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Starbucks Corporation, founded in 1971, has evolved into one of the world's leading speciality coffee roasters and merchants. In 67 countries, the firm runs over 22,000 retail outlets. 1985 the business was incorporated, and its common stock started trading on the NASDAQ Global Select Market (NASDAQ) with the symbol SBUX. The firm is diversified by buying and roasting high-quality whole coffee beans, which it then offers with its distinctive handmade coffees and tea drinks. They have recently expanded into a range of fresh food products offered via company-operated retail stores. In addition, they offer coffee and tea goods and licence their trademarks to retail retailers. Starbucks also provides its goods under different brand names from its network of enterprises. Teavana, Tazo, Seattle's Best Coffee, Starbucks VIA, Starbucks Refreshers, Evolution Fresh, La Boulange, and Verismo are among them. Starbucks Corporation reported $8.72 billion in sales for the third quarter of fiscal year 2021. The first Starbucks location in Malaysia was in KL Plaza, a joint venture between Starbucks and Berjaya Starbucks Coffee Company Sdn. Bhd. They were initially presented in Malaysia in 1998 when the people enthusiastically received the concept of freshly brewed coffee. With its established business strategy and marketing team in promoting Starbucks, Starbucks has expanded to an astonishing 180 shops throughout Malaysia by 2015. Aside from that, their dedication to giving back to the community prevents them from reaching out to and selling to customers in all phases and economic statuses. (Lucas, 2023)

Starbucks has 1,000 UK locations, 70% of which are franchisees.
Like many food and drink takeaways, the company was impacted severely by Covid-19 legislation.
Like its competitors, it is facing growing expenses and shifting client preferences as more people work from home.
Pret A Manger, Costa and Tim Hortons also increase rivalry in the UK.
The BBC believes Starbucks is dedicated to the UK long-term and invests in new shop openings, people, formats, and online purchasing platforms.
Last year, it shuttered five company-operated shops and established 15 drive-through businesses. Its company-operated stores will concentrate on the city and driving through locations. (BBC News, 2022)
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Starbucks relies heavily on coffee and tea. Thus, they must use technical advances for the brand to become the market leader. Starbucks must comprehend its target market and the present state of the economy to effectively continue its company against close competitors such as Coffee Beans, Dunkin Donuts, and local coffee shops. Starbucks' expansion is a factor that affects demand, supply, and equilibrium pricing in the coffee, tea, and other beverage industries.
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As the market leader, Starbucks evaluates the variables influencing demand, supply, and equilibrium pricing. Demand is the desire for a given product or service backed by the ability to acquire it at a specific price. This theory characterises a consumer's propensity to purchase products at a characteristic price. On the other hand, supply is a fundamental economic notion representing the entire quantity of a particular commodity or service accessible to consumers. (Mohammed, 2022)

Changes in supply and demand will result in an equilibrium price. When there is a rise in the market for products, the equilibrium price shifts following the increase in demand, reflecting the present economic situation and boosting sales. The reverse of need is also true; as the market falls, so does the equilibrium price. When faced with such a situation, it is clear that supply is in excess, which leads to a drop in pricing; consequently, cutting production should be considered. Moves in the store impact the equilibrium price and quantity, mainly if the output moves in the other way; for example, a large amount of supply is available, but demand for the commodities is low, resulting in more than supplies. Excess supply reduces the equilibrium price, leading the selling price to decline. When the price of coffee falls, the quantity demand may rise again since the low price makes it accessible to a broader range of consumer statuses. (Schmitz, 2012)  
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Any product's supply and demand variables are unique. The demand curve depicts consumers' capacity to acquire items at various price ranges. As demonstrated in Figure 1, if Starbucks raises the price of their Grande Cappuccino from RM9 to RM12, customer demand falls from 30 to 22.
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Fig. 1 - Price shifts the demand curve
Source: (Pettinger et al., 2008)
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Fig. 2 – Shift demand
Source: (Pettinger et al., 2008)

Increased disposable income allows customers to buy more Starbucks products, shifting the demand curve. 
Effective marketing and promotion, pleasant Starbucks workers, and customer loyalty programmes. Price, usefulness, and human preferences impact supply. 

Climate change affects most major coffee-producing nations reducing coffee output by a few per cent each year. Coffee prices will rise as supply decreases. With limited supply and strong demand, coffee production may be cut, and the equilibrium price is hard to obtain.
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Fig. 3 – Industry margins 2020
Source: (Statista, 2021)

The price per pound of coffee beans is the primary cost driver for Starbucks. Arabica and Robusta mixes are the most popular coffee beans, and Starbucks obtains them from other continents to meet demand. Arabica is the most popular coffee bean species because it has a milder flavour than Robusta. Starbucks buys Arabica beans partly because the milder flavour blends more readily to generate the 30 blends utilised across all product platforms.

Starbucks' enormous market capitalisation enables it to benefit from economies of scale. Unfortunately, no exact dollar numbers are known for Starbucks' cost to make one cup of regular coffee. Estimates from amateur speculators vary from $0.21 to $0.80. Starbucks' cost structure is simple, similar to typical "high-end" fast-casual eateries like Panera or Chipotle. That translates into thin margins owing to industry competitiveness (2020 profit margin is 0.06% due to an unfavourable legal ruling involving Kraft Foods).
On the other hand, this industry's healthy enterprises have good operational cash flows and significant capital expenditures due to kitchen maintenance and vertical integration activities. Cash flows from financing operations vary at the discretion of businesses. For example, Starbucks has lately repurchased its stock and paid dividends to enhance investor returns. Others are looking for funds to cover worldwide growth efforts and capital costs.

Regarding expenses and operational margins, Starbucks looks to be worse than its biggest domestic competitor, Dunkin' Donuts. Due to the nature of its business strategy, Dunkin' Donuts does not include the entire cost of beans in its revenue statements (as Starbucks does). Instead, most of Dunkin's income comes from royalties paid to the business by its franchisees. Franchisees are responsible for controlling the cost of items sold. Dunkin' merely tells the owners where to get their ingredients and takes a cut of their revenues. In the view of the uneducated investor, this accounting gimmick favours Dunkin', yet Dunkin's success is as dependent on bean commodity prices as Starbucks'.
Starbucks' historical operating expenditures have been falling (2020 operating expenses have been normalised and removed from the previously reported $2.7 billion lawsuit charge). Over the previous six years, the costs of products sold, depreciation and amortisation charges, and store operating expenses have all decreased, with only general and administrative fees increasing. As a result of company expansion and good cost management, margins will improve over time. (Krikorian, 2021)
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The utility maximisation model is an economic model that believes the average consumer is logical and acts based on well-defined preferences. The customer in this model selects the most accessible mix of products and services that maximises their pleasure utility. This economic model assumes that a consumer tries to get the most value while consuming the smallest amount of money on a specific service or product and that the higher the price, the less coffee the customer will buy. Coffee needs better consumer utility, resulting in a low elasticity of demand. Coffee consumption has fluctuated relatively little since the growth in drinking other soft drinks. When Starbucks, along with other speciality coffee shops, first appeared in the 1990s, the pace of reduction in coffee consumption in the United States slowed marginally. 
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Despite the company's price increases, Starbucks' customers remain loyal. Using the Starbucks logo, its quality reputation, and various trademarks, they differentiate their coffees from their competitors. Starbucks takes great pride in being entirely distinct from all other coffee shops and its competitors, which may be one of the reasons for its success. As a company, Starbucks has become an expert at developing consumer-friendly products that are difficult for competitors to replicate. Starbucks has prioritised product details over price, which has resulted in the short-term retention of its consumers. Starbucks will attain equilibrium in the long run, according to the economic laws of demand and supply, when their demand drops, even though they are successful in the short term. Starbucks has established a brand-loyal consumer base, which has contributed to the company's profitability. (Flynn, 2018).
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When comparing Starbucks Corporation's current market share to its rivals, Starbucks recently projected a -4.91% drop in sales by the sooner quarter of 2020. This revenue reduction is more significant than the company's rivals, who recorded a revenue decrease of -2.08% in the first quarter of 2020. In addition, the firm recorded lesser profitability of 5.42% than its rivals.
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Source: (Statista, 2021)

Starbucks Corporation's net income fell -49.7% quicker in the first quarter of the year than its rivals, who lost -32.18%. Starbucks' overall segmented market share increased by 13.19% in the early quarter of 2020, and its market share increased by an estimated 25.76%. (Matthew, 2019)
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Regarding the query about how ethically Starbucks obtains its supplies, the company asserts that they use a comprehensive method. In addition to these assertions, they maintain that their primary objective is to cultivate long-term connections with the farmers who provide them with their raw materials and the people who produce their manufactured items, which they claim are of superior quality. The National Coffee Association (NCA) is one of the oldest trade groups in the nation (ncausa.org, 2020). The NCA collaborates with government agencies such as the FDA to guarantee that coffee is safe to consume, and it also serves as a voice for coffee producers and marketers such as Starbucks. (Starbucks, 2022) In 1999, Starbucks decided to enlist the assistance of Conservation International (CI) to help them become more ecologically responsible in cultivating and harvesting their goods. According to the company's website, as of 2020, they have accomplished 96% of their aim of ensuring that all of their products were obtained ethically by 2020. This kind of farming has resulted in significant improvements to the environment and the living requirements of the people who grow coffee beans.
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Customers have been drawn to Starbucks because the company simulates the atmosphere of an upmarket French coffee shop while maintaining a neighbourhood vibe. Starbucks has demonstrated itself as an industry head in various categories, including brand and trademark recognition and ecologically responsible farming. The firm has continued to expand and make a profit even though the price of coffee is unpredictable, and economies worldwide are showing signs of weakening. They used to sell coffee, but now they sell food and a variety of other drinks and speciality beverages in their locations. According to the website Marketwatch (2021), the firm plans to expand its product range over the next few years, and sales have increased by 9% worldwide in the most recent quarter while increasing by 8% in the Americas. They have succeeded both with the debut of the mobile device that enables consumers to pay with their phone and with the rise in food selections at local businesses. The firm is projected to expand domestically in the UK and internationally.
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Factors Affecting Supply, Demand and Price Equilibrium

Supply and demand factors are unique for any product. From demand curve, it illustrates
individuals” ability to purchase goods at ranges of price. For example as shown in Figure
1; if Starbucks increases its Grande Cappuccino from RM9 to RM12, there will be a fall
in demand from 30 to 22.
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Figure 1 Changes in price causes movement along the demand curve (Source: www.economichelps.org)
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Figure 2: Shift in demand
In order for the demand curve to shift outright, there may occur for a number of reasons; I

 An increase in disposable income enables the consumers to purchase more

Starbucks goods.
«  Effective marketing models and advertising
«  Efficient and friendly Starbucks staffs
« Loyalty programs for consumers

Factors affecting supply may arise from price, utility and personal preferences. For .
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