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Case Study: Starbucks

Introduction
This essay discusses the corporate culture, organisational structure and aspects of corporate social responsibility, sustainability and business ethic of Starbucks, a US based Multinational coffee shop with several stores in many countries in the world and in all the major continents. The objective is to present the reader with an understanding of the principles in which Starbucks adopts when managing its business with a critique of these principles and suggestions of ways in which it can be improved. 

The rest of this essay is organised as follows: Section two presents a brief description of the organisational culture and structure of Starbucks, it also discusses its related political, economic, social, technological, environmental, legal and environmental factors (henceforth PESTLE) and its strengths, weaknesses, opportunities and threats (henceforth SWOT) analysis, corporate social responsibility, sustainability and ethics, a final section presents the summary of findings, conclusion and recommendations

History of Starbucks

According to Starbucks.com (2019), the company Starbucks was founded by three partners in Seattle, Washington, USA in 1971. Starbucks was a company that mainly specialised in coffee roasting. The fist coffee outlet bar by Starbucks was opened in the seaport city of the United States of America called Seattle in 1985. After 3 years as a Marketing Executive at Starbucks, Howard Schultz persuaded the original owners of Starbucks to try a new concept of ‘Italian Coffee bar’ a log short from their traditional coffee roasting business. In 1987 due to the early successes of the new coffee bars, Shultz was able to persuade some investors which were local and had seen the success of the Coffee bars to back him. He bought over the company in 1987 and opened new outlets in Chicago and Vancouver in Canada. The company expanded rapidly within the next 5 years that they had 165 branches in 1992 when they made a public offering for shares for the first time ( (BUEHLER, 2018). 

However, the company expanded both in the US and abroad only after its well renowned Chief Executive Howard Schutz took over the business in the early 80's. the first Starbucks outside North America was opened in Tokyo in 1996 but currently, more than a third of its shops are located outside the USA. By 1992 when Starbucks went public through the launch of an initial public offering, Starbucks had over 120 stores worldwide. Over the years, Starbucks have adopted a series of changes in technology in the way they service their customers. For example, the company is currently doing a pilot scheme using blockchain technology where customers and coffee producers will be able to connect with each other. 

Due to its global reach and the various internal and external environmental factors that it needs to analyse, managing Starbucks is such a difficult task that requires an understanding of different geographical regions, their cultures, values, systems, beliefs, etc. 







Starbucks Operations 

Basically, Starbucks sells fresh coffee, tea as well as other beverages together with a broad range of light snacks and drinks. It conducts business primarily in tight-traffic, strong-visibility spots. The American stores of the company represented most of its worldwide trade in 2007, with about 7,000 coffee shops, this is way up from 4,300 in 2004. There were also some 4,000 shops in 2007, up from 1,800 in 2004 that were Starbucks outlets in the U.S. These outlets were mainly licensed to sell Starbucks coffee and branded products. The franchise holders were licensed   in areas of the country, where the company was not being represented, such as smaller urban neighbourhoods, off roads and highways.

Starbucks’ strategy was to source innovative new flavours, complimentary products and even music to boost its stores: ‘The Starbucks experience features a manmade emotional experience for all individuals visiting every shop. That is, making a Starbucks coffee shop “a third place” [in addition to home and work] for an ever-broadening customers round the world.’


Starbucks Organisational Culture. 

Organisational culture is a collective of the values, beliefs, vision, principles, etc that guides the way the organisations should operate and is often reflected in its leadership style, strategies, management principles, etc (reference). According to Ferguson (2019), Starbucks has a distinct organisational culture and they are based on five fundamental principles that includes servant leadership, relationship driven management, collaboration and communication amongst employees, openness and decision and diversity. In all these, there are specific values in the way they employ, train and manage staffs interactions and strategies and the goals is always to promote a warmth and friendly ambiance and interactions between the employees and the customers. they believe this type of attitude will help the company build some form of bond with their customers and help promote their brand image which is in line with their corporate and organisational strategy. In the mind of the company and in line with their strategic interest, they are selling not just a good coffee but an experience in buying and consuming these products. The human resource management programs and the way the baristas and other key workers interact with each other are all designed to reflect these key characteristics and expectations. 

In the context of servant leadership, managers, team leaders, supervisors and everyone in position of authority is encouraged to support those under their control and ensure that they can access opportunities and grow within the company. They believe through this approach, they can optimise employee productivity, morale and ensure the overall customer experience is satisfactory. 

In the context of relationships, all employees are encouraged to develop and express warm and friendly bonds with each other. Through communication also, employees are expected to collaborate with each other not just in fulfilling orders but to share ideas that can help promote efficiencies in the organisational and business processes. The company also encourages modern employees to be open to each other and to share their thoughts about ways in which the organisation can be improved. 

They have some what they call open forums where employees can ask questions to any relevant authority within the business. The company believes open communication will also ensure problems can be listened to and solved as quickly as possible (Berhar, 2007).To ensure this easy flow of information, the organisation has built a streamlined structure where employees can easily communicate and speak to top level management without passing through their immediate line managers. Through this culture of openness, Starbucks promotes creativity and hence innovation in terms of product development and quality. The company also promotes diversity and is against discrimination of any form. They instead facilitate the sharing of ideas from members of the team based on their diverse experiences and they believe this promotes a positive rapport amongst employees and also encourage product innovations.

Despite the fact that there are structures in place and work is very organised, the overall Starbucks philosophy promotes delegation of authorities and free communication of ideas amongst colleagues. Decision making is also based on democratic principles despite the managers being responsible for end results. All these has helped the company to achieve some form of unity as staffs always feel that their opinions can be listened to and adopted for the growth of the company. 

PESTLE and SWOT analysis.

PESTLE is an acronym that means political, economic, social, technological, legal and environmental factors. SWOT on the other hand means strength, weaknesses, opportunities and threats. Both are tools management often use to strategically position their companies to succeed in the long term after understanding the big picture. Once the PESTLE and SWOT analysis have been done, the company can clearly evaluate the risk in the industry that they are working at and clearly state how they can manage those risks. PESTLE analysis was first created by Harvard Professor Francis Anguilar as PEST analysis in his seminal book "Scanning the business environment". 
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PESTEL Analysis (business-to-you.com, 2016) 


Political Factor

When looking at the political environment, the analysts needs to look at their country’s political institutions, the leading political ideologies and institutions that influence their politics, pressure groups, moral philosophies, religious theories, etc as all these factors influences the politics of the country. Starbucks faces exclusively different kinds of pressures due to the nature of its business. In countries where it sources its raw materials, the company often faces scrutiny by human rights and environmental organisations regarding its adherence to social and environmental standards. also. there have often been arguments that those farmers are being exploited by Starbucks and that they are not being paid a fair amount of wages for their coffee beans. 

Economic Factor

When analysing economic factors, any company needs to look at things like interest rate, labour cost, exchange rates, growth rates, consumer spending, etc. Starbucks has been affected by changes in the labour and tax laws of many countries where it sources it raw materials. As they source their products from diverse countries, they have to always invest in understanding these laws and to adhere to them. This in addition to increase in the wages of these countries have led to an increase in the transaction and operational cost for Starbucks. During periods of slowdown in the global economy, Starbucks have often faced a reduction in sales which also have had an impact on its profitability. Because Starbucks sources its raw materials in multiple countries and also have its stores spread across different continents and countries, the company is also susceptible to exchange rate fluctuations which they have to always manage.

Social Factor

On social factors, Starbucks can look at things like social trends, consumer tastes and habits, etc. Starbucks because of its global reach has to always work to manage diverse social and cultural problems. For example, like most companies that sources their raw materials from developing countries of Africa, Asia and Latin America, it has often been found embroiled in accusations of exploiting cheap labour purely because of the social attitude, customs and traditions of farmers in these countries. Starbucks also have to constantly strive to manage the expectations of the new wave of modern and recent consumers who are always asking questions about the social and environmental costs of the products they consume


Technological Factor

Technology has changed the way companies do business and Starbucks as a business has taken advantage of technological advances to reshape their business. Companies like Starbucks needs to analyse how their business are responding towards technological changes and how they can use it for their benefit. For examples, from the way their coffee beans are being sourced and processed, to the way consumers can purchase Starbucks products, there has been a significant adaptation of the changing technology. Starbucks now adopts blockchain technology that connects farmers to consumers, also consumers can purchase their products through an app. Starbucks internally have adopted a lean manufacturing process and other computer technologies in the way they manage their operations, and this has led to significant cost reduction for the company

Environmental Factor

As a response, Starbucks has adopted the fair-trade practices in the sourcing of their raw materials and have a strict reward system to farmers and suppliers of its coffee beans that they think is fair and reflects their contributions in the value chain. Starbucks have also faced regulatory pressures in many advanced countries where the company have often been accused of exploiting workers through the payment of minimum wages and the non-payment of taxes. In the UK for example, Starbucks have been accused for tax evasion and have also been blamed for exploiting and violating the labour laws of the country through the payments of low wages. Many other multilateral human rights organisations have also accused the company of exploiting farmers in coffee producing developing countries through the payment of low prices for their coffee beans. Starbucks

Legal factor

Starbucks must understand and respect the laws and regulations of the different countries it operates in. Against this, they need to analyse the political structure including the political environment for each country which they operate and figure out what laws can and are going to be changed and try to interpret them and position themselves in ways in which they can benefit from changes to the existing laws of the respective countries. 

Starbucks must look at the ways its business impacts the environment and how they can limit the damage they cause to the environment. The business tries to adhere to environmental standards and to follow current environmental guidelines on business practices after facing several concerns from environmental activists and various governments. The company also adopts a system where straws are banned, and packages and cups can be recycled. 


SWOT Analysis
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(Hildeman, 2015)




SWOT is an acronym for strength, weaknesses, opportunities and threats and it is a strategy that companies use to exploit business strength and use as opportunities and also to understand their weaknesses and threats and position the company to gain a competitive advantage. The strength and the weaknesses are often the company's internal strategic factors while the opportunities and the threats are often the external strategic factors. 

Strength

According to Lombardo (2019), one of the biggest strengths of Starbucks is the fact that it has been able to develop a good brand image, which is focused on customer care and its respect for global business ethical standards and the environment. The company also has a global distribution network that puts them in a much more competitive position where they can always synergise and maintain a stronger position when one country which acts as it major market is facing economic challenges. 

Weaknesses

One of the weaknesses of Starbucks is that is has to depend on farmers for the supplies of its coffee beans and other essential ingredients. It doesn't own its own farms which would have put the company in a much more competitive advantage and the possible to benefit from vertical integration of its business. The company also has a higher price for its products and also unique standards with strict guidelines on how they should be produced and marketed globally. The fact that their products are not flexible and adaptable to some local cultures and customs have led to some customers in some countries preferring to continue consuming from some other brands that have adapted their products to their local needs. 

Opportunities

Starbucks is not very present in developing countries and there are many with opportunities for growth. Starbucks can focus is diversification and expansion plans on these countries. This will help the company increase its revenue streams and also reduce its dependence on specific markets in developed countries. Starbucks can also penetrate these markets by buying cheap coffee chains and rebranding them with the Starbucks brand. 

Threats

Although the company had been exceptionally successful until 2007, after that time profit margins were slowed. The situation of the declining profit margin was deemed important enough for Howard Schulz, the company's founder, to be reappointed as CEO in early 2008. Whilst the former CEO Jim Donald left the business. Howard Schulz believed that the company, especially in North America, had lost its uniqueness. There was no uniqueness of the Starbucks coffee shop experience of the past any more. He complained that the coffee chain was ' watering down ' his mark by openings of too many sterile, cookie cutter shops that were lacking character and soul (Taylor, 2016)
He argued that the company had weakened its brand with its expansion from 1,000 stores to 13,000 stores over the ten years until 2007.

However, the downgrading of the Starbucks experience was not the only problem A new strategy to open coffee bars at its outlets was started by McDonald's restaurants. There was an increase in competition a new competition threat. As a result of all this news in early 2008, Starbucks ' share price dropped sharply. Park et al. (2017) states that this implied both that the company did not pay share dividends, but also that the share price was not growing.

The major threats that Starbucks is facing are linked to the fact that their business is not unique. Owning a coffee shop is easy and can easily be replicated by other entrepreneurs through imitation. Starbucks also faces competition in some countries because there are low cost coffee sellers in these countries who have established regional markets and have extensive supply chain for their ingredients in these markets and regions. 

Starbucks corporate, Social Responsibility, Ethics and Issues of Sustainable Development. 

The execution and practice of corporate social responsibility helps the organization in question to better understand its effect on various aspects of the company's corporate borders (Schwartz 2017). The economic, environmental and social aspects that affect the organization concerned cover the different aspects of societal existence.

[bookmark: _Hlk7036812]According to Starbucks.com (2019), the company cares much about what its customers consume and is always willing to help them make better nutritional choices that suits their particular requirements. As part of this, Starbucks always produces top quality products and ensures that good hygienic standards are employed when producing their drinks and that their ingredients are also sources following good hygienic principles. The coffees they produced are of different prices, tastes and ranges and this also ensures that their customers can have a wide variety of choices to choose from based on their budget and tastes. They also play but music that they think are suited for coffee consumers which can help them create an atmosphere of relaxation. 

Because more than 50 percent of the employees of Starbucks are under 24 years old, the company has adopted the head-start program which seeks to support the early careers of these young employees through an apprenticeship program. In the UK for example, according to Coughlan (2019), Starbucks have recently decided that they will pay the tuition costs for staffs who wants to further their education and are willing to enrol in online degrees offered by Arizona State University. This is after a similar scheme in the UK led to the enrolment of 18,000 Starbucks staffs.  The company believes they work well and in harmony within the business ecosystem when they are closely connected to the communities that either buys their products or supply them their raw ingredients or when they treat their workers fairly and provides them with opportunities to progress their careers. Because of this, they find time to help these communities and their employees either through charitable projects, working with community groups and assisting their development projects or training them with the skills they need to progress in their different initiatives.

 In terms of sustainability, Starbucks works hard to minimise the waste they produce from their stores and through the distribution of their products through some green and other initiatives that have been adopted in their production and distribution process. For example, the company has several waste products that it recycles and also works to minimise water and its carbon dioxide emissions in all its stores and also advises its partners and suppliers on ways in which waste can be minimised. Starbucks tries to limit the use of paper cups in their bid to also influence sustainability in the management of tree resources and to protect the environment. Besides, to prepare paper cup, not only trees are being used but a significant quantity of water and other energy resources. Starbucks has recently developed a project where consumers are being asked to bring their own cups when they want to purchase coffee and receive about 10 percent discount on their coffee price because of the use of their cups. This has set a good example to other companies trying to follow sustainable business practices. 

The coffee that the company sells in most developed markets, are Fairtrade certified and works with its global supply chain to produce only sustainable coffee. The company recognises difficulties in monitoring all what happens in its supply chain but does its best to track all the sources of its coffee beans and ensures farmers are paid a fair amount for their beans. This has led to many farmers producing premium organic beans which are sold at reasonable prices. 

Barriers to the Organisational Efficiency of Starbucks and Recommendations 

Starbucks is organised along its business functions to ease business development, to improve its customer experience and to ensure its financial sustainability. However, the business is organised to ensure flexibility through a streamlined business model and to also meets changing business needs (Claver-Cortes, 2012). Nonetheless, the basic functional units that can help the business meets its competitive challenges are always visible from the way the organisation is structured. for example, the company has traditional finance departments, human resource departments, marketing departments, purchasing and production departments, etc. 

These units are also divided across geographies, products and teams. There is always a geographical head and a functional head covering human resources, marketing, production and so on in all of its geographical units globally. However, the various geographical units are often given flexibility to adjust their strategies and products even though this must be in line with the overall corporate strategy and company standards. The company also has several divisions for example a division for coffee products, tea products, bakery, packaging, etc. All of these divisions’ functions are independent but complementary units. To ensure these units and functional group can work efficiently and productively, team effectiveness is encouraged through different policies and guidelines that must be adopted globally. 

Starbucks doesn't own the farms in the countries where it produces its products at and has to source from countries with limited human rights laws. This posed a problem with managing the sources of their products as they don't want to be associated with human rights abuses so they have to manage interactions with global supplies carefully to ensure they are not affected by customers concerns that they may have been supporting child labour and other human rights abuses (Liao, 2011). However, in recent times, the company has been investing on developing huge tracts of coffee farms in coffee producing countries. Starbucks is currently developing 100,000 acres of coffee plantations in the coffee growing Yunnan province in China and will be leveraging its experience gained from managing Starbucks own plantations in Costa Rica and Rwanda in the plantations in China. 

There are always trends that are influenced by evolution in the coffee industry that sometimes affects the business of Starbucks. For example, the recent trend towards healthy living has influenced the way the company markets its products and also shares information about the ingredients and nutritional components of its products. Starbucks also have to create new teams and departments to monitor different aspects of its business to ensure they comply with international standards and requirements and this has led to huge cost for the company which has to be passed over to the consumers through high prices. 


Conclusion
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                      Integration of the brand of employers with the organisational brand framework


The connection between brand, culture and customer experience is not new, but over recent years there has been a significant development in the management of the link between these related fields. In many ways, the notion of employer brand management simply completes one journey that starts with a discipline approach to managing the entire product brand experience, which has advanced through the application of the same principle to service brands (more complex and people orientated) (MOSLEY, 2007)

Starbucks Corporation's background from Starbucks.com (2019), has revealed its market presence since 1971. In following the vision and mission statement and serving as an organizational role model, Schultz brought Starbucks Corporation a transformative management style. In the global coffee market, the Starbucks company aims, by meeting the five drivers of spirituality at work, to surpass excellence:
 
(a) a strong market leader position, 
(b) organizational financial sustainability, 
(c) an appropriate work environment, 
(d) innovation engagement and 
(e) CSR requirements.

Over the years, Starbucks Corporation has demonstrated a consistent reengineering pattern. Starbucks Corporation's new growth platform is to support ethical values and organizational branding demand of the company. Starbucks is a worldwide company which fulfils global demand for innovation. As a result, the international presence of Starbucks is still increasing. Essentially, it is still one of the leading coffee’s and customer-oriented companies. Starbucks has the intellectual creativity to achieve the objectives of the company. For instance, its success is based on principles and practices that overcome local and global challenges. Starbucks has 141 Malaysian coffee shops and more than 700 South East Asian coffee shops, including: Indonesia, the PH, Singapore, Thailand and, most recently, Vietnam.
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