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The aim of this report is to analyse the strategies that have been chosen by Starbucks to internationally manage their organisation. To analyse their strategies, we will first look at three factors of the PESTLE analysis framework. “A PESTEL analysis is a framework or tool used by marketers to analyse and monitor the macro-environmental (external marketing environment) factors that have an impact on an organisation.” (Academy, 2018). The three parts of the PESTLE analysis used will be Political, Economic and Legal. The first pestle analysis will look at their business in their pilot country – the America, then their business in China. Next, we will then look at the mode of entry Starbucks has used to enter into different countries. We will then look into the company’s hierarchy structure and determine their culture. Finally, looking at how the different strategies have affected the outcome of where they were in contrast to where they are now in the countries that they have entered. 
Starbucks’ first coffee shop opened in Seattle in 1971, and has since opened more than 24,000 retail stores across 70 countries. (Starbucks Coffee Company, 2018). As they progressed and opened more stores, Starbucks began to sell more than just coffee; they now serve a range of sandwiches and snacks as well as bottled cold drinks. This is seen to be a good strategy as this appeals to customers who can sit in and have lunch while having full access to Starbucks’ Wi-Fi, which will also appeal to businesses to hold meetings. 
To begin, we will firstly look into the Political, Legal and Economic factors of the PESTLE framework of their business in America. The first factor to look into will be the political factor. Starbucks are careful to source their raw materials responsibly and adhere to Fair Trade practices in order to deter any attention from politicians that their supplies come from. (Managementstudyguide.com, 2018). Starbucks must also adhere to certain laws and regulations as applied by the governments of the countries that their raw materials are supplied from. This is necessary as the increased political awareness in the developing countries has formed a basis for Starbucks to source their materials. (Managementstudyguide.com, 2018). There are also political laws and regulations that have been put in place in America which would also need to be considered. 
The legal factor to be considered is that Starbucks must adhere to the laws and regulations set within the country that they operate to avoid any political issues that may occur. They also focus on a non- discrimination policy to treat every employee the same. This is to avoid any potential accusations of discrimination and to uphold their reputation of a fair business and to upkeep their brand image.  
Finally, the economical factor of the framework focuses on the sustainability of the business. Unfortunately, as there is an ongoing global recession, Starbucks have found a dip in their profits as consumers are resorting to a cheaper alternative, however, the demand for coffee has not gone down. Competitors such as McCafe at McDonalds will benefit from this as their coffee is a fraction of the price of Starbucks. In comparison to other coffee shops such as Café Nero and Costa Coffee Starbucks’ are much more expensive by comparison. There may be potential for a strategy change here. The table below indicates that Starbucks has the most expensive products on the market (February 2017).
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(Londontoolkit.com, 2018)
Unfortunately, with the rising labour costs, operational costs and inflation, this can become a problem and lead to a further dent in profits. 
As Starbucks continued to grow, they expanded internationally, they tapped into the Chinese market. We will now look into the political factors that Starbucks face as a result of expanding internationally. The first factor to be considered is Political. There are rules and regulations that Starbucks must follow in order to comply with the Chinese politics. Some are formal and some can be informal, suggesting that there are guidelines to follow as well as rules set out in place. 
Next, we will look at the legal factors within the framework. “China has numerous laws that encourage, restrict and prohibit investments in specific industry sectors” (Uschinabiz.com, 2018). This suggests that China like to be in control of the businesses that form and trade in China. However, Starbucks have crossed the barrier and managed to work its way into the Chinese market and even open retail stores within their marketplace. 
To conclude the framework analysis, we will now be looking at the economic factors that Starbucks had to overcome to begin trading in their marketplace. Firstly, the exchange rate from Chinese Yuan to the US Dollar has increased within the last year. The current exchange rate from Chinese Yuan to US Dollar is 1 CNY = 0.157871 USD compared to the year before which was 1 CNY 0.14521 USD in March 2017. (Xe.com, 2018). 
Next, we will look into Starbucks’ modes of entry. Globalization has allowed businesses to trade and expand their business outside of their pilot country. The first country we will look into is China. While entering the Chinese market, Starbucks used a smart strategy to create brand awareness using the high traffic locations and highly visible locations to project their brand image, while also being careful not to pose a threat to their very tea- orientated culture. (Forbes.com, 2018). Starbucks then decided to close the gap between their culture of tea drinking and coffee drinking by using their local ingredients within their drinks. (The Balance, 2018). 
Very similarly to China, India also has a tea orientated culture that Starbucks is careful not to pose any threat to. Their mode of entry to India became to be when Starbucks became partners with India’s Tata Global Beverages. As Tata already produce the raw material of coffee beans, this will cut import costs as there will be no need to import given that there are very few places in India that produce the raw material. Also, “TATA’s coffee plant in Karnataka has also been contracted to supply beans to Starbucks’ globally, creating mutual synergies.” (Oprita, 2018). 
Starbucks found difficulty entering Europe, especially France, where they found Starbucks coffee overpriced and low quality in comparison to their coffee culture. (Flanagan et al., 2018). Their stores were under performing as the consumers felt that the brand was too Americanized. Starbucks soon overcame this by tapping into the take away aspect of coffee. 
 Starbucks have overcome many problems that have arisen by changing their strategy to suit the different situations. An example of this is the way they have adapted their products to suit the different tasted of the consumers. They modified their drinks for have ingredients such as cookie crumble and green tea as the Japanese culture are familiar with mixing solid ingredients into their beverages. (Flanagan et al., 2018). 
They had also adapted their food options as the American sized products proved to be too large for the Japanese consumers and therefore they down sized their portion sized to suit their needs. Starbucks have also made changes to their menus in France as they felt it was too Americanized. They added options more suited to the French consumer by adding brioche and continental options. (Flanagan et al., 2018). As well as changing their menu choices, they have also made changes to their retail stores to suit the different cultures of their consumers, such as creating a comfortable space for the versatility for consumers to relax and socialize with friends and family or use their retail stores to hold informal meetings or to enjoy their own company and use the free Wi-Fi provided. 
The Starbucks brand has developed a very Americanized coffee popular culture, where the consumer can drink coffee while using their laptops and completing work and or socialize with friends, whereas cultures such as the Chinese culture wouldn’t attend one of the retail stores by themselves but rather in pairs or within a small group of people. Starbucks intend to change this. They want to create a comfortable space that their consumers can socialize and relax and enjoy their products. Their mission statement reflects this; “To inspire and nurture the human spirit – one person, one cup and one neighbourhood at a time.” (Starbucks Coffee Company, 2018), suggesting that coffee shops can bring people together and possibly create a new culture where all cultures can socialise together.
However, Starbucks have had to adapt their cultures slightly to suit different consumer cultures. An example of this is when Starbucks attempted to enter the Saudi Arabian market. There was much trouble as the logo of the mermaid caused friction immediately; “Because of the decency laws concerning women, the topless mermaid insignia was seen as pornographic – they changed the iconic mermaid instead into a crown on waves.” (Flanagan et al., 2018). 
We will now look at Starbucks’ organizational structure. Starbucks have adopted a matrix organizational structure. “The matrix organization structure is complex but helps in achieving the ultimate goal i.e. reaching higher productivity. It has various benefits. This type of structure is used in organizations which have diverse product lines and services.” (The Economic Times, 2018). 
The main features of Starbucks’ organizational structure is; the functional structure, the geographical division, the product based divisions and then the teams. The functional structure consists of all the departments that keep the business running smoothly such as the finance department, the human resources department and marketing departments. (Meyer, 2018). The geographical divisions are made up of three regional divisions. The first is America, the second is China and Asia-Pacific, and finally the third is Europe, Middle East, Russia and Africa. (Meyer, 2018). Their product based divisions are divided into the different ranges of products they offer, such as baked goods, merchandise, and different coffee products produced. Finally, the teams are then made up of the “front of house” staff such as baristas who then deal with the customers. Starbucks describe their members of staff as “partners”. “Our employees, who we call partners, are at the heart of the Starbucks Experience.” (Starbucks Coffee Company, 2018). This suggests that Starbucks perceives their staff as equal across the company. By perceiving them as “partners”, this would also suggest that they would have a say in the decisions that the company makes. 
To conclude, Starbucks have created a diverse brand that is versatile to the different cultures of the consumers and aims to continue growing their brand whilst expanding to new countries. Their biggest threat is the power of substitution, where consumers are choosing the cheaper branded competitors such as McCafe at McDonalds. Starbucks has a diverse culture of staff who don’t get discriminated and are treated fairly. 
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Indicative Coffee Shop Prices London 2017
Starbucks* Costa Coffeex Caffe Nero*

Americano 2.10/2.45/2.65 1.95/2.30/2.50 1.85/2.15/2.45
Cappucinno 2.35/2.70/3.10 2.25/255/2.75 210/250/2.80
Latte 2.35/2.70/3.10 2.25/255/2.75 210/250/2.80
Mocha 2.95/3.20/3.55 2.60/2.90/3.10 225/265/295
Espresso 1.60/1.90 155 1.70

Espresso Double 2.00 1.90 200

POt Of Tea 2.89 1.85 200

Herbal Tea 1.95 1.65/1.85/2.05
Chocolate 2.75/3.05/3.25 2.50/2.80/3.00 2.20/2.60/2.90

* Prices in British Pounds sampled February 2017 - Earls Court Kensington




