
Free the globalization
of starbucks case 
study example

Business, Company

https://assignbuster.com/essay-subjects/business/company/
https://assignbuster.com/essay-subjects/business/
https://assignbuster.com/free-the-globalization-of-starbucks-case-study-example/
https://assignbuster.com/free-the-globalization-of-starbucks-case-study-example/
https://assignbuster.com/free-the-globalization-of-starbucks-case-study-example/
https://assignbuster.com/


 Free the globalization of starbucks case... – Paper Example Page 2

Introduction 
Starbucks Corporation, also known as Starbucks Coffee, is an American 

worldwide coffee organization with its head quarter situated in Seattle, 

Washington. It is the biggest chain-based coffee organization with up to 21, 

160 stores in many different countries such as The United States, China, 

Canada, Japan and The United Kingdom. 

Starbucks stores serve hot and icy refreshments, different types of coffees 

including micro ground instant coffee and whole-bean coffee, snacks, teas 

and cakes. Most stores additionally offer pre-packaged food items, and 

things, for example, mugs and tumblers. Apart from this, they also offer a 

variety of wines and appetizers after 4pm. Through its entertainment 

division, the organization additionally markets books, music, and movies. 

Large portions of the organization's items are regular or particular to the 

region of the store. The brand’s coffee and dessert are additionally offered at

markets. 

Company Background 
The first main Starbucks was opened on March 30, 1971, by three 

accomplices who met while they were understudies at the University of San 

Francisco; English educator Jerry Baldwin, history instructor Zev Siegl, and 

author Gordon Bowker, in Seattle, Washington. The three were propelled to 

offer amazing coffee beans and supplies by Alfred Peet, the coffee-roasting 

entrepreneur. He was the one who taught them his style of broiling beans. 

Originally, the organization was to be named after a whaling boat from 

Moby-Dick, ‘ Pequod’. But some of the co-founders were against this 
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decision. So, it was rather named after the chief on the Pequod, Starbuck. 

Then again, Bowker has an alternate memory of how the organization got its 

name. He reviews that the fellow founders were very near to naming the 

organization " Payload House" until Heckler said that he thought words that 

started with " st" were the powerful ones. That headed Bowker to make a 

rundown of " st" words, and it was then finally named after Starbo, a mining 

town in an old mining guide. 

The first main café was found at 2000 Western Avenue from 1971–1976 and 

was later moved to 1912 Pike Place Market. During this time, the 

organization just sold broiled coffee beans and not the coffee. The only 

blended coffees offered in the store were free samples. 

Amid their first year of business, they bought green coffee beans from 

Peet's. After this, they started purchasing directly from the cultivators. In 

those days, the organization was a solitary store in Seattle's noteworthy Pike

Place Market. From a very small storefront, the company offered a portion of 

the world's finest crisp broiled whole bean coffee. 

Growth of the Company 
In 1984, the founders of Starbucks, headed by Jerry Baldwin, acquired Peet's.

Then, during the 1980s, the aggregate sales of coffee in the US declined, 

however the sales of specialty coffee went up, shaping 10% of the business 

in 1989, contrasted with 3% in 1983. By the year 1986, the organization 

opened six stores in Seattle and had just barely started to offer blended 

coffee. 

In 1987, the Starbucks chain was sold to Howard Schultz, a former employee 
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of the company. He started to expand the business very rapidly by 

rebranding his II Giornale coffee outlets as Starbucks. In that year, Starbucks

opened its first stores at the Waterfront Station in Vancouver, British 

Columbia, Chicago and Canada and within two years, over 46 stores were 

opened and over 907, 185 kg of coffee was brewed in all these stores, 

annually. 

In June 1992, Starbucks had developed to 140 outlets, with an income of 

$73. 5 million (up from 1. 3 million in 1987). The organization's business 

worth was $271 million by now. The 12% part of the organization that was 

sold, increased up to $25 million for the organization, which would 

encourage a doubling the outlets through the following two years. By the end

of the year, Starbucks' share cost had climbed by 70% to over hundred times

the income per share of the past year. 

In July 2013, more than 10% of the in-store purchases were made on client's 

cell phones utilizing the Starbucks application. The organization used the 

same platform when it propelled the " Tweet-a-Coffee" campaign in October 

2013. On this event, the promotion additionally included Twitter and 

customers were offered to buy a $5 card for a friend by tweeting at 

"@tweetacoffee" along with the friend's handle in the tweet. It was reported 

that over 27, 000 individuals had taken part in the event and over $180, 000 

of sales were made to date. 

Expansion of the Company 
The first international Starbucks outlet opened in Tokyo, Japan, in the year 

1996. In 1998, Starbucks then entered the U. K market with $83 million USD 
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and in September 2002, Starbucks opened its first outlet in Latin America, at 

Mexico City. Presently there are over 250 stores in Mexico, out of which 

around 100 of them are spotted in Mexico City alone. In 1999, Starbucks 

tried different things with eateries in the San Francisco Bay region through a 

restaurant network called Circadia which was later rebranded to Starbucks 

bistros. In October 2002, Starbucks made a coffee exchange organization in 

Lausanne, Switzerland to handle the buys of green coffee. The rest of the 

business kept on being overseen from Seattle. 

In the year 2003, Starbucks’ contracts with Torrefazione Italia and Seattle’s 

Best Coffee ended. This deal just earned 150 stores for the company. In 

2006, the opponent company, Diedrich Coffee announced that it would offer 

the vast majority of its organization possessed retail outlets to Starbucks. 

This deal incorporated the organization-owned outlets of the Coffee People 

chain. Starbucks then changed over all their outlets into their own, in spite of

the fact that the Portland air terminal Coffee People areas were not included 

in the sale. 

The first Starbucks store in South America was opened in Lima, Peru in the 

year 2003. Then in 2007, the first store was opened in Russia. This happened

ten years after first enrolling a trademark there. In March 2008 they acquired

the maker of the Clover Brewing System. They started testing the " new 

pressed" espresso framework at a few Starbucks outlets in Seattle, 

California, and Boston. 

In the beginning of 2008, Starbucks began a group site, My Starbucks Idea, 

intended to gather recommendations and input from its customers. The 

website is controlled by the Sales-force software. 
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In May 2008, a loyalty scheme was presented for registered customers of the

Starbucks Card offering livens, for example, free access to Wi-Fi service and 

free refills on brewed drip espresso or tea. In 2009, the company started 

beta testing its cell phone application for the Starbucks card, a stored 

framework in which the shoppers access prepaid funds to buy the Starbucks 

items. The complete mobile application was then released on January 11, 

2011. 

In November 2012, the organization reported the purchase 
of Teavana for $620m and the deal was completed on 
December 31, 2012. 
In February 2013, the company opened its first outlet in Vietnam. In the 

same year, another inaugural store was opened in Colombia. Then, in 2014, 

their first store in Williamsburg, Brooklyn was opened. Along with this, 4 new 

outlets were also opened in Hanoi, Vietnam. In September 2014, it was 

reported that Starbucks would obtain the remaining 60. 5% stake in its Japan

outlet at a cost of $913. 5m. 

Strengths of the Company 
- Starbucks possessed excellent finances as its profitability has been 

increasing for the last few years and is presently 14%. The organization 

additionally outmatches its closest competitors with 24. 54% quantifiable 

profit and 29. 16% profit for value. 

- Starbucks is the top most profitable coffee house brand and is esteemed at 

around $4 billion. It has a strong brand notoriety connected with quality 

espresso and excellent services for its customers. 

https://assignbuster.com/free-the-globalization-of-starbucks-case-study-
example/



 Free the globalization of starbucks case... – Paper Example Page 7

- One of the strongest focal points Starbucks has is the experience it 

provides to all its customers with the perfectly brewed coffee along with the 

premium music and the warm atmosphere, which brings about exceptional 

customer service. 

- It has the largest coffee-house network in the world. The organization has 

around 20, 000 outlets in 60 different countries of the world. 

- The organization offers its representatives a lot of additional benefits other 

than their pay. The pay rate of this company is also higher than all of its 

competitors. 

- Its most prominent quality is its ability to convey the consistent 

development. The company’s momentum holds on well in the future too, as 

it concentrates on item advancement and the customer reliability programs. 

- Starbucks uses new technology like internet, Digital Network. They want to 

provide a wonderful experience to its customers and this is the excellent way

to strengthen its sales. But the issue is that people do not stay here if people

stay at Starbucks Company for a long time then they buy more beverages, 

food and music from their online stores that they purchase with its Digital 

Network. 

Weaknesses of the Company 
- The cost of the coffee beans has a major influence over the profits of the 

company. The profitability and the cost of its coffee are generally subject to 

the costs of the coffee beans, which cannot be controlled by the company. 

- Starbucks offers extraordinary coffee and customer experience but that 

brings about high cost of its items. 
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- The company persistently gets negative publicity over its poor endeavors of

getting to be greener organization, tax avoidances and poor treatment of a 

few suppliers. 

- The major focus on the fast expansion of the company i. e. 2, 571 outlets 

across the nation in 2007 alone, put the customer satisfaction on a low 

priority status. 

- Regional administrators were not prepared to deal with the expansion of 

the new outlets and correspond with the official supervisors in diverse time 

zones. 

- The company couldn’t comprehend what the customers needed and didn't 

take their ideas and requirements into account when planning stores and 

new beverages. 

External Environment of the Company 
Starbucks fundamentally works and contends in the retail coffee and snack-

store industry. This company has encountered a real stoppage in 2009 

because of the monetary crisis and changing customer requirements, with 

the business income in the US declining by 6. 6% to $25. 9 billion. Before 

this, the business had 10 years of consistent development. Because of the 

financial droop, customers used less on extravagances like dining out, 

deciding to buy low-value things rather than costly espresso drinks because 

of their budgets. 

The business developed at a low annualized development rate of 0. 9% from 

2008 till the year 2013 with current industry income at $29 billion in the US. 

The business is currently estimated to develop at an annualized rate of 3. 9%
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throughout the following five years, with a possibility to reach $35. 1 billion 

revenues in the US. This development would be predominantly determined 

by an enhancing economy, increment in customer loyalty and increased 

offerings in the business. Starbucks dominates the industry with a share of 

36. 7%, Dunkin Brands with 24. 6% and other contenders like McDonalds, 

Costa Coffee, Tim Horton’s etc. 

The business' demand for the Starbucks items is primarily determined by 

various variables which incorporate disposable wage, per capita coffee 

utilization, health attitudes and the pricing of coffee. The world price of 

coffee beans has climbed lately because of their increasing demand request 

in different nations. 

Corporate Level Strategy 
The corporate level method of Starbucks is to completely create itself as the 

main source of the finest coffee in the world, while keeping up their 

standards as they keep on growing. The objective of the company is to 

supply the most astounding standard for its item while maintaining its 

diversity, good working environment and consumer satisfaction. Each 

employee is satisfied with the environment of the company and is furnished 

with numerous profits. As Starbucks secures the finest source and 

continuously includes and changes the items they offer, it maintains their 

assorted qualities and confirmations of the most elevated item standards. 

The organization fulfills the requirements of its customers and gives 

unmatchable services in its segment. Starbucks keeps on being productive 

and live by a strict, moderate development approach. Before setting its 
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sights on further extension of the business, complete domination over the 

business sector is guaranteed by the company. In spite of the fact that it 

might be troublesome and expensive from the start, this procedure has 

given Starbucks the playing point of turning into one of the quickest 

developing organizations in the nation. 

Business Level Strategy 
The business level strategy of Starbucks is similar to the corporate level 

strategy. Since Starbucks is a solitary business organization, it just 

concentrates on the espresso related items and retail outlets. The 

corporation has successfully differentiated itself from all its opponents. This 

level of differentiation would not be conceivable without all the different 

functions of the company cooperating with each other to support their 

business level strategy. Perhaps the most noticeable, customer service is 

most important to the organization, and the staff of the company maintains 

this notoriety. The hierarchical society epitomizes this, and builds a behavior 

control inside the firm. 

Implementation Analysis 
Starbucks utilizes specific structure and control frameworks to actualize its 

business methodologies. The company gives great importance to its 

employees due to which the culture of the company is kept up and it 

prospers. The administration of the company enables its representatives to 

settle on free choices and encourages them to think as being a part of the 

business. Starbucks has stayed away from a progressive hierarchical 

structure and fails to offer any formal authoritative diagram. The 
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organization has multiple divisions with some correspondence among each 

division. Starbucks utilizes its structure and control frameworks to execute 

their methodologies and is presently the biggest café chain on the planet. 

For further development, rather than simply offering the item in its outlets, 

Starbucks could expand the business by supplying the items in super 

markets as well. Other than this, they can further venture into the brewery 

business. In this way, more organizations might bring new items for 

Starbucks, and can even improve Starbuck into turning into one of the best 

organizations in the beverage business. Nonetheless, as the company grows 

further, the corporate and the business strategy and the workforce culture 

must be maintained for success. 
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