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[bookmark: _Toc40524919]Executive Summary
This report presents the key considerations for Blue Bottle Coffee as it plans to enter the Chinese market through a joint venture. The considerations are guided by the marketing mix, which presents important factors relating to product, place, price, promotion, people, process, and physical evidence aspects that can affect the success of the venture. For Product, the analysis finds that coffee culture is still in its early stages of development, and hence, the country has a low per capita coffee. In this case, Blue Bottle Coffee should offer traditional coffee formats such as instant coffee, Lattes, espressos, and cappuccinos, which are preferred by new coffee drinkers. In addition, it should introduce some of its specialty brands such as Cold Brew, Chemex and AeroPress to cater for more avid drinkers who are ready to try new coffee formats. In Place, Coffee is predominantly consumed in major cities where incomes are higher, have more educated people, and more integration with the rest of the world. The report recommends that Blue Bottle Coffee should offer products through cafes in tier 1 cities and have online presence through mobile apps that can allow consumers to order for both on-premise and delivery basis. In Pricing, the company should offer competitive prices for its regular/traditional coffee formats as an entry strategy. However, for its specialty products, the company should use value-driven pricing approach that allows such products to have a premium value in the market. In Promotional activities, Blue Bottle Coffee should use online advertising through popular sites such as search engines and microblogging companies. Baidu, Sogou, Hansou, Weibo, and WeChat would be the most appropriate as they have a wide reach in the market. People are the backbone of any business. To this end, Blue Bottle Coffee should hire and train local coffee baristas to replicate its quality and hire locally to add the Chinese “feel and touch” into its outlets. The company should also provide for spaces for groups and families in response to the collectivist culture found in China. In process, the company should have well laid out procedures that are used by employees in delivering services to maintain its brand. Lastly, in Physical evidence, the company should ensure it has branded items including coffee cups, receipts, and, its minimalist design characterised by white and blue colours to reflect its brand. Lastly, in choosing the entry mode, Joint Venture offers important advantages including reduced risk due to co-financing with a local company, meeting regulatory requirements, and essentially, getting a partner with expertise in the market. Hence, these measures will ensure that Blue Bottle Coffee establishes itself fast in the Chinese Market. 
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2.0. [bookmark: _Toc40524921]Introduction
China represents a fast-growing coffee market that both local and international coffee companies are keen to exploit. For the last 30 years in China, the industry has experienced a 15% year-on-year growth rate as of 2019, which higher than the growth rates of U.S. (5%) and Brazil (9.6%) (Daxue, 2019). Despite the huge population of nearly 1.4 billion people and rapidly growing middle class, China has a low coffee consumption per capita of 0.08KG in 2020 as compared to U.S. which has a per capita coffee consumption of 4.4 KG (Statista, 2020). The U.S. coffee market is worth US$86 billion while that of China is only $9 billion but the latter is growing faster (Statista, 2020; Thomala, 2019a).  For Blue Bottle Company, entering the Chinese market presents a major opportunity to expand its market and become more competitive. 
2.1. [bookmark: _Toc40524922]Report Brief 
This report presents a detailed analysis of the market entry strategy that should guide the recommended Joint Venture approach of Blue Bottle Coffee into China, and the key considerations of entry through the marketing mix. In the quest of understanding the dynamics of the Chinese Coffee market, the report will utilise the marketing mix, which will provide important insights into the marketing considerations that Blue Bottle Coffee has to focus on in ensuring in entering. The marketing mix will analyse the product, place, promotion, price, people, physical evidence, and process aspects that are essential that the company succeeds in the market. Each of the marketing mix elements analysis will have recommendations that the company can consider in its entry into the Chinese market. 
2.2. [bookmark: _Toc40524923]The Background of Blue Bottle Coffee
Blue Bottle Coffee is a U.S. based coffee roaster and retailer based on Oakland, California. The company was established in 2002, and has grown rapidly grown and has a presence in the several major cities and states in the U.S. including New York, Boston, Washington D.C., and the State of California, as well as internationally in Hong Kong, South Korea (Seoul), and Japan (Tokyo, Kyoto, and Kobe) (“Locations”, 2020). The success of the company has led it to becoming one of the strongest brands in premium and specialty coffee segment that is emerging, which is referred as the “third wave coffee” movement. The third wave coffee movement refers to specialty coffee retailers who view coffee roasting as a specialty/craft, and hence their interest in high quality and fresh coffee that differs significantly from the traditional coffee businesses where Starbucks lies (Campbell-Schmitt, 2019). In 2017, Nestle Coffee bought a majority state of 68% of the Blue Bottle Coffee, which has given the company resources, expertise, and support that it needs to expand globally (Lynley, 2017). Under this context, the current analysis presents important insights into expanding into the Chinese market, which has a huge potential of growth, and which can give the Blue Bottle Coffee a major platform for accelerated growth internationally. 
3.0. [bookmark: _Toc40524924]Marketing Mix Considerations and Recommendations for Blue Coffee Company
The marketing mix tool is essential in guiding businesses when entering a market. For the current report, the 7Ps of the marketing mix will be utilised. According to Jain (2013), the original 4Ps of marketing, while remaining most popular, often fails to capture important aspects in modern marketing environment. The 7Ps of marketing mix, in additional to the 4Ps (Product, Place, Price, and Promotion) also provides for the consideration of People, Process, and Physical Environment (Khan, 2014). Involving the additional Ps will be essential in covering aspects such as cultural considerations, which are important yet are often left out in the traditional 4Ps of the marketing mix. 
3.1. [bookmark: _Toc40524925]Product Considerations in Entering the Chinese Market
The first important consideration in the marketing mix for Blue Bottle Coffee company in entering the Chinese market is the kind of product that it should sale to the market. According to Jain (2013), deciding a product is guided by what customers want from a product, which then guides the determination of its features, how and whether customers will use it, and how it will be branded. For Blue Bottle Coffee, the company offers both on-premise coffee as well as retail products that can accessed on its cafes or third-party retailers (Bloomerg, 2020). Based on this, it is essential for the company to define the kind of products from the ones it has, which it will offer to the Chinese market. 
The Chinese market is dominated by instant coffee, which accounted for approximately $7 billion in the $9 billion-a -year market (Direct China Chamber of Commerce, 2019). However, avid coffee drinkers are moving towards other coffee formats such as ready-to-drink and capsule coffee and on-premise coffee outlets (Li, 2018). In on-premise coffee consumption, people predominantly consume more than one type as follows; cappuccino (52%) or lattes (54%), then followed by Mocha (45%), Americano (38%) flavoured coffee (36%), espresso (26%) and cold brew coffee (23%) (Mintel Press Team, 2019). Such trends show that the market is gradually experimenting with other coffee formats, and hence an indication of the growing coffee drinking culture. Based on the above discussion, the market trends will serve Blue Bottle Company as it strives to serve its unique and specialty coffee blends as well as the general ones such as espressos, lattes, and so on. However, the dominance of the instant coffee sector cannot be ignored, and hence, it should also offer such products to push its brand into the market.
Product Recommendation: The company should offer Traditional coffee formats (Espressos, Lattes, Cappuccinos, and so on), Instant Coffee, Cold Brew, and Blue Bottle Coffee specialty formats such as Chemex, and AeroPress. This will allow cater for new coffee drinkers who may start with the traditional coffee formats as well as the experienced coffee drinkers who may consume traditional coffee formats and try new formats such as the Cold Brew, Chemex, and Aeropress
3.2. [bookmark: _Toc40524926]Place Considerations in Entering the Chinese Market
In the marketing mix, the place concerns considerations of where a business can set its operations to be accessible to customers. Such places could be malls, specialty outlets, convenience outlets, or even online (Singh, 2012). It is essential for a business to ensure that it establishes its operations in locations or platforms that allow the consumers to easily find and purchase its products (Singh, 2012). For Blue Bottle Coffee Inc., identifying the ideal location to establish its outlets and move its products is essential for success in China. 
The coffee industry in China is experiencing rapid growth as well as changes in regards to the preferences of customers in accessing coffee products. According to Mintel Press Team (2019), despite the rapid growth of coffee sector, the on-premise outlets are expected to grow at a slow rate of only 6% as compared to the industry growth rate of 7.5%. Indeed, the on-premise coffee outlets have been on a negative growth rate of -4.4% in the 2016/17 and -2% in 2017/18, and will be expected to grow by only 1.2% in 2019/20 (Mintel Press Team, 2019). On the other hand, online food ordering and food deliveries are emerging as a major trend. Food delivery apps in China as of 2018 had a reach of 355 million users, representing more than 25% of the population (DCCC, 2019). According to Marketing to China (2018), as many as 46% of the population have purchased something online. Hence, is it important to offer mobile app that can allow consumers to order and have their coffee delivered to them. 
In considering the place, a business should be driven by the desire for ease of access and profitability. Currently, the Chinese Coffee industry is driven by large metropolis, often referred to tier 1 cities (Forsyth, 2017). The tier 1 cities in China include Tianjin, Beijing, Chongqing, Shanghai, and Guangzhou, and are characterised by a higher income, education, and more economic integration with the rest of the world (Forsyth, 2017). With coffee consumers being predominantly young and in major urban centres, the tier 1 cities present a good entry point for new businesses in the coffee industry. 
Recommendations for Place: Blue Bottle Coffee should focus on entering into the Chinese market through tier 1 cities where it will sell its products through its cafes. Additionally, the company should ensure that it has online presence through mobile apps where consumers can order their coffee for both on-premise or delivery basis. 
3.3. [bookmark: _Toc40524927]Price Considerations in Entering the Chinese Market
In the marketing mix, pricing is an essential consideration for businesses. Several factors including production costs, perceived value of the product or service to the consumer, customer price sensitivity determine the best pricing for a product (Kienzler and Kowalkowski, 2017). Blue Bottle Coffee should ensure it has a pricing strategy for its products that can ensure competitiveness. 
For Blue Bottle Coffee, the company’s pricing is often guided by two strategies, which are competitive and value driven pricing. The competitive pricing means that a company offers a product at a price that is per the average pricing in the industry (Singh, 2012). The value-driven pricing is where a business prices its product based on the perceived value offered to the consumers. The latter is common in prestige products (Kienzler and Kowalkowski, 2017). In the Chinese market, coffee is often seen as a prestigious drink, and indeed, the market has some of the highest coffee drink prices in the world. For example, in 2015, a cup of medium latte in Starbucks cost £3.17 in China as compared to £2.6 in London (Duggan, 2015). This trend is common, and shows that Coffee is considered a premium product yet consumers are willing to buy it. 
Recommendations for Price Considerations: For Blue Bottle Coffee, the company should offer a competitive pricing for its regular products such as instant coffee, lattes, espresso, and cappuccinos that will allow it to enter and capture market since it currently does not have a brand recognition in China. For its specialty products, the company should use a value-driven pricing strategy, which will allow it to position itself as a premium coffee company in China. 
3.4. [bookmark: _Toc40524928]Promotion Considerations in Entering the Chinese Market
The promotion strategy in marketing mix defines the advertising approaches that a business should utilise to ensure that its messages can reach its audience in the best and timely manner possible (Todorova, 2015). Some of the platforms that businesses can utilise include mainstream advertising, social events, promotional products/offers, online marketing, and many others (Carey, 2014). It is essential for a business to understand the characteristics of the market, and subsequently, focus on the promotional strategy that best fit it. 
Firstly, a major advertising trend in China is digital/online advertising. Currently, China represents the leading nation in terms of people who have access to internet and has one of the most developed mobile phone and related technologies environment. For instance, according to Wong (2019), 1.25 billion people have a mobile phone access with more than two thirds of this population having a smartphone.  Based on this, online advertising is very critical for the success of any business. The other important consideration is promotional pricing, which allows a business to offer cheaper prices to create more awareness about a product (Todorova, 2015). The strategy is important especially when launching a new product or entering a new market, as it allows consumers to try out the products at a lower cost. 
Recommendations for Promotion: Blue Bottle Coffee should utilise online advertising through popular platforms such as the top three search engines which include Baidu, Sogou, and Haosou, which have a market share of 65.35%, 17.56%, and 8.48% of the search engine sector (Global stats, 2020). The company should also advertise on microblogging site such as Weibo which has more than 480 million monthly users (Thomala, 2019b) as well as on WeChat with more than 1.16 billion monthly others (Thomala, 2020), as well as offer products on promotional pricing to attract customers.  
3.5. [bookmark: _Toc40524929]People Considerations in Entering the Chinese Market
People strategy focuses on ensuring that a business has enough employees, understands the local culture, and how to best deliver customer service (Gordon, 2012). Without people, or understanding their culture, norms, and practices, a business risks failure in a foreign country
Firstly, it is essential for a business to determine whether the local market has qualified individuals to employee. If this is not the case, then a business should invest towards training and development to offer employees necessary skills (Noe and Kodwani, 2018). On the other hand, a business should understand the local culture to ensure that it adjusts its management approaches, as well as the way it offers its products, for example, in the setup of its outlets. According to the Hofstede’s Cultural Dimensions, China is a highly collectivist society (Hofstede, 2019)). Hence, a business, especially those in the hotel and restaurant businesses, should ensure that their spaces can allow for groups, families, and so on. For instance, for KFC, in the quest of succeeding in China, made major adjustments to its menu including adding local products that are unique to the Chinese market, and creating huge spaces to accommodate for family/group eating (Silverthorne, 2011). Hence, making adjustments is critical for any company to meet the local tastes of the society, as well as ensure its services can reflect the needs of the consumers.
Recommendations for People: Blue Bottle Coffee should train local coffee baristas to ensure that it can serve the quality that it is known for. Secondly, the company should ensure that its outlets cater for groups and families. Lastly, the company should hire locally by using local recruitment companies who can fine locals who have experienced in coffee to ensure that maintains the Chinese feel and touch in its services. 
3.6. [bookmark: _Toc40524930]Process Considerations in Entering the Chinese Market
The process is an important consideration for a business and relates to the interaction between a company and its consumers (Jain, 2013). In other words, it is essential for customers to be aware and confident that once they engage the company, they will get their product as demanded. The process goes on to consider the activities that are involved in ensuring that the product reaches the customer as demanded (Khan, 2014). This includes the logistical, workforce, and procedures that ensure the consumers receive the end product. 
Recommendations for Process: Blue Bottle Coffee should ensure that it has an elaborate logistics strategy, driven by its local joint venture partner, which has a more understanding of the local market, to ensure effective delivery of required inputs. Most importantly, it should ensure that it has well laid out procedures that are followed by the employees in delivering the products that reflect the company’s brand. The incorporation of mobile app to ensure that consumers can order and track the production of their purchases is also essential in increasing their confidence in the company’s processes. 
3.7. [bookmark: _Toc40524931]Physical Evidence Considerations in Entering the Chinese Market
The last important aspect of the physical evidence, which concerns the provision of proof for the services or products that a company offers. The provision of proof of services helps customers have confidence about the existence of the company and hence a sense of reduced risk when trusting the business (Jain, 2013). The physical evidence can include branded packaging, physical locations, and mobile apps, and so on. 
Recommendations for Physical Evidence: Blue Bottle Coffee company should ensure that it brands its coffee cups, its outlets, and most importantly, offer receipts for purchases to ensure consumers have a sense of credibility and authenticity of the firm. The company should also focus on maintaining its minimalist design of its outlets characterised by themes of white and blue to represent its corporate colours (Morby, 2016). However, to ensure it reflects the local culture of collectivism by providing spaces for larger groups. 
4.0. [bookmark: _Toc40524932]Mode of Entry
4.1. [bookmark: _Toc40524933]Joint Venture
The most appropriate market entry strategy into the Chinese market for Blue Bottle Coffee is through a Joint Venture. According to Cavusgil, Knight, Riesenberger, Ramal, and Rose (2014), a joint venture (JV) can be defined as a process that allows two or more businesses to come together and enter a market with new or existing products. In JV, each company owns part of the based on the amount of capital they invest into the business or based on the contractual agreement between the entities. JV offers several benefits which make it ideal for Blue Bottle Coffee. Firstly, it helps distribute liability and risks if the venture fails (Khalil, 2020). Secondly, it allows the parties rely on each other’s’ strengths to become more competitive (Khalil, 2020). For instance, a Chinese local partner for Blue Bottle Coffee can bring local expertise, connections, distribution channels to the business, and hence help the former to quickly establish itself in the country. On the other hand, the Chinese market has major restrictions for foreign businesses, and a Joint Venture can help overcome such barriers. 
Recommendations for Blue Bottle Coffee Company: The company should consider already existing coffee brands, which is growing and could equally benefit from a joint venture with a foreign. In this case, Blue Bottle Coffee should consider Coffee Box, also known as the Lian Coffee. Coffee Box started as coffee delivery company, and had more approximately 200 outlets as of 2018 (Chu, 2018). Hence, with its experience in coffee delivery as well as in running outlets, Coffee Box can offer Blue Bottle Coffee the ideal partner when joining the Chinese market.
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5.0. [bookmark: _Toc40524934]Conclusion
The report has presented important guidelines and recommendations for Blue Bottle Coffee company’s entry into the Chinese market. The joint venture strategy gives the company a better opportunity to enter and learn about the market from a local business with experience in the industry. On the other hand, the company ought to consider the recommendations made on the various areas as guided by the marketing mix. In joint venture, Blue Bottle Coffee should consider Coffee Box, which offer expertise in coffee delivery as well as in running outlets in the Chinese market. That way, the company will have a higher opportunity of succeeding in the highly challenging and increasingly competitive coffee industry in China. 
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