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Executive Summary
This report looked into a wide range of factors influencing Starbucks and its business environment.
Starbucks’ organisational context was examined, focusing on its large size, global presence, and matrix structure. It was also discovered that the company lives up to its mission statement of human integrity and focuses on people not as a group but as individuals. 
The next part of this report showcases Starbucks’ organisational structure. Starbucks’ culture evolves around positive human interactions. The organisation believes that inclusivity, diversity and equity are the driving force behind Starbucks’ success. It is evident that the way employees interact with customers contributes to Starbucks’ overall success. Handy’s theory of four types of cultures which are power, task, role and person, were discussed. It was agreed that the cultures that most described Starbucks’s were task and role cultures. The assumption was based upon the organisational structure of Starbucks, which is a complex matrix structure. Additionally, Schein’s organisational levels of cultures were also discussed and applied to Starbuck. 
Moreover, Starbucks’ Human Resource Management (HRM) was considered, where aspects such as recruitment, benefits system and training opportunities given to its employees were stated. This report highlighted that Starbucks’ HRM system is efficient, and when a task/job required a particular person with a particular set of skill, the human resources were utilised accordingly.  
In this report, the VUCA world was described as a dynamic and ever-changing environment where businesses have to adapt to new challenges if they want to stay afloat. The volatility, uncertainty, complexity and ambiguity are the factors that influence businesses in current times. It was also reported that for HRM to stay relevant, they have to be involved in strategic planning to gain a competitive advantage over their competitors. It was noted that Starbucks is an agile organisation that embraces the changes without sacrificing its main assets, which are its employees. 
Furthermore, a couple of recommendations for improving the organisational culture and HRM were submitted, centred around employee satisfaction and in-store training. The recommendation list is relatively short, as it was noted that Starbucks is one of the best employers out there. Focusing on inter-cultural relationships rather than financial gain, which was evident during the 2008 crisis, when they decided to close stores to retrain their baristas. 
To gain a better understanding of the internal and external factors that influence Starbucks, a SWOT and PESTEL analysis was performed. Both analyses provided insights into the organisation. A SWOT model focused on the internal factors, and a PESTEL model concentrated on the external factors. For a more detailed breakdown of the analyses, please refer to appendices. 


Introduction
This report looks into the internal and external factors influencing the context, culture and human resource of the wider business environment. The organisation subjected to this report is Starbucks. Starbucks is a multinational coffee house chain with a trusted and recognisable brand across the globe. The company is determined to establish close and friendly relationships with its customers and employees.
The first point to note is Starbucks’ organisational context. Daft’s definition of an organisational context was explained. The company’s size, organisational structure, mission and vision statement and financial status were also presented.
The second point to note is Starbucks’ organisational culture. Similarly, the definition of organisational culture was discussed in details. While on the subject of organisational culture, two theories were examined, including Handy’s four types of culture and Schein’s three organisational culture levels. Both theories were applied to Starbucks. 
The third point to note is Starbucks’ human resource management. Features such as recruiting, reward and benefits system and training were looked at. Within this part of the report, the VUCA (volatility, uncertainty, complexity and ambiguity) acronym was clarified. Furthermore, the report considered how the VUCA world affects Starbucks and how Starbucks responds to the VUCA world. 
Lastly, a couple of recommendations were put forward to improve Starbucks’ culture and human resource management. 
In addition to this report, detailed internal SWOT analysis and external PESTEL analysis for Starbucks were conducted and referred to throughout this report. Both analyses can be found in the appendices. 




Starbucks’ Organisational context
Daft’s (1998) definition of an organisational context is the environment in which the organisation exists, its size, strategy, culture, and external factors such as politics, economy, and competition. In other words, an organisational context refers to all the factors that can influence and affect the organisation in achieving its goals.

Starbucks Corporation is an American multinational coffee company and coffeehouse chain. It was founded in Seattle in 1971 by three partners, who were students at the University of San Francisco. English teacher Jerry Baldwin, history teacher Zev Siegl, and writer Gordon Bowker. Coffee roasting entrepreneur Alfred Poet inspired them to sell high-quality coffee beans and equipment after showing them his style for roasting beans. In 1987, Starbucks’ original owners sold their business to Howard Schultz, the Giornale coffee shops owner. He rebranded Giornale coffee outlets as Starbucks and quickly begun to expand (Bondarenko, 2021). , 
Starbucks’ mission statement, “To inspire and nurture the human spirit- one person, one cup, one neighbourhood at a time” (Starbucks, 2021), is an excellent example that human interaction is the focal point for the company. The company is aware that high morale amongst its staff will reflect how their customers are treated. Their vision statement clearly defines its purpose. It is bold and direct, stating, “To establish Starbucks as the premier purveyor of the finest coffee in the world while maintaining our uncompromising principles while we grow.” As analysed in the SWOT analysis (Appendix A), Starbucks achieved the above as a well-established brand, trusted by many.
Nowadays, Starbucks has over 32.000 stores across the globe. Statistics also show that as of 2020, Starbucks employs 349.000 people (Macrotrends, 2021). In 2012, Starbucks diversified and introduced Starbucks Verismo, a coffee machine that uses coffee capsules to brew a drink. Starbucks offers an extensive range of speciality coffee, tea, hot chocolate and bottled drinks. Other products available at Starbucks are baked goods such as muffins, buns, scones, croissants and cakes (Starbucks, 2021).
According to Starbucks financial report published in October 2020, the company has recorded net consolidated revenue of $23.5 billion, which was 11.3% lower than the previous year due to a COVID – 19 outbreak ( Starbucks Investor Relations, 2020). Starbucks also announced 400 US stores’ closure while opening 300 new stores, half from the originally 600 planned for 2020 (Crump, 2020). 

Due to Starbucks’ size and complexity, the company adopted a matrix organisational structure, a mix of the different structures such as vertical and hierarchical.  The global activities are controlled by a board of directors with its headquarters in Seattle. The company is divided into geographic and products segments. The geographic segment, for example, the Americas, is overseen by Presidents and the product segment such as Beverages is overseen by product manages who report to Seattle headquarters. The matrix structure is known for the overlapping chain of command; therefore, employees report to the product managers and departmental managers.
Additionally, every local market has a hierarchical matrix structure based on the function such as sales and marketing. Moreover, the matrix structure is only present in the top and middle management. The stores adopted a more traditional vertical organisational structure where baristas report to supervisors, and they, in return, report to store managers (penypaper, 2021).
Starbucks has a policy of inclusion amongst its staff regardless of their position in the company. The company has several policies to support its bid for an inclusive, equal and diverse workplace (Starbucks, 2021) that also have been identified within SWOT analysis (Appendix A).



Starbucks’ Organisational Culture
Organisational culture refers to any culture that is evident in an organisation. Pedler, Burgoyne & Boydell (1988) defined organisational culture as “The collection of traditions, values, policies, beliefs, and attitudes that constitute a persuasive context for everything we do and think ion an organisation”. In other words, organisational culture influences the way people interact with each other and how much they identify with the organisation (Schrodt, 2002). 

Due to organisational culture complexity, many theorists created models to differentiate cultures within the organisation. Charles Handy (1993) distinguished four types of organisational culture: power, role, task and person culture.  The power culture can be observed in small organisations, where few individuals can influence decision-making. Within a power culture, bureaucracy and rules are not predominant, and decisions can be made quickly.
The role culture is centred around rules and regulations, where bureaucracy is very evident. The organisational structure with precise functions is the main focus. The long chain of commands is one of this culture’s main characteristics, suggesting that decision-making can be slow. People know their roles and tasks. Power comes from top management.
The task culture is job-orientated or project-orientated. The task culture is mostly seen in large organisations. This type of culture allows moving people around depending on the task and its complexity by utilising the right resources and people. 
The person culture is noticeable in an organisation that has many professionals, such as lawyers. Employees have similar qualifications and expertise. Instead of working together, they seem to be co-existing within the same environment. Within this culture, there is no power being influenced by top management (Mullins, 2007).

Regarding Starbucks, it can be assumed that based on their organisational structure, which is a mix of matrix and hierarchical structure, two types of culture can be applicable. They are the role and task cultures. As stated earlier in this report Starbucks, has a more traditional structure within their stores where power and decision making comes from the top, e.g. store managers. However, their top and middle management are based on the matrix structure where the team will be build depending on the right experience, skills and expertise for the task, regardless of their job role. 

As Handy focused on the types of cultures, another theorist Edgar Schein (2004), was drawn to different culture levels within the organisation. He distinguished three levels from the shallowest to deepest; the artefacts and creations, values and basic assumptions. 
The artefacts and creation level is the visible part of any organisation. Either be the spoken and written language, physical space, office design, technology and dress code. 
The value levels are the values and beliefs that an organisation stands for. They are usually the written declarations that define the organisation actions.
The basic assumptions level is the level where Schein’s refers to as the “essence” of what culture is in an organisation. Basic assumptions are embedded in organisational culture to the point that they almost become facts and are not questioned. The conflict of interest might appear when the basic assumptions are not in line with the values. 
Concerning Starbucks, the artefact level refers to the stores’ standardised look, employees uniform and processes. The value and basic assumption levels are less visible than artefacts to outsiders. They can refer to the way employees are expected to interact with customers, the employee satisfaction survey, the employee’s medical health benefits, the bonuses and the hiring processes. 

By studying Starbucks as an organisation, it can be assumed that positive organisational culture is essential for Starbucks, which can be noted within its mission statement. Every aspect of their mission statement is centred around people and the way they interact with each other. Starbucks encourages its employees to get personal with customers by asking them their names and writing them on the cups. This gesture shows that the organisation is building a relationship with its customer, resulting in return custom. 
Starbucks says that they are” performance driven, through the lens of humanity”. It seems that their central beliefs are positioned around inclusivity, diversity and equity. Those beliefs refer to both employees and customers. Starbucks prides itself on creating a welcoming and safe environment for everyone. Howard Shultz, the former CEO of Starbucks, once said that Starbucks success is due to people and how they are managed. In the interview for Harvard Business Review, Schultz said that Starbucks is a “people-based company” with a “deep level of respect for the work people do” (Ignatius, 2010). 
It can be seen that positive organisational culture has a significant impact on the organisation brand. It is believed that happy, valued employees are more efficient at work, contributing to a stable and positive brand image (Appendix A) which is evident with Starbucks.


Human Resource Management at Starbucks
Fisher et al. (2003) state that “Human resource management (HRM) involves all management decisions and practices that directly affect or influence the people, or human resources, who work for the organisation”. HRM covers a wide range of areas such as recruitment and talent planning, employee relations; performance and reward; organisational change and learning and development. Human resource management allows companies to gain a competitive advantage by correctly managing people to achieve better performance. 

Starbucks refers to its employees as partners, and just by doing so, the company highlights the importance of equality amongst the team and shared responsibility and success. Starbucks says that every partner is eligible to receive its share through the Bean Stalk programme (Starbucks Stories & News, 2013). It can be assumed that this was a tactical move made by Starbucks. Once a person feels that they have a personal interest in the company (financial gain), they will try their hardest to contribute to its success, as it will ultimately reflect on their success. Nevertheless, it is a generous gesture offered to Starbucks partners. Not every organisation is willing to do so, highlighting that the company is aware of how important their employees are to Starbucks’ overall success. 
Other incentives given to Starbucks employees are flexible working hours, medical care services even for part-time workers, women’s preventative coverage, competitive wage with possible increase after six months, tuition reimbursement, store discounts and free coffee (Starbucks Stories & News, 2013).

The recruiting process at Starbucks is a vital activity for the HRM to achieve the organisation’s objectives. As stated in this report, Starbucks owes its success to its employees. Therefore, the pressure to choose the right person for the job is high. The chosen candidate has to possess the right qualities to become a barista at Starbucks. The nature of the job requires direct contact with customers, and as a result, the employees are seen as the face of the company. There is no room for error, as a bad reputation can ruin the brand’s image. 

Starbucks also offers a wide range of training opportunities for its employees, starting from basic barista training to district manager training. Therefore if a candidate lacks specific skills, there is an option for them to gain them. Almost all training programmes offer in-store training, where employees can experience an actual working day at Starbucks (Starbucks, 2021).
According to Moon & Quelch (2004), Starbucks is known for in-store hiring, as many of its store’s managers were previously working as baristas. Also, the article contends that Starbucks had a low employee turnover rate. However, it is worth mention that the findings are over a decade old. Therefore, they might not be reliable and up to date in 2021. Reviews from previous employees at various locations suggest a high employee turnover in stores. Reviews state that the training given to new baristas is not long enough. Also, baristas are overworked because they continually train new employees, with extended hours running the entire shop by themselves. Another criticism was focused around the “not so friendly culture” in the stores amongst the managers, shift supervisors and baristas (Indeed,2020). Situations like this can be very problematic for Starbucks, as it can be assumed that the customer service will suffer due to overworked and stressed employees.

VUCA is an acronym for volatility, uncertainty, complexity, and ambiguity. It also refers to the current environment and situations in developing countries. VUCA highlights the problem of a constantly evolving business environment, change in employees needs and customers expectations (Hamid, 2019). 
VUCA world has also impacted HRM. Nowadays, the human resources department is expected to actively work with executives to deliver strategic planning, ensuring a competitive advantage. The human resource department has to evolve to warrant its readiness to face the VUCA world’s challenges, such as technological advances or the world pandemic.
In 2008 Starbucks suffered its most significant downturn ever when recession struck the world, and massive change in people’s spending habits negatively affected its brand. However, former CEO Howard Schultz worked tirelessly to restore customers faith in Starbucks and bring the coffee chain to its former glory. He focused on retraining its employees and emphasising the importance of a positive relationship with customers. Starbucks managed to regain its world leadership in the coffee shop industry and was more robust than ever. 
In 2021, the biggest challenge of the VUCA world for Starbucks is the COVID-19 pandemic. It is yet to see how Starbucks will tackle this problem. However, based on previous difficulties that the brand was faced with, it is fair to assume that their strong belief in humanity will prevail again. Starbucks evolves with time and current circumstances, and it is not afraid to take chances. They understand that being stuck in the past and dwell on what it used to be is not beneficial for the organisation growth and success. As Peter Drucker once said, “If you want something new, you have to stop doing something old” (Goodreads, 2021). 

Conclusion
In conclusion, it might seem that Starbucks has an excellent understanding of human resource management and has created a positive and welcoming organisational culture. The organisation recognised that organisational culture is what defines Starbucks brand. There is no denying that for the public eye, the brand values diversity, inclusivity and equity are visible to everyone. Starbucks believes that employees/partners are among the most important assets within the company as they are on the “front line”, ensuring that customers’ needs are cared for. However, it can also be argued that perhaps Starbucks is so focused on creating a positive brand image that it forgets to notice that there are some concerns amongst its staff. Just because everything looks good on paper does not always translate into reality. 
Nevertheless, Starbucks conquers the VUCA world with its open-mindedness and agility. The company seems to embrace the change; however, when necessary, they are not afraid to scale back and focus on basics like retraining baristas in the 2008 crisis. The current world pandemic will be the biggest test for Starbucks. It will be fascinating to see if the company is sustainable enough to continue to live up to its mission statement of  “inspiring human spirit - one cup, one person and one neighbourhood at the time”.


Recommendations
Below are the recommendations for Starbucks on improving its organisational culture and human resource management. It has to be mentioned that Starbucks is one of the best employers that value its employees. Therefore, the recommendation list is relatively short. 
· The main recommendation is for the human resource department to pay closer attention to what their employees saying. The employees’ reviews found on the Indeed website suggest that they are not always content and happy in their jobs. Therefore, there should be more visits to stores to ensure how they are run. Also, anonymous feedback from employees could shed light on working conditions in the stores. 
· The second issue is concerning employee turnover rate and employee retention. It is recommended that the training lasts longer, allowing new employees to learn the job correctly. The chances that the new employee quits their job straight after starting would decrease significantly, as they would be under a lot less stress. Similarly, the person responsible for training new employees would not feel overworked and under immense pressure.
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Appendix A
Starbucks’ SWOT Analysis
SWOT analysis is a strategic management tool that helps an organisation to define internal factors influencing the organisation. Strategic management involves planning, decision-making, and solution implementation to achieve a particular objective (Gurel & Tat, 2017). A SWOT analysis identifies strengths, weaknesses, opportunities, and threats that an organisation might be exposed to in their environment. This type of analysis can be beneficial for any organisation that wants to understand its business better. A SWOT analysis is cost-effective and easy to perform. However, one of the main disadvantages to SWOT analysis is that it only offers a brief understanding of the factors that can influence the organisation; therefore, a more complex analysis should be conducted to gain more significant and more detailed knowledge of its environment. 

Below is the SWOT analysis for Starbucks.

STRENGTHS 	
· Well established and well-known brand across the globe
· Strong online presence – website and social media
· Trusted brand
· Profitable company – financial reports suggest that Starbucks made a profit even during the world pandemic
· Store growth – new stores opening 
· Entering new markets, e.g. Africa, China, Brazil
· An inclusive and diverse workplace
· Employee treatment – a high rate in employee satisfaction survey
· Consistency and standardisation- stores around the world look the same,  colour scheme and deco
· Loyalty programmes for customers
· Gender-neutral restrooms
· Sustainability and ethics in mind – setting environmental and sustainable goals

WEAKNESSES
· Products that can be easily duplicated
· High prices
· Tax avoidance issues
· Lack of diversification
· Not the most healthy products

OPPORTUNITIES
· Entering new markets in developing countries 
· Introducing new products 
· Brand diversification
· New technologies and cutting-edge coffee trends
· Coffee delivery

THREATS
· New and existing competitors such as Costa, McCafe, independent coffee shops offering similar products at lower prices
· Economic crisis – COVID-19 pandemic causing temporary store closures, loss in profits
· Cheap substitute products, e.g., coffee pods available to purchase in supermarkets
· Rising prices for raw coffee beans
· Social movements (green)
· Changes in consumer spending patterns, for example, influenced by the recession, people become reluctant to spend money on coffee as it might be classed as a luxury, not a necessity
· Brand boycott


Appendix B
Starbucks’ PESTEL Analysis

PESTEL is a tool used by marketers to analyse and monitor the external marketing environment factors that impact a business. PESTEL stands for political, economic, social, technological, environmental and legal factors (Johnson. G, Scholes. K, Whittington. R, 2008).
A PESTEL offers an in-depth breakdown of components that can impact businesses either positively or negatively. However, it can be argued that the PESTEL analysis can be misunderstood and misinterpret depending on who is performing the analysis and who is reading the outcome. Therefore, findings might be misjudged and lead to costly mistakes. Moreover, the business world is dynamic and ever-changing; therefore, it is believed that the findings from the analysis can be outdated if not reviewed promptly (Perera, 2017). 

PESTEL ANALYSIS FOR STARBUCKS


POLITICAL FACTORS
· Tax policies – Starbucks is a global company; therefore, it has to adhere to tax laws for every country it operates in. 
· Employment laws – every country will have different laws, meaning different national minimum wage.
· Government stability – in the UK, political stability was under question due to Brexit. Many unknown factors caused by the UK, leaving the EU could potentially affect Starbucks.
· Bureaucracy and red tape in developing countries – excessive paperwork, rules and permits can delay or make it impossible to enter new markets.
· Law on sourcing raw materials

ECONOMIC FACTORS
· Rising labour costs in developing countries – although this can be seen as a positive for the people, can negatively affect Starbucks as Starbucks will have to spend more on labour and, therefore, have lower profits. 
· Global recession – due to COVID – 19, many countries went into recession, and as a result, the unemployment rates grew, people had less disposable income, therefore were not spending. Furthermore, stores across the world were temporarily closed, which meant no revenue for Starbucks.



SOCIAL FACTORS
· Changing work patterns – due to COVID – 19, many employers realised that there is no need to run their business from the physical office and turned to work from home basis. This change can be seen as a threat to Starbucks, as it will limit the number of daily work commuters, therefore, limit the number of potential customers. 
· The “green” and “ethical” consumers – people becoming more aware and educated about the need to be more sustainable and ethical; therefore, their needs and expectations change when sourcing natural products, working conditions for Starbucks suppliers and carbon footprint. Starbucks has to be aware and prepare to make changes to keep customers and entice new ones. 


TECHNOLOGICAL FACTORS
· Mobile purchases and app orders – Starbucks has a well established mobile app that allows its customers to order and pay via a mobile device.
· Wi-Fi – again Starbucks made sure that stores have Wi-Fi connectivity available to its customers
· At-home coffee machines - can be seen as a potential threat to Starbucks, especially now during the pandemic. Many people will be enticed to purchase the coffee machine and replicate their coffee drinks at home. The ability to imitate Starbucks’ coffee pods is already worrying. However, it could be even more alarming once the pandemic is over as people might be conscious about going to coffee shops. 

ENVIRONMENTAL FACTORS
· Plastic pollution – due to growing concern regarding single-use plastic and non-recyclable cups, Starbucks introduced reusable cups to reduce waste. As an incentive for customers who participate in the scheme, Starbucks offers a discount on the purchases. 
· Responsible sourcing policies – ensuring that coffee, tea and cocoa farmers are paid adequately, no child labour and sustainable farming procedures are in place. 



LEGAL FACTORS
· Custom and trade regulation – they might change from country to country; therefore, Starbucks has to ensure that those policies are being followed.
· Tax issues – Starbucks has been criticised for tax avoidance in the UK; however, they are adamant that the correct amounts have been paid. Such allegations can negatively impact the brand and make customers reluctant to choose Starbucks as their preferred coffee shop. 
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