CHAPTER I: INTRODUCTION
1.1 Research Background

The rapid advancement of digital technologies has reshaped the marketing landscape across
industries. In highly competitive markets like China, where consumer engagement is
increasingly digital, businesses must adapt to new marketing paradigms to stay relevant and
competitive (Smith, 2020). Starbucks, a global leader in the coffee industry, has embraced
digital marketing as a key component of its business strategy, leveraging mobile apps, social
media platforms, and other digital tools to engage customers and enhance brand loyalty
(Johnson & Smith, 2019). Nowhere is this transformation more evident than in Shanghai, one

of the most digitally connected cities in the world (Chen, 2021).

Shanghai’s unique market conditions, characterized by tech-savvy consumers, high mobile
penetration, and a booming e-commerce ecosystem, have made it a strategic focal point for
Starbucks' digital marketing initiatives (Zhang & Li, 2020). As competition intensifies with
both local and international coffee brands adopting sophisticated digital strategies, Starbucks
faces the challenge of maintaining its market leadership while adapting to the rapidly
evolving digital environment. The company’s success in this dynamic market relies heavily
on how effectively it integrates its digital marketing mix—product, price, place, and
promotion—to strengthen brand recognition, improve market positioning, and foster long-

term customer loyalty (Wang, 2020).

Despite the global success of Starbucks’ digital marketing strategy, little is known about how
the company adapts its digital efforts to the specific context of Shanghai. The effectiveness of
these strategies in meeting local consumer preferences, and their overall contribution to brand
performance, remain underexplored. Previous studies have primarily focused on Starbucks'

global operations, leaving a gap in understanding how digital marketing strategies are
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localized in key markets like Shanghai (Gao & Chen, 2018). This study aims to address this
gap by investigating Starbucks' digital marketing strategy in Shanghai, with a particular focus
on how the company's digital marketing mix contributes to brand recognition, market

positioning, and customer loyalty in the city.

The inevitable digital revolution has transformed the global business landscape in almost all
sectors. This phenomenon has forced companies to adopt innovative strategies to maintain
their market position and engage with increasingly digital-savvy consumers. Starbucks, one
of the world’s most recognizable coffee brands is not an exception. This company has
embraced this shift, especially in markets like Shanghai, China. As a global metropolis with a
dynamic digital economy and a rapidly evolving consumer base, Shanghai represents a
strategic battleground for international brands seeking to capitalize on China’s growing

middle class and its affinity for digital platforms.

Starbuck is one of the leading and famous chains for the finest coffee all around the world. It
has been proven to have a successful business in the Chinese market and hence a good
penetration in Shanghai. Details of 2023 show that it has expanded to around 6,804 stores all
through China and over 900 in Shanghai (Statista.com, 2024). This is part of their
international expansion strategy where China is still the second largest market for them. In
fiscal year 2023, Starbucks in China generated a net revenue of approximately 3.1 billion

U.S. dollars. The company plans to open 9,000 stores by 2025 (Statista.com, 2024).

This shall be a study dedicated to investigating the reasons underpinning the success of the

marketing strategy of Starbucks in Shanghai, China.
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Figure 1.1: “Number of Starbucks stores in China from fiscal year 2005 to 2023”

(Source: Statista.com, 2023)This study aims to analyze the digital marketing strategy of
Starbucks in Shanghai, focusing on its application of the marketing mix and how these
strategies contribute to brand recognition, market positioning, and customer loyalty.
Starbucks has adopted various digital tools, including mobile apps, social media campaigns,
and personalized customer engagement techniques, to enhance its presence in China. By
leveraging these digital channels, the company not only enhances customer experiences but

also builds a robust brand image and fosters loyalty among tech-savvy Chinese consumers.

The rationale for this research stems from the increasing importance of digital marketing in
the modern business landscape, particularly in fast-growing, digitally advanced markets like
Shanghai. As Starbucks continues to expand its presence in China, understanding how digital
marketing strategies are tailored to local markets becomes critical. Shanghai, with its unique
blend of modernity, technological infrastructure, and consumer behavior, serves as an ideal

case study to examine the effectiveness of localized digital marketing initiatives (Liu, 2020).

This study will contribute to the existing body of literature by providing insights into how a
global brand like Starbucks navigates the complexities of digital marketing in a highly

competitive and rapidly changing market. The research will also provide valuable managerial
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implications for other global brands seeking to localize their digital marketing strategies in
similar markets. Furthermore, this study will offer a detailed examination of Starbucks’
marketing mix from the perspective of management, contributing to a deeper understanding
of the internal strategies and decision-making processes that drive the company’s success in

Shanghai.

1.2. Problem Identification

In recent years, the rapid development of digital technologies has significantly changed the
way businesses interact with consumers, particularly in the highly competitive food and
beverage industry. Starbucks, as a leading global coffee brand, faces the challenge of
maintaining its market dominance while adapting to these technological shifts, especially in
digitally advanced markets like Shanghai, China. Although the brand has long been
recognized for its customer-centric approach and strong global presence, the increasing
reliance on digital platforms for marketing and customer engagement presents both

opportunities and challenges.
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Figure 1.2: Starbucks Data sources and problem statement

(Source: research-methodology. net,2023)

Shanghai, one of China’s largest and most economically vibrant cities, is characterized by its
highly digitalized consumer market. Mobile usage, social media engagement, and e-
commerce have become integral parts of consumer behavior. In this context, Starbucks must
navigate the complexities of digital marketing to reach a consumer base that is increasingly
reliant on technology for everyday interactions, including their purchasing decisions. The
brand’s traditional marketing strategies, while effective in the past, may no longer suffice in a

market where digital communication and personalization are paramount.

Moreover, Starbucks must contend with a growing number of local and international
competitors that are also utilizing advanced digital marketing techniques to capture market
share. The emergence of local brands and the increasing popularity of digital-native
companies further intensify the competition, making it essential for Starbucks to continuously
innovate its digital marketing strategies to sustain customer loyalty, enhance brand

recognition, and secure its position in the market.

Despite Starbucks’ efforts to integrate digital marketing tools into its overall business
strategy, the effectiveness of these initiatives in the Shanghai market remains underexplored.
Key questions arise regarding how well the brand’s digital marketing mix aligns with local
consumer preferences and behaviors, and to what extent these efforts contribute to Starbucks'
competitive advantage. This study seeks to address these gaps by investigating Starbucks'
digital marketing strategies in Shanghai, identifying potential areas for improvement, and
exploring how these strategies influence brand recognition, market positioning, and customer

loyalty in a rapidly evolving digital environment.
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1.3 Problem Limitation

This study focuses on Starbucks' digital marketing strategy within the specific context of
Shanghai, China, rather than examining the company's broader global marketing efforts.
While Starbucks operates in numerous markets around the world, the unique characteristics
of Shanghai as a cosmopolitan, digitally-driven city make it an ideal location for studying the
impact of localized digital marketing strategies. However, this geographic focus limits the
generalizability of the findings to other markets, particularly those with less developed digital

infrastructures or different consumer behaviors.

Additionally, the study specifically examines Starbucks’ digital marketing efforts as they
relate to three primary outcomes: brand recognition, market position, and customer loyalty.
This focus excludes other potentially relevant outcomes, such as customer acquisition, sales
growth, or operational efficiency. While these factors are important, the scope of this research
is intentionally limited to the examination of how Starbucks’ digital marketing mix
contributes to maintaining a strong market presence and fostering long-term customer

relationships in Shanghai.

Furthermore, this research is based on gualitative methods, including interviews and content
analysis, which provide in-depth insights but may not capture the full breadth of consumer
perspectives. The study relies on the experiences and opinions of a selected group of
participants, which may not represent the views of all Starbucks consumers in Shanghai. The
subjective nature of qualitative data collection also presents limitations, as the findings are
based on participants' interpretations and personal experiences with the brand's digital

marketing efforts.

Finally, the study is limited to the examination of digital marketing strategies as they are

employed at the time of research. Given the fast-paced nature of the digital landscape,
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Starbucks’ marketing strategies may evolve, and new technologies or platforms may emerge
that are not accounted for in this analysis. Therefore, the study's conclusions reflect the state
of Starbucks’ digital marketing in Shanghai during a specific period and may need to be

revisited as the market continues to develop.

1.4 Problem Statement

As digital technologies continue to transform the global marketplace, businesses must adapt
their marketing strategies to stay competitive, especially in regions where digital engagement
is rapidly evolving. Starbucks, a global leader in the coffee industry, has invested
significantly in digital marketing initiatives to enhance customer engagement and sustain its
market dominance. However, in a competitive market like Shanghai, China—where
consumers are highly connected, tech-savvy, and increasingly discerning—the effectiveness
of Starbucks’ digital marketing strategy in achieving key business outcomes remains a critical

question.

Despite the brand’s strong global presence and established reputation, Starbucks faces
growing competition from both local and international coffee chains that have also adopted
sophisticated digital marketing techniques. The challenge lies not only in attracting new
customers but also in maintaining brand recognition, securing market position, and fostering
customer loyalty in a digital-first environment. While Starbucks has leveraged digital
platforms such as mobile apps, social media, and personalized marketing to engage
consumers, the extent to which these strategies align with local preferences in Shanghai and

contribute to the company’s competitive edge is unclear.

The primary problem addressed in this study is how Starbucks' digital marketing mix—
encompassing product, price, place, and promotion—affects brand recognition, market

positioning, and customer loyalty in Shanghai. With the rapid expansion of digital platforms
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and increasing competition in the city’s coffee market, it is essential to evaluate how
Starbucks’ digital strategies are perceived by consumers and whether these efforts are
sufficient to sustain the brand’s market leadership. By focusing on these core issues, the study
aims to uncover insights into the effectiveness of Starbucks’ digital marketing and identify

potential areas for improvement to better serve the digitally engaged consumers in Shanghai.

1.5 Research Questions
1. How do Starbucks management perceive the effectiveness of the company’s

digital marketing strategy in enhancing brand recognition in Shanghai ?

2. In what ways does Starbucks management integrate the digital marketing mix
(product, price, place, and promotion) to strengthen the company’s market position

in Shanghai?

3. How do Starbucks' digital marketing strategies foster customer loyalty from the

perspective of the management team in Shanghai?

4. What challenges do Starbucks management face when localizing global digital

marketing strategies to fit the unique market conditions of Shanghai?

5. How do Starbucks management evaluate the competitive advantages gained

through digital marketing in Shanghai’s rapidly evolving coffee market?
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1.6 Research Objectives

The objectives of this study are to analyse:

1. How Starbucks management perceive the effectiveness of the company’s digital

marketing strategy in enhancing brand recognition in Shanghai?

2. In what ways does Starbucks management integrate the digital marketing mix
(product, price, place, and promotion) to strengthen the company’s market position

in Shanghai?

3. How do Starbucks' digital marketing strategies foster customer loyalty from the

perspective of the management team in Shanghai?

4. What challenges do Starbucks management face when localizing global digital

marketing strategies to fit the unique market conditions of Shanghai?

5. How do Starbucks management evaluate the competitive advantages gained

through digital marketing in Shanghai’s rapidly evolving coffee market?

1.7 Significance

With China leading the world in digital engagement, understanding the digital marketing
strategies employed by global brands such as Starbucks is crucial for comprehending how
these firms maintain their competitive edge. In Shanghai, where consumers are highly
connected and mobile-dependent, Starbucks’ ability to adapt and innovate in its digital
marketing efforts plays a vital role in sustaining its dominance in the coffee industry.
Moreover, Shanghai’s unique market characteristics, including its cosmopolitan customer

base and the integration of technology in everyday life, present a compelling case to explore
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how Starbucks tailors its digital marketing to the needs and behaviors of this specific

audience.

Furthermore, existing research on digital marketing strategies in China has primarily focused
on domestic companies or the technological infrastructure that enables these strategies. Less
attention has been given to how multinational corporations adapt their marketing strategies to
local digital platforms and cultural nuances. This study addresses this gap by exploring
Starbucks' approach within the context of the Chinese market, contributing to the broader

understanding of digital marketing practices in global firms.

The significances of the research are two folds which are academic and practical. This
research aims to contribute to the field of marketing by analyzing the significance of
Starbucks' digital marketing strategies. This study provides several key contributions. First, it
offers insights into the effectiveness of Starbucks' digital marketing strategies in one of its
most critical international markets. By analyzing how the company integrates the marketing
mix—product, price, place, and promotion—into its digital strategies, this research highlights
the intricate ways Starbucks connects with Shanghai’s consumers. Second, the study
contributes to the growing body of knowledge on customer loyalty, exploring how digital
marketing tools, such as mobile apps and social media engagement, can foster long-term

relationships between brands and consumers in a highly competitive environment.
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Figure 1.3: Starbucks Significant graph to developed sales progress

(Source: businesswire.com, 2023)

Then, this research adds to the understanding of how global brands localize their digital
marketing efforts to suit regional preferences and technological landscapes. It offers a model
for other multinational corporations aiming to expand their digital presence in China or
similar markets, shedding light on the balance between maintaining global brand consistency

and adapting to local consumer behavior.

Lastly, the findings can offer valuable insights not only for academic research but also for
practical applications, informing marketing strategies for other businesses and potentially
benefiting Starbucks itself. The results of the study will also be useful to other international
brands that want to expand in China to have a look at the case study based on localization
success. Second, it will also contribute useful information that will add to the academic
literature concerning international marketing strategies, especially in the Chinese market.
This may also assist the policymaker in understanding the effect of such global events on

businesses of an international nature operating under their jurisdictions.
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1.8 Glossary

1. Digital Marketing
A form of marketing that utilizes digital platforms such as social media, search engines,
email, and mobile applications to promote products or services, engage customers, and

increase brand awareness.

2. Marketing Mix (4Ps)
A framework for defining the key elements of marketing strategies, typically categorized as
Product, Price, Place, and Promotion. In the digital context, these elements are often adapted

to fit online environments and customer experiences.

3. Brand Recognition
The extent to which consumers are able to identify a brand based on its attributes, such as its

logo, colors, and messaging, even without the brand name being explicitly mentioned.

4. Market Positioning
The process by which a brand establishes its identity within a market, distinguishing itself

from competitors through unique value propositions and targeted marketing efforts.

5. Customer Loyalty
A customer’s willingness to repeatedly purchase a brand’s products or services, often

influenced by factors such as satisfaction, trust, and brand engagement.

6. Mobile Marketing
Marketing strategies that focus on reaching consumers through mobile devices such as
smartphones and tablets. Mobile marketing often includes personalized offers, app-based

interactions, and location-based services.
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7. Social Media Marketing
The use of social media platforms (e.g., WeChat, Instagram, or Facebook) to engage with
customers, promote products, and build brand communities. Social media marketing can

involve paid advertising, organic content creation, and influencer partnerships.

8. Personalized Marketing
Tailoring marketing messages, offers, and content to individual customers based on their
behavior, preferences, and interactions with the brand. This can include personalized emails,

app notifications, and product recommendations.

9. Localization
The process of adapting a global brand’s marketing strategies and offerings to meet the

specific preferences, behaviors, and cultural norms of a local market.

10. Qualitative Research
A research method focused on exploring in-depth perspectives and understanding underlying
reasons, opinions, and motivations. It often involves open-ended interviews, case studies, and

content analysis.

11. Shanghai Market
Refers to the unique economic, social, and cultural conditions of Shanghai, China, which
influence consumer behavior and marketing strategies. As a major metropolitan city,

Shanghai’s market is characterized by high levels of digital engagement and competition.

12. WeChat
A Chinese multi-purpose messaging, social media, and mobile payment app widely used in
China. It is one of the primary digital platforms through which brands engage consumers in

Shanghai and across China.
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13. Starbucks Rewards Program

A customer loyalty program that provides members with personalized offers, rewards, and
incentives based on their purchasing behavior. The program is often integrated into the

company’s mobile app and digital marketing strategies.

1.9 Research Assumption

This study operates under several key assumptions, which guide the investigation into
Starbucks' digital marketing strategy in Shanghai, China. These assumptions are based on the

nature of the qualitative approach and the context of the research:

1. Starbucks management has in-depth knowledge of the company’s digital marketing
strategies.

It is assumed that the members of Starbucks management who participate in this study are
well-versed in the company's digital marketing plans, initiatives, and outcomes, and are able
to provide reliable insights into how these strategies are implemented and adapted for the

Shanghai market.

2. Digital marketing plays a significant role in Starbucks' success in Shanghai.
The study assumes that digital marketing is a critical component of Starbucks' broader
marketing efforts in Shanghai, contributing to brand recognition, market positioning, and
customer loyalty. It is further assumed that Starbucks views digital marketing as a strategic

tool for engaging with consumers in an increasingly digital-first market.

3. Management perspectives are reflective of Starbucks' corporate strategy.
The study assumes that the views and insights provided by the participating Starbucks
management members are aligned with the company's overarching corporate strategy for

digital marketing. While individual perspectives may vary, it is assumed that these
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participants have a clear understanding of the company's strategic goals and how digital

marketing efforts contribute to achieving them.

4. The Shanghai market is a relevant and strategic focus for Starbucks' digital marketing
efforts.

It is assumed that Shanghai, given its size, economic significance, and high level of digital
engagement, represents a key market for Starbucks in China. The study assumes that the
strategies discussed by management are tailored specifically to the characteristics of this

market and are essential for the company’s performance in the region.

5. The role of management in the successes of Starbucks' digital marketing strategy.
This study assumes that the Starbucks management team will be forthcoming about both the
successes and challenges they face in executing digital marketing strategies. The data

collected is assumed to be accurate and reflective of actual practices and market conditions.

1.10. Publication Planning

The research findings will be summarized and published in an international peer-reviewed
scholarly journal “Journal of Interactive Marketing”. The publication is aimed to reach all
stakeholders, such as academia, industry, and regulatory agencies. The summarized report

will also be placed on suitable digital platforms to ensure wider access.
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