Executive Summary

1.0 -Introduction

1.1 Company background 
Starbucks are an American coffee company and huge franchise with stores across the world. The Starbucks venture began in 1971. At this time the business was a small sole trader business in Seattle’s Pike Place Market roaster and retailer of whole bean and ground coffee, tea and spices.

Although Starbucks started out small they are now the leaders of high street coffee. There is a huge list of achievements which the company has been rewarded with for example in 2013, “Retailer of the Year” by Visual Merchandising and Store Design. They now interact with millions of customers every day across a total of 22,519 stores as of June 28, 2015 in 70 countries across the globe. “We’ve always believed in serving the best coffee possible”. This is a quote taken from the Starbucks website, they currently offer 30 different premium single blends of coffee across there retailers. They invest time and capital into sourcing the coffee from various farms in Latin America, Africa and Asia to choose from the most high quality beans.       
Starbucks also stock a variety of drinks aside from the coffee options such as, Starbucks Refreshers® beverages, smoothies and teas. Secondly they have implemented a wide range of fresh foods including Baked pastries, sandwiches, salads, salad and grain bowls, oatmeal, yogurt parfaits and fruit cups.

1.2 Objectives of the report
There are three main objectives for this report on Starbucks relating to the competitive strategy which the company has utilised to develop their position. Firstly I will be identifying the actions which the company has taken to accomplish a successful competitive strategy.  A SWOT analysis will assist me in researching the likeliness of success of the strategy which Starbucks have implemented. Porter’s 5 forces Is also an extremely useful tool for finding out information on the nature of the business which Starbucks are competing in.
The second objective of the report is to critically evaluate the competitive strategy of Starbucks.  This consists of highlighting the advantages and limitations which affect the company in there current business environment. Once the information has been collected, I will look at where the business could use some constructive recommendations. An important aspect of a successful competitive strategy is about how well the company knows it’s target customer. This can include gender, age, values, consumption patterns and geography. Through analysing the customers I aim to give Starbucks different recommendations to improve on there current strategy. A successful strategy helps provide the business with personal knowledge about customers and competitors. This knowledge can lead to greater revenue and opportunities for Starbucks as a company. 
1.3 Competitive Strategy/Business Level Strategy
Strategy is considered to be the most important concept in Business Management Studies. It can be very hard to construct a clear definition and create a fool proof strategy. When a business decides to construct a competitive/business level strategy there are a huge variety of aspects which must be taken into consideration. A challenge is the amount of people which must remain informed and who are directly involved in a strategy. 

There are two main types of strategy which are competitive and business level strategy. Business level strategy is an integrated and coordinated set of commitments and actions designed to gain a competitive advantage by exploiting core competencies in specific, individual product markets. This is the core strategy that a company forms to describe how they compete in their market. The overall business level is a deliberate choice about how it will perform the value chain’s primary and support activities to create unique value.
The second type of strategy which I will be looking at is competitive strategy. Competitive strategy is a long term plan which is intended to assist a company in gaining those extra steps ahead of their competition. For a company like Starbucks this is essential due to their market being heavily saturated and because they have new competition entering the market frequently. The element of the consumers having so much choice when it comes to high street coffee shops is something the competitive strategy can help to tackle. 
Creating an effective strategy can be extremely difficult due to emerging information and competition bringing new elements to the market. For Starbucks having an effective competitive strategy is vital however also challenging. According to Mintzberg

"The real challenge in crafting strategy lies in detecting subtle discontinuities that may undermine a business in the future. And for that there is no technique, no program, just a sharp mind in touch with the situation."(1994)

2.0- Main Findings 
2.1 General overview of appropriate strategy (what is their strategy)
Starbucks Corporation is an American marketer and retailer of high street coffee with one of the most reputable names in business. As I have mentioned in the introduction they are operating on a massive scale in an extremely flooded coffee market. Using the case study I have included the company’s reported revenues which were badly affected by the recession in 2009. The markets revenue plummeted by around 6%. Here are the reported revenues for Starbucks in 2015 and 2016.

(US Dollars) US$21,315.9 million for the fiscal year ended October 2016 (FY2016), an increase of 11.2% over FY2015.  In FY2016, the company’s operating margin was 19.6%, compared to an operating margin of 20.5% in FY2015.  In FY2016, the company recorded a net margin of 13.2%, compared to a net margin of 14.4% in FY2015.  

In order to conduct my analysis of Starbucks I will be utilising both the SWOT and PESTLE tools to get an in depth look at the environment which Starbucks are operating in. The tools will also be extremely useful to create positive market conceptions for Starbucks to increase there demand even further. 

The top competitors for Starbucks in 2017. According to Market Force.
“A national UK survey by Market Force Information shows consumers rate Prêt à Manger and Greggs as providing the best coffee experiences, with overall customer loyalty scores of 55% and 40% respectively. They were followed by competitors, Caffé Nero (39%), Costa Coffee (38%) and Starbucks (38%)” (19/03/15)

Although Starbucks are dominating the American market, the statistics show that there is room for improvement in the UK. However another aspect of the Market Force survey revealed that 58% of consumers used the Starbucks app. This is just one aspect of there current strategy that is clearly giving them an advantage over competitors.  

2.2. Starbucks Strategy Analysis (detailed analysis) 
The coffee industry is one of the most rapidly evolving markets out there with a new generation of specialty coffees. With Starbuck’s serving coffees like they would have never imagined. In 1995 they served there first Frappuccino which is now a consumer favourite. Here are some figures which highlight the amount of growth Starbucks has seen in the past five years. 

According to Nielsen Data, K, Taylor. 
”With the rise of Starbucks, the coffee industry in general has seen tremendous growth. In the last four years, coffee has gone from a $7 billion annual industry (for the 52 weeks ending June 2, 2012) to a $9 billion business (for the 52 weeks ending May 28, 2016)” (31/12/16)

The first part of my critical analysis will be a SWOT of the current strategy which Starbucks have in place and hopefully it will reveal some of the reasons why they are one of the most prominent coffee chains on the market. The Starbucks mission statement demonstrates the company’s striving mentality. 

Our mission: “to inspire and nurture the human spirit – one person, one cup and one neighbourhood at a time.”(2015) perceived 

Starbucks approach is an original strategy. According to M. Porter the type of generic approach Starbucks have created is watched by the rest of the industry as being distinctive. Starbucks have many different aspects of there strategy including the incredibly strong brand image, technology, dealer networks and customer service. Just to include one of the astonishing facts about Starbucks is that there stores claim to serve 87,000 drink combinations.  The baristas of Starbucks go through rigorous testing due to the demand of more complex orders. Every cup has a beverage iD code for example a “Caramel Cafe Latte” would be “CMCL”.   

2.3- Starbucks SWOT Analysis:     
S  
Strengths: 

Starbucks is part of a market which has seen huge changes and shortcomings which companies have had to adjust to. Because in 2017 caffeine is a huge desire and for some consumers a need, therefore attracting crowds and this is what makes it such a huge industry. 

To begin my research I looked at the core reasons why Starbucks has remained the powerhouse of coffee for so long on both a national and international scale.

Starbucks has one of the most recognisable brands in the world and they spend valuable time to research what there different consumers desired most. This is carried out through Starbucks local marketing strategies. For example they wanted to make there menus more relevant to there Chinese customers, so they slowly implemented tea-based beverages. Starbucks are ranked as one of the best global brands and with the Medusa logo being so recognisable it gives them a huge competitive leverage. This especially applies to the new businesses entering the market with very little recognition in the coffee industry.  Overall I feel Starbucks have an extremely modern and attractive appeal with stunning locations in major cities such as, London, Paris, Milan and New York. According to Fortune Magazine which is one of the leading national business magazines, Starbucks was rated 91st out of 100 “best places to work” article released in 2015.  
Starbucks have been criticised for its lack of thought into its social responsibility as a corporate giant however one article was able to give me a valuable perspective.
 According to “CAFÉ Practices Environmental Standards” J, Craves. 

“There has been a healthy amount of skepticism over the years regarding the role of Starbucks’ partner in the sustainability standard, the nonprofit Conservation International. That said, many large coffee companies buy a small percentage of certified coffee for a few of their brands a leave it at that. In their company-wideness alone, the efforts of Starbucks are both substantial and important.”(15/05/15) 
W
Weaknesses: 
Any successful company no matter how in-depth the strategy must be aware of its weaknesses. With the use of my research I came across one main downfall to Starbucks strategy, which is the high pricing there “specialty” coffee comes with. The recent economic challenges have somewhat changed the price people want to spend on high street coffee. However I can assure you Starbucks will not be reducing there prices any time soon with the premium aspect being such a strong vocal point for the company.  

As I have mentioned previously in this report, Starbucks have somewhat not reached the potential of its US branding in places like the UK and Asia. With the US market creating a huge lump of revenue for the company, it restricts the amount of diversity in there stores outside of the US.
O

Opportunities:
Starbucks as a company have made many daring ventures into countries across the world, however I watched an interview with the CEO of Starbucks sending the message that he has plans for more growth across Asia. 
“Continuing to re affirm our leadership in all aspects of coffee. The innovation and growth makes us the only company operating on this scale. In China we must play the long game by understanding the culture and needs of our customers.”

Starbucks have already began to exploit the advances in technology with the Starbucks App, Free Wi-Fi across there stores and lastly they have one of the best loyalty schemes as part of the app. Starbucks adapted quickly to the changes in technology and will look to exploit any new advancements in the future.

One of the most intruging opportunites for Starbucks which I have come across is there partnerships with personal distributors such as “mobile pour” and “Deliveroo”. Currently they have implemented these mobile order capabilities in selected stores but hope to make it an even more powerful selling tool in the future.        
T
Threats: 

Starbucks have tackled some huge challenges in the past with the current CEO pulling the company out of bankruptcy in 2008. By making the brand more efficient and susceptible to change Mr Schultz turned the company onto a new growth path.
Starbucks like most leading company’s are coming up against its strongest competition in 2017 with giants like McDonalds bringing a cheap and cheerful alternative to coffee lovers.
The coffee market is one of the most volatile when it comes to prices, as I have stated in the weaknesses of Starbucks they are a fairly premium retailer with prices to match.

Another threat which Starbucks will be well aware of is the huge shift in consumer health trends. With vegan products having a huge impact on how consumers choose to spend their money on the high streets. Although coffee is in high demand at the moment, it may not be through the foreseeable future.  

Political Analysis of Starbucks  
Starbucks are a colossal company and therefore are affected by many significant political factors. Politics can play a predominant role in a businesses success and performance. For example a piece of the new legislation such as the national minimum wage would have an effect on different stakeholders such as the staff and management.

The Government can also influence a business’ Strategy. The attitude in which the government has towards the business is very significant. The UK Starbucks tax scandal is just one example of how much of a detrimental effect politics can have in business. My research revealed that the Starbucks management stated that the company had not broken any rules. This was fairly irrelevant due to the fact the UK government launched an investigation and questioned some of Starbucks’ Accounts hence damaging there brand image in the UK.    
According to: J, Dudovskiy 

“Starbucks engages in political lobbying activities in cooperation with firms such as K&L Gates and Monument Policy Group to contribute to the formation of political environment favourable for its business in the US.”(04/04/17)
This quote illustrates that although the effects politics can have on the company can be out of their control. It is the internal factors which Starbucks can influence keeping them informed and prompting there strategy.  
3.0- Conclusion 
To conclude my report I will be summarising my analysis of Starbucks strategy in there current environment. I feel I have made a strong evaluation looking at various different aspects of what makes them a successful company and I have looked at ways they can improve. 

Throughout my research I was impressed by the constant need for growth and innovation within the company. CEO Howard Schultz has taken huge strides in his 10 years at the forefront of the company to create a strategy which has been very successful. The brand has invested in new technologies, distribution methods, consumer needs and new ventures. 

Although this report has mainly shown Starbucks attributes the market which they operate in is very demanding and will require them to keep track of any adjustments in the market to fend off the competition. Lastly in this report I will be including various recommendations for Starbucks in relation to there strategy     
4.0- Recommendations 
Through analysing the weaknesses and threats which Starbucks have to consider in there strategy I will be providing some of my own recommendations which I feel will have a positive impact on the business. 

Firstly with my research on Starbucks competitors I have been able to make comparisons and similarities. 
I feel Starbucks should really emphasise on the overall customer experience due to consumers becoming more informed on the retail coffee which Is available to them elsewhere. Customers are evolving to pay a lot more attention on how and where they spend there money. In order to tackle this long term challenge Starbucks must continue to be competitive and desirable for the consumer. 

Although Starbucks are making progression when It comes to being environmentally friendly I feel they should put a lot more time and investment to be a role model to other large companies. 
“We take a holistic approach to ethically sourcing high quality coffee. This includes responsible purchasing practices, supporting farmer loans and forest conservation programs.” (Starbucks 2016) 

Here I have taken a quote directly from the Starbucks website in relation to their ethics. Although what they have mentioned are steps in the right direction I feel the company is focusing more on the aesthetics of being an ethical brand rather than the practice.   
Ways in which Starbucks could become an even more environmentally friendly company:

· selling to go mugs and re-usable sleeves 
· implementing recycling bins 
· seeking to compost or otherwise recycle food waste 
· Encouraging customers, using loyalty cards etc.
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