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[bookmark: _Toc87729738]Depth of critical analysis of the Organisation “Starbucks” internal and external environment.

[bookmark: _Toc87729739]Introduction
This report focusses on the multi-national coffee chain “Starbucks”, it aims to provide a viable strategy that will fulfil the company’s mission. It will utilise analysis models; SWOT Analysis, PESTEL, Porter’s Five Forces Analysis, and VIRO Analysis as well as a Mendelow’s matrix to identify and prioritise stakeholders. The analysis models are used to ascertain the strategies that are working well and achieving the mission and any strategies that could be improved on or added to maximise success and competitive advantage. 
[bookmark: _Toc87729740]The Background to the Organisation (Starbucks)
Starbucks is an American Organisation and is the largest coffeehouse chain in the world, whose headquarters are in Seattle, Washington. (Starbucks | Description, History, & Facts, 2021) The first Starbucks coffee shop opened in 1971, in Seattle. Expanding on the coffee options,  Starbucks now sell, juices, pastries, cakes and a selection of hot and cold breakfast options, such as paninis, sandwiches, and salads for lunch. When Starbucks is mentioned, most people associate the name “Howard Schultz”. 
When Schultz took over as CEO in 1983 his vision was to bring the Italian coffeehouse tradition to the United States. Wanting to create a place for conversation and a sense of community and to become a third place between work and home. (Shultz, H & Howard, J, 2011). 
The latest information available on its website states that Starbucks now has more than 32,000 stores in 80 countries. (About Us | Starbucks, 2021) The strategy to its success conceived by Howard Shultz was offering customers the “Starbucks experience”. (Chibba, 2015) 
Starbuck’s official mission statement is “To inspire and nurture the human spirit—one person, one cup, and one neighborhood at a time”. (Mission Statement | Starbucks Coffee Company, 2021) It would appear that this mission, which focusses on ethics and the best of the human spirit contributes to its success, but despite its success, Starbucks have been through some troubling times. Therefore, it will be interesting to analyse how his strategies contributed to making Starbucks the household name it is today. The book “Onward : How Starbucks fought for its life without losing its soul” (Shultz, H & Howard, J, 2011) is the inspiration for focussing this report on Starbucks’s environment and strategies.
This report will now investigate Starbucks strategy in detail including the latest developments.



A detailed SWOT analysis has been used to provide a deeper exploration into the microenvironment of Starbucks. 
[bookmark: _Toc87729741]Strengths
Employee benefits; Starbucks differ from other companies as it makes all employees “partners” in the business. All company employees, for instance, are offered stock options as well as health, dental and life insurance. (Benefits and Perks: Starbucks Coffee Company, 2021). Whilst these are benefits offered by many Organisations, Starbucks appear to go further, with the Starbucks College Achievement plan for all partners working 20 hrs a week or more, Starbucks will pay the whole cost for an online bachelor’s degree at Arizona State University. (Starbucks, 2021) This offer extends to staff working in the UK (Starbucks to pay staff tuition fees, 2021). There are also many employee perks from free coffee to music subscriptions. Whilst extremely favourable, these benefits appear to be heavily weighted for the American employees, where health insurance is a valuable asset and the degree is an American degree. 
Strong brand recognition – Ranked 12th in the Brand Finance US Top 100 for the most valuable brand in 2021, (Benefits and Perks: Starbucks Coffee Company, 2021). with its distinctive logo (recognisable worldwide) and the sheer number of stores, it is easy to see how the brand is so recognisable. Many studies highlight that customer are willing to pay more for certain brands due to the status or quality of the brand. For some customers the right brand makes a huge difference. (Arthur, n.d), (Thomas, C, 2020). This supports the fact that walking around the street holding a Starbucks cup feels more of a status symbol than a non-branded cup, even though the coffee may taste similar and the price cheaper.
New exclusive products – It would appear that Starbucks are always looking for ways to delight the customer by providing new flavours to the coffee drinks as well as their Frappuccino, and new food items for the growing vegan trade. Whilst this data is not substantiated by Starbucks themselves, an internet search on the best drink at Starbucks will always rank the Pumpkin spiced latte which is brainchild of Starbucks.
Effective Marketing Strategy – everything from the music in stores, architecture and the way the way the business partner’s dress is part of the Starbucks Marketing mix (Starbuck’s 7Ps of Marketing); Product, price, place, Promotion, process, people and physical environment. Perreault, W.D. and McCarthy, J.E. (2003). Basically, nothing is by accident when it comes to Starbucks, every detail is part of an extremely effective marketing strategy.
Good customer loyalty - Research has shown that this market sector remain loyal to their favourite brand. Statista survey results show that only 5% of customers in the UK always buy a different brand. Considering the market share monopolised by Starbucks, this is of considerable benefit. (Brand loyalty of coffee consumers by country 2017 | Statista, 2021). 

Social media success – in 2019, it was reported that Starbucks had 37.2 million Facebook likes, 11.9 million Twitter followers, 16 million Instagram fans and 153K YouTube subscribers (Starbucks' Social Media Strategy - What Brands Can Learn from Starbucks, 2021) But they have also gained respect for standing up to social media abuse, In 2020 Starbucks announced it would suspend advertising in some social media platforms in response to hate speech. (Starbucks suspends social media ads over hate speech, 2021)
[bookmark: _Toc87729742]Weaknesses
Pricing - High quality beans mean high costs, outpricing lower priced competitors. These costs could also question the ability to succeed in developing countries. 
Overdependence in the USA market - Starbucks generate a large percentage of their total revenue from the US, therefore is at risk to the US economy and growth. 
Negative image - Starbucks is a large Organisational that will always be in the spotlight to make sure they do things right, like paying taxes and investing in corporate social responsibility activates, any bad practice could seriously damage the brand.
[bookmark: _Toc87729743]Opportunities
Expansion into other countries - China is set to become the second major Starbucks market in the future. As well as coffee being a fast-growing trend in China, Starbucks already owns Teavana tea brand and most related tea products, which is the favourite drink. Therefore, unlike its competitors, Starbucks is in a better position to attract Chinese followers. 
Joining Amazon - Whilst it must be remembered that this information was not retrieved from an official star buck’s website, it is reported that Amazon and Starbucks have held preliminary talks over launching a co-branded coffee shop that uses Amazon’s cashierless technology, avoiding the need to queue up and pay for items. This would be a greater turnover and potentially less staff. However, considering Starbucks have maintained their investment into the human element, even down to writing first names/nicknames on the drinks, it will be interesting to analyse data on how well this is received. (Amazon and Starbucks ponder launching coffee shop with cashierless tech - Latest Retail Technology News from Across The Globe - Charged, 2021)





[bookmark: _Toc87729744]Threats
Competition - Competitors such as McDonalds, Greggs and Costa Coffee will always pose a threat. “As of February 2021, Costa Coffee ranked highest among the leading coffee shop chains in the United Kingdom (UK) with 2,681 outlets. Greggs and Starbucks ranked second and third”. (UK: Top coffee shop chains | Statista, 2021)
Coffee bean Price Fluctuations: Starbucks are not able to control fluctuations in the market prices of their quality coffee beans.
Changing Consumer tastes and lifestyle choices - The shift of consumers toward more healthy products places a risk of coffee culture for the future. Home coffee machines are also on the rise and with blended working becoming more popular. More than 40% of Americans bought types of coffee they had never tried before during the pandemic, and nearly one third tried to replicate a favourite coffee shop beverage at home. One-quarter of Americans purchased new coffee formats, and nearly one-quarter purchased a new home coffee machine (Association, 2021)


A PESTLE analysis has been used to analyse the macro environment of Starbucks
[bookmark: _Toc87729745]Political Factors 
As Starbucks main resource is coffee, they rely on sourcing their raw materials from many countries, some of which contain many rules and regulations that Starbucks must comply with. Any violation to these rules places Starbucks with severe financial penalties, therefore Starbucks must adjust to the differing political and legal systems of each Country. Political tensions and upheavals can also affect to the day-to-day operations and sourcing of raw materials.
[bookmark: _Toc87729746]Economic Factors
As Starbucks prices are at the higher end of the coffee shop market, many people both in the developed and developing countries may find financial limitations means that this premium coffee is out of reach.
Fluctuating exchange rates will also affect the price of the product and in turn lower the spending power of the customer. This must be factored into the pricing strategies; it has been identified as a risk in the Starbucks annual report. Starbucks make attempts to mitigate this risk using mitigation strategies, such as hedging transactions. (Starbuck Annual Report , 2020)page 41

[bookmark: _Toc87729747]Sociological Factors
There is no significant customer segmentation in the Business Model of Starbucks. 
However, the high cost of Starbucks may be a factor in obtaining much needed loyalty for the future from the younger generation. It could be argued that Starbucks need to find cheaper resources to reduce the costs, but this would go against their long-term strategy to provide high quality and that high quality comes at a price. In 2016, Starbucks reported a 100,000 opportunities initiative for young people aged between 16 and 24, out of work and not in school, it achieved this goal 2 years ahead of schedule. The resource into social media is also aimed at attracting young people. (Employer-Led Coalition Hires 100,000 Opportunity Youth, 2016).



[bookmark: _Toc87729748]Technology factors
Starbucks rely heavily on IT systems for numerous purposes, such as administrative functions, point-of-sale processing and payments, management of the supply chain, Starbucks Cards, online business, delivery services, mobile technology, including mobile payments and ordering apps, reloads and loyalty functionality and various other processes and transactions, and many of these systems are interdependent on one another for their functionality. Starbucks have recognised that.
The unauthorized access, use, theft or destruction of customer or employee personal, financial or other data or of Starbucks proprietary or confidential information that is stored in our information systems or by third parties on our behalf could impact our reputation and brand and expose us to potential liability and loss of revenues”. (Starbuck Annual Report , 2020)
Compliance with the GDPR, the CCPA and other privacy, cybersecurity and related laws can be costly and time-consuming. However, Starbucks invest significantly in technology to develop and implement systems and processes to anticipate cyber-attacks, preventing or minimize breaches of IT systems or data loss. However, these security measures cannot provide total assurance. (Starbuck Annual Report , 2020)
[bookmark: _Toc87729749]Legal Factors	
Starbucks must ensure they comply with the legal requirements of the Country they are operating in. These legal factors will vary between County to Country.
In 2016, two Starbucks stores were reported to be fined over £160,000 after repeatedly leaving rubbish bags on a London Pavement. Starbucks pleaded guilty to 4 offences. (Message sent to businesses as Starbucks fined £160k for leaving waste on street, 2021) and in 2020 It was found that Starbucks had violated Ireland’s Equal Status Act on racial grounds as a business partner drew a picture of “slanty eyes” on a cup after failing to understand the customer’s Thai name. (Starbucks in Dublin fined over racist drawing on customer’s cup, 2021) Both of the incidents could have been avoided with comprehensive training for staff.
[bookmark: _Toc87729750]Environmental Factors
The price at which Starbucks buy coffee can be affected by multiple factors in the Countries that produces it. Weather (including climate change), natural disasters, crop disease, increase in farm outputs and productions costs. Because of the significance of coffee beans to the operation, Starbucks can only partially mitigate future price risk through effective purchasing contracts. It must be aware that if they were unable to purchase sufficient quantities of coffee due to these environmental factors then there would be an adverse effect on the profits. (Starbucks Annual Report, 2021)


[bookmark: _Toc87729751]Conduct a stakeholder analysis and an evaluation of stakeholder expectations
Stakeholder analysis is of significant importance when it is used to outline how work is planned, delivered and administered. Effective stakeholder engagement requires understanding on the different perspectives of stakeholders and addressing these to achieve the intended outcomes. (Stakeholder engagement, 2021)
It is therefore essential to conduct a stakeholder analysis as part of the strategic plan of an organisation.

[bookmark: _Toc87729752]Identifying Stakeholders
The first step is to recognise all stakeholders. Freeman’s research (1984) placed stakeholders’ groups in terms of government, political groups, shareholders, financial community, activist groups, consumers, consumer advocacy groups, unions, employees, trade associations, competitors, and suppliers. Due to the size of this multi-national Organisation, Starbucks have lots of stakeholders, the limitation of this report means that each one cannot be discussed. There are a number of methods that can be used to identify Stakeholders, such as mind mapping, group brainstorming and raid Listening. (Smith, R., King, D., Sidhu, R. and Skelsey, D., 2015). 
 In their annual report Starbucks refer to their Corporate Social Responsibility and because of that, they believe they deliver benefits to all stakeholders, including employees, business partners, customers, suppliers, shareholders, community members and others. (Starbuck Annual Report, 2020). Therefore, the main stakeholders this report will focus on are Employees (baristas, partners), Customers, Suppliers (supply firms, coffee farmers), Environment, Investors and Governments to be analysed in great detail.
[bookmark: _Toc87729753]Stakeholder expectations  
The definition of stakeholder suggest that stakeholders are any group or individuals that can affect or be affected by the organization (Freeman, 1984). However, different stakeholder groups have different motives and uneven expectations towards company. Freeman’s theory (1984) states the way to a successful business is to keep every stakeholder happy and find where all their interests intersect, while still doing what is ethically correct. Starbucks focus on Corporate social responsibility is deep rooted and the expectations of each stakeholder shall be addressed. This is supported by Rowley and Gibbs (2008) who state that building a shared vision requires working together towards a common purpose, engaging people in a process of alignment of their ethical models, detaching themselves from their personal goals, and balancing the interests of multiple stakeholders. (Maund, A, 2018).

[bookmark: _Toc87729754]Mapping Stakeholders
There are various ways stakeholders can be mapped and segmented, a popular method of mapping is the Mendelow’s matrix which looks at stakeholders in terms of power and interest. (Mendelow, 1991) (appendix 1). The position that is allocated to a stakeholder on the grid shows the actions that’s needed to be taken with them, although these can change between grids depending on the focus. 

[bookmark: _Toc87729755]Stakeholders
[bookmark: _Toc87729756]Employees
Starbucks go to great lengths to prioritize employees in its corporate social responsibility efforts. As stakeholders, employees at Starbucks receive wages above the Minimum wage. It offers a range of perks for all employees, including Health Coverage (medical, dental vision) life insurance, disability and accident coverage. It provides a competitive retirement plan and participation in the equity reward program - Bean Stock. They are entitled to paid off, not only for annual leave but also partner and family sick time. There is also an excellent parent leave policy. As previously identified Starbucks offer eligible partners to study for a bachelor’s degree online and they will cover the costs providing they continue to work for Starbucks during that time. With the rising costs of study, making it an unreachable dream for many people this really is an outstanding commitment to employees from Starbucks. As well as many discounted perks, such as discounted gym membership and partner assistance which helps to fund partners in financial crisis resulting from an extreme circumstance, it can be clearly seen that Starbucks places a great emphasis on employee stakeholders.
According to the annual report (2020) Starbucks have other innovative benefits to help address market-specific needs, “such as providing interest-free loans to partners in the UK to help cover rental deposits, mental health services in Canada, and in China, a monthly housing subsidy for full-time Starbucks baristas and shift supervisors, as well as comprehensive health insurance coverage for parents of partners” (Starbucks Annual Report, 2020).
[bookmark: _Toc87729757]Company Suppliers
Starbucks depend upon their relationships with Suppliers, such as coffee producers, outside trading companies and exporters in order to “help ensure the future of coffee for the thousands of farmers who produce coffee served in its stores and the 100 million customers who enjoy it each week – for today, tomorrow, and always” (Starbucks, 2019)
Starbucks operate nine farmer support centres; these are staffed with agronomists and sustainability experts. With more than 25 million coffee producers around the world facing the impacts of climate change, these work alongside the coffee farming communities to promote best practices designed to improve not only the quality but to help address climate and other impacts that could negatively affect the stakeholders and in turn Starbucks. In 2018, In response to plummeting coffee prices, Starbucks committed to $20 million in emergency relief funds to smallholder farmers in Nicaragua, Guatemala, El Salvador and Mexico. (Starbucks, 2019)
By committing to the communities around the world that source the coffee beans, these stakeholders feel valued for their input and feel that their expectations are being taken into consideration in corporate decisions.

[bookmark: _Toc87729758]Environment
Starbucks has corporate social responsibility programs for environmentally sound business. The company’s along with Conservation International have developed the Coffee and Farmer Equity (C.A.F.E.) program to ensure that the coffee is sustainably grown. 90% of Starbucks’ supply is from CAFE-certified farms
This significant figure shows that Starbucks is effective in addressing its corporate social responsibility to this stakeholder group, although there is room for improvement. 
SCS has teamed up with Starbucks and Conservation International to develop the Coffee and Farmer Equity (C.A.F.E.) Practices standard for ensuring that Starbucks is sourcing sustainably grown and processed coffee. Starbucks defines sustainability as an economically viable model that addresses the social and environmental needs of all the participants in the supply chain from farmer to consumer.
The C.A.F.E. Practices Generic and Smallholder Scorecards encompass a comprehensive set of more than 200 social, economic and environmental indicators. This approach considers everyone from the farmer to the consumer. (Starbucks, 2019).

[bookmark: _Toc87729759] Customers
According to Amstrong et al (2019), customers form expectations about the product offered in the market in terms of value and satisfaction. Therefore, customer satisfaction is obtained when their expectation reached what they have imagined.
  It stands to reason that Starbucks rank customers as one of its top stakeholders. Looking at value and satisfaction, Starbucks can show that they effectively address this interest. 
Whilst the price is a premium compared to some of the competitors, Starbucks maintain this cost is due to using high quality beans. 
The company offer satisfaction by extending the Starbucks culture to customers, by the warm and friendly relations that are the culture of the company and in how baristas interact with customers. E.g., Using their first name or nickname, helping to build loyalty with the customer. Starbucks customers can also feel satisfied that what they buy has been ethically sourced.
They benefit from the loyalty scheme, having free cake on their birthday, free drinks etc and also the free wi-fi in all its stores.

[bookmark: _Toc87729760]Investors
Investors are also very valuable stakeholders. However, the extent of involvement will vary. Investors interests lie in the financial performance of the Organisation. Starbucks’ global expansion is certainly an area for regular communication with investors but with regards to the social responsibility, there are certain tax incentives for investing in sustainable resources meaning possible short- and long-term savings which is good news for investors and therefore meets their expectations.
[bookmark: _Toc87729761]Government
Starbucks must ensure they meet the expectations of the different Governments as stakeholders. Whilst it is not necessary to consult local Governments on all decision making, it must be mindful of different rules and regulations that may affect the decision-making process. Starbucks has faced years of criticism for the amount of tax it pays in UK. (Starbucks pays £18.3m tax but £348m in dividends, 2019)
Therefore, the company’s comprehensive corporate social responsibility efforts could be improved to address this stakeholder group.

Conclusion
It appears that Starbucks have attempted to meet the expectations of their stakeholders with their Corporate Social Responsibility. However, Starbucks would benefit in reaching a 100% CAFE-certified supply chain to maximize environmental benefits. Starbucks can also improve by addressing any issues with tax compliance as part of the social responsibility and to ensure that the brand is not the subject of bad press which could affect the way customer’s view the brand and therefore affect profits. 




[bookmark: _Toc87729762]Application of a range of relevant academic theories/models
There are a plethora of models and theories available to identify and understand the strategic position of a company, such as PESTEL, Scenarios, 5 forces, Strategic Groups, Core competencies, value Chain, stakeholder mapping and cultural web, Blue Ocean to name just a few and the suitability of model or theory would be whether it addresses the key issues. (Scholes, Johnson and Whittington, 2008).
For this purpose, two models shall be applied to Starbucks strategy, Porters 5 Forces as it concentrates of the forces that most affect Starbucks and the impacts on profitability and the VRIO Framework as it addresses the competitive advantage which is vital for survival in competitive industries such as the coffee industry. Blue Ocean Strategy is an interesting model but as Starbucks is in a developed and almost saturated market it is not suitable for this kind of analysis as would be classed as a red ocean.
[bookmark: _Toc87729763]VRIO Framework
The VRIO framework (acronym for value, rarity, imitability and organisation) is a good framework for an Organisation who has yet to decide on a vision statement as its aim is to analyse what makes the company different and therefore provides the competitive advantage. Despite the fact that Starbucks already have a vision statement, this is still a valuable framework to use for Starbucks as its goal it to analyse the competitive advantage in the market sector. (Scholes, Johnson and Whittington, 2008) (see appendix 2).
The outcome of the VRIO Analysis shows the competitive advantage with one of the Core Competencies, Employee Benefits, considering the amount of value Starbucks place in their employees (business partners) this is hardly surprising. However, Starbucks must remain vigilant to maintain Innovation and constantly look at ways to delight the customers with the “Starbucks experience”.
[bookmark: _Toc87729764] Porters Five Forces Analysis 
The five forces relate to the threats posed by competitive rivalry, powerful buyers, powerful suppliers, potential new entrants, and substitute products. Porter (1980, p3.) states, “The collective strength of the forces determines the ultimate profit potential in the industry” Poter updated these forces in 2008 to use as a framework to understand strategic implications for Organisations.
The Porter's Five Forces model are Buyers' bargaining power, Suppliers' bargaining power, Competitive rivalry, Threat of new entrants and Threat of substitutions, these ae then rated from low to high depending on the threat. (Porter, 2008)

Threat of New Entrants:  Rated: Moderate 
 This is a moderate threat, whilst new entrants to the market would not be completely discouraged, there is already a number of Coffee shop competitors with a loyal customer base that would make it difficult for a new entrant, especially without offering something new and innovative for the customer. 
A new entrant would also require considerable financial backing to compete on a multi-national scale to compete with the quality the Corporate social responsibility and prime locations. At a smaller scale, independent coffee shops can compete with price but not the brand loyalty that Starbucks customers have. Despite the competitiveness of the coffee house industry, the threat of new entrants in successfully entering the market and becoming a real threat is moderate
New entrants would also require access to sources, such as coffee beans and suppliers. However, Starbucks have invested training, support and assistance to suppliers from all over the world, placing great value in their relationship building with suppliers with the relationship they build with their suppliers which again supports only a moderate barrier to entry. 

Threat of Substitutes:  Rated High 
There are many substitutes to coffee, lots of which appeal to the growing population of the more health conscious, such as water’s smoothies, fruit juices as well as Bars offering a relaxed atmosphere, a variety of drinks, both alcoholic and non-alcoholic.
The growing trend of owning a home coffee machine and buying quality coffee much cheaper than buying at Starbucks is a real threat to Starbucks, especially as more people work from home. Many Organisations offer a coffee machine free of charge if you sign up to a contract of buying a certain amount of coffee each month. With Nespresso machines being the UK’s Most popular home coffee machine (Coffee maker brands used 2017 | Statista, 2021)
Statistics show that approximately 4.8 million people own a Nespresso coffee machine, with a further 734 thousand having purchased their device in the last 12 months (Nespresso machine user ownership in the UK 2020 | Statista, 2021).
 Starbucks are attempting to mitigate this threat by selling their branded coffee packs in supermarkets, but this still poses a threat to their profits and sustainability. 



 Buyers Bargaining Power: Rated Moderate to Low
Customers have a choice of coffee shops to go to, 
The nature of the business means that Customers do not secure contracts or bulk buy in order to negotiate cheaper prices and cannot bargain as one would if buying from a second-hand car shop, therefore lowering the buyer bargaining power.
However, customers will have a limit and whilst it can be accepted reasonable to pay a more for premium products, customer will be moderately aware of paying an excessive amount. 
Bargaining Power of Suppliers: Rated Low to Moderate 
 With the suppliers being vital for the supply of coffee beans, Starbucks rely heavily on its suppliers which could move to a different Organisation. However, the size and influence of Starbuck coupled with its commitments to giving suppliers a fair deal, their investment into training for sustainability, the fair-trade commitment and CAFE programme makes the cost of switching between substitute suppliers, moderately low. 
Competitive Rivalry:  Rated Moderate to High 
 According to Statista, Starbucks is second only to Macdonald’s in the fast-food market worldwide and 3rd in the UK. (Fast food industry market share worldwide, by brand 2019 | Statista, 2021)
Starbucks annual report recognises that the specialty coffee market is “intensely competitive, including with respect to product quality, innovation, service, convenience, such as delivery service and mobile ordering, and price” (Starbucks annual report, 2021, p17) 
Many small competitors also continue to open coffee specialty stores in many of the world markets. Increased global competition in packaged coffee and tea and single-serve and ready-to-drink coffee beverage markets, including from new and large entrants to this market, could adversely affect the profitability of the Channel Development segment. 
 However, it is important to note that Starbucks continues to maintain the competitive advantage. The Organisation is mature with a loyal customer following and growth potential to expand to China.
This Porters five forces analysis provides a comprehensive industry analysis of the strength of forces and the profitability in the retail coffee and snacks industry being Moderate.




[bookmark: _Toc87729765]Provide a critical appraisal of your chosen organisation’s current strategic direction
Literature refers to Strategy; so that the organization's mission is fulfilled. (P. Wright, M. Kroll, and J. A. Parnell, 1998). 
The Mission Statement for Starbucks is “To inspire and nurture the human spirit – one person, one cup and one neighbourhood at a time” (Mission Statement | Starbucks Coffee Company, 2021)
This succinct statement provides an effective explanation of what Starbucks want to achieve and how they want to achieve it.
Starbucks mission statement emphasizes the importance of the customer. It also makes it very clear that the mission is to improve the lives of their customers by creating a great customer experience, referred to as “The Starbucks experience”. Nurturing the human spirit seems to refer to the Corporate Social Responsibility that Starbucks place much emphasis on in their strategic direction. There is also a clear intention for growth of the Organisation which is another emphasise on the strategic direction the competitive advantage so it cannot be easily copied by the competitors (Cockburn, R. M. Henderson, and S. Stern, 2000). 
 Starbucks objective is to “to maintain Starbucks standing as one of the most recognised and respected brands in the world”. (Starbucks annual report, 2020). The way in which they intend to achieve that is explained in their 2020 annual fiscal report.
[bookmark: _Toc87729766]Strategic direction of Starbucks

One of the fundamental strategies that Starbucks have followed from the start is product differentiation, believing that the mix of providing premium quality coffee, outstanding customer service in a comfortable setting in a prime location translated to building a premium valued brand. Considering the amount of financial resource this involves, this fundamental strategy is costly for its competitors. Whilst this rules out smaller enterprises due to the financial element, it is not impossible for larger operations, such as Dunkin and Costa Coffee. The VRIO analysis highted that Starbucks have the temporary competitive advantage in this area, meaning that Starbuck should continually re-assess this area to ensure they maintain their position in the market.
Introduced by Henry Mintzberg there are two terms for strategy, “intended strategy” and “realised strategy” The intended strategy is when management plans it, and the realised strategy is what is actually implemented. (Mintzberg, H, 1988). The intended and the realised may well be the same. However, it may change or be modified as changes in the Organisation or the Environment are known. 
It is not known if the strategy Starbucks intended is the same as the realised as only the “realised” is made public. The strategy may well have changed due to the Covid19 pandemic, particularly in the Growth Strategy.

[bookmark: _Toc87729767]Growth
The Emergent Growth Strategy. Starbucks are continuing with expanding their global base, adding stores both in developed area they currently exist and in new areas such as China. They are also planning to offer their products in new and innovative ways and store formats. They also plan to optimize the mix of company -operated and licensed stores around the world (Starbucks annual report, 2020).
Starbucks acknowledge that store growth depends on various factors, such as the maturity of the market, economic conditions, business practices, expected financial return and consumer behaviour.
Starbuck’s growth strategy also relies on changing customer preferences, the higher levels of mobile ordering accelerated by the Covid19 pandemic, Starbucks pickup has been introduced allowing customers to order ahead with the Starbucks app. In China, the Starbucks now store combines physical and digital customer touchpoints. Starbucks believe that this effort to transform the store portfolio and increase technology will position Starbucks for long term growth.
Are Starbucks on track with this strategy?
According to the 2019 and 2020 annual report (appendix 4) Starbucks net number of new stores opening increased from 493 to 803 in 2020, despite the challenges due to the Covid19 pandemic. It is clear therefore that opening stores in a disciplined manner is following the strategic objective.
Starbucks intention to increase the growth in China is following the intended course. Statistics show that the number of stores has steadily increased year on year from 261 in 2005 to 4704 in 2020. (appendix 5)
The VRIO Analysis (appendix 2) also highlighted that Starbucks had the competitive advantage in this area.



[bookmark: _Toc87729768]Global Social Impact Strategy
With the commitment to being a responsible company, Starbucks focus “people positive, planet positive and profit positive”. (Starbucks Global Social Impact Report, 2019).
Starbucks believe the Global Social Impact Strategy are integral to the overall business strategy. 
The 2019 Starbucks Global Social Impact Report focuses on three areas: “leading in sustainability, creating meaningful opportunities and strengthening our communities”. (Starbucks Global Social Impact Report, 2019).
Leading in Sustainability
Currently reporting that 99% of their tea and coffee is ethically sourced, plans are in place to achieve a 100% goal. Other plans and goals are also on track to maintain and exceed the strategic objective, such as providing 100 million coffee trees to Farmers by 2025 (40million was distributed between 2015 and 2019). Starbucks is also committed to Greener Cups and Packaging and Greener retail; they also continue to invest in solar and wind Farms. 
Are Starbucks on track with this strategy?
Starbucks are adhering and appear to be working hard to find new and innovative ways to support their Global Social responsibility. They have a zero policy Modern Slavery Act for any of their supply chain. They support British Farmers, have a Commitment to Plastic Recycling Closed Loop as well as many other ways.
However, Customer’s will not tolerate Organisations that are not transparent in how they source their products. Any bad press, whether substantiated or not will cause damage to the brand and therefore the profitability and loyalty of the customer. The VIRO analysis(appendix 2)  identified that Starbucks have a temporary competitive advantage in this area, but more and more Organisations are realising the customer loyalty for supporting a business that is “doing good” and therefore Starbucks should ensure they have procedures in place to ensure their commitments and promises are adhered to and any new and innovative ways to further support this strategy should be encouraged in order to maintain the competitive advantage. (Starbucks Global Social Impact Report, 2019).


 

[bookmark: _Toc87729769]Employer of Choice
Starbucks strategy to become the employer of choice is due to believing that the strength of the workforce is one of the significant contributors to the success of the brand. In order to achieve this strategy Starbucks, invest in the workforce to create strong sense of ownership and employer loyalty. Starbucks promote that they offer competitive salaries, health insurance, tuition fees paid for eligible partners, parental leave, partner and family sick leave, mental health awareness training and role-based support and more. 
However, their main competitor in the UK is McDonalds and McDonalds have announced a “people positive” initiative and appear to have gone a step further than Starbucks. Their goal is to have a youth worker in every restaurant by 2024, helping not only young people working for McDonald’s but also this support is available for customers as well. Boasting ambition figures to support more apprentices and for people to gain new skills over the coming years. (People Positive - Our Plan for Change | McDonald's UK, 2021)
Are Starbucks on track with this strategy?
It is reported that Starbucks have the lowest employee turnover when compared to quick service restaurants (Team, 2017) which highlights their achievement in this area of their strategy. However, whilst this strategy is costly for competitors, its major rivals with financial backing could gain competitive advantage if Starbucks doesn’t look for more ways to exceed in this area.
[bookmark: _Toc87729770]Satisfying stakeholders 
Starbucks believe delivering on areas as quality coffee, employees (partners), customers, stores and neighbourhood is the key to success and success means rewards (financial gain) for the shareholders
Whereas the total assets increased from 2019 to 2020, the long-term debt did also. Consolidated revenues fell 11% from $26.5 billion in 2019 to $23.5 billion in 2020. However, the challenging 2020 year caused by the Covid 19 pandemic severely impacted these results, particularly during the temporary closures of a large number of stores. (Starbucks Annual Report, 2020).
[bookmark: _Toc87729771]Conclusion
Whereas, based on the statistical evidence, it is clear that Starbucks are following their strategic goals, Starbucks should ensure they review their objectives regularly and review their competitors’ objectives regularly to ensure they keep their high level of the market share.



[bookmark: _Toc87729772]Depth and clarity of the proposed new strategy
There is no doubt that Starbucks have become known as one of the best coffeehouses in the World. This is supported by their Global positioning. However, as a result of closure to some of the company outlets due to the Covid 19 pandemic and changing customer preferences, it is vital for the CEO to create new innovative strategies to keep their current global positioning and minimise any future losses.
To help with identifying a more effective strategy, the SWOT and PESTEL Analysis can be used, along with the analysis from Peter’s 5 Forces and the VIRO analysis.
There is one new strategy proposed and one enhancement of an existing strategy, each of these strategies will be explained in further detail with supporting evidence.
[bookmark: _Toc87729773]Strategy Objective One
[bookmark: _Toc87729774]To launch Starbucks coffee subscription.
Mission – to gain maintain Competitive Advantage
Vision - To become the most popular coffee subscription package in the US and the UK by 2023
One of the Strength highlighted in the SWOT Analysis for Starbucks was strong brand recognition. Starbucks ranked 12th out of the top 100 most valuable brands of 2021. (Benefits and Perks: Starbucks Coffee Company, 2021). It has also been highlighted that customers are willing to pay more for certain brands because of the status or quality (Arthur, Nd).
The SWOT also highlighted that only 5% of customer in UK always but a different brand of coffee. This statistic is of great value to Starbucks considering their high market share.
One of the threats highlighted by the SWOT is changing consumer tastes and lifestyle choices. With more Americans trying new coffees, purchasing home coffee machines and more importantly trying to replicate a coffee shop brand at home (Association, 2021) It is easy to see how the threat of home coffee machines has been rated high in the Peters 5 forces analysis.
Whilst Starbucks have attempted to mitigate this threat by selling their branded coffee packs in supermarket and for one type of coffee machine, extending this further will help to obtain the competitive advantage.
Subscription models are on the rise, with many benefits such as regular cashflow, increased brand recognition and also provides an insight into customer behaviour.
Despite the large number of retailers adapting to subscription models in the past years, with everything from food to beauty and clothes having subscription services, Starbucks have yet to realise this potential. It is reported that the product subscription market grew more than 300 percent from 2012 to 2018 (Sign up now: Creating consumer—and business—value with subscriptions, 2021). With the effects on consumer behaviour due to Covid 19 it would be of no surprise for that growing trend to keep rising a rapid scale.
Starbucks strategic objective to launch a coffee subscription offering customers a choice of coffee beans, ground and coffee machine pods would build on their strength of brand recognition, mitigate the threat of changing consumer lifestyles and maintain their competitive advantage of brand loyalty.

[bookmark: _Toc87729775]Strategy Objective Two
[bookmark: _Toc87729776]Build on Current Objective to be the “employer of choice”

One of the strengths highlighted in SWOT analysis is the employee benefits. The Starbucks College Achievement plan pays for eligible “partners” to achieve an online bachelor’s degree at Arizona State University. (Starbucks, 2021). This is alongside many other employee perks from free coffee to music subscriptions. It has been highlighted that whilst extremely favourable, these benefits appear to be heavily weighted for the American employees, where health insurance is a valuable asset, and the degree is an American degree. 
They are reported to have the lowest employee turnover when compared to quick service restaurants (Forbes, 2019)  which highlights their achievement in this area of their strategy. However as highlighted in the VRIO, Starbuck currently hold a temporary competitive advantage, meaning this can chance at any time depending on their competitor’s employee initiatives.
It has been highlighted that one of their major competitor’s McDonalds have launched a new, heavily publicised in the media employee benefit, that not only serves as an employee benefit but also links to Corporate Social Responsibility as it also helps young people with life skills and career advice, regardless of whether they are a McDonalds employee. McDonald’s have launched a “people positive objective of “By 2024 have a youth worker in every restaurant, By 2025 have supported 3,000 apprentices and By 2030 help one million people gain new skills and open doors to jobs”. (People Positive - Our Plan For Change | McDonald's UK, 2021)
Linking the 2 strategic objectives appears to not only be a great way of publicising the employee benefits but to become known as a great employee that goes above and beyond for the wider community.
In order to keep up competitive advantage, it would appear that, whilst favourable in compared to other Organisations, Starbucks could build on their current objective of “To Become the employer of choice”.
Starbucks could also link Corporate Social Responsibility and Employee Benefits in new and innovative ways.
One of the ways this could be achieved is to address the growing crisis of HGV drivers in the UK. The BBC, highlighted in a recent article that  a recent survey by the Road Haulage Association (RHA) revealed that there is now an estimated shortage of more than 100,000 qualified drivers in the UK, caused by a combination of factors, as well as the more obvious Covid, Brexit factors  “Haulage companies say the average age of HGV drivers in the UK is 55, and they want more to be done to attract younger workers”.  (How serious is the shortage of lorry drivers?, 2021)  The effect of a lack of HGV drivers causes concerns about deliveries of food, fuel and other items. 
By enhancing their “employee of choice” strategic goal, Starbucks could have a vision to fund the training of 3000 new HGV drivers by 2024. 
This would help Starbucks to maintain the competitive advantage with regards to employee benefits, address a growing concern that would affect the company if their deliveries were interrupted due to the lack of HGV drivers and exceed the expectations of their supplier and Government stakeholders by addressing an issue and funding training for future employment. 
If the offer was extended to all Starbucks employees and their families, this would enhance the reasoning behind the fact that Starbucks call their employees “partners” and maintain employee loyalty as they would feel that they matter as a whole to the Organisation and that includes their family. 
[bookmark: _Toc87729777]Final Conclusion
By accessing statistical evidence from Market research, Starbucks is an interesting brand that certainly appear to have clear Strategic Objectives and are following the plans for the proposed Strategic Objectives, The SWOT Analysis has highlighted a number of Strengths, with fewer weaknesses. However, the threats of Competition, Coffee bean Price Fluctuations and Changing Consumer tastes and lifestyle choices could potentially cause great harm, but Starbucks have taken steps to mitigate these threats. The new proposed strategy of coffee subscriptions could further help to mitigate this threat. It appears that Starbucks have attempted to meet the expectations of their stakeholders but should remain vigilant to ensuring tax compliance to ensure that the brand is not the subject of bad press which could affect the way customer’s view the brand and therefore affect profits. 
[bookmark: _Toc87729778]
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	Resources and Capabilities
	Valuable
	Rare
	Costly to Imitate
	Organised to Exploit 

	Competitive Implication

	Core Competency
Employee Benefits
Oversight and Management – work closely to issue “partner retentions”, Workplace Safety and Harassment and Bullying.

 Total Rewards Package - 
Tuition Coverage
Parental Leave
Partner and family sick time
Care@work benefit

Pay Equity – maintain 100% pay equity in the US for all people for all races performing similar roles.


	YES
	YES
	YES
	YES
	Temporary
Competitive Advantage

	Supplier Relationships
Commitment to CAFE,
Commitment to Fair Trade,
Operates 9 Farmer support Centres to working with farming and communities to address climate and many other factors
	YES
	YES
	YES
	YES
	Competitive Advantage

	Innovation
New flexible and unique store formats, (such as Starbucks® Pickup stores, Starbucks Now stores and curbside pickup) in light of the COVID-19 pandemic;

Create new product offerings, lunch food and beverage product line-up;




	YES
	NO
	YES
	YES
	Temporary Competitive Advantage

	Customer (Starbucks) Experience
Product quality, service and convenience
Statista survey results show that only 5% of customers in the UK always buy a different brand
	YES
	YES
	YES
	YES






	Temporary Competitive Advantage

	Leadership and vision - 
Building leadership position around coffee,
Continuing global growth,  
Increasing the scale of the Starbucks store footprint with new ventures, such as pickup stores, now stores and curb side pickup in light of the covid 19 pandemic. 
	YES
	NO
	YES
	YES
	Temporary Competitive Advantage

	Brand
Ranked 12th in the Brand Finance US Top 100 for the most valuable brand in 2021.
Own copyright for numerous internet domain names related to the Organisation


	YES
	YES
	YES
	YES
	Competitive Advantage

	Global Market control
Total company-operated stores open as of 27 Sep 2020 - 16,637 Worldwide

Long term strategic objectives to expand global retail markets in a disciplined manner, growth expected to rise considerably in Japan and China








	YES
	YES
	YES
	YES
	Temporary
Competitive Advantage

	Corporate Social Responsibility  - 

Ethically Sourced coffee and Tea
Gender Pay Gap
Modern Slavery Act – Zero Policy for any of the supply chain.
Commitment to Plastic Recycling Closed Loop.
Support of British Farmer


	YES
	YES
	NO
	YES
	Temporary Competitive Advantage.
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