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Analysis of International Cost of Living Using Starbucks' Latte Index
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Abstract

In today world of economy has been gradually changing every year. However to boost economic growth
need to rely on many factors and one of them is the influx of international businesses. This study aimed to
estimate impact of cost of living to the existence of international business as world famous coffee franchises,
Starbucks. Apply Starbucks’ Latte Index represented for cost of living which calculating from 2014 grande size
price of Starbucks coffee from 36 countries around the world. The results informed that real value of money that
indicates comparative lower cost of living induced number of inflow branches. Additional the index also reflected
comparative advantage to US economy and other international economies.

Keywords: Cost of living, International Business, Starbucks’ Latte Index
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Correlation
Lo Index Branch GDP POP ARR
t-Statistic
Index 1.000000
Branch -0.046733 1.000000
-0.272794
GDP -0.364788 0.158661 1.000000
-2.284483 0.937011
POP 0.166687 0.161982 -0.271810 1.000000
0.985732 0.957149 -1.646917
ARR 0.154105 0.458318 0.086586 -0.034340 1.000000
0.909443 3.006827 0.506781 -0.200355
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F-statistic 0.809291 Prob. F (14,21) 0.6522
Obs*R-squared 12.61620 Prob. Chi-Square (14) 0.5569
Scaled explained SS 37.13276 Prob. Chi-Square (14) 0.0007
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F-statistic 91.09683 Prob. F (14,21) 0.0000
Obs*R-squared 35.41683 Prob. Chi-Square (14) 0.0013
Scaled explained SS 208.0888 Prob. Chi-Square (14) 0.0000
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M13°971 6  NIURLYW Heteroskedasticity Test: White @28n13 weight ¢agéauiy POP

Variable Coefficient Std. Error t-Statistic P-value
ARR 0.000112 2.21E-05 5.072300 0.0000
GDP 0.084381 0.030485 2.767968 0.0094

INDEX -0.306639 6.545009 -0.046851 0.9629
POP 1.88E-06 4.76E-07 3.959169 0.0004
C -2593.934 685.5347 -3.783811 0.0007
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Unstandardized Coefficients

Standardized Coefficients

Variables t-stat P-value
B Std. Error Beta

(Constant) 34.479 17.885 1.928 0.064
Branch -0.003 0.005 -0.129 -0.637 0.530

GDPP -0.001 0.000 -0.460 -2.359 0.026**
POP 6.206E-11 0.000 0.000 0.002 0.999
ARR 5.912E-7 0.000 0.276 1.403 0.172
BUD -34.832 28.184 -0.240 -1.236 0.227
HIN -5.578 67.241 -0.020 -0.083 0.934
ISL -30.170 24.449 -0.229 -1.234 0.228
NO -16.804 28.087 -0.102 -0.598 0.555

R°=0.257, Adj-R?=0.037, F-stat=1.167, p-value=0.026, Obs.=36

nuuIasIafanwtlodandinananis
vargar v 1 lulseimadra q vesnuvla
ansiad
NANNTNIU TN MANRNNNIAIEI DN AIFRd tas
figa (OLS) uaadldain139f 8 Sadaudsnifiduddny
maadadanensa llulseinadng g sasmuna
ST oA 3wInUIETINT WarIIwInINYiadne)
AFNUIANDYINAY 0.071 waz 0.009 FsaTunyledn
v o IAI é’ o v L
3 WIRY T NIRRT 1 an Vit EansTndaene

A

s lludszinadns g ndu 0.071 a2 Twwmeh

= = ° . x>
AT WN 8 WANITANBWILUUINRDITINNITULN Uﬁ']“lnvlﬂ_nuﬂiuﬂﬂ@]'ld 9 PINILWRANIUAF

I3 C ' A A :5 o v € €
FwusnviaaisnAndn 0.009 au i lirasiag
wgnsan i ludszinadng g iRaauarinnu 0.009
{191

Valten R? = 0.583 WunwAMAINANUEHLLS
284@ U TBRIZRNNTNOTLNEANUELLITEIN TV
s luludszinaeing g saamunanidadldianas 58.3
s'ﬁaLﬂumﬁfJau%UvLé‘Lumeﬁmauﬁﬁwm‘iﬁﬂmﬁaUia%m
MAUN

[

Unstandardized Coefficients

Standardized Coefficients

Variables t-stat P-value
B Std. Error Beta

(Constant) -622.533 764.692 -0.814 0.423
Index -4.935 7.751 -0.115 -0.637 0.530
GDPP 0.011 0.016 0.138 0.688 0.497
POP 2.921E-6 0.000 0.445 1.883 0.071*

ARR 4.385E-5 0.000 0.475 2.817 0.009***
BUD -1699.500 1129.049 -0.272 -1.505 0.144
HIN -3023.558 2665.869 -0.253 -1.134 0.267
ISL -243.185 1018.543 -0.043 -0.239 0.813
NO -51.303 1147.104 -0.007 -0.045 0.965

R?=0.583, Adj-R’=0.340, F-stat=1.738, p-value=0.009, Obs.=36
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