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Executive summary
In this thesis, the luxury coffee company Starbucks has been well described, although many aspects of the company have been left out of consideration in order to keep it relevant and clear. However, while Starbucks has not entered the Netherlands yet, there is much more for the Dutch to learn about the company. Many Dutch people are interested in the cause of the company’s absence in their country. Especially the fact that the Netherlands is a country with a tremendous coffee culture and the earlier opening of a Starbucks coffee roasting plant in Amsterdam has brought more question marks to it. There seems to be enough foothold for the company at first sight, given the fact that Starbucks already has many supporters in the Netherlands, proven by, for example, the online petition set up by a Starbucks fan to bring Starbucks to the Netherlands, which thousands of people signed. Obviously, there is a demand for Starbucks in the Netherlands, which is to be expected from a rich, internationally focused and highly developed country like the Netherlands. Now the question rises: why has Starbucks not yet entered the Dutch market? All this has been an inspiration for this thesis and eventually brought forward the following research question: ”Is the Dutch coffee market ready for Starbucks stores and with which instruments can Starbucks grow in the Dutch market?” In order to answer this question, the company is shortly introduced and analysed with the help of the SWOT-theory. The strengths (like its world famous brand and its effective marketing strategy) against the weaknesses (like its “McDonald’s”-image and its relatively high prices) give insight in the internal environment of Starbucks. Looking at the company’s external environment, one finds opportunities like the high level of the economy of the Netherlands and the international focus of the Dutch. Threats like successful and ambitious competitors and Starbucks’ lack of experience in the Dutch market are important facts to consider. These factors are of influence to Starbucks’ possible strategy to enter the Dutch market. Starbucks’ current entry strategy of just opening stores “where many people are” while, in many cases, keeping them company owned will not be enough to be successful in the Netherlands. In general, the Dutch, with their rich coffee history, are critics concerning their coffee and they like drinking their quality coffee in a cosy environment. People who travel often or work in an international environment already now Starbucks coffee and can appreciate its worldwide image. Others are probably not willing to pay for a relatively expensive cup of coffee in a McDonald’s concept, different from the authentic coffee shop “around the corner”. 
Concluding my findings in this thesis I would answer the research question as follows: The Dutch coffee market is indeed ready for Starbucks stores and the company will have a good chance of success if it can partially adapt to the Dutch coffee culture. The company will surely attract many customers at large (tourist) city centres like Amsterdam, The Hague, Rotterdam, Utrecht and transportation hubs like Schiphol Airport, Amsterdam Central Station and Utrecht Central Station. These places have an international character and boasts of people who are open to innovative products in a trendy environment and are willing to pay extra for it. The company’s lack of experience in the Netherlands should be compensated by the cooperation with established organisations via joint venture-constructions. Starbucks should not try, in any case, to aggressively compete with the common and typical Dutch coffee shops, because the authentic Dutch coffee culture will always maintain its popularity.
Preface

During an exchange program in Bangkok, Thailand, organised by The Hague School of European Studies in 2005, I visited a Starbucks coffee store for the first time, although I was already familiar with its brand name and its concept. Being a Dutchman, I am used to the high standards of coffee in the Netherlands and my first experience at Starbucks honestly was not a positive one. In my opinion the coffee was of mediocre quality despite its high price. Although Starbucks did not match my expectations, I liked the format of the store and the variety of products. I tasted many different blends of coffee and tried Starbucks “Frapuccino”, an iced coffee drink. Moreover, in every Starbucks store you could use a wireless internet connection with your laptop. With a Starbucks coffee store in nearly every area of Bangkok, I grew to like it more and visited stores more often. Back in The Netherlands I search for Starbucks stores and news about Starbucks in the Netherlands, but the company did not show the intention of opening stores in this country. The internet is an often used medium for Starbucks fans from the Netherlands to complain about the absence of Starbucks in their country. Also having asked many people in my environment, it is clear to me that I am not the only person wondering why Starbucks has not entered the Netherlands yet, while it seems obvious that there is enough reason for the company to do so. This issue has been the inspiration for the choice of this subject for my thesis, because it is relevant to our current dynamic society. The Netherlands is a highly developed and internationally focused country in which people are willing to pay for innovative luxury products. 

At the time of writing, during my traineeship in China, I found out that Starbucks announced to open a store at Schiphol Airport on June 25th. Although this coincidence might affect the relevancy of this thesis in the future, it is still an interesting question what strategy Starbucks has followed to entry the Dutch market. In this thesis I have tried to analyse this by reflecting it to the company’s environment and its current strategies.

In this preface I would like to take the opportunity to thank Mr. Kandou, my thesis mentor, and Mrs. Ariëns for her help getting started. I would also like to thank Ms. Manders of Schiphol Airport for taking the time to give her assistance.
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1. Introduction
1.1 Objective

Starbucks is a well known American coffee company which has its name connected to over 12,000 stores in 37 countries (Starbucks, 2007, “company fact sheet”, p.1) and is still growing, all over the world.  Starbucks has developed a good image in countries where coffee was not even an established product before. Obviously, the company answers to the worldwide demand for the Starbucks concept. 
Considering this, it is odd to conclude that Starbucks has not yet opened a store in the Netherlands, historically a country with a high rate of coffee consumption (see chapter 2, “Coffee in the Netherlands”); especially given the fact that Starbucks now has a roasting plant in Amsterdam. The demand for stores with a Starbucks-related concept is growing and, for example, Douwe Egberts, a respected Dutch coffee company has already opened several stores where people can drink their personal favourite coffee in a nice environment. Moreover, a Dutch Starbucks supporter, Johan Huizinga, has started an online petition for people to sign if they wanted a Starbucks store in the Netherlands. The list with over 4,000 names received publicity and was eventually sent to Starbucks Head Quarters, with no result yet.
Considering the success of the concept in the Netherlands, and the fact that many Dutch coffee consumers are aware of the existence and image of Starbucks, the following research question rises: ”Is the Dutch coffee market ready for Starbucks stores and with which instruments can Starbucks grow in the Dutch market?”

1.2 Problem Statement

To give an answer to the research question above, it is necessary to first explain the problem in the following Problem Statement:

“What strategy does Starbucks Coffee Company use to open stores in a new country, and to what extend is this strategy applicable in the Netherlands?”
To further provide information, I will answer the following sub questions:
· What is Starbucks Coffee Company?

· What is their target group?
· What are the current location demands of the company?
· Why has Starbucks not yet penetrated the Dutch market?
· What are possible competitors at the Dutch market?
· What is the best strategy for Starbucks to enter the Dutch market?
1.3 Research Methods

After formulating the research question and the problem statements with its sub questions, a broad range of sources will be consulted and filtered, in order to select the most relevant information to use in this report. This range of sources consists of websites, literature and articles from relevant sources. The acquired information about Starbucks and the Dutch market will be tested and used with the help of several theory models. Also, I will visit as many competitive stores as possible, to make a realistic comparison between the various “translations” of the Starbucks concept. This will be done through interviews with employees and managers and through observation of the stores by me.
2. Coffee
The product

Coffee, produced out of coffee beans, is a hot drink which is often consumed in social environments, like when visiting people, when going out shopping or just to catch a private moment during a break. Also, coffee is used as a stimulating factor when one needs to perform better. The stimulating and other positive effect of coffee are proved by several studies (Positively Coffee, 2007, “Coffee and Mental Performance”, para. 10).
History

Coffee has been a luxury drinking product since ages and it still is nowadays. It is an important product for the world economy, and it is a very valuable product in world trade. Coffee originally was found in Ethiopia and first cultivated in Yemen. In time, coffee exchange expanded in Asia, America and Europe. A nice detail is that coffee was introduced in Europe at a large scale by the Dutch who were the main suppliers of the product. Also, the Dutch were the first to start the spread of the coffee plant in Asia and Central- and South America (International Coffee Organization [ICO] 2007, “The Story of Coffee”).
Coffee throughout the world

In 2005/2006, the estimated world production was 111.5 million bale (1 bale = 60 KG). Coffee is produced in many countries in Asia, the Americas and Africa. The main countries of production are Brazil, Colombia and Vietnam. The demand for coffee in the world is growing every year.  The supplying countries are participating to this trend. Considering favourable weather conditions, in 2007 the expected amount of coffee supply is about 120 million bale, which could lead to a surplus. In 2006, the demand was higher than the supply, which led to a growth of the price of coffee. Although the coffee industry is doing well, the international coffee associations strive for a healthy balance of supply and demand to prevent over production and to keep the price stable.
Coffee throughout Europe
Also in Europe the demand for coffee is growing smoothly, though not fast enough considered by coffee organisations. In Western Europe, the ICO (international Coffee Organisation) stimulates coffee consumption by introducing several programmes like the Positively Coffee Programme and the Health Care Professions Coffee Education Programme, in which the positive effects of coffee are being promoted to the people (Vereniging van Nederlandse Koffiebranders en Theepakkers [VNKT], 2005, “Annual Report”, p.8).

Coffee in the Netherlands

Coffee consuming in the Netherlands is big business. In 2005, the Netherlands imported almost 150.000 tons, still growing every year although the consumption rate fluctuates.  The average Dutch person drinks 145 liter (= 7 kg) on a yearly basis, which equals 3.2 cups of coffee per person, per day. This takes the Netherlands to the 7th position on the world list. Only people in Scandinavia, Denmark, Austria and Switzerland drink more coffee (Vereniging van Nederlandse Koffiebranders en Theepakkers [VNKT], 2005, “Annual Report”, p.11). Anticipating on these facts, a growing amount of coffee stores are opening their doors, thereby stimulating people to drink their coffee outdoors. 
3. Company description
Starbucks Coffee Company, named after the first mate in Herman Melville’s Moby Dick, was founded in 1971 by Howard Schultz, who opened his first store in Seattle's Pike Place Market in 1982, after providing coffee for several restaurants and bars. Through the years, the company has built up its amount of retail outlets, also beyond the borders of the United States. Starbucks has now become the world’s most famous brand in the specialty coffee retailer market, providing quality products en services. Worldwide, Starbucks has over 12,000 outlets in 37 countries, of which over 7000 are company operated (the rest is through licensing and joint ventures). In the long term, the company strives for 30,000 selling points which will bring Starbucks near the level of McDonald’s.

Starbucks’ core business consists of coffee and tea products in all sorts and sizes, but it also provides special services for its customers, like wireless internet (in cooperation with T-mobile). The company has added much more to its range of products to serve the customer even more; people can now buy brewing equipment, merchandise, books, music and even films at their nearest Starbucks. 
All this has helped contributing to the fact that Starbucks is more than a coffee store; it is a lifestyle. Visiting Starbucks has become trendy, all over the world.

“You get more than the finest coffee when you visit a Starbucks—you get great people, first-rate music and a comfortable and upbeat meeting place,” (Howard Schultz, Chairman Starbucks Coffee Company) 

3.1 Mission statement

The mission statement of Starbucks is: 
“To establish Starbucks as the premier purveyor of the finest coffee in the world while maintaining our uncompromising principles while we grow” (Starbucks, 2007, “Mission Statement”).

The following six guiding principles will help us measure the appropriateness of Starbuck decisions (Starbucks, 2007, “Mission Statement”):

· Provide a great work environment and treat each other with respect and dignity.
· Embrace diversity as an essential component in the way we do business.
· Apply the highest standards of excellence to the purchasing, roasting and fresh delivery of our coffee.
· Develop enthusiastically satisfied customers all of the time.
· Contribute positively to our communities and our environment.
· Recognize that profitability is essential to our future success.
3.2 Product portfolio

Starbucks offers customers whole bean coffees as well as fresh, rich-brewed coffees, Italian-style espressos, cold blended beverages, a broad selection of teas, sodas, juices, several pastries, coffee related accessories and equipment, Starbucks merchandise, and a selection of CD’s, games, books and even DVDs. Each Starbucks store adjusts its product mix depending upon the size of the store and its location. Larger stores carry a broader selection than small stores. During fiscal year 2005, the Company’s retail sales mix by product type was approximately 77 percent beverages, 15 percent food items, 4 percent whole bean coffees and 4 percent coffee-making equipment and accessories. In addition, Starbucks sells coffee and tea products through other channels of distribution. These non-retail channels are known to Starbucks as “Specialty Operations.” Starbucks Specialty Operations strive to develop the Starbucks brand outside the Company-operated retail stores through a number of channels. For example, the company produces and sells bottled “Frappuccino” and Starbucks “DoubleShot” coffee drinks and a line of premium ice creams, through certain of its equity investees. (for more information about Starbucks’ strategies, see chapter “Starbucks’ current entry strategy”, page 14)
3.3 Market

Starbucks plays a significant role in the coffee-to-go and the coffee-to-stay market. Coffee-to-go means that people can take their coffee-purchase with them in a paper cup. Coffee-to-stay means that people can enjoy their drinks, presented in glass or china, in the store (Gordts, 2006, p.60). Although both markets are (partly) covered, Starbucks aims its activities especially at the coffee-to-stay market. The consumer group of Starbucks is very diverse, because the products of Starbucks are easily available and interesting for almost all kinds of people. For young people, with or without a lack of financial means, the image of the product often weighs heavier than the price. Elderly with enough money and spare time tend to interrupt a day of sightseeing with a nice cup of coffee. High-educated people and students are known for their will to spend money on new products and their critical view on the quality of a product. As well as locals who like to find themselves drinking coffee at Starbucks during their shopping, travellers from abroad enjoy taking a break from city-touring at a familiar coffee store. Basically, people from every layer of society are possible Starbucks customers. Though, specialty coffee stays a luxury product, and therefore aimed at people with an average to high income level.
4. Internal Analysis

The internal analysis focuses on the internal factors that characterize the organisation; its purpose is to attain insight in the success-increasing factors and the value-decreasing factors in this specific organisation. This is done with the help of a SWOT-analysis. A “SWOT” gives insight in the strategy choice and development (Veldman, 2004, p.291). In this case, with Starbucks Coffee Company, the SWOT-analysis focuses on the export policy towards the Netherlands. 

The first part of the SWOT-analysis (SW) determines the strengths and weaknesses of the following company aspects: 
· The organizational structure
· The product


· The financial situation
4.1 Organisational structure

The organizational structure gives an overview on the different levels of an organization; this is often shown with an organizational chart. At Starbucks though, this is different; Starbucks has avoided a hierarchical organizational structure and has no formal organizational chart. Starbucks believes that its employees are one of the most important assets and in Starbucks’ company language an employee is called a partner.
The different corporate levels of Starbucks can be described as the following:
The strategic planning is done by the board of directors which represents the top level of Starbucks’ corporate governance and is formed by 12 members from Starbucks corporation and other major companies. The Board is responsible for overseeing the exercise of corporate powers and ensuring that the Company’s business and affairs are managed to meet its stated goals and objectives. Strategic planning involves organizational objectives, fundamental strategies, and long term planning and is also done by the board of senior officers. This board is divided in different company-components like management, marketing, finance, new markets, Starbucks Entertainment, store development, etc.
The tactical planning is supervised by the senior officers and managers of middle management level at the strategic business units (SBU’s). 

The operational planning is done by the supervisory management, for example, at Starbucks stores. 
The company has a relatively flat organisation structure, in which employees (partners) have a considerably involvement.

Starbucks is a polycentric organization. This means that there is more than one head-office or head-quarters. The “home” of Starbucks is considered to be the US headquarters in Seattle. The headquarters for Europe, Middle East and Asia is located in Amsterdam, the Netherlands. 

4.2 Product 

Image
The image of the product “Starbucks” is already worldwide recognized everywhere in the world. Because of the ever-growing amount of outlets throughout the world, as well as the ever-growing and innovating product portfolio, the company stays ahead of their competitors and keeps building its positive image. Also, with its emphasis on social responsibility, Starbucks has a “corporate social responsibility annual report” with information about the company’s policy towards fair-trade, community interest and the environment. All this should contribute to the good image: it is accepted and even popular to visit Starbucks.
Quality
Although the current trend at Starbucks is to shorten the waiting time of a customer in a store, the quality is still an important issue for the company. To justify the reasonably high prices of Starbucks products, the company simply must strive for high quality. This is also directly connected with the Starbucks image. Quality comes from the ingredients (exclusively grown coffee beans), the way of crafting and customer service. Three aspects of what Starbucks values highly.
Innovation
Innovation is an important factor in the success of the Starbucks brand. Not only is the company continuously exploring new products, store concepts and facilities and services, it is also innovating in terms of social responsibility.  The company was the first in its business to actively lead and participate in several community and environment programs.

Consumers’ motives

Consumers of Starbucks are attracted by the concept of Starbucks, with its broad range of exclusive products. Basically, a Starbucks customer wants to enjoy the combination of the image, the quality and the innovation of the Starbucks brand.

4.3 Financial Situation 

Because of the character of this report it seems irrelevant to thoroughly discuss the complete financial history of Starbucks. Though, it is important to mention that the company has generally been at a financial upward movement since its foundation in the 70’s. For the most recent period the following image shows the financial highlights of the past 6 years:
[image: image1.emf]
Figure 4: Financial statistics Starbucks 2000-2005 (Starbucks, 2006, “Annual report” p.16)
· Figure 4 clearly describes the ongoing growth at every financial aspect of the company, during the last 6 years before 2006.
At the end of 2006, the company mentioned the following financial highlights (Starbucks, 2006, “Annual report” p.58):
· A record worldwide store openings of 2,199 in 2006
· Consolidated net revenues of $7.8 billion for the full fiscal year, an increase of 22 percent compared with 2005

· 2006 net earnings of $564 million, compared to $494 million in fiscal year 2005

Starbucks has a positive financial situation and the prospects for next years are promising as well. It needs no questioning that Starbucks is capable of entering new markets.
4.4 Conclusion internal analysis
With the above information about Starbucks and its relevant aspects, it is possible to define the strengths and weaknesses of the company. This represents the “SW” part of the SWOT-analysis.
Strenghts
· Outstandingly complete and attractive website
· Clear organizational structure
· Positive working environment due to the company’s emphasis on the importance of employees (partners)
· Worldwide recognition and positive reputation
· Highly innovating range of qualitative products and services
· Strong and flourishing financial situation
Weaknesses

· Relatively high prices of products
· Due to the extension of the product/service portfolio, the company gets further away from its initial core-concept Starbucks is sometimes described as the “McDonald’s of coffee”
5. Starbucks’ current entry strategy

The Company’s objective is to establish Starbucks as a worldwide respected brand. To achieve this goal, the Company plans to continue rapid expansion of its retail operations, grow its Specialty Operations and selectively pursue other opportunities to leverage the Starbucks brand through the introduction of new products and the development of new distribution channels. How does the company plan these activities? In this chapter, Starbucks’ policy towards entry strategies in new markets is described in terms of choice of location, criteria, growth strategies, distribution and its entry strategy in practice.
5.1 In theory

Choice of location
When considering a possible location, Starbucks basically looks out for “places with many people”, where people work, travel, shop and dine; for example: shopping malls, airports, train stations, business areas, etc. The range of products is eventually customized, to adapt itself to the local taste.
Criteria 
Starbucks has developed certain demands to which potential joint-venture partners and licensees have to answer. The strength of each quality below will give Starbucks insight in the actual potential. The following criteria are used (Starbucks, 2007, “Starbucks Coffee International, para. 2):
· Compatible values, philosophy & group culture

· Store design & construction expertise

· Access to desirable real estate

· Public relations experience & market contacts

· Detailed knowledge of local culture & consumer

· Knowledge of local business practices

· Supply chain management expertise

· Food & beverage expertise

· Key functional areas of experience (tax, legal, store design, operations, etc.)

· Commitment to learning at all levels of the organization

· Financial resources
· Information & communication technology
· Multi-unit, branded retail or Food & beverage experience

· Merchandising success
· Established human resource policies

Strategies

From the past until today, Starbucks has implemented diverse business strategies to stay ahead of its competitors and to keep innovating towards consumers. This can be described with the help of the Ansoff growth model (Alsem, 2000, p. 72). Starbucks has the following growth strategies:
Market Penetration: 

· Starbucks adapts products to local taste

· Links Starbucks logo to customer satisfaction

· Convenient access, open late night

Market Development:

· International Expansion

· Supplies specialty coffee to supermarkets

Product Development:
· Increase in food sales and non-coffee sales

· Joint Ventures

Diversification:
· Launch new products (Frappuccino etc.) 
Distribution 

The entry strategy is often translated in the distribution policy, because it describes how the products are being spread and through which channel (Veldman, 2004, p. 231).
As mentioned before, Starbucks has many company-operated stores. In addition, the company has in time made several arrangements for distribution channels, like business Alliances, licensing agreements, joint ventures and interactive operations.
5.2 In Practice
Because of the dominating position in its line of business, Starbucks is often criticized for its “dubious” ways of entering a new market. In practise, Starbucks’ market-entry strategy would mean that it involves finding a market’s leading independent coffee shop at first, and then going to the landlord of that coffee shop and buying the lease out from under them, replacing the shop with a Starbucks. If Starbucks cannot buy the lease, Starbucks will open several establishments around the shop and heavily promote to draw the crowd. The entry-strategy is efficient and effective, but also questionably in terms of fair business; Starbucks has the advantage of its near-monopolistic status. 
5.3 Starbucks’ absence in the Netherlands
Although, at first sight, the Netherlands fits in the Starbucks entry strategy as described above, the company has still not opened one single public Starbucks store in the country. The internet provides several discussions concerning Starbucks’ absence in the Netherlands. Because spokesmen of Starbucks do not offer any explanations for it, different speculations now circulate the web (NRC Handelsblad, 2006, p.12). The one says that Starbucks does not open a store because of a ‘gentlemen’s agreement’ with Sara Lee, the company that owns Douwe Egberts Koffie. The other states that Starbucks simply cannot find suitable A-locations in the Netherlands. Also, many people share the opinion that Starbucks’ concept just could not work because of the existing Dutch coffee culture in which people enjoy a simple cup of coffee in an authentic and cosy coffee shop, other than the well known Starbucks stores. According to Carijn Manders, Manager Business Development Schiphol Airport, Starbucks did not enter the Dutch market before, because of their efforts to enter other European countries (Manders, 2007).
6. External analysis
At this chapter the external environment of Starbucks is being described. For this report only the external analysis of the Netherlands is relevant, because this thesis is about Starbucks’ entry in the Dutch market. External factors which can have an influence on the success of Starbucks entering the Netherlands are the branch, the competitors, the consumers and the distribution possibilities. The exploration of the Dutch market is meant to give information about the market potential of the Netherlands (Veldman, 2004, p.175).

6.1 Branch analysis

The branch analysis gives insight in different factors of the market which can be divided in macro-environment factors (DESTEP) and Porter’s Five Forces model. 

Macro-environment
With the help of a DESTEP-analysis one can get an overview of the external environment and its developments. DESTEP stands for: demographically, economic, social/cultural, technological, ecological and political
Demographical aspects

The Netherlands is a relatively small country with a relatively high population. It has the ninth-largest population in Europe, with about 16.3 million people. It is slightly growing every year, but, because of the high emigration rate, the population growth will decrease and the aging of population will increase. The greatest part of the population lives and works in the western part of the Netherlands (over 7.6 million people) (Centraal bureau voor de Statistiek [CBS], 2006, “Inwoners Stedelijk en Landelijk Gebied”). Although the growing aging of population is a negative effect for Starbucks, the density of population is the second-highest in Europe, which could be an attractive stat for the company. 
Economic aspects
The Netherlands has always been looked upon as being a wealthy country with high potential for foreign investors. The structure of the Dutch economy is characterised as “open” and “outward-looking”. This can be seen in the rates of export and import of goods and services, which together account for over 60 percent of GDP. Since mid-2004, the Dutch economy has had bad times and showed only modest growth in the following year 2005. Economic growth is still substantially below the potential, but since 2006, the economy is growing as well as consumer- and producer confidence (Siddiqui, 2006, “Healthy and Structural Growth of Dutch Economy”). In 2006, Dutch households spent considerably more than one year previously. Consumer spending grew 3.5 percent and people spent more money on durable goods. Household spending on food, drinks and tobacco increased distinctly (3.6 percent) compared to the previous year. Dutch households also spent more on recreation, hotels and restaurants. This trend of growing confidence in the economy is expected to proceed, which is a good sign for producers of luxury products (Centraal bureau voor de Statistiek [CBS], 2006, “Consumentenvertrouwen”).
Social/ cultural aspects
The Dutch are known as enthusiastic coffee drinkers; coffee is the second-most consumed drink in the Netherlands, after tap water. People take their time to drink coffee, because often it is a social activity. This is part of the Dutch culture and can be observed in leisure time and during work. Drinking coffee is an accepted form of relaxation and social conduct. Although, the Dutch often consume coffee in-doors (70 percent), rather than out-doors (30 percent), they like visiting restaurants or coffee bars to enjoy more luxury (Vereniging van Nederlandse Koffiebranders en Theepakkers [VNKT], 2005, “Annual Report”, p.10).
Technological aspects
To make a cup of coffee is not a matter of “putting the kettle on” anymore. Advanced technologies and innovations have now entered the coffee-lovers’ households too. People are able to buy luxury, easy-to-handle espresso machines with a wide range of accessories. Starbucks has followed this trend by selling luxury coffee equipment in its stores. 

Ecological aspects
The climate of the Netherlands is variable and changeable from day to day. This can hardly cause any problems to the success of coffee stores. Moreover, a short shower could only lead people towards the nearest Starbucks to find cover and at the same time enjoy a beverage or snack. All of the ecological conditions needed to cultivate coffee are of inferior importance to the Netherlands, because coffee is imported from elsewhere anyway.
Political aspects
The Netherlands has a stable political and social situation. With its European Union membership, the country is part of a large world power. This has certain advantages, like the use of the internationally strong Euro and the lack of trade barriers. Basically, import and export have become less complicated (Starbucks would not have any problems concerning export at all, because of its roasting plant in Amsterdam). Also, the Dutch ways of social conduct and doing business can well be compared to those of the United States, the home of Starbucks. 
Porter’s Five Forces model
The Five Forces model of Michael Porter illustrates the competitive forces in the environment of the company. This model describes the force of competitors, substitute products, suppliers, consumers, and potential new entrants in the market (Veldman, 2004, p.212).

Figure 6.1: Porter’s Five Forces model
Competitors 
The threat of competitors is to be taken into account. Various players in the Dutch coffee-to-stay market are locally acknowledged and some of them are ambitious to expand their business through the Netherlands. Considering competition, Starbucks has an advantage with its worldwide image. Moreover, many competitors have copied the essential Starbucks concept. The entry of Starbucks in the Dutch market therefore means the entry of “the real thing”; something many people could appreciate.

Potential new entrants

Not only do the existing competitors pose a threat to Starbucks. The potential new entrants in the coffee-to-stay market could have a certain influence on the success of Starbucks as well. Companies like “Coffee-star”, “Piacetto” and “Espressamente” are planning to explore the Dutch market after opening their first (few) stores (Gordts, 2006, p.60). With the new entrants and the current players in the Dutch market, there is a good chance that competition will be strong and eventually lead to a “survival of the fittest” scenario.

Substitutes
The most important substitute for the concept of Starbucks is the old fashioned coffee house, which can be found throughout the country.  It may not offer the same range of products and it may not have the same world famous image, but it is a familiar place to go for a “cosy” cup of coffee. Another substitute for a visit to Starbucks is the espresso machine, with which people can make their own favourite coffee in their own home. Nowadays, various, easy-to-handle coffee machines are available for everyone, for example, the ”Senseo” by Douwe Egberts and Philips. With the broad variety of possibilities and flavours, people do not have to leave their houses to enjoy a peaceful moment with their personally customized coffee. 
Suppliers
The threat of suppliers is insignificant, because Starbucks already has a roasting plant and support centre in Amsterdam. Therefore, Starbucks uses only its own supply of products and services needed to keep stores in business. 
Consumers
The demand for luxury coffee products is growing in the Netherlands. New entrants in the market are testing their luck, and current players are doing business quite well. Suppose this trend proceeds, the power of consumers will increase every year, because there will simply be more options to choose from. Therefore, the power of consumers is significant.


6.2 Competitor analysis
The coffee-to-stay concept has become popular in the Netherlands, and if Starbucks would decide to enter the Dutch market, it will not be the only player in its market. Various companies have planned to attain their shares in this potentially successful market. To decide which players Starbucks has to be aware of, it is important to analyze the competition.
Who are the competitors?
There are many different “coffee houses” throughout the country, which provide people with hot beverages, food-items and a cosy or trendy atmosphere. However, not every coffee house offers the concept which Starbucks’ consumers wish for. This does not mean that a traditional Dutch coffee house cannot cause a potential threat as a competitor. Companies in the Netherlands which follow the coffee-to-stay concept, can all be considered potential competitors. 

These are (Gordts, 2006, p.60):
Bagels & Beans, market leader with 26 stores throughout the country

Café DE, Sara Lee’s coffee-stores
Espressamente , a concept of Illy (Italy), which emphasizes on Quality coffee
Piacetto, a concept of the large company Tchibo (Germany)

Coffee Company, originally a Dutch concept; now supported by Mexx founder
The common Dutch, non-franchised, coffee houses in the large cities
These competitors are tested in the analysis model in figure 6.2. In this model, each competitor will get a score for certain important aspects of business. These are: 


Image (the image of the company / brand in the Netherlands)

Products (the diversity and exclusiveness of range of products)
Quality (level of product quality)
Price (the attractiveness of the price-level of the products)
Facilities (the diversity of store facilities (internet, merchandise, coffee-to-go, etc.))
Size (the amount of stores in the Netherlands in 2006)
Ambition (the plans and possibilities for the company to expand in the Netherlands)
The percentages stand for the weight of each aspect and the numbers stand for the score per aspect, per company. The companies get credits from 1 (bad) to 4 (good).

The provided scores in the table below were affected by my own findings, by visiting the websites of each Company and, where possible, visiting the company stores as well. Of course, quality of coffee can be perceived differently; therefore I rated the quality in proportion to a company’s emphasis on coffee quality. For example, Espressamente claims to have coffee brewed by master-brewers from an Italian “coffee university”, whereas Bagels & Beans focuses more on food and store atmosphere.

	 
	Image

25 %
	Quality

20 %
	Price

15 %
	Products

15%
	Facilities

15%
	Size

10%
	Ambition

10 %
	Totals

	Starbucks
	4  (100)
	4  (80)
	2   (30)
	4   (60)
	4   (60)
	-
	-
	330

	Bagels & Beans
	3  (75)
	3  (60)
	3   (45)
	4   (60)
	3   (45)
	4  (40)
	3   (30)
	355

	Café DE
	2  (50)
	3  (60)
	3   (45)
	3   (45)
	2   (30)
	3  (30)
	3   (30)
	290

	Espressamente
	1   (25)
	4  (80)
	1   (15)
	2   (30)
	2   (30)
	1  (10)
	2   (20)
	210

	Piacetto
	1   (25)
	4  (80)
	1   (15)
	2   (30)
	2   (30)
	1  (10)
	2   (20)
	210

	Coffee Company
	3   (75)
	3  (60)
	2   (30)
	3   (45)
	2   (30)
	2  (20)
	4   (40)
	300

	Common Dutch coffee houses
	4   (100)
	3  (60)
	4   (60)
	2   (30)
	1   (15)
	4  (40)
	3   (30)
	335


Figure 6.2: Competitor score table

Conclusion competitor analysis

In reference to the above table (which of course can not precisely cover all criteria), the main potential competitors are: Bagels & Beans, Coffee Company and the common Dutch coffeehouses throughout the country. These stores have a well established image and provide a good value for money, something which is important in Dutch culture in order to attract as many people as possible. The three potential competitors all have completely different concepts, but these concepts could just as well be the profitable qualities that could form a potential threat to the entrance of Starbucks in the Dutch market. 
6.3 Consumer analysis
To estimate Starbucks’ success in the Netherlands, it is important to find out which Dutch people are potential Starbucks- consumers. Therefore, a profile of the typical Dutch Starbucks customer has to be formed.
Market segmentation

This can be done with the help of market segmentation, in which the total market is divided into different segments to decide what characteristics this typical Starbucks customer has. With this information, the company eventually knows which people to find, where to find them and how to attract them to Starbucks. In this thesis, segmentation will be based on a combination of demographical, psycho-graphical, behavioural and geographical criteria (Verhage, 2004, p.199).
Demographical criteria

In the Netherlands, outdoor coffee consumption is popular, but more expensive than indoors. Generally, people of middle and upper level income can afford luxury outdoor coffee. Also students with a low income, but expected bright future are willing to pay a higher price. From teenager to senior, from working class to CEO, male or female, almost every person with a suited income is a potential consumer of Starbucks. However, in the following criteria, this broad, diverse group will be reduced to closer specifications.
Psycho-graphical criteria
A Starbucks customer stands in the middle of the ever changing society with self conscience and self confidence. This person considers him- or herself a dynamic person with an eye for trends and taste and is willing to pay extra for something which fits this image. In the Netherlands, these people can be found under students, (young) urban professionals, tourists and modern-thinking (retired) seniors; all higher educated. When implementing benefit segmentation, people can be divided in groups in which people share certain product advantages. For Starbucks, these are: convenience, variety, exclusiveness, quality and social status. Dutch people who are more interested in drinking their good old cup of coffee in an old fashioned, low profile coffee house with a familiar menu, will not be attracted by Starbucks. People who like to try new tastes, who like to be given a wide range of possibilities and who like to be seen in a dynamic, international environment, will not choose the coffee house at the corner; they will choose Starbucks.

Behavioural criteria
Because Starbucks does not yet have a public store in the Netherlands, it is difficult to mention brand loyalty. Only people who have visited a Starbucks store abroad are able to judge Starbucks from own experience. Therefore, people who have gone abroad and became Starbucks-lovers will not hesitate to let their brand loyalty lead them to Starbucks in the Netherlands. This also counts for people from abroad, like “expats” (ex-patriots) or tourists. Starbucks is a worldwide acknowledged company of which many Dutch people will have heard of. Nevertheless, there are still many people in the Netherlands who are unfamiliar with the Starbucks brand. Considering people with no “Starbucks-experience”, it is important to question their will to purchase a Starbucks product. In the Netherlands, people willing to try new things without arguing the price are, again, well-educated people with relative high incomes. An important factor for people in this group is the time and will to visit their nearest Starbucks store.

Geographical criteria

As mentioned before, the Netherlands is a country with a long history of coffee consumption. Coffee is being consumed at a high rate throughout the country. However, potential consumers of Starbucks (as described in the other criteria) are to be found in the large cities of the Netherlands, because large cities are crowded, easy to reach and packed with shopping and business facilities.  The following cities are in this case relevant: Amsterdam, Rotterdam, Haarlem, The Hague, Utrecht, Eindhoven, Groningen, Arnhem and Nijmegen. These are the places with a high rate of urbanization, where large amounts of people work and study. These are also the places that are most visited by tourists.  However, the ideal place for Starbucks to find their potential customers would be Schiphol, the main airport of the Netherlands and a large transportation hub, centrally located in the country. 
Conclusion consumer analysis 

Considering the different criteria described above, the consumers at whom Starbucks has to focus on carry the following profile:
High educated people with above the average incomes, studying, visiting, living or working in large cities.

This profile covers the following consumer groups:

(young) urban professionals
· “trendy” retired people with money and spare time
· students

· tourists

· expats in the Netherlands

6.4 Distribution analysis

Today, Starbucks has a large amount of stores throughout the world. The policies of the company towards the usage of its brand are quite clear; the company does not work with franchises but, in many cases, it finances its development with its own money. For their international operations, Starbucks currently uses three business strategies: joint ventures, licenses, and company-owned operations (Starbucks, 2007, “Investors FAQ”, para.1).
Licenses:

Starbucks has debated for a while now, whether to enter the Dutch market. Because the reason of its absence is still in question, one can presume that Starbucks’ management has the opinion that the foothold in The Netherlands is still not strong enough. When Starbucks would take the next step in the Netherlands, it will for certainly not give the responsibility out of hands to any company. Only in cooperation with a company that already worked together with Starbucks, licensing would be an option.
Joint Ventures:

Because of the popularity of coffee in the Netherlands, there are many large chain- organisations like hotels and department stores or large HoReCa-management companies that know how to handle the marketing of a coffee company. Their know-how of market segmentation, locations, people’s interests and likings make these companies suitable business parties for a company with little experience in the Netherlands, like Starbucks. A Joint Venture with one of these big chain companies is therefore a likely scenario for Starbucks.
Company owned operations:

While Starbucks Company hardly has the  suitable experience in the Netherlands, it will be a safer and more logical choice not to open stores under its own management, but rather with the help of large corporations with the necessary know-how of the Dutch coffee market (see ‘Joint Ventures’ above).

Physical distribution

The physical distribution of Starbucks products to the potential store locations can be relatively easy, with the Starbucks coffee roasting plant being located in Amsterdam. Every spot in the Netherlands is well accessible from this plant by an efficient road and train network. 
6.5 Starbucks’ critical environment

Being a major worldwide corporation Starbucks is subject to many critical opinions from different corners of society. There have been many complaints about Starbucks leaving small coffee store-owners no choice but to give in to Starbucks and close their shops. Also, Starbucks is being accused of even cannibalising its own stores, just to be sure to ‘own’ a certain area. Therefore, Starbucks is seen many times as a company that plays a monopolistic role in the market (Everything2, 2004, “Starbucks”, para.3). Another issue chasing Starbucks is the question if the company is socially responsible enough. Hundreds of struggling coffee-farms could be helped by cooperating with the giant coffee provider, but it has been often questioned whether Starbucks is to demanding about its coffee. The company sets standards to its coffee which most farmers can not live up to. 
Starbucks is boycotted by people criticizing the company because of these issues and therefore the company needs to keep focusing on its company ethics and its social responsibility. 

6.6 Conclusion (OT)

Considering the external analysis for Starbucks, being the potential Dutch market, one can mention several aspects which can either cause threats or develop into possibilities for the company. These aspects are important to focus on, because it shows how Starbucks might be influenced by its environment when opening up shop in the Netherlands.  In this chapter the conclusion of the Opportunities and Threats is given; it represents the “OT”-part of the SWOT analysis.
Opportunities:

· Many high educated/ internationally-minded people
· High economic level in the Netherlands
· Tremendous coffee market in the Netherlands
· Convenient and efficient distribution possibilities
Threats:

· Authentic coffee culture in the Netherlands
· Development of ambitious competitors in the market
· Starbucks’ lack of knowledge of the Dutch market
· Criticism against the “evil” corporate character of Starbucks
7. SWOT confrontation matrix
	
	Strengths

S1 Positive working environment due to the company’s emphasis on the importance of employees 
S2 Worldwide recognition and positive reputation

S3 Highly innovating range of products and services

S4 Strong and flourishing financial situation

S5 Effective marketing strategy


	Weaknesses

W1 Relatively high prices of products
W2 Blurring of company’s core concept by expansion of the assortment of products and services
W3 Company often  described as the “McDonald’s of coffee” 

	Opportunities

O1 Many high educated/ internationally-minded people in the Netherlands
O2 High economic level in the Netherlands
O3 Tremendous coffee market in the Netherlands
O4 Convenient and efficient distribution possibilities in the Netherlands


	SO1 Company’s image matches the potential consumer market in the Netherlands
SO2 The Dutch are experienced coffee drinkers and welcome innovative quality products
SO3 Its positive financial status enables reduces the risk of entering the Dutch market
SO4 Starbucks should bring its international image to the internationally-minded: transportation hubs and big cities


	WO1 The Dutch are willing to pay extra for new, quality products
WO2 The company’s diverse activities should be promoted to answer the Dutch demand for convenience and service, which goes hand in hand with the country’s dynamic economy
WO3 The “McDonald’s-esque” character of Starbucks appeals to internationally-minded consumers 

	Threats

T1 Authentic coffee culture in the Netherlands, different of Starbucks’ concept
T2 Development of ambitious competitors in the market 
T3 Starbucks’ lack of knowledge of the Dutch market
T4 Criticism against the “evil” corporate character of Starbucks

	ST1 Starbucks needs to use its strong marketing techniques and experience to introduce the Dutch to its innovative products
ST2 Starbucks’ world wide acknowledged brand has the advantage over less known competitors
ST3 Starbucks needs to maintain its efforts to be socially responsible. Its praised working environment and positive reputation are valuable.
	WT1 With the expansion of the company’s products and services, Starbucks should promote  its advantage over competitors
WT2 High prices should be an instrument to emphasize on the company exclusiveness

WT3 Its international character is a key for success in the negotiations with potential business-partners

WT4 Starbucks should further develop its social responsibility and its reputation 



Figure 7: Swot-Analysis, confrontation matrix
8. Conclusion 
The research done in this thesis has been navigated towards a conclusion in which the following research question can be answered: ”Is the Dutch coffee market ready for Starbucks stores and with which instruments can Starbucks grow in the Dutch market?”
Debating all relevant in- and external aspects related to Starbucks and the Dutch coffee market, it is clear that Starbucks and the Netherlands make a good match. In other words: the Dutch coffee market is ready for Starbucks. The Starbucks concept will not find any macro-environmental obstacles in this country and the current high level economy of the Netherlands enables the company to attract consumers to buy its relatively expensive but innovating and trendy products. Starbucks’ target group is well-represented in the Netherlands and there have even been clear signals of people’s demand for Starbucks stores in their country. Finally, “Starbucks-like” competitors do quite well in the Netherlands which ensures Starbucks that this concept carried out by the “real thing” will good as well, if not even better.
8.1 Recommendations
Although Starbucks has a good chance for success in the Dutch coffee market, the company has to keep in mind some potential threats when considering its entry strategy in the Netherlands. Therefore the following is to be recommended:
· The Dutch coffee culture is rich and goes back a long way in history; the Dutch are critical about the quality of the coffee and the outdoor venue should be cosy and peaceful. Starbucks is totally different and therefore it has to aim at people who are familiar with the concept. The company should use its famous and trendy brand to reach for its target group of consumers.
· The Dutch are used to drink plain cups of coffee instead of the wide variety which Starbucks offers, therefore the company should implement a well-considered marketing strategy to promote their coffee-variety and coffee-related products.

· Starbucks should bring their international image to the internationally-minded who are to be found in tourist city centres and major transportation hubs. The most logical choice for the first store would be Schiphol Airport. With many international travellers and the large share of coffee stores at Schiphol of around 40% (Manders, 2007), Starbucks should be represented here.
· As anywhere in the world, there are anti-globalists protesting against the development of major corporations like Starbucks, because of various reasons. Starbucks should maintain its social responsibility and respect the smaller, authentic coffee houses in the Netherlands by, for example, not aggressively expanding its business at the cost of these small scale competitors (see chapter 5.2)
· Starbucks should outdo their competitors by emphasizing on their unique products and diverse activities.
· Because of Starbucks’ lack of experience and know-how in the Netherlands, the company should work together with well-established organisations on a joint venture or licensing basis. The latter would only be acceptable if it concerns a company that has already cooperated with Starbucks. With this cooperation, Starbucks is being assisted in the management of the local store. Potential candidates for cooperations are: HMS Hosting (Schiphol Airport), 
Vroom & Dreesmann (Maxeda Retailgroup) and Beijenkorf (both warehouse 
chains in large city centres. 
8.2 Location suggestions
As already mentioned in the recommendations, according to my research Starbucks should open its new stores at venues that attract an international and internationally-minded audience; people who tend to know and like the Starbucks concept and products. In the Netherlands, these venues can be found at the centre of large cities and major transportation hubs. Figure 8 shows some suggested locations. 
	City Centres
	Location
	Why?

	Amsterdam
	De Dam, Leidse Plein
	Many tourists, easily accessible

	The Hague
	Het Plein 
	Famous square, easy to find

	Rotterdam
	Koopgoot
	Many tourist and shopping facilities

	Utrecht
	Neude
	Many tourists, central location

	Transportation hubs
	Location
	Why?

	Amsterdam Central station
	Arrival hall
	Many tourists, close to Schiphol Airport

	Utrecht Central Station
	Hoog Catharijne 
	Shopping centre and major train connection point

	Schiphol Airport
	Schiphol Plaza
	Accessible for both travellers and visitors


Figure 8: Location suggestions in the Netherlands
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10. Appendices

10.1 Interview Carijn Manders
10.2 Press release Starbucks in the Netherlands
10.1 Interview Carijn Manders

Manager Business development Schiphol Airport

Date: 29-06-2007

Waarom zit Starbucks nog niet op Schiphol?
Inmiddels heeft de werkelijkheid de vraag ingehaald; op 25 juni jl. heeft de eerste Starbucks vestiging haar deuren geopend op Schiphol, Lounge 1. Er zijn voor het komende jaar nog 3 a 4 gepland.
Bent u ooit benaderd door Starbucks?
In het verleden zijn er gesprekken geweest, maar was Starbucks niet “aggressief” om vestigingen in Nederland en/of Schiphol te openen. Sterker nog, in die tijd (rond 2004) wilden ze zelfs helemaal geen vestigingen openen in Nederland, omdat ze druk bezig waren met expansie in Duitsland, Spanje e.d. en dit verliep niet erg vlekkeloos. 

Hoe goed past Starbucks binnen Schiphol?
Prima, maar wel op de juiste locatie, een internationale brand, herkenbaar en goed van kwaliteit, alhoewel het prijsniveau t.o.v. de geboden kwaliteit vor Nederlanders een reden kan zijn het niet te kopen.
Hoe groot is het aandeel koffiebars op Schiphol?
± 40 % van het totale aanbod.

Wat ziet u als grootste afnemersgroep voor een eventuele Starbucks op schiphol?

De internationale passagier die bekend is, in eigen land, met Starbucks.

Hoe schat u de kans van slagen voor Starbucks op Schiphol in?

Groot vanwege haar internationale karakter; 40% van de passagiers is niet Nederlands.

Waar zou een eventuele Starbucks komen? (vertrekhal, achter/voor douane etc.)
Inmiddels is de eerste store geopend achter de douane Lounge 1; er zijn plannen voor een vestiging in lounge 2 en 3, ook beide achter de douane, eneen vestiging op Schiphol Plaza, het winkelcentrum voor de douane.
10.2 Press release Starbucks in the Netherlands
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