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[bookmark: _Toc108995177]Introduction
The report aims to present a strategic analysis of Starbucks through the utilization of internal and external theories. In the internal analysis, SWOT and VRIO analysis external analysis, PESTLE, and Porter's Five Forces have been drawn for understanding the external factors that impact the organization and the forces that can cause problems for Starbucks. From the analysis, the report is tailored to presentation of the impact of the pandemic on the organization and the way the company has struggled in the crisis. Starbucks does have a presence in almost around 70 countries where the company will be certainly impacted by the global pandemic that will shed light on how uncertainties can cause problems to the companies irrespective of the sector. 
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Figure 1: Starbucks 
(Source: Starbucks, 2022)
[bookmark: _Toc108995178]Internal Analysis of Organization
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	Strengths
· The company is known to bear a strong brand image with almost operating in and across 70 countries
· Under the leadership of Kevin Johnson, Starbucks has continued with successive performances
· By focusing on innovation, Starbucks has generated annual revenue of around $29.06 Billion (Gupta, 2018)
· It has a strength of around 383,000 employees working in different areas
· Variations in the products do gain the attention of the users like Coffee, Fresh food, Handcrafted Beverages, and others (Gupta, 2018)
· 87,000 possible drink combinations have been the key USP of the company
· 16,700 licensed stores and operates around 17,133 companies globally
	Weakness
· The High Prices do refrain many segments from purchasing products from the company
· The products are not rare and they can be imitated by any company
· Criticisms have been there for Starbucks due to the tax avoidance issue in the UK
· Some of the products have been recalled (Gupta, 2018)


	Opportunity
· In the developing markets, Starbucks could focus will boost the profitability
· Product specifications could lead a long way for the brand
· Develop partnerships with other firms to increase the sales volume
· Reduce the price scheme for the niche markets to avail it
· Coffee subscription service just like Panera bread, Starbucks could also create
	Threats
· Imitation has been one of the major issues where the users may find that they could get the same products at a lower price elsewhere
· The competition is on the increase which can lead to a sharp decline in profit and the market position may be a threat



Table 1: SWOT analysis
(Source: Created by the learner)
From the SWOT analysis, Starbucks though having a strong background is evitable that many issues surround the brand image. Starbucks has been proud of the coffee taste and the quality offered but they have not focused on the issue of imitation. The same coffee could be availed in other stores where they could offer at a much lower price thus snatching away the opportunity of increasing the customer presence. However, Starbucks does have its benefit in the fact that they have its USP on the 87,000 possible drink combinations. 383,000 employees have enabled the brand to have consistency in production with no labor shortage issue (Starbucks, 2022). Two of its products of Starbucks had been recalled which has a negative impression on the image. sausage, egg, and cheddar breakfast sandwiches were one of them and the other was the cheese and fruit bistro box (Gupta, 2018). It was claimed that the products have been contaminated with harmful ingredients and allergens have been there.
Interestingly there is much scope for Starbucks to be differentiated from others they could also start with the coffee subscription package that can gain the attention of the users. Starbucks doesn't need to be known only for its coffee, the product diversification could boost the reputation of the brand and increase the customer portfolio. Due to the high price, as it has been pointed out the inability of many to purchase the products, Starbucks could go for the price differentiation. However, whatever steps Starbucks has to take, should be researched and strategic since the market competition has been at its peak. 
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	Resources
	Valuable
	Rare
	Imitable
	Organized

	Financial Resources
	· 
	No
	· 
	· 

	Brand Image
	· 
	· 
	No
	· 

	Physical Resources
	· 
	
	· 
	· 

	Intellectual Property
	· 
	· 
	
	· 

	Human Resources
	· 
	
	· 
	· 


Table 3: VRIO analysis
(Source: Created by the learner)
Starbucks does indeed have the fear of Coffee as a product that could be imitated but some special characteristics do influence the name of the brand. Starbucks does have beverages that are prepared in a way that will attract the young segments looking for something new. Bright and bold new Pineapple Passion Fruit for example has been one of the kinds of beverage that would be liked by the users (stories.Starbucks, 2022). For the enhancement of the customer's experience, Starbucks does appear with the image that a premium price is paid for the high quality and value that is offered which drives many. Innovation has been at the heart of the company where they are day by day creating measures that will increase the presence of the customers to such an extent that it will leave a mark behind. However, despite all the new efforts that are designed for targeting the users, Starbucks does fear imitation. The Coffee products could be imitated by any at a lower price thus reducing the interest of the users towards Starbucks which offer products at a high price. For example, like other companies, Starbucks has also started with the method of scan and paying but what has been unique is that customers by scanning could earn stars.
Like the financial earnings that Starbucks has owned for so many years, other companies have earned may be more with their strategic performance. Nonetheless, Starbucks is valuable and worthy to watch as a brand has been inaugurated with many programs that are related to the enlightenment of the employees. Towards the employees, the company has been cautious with the safety standards. The company has placed in its top priority the urge of creating a safe and welcoming workplace (stories.Starbucks, 2022). Some of the initiatives that the company has been taking are robust safety training for the partners, the policies being clear and systematic, and assurance of the fact that partners will get respect and kind treatment from everyone. It could be said that Starbucks has been moving ahead with a lot of empowerment towards the people who are the pillars of the organization. The efficiency is gained with the strong supply chain where they have been sourcing the best Cocoa across the world. The management with the identification of the different problems has noticed the issue of imitation and has invested much in the procurement of special flavors and bringing quality coffee to the doorsteps. However, Starbucks does face the risks of customer service that could be provided similarly in other stores as well. There is on the contrary one fact that comes to the notice that Starbucks does source 99% of the coffee ethically. Thus, Starbucks from the VRIO analysis could be understood to have a mixed internal resource that sometimes adds value while sometimes acts as a risk factor. In one way Starbucks has been meeting the industry demands for Coffee but at the same time, there are some areas in which the company needs to be more focused. The Coffee industry is deemed to be highly sensitive that is affected by macro and micro-economic factors.
The consciousness towards health as per UTAMA et al. (2021) is recently gaining significance in the contemporary era where all companies are creating measures to be healthy in approach and quality of the services. Still today Starbucks has been operating with the Aesthetic appeal where they have made the stores look like those that have been demanded and wished by users. Right from free Wi-Fi, to music in the stores, other appeals are being undertaken. It is visible thus that there are valuable resources that are rare but need to be more aware of the issues that may arise. 
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	Political
	By operating in different countries, Starbucks could encounter different issues from the political decisions taken by the Government. The taxation policy on inflation could cause a problem if Starbucks would not agree to it like the UK tax avoidance has created a problem (Matsuoka, 2018). Moreover, with the recent outbreak of the pandemic, it is being evaluated that Government has imposed social distancing and temporary closure of the stores that has brought a fall in the consumption tenacity. Thus, with the political upheavals, there could be many issues that Starbucks could face. In the policy formation as well, Starbucks could have positive or negative aspects. 

	Economic
	Economic Recession has been one of the primary concerns for Starbucks where the high pricing factors have been adding complexities to the performances and reaching out to a mass audience (He et al., 2021). Thereby, customers are now appealing to cheaper products than that Starbucks. Due to the insufficiency of the resources and the restrictions in the trade due to Covid-19, the labor costs are about to rise which will create a problem for Starbucks.
However, those countries that have developed in sense could pose Starbucks with a positive environment where they can gain many benefits and make the most use of the capital infrastructure. 

	Social
	The demands for the different products have been creating an influence within Starbucks to embark on innovation and new product inventions that will appeal to the customers from almost every segment. The changes in the demands also cause problems for the company with the pressure being on the employees that can demotivate the employees. 

	Technological
	The rise of digital tools and IT facilities has created a new aura among the companies where mostly digital operations are carried out (Nwankpa and Merhout, 2020). It can open up and has created many benefits for Starbucks to innovate with its online experience and be more useful to the customers. 

	Legal
	The legal aspects are such as where the employment laws, the copyright laws, or the customer protection laws could be followed. However different countries do have different legal requirements which enforces the company to be aware of it and take action accordingly. 

	Environment
	Those countries where the coffee beans are produced are facing disasters that can be an adverse impact on the organization. It is being acknowledged that companies need to be aware of the zero-carbon emission and energy usage that can facilitate environmental performance to be highly focused (Burki, 2018). In the recent era, the focus has been on Corporate Social Responsibility that could be socially responsible for their actions. 


Table 2: PESTLE analysis
(Source: Created by the learner)
Thus, the PESTLE analysis has clearly shown that Starbucks must be aware of the social, economic, technological, and environmental factors in the short term and long term. It is being evaluated that with the different factors, the company can have an impact on the performance and the operations that can face a breakdown in consistency. In the contemporary era, companies must be aware of macro-economic factors that could lead to problems and opportunities if identified with thorough research. 
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Figure 2: Porter Five Forces
(Source: Created by the learner)
Bargaining powers of the customers: The bargaining powers of the customers are always high where it is found that customers do want quality and quantity at the same time (Sommovigo et al., 2019). In the case of Starbucks, it is evaluated that Starbucks does have a high bargaining power of the customers with a demand for diversity in the products and quality coffee. 
Bargaining powers of the suppliers: For Starbucks, it ranges between low to moderate force since there are different buyers to whom the company looks forward. Due to the size and the scale, it is evidenced that Starbucks does follow a low bargaining power of suppliers but it does operate with Fair-trade certified coffee.
Threats of the Substitutes: today with different stores as start-ups coming up, it is evaluated that Starbucks could face the threat of substitutes where other companies with a cheaper price could sell the same kind of products. According to Alwaleed et al. (2019), substitutes are increasing to a high extent where it is found that companies are coming up with alternative products that can cause a threat to those companies who have original creation hands behind the products. 
Threats of new entrants: The new entrants to Starbucks could be seen to be low since no new company could have the strength to compete with Starbucks with such a huge presence in the market. 
Competitive Rivalry: When the company started its journey, it was visible that Starbucks was operating in a monopoly market but soon with the rise of more coffee companies, the company is facing threats to its competitive position (Park and Jang, 2022). Due to the cost of the products, it is found that companies offering low prices are more preferred than those at Starbucks having premium prices. It is one of the threats for the company where other companies are emerging and playing different strategies. 
It is thus evidenced that Starbucks in the mid of many companies in the sector should be aware of forces of customers, substitutes, and competitive rivalry that can cause problems to the organization. Starbucks though has been finding out ways of meeting the pressures of the customers through the incorporation of innovation in the services and building robust performance. Competitiveness is acquired through various methods like the combination of products, the heritage being held over the years, and the constant product offerings provided. 
[bookmark: _Toc108995184]Impact of Covid-19 on the Company
According to the report presented by Reuters, it was claimed that Starbucks has hit a loss of $2 billion drop in the quarterly income due to the pandemic. The cafes on which the productivity and the profit were mostly dependent have been shut down due to the Governmental protocol. Again, in the mid of the pandemic, when the situation started getting worse, the company announced that was on the plan of closing around 400 stores in regions like America for the next 18 months and new stores of around 300 would not be launched (qsrmagazine, 2022). The shares of the largest coffee chain fell by around 4% which has been the worst news for the stakeholders. In every quarter, they came up with new information on the losses that have been incurred. It is worthy to note how even one of the largest coffee chains that has earned revenue of so much did face the problems of financial assets and entered into a new crisis. Thus, globally when all the companies are being affected, it is certain that Starbucks will also face the same issue. Many reasons have been listed like the closure of the cafes, the restriction in the sales channel, the shortened operating systems, and temporary closures that have impacted the overall performance of the company widely. The CFO has commented that Covid-19 has created a situation where it is being found "severely reduced customer traffic". The positive period that Starbucks was witnessing changed into a nightmare with the chaos and the disastrous situation.
It is thus analyzed that the impact of the pandemic has been cruel and chaotic to the organization and mostly restricted the customers from buying coffee since, at this moment, the demand grew more for essential products and not for leisure-seeking goods like coffee. Considering the business chaos that does happen, after the Recession, the pandemic has been another crisis that has led distress to in the financial condition and created panic among the management of well-known organizations (Kee et al., 2021). It is visible that the organization has suddenly encountered a situation where they could do nothing but watch the loss since the Cafes as the main stores for operating income were instructed to be close for health and safety precautions. It is idealized that the company witnessed a tragic incident with the outbreak of the pandemic and faced chaos. 


[bookmark: _Toc108995185]Conclusion
In the report, the conclusion could be drawn that Starbucks has been a company that has been surrounded by both opportunities and weaknesses at the same time. Yet with the company's reputation, income, and ethical sourcing of the coffee, the company has retained in the minds of the customers. However, it is also evident from the internal analysis. It is also found that the external environment did show that Starbucks encountered problems like economic, environmental, and social as well. However, the worse had been with the outbreak of the pandemic which led to a sharp decline in profits and productivity. 
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