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The 21st century has been a fast and ever evolving decade of businesses adapting to customer’s needs. Delivering the customers value is key to keep a business being successful in the long run. The customer’s value is not only defined by the cost of the product, but how it adds value to the customers entire experience. 
Customer value can be split into how much a product cost, the quality and how it was serviced to the customer. 
This report will detail how Starbucks gain their customer value, and how they maintain their customers satisfaction to maintain their loyalty and repeat business. They state that their mission is “to inspire and nurture the human spirit- one person, one cup and one neighbourhood at a time”. Starbucks is ever-growing company that spreads all across the world, in this report it will detail on how they maintain that their customers are satisfied, how their barriers are overcome by obstacles such as the pandemic and global warming. 

[bookmark: _Toc108946895]Section 1, Critically analyse the factors that impact on your organisations ability to maximise customer value.

Kotler (2004) Once said “a good company offers excellent products and services. A great company also offers excellent products and services but also strives to make the world a better place”. 

Starbucks is part of a very competitive industry, so how does Starbucks differ from Costa, Pret a Manger and other business that sell similar products? Kotler (2004) uses his theory to apply to someone’s ‘pleasure’ and ‘feelings’ when the product in perceived to the outcome of their expectations. The customers satisfaction to the product will outcome to repeat custom. The perceived performance is what the customers beliefs are around the product. Expectations to a product can be influenced by many things such as word of mouth, the performance, and what other companies have to say about their product. 

Starbucks is the world’s most known coffee shop. As of 2021, Starbucks have 33,833 stores in 80 countries. Making it the most successful coffee shop in the world. One of the many reasons as to how they have become so successful is due to how they changed the coffee culture in 1971. Coffee drinking was only associated to having to a cup before work to get a ‘spring in your step’ to ensure you were energised throughout your day. By observing how Europeans drank their coffee in a ‘glamorised’ way, they founded Starbucks and created an instore experience to use it as a social gathering. Kotler (2004) theory can be applied to Starbucks as the brand owners observed a way of using a product and ensuring that their customers are feeling valued by having that as a tool to socialise. Using a Starbucks is a gateway for return customers as you can always have the same product you love over and over. You can have the same vanilla iced chai latte in Llanelli, and you can also get it in Dubai mall and receive the exact same product. 

Ensuring a customer is valued in Starbucks has many factors. Zeithaml et Al (2012) developed a simple yet applicable model to ensure customer satisfaction. (Appendix 1) shows their model and underpins the different factors of how a customer needs to feel valued. 

Starbucks is a massive company and know exactly how to bring their customers coming back for more. Zeithaml et Al (2012) point that there are three main attributes to bring a customer back for more and ensure satisfaction. 
 
The service quality that brings customers back to Starbucks is next to none. For Starbucks, the most important thing for them is to understand their customers and how they can achieve the best quality of product and customer service. A report written by (Meters) shares that in 2009 Starbucks decided to unleash a forum where their customers can write down and give the company new ideas of how they can improve. Many of those ideas were then applied to hundreds of stores across the world. One of those ideas was that customers would receive a treat for their birthdays. A big company such as Starbucks listening and taking on board new ideas ensures that the customers personal and situation factors are met. 

Zeithaml et Al (2012) model is one of the only ones that raise the topic of cost. Coffee can cost a variety of prices depending on certain attributes. When walking into a Starbucks it has a warm and welcoming feeling with its friendly staff. The cost is always displayed next to its item in lovely bright coloured screens. The cost of a coffee can range in price, the cheapest item on their menu is an Earl Grey costing £2.60 to sit in, and an Americano costing £3.10 for a small. 

Starbucks are known to use only the highest quality products. Coffee beans are grown all over the world, and Starbucks have done their research to ensure the best quality of bean to their cups. Starbucks use Arabica and Robusta beans, which are very hard to grow due to having to plant the trees in high altitude. Starbucks are proud to confirm they are a fair-trade company that ensures that the growers of the coffee beans are well looked after. On every packaging item that a customer buys, it displays the fair-trade logo to ensure that the customer feels valued, knowing they are helping to develop coffee bean farmers lives and their wellness. To this day Starbucks have funded $14 million to farmers to ensure the ongoing commitment to ensure farmers are helping the ongoing progress of fair-trade coffee. 

Starbucks ensures they gain return custom from offering “My Starbucks Rewards”. This was launched as a loyalty scheme for their frequent customers. For every £1 you spend, you earn “2 stars”, which eventually will lead them to have free drinks, the ability to pay by their phones, and even pass-through busy lines. Anyone can get these loyalty cards. It is no wonder that Starbucks sells 8 million cups of coffee daily around the world. 

The three R’s can be applied to how Starbucks use their loyalty scheme to bring customers back for wanting more. The three R’s was created by a marketing executive Claussen (year unknown). The three R’s stand for rewards, relevance and recognition. 

Claussen states that in this model that the rewards is at the most basic level of customer loyalty. Starbucks reward their customers by having their customers come back long-term using their loyalty cards in store. Using their cards enables the customer to gain rewards towards their next free coffee. They even like to reward their long-term customers the chance to have a free coffee on their birthdays. Claussen states that rewards can also be used for things such as access to special events and days out. 

Loyalty Report (2017) state that the average consumer in America is involved in 14 loyalty schemes, however only 7 of those schemes they use. Claussen states that the lack of using some loyalty schemes is because the company isn’t customer focused. Loyalty doesn’t just entail rewards and money off, but how the business can relate to the customers needs on a more personal way. The way that Starbucks become more personalised is the way that their store partners treat their customers. Learning their names, their orders, and knowing what recommendations they would like, ensuring that they spend more money. 

The third R stands for recognition. Starbucks use their loyalty cards through earning stars. The more stars you earn, the bigger rewards. Starbucks loyalty cards can also earn the “gold card”, which enables stars to be gained faster, and larger discounts. Customers share their loyalty through social media and refer to their friends on what their loyalty means to that brand. Loyal customers become brand ambassadors. This helps businesses such as Starbucks as it enables them to gain more customers wanting to be treated the same way.

Starbucks have always been forward thinking of the ways they can achieve the best product and what perks the customer can have to feel valued. Starbucks have won multiple awards on their customer service, one of the awards being “the best customer experience in 2011”, a global award that is extremely hard to win in such a competitive industry. Starbucks have always had great customer service in their business plan. 
When walking into a Starbucks store, they are incredibly modern and welcoming. That includes their “partners” that work there. Starbucks have ingrained in their training programmes that the customer experience is the most important skill to achieve. When ordering a coffee, you are asked for your name, which gives it a very personal touch. The company wants to gain a relationship with their regulars, thus gaining a great sense of customer valuation. It isn’t just a cup of coffee in a shop, it’s a cup of coffee with an experience added to it. 

As said by Kotler (2004), a great company offers excellent products and service, but also wants the world to be a better place. Starbucks encapsulates that by ensuring that their product is to a high standard. That the customer journey is an enjoyable one, and that the company also wants the world to be a better place by ensuring that they have all their coffee fair-trade. 

As the coffee shop business is such a highly competitive industry, it is hard to grasp on how businesses can keep their customers happy and valued. Starbucks have always been the first to risk a new idea, and many companies then tend to follow suit. Loyalty is what makes a business survive, however customer satisfaction is considered more challenging to maintain. With such a massive business as Starbucks, it is hard to know what targets they need to meet for their customers. As stated previously, Starbucks have done a survey on what open suggestions they have in order to make their customers feel more valued. For them to keep up with customer’s needs, Starbucks would need to maintain these surveys in order to achieve repeat business from their customers. 

Reichheld (1990) argues that customer loyalty isn’t always what a business should strive for. Instead to rely more on word of mouth which would help the business strive. Reichheld (1990) likes to think of the customer as a promoter for the business. He uses his theory in order to gain an insight on how well a business is doing. Using NPS (net promoter score) on how they view the business, thus this creates people who can recommend your business, rather than the constant customer that is only satisfied. 

Starbucks have been around since the 1970’s, and arguably the most successfully run coffee house in the world. With competitors such as Costa and Pret a Manger, they don’t come close to how brilliant Starbucks forward thinking is. Starbucks welcomes all their customers, and have their employees learn individuals’ names and orders, giving it a personal touch, which corresponds to (Kotler) need of the customer wanting to gain a ‘pleasure’ and ‘emotional’ feel to their values. Starbucks ensures that their customers know that they get the best customer service, quality product and value of money through their marketing strategies, which links to (Zeithaml et Al) theory on customer satisfaction. 
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As said in the first section, Starbucks are a cutting-edge business that strive for customer value, adapting to their customer needs as time goes on. However, does Starbucks scope their quality processes in their product and customer service to ensure customer satisfaction. 

There are 8 dimensions of quality, which are performance, features, reliability, conformance, durability, serviceability, aesthetics and perceived quality. 

Starbucks performance can be objective in their products and their customer service. Starbucks offer an easy service either through their drive-throughs, delivery or in-store. This service enables their customer to ensure they have stress free mornings, or even when they do not have the time to make breakfast at home, and have it made in their cars on the way to work. Starbucks started in Canada in one coffee shop. After time, they realised that the business was growing, and they had to eventually branch out to other stores, ensuring that their radius of customers’ needs was met. In order to perceive good quality process for Starbucks, they must grow where they see the popularity in customers. Starbucks employees are taught to know people’s names and orders, and on top of that ensuring that the stores are kept in a high standard of cleanliness. (Aristotle) once said that quality is a habit more than an act, these acts are split into two, good and bad habits. These habits once stated by the organisation are then enforced to the employees ensuring that everyone maintains those good habits. These are behaviours that the group will inhabit, resulting in quality for the customer. 

Deming (1982) model on quality control can be applied to the 8 dimensions of quality. Deming (1982) model is a structured approach as it has 14 points to ensure the success of a business, this cycle was adapted on the PDCA cycle Shewhart (1980). One of the key factors Starbucks like to promote is the quality of their coffee and how well sourced it is. As applied in (Appendix 2) it details on the quality process of the coffee Starbucks use. One of the things that Starbucks always likes to advertise and market that they are fully committed in ensuring that their coffee is reasonably sourced and is fair-trade. 

Deming (1982) 14 points can be applied well to how Starbucks ensure that their quality processes are met and that the main goal is ensuring that the customer is feeling valued and seen. One of the 14 points state that a good business should constantly look for ways to improve. A report written by (Starbucks Stories & News) share that they hold a bold statement by wanting to reduce their waste by 50% by 2030. A statement by the CEO (Johnson) “Starbucks partners around the world are passionate about protecting our planet and are at the very centre of driving the innovation that enables us to give more than we take from the planet”. Starbucks are thinking ahead of how they can self-improve, and one of the key things for many businesses is to become more ego-friendly in the way they produce their products to the world. 

While Deming’s theory of endorsing the 14 points as a tool for a business to develop, Smith (1929-1993) 6 Sigma is a theory applied to gain near perfection to a problem. This theory is used as a tool where statistical and management applied together helps reduce defects in a problem. 8 million cups of coffee are sold every day around the world in Starbucks, that evidence is used for the statistical side of the theory. Management acknowledges the number of cups they must use and realise that they need to encourage an ego friendly way of selling their cups of coffee. This enables the customer to feel acknowledged and valued in their views on a more sustainable way of enjoying their Starbucks. Smith (1929-1993) methodology of six sigma uses the method (DMAIC). Define, measure, analyse, improve and control. He also uses a second method (DMADV), define, measure analyse, design and validate. These methods are then used to redesign the process of creating better solutions for a problem. The sigma method has many benefits such as increased revenue and most importantly, increased customer satisfaction. 

Starbucks have been around for several decades and have tried new things that worked, and some that haven’t worked. Using the 6-sigma method enables the company to understand their customers’ needs to feel valued. The 6-sigma theory enables businesses to think smarter and not harder it is argued. As stated previously, Starbucks released a forum where all their customers could give new ideas to improve their product and service. One of the problems was due to not being as eco-friendly as the company would hope to be. So the CEO decided in 2018 that all uses of plastic straws would be banned worldwide. They have also made a pact with their “partners” that they will be reducing their waste by 50% in 2030. 

With Starbucks ensuring that they have their ego-friendly strategy, they keep their employees satisfied and most importantly, their customers. Another theory that interlinks the need for quality control is Juran (1998). His theory was created on three different processes which are now used in many organisations as a tool to ensure the quality is there. The Juran Trilogy is as follows: 

· Quality planning 
· Quality control 
· Quality improvement

Juan’s method of quality planning is used by Starbucks when they need to design something new to ensure their customer needs are met. This is where Starbucks are great on listening to their customers when it comes to ensuring that the famous Pumpkin spiced latte comes back around the world during Autumn. To listening to their customers new ideas on how they would like to improve their customer service in Starbucks. Listening and trying new ideas and monitoring how well they do is referred to as Quality by design, or design for Six Sigma (DFSS).

The second process in Juan’s quality control method is quality improvement. Juran states that all businesses go through quality improvement, it is how businesses survive, but only short-term improvement he argues. Juran states that you need good leadership in order to apply this method correctly and successfully. For the business to develop they need to analyse what they are doing well, and what needs improvement. 
Starbucks know the quality of product is to a high standard, however they also recognise that some elements such as recycling and their customer service needs improving. This would be called the “breakthrough improvement”, to ensure that Starbucks are ensuring they reach that, they hold 10-year business development plans to outperform their other competitors. If there is a serious need of changing the Six sigma method is applied to ensure that there is cost reduction in the product and enhancement in customer satisfaction.

The third in Juan’s tribology is control of quality. For many years the concept of control was varied. We now use this method now as the statistical quality control of ensuring quality. An article written by Starbucks Stories and News EMEA (2022) show all the financial impact it’s had. They state that 2021 had the total revenue of £328 million, and a gross profit of £95.1 million since the pandemic recovery. These figures at hand show the data of how well stores are performing, and how they can improve. 

They state that the pandemic had a substantial reason behind those figures due to lockdowns, and many stores having to close due to not offering services such as drive-through and Uber Eats. In March 2021, the restrictions were much less, and the demand was higher from customers. As the pandemic has changed the way we work, shop and eat out, the decrease of stores on the high street has made an impact on Starbucks stores in inner cities. 

Using these figures, Starbucks are ensuring the quality processes are being used. The pandemic has changed a lot of things for their customers. A total of 611 stores in the UK are using on-the-go platforms such as Deliveroo for their customer needs are met. For a long time one of Starbucks’ goals was for their customers to use their phones to order and pay on their app. Starbucks also use their mobile app for their rewards benefits, thus ensuring that their customers always want to come back for more. Starbucks decided to bring back cash payments in their stores last year, but still see the trend of paying through cards and online methods such as apple pay. Seeing the increase of this payment method, Starbucks have stated they want to advance this and use it in or to gain digital initiatives to gain their customer’s online experience. 

With the cost-of-living crisis happening all around the world, Starbucks have had to increase a lot of their products prices. Due to the impact of the pandemic, many customers opt to buy on the apps. Starbucks have seen an increase of sales per customer on the app, rather than in the stores. However, Starbucks continue to grow. During the pandemic they opened 14 new stores, and many of those were opening due to the growth of traffic in the areas, creating a new Drive Thru for customers to grab and go with their coffees before heading into work. 

Starbucks have come across many challenges through their running success. The pandemic having been one of their biggest challenges to overcome due to store closures and Covid restrictions. They have overcome these obstacles through ensuring they have a long-term plan; this refers to Juan (1998) trilogy of quality control. However, Starbucks’ goal they state that they want to reduce their waste, and for the whole company to become more eco-friendly. Using the PDCA, (Plan, Do, Check and Act) by Deming (1950) is a simplified plan on how they can achieve this goal. By using the cycle, it helps with keeping the quality process in mind for their goals, thus keeping their customers values as their focus.  




[bookmark: _Toc108946897]Conclusion

Starbucks have been a successful business for multiple reasons. For years they have dedicated their work to ensuring customer satisfaction. They have listened to their customers feedback and ideas and have created products that will be on their menus for however long Starbucks will be running. Kotler (2004) resonates with Starbucks as he once said that a great company offers excellent service and product, and that is certainly true for this company. They measure their quality control through multiple processes, such as Juran (1998) tribology of quality processes. It is an uncertain time with hospitality, but even more so with the cost of products increasing due to the cost of living crisis. However, it is for certain Starbucks will be around for many years to come, as they continue to grow to this day. Many use their coffee stores to work, unwind and most importantly have a high quality beverage at hand. 
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Analyse the data from stores to ensure customer satisfaction. 
CHECK 



	PDCA
Plan to incorporate a more ego friendly and fair-trade way of harvesting coffee beans for stores world-wide. 
PLAN

	Go to farms, advertise that a new eco-friendly and fair-trade coffee is being supplied in their local stores. 
                                 DO


	                             ACT
Fully implement these changes by advertising on tv, magazines, newspapers and the stores. The logo should be shown on every coffee cup purchased ensuring the customer is happy and satisfied. 
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