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Executive Summary
This report analyzed the digital transformation made by Starbucks Corporation to deal with potential risks, from the perspective of change management. To make people better comprehend organizational changes, it offered a succinct analysis of the causes and contents as well as a critical assessment of the change's impact. To provide more specific information on the changing process, SWOT, the force field analysis, Lewin's three-step model, Kotter's eight-step model, and stakeholder analysis were all used. In conclusion, Starbucks performed successful in digital transformation, and it was recommended to proceed its digital transformation by accelerating the application of AI and Metaverse. What’s more, employee satisfaction and coherence of the change should be ensured.
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1
1 Introduction
1.1 [bookmark: _Toc66461218]Research Background
1.1.1 Introduction to Starbucks History
It has been observed (Lim et al. 2022, p.93) that Starbucks Corporation was established in 1971 which is the largest coffee shop franchise in the world and based in the United States.
In addition to coffee, Starbucks also offers tea, snacks, sandwiches, and pastries. 
As early as 1999, CEO Howard Schultz announced that Starbucks was experiencing digital transformation, launching a portal and online shopping mall. Starbucks was one of the first companies to launch gift cards in 2001. In 2009, Starbucks launched its first app, which allows customers to make payments using a smartphone by scanning the QR code inside the app.
In 2010, Starbucks announced the use of Starbucks Digital Network in its stores in North America, thus initiating cooperation with a series of digital enterprises.
In April 2011, Starbucks launched its location-based service MobilePour in seven major cities across the United States. In March 2014, Starbucks officially launched digital payment options in the United States, increasing the brand's mobile transaction volume to 15%. 
In May 2015, Starbucks and Spotify jointly launched a list of in store background songs that members liked, and provided free coffee coupons to Spotify's paid subscription users. Starting in 2016, members can directly view the daily news, briefings, and timely content provided by The New York Times through the Starbucks App. 
In August 2016, Starbucks partnered with Lyft to sell gift cards worth $20 in their stores. Lyft passengers were able to accumulate Starbucks points through the use of Lyft services, and their travel could be included in Starbucks' system (Chen, 2019).
[bookmark: _Toc66461222][bookmark: _Toc66461229][bookmark: _Toc17760]1.1.2 Definitions of Change Management and Digital Transformation
Any business or organization must constantly adapt to new market pressures, technological advancements, and digital transformation. In terms of business, it refers to a procedure for adjusting the business's scope so that it can adapt to changing needs and goals. Using change management techniques serves three primary goals: implementing change, overseeing change, and helping people adapt to change (Rouse, 2018). In this report, it was used to explain the development and causes of change.
According to Vial (2019), digital transformation refers to significant organizational activity, boundary, and objective transformation to take advantage of digital technology opportunities.










[bookmark: _Hlk121085917]2 SWOT Analysis
Starbucks' internal and external environments should be analyzed using SWOT in the qualitative study. While the external analysis looks at opportunity and threat, the internal analysis looks at strength and weakness.
	Strength
Brand advantage
Brand reputation
High global coverage
First-class supply chain management
Low staff turnover
	Weakness
Lack of localization and customization
Expensive
Commodity price fluctuations

	Opportunity
Mature business model
Extensive cooperation with the entertainment industry
	Threat
Market saturation trend
Consumer lifestyle changes




 (
Fig.1 SWOT
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Source - Author
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One of the QSR brands with a reputation for having a low staff turnover rate is Starbucks. The well-known coffee shop distinguishes apart from other businesses, which frequently have turnover rates of more than 100%, at only 65% (Workstream, 2023). This advantage is conducive to the success of Starbucks’ change because effective human resource management could support the change.
Besides, Starbucks’ weaknesses may not be detrimental. For instance, localization is not always successful, and it partially depends on the request - or even a policy - from a particular firm or brand. For Starbucks, Pammungkas (2023) said it “deliberately did not localize the names of the products for it might ruin the branding instead” . In this way, Starbucks’ weakness to some extent did not have negative impact.
To conclude, Starbucks has built a solid brand and a following of devoted customers. However, Starbucks faced a variety of threats and opportunities because it operated in a dynamic and competitive market. If it intends to continue expanding and succeeding, it has to put in plans that take these issues into account and are in line with its broad corporate goals. This can involve going after new markets, offering new products, or growing its loyalty program in addition to addressing challenges and weaknesses like intense competition and unstable commodity prices (Pereira, 2023). 













3 Kurt Lewin’s Force Field Analysis
According to Burnes (2004), in order to comprehend group behavior, force field theory attempts to map out the entirety and complexity of the environment in which the behavior occurs. 
 (
Fig.2 
Force Field Analysis
 of Starbucks
Source - Author
)
3.1 Driving Forces of Change 
3.1.1 Covid-19
According to Nyamunda (2022), a measure of personal and organizational change brought about by the Covid-19 epidemic was unprecedented in this generation. It served as a catalyst for improvements in both organizations and individuals. The epidemic was changing consumer behavior, leading to a surge in mobile orders, as well as an increase in consumption of cold coffee and personalized beverages. However, as Starbucks CEO Kevin Johnson noted, “there are times of change in every sector that present enormous opportunity for companies that can adapt, make the right investments, and boost distinctiveness and competitive advantage. One of the few chances to get involved and set Starbucks apart from rivals is Covid-19” (Mixson, 2021).
Since Covid-19, Starbucks has been accelerating its digital transformation to respond to the rapidly growing demand for online orders and improve the working environment of employees. It was reported by CNMO (2022) that 25% of Starbucks' orders were online, and this change was caused by the epidemic. Starbucks has also increased its market share in the United States because ordering drinks was easier than before. However, although the increase in online orders was a good thing for the company, it undoubtedly added a lot of burden to some stores with limited manpower. Howard Schultz, the founder of Starbucks, has accelerated the improvement of the management system in response to this market change since March 2021. His decisions include adding new equipment to the store that can heat food faster while reducing plastic waste, designing new stores to accelerate ordering speed, and increasing the number of employees.
3.1.2 Technological Innovation
The advent of e-business and e-commerce at the end of the 1990s prepared the way for modern digital transformation. However, at the time, information technology was still mostly employed to support established activities like marketing, customer relationship management, purchasing and sales, and logistics. Today's digital transition is far more extensive. Information technologies are currently being used by businesses to create fundamentally new goods, services, and business models. Not only do IT advancements assist this drastic redesign of processes and value chains, but they also make it possible (Châlons and Dufft, 2017).
The new beverage preparation system of Starbucks has reduced the time for beverage preparation by more than one minute. With the introduction of automatic ice supply equipment, the trouble of barista moving ice cubes one by one to make cold drinks has been swept away. Starbucks also planned to introduce equipment that can efficiently brew hot coffee by 2023 (CNMO, 2022).
3.1.3 Competitors
Although Starbucks has strong influence and brand loyalty in the globe, it has been facing up increasing competitors. On the one hand, Starbucks' goods are not very distinctive, therefore rivalry in the coffee industry is only expected to grow and get more intense. On the other hand, The cost of the company's beverages has been rising over time. The corporation stated in 2021 that it would be raising the pricing of a certain beverages, which upset and displeased several customers. McDonald's and Dunkin', two competitors of Starbucks, may gain ground because they are less expensive options (Musonera, 2021). Besides, Luckin owned a considerable market share in China increasing from 2% to 14% while Starbucks fell from 45% to 18% between 2018 and 2022 (Netease.com, 2022).
Digital transformation can help enterprises realize the transformation and upgrading of business process digitalization, data digitalization, management digitalization, service digitalization, etc., and improve the competitiveness and market share of enterprises (Zanon, Szejka and de Freitas, 2021).
3.2 Resistors of Change 
3.2.1 Cultural Resistance
Culture should be on board with digital transformation goals, or otherwise the transformation will likely fail even if the company have the right technology in place (Brinegar, 2023). An organization's culture will create resistance to change if organizational reform upends accepted norms and values and requires people to alter their behavior. Employee unhappiness might exist. For Starbucks, it has been advocating "creating a new experiential cultural atmosphere" and "treating employees like partners". As he pushed through the changes, Schultz adapted to the corporate culture, engaging and inspiring partners with better training and new revenue mechanisms, and thus reducing employee dissatisfaction and lowering staff turnover to some extent (Han, 2021).
3.2.2 Transitions in Leadership
According to Neal and Rhyne (2021), “Not-so-smooth leadership transitions could cause big losses.” In 2017, Howard Schultz left office and Kevin Johnson took over his job. While in 2022, Schultz rejoined the board of directors and handled daily management work, and in March 2023, new CEO Laxman Narasimhan assumed control from the interim CEO Schultz (Bronner, 2023). Transitions in leadership may have potential risks because of the differences between leaders. Thanks to its Schultz, Laxman joined the company in October 2022 before stepping into the top job in 2023 (Lucas, 2022). He got familiar to Starbucks with Schultz as an advisor, which means the digital transformation might proceed. Prior to him, Johnson had missed some change timing even though he insisted on digital transformation. For example, Starbucks was slow on delivery. In 2017, when Luckin Coffee was established, Starbucks China had already begun to discuss the delivery cooperation with Alibaba, but it was not until 2018 that the cooperation was finalized. The most common online delivery business took nine months. Before that, Starbucks did not provide delivery service, because the Chinese market needed to be consistent with the global market, and decisions in China had to be agreed by the global headquarters, so the reform progress was slow (Zhen, 2022).
4 Lewin’s Three-Step Model of The Change Process
As Malik (2020) argues “To substantiate his Force Field Theory, Lewin suggested a straightforward 3-step change model which aids employees’ ability to adapt to change.” The length of time needed to launch a product of this kind is one issue that Lewins model is unable to effectively account for. Lewins could be used to guide numerous decisions that had to be made after a choice had been made, but not the project as a whole. In their book, Cameron and Green (2012) also stated that managers sometimes use this model as a planning tool rather than as an organizational development process.
Stage 1 - Unfreeze
The first stage of Lewin's paradigm, which deals with perception management, is to prepare the parties concerned for the upcoming organizational transformation. Recognizing that people can have a bias toward the status quo is important; in other words, the option to do nothing is frequently the most tempting since it is the most comfortable and familiar. Because the driving forces were greater than restraining forces, then Starbucks’ digital transformation occurred (Lind, 2017).  
Stage 2 - Change
This stage deals with the implementation of change after the status quo is upset (Malik, 2020). The process of shifting to the future state is known as the change or moving stage. During this phase of transition, Starbucks and its members changed from one method of operating to a different one. It is the time when transformation actually manifests. Each Starbucks employee adjusted to the digital change by education, training, communication, and support.
Stage 3 - Refreeze
Lewin referred to the last phase of his change model as "freezing," but many use the term "refreezing" to denote the process of bolstering, stabilizing, and consolidating the changed state. Changes made to an organization's goals, structure, offerings, or people are recognized as the new standard or status quo and are refrozen (Bryce, 2012). The transformation of reforms into organizational culture is very crucial. Starbucks has announced that it will have 45,000 stores worldwide by 2025. It planned to build 2,000 new stores and delivery platforms in the United States. In China, it planned to expand to 9,000 stores, almost double its current level (CNMO, 2022).
Nevertheless, some have argued that this phase is no longer relevant because it is better for organizations to resist going back to their previous practices rather than refreeze fresh changes in the context of today's dynamic business climate. 











5 Kotter’s 8-Step Change Model
As observed by Jain (2019), the eight-step methodology outlines a procedure that executives can use to drive organizational change. Planning, top leadership, communication, team development, reward systems, negotiation, influence, and organizational behavior are just a few of the many subjects it presents. While each stage makes a legitimate contribution, the next part focuses on the steps that have the most bearing on Starbucks' shift. This model is logical with planning & analysis, structure and control, resources as well as details timings.
Step 1 Create a Sense of Urgency 
Taking Starbucks as an example, the CEO communicated with key stakeholders to explain why change was necessary and should be implemented currently. Starbucks continued to take action to accelerate the digital transformation of enterprises.
Step 2 Form a Guiding Coalition 
At this stage, Starbucks must take a series of actions to identify capable and influential key allies and steadfast partners. They must support and be willing to drive necessary changes. The exact partners were difficult to determine, but they may be composed of key stakeholders. It can be said that the fact of making this decision means that the key influencers must already be in place.
Step 3 Create a Strategic Vision 
Starbucks revealed its new digital transformation strategy: the “Digital Flywheel” built around four pillars, namely rewards, personalization, payment, and order back in 2017. The Digital Flywheel program based on cloud computing aimed to gain a more accurate understanding of consumers' true needs through the support of artificial intelligence technology (AI). Meanwhile, Starbucks designed to provide consumers with more personalized services through this artificial intelligence technology (Mixson, 2021).
According to Kotter (1995), leaders must constantly repeat their vision and use all channels. In China, digital transformation has clearly been placed in a more important position. Since 2018, Starbucks and Alibaba have reached a partnership to provide delivery services in 35 cities. They have also established a membership system with Chinese delivery software, allowing users to accumulate Starbucks membership points while placing orders on the software (IDG, 2020). Since 2019, Starbucks China has adjusted its management structure, with its digital innovation department and retail department running parallel. This also indicates that internally, Starbucks China's emphasis on digital transformation has further increased (Sohu.com, 2019).
Step 4 Initiate Change Communication
Step 5 Remove Barriers to Change
Step 6 Generate Short-Term Wins 
Starbucks CEO Kevin Johnson stated to investors in 2020, as Covid-19 was putting nations on lockdown, “In every industry, there are periods of disruption that create great opportunity for those businesses that adapt to the disruption, invest in appropriate ways, and strengthen their differentiation and competitive advantage. ” Early in 2020, at the height of the Covid-19, Starbucks stock value and sales both sharply declined. However, compared to many of its competitors, Starbucks was better prepared to weather the storm since it had previously made investments in digital technology.
For instance, even prior to the epidemic, 80% of Starbucks customers routinely used the app to place "grab and go" orders. Drive-throughs and mobile-only stores proved to be easy to expand because these business models were already well-established. Due to these activities and general consumer loyalty, they were able to recover a sizable percentage of the lost revenue in 2020 despite lower sales. Actually, Starbucks's revenue fell by only 5% in the first quarter of 2020 (Mixson, 2021).
Step 7 Make Change a Continuous Process
Starbucks’ CEO Johnson stated at the annual shareholders meeting in 2018 that the company's innovation strategy would focus on three areas over the following ten years: increased digital investment, continued market expansion in China, and the creation of high-end selection lines as the hub of innovation (IDG, 2020). What’s more, according to Mixson(2021), Starbucks still intended to increase its real estate footprint to 55,000 outlets by 2030, despite the fact that its digital efforts have been successful in 2020. A new endeavor comparable to a think tank, the ASU-Starbucks Center for the Future of People was also launched with the goal of examining "how companies provide a customer and human experience at scale while concurrently taking care of humanity and the planet."
It can be perceived that continuous changes contribute to Starbucks Corporation’s growth.
Step 8 Incorporate Changes in the Organization Culture





6 Leadership and Change
It has been observed by Metcalf (2023) that leadership enables businesses to adapt to an ever-changing environment through resource development, the use of cutting-edge technology, and crisis management.
Respected by the management team, Kevin Johnson initiated a variety of improvements between 2017 and 2022, including mobile ordering, partnerships with Uber Eats and delivery services, and a $17.5 million global distribution agreement with Nestle. Starbucks collaborated with Uber Eats and Alibaba in 2019 to offer delivery in the US and China (Phillips, 2023). 
Even though Johnson was hard-working, particularly during the pandemic, he neglected to pay adequate attention to several significant repercussions. Under his direction, Starbucks' profit margins declined, as did the company's culture, employee unhappiness (which led to the unionization of numerous Starbucks shops), and staff turnover, all of which were exacerbated by the pandemic. This led to the leadership transition. In 2022, Starbucks’ founder Howard Schultz rejoined the board of directors and handled daily management work, and in March 2023, new CEO Laxman Narasimhan assumed control from the interim CEO Schultz, which took place as Starbucks struggles to fend off a growing wave of unionization (Bronner, 2023).





7 Stakeholder Analysis
According to Mendelow (1991), stakeholder groups should be evaluated in terms of their power (the capacity to affect a organization's strategy or project resources) and interest (how interested they are in the organization or project succeeding).
 (
Low
Power/Influence
High
Negative
Attitude
Positive
)              
	trade unions, media
	CEO, institutional shareholders, investors, customers, government

	competitors, local communities
	employees, suppliers
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From the high-power and high-interest group, possible coalition members can be found. Kotter (1995) found that the coalition's members needed to be strong in terms of connections, reputations, and knowledge. While senior executives' backing is essential for the change, employees and suppliers lack such power. In fact, Starbucks’ CEO decided to continue its digital transformation which was beneficial to other stakeholders’ interest.
The current strong brand and corporate image of Starbucks indicated the firm’s efforts to include stakeholders in its strategies and success (Thompson, 2017).
 
8 Conclusion
In conclusion, Starbucks has made outstanding achievements in digital transformation, which has been regarded a successful business case. There are many explanations in at least four aspects. 
First of all, since Starbucks’ driving forces of digital transformation combined outweighed the resistors, which means the driving forces namely Covid-19, technological innovation and competitors were strong whilst the resistors including cultural resistance and transitions in leadership were weak, the change happened. What is more, based on SWOT analysis, it is also a right choice for Starbucks adopting digital transformation. Secondly, by Lewin’s three-step model, one of the elements of the planned change, Starbucks has created dissatisfaction, implemented implantation and stabilisation, which resulted in a successful change. Besides, Kotter’s eight-step model reveals that Starbucks created a sense of urgency, formed a guiding coalition, created a strategic vision, removed barriers to change, generated short-term wins and made change a continuous process making the change successful. Thirdly, in terms of leadership, Starbucks experienced several changes, but leaders supported and advanced digital transformation basically. Fourthly, stakeholder analysis drew the conclusions that Starbucks has made decisions based on stakeholders’ interest supported by its stakeholders of both high power and interest. Therefore, it is reasonable that Starbucks adopted and succeeded in digital transformation.



9 Recommendations
In terms of technology, Starbucks is recommended to proceed its digital transformation by accelerating the application of AI and Metaverse. The recent explosion of artificial intelligence (AI) and Metaverse technologies has increased the need for such research because they are being used more frequently in a variety of organizational practices, opening up new opportunities for digital transformation (Holmström, 2022).  
Firstly, AI can be used to save Starbucks’ employees and partners time and invest more time in the most important parts of the business. Deep Brew, Starbucks' AI driven platform, enables the company to use AI and ML for innovation. It can automatically perform time-consuming tasks, such as inventory management and preventive maintenance on its Internet of Things (IoT) connected espresso machine (Hyperight.com). Additionally, predictive analytics can also be performed by the system to track vaccination progress across all of Starbucks' markets (Fantozzi, 2021). Secondly, AI can be used to personalize the customer experience. To date, Starbucks has about 20 million active users on its mobile app (Klein, 2021), bringing a huge amount of data to the table. An enterprise which provides thoroughly personalized and thoughtful product choices will give customers a warm feeling that their preferences are important and greatly affect their emotions towards their beloved coffee brand.
Moreover, Metaverse is advised to help Starbucks design and optimize marketing activities. Businesses might be able to broaden their scope and reach thanks to a linked metaverse, which would also provide them access to new markets and revenue streams by means of identifying the most profitable customer segments and so on (Rathore, 2023). In September 2022, Starbucks launched a Web3 platform called "Starbucks Odyssey" that combined Starbucks Rewards with NFT (Baidu.com, 2023). To take further efforts, Starbucks can transform offline stores and create a digital "third space" and meanwhile create a metaverse coffee shop that complements offline coffee shops.
While in terms of other fields, Starbucks would better ensure employee satisfaction by providing a series of training, communication, and support. In addition, it should ensure coherence of the change regardless of transitions in leadership.
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