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THREATS 

Threats are forces outside Starbucks, which if acted upon, can jeopardize operations and profitability. Threats include high competition, inflation, changes in regulations and economic adversities which are critical threats to Starbucks’ competitive advantage and long run business growth requires planning to counter these risks.
High Level of Competition
· Competition is high within the coffee industry which is a threat to Starbucks because it calls for cutthroat competition. Because there is a large number of players from independently owned coffee shops to chains throughout the country it is highly competitive, and therefore very difficult for Starbucks to maintain a dominant business position (Thompson, 2024). They either have similar products at a cheaper price, or they come up with exclusive categories like the specialty coffee brands or the artisanal coffee brands. It tends to put strain in the market share which makes Starbucks to strive harder in order to improve on the attributes that creates values (Jia, 2023). If Starbucks is slow to move to meet new and different demands of its consumers, or changing strategies of its competitors, it loses consumers to competitors, this affected its profitability and consumer loyalty.
Inflation
· Inflation is another valid threat to Starbucks, especially when it comes to increasing operational costs (Chen, and Habibi, 2023.). Since the price of coffee beans, human resource and transportation keeps on rising, it might have a negative impact on Starbucks in that it may be forced to increase its product prices in order to have a worthy profit margin. However self-generated demand decrease as the price is high and consumers prefer to dig into their pocket less frequently due to dwindling income. This price sensitivity may mean smaller turnover and the number of customers, especially during the now well-known economic crisis when people are likely to be more frugal. The problem for Starbucks is, while it must cover its costs, it runs the risk of making changes that cause consumers to vote with their wallets, and not visit as often. For example, before inflation started to rise in 2021, Starbucks traded at $126 per share, while currently, in 2024, Starbucks trades at $81 per share. Since the inflation started to rise, the company’s revenue decreased by 2% annually (Trefis, 2024).
Changes in Regulations
· The legal systems are also source of threats to Starbucks, especially in regard to law changes and regulations due to the fact that it may bring about complexities into formulations of operations (Pereira, 2023). Meeting the essential public health requirements on food safety, conditions of workers, and environmental measures is expensive and time-consuming. For example, higher standards of the policies you adhere to on issues such as sourcing, disposal, or staff compensation can result in higher expenditures and changing business procedures. Managing through these shifts in regulations may pull resources away from other important business operations, and thereby affect output on the quality, effectiveness, and financial gains of a business (Pereira, 2023). Further, non-adherence to the new regulations will lead to additional fines, legal actions and reduction of the brand image.
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