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1.0 INTRODUCTION

1.1  Company background

[bookmark: _GoBack]In 1971, the first Starbucks opened. Starbucks just was a store in the historic Pike Park Market in Seattle. It started with a small store, providing the world’s best fresh-baked whole bean coffees. The name inspired by Moby Dick, evoked the romance of the high seas and the seafaring tradition of the early coffee merchants. 
From the beginning, Starbucks began to become a different company. One that not only celebrated coffee and the rich tradition, but that also brought a sense of connection. Nowadays, Starbucks had more than 15,000 stores in 50 countries, is the main roaster and retailer of specialty coffee in the world. (Starbucks.com)
1.2  Objective of the report
Many controversial issues about the development and the strategy management of Starbucks have been resolved. However, although a great deal of research has been carried out on business development, little has been studied on development from the custom’s point of view. “Because it is the customer who determines what a business is.” (Peter Drucker, 2013) 
This report aims to determine the development strategy of Starbucks, and analyze Starbucks in China’s advantages and limitations. According to the research, evaluate Starbucks’s current competitive position and make recommendations on the direction of the company’s development. 

1.3  Current Competitive Strategy/Business Level Strategy

Each enterprise has its own mission, from which to get the appropriate competitive strategy. (John L. Thompson, Frank Martin, 2010) Starbucks aims to open 25,000 stores all over the world, like McDonald’s, which is everywhere. (Baidu.com) This leads to the establishment of specific objectives in sales, profits, production and other aspects of the establishment of the expected level. Functional strategies will be developed to ensure that these objectives are achieved and the appropriate action plans or tasks to be implemented is determined. (John L. Thompson, Frank Martin, 2010)
Starbucks main strategy lies in turning the center of consumers demand from products to services, and in the age from service to experience. Starbucks devoted to create a “coffee religion” (Jesper Kunde, 2002) with the characteristics of creating “Starbucks experience”. 
1.3.1 Pricing Strategy
Pricing strategy is a comprehensive text. It aims to determine the maximum profit of a company by creating and capturing customers. (Tim Smith, 2010) Starbucks’s positioning in China is “the luxury that most people can afford”, and aims at“white-collar”(Baidu.com). Because most of these consumers with high incomes and high loyalty, they are senior intellectuals, who interested in high quality food and art. Since the cost of coffee product itself is proportional to the quality, it is difficult to attract customers through product prices. 

1.3.2 Product Strategy

In order to ensure quality, Starbucks is committed to the four principles: 1. refuse the franchisee to join; 2. refuse to sell artificial flavored coffee beans; 3. refuse to join the supermarket; 4. choose the best coffee beans to bake the perfect flavor. 

1.3.3 Marketing Strategy

The term “strategy” is extensively used to represent endless marketing activities. (Steven P. Schnaars, 1998) Starbucks has a consummate integrating system. Chinese Members are segmented into three different classes, Silver Star members (Welcome Level), Jade Star members (Green Level), Gold Star members (Gold Level). It is preferential to register card, the amount of consumption promotion a year, full of 25 stars can become Gold Star member. To maintain Gold level, members must continue to accumulate 25 stars within a year. Each level member has a corresponding consumer discount. For instance, send birthday coupons, buy 10 get 1. (My Starbucks Rewards) 
Beyond that, the company has been promised to providing customers with the best quality coffee and services, dedicated to creating a special and comfort, except office and home, “third living space”. 
2.0 MAIN FINDINGDS

2.1  SWOT Analysis

SWOT analysis is a strategic planning technique that examines strengths, weakness, opportunities and threats within an organization. (Jay M. Shafritz, E. W Russell, Christopher P. Borick, 2016)
Analysis the strengths and weaknesses of the organization ( internal focus) and  market analysis ( external focus) to create a SWOT (strengths, weaknesses, opportunities and threats) (Hooley et al, 2008).
	     Internal
     Factors



External
Factors
	Strength
	Weakness

	
	1. Development and innovation of new product
2. Brand advantage
3. Customer service
	1. Integral system
2. Decline in service level
3. Credit system

	Opportunity
	S&O (utilize)
	W&O (improve) 

	1. Market vacancy
2. Great potential of Chinese coffee market
	1. Expending market share
2. Brand extension
	1. Reverse the brand crisis
2. Direct-sale strategy

	Threat
	S&T (supervise)
	W&T (eliminate)

	1. Competitor
2. Rising costs
3. Unbalance regional development
4. Financial crisis
	1. Flexible price system
2. Public relations strategy
	1. Closing unprofitable shops
2. Looking for low-price suppliers


Figure 1: SWOT Analysis
2.1.1  Strength

First of all, from a consumer point of view, Starbucks has been in the forefront of innovation in the coffee industry. Created the Frappuccino, Cappuccino, Beer flavored coffee, and other new ideas to get customers love. In March 2010 (China News, 2013), Starbucks extended its special “Starbucks experience” of Chinese consumers’ favorite tea drinks sector, and researched 9 drinks, including two types of Chinese tea and Exotic tea.

Secondly, the reason that Starbucks will never drive out people who do not shop in the store, is because they are potential customers. For instance, there is a Starbucks downstairs in my house, if I am bored at home, I always go to Starbucks to use WLAN or do my homework. If I was not hungry or thirsty when I went into the store, I would not buy anything. Therefore, how can Starbucks make a profit on the people, like me?

1.) When I enter the store, I intend to use the free WLAN for a few hours. But during this period, if I feel hungry or thirsty, I will surely choose Starbucks. In fact, per my observation, many customers who go to the rest of the shop will spend money halfway, and the longer they sit, the more likely they consume.

2) Even from first to last there is no consumption happened, in China, we believe that people with people need emotion. When I face choices of Starbucks and others, I always choose Starbucks. This is not because Starbucks coffee is better than Costa drink, that because I have a deeper feeling with Starbucks.

2.1.2  Weakness

Integral system itself is one of the main means of early game. The main point is how much goods can be exchanged for goods or services, so as to encourage users to consume continuously. The same is true of Starbucks. How many stars can be exchanged for coffee is a physical incentive. However, in the game technology, in fact, practice has proved that the virtual form of reward is more effective than physical reward, such as the famous SAPS reward (Gabe Zichermann, 2013), that is, Status> Access > Power > Stuff. However, the reward used by Starbucks is very limited, and the rights and interests of each class are not reflected in the experience, except for the different speed of winning coffee.

Starbucks operates all its business in Europe through Holland, which allows Starbucks to pay only a tiny fraction of its revenues as a corporate tax. For example, last year (2014), Starbucks's pre-tax profit in Amsterdam was 407 million euros (about 2 billion 734 million yuan), but the company tax paid was less than 1% of the pre-tax profit, only 2 million 600 thousand euros (about 17 million 470 thousand RMB). (Sina Finance, 2015) This makes Starbucks's reputation significantly decline in the customer's heart.

2.1.3  Opportunity

Starbucks entered Chinese market when Uegashima coffee, Nestle coffee, etc. have already developed a small amount of coffee lovers, but people are not familiar with coffee. Therefore, Starbucks can easily enter Chinese market, and the demand of potential Chinese customers has already developed a certain extent. At the same time, the Chinese coffee market has not yet fully developed, Starbucks can take the opportunity to expand the brand effect to win more profit.

2.1.4  Threats

Starbucks has been committed to creating a comfortable "third space", thus Starbucks always use expensive decoration, but also because of this, customer transfer rate is very low, many customers spend the whole afternoon to stay in the store. Accordingly, there is no position in the peak period of other customers. To this ideal, and afraid of those queuing lively scene in the Starbucks will influence customer experience, so Starbucks also choose to open more stores in many “remote” place, but these stores are not for profit, but to improve the customer experience. (Xu Guangyu, 2014) Often these stores sustain losses in business, and aggravated the financial burden.

Another big threat to Starbucks in China is the local coffee shop. Some private coffee shops with lower price and more Chinese tastes coffee, seem to be the biggest competitors of the Starbucks in China.

2.2  PEST Analysis

PEST analysis is a way to assess the general business environment to manage the opportunities and threats of future changes in the political(P), economical(E), social(S), and technological(T) environment. (Artur Gleyberman, 2010)
The following table represents PEST analysis conducted for Starbucks Coffee Company:

Figure 2: PEST Analysis
Political-With the development of Chinese economy in recent years, countries in a few years based on the development of the times, in the "13th Five-Year" plan (The Central Committee of the Communist Party of China, 2015) on the development of the new Chinese economy period made a new point, from investment to consumption, to economic growth, to expand domestic demand, to speed up the formation of new situation, to stimulate investment and consumption and to stimulate economic growth. China has offered a great environment for developing the development of coffee industry, stimulating economic growth and promoting Chinese coffee industry’s transformation. (Sina Finance, 2015)

Economical- At present, the annual consumption of China's mainland is from 30,000 tons to 40,000 tons, but the consumption growth rate is very fast, and the annual growth rate is from 10% to 15%. (China financial and economic news, 2014) Chinese potential coffee consumption is about 200 million to 250 million people, comparable to the world's largest coffee consumer. China, though with a strong tea culture, will become one of the largest coffee producers in the world.

Social- After entering the economic system, Chinese lifestyle has changed, especially for office workers, they often need to work overtime, easy to lead to fatigue. Coffee can eliminate fatigue and has a great help for office workers, such as McDonald's and KFC, which saves time for office workers.

Technology- The development of the network has enhanced the management efficiency of Starbucks. In 2009, Starbucks released its first App(Starbucks,2009), Then in 2011 it integrated the mobile payment function, using mobile phone to pay. In this case, customers can save a lot of time to swipe card. Instead of digging out a wallet or swipe a card, the new approach simply focuses the phone on the device (Starbucks, 2011). 

2.3   Stakeholder Analysis

Stakeholder analysis is a practical method for identifying and understanding multiple propositions of multiple constituencies. (Joseph W. Weiss, 2014)
[image: ]
Figure3: Power/Interest Grid for Stakeholder Prioritization-By Rachel Thompson

Based on the chart above, the analysis results of Starbucks’s stakeholders are as follows:
* High power, interested people: Like customers. Customers are the source of value for Starbucks. They are strict in the quality of the products and more favorable prices. At the same time, they hope to enjoy the consumption process and be fully respected and served.

* High power, less interested people: Like governments. Governments are equally important to Starbucks. Although governments may not create benefits for Starbucks, but through supervise, they will encourage the company to continuously improve the value of the enterprise.

*Low power, interested people: Like employees. In the current environment, staffs not only pay attention to income, but also care about the development chances. As a member of Starbucks and the most basic value maker, Starbucks should attach importance to build labor relations, protect their rights and interests.

*Low power, less interested people: Like community and environment. In China, the public required the ecological environment concerned by the enterprise; concerned of social harmony and sustainable development; concerned about the people's livelihood, hope that the enterprise originates from the society and also contributes to the society. Therefore, Starbucks should strive to do a good job of corporate social responsibility, and maintain a good corporate image of society.

3.0 CONCLUSION & RECOMMENDATIONS

“The most innovative area may well have been management itself.” (Peter Drucker, 2014) That is true in Starbucks. The success of Starbucks proves that spending money on advertising is not a necessary condition for creating famous brands, but the way of oral communication by customers to attract more customers. Because this is the best way to win customers, the biggest stakeholders, but also the most distinctive feature of Starbucks. However, Starbucks in the past few years, in order to seek profits, rapid expansion in China, the decline in quality of service, loss of corporate culture and other aspects of the problem led to the reduction of Starbucks brand value.

Therefore, because of the crisis of customer trust, Starbucks should abandon the part of depart from the core brand culture, and reshape the image in the customer's mind. Develop new products, maintain product quality and continue to improve service quality, improve the advantages of competitors.
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