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Executive Summary
Since entering the China in 1999, Starbucks maintains their unique character of serving high quality coffee, food and creating a coffee culture in a traditional tea-drinking society (Starbucks, 2017). As a globally well-known chain enterprise, Starbucks' expansion develops rapidly in China and has achieved great success. 
In this paper, full text is divided into four parts: The first chapter, company background, business level strategy and objectives of the report are summarized; The second chapter introduces briefly the development of Starbucks' Chinese market, analyzes current macro environment, industry environment, internal environment, advantages and disadvantages of Starbucks' strategy from three points of view (PEST analysis, Porter's five forces analysis and SWOT analysis); The third chapter, on the basis of previous discussed analysis, summarizes main findings. Finally, the fourth chapter aims at some recommendations to the development of the enterprise related to our country.




























1.0 Introduction
1.1 Company Background
Starbucks Corporation is an American coffee company and coffeehouse chain. It is one of the world's leading professional coffee retailers, roasters and brand 
owners. Starbucks was founded in Seattle, Washington in 1971. As of November 2016, it operates 23,768 locations in 75 countries (Wikipedia, 2017).
In January 1999, Starbucks entered the mainland China market by opening their first store in the China World Trade Building, Beijing. Now, Starbucks has already opened 2,800 stores in 130 cities, and they have over 40,000 partners (Starbucks, 2017). For Starbucks, the Chinese market has now become the largest international market. They spread knowledge and expertise about coffee in China, and have created a coffee culture in a traditional country in which people are used to drinking tea. Starbucks completely respect Chinese tradition and customs, and try to integrate their experience with local market customs. This is reflected in shop decoration, launch of Chinese-style beverages and foods.

1.2 Objectives of the Report
Based on the method of combining theories with actual cases, analyze the macro environment, industry environment, internal environment and enterprise marketing strategy of Starbucks by PEST analysis, Porter’s five forces and SWOT analysis. Meanwhile discover the advantages and limitations of marketing strategies Starbucks adopted in their development of competitive position.
Try to find out the successful enlightenment of enterprise marketing and make appropriate suggestions for the development direction of Starbucks.

1.3 Competitive Strategy
Differentiation strategy: 
A differentiation strategy calls for the development of a product or service that offers unique attributes that are valued by customers (Ajit Prasad, 2004, P82).
Starbucks make much higher profit than regular coffee shops by providing differentiated products and service in the coffee industry, positioning their stores as "third spaces" that independent from homes and workplaces. At Starbucks, people can not only purchase coffee, but also something really needed in China: an experience, a way of life.
However, there are also some risks. The degree of product differentiation can affect purchase; the purchasing power of customers and economic environment can also do it. If the influence of the latter two is strong enough to stop customers purchasing, the enterprise will be in risk. Bonar Menninger (1997) suggests that “Companies growing at hyper-speed sometimes pay a steep price for their success.” Undoubtedly, Starbucks will be directly affected by the financial crisis.

    



















2.0 Main Findings 
   2.1 Starbucks Strategy Analysis
   Strategy is the direction and scope of an organization over the long term (Johnson et al 2011). In order to analyze the marketing strategy of Starbucks in China, it is essential to learn about the marketing environment. This includes the macro environment, industry background, and internal marketing environment of Starbucks.

2.1.1 PEST Analysis
J. Kroon (1990. P54) states that “The macro-environment includes all external influences with which the business comes into contact and which do not fall under its direct sphere of influence.” By leaning about macro environment, appropriate opportunities and ways for marketing can be found. 
Anne Gregory(2000. P49) suggests that, “A commonly used and immensely valuable technique for analyzing the external environment is a PEST analysis. PEST divides the overall environment into four areas and covers just about everything that can affect an organization. The four areas are: Political, Economic, Social and Technological.”


Political factors:
The development of an enterprise will be affected by the local political environment, especially for a transnational enterprise like Starbucks. Contemporary China takes economy construction as the center of efforts, follows the path of peaceful development. The report of the eighteenth CPC National Congress pointed out: China has neither been rigid and conservative nor radical and subversive. This completely shows that China tries to create a stable political environment in order to facilitate the development of economy and other aspects. Stable political environment is the foundation of sustainable operation for Starbucks who enters the Chinese market and develops vigorously.Moreover, the common strategic partnership between China and the United States has provided a reliable guarantee for development and expansion of Starbucks in china.

Economic factors:
The steady growth of China’s economy and disposable income of urban households shows the increasing purchasing power of Chinese. It has been nearly 18 years since Starbucks first entered in Chinese market.
The charts of China GDP and Engel’s coefficient of urban and rural households are as follows:

(Figure 1: China GDP from Trading Economics. 2017)
    

(Figure 2: China’s Engel’s Coefficient of Urban and Rural Households,by Sara Hsu,2014)

The above data shows that it is the stage of rapid economic development of China when Starbucks entered. The consumption market is expanding day by day. People begin to pursue high-end consumer goods in order to live high-quality lives, which has created a huge and growing market for Starbucks.
 
Social factors:
China is a country with long-standing tea culture. People knew very little about coffee. However, with the development of globalization, people have been knowing more and more about coffee. With the pursuits of personality and new lifestyle, cafes have become places to release pressure and highlight tastes. 
[bookmark: _GoBack]The business culture of Starbucks thinks highly of “People”. Their employees are called “Partners”. Meanwhile, Starbucks lay emphasis on innovation, which brings moral standards, values rhat Chinese are familiar with and the spirit of being progressive. This kind of corporate image is more easily accepted by Chinese. 

Technical factors:
The technology of Starbucks means the techniques of making coffee. It is no doubt that Starbucks has advanced coffee making technology, which enable to maintain its high quality and continually exploring technical innovation at the same time. For example, Starbucks have espresso extract, fresh packaging for coffee beans, VIA instant coffee and other world-leading technologies. What Starbucks does best is "Starbucks experience", which is the concept of "third space"——a place for staying together and communicating, in addition to home and workplace. Now, there is an argument called "fourth space", which means virtual world, a computer simulated environment. In Starbucks, every store has free WIFI, allowing customers connecting with the Internet to relax or work while enjoying a cup of good coffee.
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2.2.2 Porter’s five forces analysis
Industry encironment: The exterior forces which cannot be controlled by marketing but may have a significant impact on the success of the product offering including existing competition, the threat of new competition, price competitiveness, changes in consumer tastes and economic factors( InvestorWords, 2017).
Modern economy is full of competition. It is not only necessary to learn about their own management status, but also the macro environmental policy, the position of  our enterprise in the industry. This is very conducive to the survival and development of an enterprise.
Porter’s five forces can determine the scale and level of competition: threat of new entrants and substitutes, bargaining power of customers and suppliers, industry rivalry.
           
Threat of new entrants:
It is relatively easy to enter coffee industry. The process of making coffee does not involve high technology. The fund needed to open a cafe is relatively low. So, there are a big amount of potential entrants. However, Starbucks also has quality advantage. They only use 100% Arabica beans. Coffee beans are baked in Seattle and shipped to shops in other countries. Moreover, when it comes to Starbucks, people always think of leisurely afternoon, soft music, petty bourgeois lifestyle. So if the new competitors aim to infect Starbucks' position, similar source of material and consumption environment must be provided; a sense of brand identity must be set up.

Threat of substitutes:
“Substitute products have a significant impact on other industries when they are produced by companies with high profitability or are becoming increasingly competitive in price.( Trugman, 2016, P164)” The slightly higher prices are a disadvantage for Starbucks. What they apply are not just coffee, but also a culture and an atmosphere of communication and interaction. There are many substitutes of cafes, including traditional tea houses and stores that sell bread and drinks: BreadTalk and 85℃. In these stores, people can also enjoy the pleasure of sitting down and having communication. In addition, Starbucks doesn't sell juice. Those who have no interest in coffee and tea are more likely to turn to other stores. In this way, Starbucks may lose some customers.

Bargaining power of customers:
Aleksandar Marković and Slađana Barjaktarović Rakočević (2014, P1333) explain that,“ Bargaining power of buyers means that the stronger buyer is in a better position to influence the reduction of prices, higher quality of products and services, and thus contribute to the achievement of profitability of the industry.”
The target customers of Starbucks are people with higher income who pursue a life of sentiment and style. Starbucks creates a "third space" for these people. Their price sensitivities are relatively low. Because they concern more about environment, experience, coffee’s quality and service.

Bargaining power of suppliers:
According to Reza Nassab, Vaikunthan Rajaratnam and Michael Loh (2011, P45), “Suppliers have power over an industry by increasing prices of materializing the quality of their products or services.”
Starbucks’ main suppliers of Arabica coffee beans scatter in three worldwide producing areas. Their problems are small scale, low concentration of industry and  difficulty to form a strong bargaining alliance, which lead to Starbucks’ advantage in bargaining. On the other hand, suppliers are very willing to cooperate with Starbucks on account of their strong brand advantage in the industry, which means free advertising. 

Industry rivalry:
Starbucks have many competitors, including Costa, Uegashima coffee, Manabe coffee and Pacific Coffee. There are also a few regional characteristic coffee shops that have a fixed group of customers in cities. They are far from Starbucks compared with both scale and reputation. Therefore, although there are numerous competitors, their scale and strength are not evenly matched with Starbucks.

Through above analysis, the threat of competition between these five forces to Starbucks can be directly expressed on the table below:
                         
Competitive Intensity Analysis of Starbucks
	Sources of competitiveness
	new entrants
	substitutes
	customers
	suppliers
	Industry rivalry

	Environmental 
analysis
	· Low entry barrier
· Big service difference
	· Defect of product category
	· Low price sensitivity
· High attention to service and experience
	· Small scale
· low Concentration of industry
· Supply main raw material

	· Numerous competitors
· Different scales and strength

	Competitive intensity
	low
	Medium
	Low
	Low
	Medium



Overall, Starbucks has irreplaceable products, services, good suppliers, loyal customers, strong competitiveness and profitability.
Although there are competitions from substitutes and the industry, it is hard to be surpassed in a short term.


2.2.3 SWOT Analysis
Anaele Bright ik (2012) states that “the internal environment is comprises of the activities inside of your marketing organization”.
It assumes that that the major strengths and weaknesses have been identified using various analytic tools from the internal environment and key environmental impacts (opportunities/threats) have been identified from the external environment.
The analysis of organizational strengths and weaknesses (an internal focus) is brought together with the analysis of the market (an external focus) to create a SWOT (strengths, weaknesses, opportunities and threats). (Graham J. Hooley, Nigel Piercy, Brigitte Nicoulaud. P42. 2008).

Strengths:
(1) High quality products: From the collecting of raw materials to the roasting and processing, and then be provided after making. All processes achieve the advanced standards in coffee industry with strict requirements.
(2) Excellent environment: Every store has different characteristic, and try to fit perfectly with their surroundings. 
(3) Obvious brand advantage. When it comes to coffee, people always think of Starbucks.
(4) Take full advantage of favorable business circles. Most Starbucks locate at downtown and crowded areas. Break business convention. Many stores are opened in the same area. Dense stores make opponents difficult to intervene. 
(5) As a listed company, Starbucks can do fund-raiding easily.

Weaknesses:
(1) Organizational management is difficult. Since Starbucks still have not achieved 100% equity control to their Chinese stores, It is a challenge to manage them uniformly.
(2) The pressure of fund chain management.
The locations of Starbucks stores are generally in busy commercial areas. The rapid expansion can affect their capital chain to a certain extent. In recent years, the housing prices have been rising continually. High rents makes the profitable space becomes smaller. 
(3) The declination of customers’ experience and service level. The rapid expansion of Starbucks brings many negative effects. Experience desalination is the main problem. Starbucks was managed based on the communication between people. But obviously, the amount of customers is increasing. In “partners’” minds, the customers have become visitors. 

Opportunities:
With the improvement of living standards, people started to pursue better lives. Starbucks apply high standard coffee, foods, service and an innovative concept which is really needed to customers.

Threats:
(1) Numerous Competitors. Costa, Ueshima coffee , Manabe coffee all consider Starbucks as their strongest competitor. Local characteristic coffee shops also should not be overlooked. 
(2) Abundant substitutes give people many choices. Shops who apply fruit juice, dessert, bread,milk tea; and local characteristic tea houses are the main reason for customer diversion.



























3.0 Conclusion
With the increase of demand, more coffee enterprises come into Chinese market. Starbucks, achieve great success because of its unique marketing model. These benefits from their keen grasp of consumer demands in different eras; the brand experience marketing mode and the construction of core competitiveness. The emergence of experience marketing shows that enterprises should not only pay attention to the use value of their products, but also value the extended connotation. Only in this way we can attract more customers, promote sales volume, and make more improvements. However, the market is changeable during the process of competition. No marketing strategy can against all risks. The business model that Starbucks utilize successfully now may face hurdles in the future.
































4.0 Recommendation
· Starbucks should pay more attention to enhance the performance of their existing stores, rather than keep opening new stores frequently.  
There is no need to seize the downtown sites. Since their target consumers are not people who tired of shopping, but middle class and white collars who pursue high quality coffee, satisfactory service and experience
·  Continue to enhance service competitiveness
The taste of coffee may be easy to copy or imitate, but not for the performance of their partners.
Starbucks need keep focusing on the satisfaction of their partners, strengthen staff training. 
Only in this way, a satisfactory experience can be achieved.































References and Bibliography 
[1] Starbucks(2017). Starbucks’ official web page. 
Retrieved from https://www.starbucks.com.cn/en/about/inchina
[2] Wikipedia(2017). Starbucks from Wikipedia.
Retrieved from https://en.wikipedia.org/wiki/Starbucks
[3] Ajit,Prasad. P82. 2004. A Dictionary of Strategic Management[e-book]. Excel Books India
https://books.google.co.uk/books?id=jCjYxH5ogEgC&printsec=frontcover&hl=zh-CN#v=onepage&q&f=false
[4]Menninger, Bonar.1997. Fast-Track Growth. Ingram's. 
[5]Johnson, G, Scholes, K and Whittington. 2011. Exploring Corporate Strategy: Text and Cases. London: Prentice Hall
[6]J. Kroon. P54. 1990. General Management, 2nd edition[e-book]. Pearson South Africa
https://books.google.co.uk/books?id=UGlqbHZDbU8C&printsec=frontcover&hl=zh-CN#v=onepage&q&f=false
[7]Anne Gregory. P49. 2000. Planning and Managing Public Relations Campaigns. Kogan Page Publishers
[8]Trading Economics(2017). https://tradingeconomics.com/china/gdp
[9]Sara Hsu. 2014. Chinese Consumption: Here to Stay?. The Diplomat. https://thediplomat.com/2014/08/chinese-consumption-here-to-stay/
[10]InvestorWords(2017). http://www.investorwords.com/19297/industry_environment.html
[11]Aleksandar Marković and Slađana Barjaktarović Rakočević. P1333. 2014. Proceedings of the XIV International Symposium Symorg 2014: New Business Models and Sustainable Competitiveness. Fon
[12]Reza Nassab, Vaikunthan Rajaratnam and Michael Loh. P45. 2011. Applying MBA Knowledge and Skills to Healthcare. Radcliffe Loh
[13]Graham J. Hooley, Nigel Piercy, Brigitte Nicoulaud. P42. 2008. Marketing Strategy and Competitive Positioning. Pearson Education
https://books.google.co.uk/books?id=Xlq6CZcZ4A0C&printsec=frontcover&hl=zh-CN#v=onepage&q&f=false
[14]Anaele Bright ik. 2012. The internal environment of marketing. My marketing notebook 
http://mymarketingnotebook.blogspot.co.uk/2012/11/the-internal-environment-of-marketing.html
[15]Trugman. 2016. Understanding Business Valuation: A Practical Guide to Valuing Small to Medium Sized Businesses. John Wiley & Sons
https://books.google.co.uk/books?id=T_tNDQAAQBAJ&printsec=frontcover&hl=zh-CN


image1.png
CHINA GDP.
12000

6000

4000

2000

1969 1980 1991 2002 2013




image2.png
»

0

0

1580

1984

s m 1% w0 204

gt Cosficient ofUrban Hovsaholds ()

—tngers oeticientof Rurs ousehosds ()

2008

20




