

[bookmark: _Toc28761][bookmark: _Toc14716][bookmark: _Toc29808][bookmark: _Toc30926]
[bookmark: _Toc7342][image: timg]

University of Wales Trinity Saint David
Strategic Management & Sustainability (M3X9111)

Table of contents

1.0 Executive Summary	1
2.0 Introduction	2
2.1 Starbucks Background of the organisation	2
2.2 Objectives	2
2.3 Definitions of major concepts	2
2.3.1 Porter’s Generic Strategies	2
2.3.2 Business level strategy	3
2.3.3 Competitive advantage	4
3.0 Main Findings	4
3.1 Differentiation Strategy	4
3.1.1 Experiential Marketing	5
3.1.2 Word of mouth marketing	5
3.2 Brand Perception	6
3.3 Corporate Social Responsibility	7
3.4 Research and Development	8
4.0 Strengths of a differentiation Strategy	8
4.1 Implementation	8
4.2 Brand Loyalty	9
5.0 Limitations of a Differentiation Strategy	9
5.1 Limitation	9
5.2 Higher Costs	10
6.0 Conclusion	11
7.0 Recommendations	12
References	13


[bookmark: _Toc4272]1.0 Executive Summary
This report will:
· Identify the strategy adopted by Starbucks.
· Analysis the status of star bucks.
· Put forward the countermeasures to improve the Starbucks’ brand competitiveness. 
The information of this report was collected from various sources, including Starbucks website and academic journals.
This report found that Starbucks use the differentiation strategy from Porter’s Generic Strategies. In order to achieve this strategy, Starbucks uses the following strategy.
· Starbucks distribution channels.
· Starbucks positive brand perception.
· Starbucks promotes brands through corporate social responsibility.
· Product research and development of Starbucks.
Starbucks's differentiation has some advantages, for example:
· Gaining customer loyalty through high quality products.
· Create unique and high nutritional value cakes to attract customers.
However, Starbucks also has some disadvantages using the of differentiation strategy  can affect Starbucks, for example:
· Product prices are too high to reduce customers.
· Competitors may imitation Starbucks and research and development the same product, making differentiation difficult to maintain.
The recommendations which could possibly improve Starbucks performance are:
Starbucks can invite star advertising promotional purposes.
· Starbucks should stop blind expansion, clear their own target people is medium and high-income groups, improve the brand competitive advantage.

[bookmark: _Toc6874][bookmark: _Toc2758][bookmark: _Toc19013][bookmark: _Toc9718][bookmark: _Toc16807]2.0 Introduction
[bookmark: _Toc32284]2.1 Starbucks Background of the organisation
Starbucks has created one of the world's most famous coffee brands in the past thirty years. Starbucks Coffee Co was founded in 1971. Its headquarters is located in Seattle, Washington, America. Starbucks employs more than one hundred and 200,000 staff. Starbucks has nearly 21,300 branches around the world, including North America, Europe, South America, the Middle East and the Pacific. In May 1998, Starbucks successfully entered the European market through the acquisition of 65 British coffee companies in Seattle.The two companies share a common culture, focusing on customized coffee, corporate values and mutual respect for people and the environment(Starbucks 2017).

Starbucks has focused on making high quality coffee and has been working with local customers to provide a large number of jobs for the region(Starbucks 2017).

[bookmark: _Toc24447]2.2 Objectives
· Identify the strategy by Starbucks.
· Analyze how Starbucks implementation the strategy.
· Evaluate Starbucks's strategy.
· According to the findings, recommendations are given to improve Starbucks performance.

[bookmark: _Toc10383]2.3 Definitions of major concepts
[bookmark: _Toc6633]2.3.1 Porter’s Generic Strategies
Cost leadership requires the establishment of efficient scale production facilities, reduce production, reduce costs, control costs and management costs, and minimize the cost of research, development, service, promotion, advertising and other aspects of the cost. In order to achieve these goals, we should attach great importance to the cost in the management. Making profit lower than competitors. When the cost of the company is low, it means that the company will still be able to make a profit when other companies have lost profits in the competition (Amadeo, 2017).

Differentiation strategy is to differentiate the company's products or services, and to establish the unique characteristics of the whole industry scope. If the differentiation strategy successfully implemented, it will increase the income level in this industry, because it set up defensive positions against the five forces of competition, although the cost of its form and different leading defense. Potter argues that differentiation strategies sometimes conflict with campaigns for greater market share. The differentiation strategy requires the exclusion of the company for this strategy. This strategy has high costs in the establishment of the company's differentiation strategy activities, in the understanding of the company's customers are unique, and not all customers will be willing or able to pay the high price required by the company. (Amadeo, 2017).

Focusing means segment of a particular customer group, a product line, or a regional market. The whole strategy of specialization serves a particular target. The premise of this strategy is that the specialization of the business can serve a narrow strategic object with high efficiency and better effect, thus exceeding the competitors in a wider range. But the strategy of specialization means limiting the overall market share that can be obtained(Amadeo, 2017).
(Porter,1985,P39)Differentiation
Focus Differentiation
Focus Cost Leadership
Cost Leadership
Uniqueness Perceived by Customer
Low Cost Position
Industry Wide
Segment Only


[bookmark: _Toc25516]2.3.2 Business level strategy
Business level strategy is the action of guiding and managing the plan of specific business unit under the restriction of company level strategy, serving the whole target of enterprise(Beard,2017).
The organisation has many strategies include:
· Corporate-level strategy
· Business-level strategy
· Operation strategies
Starbucks belong to business-level strategy. Business-level strategy is plan used by the strategy manager through the company's resources and unique capabilities gain competitive advantage(Hill&Jones,2008).

[bookmark: _Toc25245]2.3.3 Competitive advantage
Definition of competitive advantage: When a company sells the same product at a lower price and gets the same value, the company will gain a competitive advantage, or can charge higher prices by providing greater value through differentiation. (Porter,1998).Porter outlined the three primary ways companies achieve a sustainable advantage. They are differentiation, cost leadership and focus. 

[bookmark: _Toc17968][bookmark: _Toc17764][bookmark: _Toc28682][bookmark: _Toc23883][bookmark: _Toc20214]3.0 Main Findings
Starbucks Corp has a good geographical location, generally located in places with heavy traffic and high visibility, such as the city center and the University Campus. Starbucks offers a variety of pastries, breakfast sandwiches and lunches, including high-quality raw material, nutritional values and flavors. This report make an analysis about Porter’s Generic Strategies and achieved one of these strategies differentiation strategy.
[bookmark: _Toc3125]3.1 Differentiation Strategy
Starbucks's differentiation strategy is mainly embodied in experiential marketing and word of mouth marketing(Estrada,2014). These two marketing methods are the most distinctive marketing strategies of Starbucks. Starbucks used the differentiation strategy to create different flavors of coffee and pastry, to achieve the brand's customer loyalty. 

[bookmark: _Toc204]3.1.1 Experiential Marketing
The rapid growth of Starbucks coffee in the world, it can be said that is the best marketing experience. It was pointed out that the success of Starbucks, it created a  consumer demand from product to service, Starbucks has a high quality customer experience and service standards, it has brought competition for Starbucks, Starbucks has successfully created a "Starbucks coffee" characteristic customer experience, Starbucks's marketing experience has spread its values and brand culture all over the world. More importantly, experiential marketing can enhance the competitiveness of the company. It transfers the attention of the consumer from the product to the consumption process, provides the unforgettable experience, sets up the core competitive ability for the enterprise, the Starbucks's success has explained this point. The focus of experiential marketing is to collect customer feedback in the process of consumption, according to customer feedback for the corresponding improvement, through the high quality service for consumers to leave a deep impression, in order to achieve the effect of improving brand awareness(Murugan,2015).

[bookmark: _Toc17520]3.1.2 Word of mouth marketing
Word-of-mouth marketing is the main Starbucks promotion mode, expand the influence of business to rely on communication, the traditional way is to put ads, while Starbucks spending on advertising investment is small, in the past twenty years advertising costs less than 1 million a year,  Starbucks has developed into the top 100 company in the world without advertising, because of the successful implementation of word of mouth marketing strategy(Dudovskiy,2017). First of all, Starbucks's word of mouth marketing begins with employees. Employees are regarded as Starbucks assets, they are Starbucks coffee salesman, they effectively enhance the company's brand image.

[bookmark: _Toc24377]3.2 Brand Perception
Brand awareness is a manifestation of the company's competitiveness is also a measure of consumer awareness of brand value and understanding of the standard (Heinemann, 1998,).

Starbucks comes from the American writer Herman Melville novel "Moby Dick’s first mate. His like drinking coffee. Melville is a famous American literary writer, but few people have read his published books, mainly the people with higher culture. This is the reason why the Starbucks want choose target customer group. And its green logo is a mermaid with two tails, Starbucks target market is not the general public, but a group of white collars like leisure. Starbucks is generally located in the downtown business district and campus. Therefore, the price orientation of Starbucks is that most people can buy products, and Starbucks advocates the value of working hard and enjoying life positively.(Thompson,2004).

Starbucks have many delicious coffee and pastries, to provide consumers with the pianist, European classic music, fashion, elegant European style jewelry, coffee and other supporting the consumer positioning ideas is provide greater value to enjoy middle and high-income people.

Starbucks's global stores jumped from 1,000 to 16,000, and the fastest growing time was to open a new store per 8 hours. In 2007, the excessive expansion of hesitation led Starbucks's sales fell for the first time, and the company's stock prices fell sharply, even later introduced for only $3.95 economic package, sales Instant Coffee, but did not make Starbucks out of the woods(Groth,2011).

A brand target crowd became everyone. Starbucks own brands lost themselves, because of this mistake. Starbucks weakens the characteristics of the original brand and the positioning of the brand. Starbucks slowly lost their own style, gradually degenerated into a stop to buy drinks in civilian areas, in the supermarket can even see $3 two bottles of Starbucks coffee packaging, in numerous office buildings and small shopping malls also have Starbucks. The original experience of the middle and high-income population gradually weakened, the decline of fashion culture, the experience of the environment is gradually blurred.
[image: ](Starbucks annul report 2016)

[bookmark: _Toc16374]3.3 Corporate Social Responsibility
[bookmark: _GoBack]The Corporate social responsibility of Starbucks. Corporate social responsibility (CSR) refers to the responsibility of an enterprise to its interested party in its business operation. The concept of corporate social responsibility is the business operation process must conform to the concept of sustainable development, enterprises need to consider its own financial and operating conditions, should also consider the impact of enterprise development caused by the social and natural environment(Financial Times, 2017).

One of Starbucks's six principles is Contribute positively to their communities and their environment. The Starbucks Foundation was established in 1997 to benefit local literacy programs(Estrada,2014). In 2016, Starbucks created The Big Cow Project, Starbucks together with more than 700 stores, provides nearly 40000 pounds of money for local residents. (Starbucks, 2017) Starbucks attaches great importance to corporate image, through the establishment of a healthy, responsible corporate image affect customer choice. Starbucks, through the service community, donations income, the establishment of funds and other ways to repay the community, bear the corporate social responsibility, and thus establish a good image of themselves. In the practice of responsibility at the same time, for the enterprise to make the best publicity. As a result, there are more customers willing to buy Starbucks product, for Starbucks to generate more profits.

[bookmark: _Toc9191]3.4 Research and Development
For those who are not familiar with Starbucks, and want to enhance their understanding of consumers, Starbucks will provide delicious experience, fully satisfy customer curiosity and curiosity. Starbucks will develop new products for customers to taste, and then through customer feedback to improve products to meet consumers(Frederich,2000). In the new product in 2014, specifically for the Whole Foods market developed two - Evolution fresh Smoothies the Cold-Pressed Organic Splendid Carrot, and Cold-Pressed Organic Avocado Greens. This product is very popular with consumers. (Starbucks,2014)


The process of creating new products and the taste is very important, in order to create these products must have its Research and Development department, research and development is an important part of the strategy, its development tendency to develop new products and improve existing products. Not all new flavors are successful, so the value of developing new products is higher than the value of R & D, so that more benefits can be obtained.

[bookmark: _Toc22855]4.0 Strengths of a differentiation Strategy
[bookmark: _Toc31353]4.1 Implementation
Different regions and different strategies are mainly based on direct operation. Full use of experience: Starbucks believes that their products are not only coffee, but also the experience of coffee shops. For example, Starbucks atmosphere, unique store design and soft music, and other major products: Starbucks suppliers are selected by carefully selected raw materials company. With your own coffee beans, and, in fact, Starbucks's atmosphere is different from other coffee shops, giving people a very positive sense of fashion, which is different from other coffee shops. Location: more crowded shopping circle, and more stations and other places of traffic more frequently, because in addition to selling to the people who want to drink, but also provides a short rest place.

[bookmark: _Toc25628]4.2 Brand Loyalty 
[bookmark: _Toc25389][bookmark: _Toc27581][bookmark: _Toc30036][bookmark: _Toc24931]If a brand can provide high quality services and products, they can gain trust from their customers, brand loyalty is defined as the customer of certain brand loyalty, continue to buy this brand products, this loyalty can continue for a long time(Block & Roaring, 1979).If an organization has the brand loyalty, it will threaten cheaper competitors smaller, because consumers generally think the price is cheap poor quality products, consumers will buy persist in their own brand, thereby let the brand to charge a premium price increase their profits(Motameni,1998).

If an organization has the brand loyalty, it will threaten cheaper competitors smaller, because consumers generally think the price is low poor-quality products, consumers will buy persist in their own brand, let the brand can collect revenue increase profits.

[bookmark: _Toc19451]5.0 Limitations of a Differentiation Strategy
[bookmark: _Toc16570]5.1 Limitation
‘Limitations to Differentiation Strategy Limitations Difficulty in Sustaining Differentiation Over Differentiation Limit to Price Premiums Failure to Communicate Benefits Imitation of Differentiation (Zaware,2016.n.p).’

In a growing market, similar products more goods into the market, constantly updated to keep the difference, so Starbucks difference is very difficult to maintain. Starbucks's competitors can imitate their products. The second is to maintain the difference of product price may be too high, may cause the customer to give additional advantage from product and service to consider product value. Third, if competitors imitate differentiation strategy, provide the same products and services, and reduce the original price, then the differentiation strategy will become disadvantage. (Swamidass,2000)

[bookmark: _Toc19802]5.2 Higher Costs
Use the differentiation strategy of the organization are more likely to provide high quality products with high price, because the supplier can charge more (Meek, et al. 2003). If a product used expensive materials, supplier might rise the price to ensure the income. This may result in the loss of their customers, so they might reduce the price with less profit to hold their customers market.


[bookmark: _Toc22289]6.0 Conclusion
[bookmark: _Toc2110][bookmark: _Toc25297][bookmark: _Toc4566][bookmark: _Toc217]This report explains the concept of differentiation strategy and analyzes the advantages and disadvantages of the formation of differentiation strategy in the process of enterprise operation. Then history of Starbucks company to do a simple introduction, and for Starbucks's operating conditions, the comprehensive analysis of the competitiveness of its brands, including:
· Advertise your brand through corporate social responsibility. 
· Increasing customer loyalty through brand Perception.
· Research and development of new varieties of products.
By using the differentiation strategy Starbucks advantages, these are:
Increasing competitiveness through different products and services.
· Having the ability to charge a premium price 
· Increase customer through brand loyalty.
Finally aiming at the problems, put forward some suggestions on the improvement of business strategy. 
· Competitors can use the same strategy to provide the same product.


[bookmark: _Toc6812]7.0 Recommendations
· Starbucks can make appropriate advertising, looking for more suitable for their own brand positioning advertising model.
· Starbucks should stop blind expansion, clear their own target people is medium and high-income groups, improve the brand competitive advantage.
· [bookmark: _Toc10944][bookmark: _Toc14603][bookmark: _Toc5392][bookmark: _Toc22860]Improve old product through customer feedback,Develop new products according to customer requirements, and improve new products by collecting customer feedback.
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Dear Shareholders,

Twenty-five years ago, | walked into Starbucks first store in Seattle’s Pike Place Market, and enjoyed the best
cup of coffee | had ever tasted. At that moment and in that historic place, | connected with a group of people
who were passionate about sourcing, roasting and sharing the highest quality arabica coffee in the world

with their customers. They sparked that same passion within me. | scooped coffee at this store; | served
customers; and I built Starbucks first coffee bar there. I til have a key to the store, and | often return there

o remind myselfof where we've come fromyand da draw, inspifation for whee we're going.
At our core, we are a coffee company. At our core, we ceebrate the. mevacnun between us and our
customers through the coffee expenem*mm%ymmc heart of

the Starbucks Experience, which more than 170,000 partners (employees) bring to life every day in over
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