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The purpose of this report is to analyse the competitive strategy of the Starbucks Coffee Company.
It will begin with a brief overview of Starbucks, along with some definitions of what strategy is. 
It will continue with an in-depth analysis, first of what strategy Starbucks have used to maintain their competitive advantage, then further detailed analysis of the strategy using SWOT, PEST and Stakeholder tools.
It will conclude with a summing up of the success of Starbucks’ competitive strategy, along with some recommendations for the future. All of this will be underpinned using various business and strategy theory, along with examples of actions by Starbucks.
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“Every day, we go to work hoping to do two things: share great coffee with our friends and help make the world a little better” (Starbucks Coffee Company, 2017).
Starbucks began in 1971 in Seattle as a single store. Original CEO Howard Schultz joined in 1982 and purchased Starbucks (with the help of investors) in 1987. The company mission states that it is “to inspire and nurture the human spirit – one person, one cup, and one neighbourhood at a time”, something that ties in with the Italian coffeehouse culture that so inspired Schultz in the 80’s (Starbucks Coffee Company, 2017).
By the end of 2016, there were 25,085 Starbucks coffee houses worldwide, with 13,172 situated in the United States - over 5 times as many as any other country (Statista, 2017). It has expanded enormously from its beginnings as a purveyor of quality whole bean and ground coffee, as it now sells varied caffeinated products, soft drinks, teas and tea blends, fresh food instore, and various Starbucks Merchandise. There are also Starbucks products on sale in other stores to recreate the Starbucks experience at home (Starbucks coffee Company, 2017). The portfolio has increased from the one Starbucks shop in Seattle to include other retail outlets such as Teavana, Tazo, Ethos Water and Torrefazione Italia Coffee (Starbucks Coffee Company, 2017).
Starbucks maintains its headquarters in Seattle, Washington where, as of 2015, it employs in excess of 3000 people (Wikipedia.org, 2017). Its 2016 revenue was in excess of $21 billion, its highest ever (Statista, 2017).  

[bookmark: _Toc499323031]What is Strategy?
Business strategy as a whole is widely considered a difficult concept to define, in that it deals varyingly with so many different aspects of business and its environment. 
Back in 1962, noted historian Alfred Chandler defined strategy as “the determination of the basic and long-term goals and objectives of an enterprise, and the adoption of courses of action and the allocation of resources necessary for those goals” (Chandler, 2003). In contrast, Porter (1980) defines strategy in a more competitive light, stating that strategy was “a broad formula for how a business was going to compete […] and what policies will be needed to carry out [its] goals” (Porter, 2014). A further definition came from Henry Mintzberg, who poetically described strategy as a “pattern in a stream of decisions” – a sentiment that well expresses the flow of ideas into a businesses’ “realised” strategy (Mintzberg and Waters, 1985) (see image 1 below).
[image: ]
Mintzberg and Waters, 1985

Strategy can be both intended and emergent, whereby the initial intentions of a business are waylaid due to the circumstances surrounding said business (Mintzberg and Waters, 1985). Both the macro and microenvironments around the business impact greatly on strategy, and a successful strategy will consider both. 
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One of the primary purposes of an investigation into corporate strategy for a business is to analyse and criticise how their strategy is working. Careful and considerate analysis of a business can help inform management of how successful the strategy is, or if changes need to be made. Drucker (1985) noted that, in business, nothing is constant, and while some objectives may remain the same, our environments will change, both internally and externally (Swaim, 2013). This necessitates examining our strategy to inform where the company is lacking, and where there is potential for further opportunity or development, in addition to clarifying successes. It can help guide managers as to whether their strategy is cohesive and efficient in adapting to expected and unexpected changes in its environment (Johnson, Scholes, and Whittington, 2015). 
This report aims to delve deeper into the competitive strategy of the Starbucks brand. It will pay particular attention to SWOT and PEST Analysis, Stakeholder analysis, competitive advantage, and how all this enables Starbucks to remain the premier brand for coffee houses worldwide (Statista, 2017). It will continue to discuss the advantages and disadvantages found within their strategy (intended or otherwise), and suggest some recommendations to help Starbucks address them. 
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[bookmark: _Toc499323034]What is Starbucks’ strategy?
“To inspire and nurture the human spirit – one person, one cup and one neighbourhood at a time” (Mission statement, Starbucks Coffee Company, 2017).
“It happens millions of times each week – a customer receives a drink from a Starbucks barista – but each interaction is unique” (Starbucks Coffee Company, 2017).
The above suggests that Starbucks aim to elevate themselves above the everyday, differentiating themselves and their products above your generic coffee shop. They state their values as; “Creating a culture of warmth and belonging. Acting with courage, challenging the status quo and finding new ways to grow our company. Being present, connecting with transparency, dignity and respect. Delivering our very best in all we do, holding ourselves accountable for results. We are performance driven, through the lens of humanity” (Starbucks Coffee Company, 2017).
In order to help define strategy, Bowman (1997) suggested use of the Strategy Clock. The varying strategies within the clock are based on the perceived value of the goods or service provided, and the price put on them (see image 2 below).
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Bowman’s Strategy Clock
(West, Ford and Ibrahim, 2015)

All of the above is indicative of a strategy of differentiation, being above par in terms of their products and service, and striving to be the first to embrace and adapt to change – therefore making themselves a market leader. Using the term “creating a culture of warmth” certainly suggests that Starbucks consider themselves unique in their business environment. Porter defined differentiation as a strategy where the business aims to be different from the others using higher quality products and/or service (Griffin, 2008). 
However, it is also worth considering the strategy of focus differentiation (Griffin, 2008). Starbucks are primarily a coffee house, supplying caffeinated drinks – while they have expanded significantly from their initial store in Seattle, the basic premise remains the same. They have differentiated their product, but their focus remains the same (Johnson, Scholes, and Whittington, 2015, Griffin, 2008). For that reason, it would be fair to suggest that Starbucks have pursued a “hybrid” strategy of differentiation and focus differentiation (Johnson, Scholes and Whittington, 2015). 
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To assist in comprehensive analysis of the strategy of Starbucks, the report will initially utilise a SWOT analysis. A SWOT is an analytical tool to help discover the strengths and weaknesses in an organisation, along with opportunities and threats that may be evident in the wider environment. The results of a SWOT can be useful for management to implement further strategy and see how their company/department is doing (Johnson et al, 2008). In the below SWOT analysis, care has been taken to rate each entry on its perceived importance, with one being the most important, and six being the least.
	STRENGTHS
	WEAKNESSES

	1. Biggest number of stores worldwide
2. Consistent product innovation and seasonal product innovation (new flavours/innovative stores/purchase of Frappuccino)
3. Product diversification in Chinese market
4. Creating employment in deprived economic areas 
5. Worker and customer satisfaction
6. Commitment to sustainability and environmental factors
	1. Market saturation 
2. Non-recyclable cups
3. Getting further away from “coffee house culture”
4. Starbucks brand is at odds with some local culture


	OPPORTUNITIES
	THREATS

	1. Further addressing of health concerns (consumer requirements)
2. Address and commit to better recyclable materials in cups
3. Fast adaptation to change in consumer requirements
4. Further customer loyalty using details from Loyalty card to create a unique experience
5. Further adaptation of stores (roasteries, reserve stores etc.) for counter-culture 
	1. Ethical stance at odds with some customers
2. Increase in independent coffee shops due to bad press
3. Counter culture movement is growing as consumers are more aware of bad practice
4. Health concerns
5. Technological advancement taking away from “coffee house culture”
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It is clear that from the analysis above, Starbucks is in an excellent position in terms of competitive strategy. The vast number of stores worldwide (Statista, 2017) show that they have an advantage over any other competitors simply due to volume of numbers. Their strategy of differentiation is successful also due to the huge variety of products now available from the Starbucks brand (Starbucks Coffee Company, 2017).  
An essential ingredient of Starbucks’ continued success is how successfully they entered the Chinese market, which is considered a tough global market for US companies to enter. This was due to Starbucks taking note of Chinese tea-drinking culture, and adapting its products for that market successfully (Forbes, 2017). China now has the second highest volume of Starbucks stores globally (Statista, 2017). Worker satisfaction (The HR Digest, 2017), adaptation of products in light of health concerns (Rodionova, 2017) and their commitment to global responsibility (Starbucks Coffee Company, 2017) are also excellent examples of how successful their strategy is, and also bring further opportunities for the brand to maintain its success in the future.
[bookmark: _Toc499323037]Disadvantages
The primary problems noted from the SWOT analysis are mainly to do with market saturation and customer perception. There are a record number of Starbucks in America, and recent analysis suggested that the increase in stores is not translating to an increase in purchasing – rather it is simply dividing traffic between more Starbucks stores (Maynard, 2017). In the UK, the BBC have also reported that the “coffee house” culture is likely to reach a saturation point within the next 5 years (BBC News, 2017)
The ease of access to information has put big business under further pressure to be clear in all its dealings (Crane and Matten, 2007). This has been a double-edged sword for Starbucks. There had previously been an outcry over alleged tax avoidance, leading to the firm having to pay out a greater sum in later years (Financial Times, 2017). Starbucks appears to have weathered this storm due to its record takings in 2016. Conversely however, a recent pledge by Starbucks to hire refugees - something that undoubtedly goes hand-in-hand with its mission to be globally responsible – has caused an enormous furore, so much so that sales actually dropped after the announcement and six out of every 10 tweets about Starbucks were negative (Swan, 2017). However, this could be beneficial for Starbucks in reaching out to the consumer “counter-culture” (Heath and Potter, 2009). 
It is also worth noting that Starbucks have a problem with the recyclability of their cups (TreeHugger, 2017) – something that is at odds with their environmentally friendly image.
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A PEST analysis is also considered a useful tool in examining how the macro environment can affect a business. Managers can then use the information gleaned from the analysis to better inform their decisions (Johnson et al, 2008). The different factors of a PEST analysis are Political, Economic, Social and Economic. Again, in this analysis tool each entry will be rated on its perceived importance by the author, 1 being the most and 4 being the least.
	POLITICAL
	ECONOMIC
	SOCIAL
	TECHNOLOGICAL

	1 – Brexit (UK and Europe)
2 – Adherence to laws of retailing countries and raw materials countries.
3 – Awareness of political situations in supplier countries
4 – Awareness and adherence to fair working hours/conditions for employees and suppliers
 
	1 – Brexit (UK and Europe)
2 – “Premium” coffee is helping economy (“Starbucks effect”)
3 – Economic downturn in retailing areas due to 2008 recession


	1 – Customer awareness of fair working practice
2 – Increased scrutiny of adherence to taxation laws and perceived tax avoidance 
3 - Customer perception of big business schemes
	1 – Increased dependence of mobile technology brings opportunity
2 – Advanced technology in the home (i.e. coffee machines) 
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The “Starbucks Effect” is something that can be directly attributed to the differentiation strategy of Starbucks. By retailing their product as a premium luxury item, they have stimulated the coffee industry as a whole, and led to increased sales of coffee in other venues as well (Vishwanath and Harding, 2000). 
The increase in technological advances is also a huge advantage, as Starbucks has the opportunity to pioneer new platforms, such as the cashier-less store in its Seattle HQ (o'Shea, 2017). This was created in response to a problem with mobile ordering in some of its stores. To be at the forefront of technology is vital to remain competitive in business, especially as each generation depends more and more on technology (Carroll, Brown and Buchholtz, 2017). Therefore, this willingness to adapt and embrace new technology can only be positive for Starbucks.
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Brexit is likely to be a huge disadvantage for Starbucks. It was estimated that Britain’s withdrawal from the European Union would have a disastrous effect on the British economy, and Starbucks profits were likely to be affected (Thestreet, 2017). Starbucks have already noticed a downward trend in sales in the UK, something they have blamed on Brexit, and shoppers cautiously avoiding the high street (Wood, 2017).
As above in the SWOT analysis, it is more important than ever for retailers to be clear and fair in their dealings with staff. Any suggested infraction of fair working practices is likely to have a negative effect on the brand and competitiveness of Starbucks (Crane and Matten, 2007). Therefore, policy changes that do not take all employees into account (Redden, 2017) will put the company at a disadvantage, as more discerning consumers look to spend their money elsewhere.

[bookmark: _Toc499323041]Stakeholder Analysis
Each business will consist of multiple stakeholders. These are “groups with whom the organisation has a relationship” (Baines, Fill and Page, 2011). Starbucks has a particularly interesting group of Stakeholders, due to its nature as a for-profit business and its commitment to social and global responsibility (Starbucks Coffee Company, 2017). Not-for-profit organisations can often have a complex relationship with their stakeholders, simply due to them having so many and all with conflicting values and expectations (Baines, Fill and Page, 2011, Bryson, 2004). It is the opinion of the author that many no-for-profit stakeholder expectations will be relevant in a Stakeholder analysis of Starbucks. The various stakeholders are shown below in the Stakeholder Map.

(Adapted from; Freeman, 2010)
In order to more fully understand the relationship with the various Stakeholders, a Stakeholder Mapping Matrix will be undertaken below. The purpose of the matrix is to determine which stakeholders have the power to influence the company, and which have a stake in the business of the company (Baines, Fill and Page, 2011). 

(Adapted from; Baines, Fill and Page, 2011)

Maintaining stakeholder satisfaction and keeping stakeholders informed throughout processes will have a huge influence on how well a company can perform competitively. Satisfied stakeholders increase a firm’s perceived value, especially if there is seen to be a relationship between said stakeholders (Hillman and Keim, 2001). Starbucks puts emphasis on its global responsibility, ethical framework and community work (Starbucks Coffee Company, 2017). This in turn gives its partners, customers and suppliers a relationship with both Starbucks and those who Starbucks are seen to help through its initiatives.
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After analysis of the strategy of Starbucks, it seems that Starbucks’ strategy is working extremely well for them. They have absolutely differentiated themselves in terms of product and customer service, and their adaptation to change is impressive. Their PR for the brand is very good, and their sensitivity to cultural differences in to be commended, but in the current digital age it is important that what they say and do correspond. Negative press regarding cup recycling and preferential treatment for managers may damage the brand, meaning they will have to adapt their strategy accordingly. However, it is the opinion of the author that Starbucks have shown themselves to be very adaptive to adversity, and react to it well and quickly.

[bookmark: _Toc499323043]Recommendations

· Further investigation into cup recycling/benefits for using reusable cups
·  Further utilisation of Loyalty card to bring about a more personal experience
· Review of maternity and paternity policies for parity across the company
· Public address for reasons of hiring policies of refugees, and further promotion of their social initiatives to allay fears of some stakeholders
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