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I. Executive Summary
This report presents a strategic marketing audit of Starbucks, a global fast-food restaurant group, in response to global economic challenges, particularly the Covid-19 pandemic. The audit employs the PESTEL, SWOT, Porter's Five Forces, and McKinsey's 7S Framework to analyze Starbucks' current and future external and internal environments. The report identifies five key issues and discusses their impact on Starbucks, both now and in the future. Based on these findings, the report offers recommendations to help Starbucks and its marketing department navigate the challenging landscape.
II. Introduction
The Covid-19 pandemic has brought about unprecedented challenges across various industries, and the hospitality sector is no exception. Companies operating within this domain, such as Starbucks, the world's largest coffeehouse chain, have had to confront numerous obstacles and adapt to the rapidly changing landscape. Starbucks, founded in 1971 in Seattle, Washington, has grown into a global brand with a presence in more than 70 countries, known for its high-quality coffee, diverse product portfolio, and unique customer experience (Starbucks Corporation, 2022).
The pandemic has resulted in significant changes in consumer behavior, government regulations, and market dynamics. Organizations in the hospitality industry have been forced to rethink their strategies, operations, and marketing efforts to navigate through these turbulent times. Starbucks, with its vast network of stores and commitment to delivering exceptional customer experiences, faces unique challenges that require a thorough understanding of both internal and external factors affecting its business (Berman, 2022).
In this context, the strategic marketing department of Starbucks has been asked to conduct a comprehensive marketing audit to critically analyze the organization's current and future external and internal environments. The audit will employ various theoretical frameworks and models, including PESTEL and SWOT analyses, Porter's Generic Value Chain, McKinsey's 7S Framework, and Porter's Five Forces, to provide a holistic understanding of the factors impacting Starbucks' operations and performance. By analyzing these factors, the audit aims to identify key issues and opportunities that Starbucks can leverage to maintain its competitive advantage in the face of the ongoing pandemic and the economic challenges it has precipitated (Neilson et al, 2014).
III. Main Findings
A. PESTEL Analysis
PESTEL is an acronym for Political, Economic, Social, Technological, Environmental, and Legal factors. PESTEL analysis is a strategic management tool used to identify and analyze the macro-environmental factors that influence an organization (Gupta, 2013). Applying the PESTEL analysis to Starbucks helps identify various external factors affecting the company. Some of these factors include legislation and guidelines in the hotel industry, economic issues in the hospitality sector, and the advancement of technology for contactless processes to prevent the spread of Covid-19. The PESTEL analysis has identified several key issues for Starbucks, including:
· Technological advancements: The adoption of contactless processes, mobile ordering and payment systems, digital marketing, and AI to analyze customer preferences and personalize recommendations.
· Political factors (legislation and guidelines): Public health regulations in response to Covid-19, international trade policies, tariffs, and import/export restrictions that affect the supply chain and procurement processes (Holmes, 2022).
· Economic challenges in the hospitality industry: Market fluctuations, inflation, currency exchange rates, and increasing competition from alternative services like Airbnb.
· Environmental sustainability concerns: Climate change impacts on coffee production, waste management, and the company's commitment to reducing its carbon footprint and promoting sustainable practices.
· Legal factors and compliance requirements: Adherence to labor laws, minimum wage regulations, data privacy, and intellectual property protection in various countries where Starbucks operates (Holmes, 2022).
In-depth discussion on Technological and Political factors
Technological advancements
Technological advancements: In the hospitality industry, technology has become a significant factor in enhancing customer experiences and streamlining operations (Bilgihan et al., 2016). Starbucks has recognized this trend and has been proactive in adopting various technologies to improve its customer experience and operational efficiency. For instance, the company introduced the Starbucks Mobile App, which allows customers to place orders, make payments, and collect rewards points using their smartphones (Berman, 2020). This contactless process not only promotes customer safety amid the Covid-19 pandemic but also reduces waiting times and enhances overall customer satisfaction.
Moreover, Starbucks has invested in digital marketing strategies, such as personalized email campaigns and social media promotions, to reach its target audience more effectively. The company also implemented artificial intelligence (AI) to analyze customer preferences and offer personalized recommendations, further enhancing the customer experience (Alvarez & Mazza, 2019). By continuously adopting and integrating innovative technologies, Starbucks can maintain its competitive edge and drive growth in an increasingly digital world (Lombardi et al, 2021).
Political factors: 
The hospitality industry is subject to various legislations and guidelines that may impact Starbucks' operations both domestically and internationally. One example is the public health regulations and guidelines enacted in response to Covid-19. To comply with these guidelines, Starbucks had to implement safety measures such as adjusting seating arrangements, reducing operating hours, or modifying menu offerings (Holmes, 2020). This required flexibility and adaptability on the part of the company to ensure compliance without significantly disrupting its business.
Furthermore, international trade policies, such as tariffs and import/export restrictions, can affect Starbucks' supply chain and procurement processes. For example, ongoing trade disputes between the US and other countries may lead to higher costs for raw materials like coffee beans, which could force Starbucks to adjust its pricing strategy or find alternative suppliers. Additionally, changes in labor laws and minimum wage regulations in various countries could impact Starbucks' labor costs and overall profitability.
To navigate these political challenges, Starbucks must continuously monitor the political landscape in the countries it operates in and adapt its strategies accordingly. By staying informed of political developments and proactively adjusting its operations, Starbucks can mitigate potential risks and maintain its strong market position in a dynamic global environment.
B. SWOT Analysis
SWOT analysis is a strategic management tool used to identify and evaluate an organization's internal strengths and weaknesses and external opportunities and threats (Helms & Nixon, 2010). By applying the SWOT analysis to Starbucks, the company can gain insights into its competitive advantages, areas for improvement, and potential risks and opportunities.  The strengths, weaknesses, opportunities, and threats of Starbucks are:
Strengths:
· Strong brand recognition and reputation: Starbucks has established itself as a market leader in the coffee industry, with a globally recognized brand and a reputation for quality products and customer service.
· Global presence and market penetration: Starbucks has a vast global presence, with thousands of stores in numerous countries, which allows them to reach a wide range of customers and generate revenue from various markets.
· Diverse product portfolio and menu offerings: Starbucks offers a variety of products and menu options, including coffee, tea, pastries, sandwiches, and more, which cater to different customer tastes and preferences (Alvarez & Mazza, 2023).
Weaknesses:
· Dependence on the US market: Despite its global presence, Starbucks relies heavily on the US market for a significant portion of its revenues, which may expose the company to risks associated with economic fluctuations in the US.
· High product prices: Starbucks' products are often priced higher than those of its competitors, which may deter price-sensitive customers from choosing Starbucks over more affordable options.
Opportunities:
· Expansion into emerging markets: Starbucks can further expand its presence in emerging markets, such as Asia, Latin America, and Africa, to increase its customer base and revenue potential.
· Development of healthier and more sustainable products: With a growing focus on health and sustainability, Starbucks can develop and offer healthier and more environmentally friendly products to cater to changing consumer preferences (Alvarez & Mazza, 2023).
· Leveraging technology: Starbucks can utilize technology to enhance customer experiences, such as through mobile ordering and payment options, personalized recommendations, and loyalty programs.
Threats:
· Intense competition: Starbucks faces stiff competition from both global fast-food chains and local coffee shops, which may affect its market share and profitability.
· Fluctuations in commodity prices: Starbucks is subject to fluctuations in the prices of key commodities, such as coffee beans and dairy products, which can impact its production costs and profit margins.
· Changing consumer preferences: As consumer preferences shift towards healthier options, Starbucks may need to adapt its offerings to remain relevant and competitive.
4. In-depth discussion on two selected key issues (Internal resources and competition)
Internal resources: 
Starbucks' strong brand recognition and reputation are valuable intangible resources that contribute to its competitive advantage. The company has cultivated a loyal customer base that appreciates its high-quality products and unique store ambiance (Han et al., 2015). Additionally, Starbucks' extensive global presence and market penetration allow it to benefit from economies of scale, enabling the company to maintain its profitability and operational efficiency (Parnell, 2013).
However, Starbucks' dependence on the US market for the majority of its revenues exposes it to risks associated with economic fluctuations and changing consumer preferences in that region. To mitigate these risks, the company should consider diversifying its revenue streams by focusing on international expansion and catering to local tastes. By doing so, Starbucks can tap into new markets and customer segments, reducing its vulnerability to market shocks in specific regions (Alkaabi et al 2022).
Furthermore, Starbucks should invest in human capital and employee development to ensure it has a skilled workforce capable of delivering exceptional customer service and driving innovation. By nurturing its internal resources, Starbucks can maintain its competitive advantage and respond effectively to market changes.
C. Porter's Five Forces
Porter's Five Forces is a strategic management tool that helps organizations understand the competitive forces in their industry and identify potential sources of competitive advantage (Porter, 2008). By applying Porter's Five Forces to Starbucks, the company can gain insights into the competitive landscape and identify strategies to improve its market position.
· Threat of new entrants:  Examples include local coffee shops, artisanal roasters, and small-scale cafes that may cater to niche customer preferences or specific geographic locations.
· Bargaining power of suppliers: The bargaining power of suppliers varies depending on the scarcity of resources and the availability of alternative sources. For instance, fair trade and ethically sourced coffee beans could have higher bargaining power due to their limited supply and growing consumer demand.
· Bargaining power of buyers: Examples of alternative options include lower-priced coffee from competitors such as Dunkin' Donuts and McDonald's or at-home brewing systems like Keurig.
· Threat of substitute products: Substitute products in the coffee industry include ready-to-drink beverages, energy drinks, tea, and other caffeinated beverages that may fulfill similar needs or preferences.
· Competitive rivalry within the industry: The coffee and beverage industry is highly competitive, with numerous players vying for market share. Starbucks faces competition from large global chains like Costa Coffee and McDonald's McCafé, as well as independent coffee shops and regional chains that may offer unique products, lower prices, or a more localized experience (Alvarez & Mazza, 2023).
In-depth discussion on Threat of substitute products
Threat of substitute products: Starbucks faces the threat of substitute products from various sources, such as ready-to-drink (RTD) beverages, energy drinks, and at-home coffee brewing systems. These substitutes have the potential to erode Starbucks' market share and customer base by offering alternatives that cater to different consumer preferences, convenience, and pricing (He, 2021). To address the challenges posed by these substitutes, Starbucks must understand the dynamics of each alternative and develop strategies to maintain its competitive edge.
1. Ready-to-drink (RTD) beverages: The growing market for RTD coffee and tea beverages poses a significant threat to Starbucks, as these products offer consumers the convenience of enjoying their favorite beverages without having to visit a Starbucks store. To counter this threat, Starbucks can expand its own line of RTD beverages, such as bottled Frappuccinos and Starbucks Refreshers, and make them available in grocery stores and other retail outlets. This strategy would allow Starbucks to capture a share of the growing RTD market while maintaining its brand presence (Zhang and Xue, 2022).
2. Energy drinks: The popularity of energy drinks has surged in recent years, with consumers seeking alternatives to traditional coffee for their caffeine fix. While Starbucks' core product offerings may not directly compete with energy drinks, the company can explore opportunities to tap into this market by developing its own line of energy-boosting beverages that are in line with its brand image and values. For example, Starbucks could create natural energy drinks infused with coffee or tea extracts that offer a healthier and more sustainable alternative to traditional energy drinks.
3. At-home coffee brewing systems: The rise of at-home coffee brewing systems, such as Keurig and Nespresso, poses a threat to Starbucks by allowing consumers to enjoy high-quality coffee in the comfort of their homes. To mitigate this threat, Starbucks can expand its range of branded coffee products for at-home brewing, including whole bean and ground coffee, K-Cups, and Nespresso-compatible pods. 
D. McKinsey's 7S Framework
McKinsey's 7S Framework is a strategic management tool that helps organizations analyze and optimize their internal elements to achieve their objectives (Peters & Waterman, 1982). The framework consists of seven elements: strategy, structure, systems, shared values, skills, style, and staff. By applying McKinsey's 7S Framework to Starbucks, the company can identify areas of alignment and misalignment within its organization and make informed decisions to improve its performance. The framework includes:
· Strategy: Starbucks' overall approach to achieving its objectives
· Structure: The organizational design and hierarchy of Starbucks
· Systems: The processes and procedures in place at Starbucks
· Shared values: The core values and principles that guide Starbucks' operations
· Skills: The capabilities and competencies of Starbucks' workforce
· Style: The leadership and management style within Starbucks
· Staff: The human resources management and development at Starbucks
In-depth discussion on Strategy
Strategy: Starbucks' strategy is centered around delivering a unique and premium customer experience through its high-quality products, innovative store designs, and personalized services (Koehn et al., 2002). The company differentiates itself from competitors by creating an exceptional in-store experience, often referred to as the "Starbucks Experience." This strategy has been a key driver of Starbucks' success and brand loyalty. To maintain its competitive edge, Starbucks continuously invests in product development, store renovations, employee training, and technology to enhance customer satisfaction (Euromonitor International, 2021).
However, as consumer preferences and market conditions evolve, Starbucks must adapt its strategy to remain relevant and successful. The following areas are essential for Starbucks to address in order to sustain its growth and market leadership:
1. Digital transformation: The Covid-19 pandemic has accelerated the need for contactless services and digital channels. In response, Starbucks should prioritize the development and integration of digital technologies into its business model. This includes mobile ordering and payments, personalized marketing, virtual experiences, and artificial intelligence-driven customer service. By leveraging technology, Starbucks can improve customer convenience, increase operational efficiency, and drive customer loyalty (Berman, 2022).
2. Product innovation: As consumer preferences shift towards healthier options and plant-based alternatives, Starbucks must continuously innovate its product offerings to meet these demands. The company should expand its menu to include a wider range of health-conscious and environmentally friendly options, such as plant-based milk alternatives, low-calorie beverages, and sustainable packaging solutions. These innovations can help Starbucks attract a broader customer base and strengthen its brand image as a socially responsible company (Euromonitor International, 2021).
3. International expansion: While Starbucks has a strong global presence, there is still significant potential for growth in emerging markets. The company should focus on expanding its footprint in regions with growing middle-class populations and increasing disposable incomes, such as Asia and Latin America. Starbucks should also adapt its offerings to cater to local tastes and preferences in these markets to ensure its success (Aminuddin et al, 2021). 
By continually evolving and adapting its strategy to address changing consumer preferences and market conditions, Starbucks can maintain its competitive advantage and sustain its growth in the highly competitive coffee and beverage industry (Clements, 2019).
IV. Recommendations
Based on the findings from the strategic marketing audit, the following three recommendations are proposed to help Starbucks navigate the challenging landscape:
1. Diversify revenue streams through international expansion and product innovation: To reduce its dependence on the US market, Starbucks should focus on expanding its presence in emerging markets, such as Asia and Africa, and adapting its menu offerings to cater to local tastes. Additionally, the company should invest in product innovation to create unique and differentiated offerings that appeal to a broader customer base, such as healthier and more sustainable options.
2. Leverage digital technologies to enhance the customer experience: Starbucks should prioritize the integration of digital technologies into its business model to meet the changing needs of its customers. This could include implementing contactless services, such as mobile ordering and payments, enhancing its e-commerce platform, and utilizing data analytics to personalize marketing and product recommendations.
3. Strengthen supply chain resilience and sustainability: Starbucks should focus on building a more resilient and sustainable supply chain to mitigate risks associated with fluctuations in commodity prices, geopolitical tensions, and environmental concerns. This may involve working closely with suppliers to ensure fair and ethical sourcing practices, investing in sustainable packaging and waste reduction initiatives, and exploring alternative ingredients to minimize the company's environmental impact.
V. Conclusions
The strategic marketing audit of Starbucks has provided valuable insights into the company's current and future external and internal environments. By utilizing PESTEL, SWOT, Porter's Five Forces, and McKinsey's 7S Framework, the report has identified key issues that may impact Starbucks' operations and competitiveness. Based on these findings, the report offers three practical recommendations to help Starbucks navigate the challenging landscape and maintain its market position. By addressing these issues proactively and strategically, Starbucks can continue to deliver exceptional customer experiences and drive long-term success.
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