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[bookmark: _Toc25571]Executive summary
China is becoming the top priority markets for many multinational enterprises. The rapidly changing business environments in China are requiring the enterprises to formulate flexible and innovative strategies with specific considerations of the China’s market
This report scans the general coffee house industry and the macro environment of Starbucks, with a VRIO analysis for the competencies of the company and proposes a set of innovative strategies with referring to its current strategies in China. This report concludes that Starbucks should embrace the online and mobile enables shopping trend in China and maintain its advantage as providing the third space. 


[bookmark: _Toc32352]1.Introduction
Coffee is one of the three mostly consumed beverages in the world (the remaining two are tea and cocoa). The coffee consumed daily is cooked from various kinds of coffee beans. According to the consumption method, coffee products can be divided into instant coffee, freshly grounded coffee. According to the distribution channels, there are convenience stores coffee, coffee shop coffee and takeaway coffee and other types. Since the 1990s, with the help from movie and TV industry, the coffee culture has developed into a global cultural phenomenon (Ellis, 2011). Overall, the global coffee market is growing steadily. Among the global coffeeshop giants, Starbucks is leading in both revenue and number of stores. 
Starbucks started its business in the famous Parker market in Seattle in 1971. At that time, it was focused on selling quality coffee beans and training customers on how to grind their own coffee. In 1987, Starbucks initiated its unique marketing model which was to combine the sale of coffee beans with the operation of cafes, allowing customers to sit and enjoy coffee. Since then, Starbucks has opened stores in various cities in the United States. The company was set on fast track of development in 1992 when it was listed in New York Stock Exchange. By now the company owns 29324 stores in the world (Bussing-Burks, 2009). Starbucks started in the China’s market since 1999. Till 2018 it is leading in the market share with more than 3123 stores opened in China, the number of which is expected to reach 5000 in 2021 (Starbuck, 2018). 
However, the changing macro environments in China (represented by a number of consumer industry upgrade policies) have posed challenges to the company on whether the company can strategically fulfill the needs from its customers and relevant stakeholders (Yabuki, 2018). With the intention to provide robust recommendations on the transformational and innovative strategies to be devised for the company, this report conducts a comprehensive and holistic environment and strategy analysis of Starbucks in China’s market. The second part of this report is the briefing of the coffee house industry in China which is to provide a market overview and a company overview which is to provide an overview of Starbucks in China. The third part is a PESTEL analysis to scan the macro-environment of Starbucks in the Chinese market. The forth part is a VRIO analysis to analysis the micro-environment of Starbucks based on stakeholder theory and value chain theory. The fifth part is the recommendations proposed based on the analyses. The sixth part is the conclusion. 




[bookmark: _Toc2438]2.Overview of China’s Coffeehouse Market
Coffee has been introduced China since more than a century ago. In the late 18th century, French missionaries introduced coffee into Yunnan province. In 1989, Nestlé started to sell instant coffee in China, marking the era of instant coffee. From 1997 to 2015, coffee shop brands from Taiwan, Europe and the United States entered the China market. Since then Chinese consumers began to be more exposed to freshly grounded coffee (Zhang, 2014). After 2015, the rise of China’s Internet coffee such as the emergence of a Zero-Point coffee (self-service coffee machine) and Lucky Café (online ordering and offline pick-up) marks the new era of the coffeeshop industry in China (Wickström and Brogaard, 2012). This new era is coincided with the consumer structure upgrade in China. Despite a slowdown in economic growth, China remains the fastest-growing consumer markets in the next decades to come. Three emerging forces-rising middle class, young consumers and online shopping trend-will lead the growth China's consumer economy (Dittmer, 2018). If one switches from the macro environment to the market environment, the coffeeshop market in China is also promising. 
According to the statistics, China's coffee market volume is around 70 billion RMB (around 7 billion GBP), accounting for about less than one percent of the global market. Annual growth rate of China's coffee consumption is about 20%, based on which the China coffee market sales in 2020 is expected to reach 300 billion yuan (around 30 billion GBP) (Sänger, 2018). Considering the fact that major beverage in China as competitor of coffee is the tea, which accounts from more than 70% of the beverage market in China, there is still room for growth if coffee can reach higher market share in Chinese beverage market. From the perspective of consumption of coffee per capita, that in China is only 0.03 Kg which is significantly lower that that in EU (5.6 Kg) and US (4.2Kg). This also indicates a potential high growth of the coffee industry in China in general. The major type of coffee consumed in China is still instant coffee, contrast to which only 13% of global coffee consumption is in instant coffee. Since 2008, the offline coffee industry in China has been growing. Till 2018, the market volume has reached 2.8 billion GBP with more than 140,092 stores opened in China (Ferreira, Moreira and Seruca, 2017). 

[bookmark: _Toc13165]3.Strategic analysis of Starbucks in China
[bookmark: _Toc541]3.1PESTLE analysis
PESTEL analysis model is an effective tool for the analysis of macroscopic environment. Each letter of PESTEL represents a dimension: political, economic, social and cultural, technology, environmental, legal (Perera, 2017).
Political factors 
The political environment generally includes the political guidelines, systems, policies, laws and regulations of a country or region. These factors will have a significant impact on the relevant activities of related enterprises, such as regulation on the enterprise and the longer-term investment and operation of enterprises. 
The political stability is crucial for foreign investment. In terms of this China is politically stable comparing to many economies in the world. As the business Starbucks is running does not remotely relate to monopoly, it has no competitors among the state-owned enterprises which holds the overwhelming power in Chinese economy (Neilson and Wang, 2019). China is becoming more open in the economic field as to attract foreign investments, based on which a series of tax reduction or exemption policies have been launched early in 2019 to encourage the foreign companies to increase investments in China (Child and Lu, 2018). The above political factors are posing positive effect for Starbucks to expand business in China.
However, there are also negative effects. From 2018, China and US have been involved into the trade war. In March 2018, when the US 301 survey report on China was published and announced that it would introduce restrictions on trade with China, the Sino-US trade war had begun, and attention needed to be paid to the intensity of the future Sino-US trade war (Wang, Pang and Li, 2019). After Trump took presidency, the United States had shifted from the original emphasis on the absolute benefits of trade to the present focus on relative returns. The disadvantages brought about by trade is emphasized by this administration. The trade war has already hampered the trade between US and China, and it has been affecting the global economy especially for multinational enterprises such as Starbucks. The foreign direct investment from US to China has decreased, leading to the considerations in many Chinese headquarters of US companies on withdrawing from China (Zhu, Yang and Feng, 2018). As the phased negotiation between China and US has reached some results, it is not clear now how the future Sino-US relationship will affect the investments from US companies in China. It is clear that the probability of more immense trade war between these two countries will affect the judgement made by the US companies in China. 
Economic factors 
In the past 15 years, China has conducted extensive reforms in its economic system. The urbanization process of China is unprecedented among global economies. Even after the global economic recession since 2008, China still maintained significant level of economic growth. The GDP growth in China is largely contributed by the increase in service industry (Shucheng, 2017). The economic performance in China during the past decade and the forecast on Chinese economy for the decade to come is a strong support for companies like Starbucks to continue to invest in its Chinese business. The economic growth and the increase of disposable income of Chinese lead to the daily expansion of the consumer market. People are beginning to pursue a high quality of life, consumption is no longer just to meet basic needs, and sometimes more of a symbol of personal taste and identity (Zheng and Walsh, 2019). The demand for elite and luxury consumer goods by middle classes and rick people has created a huge and growing market for high-end services and products such as Starbucks. 
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Figure 1. Disposable income per capita and GDP per capita (left axis) and Gini Index (right axis). Source: OECD (2019)
From the above graph, it is clear that the GDP per capita and disposable income per capita have been increasing with Gini index decreasing. This indicates a strong growth of the purchasing power among Chinese market. 
However, the economic development is being hampered with global economic recession. The declining growth rate has put many companies under pressure. Also, the transformation of economy is not certain to be effective. The volatile real-estate market in China has hampered the purchasing power of young people in China even the disposable income is increasing (Xu, Chi and Su, 2018). Despite these negative effects, the Chinese economy is still one of the most promising in the world considering its volume and its experiences in coping crises. 
Social and cultural factors
Social culture is formed by human society in the course of its long-term development history. Social culture affects and defines people’s consuming behavior, consuming demand and consuming preferences, which will impact directly on the marketing behavior of enterprises. From the social and cultural perspectives, there are two factors that pose significant impact on business and strategies of Starbucks: the internet plus coffee culture and tea culture. 
China is the origin of tea culture. Coffee culture in China is far less significant in Chinese daily life than tea culture. However, people’s understanding of coffee culture is shifting due to many factors such as globalization and open and reform policy. Cafes have become a place to relax and exhibit personal taste. The coffee culture in China has soon passed the phase of only providing a refreshing beverage (Cai, 2018). Companies such as Starbucks are advocating on the idea of “the third space” besides home and office. The cafés in China are offering places for business meetings and seminars. They are also offering the places for casual work for those requiring a fancy place to work in. 
Apart from that, the emerging internet plus café culture is rapidly developing in China. People are using the cafés as an alternative workplace. In some extreme cases cafés are becoming incubators of start-ups. As in the example of a famous café in China-the 3w café, the café offers an entire range of start-up facilities such as projectors and small meeting rooms, together with high-speed WIFI connections (McCuaig-Johnson and Zhang, 2015). Starbucks are also catering the needs from this kind of demand to offer work-based services such as meeting rooms and round tables for those who cannot afford an office in Beijing and Shanghai. 
Technological factors 
The technological environment refers to the technical level, technology policy, new product development ability and the development of technology of the country and region in which the enterprise business are concerned. 
The technological factor mainly refers to the art of making coffee on site. Coffee cooking technology is relatively simple and easy to learn and operate. But for the vast number of Chinese people, the knowledge of how to properly cook a cup of coffee is still insufficient. Starbucks has successfully educated Chinese customers to taste coffee. The company has maintained high standard of coffeehouse coffee since its establishment in 1970s (Gupta, Nagpal and Malik, 2018). Till today, many small and local shops are surpassing Starbucks on the technologies of cooking coffee, but they can only provide such products or services in small scales. 
The threat from the technological environment in China comes from the rising of internet economy. Though Starbucks has been the pioneer in adopting internet and mobile internet technologies such as the cooperation with Apple on location-discovery services and wireless payment, the rapid development of Chines internet economy has put much pressure on the company to adapt to. As the cashless payment penetration in China is very high with mobile and online payment contributing half of the entire transactions in China, many new forms of coffeehouses are emerging such as the takeaway coffee with online ordering system (Li, 2018). Takeaway coffee is the traditional café, with the purpose of cost optimization, that uses mobile apps and online platforms for ordering and self-pickup for customers. Such kind of coffeehouses can effectively cover a three-kilometer radius of area without focusing on the inner decorations the stores. Its advantage lies in the low space requirements, flexible order placement. 
Legal factors 
China's legal system is constantly improving. The Chinese retail industry was fully open to foreign investors since 2005 with the elimination of restriction in the equity structure and product type. In recent years, the amendments on consumer laws in China are in favor of those who has strong legal liability such as Starbucks. However, the rising internet economy has led the government in China to put stricter regulations on the internet businesses (Buijs, van der Meulen and Jiao, 2018). This has been putting some restrains on the company’s strategy on providing more online and mobile based products and services. 
Environmental factors 
It has been pointed out that coffee industry has a significant impact on natural environments. Rain Halwell specializes in the study of coffee cultivation in an environmental think-tank - Earth Monitoring Society. He noted that, coffee plantations still use methods with centuries of histories of growing coffee, which requires the felling of large numbers of jungles to provide sufficient sunlight for the growth of coffee trees (Hicks and Halvorsen, 2019). As a result, when people drink delicious coffee, the price they pay for it is actually very high. Global Annual production 135 tons’ removal of coffee bean shell residue every year. Every coffee drunk will contribute around 3Kilograms of coffee bean shell residue. Many cafes are using disposable coffee cups which further irritates the situation on environmental protection. 
The environmental issues are becoming a priority in government policies in recent years after the environmental protection program launched by President Xi Jinping’s administration (Guttman et al., 2018). As one of the major coffee bean supply regions, Yunnan province in China has been suffering from environmental issues from coffee bean plantations. The ever-stricter environmental protection policies might affect the entire coffeehouse on supply chain management and coffee bean supply capacity.
[bookmark: _Toc25997]3.2VRIO analysis
Barney, based on the Resource-Based View, proposed a practical internal analysis framework-VRIO Framework. The VRIO framework raises four questions on the core resources or capability in the organizations (Peng, 2008). VRIO is a tool for analyzing the competitive advantages and weaknesses of enterprises. It consists of a series of 4 questions: (1) Value: Are the core resources and capabilities of an organization sufficient for it to respond to environmental changes? (2) Rarity (Rareness): How scarce are the core resources and capacities? (3) Imitation (Imitability): How easily can the core resources and capacities to be acuiqred or imitated by other organizations. (4) Organizational: Is the organizational management effective to fully use the core resources and capacities. 
Value
The value, as summarized from several academic papers and case analyses on Starbucks, the author of this report suggests that the value in its brand and value in its product/service quality. By far, the brand value of Starbucks is among the top 20 in US companies and is the highest in hot-drink industry. Starbucks sells more than coffee as a beverage, but also the experience of drinking coffee in an elegant environment. This is similar to the oriental tea ceremony. The appealing part of the tea ceremony is not to solve the thirst issues, but to obtain unique cultural experiences (Vattikoti and Razak, 2018). Starbucks’ success lies in its creation of an "affordable coffee art" that allows people to drink coffee in the stylish way. 
Since its establishment in 1971, Starbucks was committed to providing the top-heavy baked coffee beans. After the transformation in business lines, Starbucks has a effective procurement department that can guarantee the company to purchase the best coffee beans in the world to ensure that all customers of Starbucks can get the best coffee posible. In terms of pursuing coffee quality, Starbucks has been crazy as some argued in quality control. From the collection raw beans to their transport, baking, preparation, filtration, and all the way to the coffee purchased by the customer, everything must meet the strictest standards (Ford, Sturman and Heaton, 2011).
In addition to the product itself, the Starbucks Experience has also been one of the core values of the brand. It includes an attractive and well-decorated environment that allows people to relax and conduct all sorts of social activities. The café built by Starbucks intend to provide a place to rest or work based on various demands from customers. Since the 1990s, Starbucks started to introduce the third space concept into the coffee shop (Lin, 2012). The cultural, environmental experiences were the heart of Starbucks’ definition of the third space. With this kind of between home and office state, the company has been able to seize the consumer's interest in third space. 
Rareness
The rareness of resources of Starbucks lie in the resource of store location and Starbucks experience i.e. the third space experience. Location choosing represents the requirements from the enterprises on how the business models should be established and how corporate strategic goals could be achieved. 
Starbucks chooses the store location that are the central business district, regional commercial center, special tourist attractions, transportation hubs (such as airports). Starbucks tend to open its stores together with China’s largest real-estate companies (Yang student, 2015). The shopping centers and leisure areas these companies build offer the perfect locations for Starbucks stores without going through the extensive screening processes. 
Starbucks is not too prudent to open stores at an aggressive rate in one city. The company, especially in Chinese market, does not wait until the first store attracts customers. The purpose of the extensive store location screening processes offers the confidence in choosing store locations (Guler, 2018). To seize the market in one city as fast as possible, Starbucks typically opens several stores at a time to push its competitors out of market. 
Starbucks once opened two stores on the same street in Shanghai, which is a taboo for the any chain business. The cost of opening one store for Starbucks is high, and there is no guarantee for the profitability of the store. As the logistic costs of many products of Starbucks (such as cakes and pastries which are required to be transported and stored under 18 degree) are high, opening two stores at proximate locations can significantly reduce the cost and can create possible synergy effect of the two stores (Vugić Sakal, 2018). This is why one Starbucks is typically near to another. 
Prior to the store location screening, Starbucks measures the average level of education (well-educated people prefer to visit Starbucks), the average household size, average income levels, the number of cars passing in the range of about 200 meters to the store. Many other data are also collected and transformed into a complex index system for the company to rank different locations. According to the Starbucks location guidelines, Starbucks should be on the location that everyone will pass by without detouring (Waite and Shrewsbury, 2019). The main goal of the Starbucks Store screening division is to take down every ideal location in each city as quickly as possible. According to Zillow, a US property data company, real-estate prices of the properties less than 400 meters away from Starbucks have risen 96% with the average in US being 65%. This also indicates that the screening store locations of Starbucks are not just effective but also financially rewarding. 
The exclusive Starbucks experience has been analyzed in the value part and will not be elaborated here. It should be pointed out that the uniqueness of the Starbucks experience is heavily dependent on the location choice of Starbucks stores. 





Figure 2. Overlay of business activity map in Shanghai (as in purple color) and Starbucks store locations (as in red dots) in Shanghai. Source: Waite and Shrewsbury (2019)


The above figure shows the overlay of the human activity heat map in Shanghai and Starbucks store location map in Shanghai (Socrata, 2019). It is clear that Starbucks have stores in all major business or residential areas. The underlying support for Starbucks being able to provide the third space is based on that fact it covers every hot spot in one city. With Starbucks having one or several stores in one hotspot, its competitors would find it very hard to penetrate into these areas. The customers have the inertia to choose what are used to unless the competitors can provide fundamentally different services or products. 
Imitability
The imitability of the Starbucks in the China’s market is rather low considering the following facts. First, the network of stores within reach, the proportion of direct business is constantly increasing. Second, the well-established brand reputation and awareness, Starbucks, with 32.421 billion of dollars value ranked first among global restaurant brands (Statista, 2019). Third, the supply chain system and scale effect. Starbucks profit margin level has been increasing. Fourth are its global partners network. Partners who have established strategic cooperation with Starbucks are the support of the service and product quality in Starbucks. Among these the brand image and global supply system are the hardest to imitate. Many coffeehouse companies in China are also claiming to provide the third space services to their customers. Yet without the supply chain and partner network as Starbucks, they have to lower their prices in order to compensate the declining of service and product quality, which make their profitability even worse. 
Organization 
The capacity of Starbucks to establish special coffee and experience in its stores is closely linked to the company's excellent organizational management. The unique feeling of customers when consuming in Starbucks stores does not only come from layout and décor, but also comes from employees’ passion on the work in coffeehouse (Rivero, 2015). The employees understand how to integrate their work into common corporate goals and work together to get the job done without the need for strict regulations. 
Over the years, one of Starbucks core capacity in organizational management has been to relationship-oriented, employee first human resource management approach. This approach encourages employees to make close connections to each other, calling each other a "partner" rather than a colleague (Tikson and Hamid, 2018). The HR system in Starbucks allows part-time employees to enjoy full-time employee priority equity and medical care. 
Even during the global financial crisis, Starbucks still decide to further invest in employee training programs, including coffee tasting training and courses to obtain a certification of college and university education. The directors of the company are convinced that employees will provide better service to their customers if they believe that the company cares them. Most organizations support the concept of diversity and inclusiveness of employees. But not any organization can fulfill this goal as achieving as Starbucks (Ting Si Xue, 2016). Starbucks understands that it is crucial to ensure they have teams around global stores to have different backgrounds. Only in this way they can provide a home-like environment for customers with various backgrounds and strives to incorporate these concepts into the human resources management. Together with these capabilities, Starbucks is able to achieve its strategic goals and become the "third space" cherished by its customers. Companies who cannot imitate Starbucks on this often cannot figure out how to build this connection among the employees, consumers and the organization. 
[bookmark: _Toc28335]3.3SWOT
The above analyses require a scanning of the organizational status of Starbucks in China. The SWOT matrix is analyzed as in below. 
[image: ]

To adopt one of the SO, ST, WT, WO strategies is dependent on the current strategic performance of Starbucks in China. Thus, an evaluation of the current strategy of Starbucks in China is in the next part. 


[bookmark: _Toc4903]4.Concluding remarks
This essay concludes that China’s coffeehouse industry, and the general coffee industry are to continually grow in the next years to come. Though Starbucks have been performing more than good in the Chinese market, from the PESTEL analysis, the company is still faced with several challenges from the emerging internet and mobile technologies, to the volatile state of the purchasing power of young generations in China. The increasing level of environmental regulations in China also challenges the company to balance between the cost while abide by the laws and its social corporate responsibilities. The social and cultural aspects of the China’s market is the reason why Starbucks cannot enlarge its share in the share of beverage market. But the trend in Chinese’ consuming habits indicates that the potential customer base of Starbucks in China still enjoys high potential growth. 
To devise the strategic recommendations, this essay conducted a VRIO analysis to identify the core competences of Starbucks in the China’s market. The analysis showed that the third space sense created by Starbucks, through its efficient organizational management especially human resource management, is the foundation of its unique value and brand image to Chinese customers. The other core competence comes from the global supply chain and partner network. Both of the competences are hard to be imitated in a short time. However, just like Sony Walkman was not defeated by another brand of Walkman, it is unlikely the business model of Starbucks will be overthrown by a company operating similar businesses as Starbucks. The emerging internet plus coffeehouses and services in China pose considerable threat to the company. From the conclusions drawn above, this essay proposed the strategic recommendations in the next chapter. 


[bookmark: _Toc6037]5.Current strategies and recommendations for innovative strategies
[bookmark: _Toc24693]5.1Current Strategy of Starbucks in China
Starbucks in China is adopting a fast expansion with penetration into lower tier cities in China with dominant control over all its stores. 
Starbucks has been a great success in China. By the end of 2017, it had 3,124 stores in China, accounting for 51% of China's coffee chain market share. The company is still expanding with more than 500 stores opened every year. The goal is to have more than 5,000 stores in 2021. The company has been performing excellently in the financial aspect. New stores have an average revenue of 670,000 GBP and a return on investment (ROI) of up to 73%. The rate of ROI is higher than that in other countries. The company has set the China market as its top priority as it will surpass the current major market of the company i.e. US and Japan. 
[image: ]
Figure 3. Starbucks global revenue (green line in billion USD to the right axis), Starbucks store number in US, International and China (left axis). Source: (Statista, 2019)
In the early days of its entry into China, Starbucks divided the Chinese market into four regions: north, east, south China and Hong Kong, Macao, and Taiwan. In each region the mangers were responsible for the long-term strategy formulation in their own region. At this time, the managers of Starbucks in the four regions were following the company’s strategy as using franchising and licensing to open the Chinese market. After Starbucks achieved market penetration in north, east and south China. It began to shift its target to second-tier cities such as northeast, central and southwest cities in China. Even though these areas were not well developed compared with many first-tier cities in China, they were still under a fast-economic growing mode and many people living in these areas desired for life styles from first-tier cities and from outside China. 
Starbucks initially chose to enter the Chinese market with region-based licensing and franchising. Until the booming development of the coffeehouse market in China, Starbucks decided to take more control on the business it’s been running in China. By purchasing the shares from regional Starbuck stores, Starbucks was able to obtain greater control on the stores. In 2003, the Starbucks group increased its stake in a venture with Uni-President Enterprises Corporation from 5% to 50%. The venture was holding the share of most Starbucks stores in the southeast China. In 2006, Starbucks took a series of financial activities to obtain overwhelming ownership in the Starbucks stores in China. The share of Starbucks in the venture with Guangzhou Meixin was increased to 51%, that in the venture in Beijing was increased to 90% and that in Taiwan was completely reclaimed back to Starbucks. Except in Zhejiang province and Shanghai City, due to equity issues and some disagreements on the share reclamation, Starbucks achieved direct operation of all Starbucks stores in China. At present, Starbucks does not fully realize sole proprietorship in some markets (Zhejiang and Shanghai), but according to the announcements of the company, it can be inferred that achieving a dominant and direct control of all its stores in China will be the company’s primary strategic goal.
[bookmark: _Toc16454]5.2Strategy drift analysis 
The success of strategy devising and implementing can bring benefits to shareholders and stakeholders. However, the success can also be the hindering factor for organizational transformation. The enterprises keep running the business they are good at in the way they are familiar with. As time goes by, the accumulated deviation of the genuine status from expectation can lead to severe strategic failure i.e. the strategy drift as shown in figure 4. 
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Figure 4. Strategy drift illustration.
The red circle point is the key point for the enterprises to change its strategies to match the corporate strategies with changing environment. The effectiveness of reforming and innovating the strategy at this point can define the survival of the enterprise in the years to come. As analyzed in this report, the drift of the strategy of Starbucks in China from market changes are not too huge that can destroy the enterprise. However, from the market analysis and organizational analysis, it is clear that the corporate is experiencing certain level of strategy drift as being focused on the US and EU market, lacking innovation in products and services that can match the rapid growth of Chinese internet economy. The third space idea introduced by Starbucks is as any successful product or service brought by great companies, that it can also hinder the innovation of the company. This report identifies the stage of company in the strategy drift curve as in between the drift and flux as pointed by the black circle. From the analyses above, with bearing the strategy drift situation in mind, this report proposes practical recommendations in the next part. 


[bookmark: _Toc31410]6.Recommendations on innovative strategies
Based on the above analyses, this report suggest that the company should adopt a SO strategy to leverage its competence in the Chinese market to better utilize the opportunities offered by the market. That is the company should keep an expansion or growth strategy by augmenting its strength.  
1.Higher priority online and mobile integration strategy 
Invest on internet and mobile technology enabled services such as enhancing the service experiences on its mobile apps that can allow the customers to order conveniently from online and mobile platforms. Invest on the cashless payment technologies and wireless technologies such as allowing the customers to use various cashless payment technologies to consume in Starbucks stores (including but not limited to facial ID payment and fingerprint payment). 
2.Enrichment of the third space strategy 
Starbucks should consolidate its core competence as the third space for elite businessmen and other customer groups. Based on its extensive data on store-based customer segmentation, the company should develop a certain series of characteristic stores. For example, in the internet business dense areas, the store should be more concerned with the needs from people working in the internet companies. The stores can provide more high tables for those people to work in Starbucks. In the central business districts in one city, stores located here can provide smaller longue-like spaces for business people to have casual and small meeting. 
3.Publicity of environmental protection strategy 
The company, while abiding to environmental laws in China, should take the responsibility of leading coffeehouse store in China and provide support to the entire industry on how the impact from coffee industry can be minimized. Starbucks should also conduct series of publicity events focused on environmental issues. 
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Strength
Store location. The store locations of Starbucks in China are in the CBDs
and residential areas with high customer traffic and high net value.

. Strong human resource management. The HR management in Starbucks

allows it to implement strategies effectively.

Starbucks Experience: The Starbucks is the expert in offering the Third
Space and designing a unique Starbucks vibe with carefully chosen
decoration designs.

. Strong R&D capacity on new product such as new flavor of coffees and

new types of coffees that can cater the needs of local market.
Strong supply chain management. The supply chain management of

Starbucks allows the company to replicate successful coffee products in

the global scale

0,

Opportunity

China's consumption upgrade.

. Increasing disposable income of Chinese customers.

High growth in China's coffeehouse market.
Emerging market volume in lower-tier cities in China,
Diverse demands on beverage products from Chinese customers.

. High penetration rate of mobile and internet technology in China (e.g.

Mobile Payment).

Weakness
1. Strategic focus on EU and North American market.
2. Incompetent pricing strategy in China.
3. Stiff organizational structure possibly hard to be reorganized.

Threat
1. Market entrants especially emerging Internet plus coffeehouses offering
online & offline merged experiences.
2. Ongoing economic recession that can harm the future growth of
disposable income of Chinese.
3. Customers turn to healthier products before the coffee consumption
habit is fully cultivated in the Chinese market.
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