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Executive summary
In this report I have been writing about Starbucks coffee shop on how the organization uses different types of tools in their company such as external environment where I used the Porters Five forces. Also, along this I focused on the internal environment in this part I used the framework of McKinseys 7s to analyze the company. After this I focused on writing about Starbucks cultural web and how they apply them selves using this tool along this I compared Starbucks with another organization which is Caffe Nero and how they use the cultural web in their business. Lastly but not least I wrote about how Starbucks can improve themselves in one of their area which I wrote on Starbucks drive thru. 
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Introduction 
The first store off Starbucks was opened in the year 1971, but back then in that time the company was the only one singular store in Seattle’s historic Pike Place Market. 
Starbucks served some of the worlds best fresh roasted whole bean coffee. From the beginning Starbucks sets out to be the different type of company not only celebrating coffee and rich tradition but also bringing a good feeling connection. 
Today not only do they have more than 15,000 stores across 50 countries, they are the premier roasters and retailers of speciality coffee in the world. (Starbucks, 2019)
I will be covering my report on Starbucks organisation and will be using tools such as Porters five forces, McKinseys 7s framework along with the cultural web for both Starbucks organisation and Caffe Nero. 


















Porters Five Forces Analysis on Starbucks 
Starbucks company uses Michael E. Porters Five Forces analysis model as their business external environment. This analysis assesses the manufacturing environment over appropriate external factors which allows to outline the inexpensive landscape. The Porters Five Forces model distributes statistics for their strategic management to able to report the five forces which namely are competitive rivalry, the bargaining power of customers, the bargaining power of suppliers, the treat of substitution and lastly the threat of new entrants. In this analysis Starbucks works in a business environment which includes solid competition with other coffeehouse companies out there, also with food and beverage industries like McDonalds, Dunkin Donuts, Burger King, Wendy’s and lastly Subway. (Greenspan, 2019) 
                                        Five Forces of Starbucks chart below:
[image: https://themarketingagenda.files.wordpress.com/2014/06/starbucks-five-forces.jpg] (Oakley, 2014)







The Bargaining Power of Customer 
For this part of Porters analysis for Starbucks, this is the biggest challenge possibly they are facing due to UK buyer’s substantial choice in coffee shops. Moreover, with the struggle of patenting coffee products, effective innovations such a Frappuccino which are topic to copycat products- as admitted by costa to ‘give customers what they are demanding’. Regardless of all this Starbucks have endeavoured to successfully create a certified customer community of brand which believer through MyStarbucksIdea.com, this website took suggestions and created discussions as to how the business should improve themselves. On 2008 since they launched their website, they had 98,000 ideas that have been submitted and more than 100 approved from community projects to bringing back salted caramel hot chocolate. This study has showed that the correlation between listening to their customers and customers loyalty which is evidently crucial in an industry with low switching costs. Also based on the low switching costs, customers can even shift from Starbucks to other brands of coffee shops, for example a customer who finds in another coffee shop lower price coffee then Starbucks, the customer likely will go elsewhere. (Oakley, 2014)

The Power of Bargaining Suppliers 
With Starbucks having 20,891 global stores, nearly double that of the second major coffeehouse chain Dunkin Donuts of 10,083 stores, therefore Starbuck can take advantage of their size and benefit of economies of scale. In adding to suppliers are prepared to offer favourable terms simply to be associated with Starbucks this is in order to indorse approval of the world’s biggest coffeehouse brand. But the benefit of this somehow has been subsided since the year 2000 this has Starbucks pledge is to only serve Fairtrade coffee; the business now pays 23% above the market amount for their beans. Saying this, Starbucks brand confirms that it cannot be detained to payoff, as substitutes are obtainable in mass and should the company wish to buy elsewhere, hence this certifies other product leverage aids, such as productivity in transfer and constructive rating preparations. (Oakley, 2014) 
Other input to this is that the worth chain of Starbucks is their coffee beans and their Arabica coffee that is grown in select areas which remains their usual inputs, thus it makes the price of exchanging amid substitute suppliers, ascetically low. The tactical analysis of Starbucks Corporation- Starbucks, per its magnitude and scale have the power to yield advantages of their suppliers then again it manages a Fair Trade certified coffee below its coffee and farmer fairness (C.A.F.E) database which allows its suppliers a reasonable partnership status, which yields them somewhat of moderately to lower power. They form a highly vital part in the supplier’s business as to its size and scope this allows the power of the suppliers lower, by giving these aspects the suppliers stance a discreetly low bargaining power. (Geereddy, 2019)

Threat of New Entrants
Starbucks product image is solid, the CEO Howard Schultz has fervently placed Starbucks as a third place in customers thoughts as well as home and work to style Starbucks as a part of their routine. This produces power by dropping customer vulnerability to visiting competitor stores in nearness to Starbucks, therefore making this an unpleasant market for new entrants.
Moreover, though the two-thirds of the UK’s 15,000 coffee shops remain self-determining, a public account of a report shows that in January 2014 says businesspersons will struggle to attain the finance that they need to start up or operate their businesses even though the government structures to help minor businesses. As a substitute, bigger business has gained access to more funding foundations, such as syndicated loaning markets and can convey more constructive interest rates due to condensed risk on the lenders part, serving to fuel Starbucks progress to 70 stores in the year 2014. (Oakley, 2014)

Threat of New Substitute
There are varies genuine substitutes to beverages to coffee, mainly is tea, water, fruit juices, fizzy drinks and energy drinks. Other threat of substitute for Starbucks are Bars and Pubs with non/alcoholic beverages. Also, customers can make their own coffee in their own home by using premium coffee makers for a less cost then buying premium coffee from retailers like Starbucks. There is no swapping cost for any customers for switching to substitutes, this makes the threat high. Then again it is vital that to take notes that business leaders like Starbucks are presently trying to overcome this threat by selling coffee makers, premium packs in grocery stores but then again the threats stills puts them under pressure in the limitations, for example Costa Coffee have shops in places like in service place In motorway, or in petrol stations self-serve coffee machine, Costa Coffee have drive thru for customers to enjoy coffee along with snacks such as grilled toastie, cupcake and other beverages that is available because of this it makes Starbucks a threat of substitute. (Geereddy, 2019)



Competitive Rivalry
The competitive rivalry is moderate to high in the business, this is because there is dominant rivalry in the industry as well as number of companies competing for the market shares are very high. The access and departure barricades are very little. Market shares of Starbucks is the key factor which moderates the competition for them, but then again, they have the uppermost market shares trailed by coffee shops such as McCafé and Dunkin. 
Yet, the finest quality and merchandise based varies that Starbucks uses in their company therefore this gives it nearly edge over their rivals for example just like Starbucks uses the best quality coffee beans for their customers, like them Costa coffee, Caffe Nero also uses the finest coffee beans in their company for their customers to enjoy. Nevertheless, the grow rate of the company has matured that it has moderated as a maximum number of players who are challenging for the market shares. But there is still space available in the industry for any new players, where this adds passion of the competition in all this. Therefore, based on all the factors the power of competition towards Starbucks stays reasonable to high. (Geereddy, 2019)














Mckinesy’s 7s framework 
Mckinsey’s 7s model is used to analyse the organization and the effectiveness they have, this looks at the seven vital elements which makes any organization successful. The key elements of this framework are; structure, strategy, systems, shared values, style, staff lastly but not least skills. This framework can be used with any administrative problems that needs to be fixed. (Singh, 2013)

                            [image: Starbucks McKinsey 7s model]

Starbucks considers strategy, structure and system as hard elements for them, then again shared values, skills, style and staff are the softest elements to them. McKinsey 7S model pressures the occurrence of sturdy relations among all the elements. Therefore, if there was a change in one of the elements then this will cause changes in the other elements in the model. As it is showed in above figure the shared value is situated at the core of Starbucks McKinsey’s 7S model, in the meantime shared value directs employee actions with the inferences on their performances. (Dudovskiy, 2017)



Hard elements of McKinsey’s 7s
Strategy
Starbucks uses strategy in their business by producing their product variations and concentrating on the quality and services of their products. The coffee chain offers ‘third place’ experience away from work and or home, this is where customers can spend time, they want in a stress free and comfortable environment with familes or friends or even alone time. Customers are more than welcome get their work done while being in a Starbucks stores, where they can buy more products and return for another visit.
Starbucks also focuses on best quality of their products and therefore customers pay finest prices for highest quality. One of the solid sources is excellent customer services as this advantage furthermore increases the appeal of the coffee industry. (Peterson, 2015)
Starbucks is a gathering place where they make sure that everything they do is through the lens of humanity where they are dedicated to serving the highest quality coffee in the world and the way they engage with their customers and communities to do business appropriately. (Starbucks, 2019)

Structure
Starbucks structure is conceded at all the section’s which requires to produce its goods and services. For each individual manager decision making is a task for them to follow up, this means that Starbucks had decentralize authority. As Starbucks has many stores around the globe, each store has their own authorities, managements and customers., the organization and its employees must be extra flexible as the company grows. Therefore, managers are very interested in empowering their employees. An employee can get very good positions and create cross functional teams where they are doing a very good job. For everyone who are employed at Starbucks, managers are more focused on improving communications with them. 
To improve their customer services Starbucks have changed their organization structure to a matrix structure. They have managed to be a transparent organization as well as providing sound directions of communications, maintaining solid channels of communications. 
Also, they have a combination of similar features from uncomplicated types of organizational structure. Therefore, the structural design contains intersection between many components of the business. The main features of Starbucks Coffee corporate are: 
· Efficient Hierarchy- Which is founded on the business functions for example if the company has an HR department, finance department and marketing department then these are the moistest at the top levels in Starbucks business structure, such as at the corporate’s headquarters. 
· Geographic Divisions- Based on the location of operations. Starbucks has three regional divisions for their global market which are: Americas, china and Asia-Pacific lastly but not least Europe, Middle East and Africa. In the U.S. market Starbucks structure includes further geographic divisions: Western, Northwest, Southeast and lastly Northeast. For each of the divisions there are senior executives by this each local manager reports to at least two of the superiors. 
· Product-based Divisions- Starbucks bases this divisions on its own organizational structure, and it addresses its product lines i.e. the company has a section for coffee and related products, and another section which is for baked goods and another section for merchandises that focuses on product development. This way the company intends to develop and modernises their products with support through its legislative structure.
· Teams- Used in varies parts of Starbucks Coffee’ organizational structure. But then again teams are the most noticeable at the bottom of the organizational levels, mainly at the coffee houses i.e. in each café the company have teams that are organised to deliver goods and their best services to their customers. This part of the structure allows Starbucks’s corporate the business to able to give effective and efficient service to customers. (Meyer, 2019)

Systems
In the world’s largest coffee retailer Starbucks has a varied range of system which facilitates to their day to day business, this involves but not limited to partner employment and variety system, team development and orientation system, customer relationship management system, knowledge system and many more of others. Starbucks are positively participating mobile ordering system. More than 8% of orders are currently being done over mobile phones and this is expected to increase soon. (Taylor, 2017)




Soft Elements of McKinsey’s 
Style
Starbucks uses their chairman and CEO Howard Schultz leadership style in their company, this theory was formulated in the year 1978 there is two leaders which are transactional and transformational. Transformational leaders intend to inspire their teams and encourage every members of workers to progress as individuals and be a part of a joint team where working towards together achieving goals. (Chris, 2015)
Staff 
Starbucks offers their employees the choice of numerous attention level for medical, dental and visions strategies as well as health care, life insurance, disability and accident coverage. Employees are given the competitive retirement plan, this involves a generous company match and offer their employees discounted company stock (S.I.P).
Staffs who are both retail and non-retail partners are entitled for paid vacation days and family sick time, while paid / non-retail partners as well receive two personal days per year. Starbucks sees seven paid holidays when retail hourly partners are paid 1 and half times their base hourly rate of pay for any hours worked on these holidays.
Starbucks offer other benefits such as education, parental leave and partner assistance also they get many perks such as in-store discounts, partner networks and many more. (Starbucks, 2019)

Skills
In Starbucks their employees are given introductory training based on the role, store training is led by their amazing instore trainers and coaches and is designed  for you as an employee to get to know the store culture and get you ready for your role in work, this allows new employees to learn their jobs and being supported by their managers. By doing this employees  become qualified baristas, where they will be issuing the perfect product and by this they will be gaining the right skills that is needed for the role they will be working in and making every moment right for all of their customers every time. (Starbucks, 2019). 




Shared Values
For Starbucks they like to create a culture of warmth and belonging where everyone is welcome to their coffee shops. Also being connected with transparency, dignity, present and respect as well as giving their utmost best in everything they do and holding themselves for liable for marks. (Starbucks, 2019)






















Ethical stance of Starbuck organisation
Starbucks have faith in leading ethically in their organisation and motivated to do the right thing that is vital for the business to be successful, as well as making effort to be responsible business and conducting in an ethical means. 
[bookmark: _Hlk24045199]Also, Starbucks ethics and compliances cares for their mission and values and help to protect their culture and reputation by encouragement of culture which is therefore dedicated to ethical leadership and with honour if resources that helps partner (employees) making ethical choices at work.
This is done by giving advises and allowing leaders to initiative ethical business practices, joining with business to make sure of operative legal risk management and inspiring partners to speak up if they have any sorts of questions or problems.
Widely held of reports Starbucks receives includes employees relations issues, this is constant  with other companies out there whether it is retail or then again it can provide another reporting mechanism as part of wide-ranging ethics and compliance programme. (Starbucks, 2019)
Starbucks has been named one of the world’s most ethical companies for the 12th consecutive year by Ethisphere institute. The year 2018 Starbucks is one of the only 12 companies to earn the honour of all 12 years that Ethisphere has published also for having commitment to leading ethically business standards and practices. (Starbucks, 2018) 
Starbucks takes care in ethical supply chains where in this point of the area that focuses on doing business ethically which is very strong and believes in helping the farmers their sources and giving back to them by allowing them. 
Human resources are ethical management for them as this is now the main area of business in this 21st century and this effects the productivity and efficiency of the company business. Starbucks believes in winning their employees trusts by managing them ethically.
Lastly but not least ethical customer service is vital focus in this 21st century, this is because there is competition everywhere and every customer are very valuable and important. (Pratap, 2019)



Cultural web for Starbucks and Caffé Nero
Cultural web
This is a tool used to plan the culture of an organization and seeing and understanding varies influences that affect then business culture. This tool can be used to mapping any existing culture and the future culture based on the question ‘what does the culture need to look like to make this change to happen?’ (Centre, 2019)
Starbuck 
The paradigm- 
· Starbucks makes sure that their customers receive the highest quality of coffee.
· Engaging correctly with customers and publics in order to doing their business sensibly.
· When Starbucks was a single store 40 years ago, in every place they touched they made sure that they made their business better than they have found it in the beginning. (Starbucks, 2019)
Stories- 
· The first store opened in Seattle pike place market in year 1971
· Starbucks presented some of their world’s greatest fresh roasted whole bean coffees.
· Starbucks name idea was given by Moby Dick.
· Howard Shultz (Starbucks chairman, chief  executive and president) walked first time into Starbucks store in the year 1981 , from that moment when he drank his first cup of Sumatra he was drawn into Starbucks and decided to join the year after. (Starbucks, 2019)
Symbols-
· The main logo for Starbucks was the twin tailed mermaid also known as siren.
· Original logo was used to bait coffee followers from everywhere by the Starbucks founders.
· Since the original logo design has been created, there has been many times the logo being changed, first major change was in year 1987 when the business was developed by Howard Schultz, along with the original name Starbucks coffee, tea and spice.
· The logo changed again after the year 1971 in the following years which is 1987, 1992 and lastly in 2011 where in that year it was redesigned to celebrate 40th anniversary of the company. (Raghav, 2016)

Power-
· Starbucks employees are referred as partners. 
· Starbucks task is to motivate and encourage human spirit- one person, one cup and one region. (Starbucks, 2019)

Structure-
· Employees answer to more than one manager and give messages that takes place in more than on ways.
· Team structure is regularly followed on the lower levels of the organizations for example in the café’s cooking and delivery systems, this structure helps to provide customers with improved and focused service. (Sobiya, 2019)
Controls-
· Starbucks have three types of control systems in their company first is bureaucratic which instils the uses of rules and authority to lead employees’ performances. 
· Market control is the involvement of use of economic forces and the mechanism for pricing which accompany them to regulate performance.
· Clan control is the empowerment of empowering the organizations employees to meet their acts of standard. (Starbucks, 2019)
Rituals/Routines-
· Performing many job duties such as brewing coffee which happens every 15 minutes.
· Coffee tasting done by new recruits and by Starbucks executives.  
· Starbucks creates chances for their employees and customers in the societies that they assist.
· Distributing their finest in all they can do and holding themselves accountable for good results.
· Many partners work to gain an inclusive environment across Starbucks representing the broad range of their employee background. (Starbucks, 2019)

Caffé Nero cultural web
Stories-
· Began 20 years ago where founder Gerry Ford who had desire for coffee, he at that moment had vison to create traditional Italian cafes across the Europe, where there were places served only the highest quality of coffee as well as a place for a meeting place for the community to enjoy coffee and chat. 
· Started of making only few local coffee houses and from then they never aspired to be a big business. 
· They have invested all their money back into the company, so they can improve more as well as carried on with purpose. 
· Caffé Nero built their own roastery and created a different type of award winning blend and most vital is they set up espresso training school where their baristas are able to master the art of coffee making. (Nero, 2019)
Symbol-
· The name Caffe Nero is named after the Italian for black coffee. (Noon, 2006)

Power-
· Employees embrace their values with fairness, warmth, decency and kindness to pursuit excellence.
· Caffe Nero need to make sure that their farmers are rewarded, as they have owed their dedication to sourcing the highest quality of beans as well as they pay premium prices for their beans.
· Caffe Nero are passionate about the environment and are founders of paper cup recovery and recycling group. (Nero, 2019)

Structure-
· Passionate to make their teams feel valued and their benefit are very great.
· Receive clear and practical training for making perfect coffee skills as well as delivering best customer services,
· Determined to give career progression to everyone that works in Nero.

Control-
· Was behind when it came to technology as they only owned old cash registers.
· Then they decided to use electric point of sales.
· Once all the branches started to use electrical point of sales, they also included business intelligence system to help them understand all the trends happening.

Ritual/ routine-
· Working together as team.
· Quality and consistency. (Nero, 2019)

Looking at these two both coffee companies it has been known that Starbucks has better cultural web then Caffe Nero. This is because Starbucks employees follow the rituals and routines in their every day to day work. Also, Starbucks has much better control system in their organisation as for Caffe Nero they do not because they have been in the industry just for 20 years, but Starbucks company has been more then 40 years in the industry. The amount of information that is available for Starbucks organisation is very excellent but for Caffe Nero there is less information about what the rituals and routines Caffe Nero employees do. As for the quality of the coffee beans and for the famers, both companies have a very strong passionate for this as they both companies want the best coffee beans for their customers and taking care of their farmers who work hard. 









Improvements for Starbucks
One of the improvements that Starbucks could consider in to having more Starbucks drive thru across the UK, where customers who are in a rush in the morning time or people who go to work are able to get a quick drink that is near to the place they live like have a drive thru store in their local area before going to work and etc.
Starbucks plan to make the speed up in the drive thru by staff focusing on the handling a certain amount of motor vehicles, the coffee chain has already made the determination to make sure that this service will have more face and video screen on the drive thru as well as installing 2,800 screens across the UK. (Young, 2018) 
[bookmark: _GoBack]















Conclusion 
I have concluded that Starbucks has maintained themselves in the coffee industry by being known as a recognised company, this is by them expanding their franchise across the world. This is known as they have been in the business since the year 1971 therefore, Starbuck is a solid organization in the market because the company attempts to be better by using the porters five forces in their organization. Also, Starbuck organisation supports their ethical value and care for their partners who work for them across the world as they think of their employees as their partners instead of employee as well as they care for their missions and values that helps to keep their organisations culture and status by being encouraging and dedicated to their ethical leadership. 
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