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Abstract. ESG (Environment, Social and Governance) is a new investment
concept, aiming to measure the performance of enterprises by evaluating their
non-financial performance.[1]To better assess these indicators, ESG audits have
emerged, which can help third-party institutions review and verify the perfor-
mance of enterprises. Currently, different companies have different disclosure
performances in terms of the environment, society, and governance, with in-
consistent standards and insufficient disclosure. Meanwhile, there are scenarios
where audit skills are inadequate. This paper uses the methods of literature re-
view and case analysis, taking Starbucks Coffee as an example, to analyze the
current status of ESG information disclosure, including inappropriate disclosure
practices, within the coffee industry. Therefore, the coffee industry should also
establish a unified set of disclosure standards within the industry, gradually
strengthen the intensity of ESG audits, and establish a reasonable ESG audit
mechanism.
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1 Introduction

In recent years, ESG ratings have become an important investment tool. They can
help investors gain an in-depth understanding of the risks and opportunities of enter-
prises, as well as their performance in sustainable development, and provide an objec-
tive and accurate evaluation standard so that they can make more informed invest-
ment decisions. And ESG audits have emerged accordingly, which are the processes
of reviewing and verifying the ESG performance of enterprises. Currently, different
companies have different disclosure performances in terms of the environment, soci-
ety, and governance, with inconsistent standards, insufficient disclosure, and insuffi-
cient audit skills. This paper aims to examine Starbucks Coffee's ESG audit infor-
mation disclosure practices and identify gaps in transparency within the coffee indus-
try, with a focus on product quality and safety incidents.
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2 Introduction to ESG Audit

2.1 Definition and Connotation of ESG Audit

ESG audit is an audit that evaluates, monitors, and reviews the performance of enter-
prises in terms of the environment, society, and governance. It aims to assess the
management status, risk control, and performance levels of enterprises in these as-
pects and provide reliable and independent information for ESG performance.[2]

2.2 Main Contents and Indicators of ESG Audit

(1) Regarding environmental performance, assess enterprises based on factors like
energy consumption, carbon emissions, and waste management, alongside their
adopted environmental protection policies and measures. Environmental protection
indicators include carbon emissions per unit of revenue, plastic recycling rate, etc.

(2) In terms of society, analyze the performance of enterprises in aspects such as
employee welfare, social responsibility, and consumer protection. Social responsibil-
ity indicators include consumer satisfaction, the quality of social responsibility re-
ports, etc.

(3) In terms of governance, evaluate the performance of enterprises in aspects such
as corporate governance structure, risk management, ethics, and compliance. Corpo-
rate governance indicators include internal control ability, director independence, etc.

3 Case Introduction

In January 1999, Starbucks officially settled in China and became the first national
chain coffee brand in China. Starbucks has always adhered to the concept of giving
back to society, actively participated in various public welfare activities, and made
important contributions to promoting China's economic growth and improving peo-
ple's livelihood.

In terms of the environment, Starbucks disclosed its efforts and achievements in
reducing energy consumption, reducing waste generation, promoting the use of re-
newable energy, and promoting environmentally friendly packaging. For example,
Starbucks promoted the use of recyclable coffee cups globally and reduced the num-
ber of single-use plastic cups to reduce the impact of plastic waste on the environ-
ment; it took measures to reduce energy consumption and waste generation, such as
using energy-saving equipment and recycling coffee grounds.

In terms of society, Starbucks disclosed its commitments and practices in support-
ing farmers' well-being, helping rural children, promoting fair trade, improving com-
munity development, and focusing on employees' rights and welfare. For example,
Starbucks helped Yunnan revitalize the countryside and made continuous efforts to
bring Yunnan coffee to the world. The project covered 20 villages, with a cumulative
donation of 23.17 million yuan; it created opportunities and empowered others to help
rural women and disabled groups enhance their self-worth. Starbucks cooperated with
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multiple fair trade organizations and purchased coffee beans from sustainable cultiva-
tion methods to ensure that coffee growers obtained fair trade conditions. Meanwhile,
Starbucks was also committed to providing a safe working environment, a fair salary
and welfare system, and career development opportunities for employees. Since Star-
bucks launched the "Global Month of Service" in 2011, Chinese partners have con-
tributed more than 1.3 million hours of community service.

In terms of corporate governance, Starbucks disclosed its commitments and prac-
tices in ethical standards, anti-corruption, compliance, and transparency. Starbucks
followed international accounting standards and laws and regulations, publicly dis-
closed financial reports, and accepted the supervision of external audit institutions. In
addition, Starbucks also established a sound internal control system to ensure com-
pliance and a stable financial situation.

Through ESG audits, Starbucks can comprehensively understand its performance
in terms of the environment, society, and governance, discover potential problems and
risks, and take corresponding measures to improve.

4 Deficiencies in Disclosure

Despite the strides Starbucks has made in Environmental, Social, and Governance
(ESG) aspects within the Chinese market, there remain discernible inadequacies in its
ESG auditing processes. These shortcomings can be manifested in a multitude of
ways, each with potential implications for stakeholders and the company's long - term
sustainability.

4.1 Limited Audit Scope and Depth

Starbucks' ESG audits may fall short in terms of both depth and breadth across several
critical ESG domains. In the environmental sphere, while the company does show
some attention to core concerns such as carbon emissions reduction and efficient wa-
ter resource utilization, it often fails to conduct in - depth examinations of the envi-
ronmental impacts embedded within its supply chain. For instance, the cultivation of
coffee beans, which is a fundamental starting point in the coffee value chain, can have
far - reaching environmental consequences. Factors such as the use of pesticides,
water consumption in the fields, and the impact on local ecosystems during cultiva-
tion are often overlooked. Similarly, the selection of packaging materials, which is a
significant contributor to waste generation and environmental pollution, may not re-
ceive the comprehensive audit it deserves.

The accuracy of ESG audits is of paramount importance for investors, consumers,
and other beneficiaries. It serves as the bedrock upon which informed decisions are
made. However, given the intricate nature of ESG data collection and processing,
Starbucks encounters challenges in guaranteeing the precision and reliability of all
data throughout the audit process. This deviation can be attributed to the complex
interplay between ESG performance and audit quality. As numerous studies have
indicated, a positive correlation exists between superior ESG performance and en-
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hanced audit quality, often accompanied by lower audit fees. In the case of Starbucks,
if the ESG data is not accurately captured and reported, it may lead to a misrepresen-
tation of the company's true ESG standing, potentially misleading stakeholders.

4.2  Selection and Cooperation of Third-Party Audit Institutions

When it comes to the selection of audit institutions, Starbucks is subject to the influ-
ence of various factors. Cost control is often a significant consideration, as companies
typically aim to manage their financial resources efficiently. However, an
over-emphasis on cost may lead to the engagement of audit institutions that may not
possess the highest level of expertise or independence. Additionally,pre- existing
cooperative relationships can also play a role. If Starbucks has long - standing busi-
ness ties with certain audit firms, it may inadvertently compromise the objectivity,
fairness, and integrity of the audit process. This lack of independence can undermine
the credibility of the ESG audit results, making it difficult for stakeholders to place
full trust in the reported information.

4.3  Lack of Continuous Improvement and Transparency

ESG audits should not merely be seen as a one - time evaluation exercise but rather as
a valuable opportunity for continuous improvement and organizational learning. Post
- audit, Starbucks may not be fully capitalizing on this opportunity. There may be a
lack of comprehensive disclosure of the audit results, which could potentially prevent
stakeholders from gaining a clear understanding of the company's ESG progress.
Moreover, the company may not be effectively translating the audit findings into ac-
tionable strategies to enhance its ESG performance. This lack of transparency and
follow - through can create a sense of opacity around Starbucks' ESG initiatives,
leaving stakeholders in the dark about the company's true commitment to sustainable
development.[3]

4.4  Lack of Unified and Comparable ESG Standards

Presently, within the coffee industry, the development of ESG has not yet reached a
stage where unified and comparable audit standards are firmly established. Different
audit institutions may adopt varying approaches when assessing the same ESG issues.
For example, one institution may place greater emphasis on social aspects such as
labor rights in coffee bean sourcing regions, while another may focus more on envi-
ronmental factors like deforestation associated with coffee cultivation. This lack of
standardization poses significant challenges for Starbucks during its ESG audits. The
resultant differences and incomparability in audit results can be perplexing for inves-
tors and stakeholders, making it difficult for them to accurately evaluate and compare
Starbucks' ESG performance against its competitors or industry benchmarks.[4]
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5 Suggestions and Expectations

In light of these identified deficiencies in ESG audit disclosure, Starbucks can proac-
tively implement a series of measures to enhance its ESG auditing practices.

5.1 Expand the Audit Scope

Starbucks should embark on a strategic initiative to gradually broaden the scope of its
ESG audits. This expansion should encompass every link in the coffee industry's sup-
ply chain, from the initial stages of coffee bean cultivation to the final consumption
by consumers. By including aspects such as coffee bean cultivation, where sustainable
farming practices can have a profound impact on the environment and local commu-
nities, Starbucks can gain a more comprehensive understanding of its ESG footprint.
During the procurement process, auditing can focus on ensuring fair trade practices
and the ethical sourcing of coffee beans. In the processing, transportation, and sales
stages, factors such as energy consumption, waste management, and packaging reduc-
tion can be closely examined. To support this expanded scope, the company should
also invest in strengthening its capabilities in data collection and processing. This may
involve implementing advanced monitoring systems, training employees on accurate
data collection methods, and leveraging digital technologies to streamline data pro-
cessing.

5.2 Compare Multiple Credible Third-Party Audit Institutions

Starbucks should adopt a more diversified approach in its selection of third - party audit
institutions. Instead of relying on a single or a limited number of audit firms, the
company should engage with a variety of credible institutions. By doing so, Starbucks
can benefit from the diverse perspectives and indicator frameworks employed by
different auditors. This will not only provide a more comprehensive view of the com-
pany's ESG performance but also help identify areas for improvement that may have
been overlooked by a single auditor. After obtaining the audit results from multiple
institutions, Starbucks should openly share these findings with its stakeholders. This
transparency will not only enhance the credibility of the company's ESG reporting but
also enable stakeholders to make more informed decisions. Moreover, Starbucks
should take an active role in shaping and promoting standardized ESG audit practices
within the industry. By collaborating with other coffee companies, industry associa-
tions, and relevant stakeholders, Starbucks can contribute to the development of a more
unified and comparable set of ESG audit standards.[5][6]

By implementing these recommendations, Starbucks can significantly elevate the
quality and impact of its ESG audits. This, in turn, will not only contribute to the
company's long - term sustainable growth but also enhance its reputation among
stakeholders, positioning it as a leader in the ESG - conscious coffee industry.
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6 Conclusion

In summary, this paper has illuminated the deficiencies and disclosure issues preva-
lent in Starbucks' ESG audits. Evidenced by challenges in internal control mecha-
nisms and the demonstrated impact of ESG performance on audit opinions, these
issues pose significant hurdles to the company's sustainable development. Looking
ahead, the paper offers prospects for improvement, advocating for a gradual expan-
sion of the ESG audit scope, a more comprehensive comparison of multiple credible
third - party audit institutions, and the further refinement and development of ESG
audit standards within the coffee industry. By addressing these areas, Starbucks can
take significant steps towards achieving a more robust and transparent ESG frame-
work, thereby enhancing its long - term viability and positive impact on society and
the environment.

7 Statement on the Use of Generative AI and Al - assisted
Technologies in the Writing Process

In the process of preparing this thesis, the author utilized Wenxin Yiyan and Doubao
Al Q&A to write about the deficiencies in disclosure, as well as suggestions and ex-
pectations. After using Wenxin Yiyan and Doubao, the author reviewed and edited
the content of the thesis, and assumes full responsibility for the content published in
the thesis.
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Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
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