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[bookmark: _Toc498522424]Executive Summary
This report will:
◎ Show the Starbucks SWOT analysis
◎ Identify the competitive strategy Starbucks uses to develop its current competitive position,
◎ Illustrate the actions they have taken to achieve this strategy.
◎ Critically evaluate Starbucks's competitive strategy advantages and limitations in its competitive position development.
◎ According to the findings of the investigation, put forward appropriate recommendations for the development direction of Starbucks.

In this report, will presented Starbucks's strategy is the differentiation strategy from Porter’s general strategy and diversification strategy from Ansoff’s matrix.

To analyse the impact of differentiation strategy on Starbucks, the report lists:
The impact of Starbucks's corporate social responsibility on the company
Current Brand perception 

The advantages of differentiation strategy to Starbucks are listed separately:
Gain competitive advantage
Fast occupy the market

Disadvantages brought by differentiation strategy to Starbucks:
Expensive pricing
Imitation of competitors in the same industry

After the 2008 financial crisis, Starbucks adopted a diversification strategy currently, Starbucks began to lengthen their product line, expand their sales range

The report also lists the advantages of diversification strategy to Starbucks as following:



Disadvantages of diversification strategy to Starbucks as following:
Lost a clear market positioning

And combined with the above results, listed some suggestions for Starbucks, which may improve the performance of Starbucks, as follows:
Continue to improve service quality, strengthen the competitiveness of the brand.
Develop new products to cater to the tastes of all kinds of people
Can try to develop in a higher field, enhance the brand position.


[bookmark: _Toc498522425]1.0 Introduce
[bookmark: _Toc498522426]1.1 Starbucks
Starbucks coffee company, founded in 1971, is the world's leading specialty coffee retailer, roaster and brand owner. Starbucks offers a range of special products that provide customers enjoy their products at the store or at home. Including retail 30 varieties of the world's top coffee beans, handmade coffee, fresh delicious cakes of various kinds of food, as well as a variety of coffee machines, coffee cups and other commodities. Starbucks and joint venture partners produce and sell bottled Frappuccino drinks, espresso and ice cream. In addition, there are new products and brands such as Tai Chi tea, Starbucks music CD, etc. (STARBUCKS, 2017) 
[bookmark: _Toc498522427]1.2 Objective 
This report will:
◎ Show the Starbucks SWOT analysis
◎ Identify the competitive strategy Starbucks uses to develop its current competitive position,
◎ Illustrate the actions they have taken to achieve this strategy.
◎ Critically evaluate Starbucks's competitive strategy advantages and limitations in its competitive position development.
◎ According to the findings of the investigation, put forward appropriate recommendations for the development direction of Starbucks.


[bookmark: _Toc498522428]1.3 strategic environment analysis
[bookmark: _Toc498522429]      1.3.1 Starbucks SWOT
Strengths 
Strong brands: Starbucks has a good reputation, so far, Starbucks has been one of the world's most popular brands among young people. Starbucks is the world's largest coffee chain brand.
Business model: Starbucks has adopted a flexible investment and cooperation model because of the different markets and cultures around the world. Starbucks combines local markets to avoid market risks, thereby stabilizing consumer groups.
High coffee quality: both drinks and coffee beans, Starbucks set a strict set of standards. Starting with the selection of coffee beans, all the employees of Starbucks are executed according to the standards until products into the customers' hands.
Customer service: before becoming a full-time employee, they must go through a strict training, employees need to learn how to make drinks, enlarge coffee culture, and how to serve customers. In the process of service, Starbucks implements one to one service. Starbucks has a complete customer care system.
Location: Starbucks stores are always located in the centre of the city, or have a high-visibility places.

Weaknesses
Expensive price: Starbucks is priced more than other coffee brands, especially in some Asian countries.
Large investment spending: companies spend a lot of money to develop new products, the rapid growth of China's stores, making the investment too large.            
Coffee culture differences: in Eastern countries, people do not accept the coffee culture is very high, so Starbucks is likely to be hit in the Eastern market

Opportunities
Expanding the market: Starbucks gradually saturated in the U.S. market, Starbucks can continue to expand into the emerging markets, where the increase in income will stimulate the demand for quality coffee. (Dalavagas, 2016)
Cooperation: Starbucks has been expanding its portfolio in recent years. For example, Starbucks brand cooperation with many cross industry, launched a joint product.

Threats
Competition: Starbucks has the pressure from competitors, such as wheat and coffee, Costa are a threat to Starbucks, their price is lower than Starbucks. Because of this, Starbucks has come from peer pressure.
The rising cost of raw materials: Starbucks for raw materials and strict, so the cost of raw materials is also rising.
[bookmark: _Toc498522430]1.4 Business Level Strategy
Business-level strategy was defined by Barney & Hesterly. (2006, P116)
“business level strategy are actions firms take to gain competitive advantages in a single market or industry.”

business level strategy was included:
Cost leadership
Differentiation

Starbucks business level strategy choose differentiation strategy, in other words, it provides a selection of key products to specific customers, so that customers can enjoy coffee or tea drinks tailored in Starbucks.

[bookmark: _Toc498522431]1.5 competitive advantage
Competitive advantage is existing when a company has a product or services is perceived by its customers as better than its competitors. (Lumpkin and Taylor 2005) In general, a company can have a competitive advantage in that its economic value is much higher than that of other competing companies. (Barney & Hesterly, 2006) 
[bookmark: _Toc498522432]1.6 Porter’s Generic strategic 
According to Michael Porter analysis, the 3 basic points of cost leadership, differentiation and focus make the firms gain competitive advantage. He regards the strategy of the three basic points as the generic strategy. (Porter, 2004) Cost leadership strategy means to provide standard products at low price to customers who are sensitive to the price. Differentiation strategy refers to the special products and services provided by the customers who are relatively insensitive to the price. Focus strategy (focus) is to provide products or services to a small number of customer groups. (David, 2013)
[bookmark: _Toc498522433]2.0 Findings
The strategies that Starbucks used can divided into two periods. In the early stage, Starbucks using is differentiation strategy in The Porter's Generic Strategies. Starbucks successfully used the differentiation strategy to occupy the coffee market and has been in the leading position. But after the global financial crisis in 2008, Starbucks began to transform into diversification strategy. Obviously, this transformation is successful. Starbucks began to stretch the product line, it was no longer just coffee drinks.
[bookmark: _Toc498522434]2.1 Differentiation Strategy
Differentiation strategy is a way to develop unique products or services of a company. The customer will find product or service is differ from competitors. Differentiation strategy is a way for enterprises to make use of them to differentiate from competition. If successful, its uniqueness will be rewarded with premium. However, it is difficult for companies to provide unique products or services without raise costs, so they need to successfully attract customers to pay additional costs. (Porter, 1985) Differentiation strategy is not suitable for small companies (Wright, 1987)
[bookmark: _Toc498522435]2.1.1 Starbucks’s Differentiation Strategy
Differentiation strategy pursues uniqueness, not because it wants to be different from competitors. It is the understanding of customers and how Starbucks products meet their needs. Therefore, the pursuit of differentiation advantage become the core of business strategy. Starbucks gives customers a unique experience in terms of products and services. In terms of services, Starbucks gives consumers one to one service. Consumers are regarded as the leading role, so that consumers can get a completely personalized experience. In terms of products, Starbucks can recommend different points products according to the different customer groups, and even can customize the exclusive drinks according to the taste of consumers. This is also a competitive advantage different from competitors in the industry. Starbucks will integrate the local culture in the product and store decoration, which is also the embodiment of Starbucks's differentiation strategy. Starbucks has an excellent performance in cooperate social responsibility (CSR).
[bookmark: _Toc498522436]2.1.2 Corporate Social Responsibility
The definition of Corporate social responsibility is:
“Corporate social responsibility (CSR) is a business approach that contributes to sustainable development by delivering economic, social and environmental benefits for all stakeholders.” 

The understanding and definition of CSR is different for every company and country. In addition, corporate social responsibility is a widely concept, involving many issues, such as human rights, corporate with government, working conditions and contribution to economic development. Whatever the definition, the purpose of corporate social responsibility is the same, that is, to promote sustainable development change. (Financial Times)

Starbucks's social responsibility is reflected in many ways, such as Starbucks's support for local communities, Starbucks's additional benefits for employees, Starbucks's water saving programs, and so on. Starbucks employees and customers have contributed over 3 million hours of community service over the past seven years. (Starbucks, 2015) When the financial crisis, the most companies began downsizing in order to reduce costs, but Starbucks is still committed to training employees, making some coffee culture appreciation and tasting. 
[bookmark: _Toc498522437]     2.1.3 Brand Perception
The meaning of brand perceptions is that shaped by the sum of all experiences customers have with company’s brand. (Friederichsen, 2017) In a word, when people believe the value of what they get, they buy, and their attention is influenced by brand awareness and impression.

Starbucks' brand perception was hit due to they announced to hire 10,000 refugees. After that, consumers say they did not likely to buy its coffee.

[image: ]
Figure 1 The YouGov BrandIndex of Starbucks Perception Tarcker
Business Insider reports that the number of Starbucks' brand perception has dropped to 24 percent since the announcement. (Zilber, 2017)
[bookmark: _Toc498522438]2.1.4 the advantage of Differentiation Strategy
gain competitive advantage
Starbucks has won most of the coffee market shares by upgrading and innovating its products. Starbucks's one to one service has made a lot of customer satisfaction. Therefore, Starbucks can gain competitive advantage in the market competition.
occupy the market rapidly
Starbucks can make customized drinks for a specific group and meet all the needs of customers, so they are willing to become long-term customers of Starbucks. And Starbucks emphasizes a coffee experience, customers buy Coffee feel greatly improved. As a result, Starbucks's position was different, and competitors quickly occupied the coffee market.
[bookmark: _Toc498522439]2.1.5 The disadvantage of Differentiation
expensive costs 
Because of differentiation strategy, making the price of Starbucks is also higher than the average coffee shop, so Starbucks get a high profit return. If the purchasing power of the lower customers, compare prices, may not choose to Starbucks consumption.
risk of imitation
Because of the differentiation strategy of Starbucks, Starbucks's products are unique. But in many small coffee shops, Starbucks will be imitated as an object to launch similar products and services. That's a bad thing for Starbucks.
[bookmark: _Toc498522440]2.2 diversification strategy
“Diversification is a corporate strategy to enter into a new market or industry in which the business doesn't currently operate, while also creating a new product for that new market. This is the riskiest section of the Ansoff Matrix, as the business has no experience in the new market and does not know if the product is going to be successful.” (Ansoff, 1957)

[bookmark: _Toc498522441]2.2.1 diversification strategy of Starbucks
After the financial turmoil in 2008, Starbucks began to transform into diversification strategy. Starbucks has gradually expanded their industry, and began to touch the CD industry, food industry, gift cards and so on.

In 2015, Starbucks announced a record growth in the first quarter of fiscal year 2014, with an increase of 29% to $814 million, compared with an increase of 5%. These are the positive financial trends brought about by diversification to Starbucks. This trend spans the past few years. In 2011, Starbucks announced that it had changed its logo. This means that Starbucks officially diversified to the development strategy.
[bookmark: _Toc498522442]2.2.2 the advantage of diversification strategy
Sales growth
After the development of Starbucks to many industries, sales are increasing day by day. It's no longer just the coffee shop in the past, but it's becoming more diverse, making customers more interested in Starbucks.
[bookmark: _Toc498522443]2.2.3 the disadvantage of diversification strategy
indefinite market position
Diversification strategy has created a problem, Starbucks's original market positioning is clear, after the diversification of product changes, the market positioning began to become not clear, which is detrimental to the sustainable development of the brand.
[bookmark: _Toc498522444]3.0 Conclusion 
Starbucks through the different in the two periods of the strategy, to great effect to occupy market share up. Starbucks has been successful and stable in the world coffee market and has been a leading company.
By using differentiation strategy, Starbucks has laid a good foundation for the early stage of the company's development, which is reflected in: stabilizing the special group customers;
Because the first no two products and services to the company created a good reputation, and nearly a hundred years can not stand up;
In the late development of the company, Starbucks joined the diversification strategy. Starbucks has been able to make another peak in sales and bring more profits to the company.
[bookmark: _Toc498522445]4.0 Recommendations
Continue to improve service quality, strengthen the competitiveness of the brand.
Develop new products to cater to the tastes of all kinds of people
Can try to develop in a higher field, enhance the brand position.
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