Background of company

Starbucks Corporation, formed in 1985, is a multinational chain of coffee houses headquartered in the US. As in 2022, it has a total of over 18,000 company-operated stores operating in more than 50 countries worldwide. Apart from US, Starbucks has the highest number of company-operated stores in China as of 2022, with over 6,000 stores in the country (Starbucks Corporation, 2022). Starbucks sell high-quality coffee as its coffee buyers will travel to coffee farms around the world to purchase high-quality Arabic beans. Apart from providing high-quality coffee, Starbucks also delivers elevated Starbucks Experience to their customers, which differentiated it from its competitors, such as Tim Hortons and Dunkin Donuts. The ultimate goal of Starbucks is to make its retail locations the world’s most popular “third place” for customers- a place other than work and home that customers will congregate (Honack & Waikar, 2017). To achieve this, Starbucks heavily relies on its barites and frontline staff to offer premium service.

Challenges associated with international expansion

There are number of challenges encountered during international expansion, one of which is employee’s compensation and benefits. Starbucks stood out from its competitors for its supportive work culture. It regards its employees as partners and therefore it offers a lot of benefits to them such as stock option, health benefits and different forms of grants. Compensation and benefits are different in countries due to different labor market, government regulation, culture, presence of trade union etc. As such, Starbucks has to research its markets and offer attractive compensation and benefits package to its local employees while controlling the costs. Employees from different countries may value different compensation and benefits, as it may be affected by a number of national cultural factors e.g. power difference, uncertainty avoidance, individualism vs collectivism, social values. One of China’s core national values is Confucian, which focuses on parents and children relationship and bonding. Parent engagement is high and in return children are expected to support their parents financially when they age (Zakkour, 2017). Internal company research has found that more than 70% of Chinese employees express worry regarding the well-being of their aging parents. Specifically, the single partners, constituting 80% of retail partners in China, are particularly concerned about their financial ability to support their parents' long-term care. As such, the company starts up the “Starbucks China Parent Care Programme” to create a tailored programme to their Chinese employees and help them support their family members during family emergency. This scheme will benefit over 10,000 parents of its Chinese employees (Starbucks Corporation, 2017). This scheme demonstrates Starbucks efforts as a global public company to showcase social responsibility and honour to the local culture.

Another challenge during international expansion is to provide training. Starbucks distinguishes itself by providing superior customer service: “We are not a coffee company serving company; we are a people company serving coffee” (Honack & Waikar, 2017). It has many superior customers service, e.g. writing customers’ name on the cups and greeting each customer before order. However, different countries may have slightly different expectations and standards of good customer service in a coffee shop, especially the “soft skills” of staff, e.g. how to interact with customers, how to start conversations with them. One way Starbucks handle the problem is to provide extensive training. For example, Starbucks closed most of stores in 2008 for a full day training event, known as “Perfect the Art of Espresso” to help baristas deliver high quality expresso and service. It also operates in a decentralization manner, with its headquarters known as the Starbucks Support Center, reflecting the central management’s role as a provider of information and support, rather than being an autocratic decision maker (Gulati et al., 2008). HR managers in its region can develop culture-specific training programme relevant to the region.  

Recommendation for solution
Starbucks has done a good job in staff training and providing nation-specific compensation and benefits during international expansion. It considers the needs of each country and provide adaptive compensation. It also considers the cultural difference and standards in customer service expectations and provide training to staff accordingly. However, there are still some potential solutions for improvements.

For example, one thing that Chinese value a lot is Guanxi. HR managers in China can take this into account when considering employee’s benefits, for example holding events each month for staff to establish connection with other employees not only in its own retail store, but in other retail stores locally. This provides an opportunity for staffs to expand their network and connection. Another HR implication for guanxi is that staffs can be offered title change during promotion, even without major changes in power and salary increase can be a big praise to them. 
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