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Introduction

The world is now entering an era in which coffee is increasingly recognised as deserving the same degree of appreciation and attention as any other complex culinary sphere, offering a broader scope of qualities and experiences (Stephenson, 2015). Interestingly, in the US market alone, there are 131,000 authorized coffee businesses aiming to achieve an impressive revenue of $85 billion by 2025, indicating not only a pronounced investment, but also substantial customer interest in coffee products (Coffee Talk, 2016). However, it is important to notice that the dynamics of this market are shifting and while the economic contributions of the coffee sector are significant, its environmental impacts leave much to be desired. From bean to cup, coffee production is a process that adversely affects the entire ecosystem. Deforestation, water consumption, carbon emissions and labor exploitation all remain in the sphere of critical concern with customers now expecting businesses to operate responsibly and sustainably across all food and beverage sectors leading to demand in transparency and accountability regarding environmental business strategies (Ilgar, 2022). 

Recognising this trend as a huge opportunity, this consultancy report was created for Starbucks stakeholders, providing the insights needed to make informed decisions about the business future sustainability efforts. The aim of this report is to assess the company's present state and the desired future state in order to find an area that could be improved.  By pinpointing any inconsistencies, this report aims to offer a targeted, more robust and forward-thinking strategy that the organization can employ to ensure it secures its recognizable image and market viability in the long-term vision. 










 





1. Starbucks Under the Microscope: Organizational Culture and Structure.
Starbucks believes that their success reaches its full potential when shared with others, a perspective embedded in its organizational culture, shaping focus on creating an environment deeply rooted in connection, active involvement and continuous growth.  This is clearly visible in Starbucks vision [See Appendix A]. The welcoming aura the company strives to create for its customers at each location, defined as a ‘third place’- a space between home and work that promotes comfort and evokes feelings of belonging. While this in theory sounds only customer related, the ethos also extends beyond it, influencing the internal company culture in many ways and forming the basis of ‘company folklore’.  The engagement is created through recognition programs, initiatives, development opportunities or company perks all designed to acknowledge and celebrate exceptional performance of employees referred to as company partners. This in turn boost employee morale, creates a sense of belonging and drives sustained productivity. Research by (Gallup, 2022) supports this and educates that engaged employees are the key drivers of enhanced business outcomes. Alluding, Starbucks commitment to diversity and inclusion also enhances the ideology, as the company strives to create teams that embrace a multitude of backgrounds and perspectives (Acquired, 2024).  Ultimately, creating a market competitive advantage because employees are able to synchronize different ways of thinking and cognitive approaches to generate pioneering solutions. This creates a clear path for Starbucks to better approach and understand the nuanced needs and preferences of customers across different demographics and regions. Therefore, tailor products and service that respects the culture and values of people it serves. Starbucks organizational structure approach is particularly fascinating regarding the employee lifecycle and the retention and turnover rates represented in Figure 2.

Figure 2- Progress Report Data Table[image: ]Source: (Starbucks Global Impact Report, 2023)

For Starbucks the reported turnover rates have shown a notable change, declining from 65% in 2022, to 58% in 2023 for their U.S and Canada locations. This reduction indicates a growing effectiveness in their approaches and reflects adaptability and a strong resistance in navigating workforce challenges (Dwesini, 2019). 


2. Starbucks Under the Microscope: Marketplace Performance.

Figure 2.  Starbucks Store Expansion (2003-2023)
[image: ]
Source: (Statista Research Department, 2024)

Since 1971, Starbucks Cooperation has established a notable track record in earning recognition as a sustainable, trusted and high-quality supplier of coffee beans. 
As illustrated in Figure 2, this status is continuing to be reflected nowadays as the company demonstrates a consistent upward trajectory since expanding its operations in 2003, with units successfully increasing every year over the past 20 years. 

Further statistics support this reasoning as the company has been appointed in the top ranking of the most valuable restaurant brand worldwide, with an estimated financial value of 60.7 billion U.S dollars (Statista, 2022). Similarly, according to the U.S 2023 survey the enterprise was chosen by nearly 50% of respondents as their favorite coffee brand (Statista, 2024), demonstrating tenacious market penetration. 
Starbucks physical growth is particularly impressive considering its robust expansion plans. In China alone Starbucks is targeting annual growth of approximately 13% with store count expected to reach 9,000 units by 2025.  Globally, Starbucks projects a network of 45,000 stores by the end of 2025 and is on track to reach 55,000 by 2030. Conversely, it is also worrying particularly regarding exposure to market saturation and store cannibalization. As Starbucks opens new locations at home (U.S) and abroad, in densely populated urban areas it carries a tremendous risk competing against its own stores leading to reduced sales and customers feeling less inclined to visit (Mourdoukoutas, 2018). What is essential to understand is that for the existing stores to survive, the newly planned stores must generate more sales than what is reduced from the already operational ones.  This could explain why Starbucks announced a store closure across several locations in United States (Cohen and Kissell, 2023). Simply, as the brand became ubiquitous, its presence in numerous locations resulted in a loss of the distinctiveness that initially set it apart. This could also be a reason why CEO of the company Brian Niccol, has introduced a business turnaround on optimizing store portfolio to help Starbucks ‘get back to Starbucks basics’ (Niccol, 2024). What is more, with such widespread popularity, comes a significant responsibility. This means that as the company continues to rapidly expand in several marketplaces its footprint must balance with profitability and commitment to saving the planet. The challenge here arises when considering the integration of sustainable practices across such a vast market scale, without compromising consistency and the core values customers expect from the brand. Currently, this demonstrates a paradox, as the rapid expansion of Starbucks stores leads to the exact opposite, significant resource consumption. 

Despite this, Starbucks still envisions itself becoming a leader in sustainability with ambitious goals to become resource-positive across all its stores by 2030 with initiatives aimed at 50% reduction in carbon emissions, conserving water and waste send to landfill from stores and direct operations: with 100% improvement in circular economy. Ensuring that all packaging is reusable, recyclable and compostable. All deeply connected with the strategy of gaining customer trust because as emphasized by (Kotler, 2009), customers are more likely to resonate and feel emotional attachment to brands that share their values (Magids et al. 2015).  







3. Why Sustainability Matters?

In 1987, The United Nations of Brundtland Commission described sustainability as ’meeting the needs of the present without compromising the ability of future generations to meet their own needs’ (WCED, 1987). This statement clearly ends the debate whether to incorporate sustainability into a business, making it no longer an option but an essentiality.  What is more as sustainability unfolds, regulations become stricter worldwide. The Paris Agreement and 17 Strategic Development Goals (United Nations 2023), make businesses walk the talk and incorporate the concept throughout operations. Indeed, businesses that fail to embrace it may face legal penalties, colossal fines, experience operational restrictions or lose market share. However, those who adapt and engage to incorporate sustainability into their long-terms goals, find a positive association with profitability and value (Aydogmus et al., 2022). Firstly, sustainability invites businesses to refocus their vision beyond pure consumerism toward the idea of ‘living with enough’ which drives potential for a new era of purpose-driven business models in the industry.  


4. Defining Starbucks Current Strategy Regarding Sustainability Initiatives.

There is no exact definition of the term strategy. However, in the realm of business, strategy often refers to a long-term vision and direction through variety of differentiation compared to the competitors (Porter, 1996). Currently, Starbucks sustainability strategy revolves around a deep commitment to creating a positive impact in all three pillars of sustainability: environmental, social and economic.

So far, in terms of environmental responsibility, Starbucks recognizes the challenges associated with climate change and has made substantial progress aimed at helping to protect the planet's valuable resources. Central to its commitment, lays the implementation of Greener Stores Framework designed to accelerate the transformation of the retail environment towards lower impact stores, As of 2023, Starbucks has certified 3,500 greener stores in U.S and Canada with additional 88 stores being approved in additional markets around the world such as Argentina, Vietnam and United Kingdom. The company has already managed to save 30% on water and energy consumption when compared to historic store practices. Impressively, this has resulted in savings of 60 million in annual operating costs (Starbucks, 2023). Economically, this reduction highlights a remarkable return on investment. Besides, it also becomes an appealing choice for investors with research showing approximately 85% expressing interest in businesses showcasing Environmental Social Governance (ESG) (Stanley, 2020). This advantage provides the means for securing capital as well as allowing Starbucks to honor its promise to all shareholders of guaranteed long-term returns. 

Building on its environmental accomplishments, Starbucks further continues to demonstrate a robust engagement to social responsibility. Grounded in the mission to inspire and nurture the human spirit, Starbucks successfully strives to make impact and create connections with people. Empowering customers to make environmentally conscious choices during every Starbuck visit through an active promotion of reusable caps as well as testing and implementing models such as Borrow & Return eco-friendly cups which after being used and returned, they are professionally sanitized ready to be used again. The broader phase of social responsibility initiatives also involves helping farmers adapt to changes in the environment.  	

With the recognition that the company success is directly linked to a success of people producing its coffee and the land on which the coffee is grown, Starbucks donated 50 million trees with 100 million on the way by 2025 to ensure, a coffee future for all and years to come. Starbucks also invests in supporting farmers by giving them tools and expertise to improve their small businesses through the open-source agronomy of farmers support centers around the world, sharing best farming practices which best of all are free to all workers. Starbucks also implements rigorous norms when purchasing coffee known as Coffee and Farmer Equity (C.A.F.E) scheme, which launched in 2004 ensuring coffee suppliers adhere to rigorous standards, fostering sustainable coffee growing practices while also protect the welfare of farmers and their employees. To date the program includes 450,000 participating farms and has successfully achieved 95% ethically sourced coffee, allowing Starbucks to track coffee from farm to cup. This not only aligns with customer demand for transparency but also safeguards supply chain consistency, as well as minimize disruptions before they escalate into larger issues and unwanted expenses (Birch, 2024). 



In spite of all that progress, Starbucks needs to be careful when trying to further announce itself as a sustainability leader. The reason for this particular circumstance arises from the fact that, in its truest sense, sustainability is gained only when all its components are proven to function in harmony. However, according to Starbucks certain sustainability initiatives such as circular economy services to improve recycling, reducing waste sent to landfills or the initiative of compostable cold cups and the lids, are still ‘under development stage’ (Andrew, 2024). What is more, the company has also provided a limited amount of evidence to support its claims, meaning that it has not yet fully achieved its goals. Therefore, until these initiatives are consistently implemented across all its operations, it might perhaps be disadvantageous to claim sustainability leadership. The rationale behind this particular argument is rooted in a company being criticized for ‘greenwashing’, a practice of appearing ‘green’ by making misleading declarations and failing to ensure progress with actions (Peck, 2024). 


Competitive Analysis- Porter Five Forces Summary for Starbucks. 

1. Threat of new entrants:

While the initial concept of opening a coffee shop is relatively low, Starbucks' strong identity creates high entry barriers for new entrants. As discussed in the analysis above, Starbucks success is built on a combination of factors that include strong resilience, adaptability and commitment to an ongoing development of its operations such as: sustainability, supply chain management, customer experience and partner education and skills enhancement. As a result, new entrants face significant challenges in attempting to replace or surpass the podium Starbucks has achieved. Competing with Starbucks requires having the extensive financials to execute not only a product lineup but substantial investment in marketing campaigns, sustainability innovations, building a robust infrastructure, implementing advanced technology or advancing the guest and employee experience. For instance, term technology stands out big for Starbucks in nearly every aspect of its business. From mobile app advancements and multi ways of payments to AI usage to nurture the human spirit. For new entrants matching the same level of modernization is almost impossible.  Starbucks has spent years of trial and error trying to understand customer behavior and trends to match and satisfy expectations. Therefore, newcomers will be exposed to a customer base that is now accustomed to certain criteria and luxuries. This means that new entrants would no longer need to respond to customers but predict and anticipate their needs before they even arise. Without advanced databases or expertise to review them, any subtle cues will be easily missed.  

Thinking financially, with its global footprint and high-volume sales of 90 million transactions per week, Starbucks can lower the cost per unit for each product sold (Marr, 2018). For example, Starbucks has invested heavily in the initiative towards a more sustainable cup. Because of its global presence, Starbucks can negotiate terms to buy materials needed at smaller cost than the independent and small-scale coffee shops could attain on their own merit. What is more, Starbucks established locations in the most urban areas around the world where rental costs due to proximity to amenities or employment opportunities are significantly higher. Securing such locations is harder for less pronounced businesses because they often struggle to generate sufficient customer traffic to cover the rent expenses. As an example, if customers are faced with the option to choose between a brand like Starbucks that offers guarantee in high standards, or an option to discover the unknown the latter is likely to fall behind in competition because customers prefer the confidence and reassurance in their purchase.  Furthermore, landlords are not keen to rent the space if there is a lack of a track record of success, especially given that 17% of independent coffee shops fails within first 12 months (Linkhorn, 2023). 


2. Bargaining Power of Suppliers

The bargaining power of suppliers over Starbucks can be considered a moderate force. Firstly, Starbucks is a major buyer with significant purchasing power. Such scale means that suppliers often rely on Starbucks as a major source of direct revenue, which reduces their ability to capture more value for themselves, limit their services or increase prices. This advantage belongs to Starbucks allowing it to set expectations regarding ethical, financial and operational standards. This control can ensure that Starbucks meets its values and customer expectations in regard to sustainability and consistency. Secondly, Starbucks works with thousands of suppliers globally reducing its dependance on one particular vendor. Consequently, Starbucks can easily switch sourcing partners if one underperforms to meet the company set and strict standards such as C.A.F.E, which has been discussed earlier. Yet, this is not entirely without risk. While suppliers may not cause a threat to integrate and produce Starbucks products themselves, they can still pose an external threat. Rapidly switching suppliers due to underperformance can present additional costs, legal risks or incur challenges in establishing strong relationships with new partners. For example, transitioning to a new supplier may require contract negotiations, which are both costly and time-consuming. As an illustration, to ensure that the new supplier is maintaining the C.A.F.E standards, Starbucks must conduct quality checks, monitor performance during the transition period and adjust training needs accordingly, which adds to the overall costs. This as a result can create temporary disruptions in meeting customer demand, which can translate to a damaged reputation and beyond. For instance, considering the fact that the organisation is judged upon everything online, communities have the influence to expand issues, into larger public affairs. A drop in product availability can easily become a sensation leading to a cascade of criticism. 

 


3. Bargaining Power of Buyers 

In this component of the Five Forces Investigation the bargaining power of buyers is the most impactful force affecting Starbucks corporation. The company attracts a vast customer base globally with millions of loyal customers primarily consisting of middle to higher income individuals including students, young professionals or millennials. Although this suggests that buyers are not concentrated in any specific segments and with no single customer group dominating the company market share, the bargaining power of buyers is high. The particular reason for this circumstance is based on the low switching cost, with customers being able to easily switch to other popular chains to local coffee shops. This flexibility means that if Starbucks raises prices too significantly, does not adjust pricing to economic downturns or declines in providing the quality, buyers can easily shift to competitors that offer similar products at a lower price and more convenient value. While such price sensitivity exists, Starbucks' loyal customer base is often willing to pay a premium for the consistency and coffee experience that caters to their refined tastes. The likelihood of customers switching also changes when Starbucks product customization is carefully considered. Starbucks offers a level of personalization that is not commonly found in many other coffee chains. One of the most unique factors that differentiates Starbucks is definitely the practice of writing customers' names in Sharpie on their cups. The idea is to create a sense of connection and human touch. This makes the company stand out in the competitive market as it makes customers feel acknowledged and more than just a transaction, cultivating emotional engagement. Starbucks also differentiates itself in its target segment by tailoring services to satisfy local pallets and cultural preferences. What is more, buyers are not in a position to vertically integrate. The company controls every aspect of its operational network, which makes it difficult for customers or independent vendors to influence these stages. For example, Starbucks controls the sourcing of its coffee beans and has established strict partnerships and agreements with coffee farmers. For independent suppliers, this means that they must follow Starbucks rules, and they cannot change or negotiate them. For buyers, this means while they benefit from knowing the ethical practices, they cannot change how the company operates its sustainability decisions and cannot choose alternative sourcing methods. This allows Starbucks to be consistent with its products and have greater flexibility and speed to adapt to changes, adjust pricing or introduce innovation as there is no need to negotiate with the external distributors. 






4. Threat of Substitute Products or Services

This threat presents itself as high due to several reasons. Firstly, Starbucks faces severe competition from a variety of alternative products. 	Customers can easily switch to alternative beverages or snacks with a large pool of options available and at a convenient price, that can fulfil similar customer needs of refreshment, energy or enjoyment. Substitutes include tea, soft drinks or bottled water. They also include instant coffee or capsules that can be used for cost-effective DIY home brewing methods. For example, coffee options from brands like Nespresso provide high-quality substitutes which can reduce the frequency of visits to Starbucks locations. What is more, customers, especially younger demographics, increasingly look for healthier options such as kombucha or matcha. Their preferences also evolve around increased awareness on health-related issues such as calorie intake and sugar. With healthier options available ‘to go’ on the market, Starbucks sales can be negatively impacted. Critically, this means that offering alternative milks or sugar free syrups will no longer be enough to maintain a competitive edge. 





5. Rivalry Among Existing Competitors

The intensity of competition in the coffee industry is notably large and takes many forms.  For instance, when it comes to market outside the U.S, as of January 2024, Costa Coffee has the highest number of units in the United Kingdom creating intense competition for Starbucks which has been ranked as the third in store count (Statista, 2024). This familiarity gives Costa a local resonance that Starbucks cannot easily replicate. For instance, as a British brand, Costa more naturally align with British tastes and preference which is often reflected in its product offerings. As an illustration, Costa has adopted its drinks with seasonal items such as ‘’Quality Streets’’, inspired by British popular range of holiday chocolates, which directly appeal to UK traditions and is perceived as an authentic choice. Controversy, while Starbucks does adjust its offerings it still reflects American origin. A key example of this is a Pumpkin Spice Latte, which is deeply tied to American ‘fall’ tradition.  Critically thinking, this gives Costa the upper hand, when price wars are carefully considered. Costa local presence allows it to be more adaptive to the price expectations in the UK.  Therefore, they can also be more flexible with the deals, discounts or special offers which allow them to attract price sensitive customer base.  Starbucks might significantly struggle to match the same level without compromising its brand prestige. It might also risk losing its premium customer base if it engages in cost leadership, aggressive price cuts or frequent discounts.  



Recommendation for Starbucks considering the investigation:  
Based on the analysis, it is crystal clear that Starbucks has complicated its processes and created obstacles for customers to enjoy their experience. As the company has significantly expanded and further tries to climb the rungs of market dominance, it has become less consistent to stay true to their identity and sustainability initiatives diluting the intimate and personal experience it was well recognised for. Therefore, a commitment has to be made to guide Starbucks back to its foundations. Without this, achieving the set goals for the future will be a failure. Therefore, Starbucks must focus on people and establish themselves as a community cafe again. Consequently, changing the marketing strategy is the core recommendation.  

· Financial Perspective
Looking from a financial perspective, Starbucks should allocate a budget to try and develop better brand awareness that will revive Starbucks to the world and highlight the sustainable practices, craftsmanship of coffee while also showcasing the coffee and store innovation. For example, collaboration with influencers can give Starbucks a different level of marketing as the content created by influencers can show how the brand can seamlessly become a part of customers daily routine (Memon, 2024). To appeal to its stakeholders, Starbucks then must show how such an investment increased customer visits per person and demonstrate figures that reflect growth in sales. Both factors reassure that Starbucks is heading towards economic viability and financial stability. 

· Customer Perspective

To achieve its vision, through an improved marketing strategy Starbucks should appear to its customers trustworthy, honest authentic and transparent in communicating quality sustainability and community impact. Pop up stores for example, offer a fantastic opportunity for Starbucks to create a fully immersive experience. The company can showcase sustainability initiatives, sustainable design, or tastings of new beverages or snacks that are still under development phases all in a controlled environment. This also allows for immediate customer feedback. For example, if a new sustainability innovation is not well received by the customers, modifications can be implemented before a full-scale release. This will prevent the risk of ‘’greenwashing’. To effectively measure the success of this marketing strategy, Starbucks can simply track the numbers of visitors attending the event or measure how many customers will now choose sustainable products in store.  


· Learning & Growth 

To sustain the ability to change and improve when marketing strategy is changed the company must ensure that it stays relevant, responsive and focused on data. This involves adjusting strategies based on customer feedback and observation of emerging customer trends.  What is more collaboration across product development and marketing departments ensures collaboration and shared perspectives allowing to drive innovation. The investment in technology to strengthen processes is also important to allow the company to make quick and realistic decisions. To measure the success of changes in marketing, Starbucks can track for example employee engagement rates and time in their performance in formulating new sustainability marketing concepts. 


· Business Process Perspective

To achieve its goals, Starbucks must ensure that new marketing strategies resonate across a wide range of global markets. Such effort ensures that Starbucks maintains consistency in communication and engages with customers in a way that feels thoughtful and respectful. This is because different regions have varying environmental priorities. If Starbucks marketing does not synchronize with local values, it could cause customers to think that Starbucks is misleading or outright false statements about its environmental impact, sustainable products or operations. To measure that marketing strategies are culturally relevant Starbucks can measure its market penetration. An increase in numbers means a successful connection. 
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[Appendix A]- Starbucks Mission 
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