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Abstract
This paper analyses the internationalization process of a company in the service sector. Its overall objective is to describe the process of global expansion of a coffee company and to assess whether this process have followed the fundamentals proposed in the seminal theories of business internationalization. To achieve this objective, we conducted a case study with the Starbucks Coffee Company. Based on secondary data in the form of public documents, reports, official statistics, articles in journals and newspapers, internet websites and books, we analysed the entry strategies in international markets of the company at defined periods. The results show that the internationalization process of Starbucks presents as a prominent feature the use of a growing phenomenon, which is relying on local partners in the host countries. Also, it was observed that the global expansion of the company was influenced by many factors, such as the successful diffusion of the brand and local economic incentives. Thus, we can conclude that the process of internationalization of Starbucks presents elements of some theoretical models, highlighting the elements of the revised model of Uppsala (Vahlne & Johanson, 2013) which includes dynamic capabilities, building trust, uncertainty, learning and configuration of networking companies.
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The internationalization process of Coffeehouse Chains: The Starbucks Case
1. Introduction
Firms in the coffee industry did not only find their place in traditional coffee drinking nations, but opened markets whose residents have commonly favoured tea (The Economist, 2013). The fact that several companies in the coffeehouse sector took advantage from increasing demand in foreign countries as well as international expansion because of saturation in the home country is only possible because of firms’ internationalization.
International expansion of companies has been an issue for scholars over decades, but due to the changing business environment has required revision from time to time. Moreover, global expansion of some industries has received more attention from researchers than other sectors of the business world (Contractor, Kundu & Hsu, 2003; Goerzen & Makino, 2007; Javalgi, Griffith & White, 2003). 
Hence, this paper integrates those two essential business topics: on the one hand, the importance of coffee and its consumption and on the other hand, the enduring internationalization of companies. In order to comprise both subjects, a case study is presented at the core of the paper. Its research question is: which pattern of internationalization is observed in the global expansion of Starbucks?
While Starbucks’ internationalization process has been investigated several times by various authors, the underlying research question differentiates this research from former analyses. For assessing the research problem, the general objective is to analyse whether the global expansion of Starbucks have followed one pattern predicted in one of the seminal internationalization theories’ models.
Therefore, our dominant motivation is to find out about the relationship of Starbucks’ internationalization and the most prominent internationalization literature. Former researchers have often focused on Starbucks’ entry modes into foreign markets and other strategic analyses such as SWOT or PESTEL (Geereddy, 2013; Santamaría & Ni, 2008; Strehle & Cruickshank, 2004). Other scholars paid attention to global expansion of service firms but have not investigated the coffee shop industry or Starbucks itself (Li & Guisinger; 1992; Patterson & Cicic, 1995 among others). However, firms in the service industry are not only highly different from their manufacturing counterparts, but also from each other and therefore, detailed analysis of the single subsectors are necessary to provide meaningful information (Boddewynn, Halbrich & Perry, 1986). That is why we study a single company, namely Starbucks, in a subcategory of the service industry. Its internationalization pattern is researched on the basis of a conceptual model derived from review of the internationalization theories, such as the OLI paradigm and the Transaction Cost Theory among others.
Besides this introduction, the paper is structured in four sessions: the first gives an overview of several internationalization strategies that can be found in relevant literature. Strictly speaking, the reader is introduced to the OLI paradigm, the Uppsala Model, the Cultural Dimension Theory, the Transaction Cost Theory and the born global approach. Moreover, the service industry internationalization behaviour is presented. This session is completed by the exposition of the conceptual model underlying the analysis. The second session explains the methodology used in the research. It is finalized with a description of the data collection and data analysis. Afterwards, the third section shows the Starbucks’ current spread around the globe. In addition, the firm’s internationalization process is depicted with respects to selected time periods and studied concerning the theories explained beforehand. An analysis of the firm’s international expansion process follows. Lastly, the main conclusions are presented in the fourth section. 
2. Internationalization Strategies
With the appearance of globalization, research and studies on internationalization strategies have become more important and present in academic literature. Over the years, numerous theories about firms’ internationalization have been developed and published around the world. Below, we review the main approaches.
2.1 International business theories: an overview
[bookmark: _GoBack]Research on international business (IB) has gone through several stages while continuously adjusting and adapting to environmental changes. According to Rugman, Verbeke and Nguyen (2011), three major timeframes can be identified: First, the era before 1960, when the focus lay on the country-level competitiveness. Second, the 1970s put foreign direct investment (FDI) and firm-specific advantages at the center of attention. Moreover, during the following decade, researchers analysed the importance of MNEs’ networks and clusters internal as well as external to the firm. Besides, many theories that have been developed decades ago faced rework by either their initial authors or other scholars in order to adapt the frameworks in accordance with relevant environmental changes (Dunning & Lundan, 2008; Johanson & Vahlne, 2009).
OLI Paradigm
The OLI paradigm, alternatively called eclectic paradigm, was introduced by John H. Dunning and has been commonly used as a method of analysis for FDI and the international activities of MNEs (Dunning, 2000). Dunning’s approach consists of three interdependent variables, which are considered to be the main determinants of the foreign activities of MNEs (Rugman, 2010): ownership advantages (O); location advantages (L) as well as, internalization advantages (I).
Ownership specific advantages are competitive advantages of the firm, i.e. knowledge, brands and manpower among others, that lead the company to either engage in FDI or broaden existing FDI. Location advantages describe the “locational attractions (L) of alternative countries or regions, for undertaking the value adding activities of MNEs” (Dunning, 2000). That is that companies, which find a more beneficial combination of their own competitive advantages with endowments in a country abroad, decide to engage in FDI in order to better exploit their ownership specific advantages (Dunning, 2000). Internalization advantages in Dunning’s OLI paradigm are closely linked to the internalization theory (Dunning, 2000). Buckley and Casson (2009, p.1566) state that “internalisation is a general principle that explains the boundaries of organisations” by looking at the questions whether it is more profitable for a firm to buy inputs from an independent supplier or producing these inputs itself. 
Later on, Dunning (2006) revisited his OLI paradigm under the consideration of the growing importance of institutions. According to North (1990, p.3), “Institutions are the rules of the game in a society or, more formally, are the humanly devised constraints that shape human interaction”. More precisely, institutions can be either formal, e.g. laws and regulations or informal, such as voluntary codes of conduct and ethical norms (Dunning, 2006). This new viewpoint incorporating institutions has divided the traditional ownership advantages into asset-based, institutional-based and transaction-based ownership advantages, abbreviated Oa, Oi and Ot respectively (Dunning, 2006). Moreover, Dunning and Lundan (2008) published an article on the OLI paradigm considering the contemporary phenomenon of network MNEs. In parallel with the O-advantages, the L-advantages were found to face strong influence from institutions and therefore renamed Li. 
Vahlne and Johnson (2013) came up with their Uppsala paradigm as an alternative approach to the OLI paradigm. They point out that the eclectic paradigm has its roots in neo-classical economics and is therefore meant to be applied to the macroeconomic level only. However, for studying the individual firm-level, the eclectic paradigm can hardly be utilized. Moreover, they add that the internalization advantage resulting from market failure is not needed when the focal company is part of a strong network in which it can control and coordinate resources (Vahlne & Johanson, 2013). While the eclectic paradigm was also revised under the light of the increasing dynamism, the neo-classical assumptions remain (Dunning & Lundan, 2008). 
Uppsala Model
The Uppsala Model was developed by Johanson and Vahlne in 1977 and explains  that firms’ internationalization commonly has four steps, also known as establishment chain: no regular export, regular export to a foreign country via an independent agent, establishment of a sales subsidiary abroad and eventually, the setup of a production site in the host country (Johanson & Vahlne, 1977). Hence, this step by step approach is accompanied by a higher degree of commitment.
Johanson and Vahlne start from the premise that a company’s internationalization process is a gradual undertaking. For a successful foreign business involvement, firms have to use their knowledge about the foreign market and its operations (Johanson & Vahlne, 1977). At the same time, they make the assumption that a firm’s internationalization depends on the psychic distance to the host country, i.e. all factors that impede the flow of information from and to that country such as distinct languages, education systems and business practices among others (Johanson & Vahlne, 1977). Besides, psychic distance is commonly put on one level with cultural distance (Hashai & Almor, 2004). The authors’ model introduced in 1977 is a dynamic one including state and change aspects.
With regard to the state aspects, market commitment consists of two elements: the amount of resources committed and the degree of commitment. Johanson and Vahlne (1977) explain that market knowledge refers to experiential knowledge, which is acquired through personal experience rather than being taught, i.e. objective knowledge. They distinguish between general knowledge and market-specific knowledge. While general knowledge includes expertise that can be applied without a geographic or regional focus, market-specific knowledge is inevitable to understand inter alia the business climate as well as cultural patterns of a distinct national market (Johanson & Vahlne, 1977). Market-specific knowledge, in contrast to objective knowledge, which can be transferred from one country to the other, has to be gained through experiences in a precise market. Both state variables are directly interrelated because the better the expertise is about a certain market, the higher is the firm’s commitment to this market (Johanson & Vahlne, 1977).
The change aspects  are commitment decisions as well as current activities. First of all, current activities are the most significant source of experience for companies, namely firm experience as well as market experience. Since both types of know-how are essential during the internationalization process, firms are keen on hiring people that have already worked for the company in the relevant market, e.g. representatives or salesmen of the firm in the pertaining market (Johanson & Vahlne, 1977). Secondly, commitment decisions relate to the issue of committing resources to operations abroad. Briefly speaking, firms need appropriate market experience in order to make additional commitments to a foreign country and therefore enter the focal market step by step (Johanson & Vahlne, 1977).
Johanson and Vahlne (2009) updated the Uppsala Model mainly proposing departing from liability of foreignness to liability of outsidership. While their 1977-version sees the lack of knowledge about a foreign market as most critical challenge for internationalization, the redefined model views outsidership as the major obstacle (Johanson & Vahlne, 1977; Johanson & Vahlne, 2009). The new model is based on the idea that companies operate in networks and those networks influence a firm’s internationalization. However, once a firm is part of a business network, it can benefit from the enhanced knowledge base created through its relationships. Consequently, companies that are well established within a pertinent business network are so-called insiders and can learn as well as build trust and commitment from the embedded relationships. Those criteria are inevitable for successful internationalization. In contrast, an outsider without an appropriate network in the host country it wants to enter suffers from liability of outsidership (Johanson & Vahlne, 2009). 
Hence, the first state variable was changed into knowledge opportunities. With this, they incorporate into the model the fact that opportunities form a subcategory of knowledge, which are responsible for the process’ drive. Furthermore, the second state aspect was altered and is now denominated network position instead of the former market commitment. Because of differences in relationships and their levels of knowledge, trust and commitment, companies distinguish themselves in how they implement their internationalization process. With respect to change aspects, current activities and commitment decisions were replaced by learning, creating, trust-building and relationship commitment decisions respectively. Whereas current activities can lead to more knowledge, trust and commitment, learning, creating and trust-building takes it to a higher level and highlight important internationalization elements, i.e. experiential learning, creating opportunities and building trust. Lastly, relationship commitment decisions stress the importance of relationships by showing that the commitment is made to networks and their embedded relationships (Johanson & Vahlne, 2009). In a nutshell, firms internationalize in host countries where they together with their partners see the best opportunities for success as well as where the partners have a powerful position (Johanson & Vahlne, 2009). 
A most recent revision of the Uppsala Model was published in 2013. This again updated model is turned into the Uppsala paradigm by Johanson and Vahlne and attempts to use realistic assumptions about today’s business world as well as to include the rising uncertainty aspects (Vahlne & Johanson, 2013). Here, the authors incorporate the concept of dynamic capabilities, the entrepreneurship theory as well as the theory of management under uncertainty. 
Knowledge opportunities were extended by the dynamic aspect of capabilities, which are considered to comprise the concept of knowledge. The second state variable remains to be denominated as network position and is described as a result of prior commitment as well as learning, creating and trust-building (Vahlne & Johanson, 2013). The authors further explain that relationship commitment decisions were replaced with commitment decisions that most likely “lead to unexpected knowledge development processes as well as future commitments” (Vahlne & Johanson, 2013, p.201). The last quadrant of the 2009 model, namely learning, creating and trust-building, was substituted with inter-organizational processes involving learning, creation and trust-building. While trust is seen as prerequisite for learning and commitment, creation happens simultaneously with learning. The learning process itself is of cumulative nature and learned expertise can be transferred to other members of a company’s network by means of tacit or explicit knowledge (Vahlne & Johanson, 2013).  
The adjustments in the model mark a huge progress. However, other scholars bring in the example of e-commerce with which firms can enter several foreign markets without following the establishment chain (Axinn & Mathyssens, 2002). Another phenomenon, contradicting the sequential internationalization of the Uppsala Model, is the presence of born globals. As we see, born globals pursue international operations from their inception and therefore do not follow the pattern of the establishment chain. 
Moreover, the Uppsala Model was developed in accordance with the manufacturing industry. However, services cannot be exported in the same way as products due to their intangibility and inseparability (Goerzen & Makino, 2007). Consequently, the Uppsala Model lacks an update for the increasingly important service industry. Additionally, some scholars criticize the Uppsala Model as being too static and deterministic as well as neglecting the possibility for managerial actions. 
Cultural Dimension Theory
Geert Hofstede became famous for his research of national cultural differences and developed one of the most prominent theories when it comes to the internationalization of companies, called the Cultural Dimension Theory (Hofstede, Hofstede & Minkov, 2010). 
However, although Hofstede has conducted in-depth research on numerous aspects of cultural studies, the essential parts for this research are his so-called Cultural Dimensions. He identified several cultural dimensions along which members of different cultures seem to distinguish themselves (Griffin & Pustay, 2015). These dimensions are defined underneath by relying on Hofstede’s characterizations.
First of all, power distance describes the “extent to which the less powerful member of institutions and organizations within a country expect and accept that power is distributed unequally” (Hofstede et al., 2010, p. 61). Secondly, individualist groups or categories prefer “a loosely-knit social framework in which individuals are expected to take care of only themselves and their immediate families” (The Hofstede Centre, 2015). In contrast, collectivist societies enjoy a rather tight framework and rely on their loyal relatives and other group-members (The Hofstede Centre, 2015). The third dimension is Masculinity versus Femininity. Masculine groups focus on “achievement, heroism, assertiveness and rewards for success”, whereas feminine categories prefer “cooperation, modesty, caring for the weak and quality of life” (The Hofstede Centre, 2015). Moreover, uncertainty avoidance is defined as “the extent to which the members of a culture feel threatened by ambiguous or unknown situations” (Hofstede et al., 2010, p.191). 
Although Hofstede’s dimensions have faced some criticism, they are nevertheless highly influential and informative and, moreover, supported by several succeeding works (Peng, 2009). It is especially important for companies that focus on international expansion to understand the culture of the host country in order to establish a successful business abroad. This is because the national culture of a country as described in Hofstede’s dimensions has a great impact on the organization culture of a company (Hofstede et al., 2010). Therefore, managers have to be aware of the cultural differences between the home country of the firm and the host country they want to expand their operations to. 
Furthermore, cultural clusters can help companies to formulate their path of internationalization. According to Griffin and Pustay (2015, p.126), “cultural clusters comprise countries that share many cultural similarities, although differences do remain”. By utilizing Hofstede’s dimensions and their numerical rankings, similarities among various cultures become apparent. As a consequence, cultural clusters can be formed, which are – often instinctively – used by international firms in order to decide on their internationalization strategies, i.e. culturally close countries are entered earlier than culturally distant regions (Griffin & Pustay, 2015). 
Hofstede’s work undoubtedly has been a pioneering one. Nevertheless, it has faced several critical reviews over time. For example, Dorfman and Howell (1998) question Hofstede’s method to transfer the findings from individuals to an entire community presuming cultural homogeneity within the group. Moreover, Hofstede conducted his survey within the company IBM. Other scholars cast doubt on generalizing the results detected in one company to whole nations (Graves, 1986; Olie, 1995). In addition, Hofstede collected his data during the 1960s and 1970s and therefore might be regarded as outdated. On top of that, culture is not necessarily bounded by national borders but can expand cross-border or – in contrast – be limited by regional boundaries (McSweeny, 2000). Besides, using a cultural model such as Hofstede’s Cultural Dimension Theory is based on stereotypes and rigidity (Ford, Kotzè & Marcus, 2005). 
Transaction Cost Theory
Although the specific term was never mentioned in Coase’s work The Nature of the Firm (1937), he is considered to be the pioneer in talking about transaction costs. Afterwards, Oliver E. Williamson became a major representative of this theory and spread the idea of transaction cost economics in various scientific articles. Years after, Jean-François Hennart (2010) published Transaction Cost Theory and International Business in which he reveals how the concepts of transaction costs and IB are correlated and help to understand each other. Although there is no official definition for transaction costs, the explanation by Griffin and Pustay (2015, p.199) gives an idea about the theoretical approach: “Transaction costs are the costs of entering into a transaction, that is, those connected to negotiating, monitoring, and enforcing a contract”. Similarly, Williamson (1981, p.552) explains that “a transaction occurs when a good or service is transferred across a technologically separable interface”. Later on, Williamson (1985) makes a further distinction of transaction costs into ex ante as well as ex post transaction costs. Ex ante transaction costs comprise the costs for “drafting, negotiating and safeguarding an agreement”, whereas ex post transaction costs are summarized by Picot as costs of control and adaption costs (1982, p.270).
The knowledge about those characteristics of transaction costs leads to the topic of the boundaries of a firm accompanied by the make-or-buy-decision. That is because a firm has to evaluate whether it is cheaper to perform an activity itself, i.e. within the company’s boundaries, or to outsource the activity, i.e. perform the activity outside of the firm (Williamson, 1981). Additionally, the make-or-buy-question is especially interesting in an international context because international transaction costs are usually higher than transaction costs within one country (Peng, 2009).
Hennart (2010, p.258) points out that, according to the transaction cost theory (TCT), firms internalize “non-pecuniary externalities due to natural imperfections in the market for intermediate products”. He further explains that those imperfections emerge because of the bounded rationality and opportunism of the responsible agents. If a local company looks for technology that a foreign firm already possesses and is willing to license, transaction costs will arise, e.g. costs for sharing information, bargaining the price as well as enforcing the contract (Hennart, 2010). Briefly saying, a company whose internal costs to produce a product or service are higher than buying it from a third-party supplier, outsources this activity.
Moreover, Williamson (1981) explains that the most essential aspect of a transaction is asset specificity. Goods and services with a high degree of specificity can only be used in another transaction with immense additional costs. In contrast, assets with low specificity require only little exchange of information if transferred to other transactions and therefore cause relatively low transaction costs (Arnold, 2000). Hence, outsourcing decisions are also based on the asset specificity of transactions. As a consequence, companies are more likely to outsource objects with low specificity while keeping goods and services with a high specificity inside the firm. 
A common critic of the Transaction Cost Theory is that its underlying assumptions are flawed. The assumption of opportunism, for example, “has been criticized for ignoring the contextual grounding of human actions and therefore presenting an undersocialized view of human motivation and oversocialized view of institutional control” (Martins, Ribeiro Serra, Silva Leite, Portugal Ferreira & Li, 2010, p.8). Additionally, Ghoshal and Moran (1996) point out that the Transaction Cost Theory does not include the opportunity to reduce opportunism by means of alternative governance structures. Moreover, while Williamson views bounded rationality and uncertainty as threats, another scholar turns them into opportunities (Jones, 1998). 
The born global approach
Born globals, also called international new ventures, are “business organization[s] that, from inception, seek […] to derive significant competitive advantage from the use of resources and the sale of outputs in multiple countries” (Oviatt & McDougall, 2005, p.31). In short, start-ups that try to do business in foreign countries from their inception form the group of born globals (Peng, 2009). Due to the fact that the born global approach challenges the conventional internationalization model, a variety of articles exist today: those that focus on the traditional stage model, others that focus on born globals and yet another group that attempts to reconcile both (Hashai & Almor, 2004). 
According to Sharma and Blomstermo (2003, p.745), “[b]orn Globals are knowledge intensive firms with a high degree of knowledge content and employ individuals who possess high scientific knowledge. They sell products or services that are either ‘totally new’ or ‘radically’ different from existing products.” Similarly, Hashai and Almor (2004, p.466) state that born globals are commonly knowledge-intensive and usually provide “innovative, self-developed technology-based products”. Additionally, born globals are typically relatively young, pursue international operations from the beginning and generate most of their revenues in markets abroad (Hashai & Almor, 2004). Born global firms are able to earn money in host countries from their inception not because of FDI, but due to strategic alliances and strong network ties that can be exploited (Oviatt & McDougall, 2005; Sharma & Blomstermo, 2003). As implied by their knowledge-intensive and technology-based nature, born global firms have benefited largely from the changes in the global business environment such as the advanced pace, quality and efficiency of cross-border transmission of information and goods (Hashai & Almor, 2004; Oviatt & McDougall, 2005). 
In the majority of works about born global firms, the researchers concentrated on the high-tech sector and other technology-driven firms (e.g. Oviatt & McDougall, 2005; Sharma & Blomstermo, 2003). Nevertheless, few authors made an attempt to generalize the concept of born global firms and extend it for other business sectors in the service industry (Engelbertink, 2010).
Because of its novelty, criticism for the born global approach is not as readily available as for the other theories above. At a conference, a speaker explained that this recent approach suffers from its wide generalisation (Gurăo, 2007). Moreover, the concept lacks a rigid denomination as well as definition. In addition, we see the research on born globals as insufficient for generalization because so far, it has had a narrow focus on the high-tech industry and technology-driven firms (Oviatt & McDougall, 2005; Sharma & Blomstermo, 2003).
Despite the criticism that all presented theories have faced over time, each of them has had a tremendous impact on management research. Starting from this literature review, the conceptual model in Figure 1 arises.
3. Methodology 
Case studies alongside with narrative analysis, phenomenology and ethnography among others, belong to the qualitative rubric of research methodologies (Merriam, 2009). While case studies have numerous benefits as a research method, some concerns about them exist as well. One of the major critics is that case studies are considered to lack generalization possibilities. However, Yin (2009 declares that case studies – just like experiments – can be generalized to theoretical propositions. Consequently, a single-case study is chosen for this research.
Data was collected by utilization of prior studies, company documentation and other published documents. Therefore, this research relies on secondary data. According to Yin (2009), data can be collected from six main sources of evidence: documentation, archival records, interviews, direct observations, participant-observation and physical artifacts. The present research uses secondary data in the form of documentation and archival records. To be exact, documents published by Starbucks, industry reports, official statistical data, journal and newspaper articles, appropriate internet sources as well as relevant books are utilized throughout this work. By building this paper on secondary data, we take advantage of its increasing availability, especially on the internet (Yin, 2009). However, since documents and archival records may be inaccurate or biased, data was chosen and evaluated carefully before applying it to this work. If data seemed to be unreliable at a first glance, confirmation by means of other sources was pursued. 
This research uses qualitative content analysis in order to draw valid conclusions from the presented case study in text form. Qualitative content analysis provides scholars with a tool that allows them to pay attention to the context and the content of information in written text (Hsieh & Shannon, 2005). Besides, content analysis is useful for the interpretation of subjective data (Moretti, Vliet, Bensing, Deledda, Mazzi, Rimondini, Zimmermann & Fletcher, 2011). This is very helpful when documentations and archival records are used because those can be biased, as explained above. This research uses deductive content analysis, because it relies on previously formulated theories and afterwards attempts to derive new insights from them. 
Besides, all information within a classified time period is evaluated with respect to its compliance with presented internationalization theories. The chosen time periods are based on a regional perspective taken over from Starbucks’ geographical separation of the world.
4. Starbucks’ Internationalization Process
When Howard Schultz bought Starbucks with the help of a few investors in 1987, the company comprised six stores and one roasting plant only (Schultz & Gordon, 2013). Nowadays we know that Starbucks not only made its way to a national brand but to an international success story. 
When Starbucks first started to sell coffee in 1971, plans for international expansion were not part of the founders’ plans. Even when Howard Schultz took over the company in 1987, Starbucks operated in the USA and Canada only with a clear focus on the west coast of both countries (Schultz & Gordon, 2013, p.12). Starbucks went public in the year 1992. It was only four years after its stock market launch that the company started its actual global expansion with expansion to Asia (Alkema, Koster & Williams, 2010). Thus, Starbucks was more of a local player for 25 years. However, once Starbucks started internationalizing, the company experienced rapid hyper growth, nationally as well as internationally and nowadays can be found around the globe (Bussing-Burks, 2009). 
Moreover, Starbucks currently operates around 21,000 stores in over 60 countries. This also implies that the Starbucks Coffee Company does business in Africa, the Americas, Asia, Australia and Europe. Consequently, Starbucks is a truly global player in the coffeehouse industry. The company itself divides its operations into three regional clusters (Starbucks Investor Relations, 2011): 1. Americas: United States, Canada, Mexico and Latin America; 2. China and Asia-Pacific (CAP): All Asia Pacific markets and China; 3. EMEA: Europe, UK, Middle East, Russia and Africa.
The US-American company Starbucks entered the neighbouring country Canada as a first step during its internationalization process. The first Canadian Starbucks store was located in Vancouver, which is not even 200km away from the company’s headquarter in Seattle (Starbucks Canada, 2015). Afterwards, the coffeehouse chain did not decide to stay on the American continent, but to expand intensively in the CAP region, followed by the EMEA region. Starbucks only continued its Americas expansion in the year 2003 with entries into Chile and Peru. Afterwards, the coffeehouse chain proceeded to open stores in this region continuously. In contrast, the firm internationalized constantly to EMEA nations from 1998 until 2013.  With respect to the CAP region, stores were opened in this area’s nations steadily from 1996 to 2002. However, Starbucks’ CAP expansion thereafter only continued in 2012 with openings in India, Vietnam (2013) and Brunei (2014). Hence, operations in the CAP regions were basically immobilized for ten years.
The firm’s first step towards internationalization was expansion to Canada, a neighbouring country (Alkema et al., 2010). Since the first Canadian store was located not even 200km away from Starbucks’ headquarter, the motivation can be explained on the basis of cultural, i.e. psychic, as well as geographical closeness. Psychic distances is often connected to geographical distance and Vancouver, the location of Starbucks’ first Canadian store is even closer to the firm’s home town than the closest bigger city in the USA, which is Portland/ Oregon. 
Moreover, Canada is the second closest country to the USA with regard to the countries’ cultures. Consequently, Starbucks’ entry to the Canadian market can be best explained by the psychic distance approach from the Uppsala Model and Hofstede’s cultural dimensions. 
Canada was Starbucks’ first international market and it took several years to tap into new markets afterwards. Moreover, Canada is also one of few countries entered by wholly-owned stores instead of licensed stores. Company-operated stores have given Starbucks the opportunity to retain full control and full revenues of its business. Since Canada was the company’s first location abroad, control was highly important. In addition, due to the cultural and geographic closeness, the risk of an investment could be kept low because of the minor uncertainty involved. 
Due to Canada’s cultural and geographic proximity, Starbucks’ actual internationalization process is considered to start in the year 1996 with the company’s expansion to the CAP region. During the subsequent three-year period, Starbucks started operations in Japan, Singapore, the Philippines, Malaysia, New Zealand, Taiwan and Thailand. Consequently, a frequent question raised when looking at Starbucks’ internationalization process is why the company moved to Asian countries instead of staying within the Americas or expanding to other Western countries. 
First of all, at that time, Japan has already been a major importer of coffee in 1996 with constantly increasing imports (Statista, 2015g; International Coffee Organization, 2015). Besides, at the time of Starbucks’ expansion to Japan, the country had the second largest economy in the world which benefitted the company’s entry (Weisenthal, 2012). 
Moreover, Starbucks used its prior years of existence to establish a highly valued brand image, which already started in 1987 with the choice of the company’s name. The success story of Starbucks as a valuable brand name has never stopped. That is because Starbucks coffee has not only been a drink, but became a status symbol and an accessory over time (Patterson, Scott & Uncles, 2010). Therefore, when the company realized that the Asian youth showed a major interest in the American lifestyle, it consequently started to sell its status symbol in Asian countries (Dutta & Subhadra, 2003). 
However, because Starbucks had no prior experience in Asian markets, the company entered the majority of the countries in the region via licensing agreements with joint venture (JV) partners. 
To sum it up, in Japan, Singapore, New Zealand, Taiwan and the Philippines, Starbucks benefitted from several location and ownership advantages, such as growing GDP per capita, brand value and increasing Americanisation. Additionally, in New Zealand, the company took advantage from the cultural similarity. Hence, the expansions between 1996 and 1998 could be primarily explained by the OLI paradigm as well as the Cultural Dimension Theory. Moreover, by utilizing joint venture partners and therefore a type of business relationship, Starbucks relied on the network aspect as highlighted in the revised Uppsala paradigm. The importance of networks and business relationships can also best explain Starbucks’ motivation to enter those Asian countries, although other nations – at a first glance – had a more favourable environment, like an even higher GDP per capita growth rate and higher cultural proximity. 
While Starbucks’ focus from 1996 until 1998 was to expand in the CAP region, it also started operations in the UK in 1998. This step was the company’s first move into the EMEA region. In the following years, the firm continued to broaden its presence in both regions by opening stores in China, South Korea and Australia (CAP) as well as Kuwait, Lebanon, Bahrain, Qatar, Saudi Arabia, UAE, Austria and Switzerland (EMEA). While geographic and cultural distance between the firm’s headquarter in the USA to China and South Korea were relatively large, distance to the other CAP nations with already existing Starbucks stores was minor. Hence, Starbucks gained market-specific knowledge during the period from 1996 until 1998 that it could effectively use afterwards in China, South Korea and Australia. Again, South Korea and China were entered by means of licensing agreement with partners that possessed enough market knowledge to start prosperous operations. In comparison, Starbucks opened up company-operated stores in the Australian market. In parallel with the Canadian market, Australia is culturally close to the USA and, for example, language does not build an obstacle. 
According to Hofstede’s dimensions, the US-American and the Australian cultures are highly similar and therefore, Starbucks should have less problems in entering Australia than, for example, China. Because of the anticipated success in the culturally close market, Starbucks decided to open company-operated stores. However, because this positive forecast turned out to be incorrect and Starbucks has faced difficulties to succeed in Australia, the firm sold its stores to a licensing partner later on (Wong, 2014).
While Starbucks successfully extended its operations in the CAP region, it also started to expand to the EMEA region in 1998. The company began its path in Europe with the acquisition of 65 Seattle Coffee Company stores in the UK (Starbucks UK, 2014). UK is one of the closest countries to the USA with respect to culture. Moreover, both countries share the same language, which minimizes respective barriers. That is why Starbucks intended to use the United Kingdom as a springboard for the European continent (Holmes, 1998). By acquiring existing stores, the company could benefit from the locations and spreads of those stores, while rebranding the coffeehouses gradually (BBC News, 1998). Besides, wholly-owned stores granted Starbucks full control of its business in this essential country for further EMEA expansion.
In the years 1999 and 2000, Starbucks did not continue with its expansion in Europe, but began to internationalize in the Middle East. Again, this is a culturally and geographically highly distant region in comparison with the company’s home country, even more distant that many European nations. Here, Starbucks partnered with M.H. Alshaya Co., also known as Alshaya Retail, a family-owned business from Kuwait (Starbucks Newsroom, 2014a). Alshaya Retail teams up with major brands and thus has established presence for global firms in the EMEA region. In the following, Starbucks benefited from its partners’ market knowledge and presence in the Middle East and could therefore enter seven nations in this region in only two years. Lebanon, which was entered in 1999, was the country with the highest per capita coffee consumption so far. 
Afterwards, the coffee company internationalized in continental Europe, more precisely to Austria and Switzerland. The two countries were entered with the help of the Bon appétit Group, a Swiss food wholesaler, as the firm’s partner (The New York Times, 2000). Just like in the CAP region and the Middle East, Starbucks benefited from the knowledge and market presence of its partners to push expansion. Additionally, those two Central European countries have had a relatively high per capita coffee consumption which is a favourable location advantage for Starbucks.
Analysing Starbucks’ expansion to the CAP and EMEA regions, some foreign country entries can be – at least partly – described by dominant internationalization strategies, such as Hofstede’s Cultural Dimension Theory (UK), favourable location (e.g. coffee consumption in Lebanon, Austria and Switzerland as well as overall economic health and stability in the countries entered) and ownership advantages (e.g. brand value in foreign countries and Americanisation). Moreover, the need for specific market-knowledge and the respective benefits from local partnerships is described by the revised Uppsala Model and can be found to be applied by Starbucks during this time period (Johanson & Vahlne, 2009).
15 years after its North American expansion, Starbucks entered more countries in the Americas region, namely Mexico and Puerto Rico in 2002. The latter is a territory of the USA with commonwealth status and the American president as its chief of state (The World Factbook, 2014). Consequently, due to the nation’s history and its sustained commonwealth status, Puerto Rico is familiar with the US-American lifestyle and US-American firms like Walmart and Burger King (Burger King, 2015; Walmart, 2015). In addition, the island is also one of the geographically closest countries to the USA. Thus, expansion to Puerto Rico can be explained by geographic distance and host country knowledge about the USA. Similarly, Mexico as a neighbouring country is geographically close to Starbucks’ home. However, cultures are quite different between the countries as the diagram about cultural distance reveals. Nevertheless, Mexico can be seen as gateway to Latin America. Not only does Mexico connect the USA with Central and South America geographically, the country is also culturally closer to other Latin American nations than the USA. Hence, gaining some experience in the nearest Latin American country provided Starbucks with knowledge that the company could use afterwards to enter other countries in the Americas. Therefore, while exploiting geographical proximity, Mexico was also an important strategic move for Starbucks in further expanding within the Americas. 
Once the company made its first step to Mexico, it continuously opened up new stores in other Latin American countries. At this time, several EMEA and CAP nations already had Starbucks stores and the Americas offered a further growth opportunity for Starbucks. After Mexico and Puerto Rico, the company’s next step was to open stores in Chile and Peru in 2003, followed by the Bahamas (2005), Brazil (2006), Argentina (2007), Aruba (2008) and El Salvador (2009) as well as Curaçao and Guatemala (2010). In accordance with Starbucks’ usual habit of entering new countries with help of local partners, the expansion in Latin America was implemented accordingly. Both GDP per capita indicating the standard of living, as well as coffee consumption, did not serve as primary motivation for Starbucks’ entry into those countries. With respect to both criteria, more favourable environments existed for coffeehouses at that time. 
Conclusion
Starbucks – over its history – rarely entered the country with the highest coffee consumption, the most elevated GDP growth rate, the highest attraction to American brands or the one that is regionally or culturally closest. However, one could claim that numerous other indicators could have played a role for Starbucks’ order of international expansion, e.g. a favorable demographic condition in the host countries, an advantageous political and legal environment, saturation in existing markets, institutional advantages or consumers that are sensitive to the firm’s sustainability practices among numerous others. However, without investigating each potential factor that might have an impact on Starbucks’ global expansion process, it appears that another aspect was the main driver of Starbucks’ global expansion: their reliance on local partners. The essential aspects of trust and commitment, as it is inherent to the Uppsala paradigm, is found throughout Starbucks’ internationalization journey. Once the company found an appropriate business partner, it usually sticks with that associate and builds trust and shows commitment to the partner and the partner’s country. This way, the relationship becomes stronger and Starbucks benefits there from by entering new markets and countries with the same associate. For example, long-time partner Alshaya not only helped the coffee house chain to enter Alshaya’s home country Kuwait, but also several other markets such as Lebanon, Bahrain and UAE.
In summary, the coffee chain’s international expansion often includes elements from several internationalization theories. Thus, while some steps could be traced back to the OLI paradigm or Hofstede’s Cultural Dimension Theory, other entries by Starbucks to foreign countries are more in accordance with the Uppsala paradigm. 
This study contributes to research about global expansion of companies by providing a different perspective on internationalization. This relation-based way of globalization underlining the focus on networks, detected throughout the case, is strongly supported by the most recent update of the Uppsala Model by Vahlne and Johanson (2013).
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