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Introduction
With the rapid increase in the globalization of businesses worldwide, marketing research has become a fundamental tool in guiding modern companies looking to explore unknown foreign markets. More precisely, international marketing research allows a company to acquire essential information about the characteristics of potential consumers in foreign countries, which can then be used to guide the company’s expansion into foreign markets (Aaker et al., 2015). For Starbucks, which is a United States-based coffee company looking to establish a new coffee house in China, conducting adequate marketing research will help assess the feasibility of its expansion strategy and provide recommendations for successful establishment. These recommendations, which are encompassed in this report outline Starbucks’ most appropriate target market segments in China, as well as the most suitable city in which the company can test its products. The report also addresses Starbucks’ main competitors in China and how the company will deal with the competition to outclass them, together with how Starbucks’ products will be adapted to the local conditions. Moreover, the report guides Starbucks’ choice of suppliers, their use of indigenous personnel, and choice of the appropriate local and centralized controls, and stipulates the company’s best market entry strategy in China. Finally, the report also highlights Starbucks’ expansion cultural, economic and political risk factors that may be encountered in China and how they can be addressed.
The Primary Target Market Segments
Market segmentation will allow Starbucks to acquire a more in-depth understanding of the Chinese consumers and subsequently identify ways to meet their needs and also predict the changes in these needs. This segmentation will be based on the demographic, geographic, psychographic, and behavioral aspects of the Chinese consumers (Aaker et al., 2015). Since coffee drinking is often perceived as a social event in China, demographic segmentation will be done to target consumers who are young adults (between 20-25 years of age) and teenagers because these two age groups have more active social circles. This segment of customers may also be more conscious of the status associated with purchasing a globally recognized brand of coffee such as Starbucks (Qian & Xing, 2016). Moreover, they are more likely to frequently use digital media and mobile internet, which can be a convenient marketing tool for Starbucks. Similarly, consumers who fall within middle and high-income groups will be targeted because they can easily afford Starbucks coffee. Young families will also be targeted based on demographic segmentation since they have a higher probability of spending time outdoors.
Based on geographic segmentation, consumers from urban centers in China will be more convenient targets. Essentially, the consumers in urban centers are more likely to have a basic knowledge of Starbucks as a brand. Additionally, urban centers have more middle and high-income consumers who may easily accommodate Starbucks coffee prices. In these urban centers, consumers from regions with schools or other learning institutions can be targeted since young adults and teenagers spend more time in these institutions. Similarly, targeting consumers from areas with office buildings can allow Starbucks to capture young adults with office jobs. Since the Chinese often take coffee with other meals, Starbucks can also target consumers from areas with food outlets. Also, consumers from regions that primarily speak the standard Mandarin dialect will be targeted since it is understood in most parts of the country.
Through psychographic and behavioral segmentation, additional target segments can be identified. Psychographic segmentation divides consumers into groups based on factors such as their lifestyle, attitudes, and values. In this instance, Starbucks can target Chinese consumers who enjoy drinking coffee, have an abundant social life, and enjoy activities such as visiting restaurants. Similarly, Chinese consumers who are open to American or international brands can be a suitable target segment for Starbucks since they will be less hesitant to try Starbucks coffee (Qian & Xing, 2016). Based on behavioral segmentation, Starbucks can target consumers who frequently purchase coffee and other caffeinated beverages such as daily. This segment will be more likely to purchase their coffee. Consumers who look to benefit from the social status associated with consuming an international brand such as Starbucks can also be targeted since they will be more likely to purchase Starbucks coffee. Another target segment entails consumers who are health-conscious and therefore value high-quality products since Starbucks products are high-quality.
The Selected City in which Starbucks’ Products Should be Tested
Beijing can provide a suitable location for Starbucks to test its products in China. Typically, the most appropriate location for product testing allows one to access the target market segments. As such, Beijing will be appropriate because the city has experienced a rapid population expansion in recent years compared to other cities, which implies that more of the target population can be accessed. More appropriately, young adults and teenagers form the largest segment of Beijing’s population and have the least mortality rate in recent years, which means that they can be easily reached for testing Starbucks’ products (Han et al., 2018). Additionally, Beijing experiences a high influx of migrants who are typically young adults (Han et al., 2018). Most residents in Beijing also frequently use digital media and technological resources (Zhang and Zhu, 2016). With the exponential economic growth in Beijing in recent years, the average income of individuals in Beijing has steadily increased, such that most of the residents have a middle or high-level income (Han et al., 2018). Therefore, since most of the Beijing residents can afford Starbucks products, the city will be a more convenient location for product testing.
The target consumer segments based on geographic, psychographic, and behavioral characteristics can also be conveniently found in Beijing. The city has numerous learning institutions and office buildings that can allow young adults and teenagers to be accessed by Starbucks. Similarly, Beijing has numerous food outlets typically in malls or other destinations around the city that allow for social events. Moreover, the most common dialect spoken in Beijing is standard Mandarin since the city is in mainland China (Weng, 2018). The majority of the residents in cities such as Beijing are also exposed to Western cultural influence and are therefore more likely to be open to trying Starbucks coffee (Ferreira & Ferreira, 2018). Furthermore, due to increased access to internet resources and information, Beijing residents are more likely to be conscious of their health and, therefore, opt to consume the high-quality coffee that is provided by Starbucks. Additionally, the exposure to information may encourage most Beijing consumers to try out different coffee flavours that are provided by Starbucks as part of self-expression or trying to explore their favourite flavors. Also, since most of the population in Beijing is made up of middle or high-income individuals, they are more likely to be conscious of their social class and therefore benefit from the status associated with consuming an international coffee brand such as Starbucks. Consequently, Beijing will allow Starbucks to access these segments of consumers and therefore provide a convenient location for product testing.
Starbucks’ Competitors in China and How Starbucks Can Gain a Competitive Advantage over Them
Starbucks will encounter various local and international competitors in China. China has experienced an increase in coffee consumption, which has prompted the rise of companies that predominantly offer “instant coffee, ready-to-drink coffee, and fresh ground coffee” (Kumar et al., 2020). Starbucks mainly offers fresh ground coffee and faces competition from firms such as “Costa Coffee, Nestle, Uegeshima Coffee, McCafe, and Pacific Coffee” (Qian & Xing, 2016). However, Luckin coffee may provide the biggest competition for Starbucks in China (Kumar et al., 2020). The company primarily targets middle-class coffee consumers who want top-quality coffee but at lower prices than those of Starbucks and other high-end brands (Kumar et al., 2020). Furthermore, the company has employed technological capabilities that focus on enhancing the accessibility of Luckin’s services and products to their customers through online ordering platforms and delivery services (Kumar et al., 2020). This strategy has enabled Luckin to capture the expanding coffee market in China that is made up of young, tech-savvy individuals (Kumar et al., 2020). Consequently, Starbucks has to identify ways of outclassing the cutthroat competition provided by these companies in China.
To acquire and maintain a competitive advantage over their competitors, Starbucks should take advantage of technological innovations. Such can include applications that allow a customer to make an order through an online platform that provides customers with details regarding all the available products. Furthermore, an instant delivery service should be created to enable Starbucks to deliver the products that have been ordered by its customers. Technological tools can also be used in optimizing Starbucks’ supply chain, such as tracking devices that can monitor the transport of supplies and raw materials. Also, an automated system that sends notifications once the raw materials are depleted will enable the company to better manage its inventory. These technological innovations will allow Starbucks to streamline its operations by saving time and utilizing fewer resources. Furthermore, customers will benefit from the increased convenience due to technological innovations, which will promote customer satisfaction and loyalty as a result.
Starbucks can also focus on incorporating Corporate Social Responsibility into its business model. Fundamentally, corporate social responsibility will entail business practices that acknowledge Starbucks’ legal and ethical obligations to the Chinese community, its stakeholders, and the environment. As such, Starbucks should incorporate the community development objectives in its business strategies to promote the welfare of the surrounding community. Moreover, the company should provide more employment opportunities for local Chinese candidates, as well as identify and support community initiatives that enhance the well-being of the Chinese community. It will also be important for Starbucks to create a fair and favourable work environment for its employees. Besides, Starbucks should prioritize environmental sustainability through methods such as using environmental-friendly manufacturing processes. Additionally, the company should regulate the disposal of its waste material to minimize pollution. These CSR practices will promote the brand image of Starbucks, thereby raising its appeal to potential investors and customers. Additionally, this will enhance customer loyalty since Starbucks customers will be made to feel part of a larger initiative to enhance their community through purchasing Starbucks coffee.
Creating a strong connection with consumers through social network platforms will also enable Starbucks to acquire and maintain a competitive advantage. Since many Chinese individuals use online social networking sites, Starbucks can utilize these sites to strengthen their connection with their customers. This will necessitate maintaining a consistent online presence by creating official pages on platforms such as Facebook and Instagram where they can exchange messages with their customers and provide more information about their products and services. These platforms will also allow customers to provide feedback or criticism regarding Starbucks’ services and products, which the company should imminently respond to. Furthermore, online social networks promote word-of-mouth marketing whereby information regarding Starbucks’ products and initiatives will be spread through informal social exchanges. Ultimately, the company should create an online community of individuals who are interested in the company and are satisfied with the company’s products and services. By maintaining a close connection with its customers, Starbucks will gain a better understanding of their demands and subsequently identify ways in which the company can adequately meet these demands.
How Starbucks’ Products Will Need to be Adapted to the Local Conditions in China
Since coffee is still not widely consumed in China, Starbucks will have to adapt its products to the local conditions in China to enhance acceptance and expand its customer base. Despite the increase in coffee consumption in China, most of the Chinese traditionally prefer tea, and coffee is still not commonplace (Sholihah et al., 2016). Moreover, coffee in China is predominantly perceived as a European or Western beverage that contrasts the traditionally accepted beverages (Sholihah et al., 2016). Starbucks will therefore have to adequately analyze the locally approved tastes and flavours and identify ways of incorporating these tastes into their products (Qiang & Xing, 2016). Subsequently, Starbucks should create indigenous flavours of coffees that can be widely accepted by the Chinese locals such as bubble tea-flavoured coffee (Sholihah et al., 2016). Alternatively, Starbucks can expand its product portfolio to include beverages that are commonly consumed by the Chinese other than coffees, such as different tea flavours and alcoholic beverages (Sholihah et al., 2016). These will promote Starbucks’ allure to their customers by acknowledging their local preferences.
Similarly, Starbucks should match its products with popular cultural themes in China. For instance, beverages such as coffee in China are typically taken alongside meals, and Starbucks should therefore identify ways in which they can pair their products with meals (Qiang & Xing, 2016). Furthermore, the Chinese celebrate various festivals within the year such as the Dragon-Boat festival, and Starbucks should develop coffee flavours that are themed around these festivals (Qiang & Xing, 2016). Moreover, the containers in which Starbucks sells its coffees can be painted with murals and designs that portray the Chinese cultural legacy (Kumar et al., 2020). Similarly, Starbucks products in China should be served in stores that provide substantial open spaces for larger social circles and have decorations that portray the Chinese culture (Kumar et al., 2020). By matching their products with the local Chinese cultural themes, Starbucks will enhance their customers’ experience by forging an emotional attachment with them (Qiang & Xing, 2016).
Choice of Suppliers for the New Stores
To evade the cost of international supply, Starbucks should select local suppliers for their new stores in China. As such, the company will have to agree with local coffee farmers who will offer the main supply of the coffee. Alternatively, Starbucks can purchase land in China on which they will grow their coffee. Similarly, Starbucks can liaise with local manufacturers of the packaging material for their products of setting up their factories. However, Starbucks will have to conduct an adequate analysis of the business strategies of these local suppliers to ensure that they abide by the relevant legal and ethical guidelines. Furthermore, these suppliers have to match Starbucks’ business strategy and prioritize environmental sustainability and other forms of corporate social responsibility such as acknowledging their employees’ rights and needs. By collaborating with other locally established coffee companies, Starbucks can also utilize their suppliers to minimize the costs incurred (Sholihah et al., 2016).
Use of Indigenous Personnel for the Stores and Choice of Local and Centralized Controls
Starbucks’ expansion in China will be more effective if the company utilizes local Chinese personnel in its stores and involve them in its local and centralized controls. The local personnel have a deeper understanding of the local consumers and will therefore provide crucial knowledge about the consumers and how Starbucks can meet their needs. They will be especially important in local control, such as in running the local Starbucks branches in different streets in China (Qiang & Xing, 2016). Additionally, indigenous Chinese individuals can be employed to control Starbucks’ coffee farms in China and other steps in its supply chain. These local controls will be overseen by centralized controls located in major urban centers across China, who will then report to Starbucks management in the United States. These centralized controls will also oversee the opening of local branches in certain locations in China and the development of innovative technologies to meet the Chinese consumer demands.
Market Entry Strategy
Starbucks should opt for a joint venture with some of the local companies to efficiently penetrate the Chinese market. The Chinese are more receptive to local brands compared to foreign ones, and Chinese consumers will therefore be more open to Starbucks coffee if it is associated with a locally accepted company. Furthermore, Western brands in China often have a negative reputation since they are viewed as ruthless capitalists are driven by individualistic motives which go against the Chinese inclination towards collectivism. Furthermore, partnering with local companies through a joint venture will allow Starbucks to assist their partners with additional resources and personnel, which will further promote the image of Starbucks as a company that supports local companies. Accordingly, Starbucks’ reputation may be enhanced by collaborating with local companies through a joint venture.
A joint venture will also be optimal for Starbucks due to the experience and resources provided by local companies. Fundamentally, the locally established companies have a more detailed understanding of the local customers’ needs and factors that influence these needs. Furthermore, these local companies often have established reliable supply chains which Starbucks can utilize to streamline their logistics, supplies, storage, production, and other activities in their operations in China. Likewise, local companies have a well-grounded customer base that Starbucks can benefit from while expanding its brand recognition. Moreover, a joint venture will allow Starbucks to reduce the cost of its operations since they will be shared among the partner companies. Therefore, a joint venture will allow Starbucks to benefit from the facilities and customer knowledge provided by the local partners while minimizing the risk and costs incurred in their operations.
Major Risk Factors for Starbucks’ Establishment in China and their Solutions
Cultural Risk Factors
The cultural risk factors that Starbucks may face in China may primarily stem from ignoring the local culture, traditions, values, and beliefs of the Chinese (Yuan & Ji, 2019). China has more than two dozen ethnic groups, which implies that a non-inclusive workplace may undermine Starbucks’ image and efficiency. Similarly, the Chinese customer base will have a vast array of preferences based on their cultural differences, which may be challenging for Starbucks to encompass effectively. Therefore, Starbucks will have to maintain a diverse workforce in China and establish policies that acknowledge the cultural differences among its employees. Furthermore, Starbucks products and services will have to prioritize diversity to effectively address the cultural needs of their diverse Chinese customer base. The language barrier may also provide a challenge for Starbucks in China, which will necessitate close collaboration with local Chinese speakers. Ultimately, Starbucks will have to conduct adequate research to have a better grasp of the Chinese culture.
Economic Risk Factors
The rapidly growing Chinese market may present various economic risk factors for Starbucks in China. For one, the competition due to the numerous coffee companies in China may undermine Starbucks’ consumer brand loyalty. The additional competition also presents the possibility of companies copying Starbucks’ strategies and initiatives, which may minimize the uniqueness of the Starbucks brand. To overcome the competition, Starbucks will have to utilize innovative technologies to enhance their consumers’ experiences and also adopt corporate social responsibility to stand out from the competition. Additionally, Starbucks’ prices may be unpleasant for most of their customers, especially since most of Starbucks’ competitors offer lower prices for their coffee products. This may be detrimental to the company’s profits and customer satisfaction levels. To address this, Starbucks may have to lower the prices of its products or find ways of cutting costs in its operations, such as by cultivating their coffee in local Chinese farms instead of importing.
Political Risk Factors
The governance and political atmosphere in China will provide various risk factors for Starbucks’ venture. For starters, the inability of the relevant authorities to adequately defend the labor rights and requirements of all the workers in China may provide an undesirable atmosphere for Starbucks’ workers. This is mainly due to insufficient policies and regulations in the country (Yuan & Ji, 2019). To address this, Starbucks should encourage its employees in China to join labor unions and other movements that will advocate for their rights and demands when necessary. Additionally, Starbucks may be forced to work with corrupt local government officials to complete their projects in China, which may worsen the company’s reputation (Yuan & Ji, 2019). To prevent this, Starbucks should avoid associating with corrupt government officials and maintain transparency in their activities. Moreover, the company should avoid associating with certain extreme political factions and movements in China to maintain neutrality.
Conclusion
Therefore, based on marketing research, various recommendations can be used to guide Starbucks’ expansion into the unknown Chinese market. Starbucks should target young Chinese consumers in urban centers who enjoy coffee, have active social circles, and are open to consuming international brands. Since Beijing will allow Starbucks to access these segments of consumers, the city will be appropriate for testing Starbucks’ products. Subsequently, Starbucks should match its products with the locally approved flavours and tastes in China as well as the Chinese cultural themes. Nonetheless, Starbucks should be wary of its main competitors, such as Luckin Coffee, and utilize technological innovation and corporate social responsibility to maintain a competitive advantage. Moreover, the company should utilize local suppliers and indigenous personnel in its new stores and involve them in the local and centralized controls. To enter the Chinese market, a joint venture with locally established companies in China will be more efficient for Starbucks. Still, the company should effectively counter the various economic, cultural, and political risk factors to successfully expand in China.
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