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[bookmark: _Toc122106652]Executive summary
This report first introduces the definition of strategy and the main analysis object-Starbucks, then analyzes Starbucks' competitiveness by Porter's five forces model, analyzes Starbucks' micro environment by SWOT model, and analyzes Starbucks' macro environment by PEST model. Then it enumerates Starbucks' efforts in providing customer care, and finally draws conclusions and suggestions.
[bookmark: _Toc122106653]Introduction
In western economic academia, there are many definitions of "strategy". Some scholars believe that strategy is the management decision of setting up the long-term goal of the enterprise, formulating the management policy and the allocation of resources, etc. other scholars believe that strategy is the planning of the long-term goal, management policy and resource allocation of the enterprise.(wiki,2022) Some scholars believe that strategy is a strategy that aims at the effective combination of product and market and realizes the coordination of business environment, strategic direction and management organization. Michael Porter, a master of strategic management, believes that the essence of strategy is choice, tradeoff and proper position. Enterprise management is not a short-term behavior. in the face of dynamic competitive environment, the connotation of "strategy" is reflected in long-term management thinking and management decision-making.(chsi,2022)
Founded in 1971, Starbucks Coffee is the world's leading retailer, roaster and brand owner of specialty coffee. Its retail products include more than 30 of the world's top coffee beans, hand-made espresso and a variety of hot and cold coffee drinks, fresh and delicious pastry foods, as well as a variety of coffee machines, coffee cups and other goods. In addition, the company produces and sells bottled cappuccino coffee drinks, iced double espresso and ice cream with joint venture partners, and produces and sells Starbucks coffee and cream liqueur in convenient places outside retail stores through marketing and distribution agreements. and continue to expand Taishu tea, Starbucks music CDs and other new products and brands. (Ah duo's food and wine collection,2022)Starbucks ranked 120th on the 2022 Fortune 500 list. It also ranked 492nd on the 2022 Fortune 500 list released on August 3, 2022. Starbucks' green logo is a double-tailed Poseidon image that looks like a mermaid. When Starbucks created the logo decades ago, there was only one coffee shop, and the beautiful Green Beauty, along with McDonald's M, became a symbol of American culture. Starbucks' vision is to become the "third place" after home and workplace, and the goal is to open 25000 Starbucks stores around the world and become a luxury at affordable prices for most people.( Starbucks,2022)
[bookmark: _Toc122106654]1.Analysis of Starbucks Porter's five Forces Model
Porter's five forces model was put forward by Michael Michael Porter in the early 1980s. He believes that there are five forces in the industry that determine the scale and degree of competition, which together affect the attractiveness of the industry and the competitive strategic decisions of existing enterprises. The five forces are the competitiveness of existing competitors in the industry, the entry ability of potential competitors, the substitution ability of substitutes, the bargaining power of suppliers and the bargaining power of buyers. Through the analysis of Porter's five forces model, a comprehensive analysis of the competitive state it faces and the integration of the five forces into a "joint force" is the key for enterprises to gain a firm foothold in the market.(baike,2022)
[bookmark: _Toc122106655]1.1Industry competitor analysis
It is mainly some international coffee brands such as COSTA,Dunkin' Donuts,luckincoffee that compete with Starbucks. Headquartered in London, England, COSTA competes fiercely with Starbucks in terms of decoration style, coffee quality, coffee price and so on. (baike,2022)Starbucks and Dunkin' Brand are the two largest coffee chains in the United States. They all offer similar coffee drinks (despite different food choices). In the Chinese market, Luckin Coffee is Starbucks' main competitor. Starbucks China's financial results for the third quarter of fiscal 2022 (April 3-July 3) show that the Chinese market achieved operating revenue of US $540 million, down 40% from the same period last year. Lucky's second-quarter financial report showed that it achieved operating revenue of US $490 million in the second quarter of 2022, an increase of 72% over the same period last year. On that basis, Luckin Coffee lagged behind Starbucks by only $50 million in revenue in the second quarter of 2022. (GPLP,2022)However, the difference between these three and Starbucks is also very obvious. Compared with Costa, Starbucks first considers areas with more potential consumers, such as shopping malls, office buildings or high-end residential areas, while Costa stores are mainly concentrated in shopping malls, commercial streets, railway stations and airport waiting areas. In the decoration style, Starbucks strives to create a low profile for consumers. Luxury. A feeling atmosphere with connotation. Costa hopes to give consumers a comfortable, cozy and quiet environment. In terms of marketing, Starbucks offers a variety of preferential activities based on Starbucks cards to increase customers' consumption motivation and loyalty of regular customers. Use the surrounding products to enhance the brand value. Costa mainly takes "word of mouth" as the main marketing mode, with less publicity on the theme of brand. (Eric,2022)The difference between Starbucks and Dunkin' Brand is that the core ideas of Starbucks and Starbucks are not the same. Starbucks' core concept is to provide consumers with a more typical cafe dining experience as a beverage supplier. So Starbucks stores are designed with customer comfort in mind. In this way, Starbucks has become a destination for social events, rather than a simple cafe. In general, these consumers have higher disposable income and are more willing to pay a premium for higher-quality food and drinks. Dunkin' Donuts positioned itself as a coffee seller, as well as doughnuts and food-as clearly demonstrated on its Logo, and its management defined its position as a beverage supplier. Although at its core is a coffee seller, food is still an important part of Dunkin' Donuts. Unlike Starbucks in terms of store design, Dunkin' Donuts is more similar to traditional fast food restaurants in furniture and decoration, while Starbucks is more like a "destination". Almost all of Dunkin'Brand 's stores are franchised. For Starbucks, the company owns 59% of its stores in the United States and 48.6% overseas. The huge differences in business models mean that there are huge differences between the two sides in terms of revenue, costs and capital expenditure. Compared with Luckin, there is a significant difference in the target audience. Luckin Coffee's pricing is low, the store area is under, and the layout is wide. Luckin Coffee stores can be seen in China's third-and fourth-tier cities. In contrast, Luckin Coffee's target consumer groups are more ordinary sales groups and young students who just want to have a cup of coffee. Starbucks, on the other hand, focuses on white-collar workers and business people in first-tier cities.（SHINERAY，2022）
[bookmark: _Toc122106656]1.2 the threat of emerging entrants
the barriers to entry in the coffee industry are not very high. The acquisition of coffee bean raw materials and coffee production technology do not have a very high technical content. But the coffee industry is also a relatively independent industry with specialized capital and strategic relevance. And to seize the market requires a high investment in store leasing, decoration, personnel recruitment and training and so on. Therefore, the barriers to the withdrawal of coffee are relatively large, so new entrants dare not enter hastily without full assurance. But there is no shortage of new entrants in the coffee industry. Chinese brands such as NOWWA Nova Coffee, Manner and M Stand are on the rise, challenging Starbucks. 
[bookmark: _Toc122106657]1.3 the threat of substitutes
Starbucks' substitutes are mainly fruit juices and other drinks such as milk tea. However, Starbucks made it clear in the early days of the establishment of the target consumer, customers are generally people with higher income and social status, they need better life style and consumer experience. Therefore, the average milk tea shop and juice shop pose little threat to Starbucks because their target customer base is different. In addition, Starbucks also has a unique supply of milk tea and juice. （Yan Jingsha，2022）
[bookmark: _Toc122106658]1.4 buyers' bargaining power
Starbucks customers mentioned earlier hope to have a good consumer experience at Starbucks. What they buy is not only Starbucks coffee (although the coffee is excellent in raw materials and craftsmanship, of course), but also the relaxed leisure environment and services provided by Starbucks. This service is difficult to measure by the value of coffee beans and the value of labor costs, so customers' bargaining power is weak. 
[bookmark: _Toc122106659]1.5 suppliers bargaining power 
Starbucks usually works directly with suppliers and provides them with training, so Starbucks has always maintained a close relationship with suppliers. Starbucks is their important customer. Starbucks' conversion costs for raw material purchases are relatively high. The products provided by the supplier are critical to Starbucks. Due to the large scale of Starbucks and the large number of stores, there is a huge demand for coffee shops. Therefore, Starbucks has a lower cost because of its scale advantage, and the bargaining power of suppliers is also relatively weak.
[bookmark: _Toc122106660]2.SWOT Analysis of Starbucks: 
SWOT analysis is composed of Strengths, Weaknesses, Opportunities and Threats. Among them, the advantages and disadvantages are from the point of view of the enterprise itself, and examine the aspects that it has done well and those that are not good enough. in the fierce market competition, enterprises should give full play to their own advantages and avoid disadvantages. Opportunities and threats are from the perspective of the external environment, thinking about the opportunities and threats faced by enterprises, enterprises need to make full use of opportunities and skillfully deal with external threats.(baike,2022)
[bookmark: _Toc122106661]2.1 Strengths analysis
[bookmark: _Toc122106662]2.1.1 Good brand reputation
Starbucks has accumulated a good reputation and loyal customers after years of operation. The coffee beans selected by Starbucks are the top raw materials selected by the major coffee shops in the world. in addition, Starbucks is also strict in the training of store staff, requiring employees to understand coffee-related knowledge and proficient in the coffee-making process. Strict coffee quality requirements and a good atmosphere to attract a group of loyal customers. For white-collar workers in some first-tier cities, it is a pleasant thing to sit in a Starbucks store and order a cup of coffee and enjoy afternoon tea. 
[bookmark: _Toc122106663]2.1.2 Excellent profitability
From the data on the cost side, Starbucks is calculated to account for 25% in raw material costs, 16% in labor costs, 15% in rental expenses, 19% in other costs and 14.4% in operating profits. 24.6%. On the one hand, thanks to Starbucks' global mature business model and strong coffee raw material supply chain system, the economies of scale brought by mass procurement and digital selection of suppliers make the company have excellent bargaining power with upstream suppliers, and the raw material cost is far lower than the industry level. On the other hand, Starbucks' good brand power enables the company to gain strong bargaining power in terms of rent, which can occupy the position of gold in the business circle for a long time at relatively low prices, and the rental expenditure has an obvious competitive advantage over the same industry. In terms of revenue, the company is currently in an absolute leading position in the field of mid-and high-end ground coffee, with higher unit price and high passenger flow brought about by brand recognition. (Starbucks,2022)
[bookmark: _Toc122106664]2.1.3 Give priority to direct operation. 
Starbucks claims that its whole policy is to stick to the company's stores and not to join stores all over the world. The reason why Starbucks adopts the direct marketing approach is that people are operating behind the brand. Starbucks strictly requires its operators to agree with the company's concept and brand, emphasizing the consistency of action, discipline and quality: while the franchisees are all investors, they only regard joining the brand as a way to make money, it can be said that their only purpose is to make money rather than operating the brand. Starbucks will bring all direct stores into a unified training and management system, which will help Starbucks to maintain a good brand image to a certain extent. Because Starbucks' management of direct stores is more stringent and convenient.(evanxu,2022)
[bookmark: _Toc122106665]2.2 Weakness analysis
[bookmark: _Toc122106666]2.2.1 Lack of product innovation and localization improvement of products.
Starbucks is actively expanding overseas markets, especially the Chinese market. Starbucks said in its financial report that by the end of the third quarter of 2022, stores in the United States and China accounted for 61% of the company's global portfolio, with 15878 and 6021 stores, respectively. However, the products supplied by Starbucks in China have not been localized according to the preferences of the Chinese people. Second, Starbucks' product innovation is slow and the number of new products launched each time is relatively small. By contrast, local coffee brands such as Luckin Coffee are actively developing new products that are popular with the Chinese, such as raw coconut lattes and sweet-scented osmanthus lattes. These new products with local characteristics are more easily accepted by local residents. 
[bookmark: _Toc122106667]2.2.2 Great pressure on capital chain management
As mentioned earlier, most of Starbucks' locations are in prosperous areas of first-tier cities, where rents are very high, and Starbucks stores are large in area and expensive to decorate in order to create a comfortable environment. All these factors show that it is very expensive for Starbucks to open a new store. But Starbucks is still expanding at a high speed. In the third quarter of 2022, the total number of Starbucks stores in China exceeded 6000, with a net increase of 260stores in a single quarter. Starbucks CEO revealed that in the next three years, Starbucks will open another 3000 stores in the Chinese market, with plans to invest 2.46 billion yuan in expansion. Such a high investment is bound to bring great pressure on the capital chain. (Sun Yishan,2022)
[bookmark: _Toc122106668]2.2.3 Management problems caused by rapid expansion
Although Starbucks' rapid expansion can increase market share, the recruitment and training of employees in new stores and the management of a large team of staff will be a difficult problem. Starbucks did not find the right way to solve this problem. While Starbucks is expanding, in order to obtain economies of scale and achieve its financial goals, it successively reduces costs and uses assembly operations to complete its service process, which leads to the dilution of its core Starbucks experience and the reduction of service level. If it is not improved in time, it will affect the good reputation accumulated by Starbucks.（Jiemiannews，2021）
[bookmark: _Toc122106669]2.3 Opportunity Analysis 
[bookmark: _Toc122106670]2.3.1 The strong recovery of the Chinese market
With the continuous development of the Chinese economy, the living standards of the Chinese people continue to improve, the per capita disposable income is increasing year by year, and young people and white-collar workers pay more attention to quality products and related services. more pursuit of a comfortable environment, pleasant atmosphere of work and social places. The needs of petty bourgeoisie need to be met, high-quality coffee products and the dining environment of the third space are more and more needed by the public. Starbucks recently reported that in terms of business performance in China, although still adversely affected by the epidemic, the performance of the Chinese market improved significantly month-on-month in the fourth quarter. Net income shrank significantly by 29% from 38% in the third quarter to 9% in the current quarter, same-store transaction volume fell 43% from the third quarter to 17% in the fourth quarter, and the average unit price of the same store increased by 1%. Recently, before the Chinese government gradually adjusted its relatively stringent epidemic prevention policy, first-tier cities abolished the control measures that they could not eat in restaurants. This will drive the growth of Starbucks, which is characterized by atmosphere and service. The recovery in the Chinese market is undoubtedly a major boon for Starbucks. (zjnews,2022)
[bookmark: _Toc122106671]2.3.2 The trend of economic globalization
Since the 21st century, the trend of economic globalization has been deepening, and the flow of international funds and commodities has become more and more frequent. The opportunity that globalization brings to Starbucks is very remarkable. The acceleration of population movement around the world has brought unprecedented opportunities for Starbucks to promote international brand chains. Globalization will increase the scale and frequency of mobility among different regions and countries, and improve the synergy of brands among different regions and countries. (Huo Junliang,2022)
[bookmark: _Toc122106672]2.4 Threat Analysis
[bookmark: _Toc122106673]2.4.1 Many new brand competitors enter
With the high demand for coffee products, high profit margins and lower entry barriers for other industries, many enterprises outside the industry are also scrambling to learn from Starbucks' product marketing model, such as KFC, McDonald's and other major beverage brands. Even traditional beverage companies such as Nongfu Springs have launched coffee drinks at the right time. Under the new mode of mobile end consumption, the popularity of mobile payment and takeout industry makes many brand coffee chains represented by Luckin Coffee seize the opportunity to develop rapidly. Regularly launch new products, delivery services, and distribute subsidized coupons on their own APP, so as to retain regular customers and get a large number of new customers. Outside the sale of fast consumption, return to the quality and flavor of coffee itself, establish a good brand image. In the coffee and beverage industry, new brand competitors continue to enter, there are many brands, and the competition is becoming increasingly fierce. These brands pose a threat to Starbucks. 
[bookmark: _Toc122106674]2.4.2 The logistics transportation time caused by COVID-19 epidemic has been extended.
Due to the existence of the COVID-19 epidemic, Starbucks needs to carry out viral eliminate virus work at each network when transporting raw materials through logistics companies, which will undoubtedly extend the transportation time of the goods. Secondly, if a large number of employees are infected with COVID-19 and are isolated or treated at home, the logistics company will not have enough manpower to transport and distribute the goods in time. The impact on the time-limited catering industry can not be ignored.(Lin Yongkang and Cao Linmei,2022)
[bookmark: _Toc122106675]3.PEST Analysis of Starbucks
PEST analysis was put forward by American scholars Johnson G and Scholes K in 1999. PEST analysis helps enterprises to examine the external macro environment by analyzing the four elements of Politics, Economy, Society and Technology. And evaluate the impact of these factors on enterprise strategic objectives and strategy formulation. (baike,2022)
[bookmark: _Toc122106676]3.1 Political environment analysis
The United States implements a two-party system, and the coming to power of different parties will change the direction of policy to a certain extent. Starbucks, as a catering company that mainly provides coffee services, is not involved in a politically sensitive industry, so the operating environment of Starbucks in the United States is relatively stable. Internationally, in order to promote economic growth, many developing countries, such as China, are vigorously introducing investment from foreign enterprises. Therefore, Starbucks' international expansion is basically not hindered by the government, but is likely to enjoy the government's policy dividend to attract investment. (Lu Chen,2022)
[bookmark: _Toc122106677]3.2 Economic environment analysis
With the end of 2022, the "haze" of the global economic outlook is even more serious. The US economy has declined for two consecutive quarters and has fallen into a "technical recession"; the economies of Europe and Britain have slowed significantly, and their policy makers have repeatedly expressed their worries about the future economic downturn or even recession. At the same time, inflation remains stubbornly high in many countries around the world, and the Federal Reserve and the European Central Bank have aggressively raised interest rates. On September 15, a study released by the World Bank showed that a number of central banks around the world raised interest rates simultaneously to deal with inflation, which could plunge the world economy into recession and cause lasting damage to the financial crisis in emerging markets and developing economies. The uncertain economic environment is obviously a disadvantage for Starbucks' development, because the uncertain economic outlook will make people tend to save in response to a possible economic crisis and thus reduce consumption. The reduction of consumer spending by the masses.(Mo Li,2022)
[bookmark: _Toc122106678]3.3 Social environment analysis:
With the change of modern life style to a fast pace, more and more young people begin to get in touch with coffee culture and get better engaged in work and study through coffee. The more people taste the variety of coffee, the more they can feel the difference between the taste of freshly ground coffee and instant coffee in coffee shops like Starbucks, thus forming the admiration for freshly ground coffee. Some people can enjoy the leisurely environment and atmosphere of the coffee shop, even if they are not picky about the taste of the coffee. This group will be the potential customers of Starbucks. 
[bookmark: _Toc122106679]3.4 Technical environment analysis
The production of coffee mainly includes the selection of coffee beans and roasting technology. Although there may be some technical differences in baking in coffee shops, the actual differences will not be exaggerated. However, Starbucks has certain technical advantages in the transportation of coffee beans and the analysis of customer data. Starbucks partnered with Microsoft Azure to launch AI system "Deep Brew" based on reinforcement learning model, "Deep Brew" can provide advice based on consumer tastes, local Starbucks' most popular choices and even current weather conditions. This will help Starbucks better meet the preferences of its diverse global customer base. Starbucks hopes to create a smarter customer experience through the system. By partnering with Microsoft and using Azure Sphere, Starbucks has transformed its machines into Internet of things devices that can create dozens of data points. Data collected from a single machine enables Starbucks to ensure the standardization and quality of all its products.( FoodBud,2022)
[bookmark: _Toc122106680]4.Starbucks' personalized care for customers
[bookmark: _Toc122106681]4.1 To create the "third place" 
Professor Oldenburg of the University of Florida in his book “The Great Good Place” expounded the necessity of the existence of "the third place". His proposition is that people really need to forget all their troubles and rest and chat quietly in the third more comfortable informal public place outside the company or at home. Professor Oldenburg wrote in his book: "without a third place, it would be impossible for people to interact, interact and influence each other, which is necessary for cities." When this right is deprived, people will feel lonely. " Starbucks hopes that Starbucks coffee shops will become the ideal third place for customers to date with friends, chat with lovers, meet new friends for the first time, get together with housewives and business people. Compared with other coffee shops, Starbucks is not noisy and is the best place to date and chat quietly and leisurely. Melodious music does not hinder the conversation of customers, and the room is brightly lit. Some groups also meet with Starbucks before going to other places such as the cinema. The decorative style of Starbucks exudes a strong romantic flavor, and the modern feeling is also very strong. (Li Feng,2020)
[bookmark: _Toc122106682]4.2 Satisfy customers' different tastes
With the frequent contact with foreign countries, consumers gradually become familiar with the western coffee culture and enter the era of enjoying coffee according to their personal taste. Now consumers are looking for their favorite, suitable for their own taste, in line with their own personality of coffee. There are many options for ordering coffee at Starbucks, such as latte, decaffeinated coffee, low-fat milk coffee, coffee with cream and so on. From the coffee formula of coffee, granulated sugar and cream to the blending of hazelnut coffee, espresso, hot milk and sugar, it fully reflects the trend of personalization.(Li Zexin,2021)
[bookmark: _Toc122106683]5.Conclusion
Starbucks is the largest coffee chain in the world, and it sets the target consumer group as urban white-collar workers who pay attention to quality and enjoyment. As a coffee and catering industry, Starbucks has many competitors and new entrants in the industry, and there is little threat from alternatives such as milk tea brands. Thanks to the good reputation of the brand and the huge volume, the bargaining power of buyers and suppliers are weak. Starbucks' advantages lie in its unique business model, good brand reputation, excellent profitability and the location of its stores. However, there are also some disadvantages, such as the localization and improvement of missing products, the great pressure of capital chain and the management problems caused by rapid expansion. The opportunity for Starbucks lies in the strong recovery of the Chinese market and the tide of economic globalization. However, threats such as the emergence of many new competitors and the slowing down of logistics and manpower shortage caused by COVID-19 's epidemic also exist objectively. Starbucks does not involve politically sensitive industries, but it can enjoy the policy dividends of some governments attracting investment in the current wave of economic globalization. Due to the impact of the COVID-19 epidemic, the poor economic environment will hinder the development of Starbucks to a certain extent. With the accelerating pace of society, Starbucks will have more potential customers. Through cooperation with Microsoft and other technology companies, Starbucks has certain technical advantages in customer analysis.
[bookmark: _Toc122106684]6.Recommendations
[bookmark: _Toc122106685]6.1 Strengthen staff training and maintain high standards of service quality 
Starbucks in the rapid expansion of the process of supporting staff recruitment and training must be taken seriously. Starbucks service has always been the core of the brand, only by maintaining a good level of service can Starbucks maintain its good reputation. First of all, we need to ensure the best quality in the selection of coffee beans. In addition, we should vigorously explore new technologies, develop coffee beans with better appearance and taste, and store coffee beans in a reasonable way to keep them healthy and fresh. Next, evaluate the work of the stores according to the standards of the industry to ensure that the products and services provided are optimal. （Chen Lei，2022）
[bookmark: _Toc122106686]6.2 Enhance product innovation
In recent years, Starbucks has devoted itself to reducing the sugar content of beverage products such as Starbucks Frappuccino, developing new beverage products including tea drinks and cocktails, and looking for plant milk that can replace milk ingredients in oat milk. It is suggested that the method of product category competition should be adopted to summarize the categories of coffee according to the different audience, which not only achieves the purpose of consumption, but also increases the competitiveness of products. （Li Zaiying,2022）
[bookmark: _Toc122106687]6.3 Combine the surrounding product design with the local culture
Starbucks has a wide range of cups, and Starbucks uses these varied and creative cups to attract potential consumers. Lanzhou Starbucks peripheral product design should have local cultural characteristics, the local culture into the design, with cultural design can convey emotion, easy to resonate with consumers. The unique design of cultural and creative products can show the brand connotation of Starbucks, and such products will certainly become products collected by Starbucks enthusiasts.
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