
University of Wales Trinity Saint David
Course: BA (Hons) Business Management Level 5- Term 2
Name: Diana-Veronica Ciobanu
Student Id: 1913295
Module name: Management economics 
                                                              Lecturer: John Malagila

Date: 13/05/2022
 Assessment 2











Table of Contents
Introduction	3
Analysis of the market	5
Different market structures	8
Discussion	12
Conclusion	13
References	14



[bookmark: _Toc100402636]Introduction
Focusing on Starbucks operations and processes, this report examines the company Jerry Baldwin, Zev Siegal, and Gordon Bowker opened the first Starbucks in 1971 in Seattle's Pike Place Market. Among their most popular products were coffee beans and coffee-making equipment. A specialized roaster and merchant named Peet's Coffee and Tea supplied them with green coffee beans. As a result, they started purchasing their coffee directly from the farmers who were producing it. After joining the company in 1983, Howard Schultz said that it should also be selling coffee, espresso, and beans itself. They claim it would detract from their core goal of selling coffee beans. Second, Giornale Coffee Bar Chain was formed by Schultz in 1985 when the concept failed (Alsem, 2015). After paying the original proprietors of Starbucks £1, Schultz's II Giornale purchased them in 1987. Due to Schultz's conversion of II Giornale locations to Starbucks, the company developed rapidly. 
[image: Starbucks down? Current problems and outages | Downdetector]
Figure 1 - Starbucks logo
Starbucks now sells everything from freshly brewed coffee to espresso drinks to Tazo tea to baked goods to sandwiches and salads. In addition to gift cards, books, and CDs, Starbucks memorabilia may be purchased. The likes of Frappuccino, iced coffee and espresso beverages, whole bean coffee, tea, coffee liqueur, and luxury ice cream are all popular with consumers throughout the world. When it comes to brand and product differentiation, Starbucks knows exactly what it's doing. Thus, they can distinguish their goods and services from those of their competitors successfully (Pride, Hughes and Kapoor, 2016). 
The Starbucks brand's worth is heavily dependent on the Starbucks reputation for high-quality items and consistently exceptional customer service, and this is where Starbucks' performance comes into play. There are 16,120 Starbucks locations in 94 countries throughout the globe now, making it the most popular coffee brand on the planet. Customers at Starbucks have the option of selecting from a wide range of coffee blends and single-origin options. People who want to make their coffee may find it in their local convenience shops. Starbucks serves more than five million customers each week and employs more than 140,000 people globally.


[bookmark: _Toc100402637]Analysis of the market
The worldwide coffee market, which was worth over £102 billion in 2019 and is estimated to generate sales of £156.64 billion by 2026, is predicted to grow at a CAGR of around 6.2 per cent between 2020 and 2026. Stimulating effects are provided by the caffeine in coffee. It is one of the most popular and well-known alcoholic beverages in the world. It may be prepared and displayed in a variety of ways. In addition to hot coffee, can also make iced coffee. Several clinical investigations have shown that moderate coffee drinking may have a small or slightly favourable effect on the health of healthy individuals. Global coffee consumption is on the rise due to a variety of factors, including rising disposable income, an ageing population, urbanization, and the expansion of food service outlets (Pride, Hughes and Kapoor, 2015). 
[image: Smart Coffee Maker Market to Grow by $ 340.40 mn During 2020-2024 | Industry  Analysis, Market Trends, Market Growth, Opportunities and Forecast 2024 |  Technavio | Business Wire]
Figure 2 - Coffee industry market growth (Mazzucato, 2013).
The worldwide market's demand is predicted to expand significantly in the future due to rising living standards and changing workplace cultures. Numerous additional developments in the global coffee market are taking place, such as organizations upgrading their customer service methods and new current brands aiming to win over customers via loyalty-building tactics. The growing awareness of the health advantages of coffee consumption is also predicted to drive demand for organic coffee. The introduction of new flavours like Barista, CCD, and Starbucks has improved the consumer experience. The world's coffee market is categorized by product type. Depending on the products, distribution method, and eventual usage of the goods. In the global coffee market, Robusta and Arabica are separated by kind of product. The most common distribution channels for coffee across the world are supermarkets and hypermarkets. In addition to the big-box stores, customers may discover a broad range of retail enterprises (Mazzucato, 2013). Among the many types of coffee available on the world market are soluble, ground, roasted, speciality, and ready to drink. French, American, Italian, Vienna, and European are all subcategories of roasted coffee.
Because of its long history of profitability and aspirational branding, Starbucks Coffee Company has been instrumental in elevating the coffee shop experience to a worldwide level. People all around the globe are fascinated by Starbucks' "The Third Place" idea, which has endured economic downturns and a worldwide pandemic. It has grown ingrained in people's lives all around the world and is now an essential component of their culture. After opening in 1971, coffee shops were still a relatively new phenomenon, and Starbucks was one of the first to take advantage of this. It is said that Jerry Baldwin and Zev Siegl, and Gordon Bowker were influenced by Peet, the creator of Peet's Coffee, in the early 1900s when they began selling high-quality coffee beans and coffee equipment. Speciality coffee had just recently begun to gain traction when Starbucks opened its doors in the late 1980s and early 1990s. Additionally, they certainly aided the global spread of this disease. La Marzocco's success as a worldwide brand may be attributed in no little part to the fact that the firm started with classic espresso machines (Mahobia and Jain, 2015).
[image: Coffee Beans Market Size, Share & Trends | Industry Report, 2019-2025]
Figure 3 - Coffee beans market size (Kotler, Armstrong, Kotler and Kotler, 2012).
Jerry Baldwin and a group of investors purchased Peet's Coffee & Tea in 1984 when Starbucks was created. During the 1980s, there was a decline in the number of all-out espresso alternatives in the United States. Strength espresso has grown in popularity from 3% of the market share in 1983 to 10% of the market share in 1989. It was only in 1986 that the organization began selling coffee at its six Seattle sites, according to its website. After acquiring the Starbucks franchise in 1987, Schultz immediately began rebranding his Il Giornale espresso cafés like Starbucks and doubling their size (Kotler, Armstrong, Kotler and Kotler, 2012). 
[image: Chart: Starbucks at 50: A Sprawling Coffee Empire | Statista]
Figure 4 - Starbucks outlets all over the world (Mazzucato, 2013).
Waterfront Station in Vancouver, British Columbia, and O'Hare International Airport in Chicago were the first Starbucks locations outside of Seattle. It is estimated that in 1989, Starbucks roasted about 2,000,000 pounds of coffee yearly at its 46 sites in the Northwest and Midwest (907,185 kg). Since its NYSE IPO in June 1992, Starbucks has grown to 140 locations and generated revenues of £73.5 million, up from £1.3 million in 1987. The current market value of the firm is £271 million. It is anticipated that the selling of a 12% stake will bring the company £25 million in revenue over the next two years. By September 1992, Starbucks' offer expenses had climbed by 70% to be more than three times revenues on a quarterly average. More than 10 per cent of Starbucks customers made in-store transactions using the company's app in July 2013.
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In a monopolistic marketplace, there are a large number of sellers to choose from. When the number of vendors is small in contrast to the size of the market, there is no need for a large number of vendors. In this particular instance, the firm's pricing strategy has just a little influence on the market price. Furthermore, monopolies have unique goods that have close but imperfect alternatives, as well as market dominance and dominance of the market (Haskova, 2015). Buyers are unclear about which choice to choose as long as there are a large number of alternatives. A further advantage of a monopolistic market system is the relative simplicity with which one may enter and exit a market. Because of Starbucks' monopolistic market structure, it is vital to investigate the factors that contribute to the company being classed as a monopoly in this investigation. 
[image: Market Structure: Reflection | Evangel's IB Economics Blog]
Figure 5 - Starbucks market reflection (Godsmark, Arduser and Brown, 2014).
Starbucks, a well-known American coffeehouse business, places a strong emphasis on the concept of monopolistic competition. Product variety, price control, and an overabundance of manufacturers all contribute to the formation of a market structure characterized by monopolistic power. Starbucks Differentiation in the Market Shopping in a marketplace where the monopoly firm has a large number of possibilities for things that are essentially identical in price would provide shoppers with a wide variety of options. Differentiating goods via support programs, perceived disparities, and individual changes are all common techniques of differentiation. Starbucks distinguishes itself from the competition by using a diverse range of coffee beans in its numerous products and services. Antigua, Ethiopia, and Brazil are just a few of the exotic coffee-producing countries that provide Starbucks with its products. With beans that are sourced from such a diverse variety of locations (Godsmark, Arduser and Brown, 2014). 
[image: Let's Look At Starbucks' Growth Strategy]
Figure 6 - Growth of Starbucks (Godsmark, Arduser and Brown, 2014).
Starbucks can give a diverse selection of beverages as a result of the large array of beverage alternatives that it provides. Starbucks's quality is unrivalled by any other firm in the world. In ordeToentiate Starbucks goods from its competitors, things including shop design and barista education are important. Starbucks Frappuccinos are available in a variety of flavours, according to the company's most popular beverages list. As stated by Starbucks, the Frappuccino is available in a number several and cup sizes, as well as on a hidden menu. Starbucks Coffee reaps the advantages of the price disparity because of its better position compared to its rivals.
[image: Economics And Starbucks: Market Structure]
Figure 7 - Economics of Starbucks market
This neighbourhood is home to several coffee shops that all offer the same product. Starbucks, for example, is a well-known worldwide coffee shop. A nice perk is that several of the baristas at Costa Coffee, Caffe Nero, and Taylor St. are also self-employed small company entrepreneurs. This indicates that the pricing selections made by Starbucks have minimal influence on the market's value (Geelhoed, 2013). Therefore. Because of the increasing demand for coffee, Starbucks can increase prices without having to worry about other coffee shops decreasing costs or improving their services in response. Starting a business in the coffee sector has a unique set of hurdles. To start a coffee company, don't real anything more than an espresso shot and a few bags of coffee beans. Because of Starbucks' special offering, small coffee shops do not survive for lengthy periods of time.
Because of Starbucks' well-established reputation, it will be tough for a newcomer to make an effect in the coffee industry. Independent coffee enterprises such as Bridgeport Coffeehouse in Chicago and Makers & Finders Coffeehouse in Las Vegas are taking on Starbucks, the world's biggest coffee chain, in a battle for market share (Ebert and Griffin, 2013). Consequently, Starbucks Corporation meets all three of the strict sense and qualifies as a monopolistically competitive market in the United States of America. have been well and has a proven track record of accomplishment. Starbucks is able to retain consumers via the use of innovative products, store design, and barista training, all of which encourage customers to return. Starbucks has come up with a variety of creative strategies to keep customers coming back.
[image: ]
Figure 8 - Strategic analysis of Starbucks (Chen and Liang, 2021).
It was determined that Starbucks needed to adjust its pricing approach because of changes in costs, competitive pressures, and competition. Non-price sensitive consumers were given skim prices, while the gain market share was implemented to help the corporation grow into price-sensitive markets. The industry is defined by the monopolistic competitive market, which puts huge pressure on Starbucks, given that it has the largest proportion of the market and that its closest competitors also hold a significant part (Chen and Liang, 2021). A high degree of competition is generated since consumers are not punished for switching to another competitor. In order to get a greater portion of the food and beverage market, Starbucks Corporation is continually refining its product line. Product lines are introduced or adjusted by the company in order to increase its market share and extend its customer base. Starbucks primarily focuses on the following business segments: Coffee.
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Monopolitical competition, third-degree pricing policies, and demand price elasticity are some of the most important topics in this field. An explanation and the following technique will be used in conjunction with this broad notion to tie Starbucks to the entire concept. There is no competitiveness when there is a monopoly on the market (Capon and Go, 2016). The phrase "monopolistic competitive market" refers to a marketing environment that sits between "perfect competition" and "monopoly" in terms of market structure. Both monopoly and competitiveness coexist in these marketplaces.
Cost is a factor in Starbucks' supply and demand dynamics. How many individuals are willing and able to purchase coffee is directly related to its cost. Marketing and sales don't know how much customers are willing to pay, a recipe for disaster. As a result of the rising cost of Starbucks' coffee, fewer people will buy it. However, if they lower the cost of coffee, they will notice an increase in demand from their present customers (Brown, 2014).
A high-end lifestyle smell has helped McDonald's, Panera Bread, and Dunkin Donuts charge more for their mixes, although all provide comparable items. A significant portion of their clientele has the firm belief that they are the only ones capable of producing such high-quality coffee. Increasingly, Starbucks consumers are looking at the true cost of the beverage they've been sipping on in their cups rather than the cup's aesthetics.
The development of unique brand names and logos is critical for enterprises in the monopolistically competitive industry, such as Starbucks. Aesthetics and goods are used in Starbucks advertisements, as well as the company's intellectual properties. When it comes to a cup of coffee that's both tasty and fragrant, many people only go to Starbucks. People who drink Starbucks coffee tend to have a certain degree of social status, which in part contributes to this phenomenon (Artikis, 2007). When it comes to marketing and product development, it's important to keep in mind that there is a lot of coffee out there that is quite similar to the one trying to sell. The only way to tell one coffee from another is to try a wide variety of the beans available. Since the market is overloaded with possibilities, it's tough for customers to try them all out. In order to acquire new customers, marketers exploit this knowledge to their advantage. In terms of marketing and environment, Starbucks has the edge over its rivals.


[bookmark: _Toc100402640]Conclusion
For a long time, Starbucks was the dominant player in the speciality coffee market. Customers have been drawn in by the combination of a refined French coffee shop and a welcoming atmosphere. To join as long as prepared to put money down. Since their prices have reached equilibrium with them, their supply has dropped. This is due to the current economic scenario. To remain competitive in the market, Starbucks has had to lower its pricing as the economy has changed (Alsem, 2015). A corporation operating in a monopolistic market would have anticipated a short-term profit based on the closure of outlets and the decrease of workers. Starbucks' premium coffee workforce planning algorithms failed to predict an increase in popularity and a decrease in income. Fewer people will buy coffee if the price rises.
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