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Executive summary
In this report, the focus will be on identifying and analysing the competitive strategy that Starbucks utilises to gain a competitive advantage by showing examples the company has used and is currently using effectively to accomplish their goals and objectives. But before tackling the main question there will be a brief introduction on Starbucks’ history and information, followed by a brief report objective which will also be touched upon here in the executive summary, and finally, in the introduction, I will be covering competitive + business level strategy.
In the main body, I will also be critically evaluating the competitive strategy, looking at the advantages of the strategy and how the potential of each strategy is maximised. On the other hand, there will also be an analysis of the limitations of the strategies in the current environment. Looking particularly at PESTEL analysis and SWOT analysis.
Finally, I will be making appropriate recommendations based on my findings to see what Starbucks could do moving forward in order to maintain their competitive advantage and increase their market share.

Introduction
Starbucks background and information
Starbucks Corporation is well developed international brand and retailer of speciality coffee.  Starbucks stores offer a variety of goods such as coffee and tea, as well as other premium coffee, tea and related products, including packaged roasted whole bean and ground coffees, a variety of premium single-serve and ready-to-drink coffee and tea products, juices and bottled water.  Starbucks also offers an assortment of fresh food and snacks to go with the hot beverages. 
Starbucks begun its journey in 1971, founded by three teachers in Seattle (Jerry Baldwin, Gordon Bowker and Zev Siegel) as a single store called; ‘Star Bucks Coffee, Tea and Spice’. Eleven years later in 1982, Howard Schultz joined Starbucks as director of retail operations and marketing. Starbucks then began providing coffee to fine restaurants and espresso bars. By 1996, Starbucks entered the international market by opening stores in Japan, Hawaii and Singapore in a joint venture with Sazaby Incwhich. Towards the end of the year 2000 Starbucks had set up stores in countries from England to China to Australia with over 3300 stores and by the last quarter of 2008, the total international stores reached 5113 and 11567 stores in the United States. Today Starbucks is the most popular coffee chain in the world; ‘It is the largest coffeehouse company in the world with more than 20,000 stores across 64 countries and territories.’ – ( http://www.mbaskool.com/fun-corner/top-brand-lists/13833-top-10-coffee-chains-in-the-world-2015.html?start=9 )

Report objectives
As already mentioned in the executive summary, here is a brief rundown of the report objectives. Firstly, I will identify the competitive strategy that Starbucks have utilised in order to develop their market position and look into how they’ve put theory into practice. Secondly, whilst considering the business environment in general with all its different internal and external pressures I will critically evaluate the competitive strategies being used by Starbucks and identify the advantages of the strategies but also the limitations. Finally, I will be making recommendations on how to move forward based on my findings.

Starbucks competitive strategy
Peter Drucker writes that; ‘Strategy converts this Theory of the Business into performance. Its purpose is to enable an organization to achieve its desired results in an unpredictable environment. For strategy allows an organization to be purposefully opportunistic’. (Drucker, 2007) Ultimately businesses are successful based on having a solid strategy to accomplish their goals and objectives, carrying out their strategy should allow them to bypass many inevitable obstacles to get to where they wat to be. Johnson and Scholes reinforce Drucker’s statement with the following; ‘Strategic management can be thought of as having three main elements within it, and it is these that provide the framework for the book. Strategic management includes understanding the strategic position of an organisation, making strategic choices for the future and managing strategy in action.’ (Johnson and Scholes, 2008)
Starbucks operates with a broad differentiation strategy, meaning that they differentiate the company's product offerings from rivals' with attributes that appeal to a wide array of buyers. Therefore this allows them to charge premium prices because customers are prepared to pay. Starbucks now offers a variety of goods, such as hot drinks, cold drinks, snacks and sandwiches plus many more. They’ve adapted over the years from their original strategy of just selling coffee to offering a variety of goods, perhaps leaning more towards an emergent strategy.  Yunos writes the following on Starbucks and their strategy; ‘You no longer need to be a coffee lover to walk into a Starbucks; they offer a wide variety of products that extend beyond coffee and its cousins. As mentioned earlier, you can come in for a cup of tea, a smoothie, a muffin or even a book on your way. This gives Starbucks a competitive advantage as they provide consumers with a wide array of product offerings that are made of a high quality material, thus giving them reach into various market segments and customer pools while still staying in their industry.’ (Yunos)


Main body
Coffee Industry 
The industry’s demand for premium coffee and snack products are driven by many factors which include disposable income, coffee consumption per capita, health concern, world pricing of coffee and demographics. This industry is particularly sensitive to macroeconomic factors that impact the growth in household disposable income. During the recession, the decline in household disposable income due to increased unemployment and stagnant wages caused a downward pressure on the revenue and profitability margins in the industry. Another important factor for analysing the demand in the industry is the coffee consumption per capita where the increase in coffee consumption increases the revenue of coffee & snack shops. The main driver of this consumption increase would be the increase in disposable income, as the economy improves, and consumers start to relax their budgets, Starbucks can expect more income.

Starbucks SWOT analysis
Strengths
One of Starbucks’ strengths is their strong brand image. Being known internationally is the dream for any business. And their strategy for expansion is interesting when compared to similar companies. Starbucks traditionally refused to franchise, given the size of the company you’d think that would be one way of expanding quickly with low costs, but they have gone against routine and this is perhaps the main reason for their success. Howard Schultz (CEO) wrote the following in his book; ‘To me, franchisees are middlemen who would stand between us and our customer... If we had franchised [as some executives wanted to in the 1980s], Starbucks would have lost the common culture that made us strong. We teach baristas not only how to handle the coffee properly but also how to impart to customers out passion for our products. They understand the vision and value system of the company, which is seldom the case when someone else's employees are serving Starbucks coffee’. (Schultz, 1997) This shows that Starbucks care to maintain their image, not only for show but because they value what they do, and perhaps this is one of the main reasons they have grown to be successful.  
Another strength is, despite coffee being a common good, Starbucks’ customers value the coffee they sell ahead of their substantial rivals as they have managed to differentiate their hot beverages from their competitors. Each festive season, such as Christmas, Easter etc, there’s always a new and unique product out like the Gingerbread Latte or the Toffee Nut Latte. ‘Although they have considerable competition they provide a differentiated product offer that is valued by customers, even though customers have to pay a relatively high price for a relatively basic service.’ (Lowe and Marriott, 2012) The differentiation is what attracts and keeps the loyal customers willing to pay the premium prices.

Weaknesses 
Being a global brand, there’s always going to be stakeholders picking out the flaws in a company. Looking at Starbucks they have a few weaknesses despite overall being a strong, ethical brand. First of all, despite Starbucks earning the right to charge a premium price for their products through their strong brand and well-earned customer loyalty, these high prices do make them inaccessible to a large percentage of the population. Perhaps lower prices would create more sales with the lower/middle class, but on the other hand it’s the premium prices that help maintain their brand. Jessica Lombardo writes; ‘Starbucks Coffee’s business is imitable in terms of products and café ambiance’. (Lombardo, 2017) Looking at this quote, it seems that Starbucks need to continue to be innovative to maintain a unique image and stay ahead of the competition. 

Opportunities
As always with large ever-expanding companies, there’s always opportunities to expand into new markers in new regions. An idea perhaps for Starbucks would be to push their mobile ordering service a bit more. With technology there is unlimited possibilities and from experience I’ve never experienced anyone using their app in store. The app allows customers to order ahead quickly and pick up instore, just perhaps a little more exposure to the app from advertising campaigns could really see it take off. ‘Starbucks has already set the bar in the industry with this advancement and about 10% of its transactions in the US have been made using mobile applications’ (Geereddy) Ten percent of the US market is a good start but this is a great opportunity for them to introduce technological innovation for themselves and consumers.
As always with ever-expanding companies, there’s the opportunity of entering emerging markets. It’s possible for a large company like Starbucks to enter new countries and markets such as India to acquire yet another large share of the market.

Threats
One problem in the US market that Starbucks must begin to deal with is the self-cannibalisation. Looking at the image in the appendices we can see the overlapping and oversaturation they are experiencing. Kate Taylor writes; ‘Further, the large number of locations makes it more difficult for Starbucks to maintain its status as a premium brand. If Starbucks is everywhere, customers may no longer perceive it as an upscale, coffee-snob-approved experience that's worth paying extra for.’ (Taylor, 2017) The increasing number of stores in the US is damaging their brand and may put customers off seeing as they will not always view it as a premium product if they are ridiculously accessible. Looking at this problem, it also shows the importance of being innovative and being wary of the consequences of your actions. For me, this seems lazy from Starbucks and could’ve been avoided.



Porter’s Five Forces
Michael Porter recognised that there are several ‘forces’ that can impact a company’s profitability, they are summed up neatly in his ‘five forces’ theory. ‘Porter recognized that organizations likely keep a close watch on their rivals, but he encouraged them to look beyond the actions of their competitors and examine what other factors could impact the business environment. He identified five forces that make up the competitive environment, and which can erode your profitability.’ ( https://www.mindtools.com/pages/article/newTMC_08.htm )
Starbucks is currently the leaders in their respective market, with customers and stores internationally across several cultures, strategy is key to earning success and maintaining a competitive advantage.  They must always be ready to adapt to deal with many external factors, for example; Porter’s Five Forces. In the coffee industry, there is the threat of already existing competitors such as Costa, McDonald's, Dunkin’, and many smaller high street coffee shops which according to trends many people are beginning to prefer. But there’s also the threat of new entrants, Nithin Geereddy writes; ‘At a localized level, small coffee shops can compete with the likes of Starbucks and Dunkin Brands because there are no switching costs for the consumers. Even thought it’s a competitive industry, the possibility of new entrants to be successful in the industry is moderate’ (Geereddy) It is a possibility that consumer trends could change towards more localised coffee shops, as people become more conscious of supporting local brands it’s possible that consumers could swap brands with no problem as prices remain fairly consistent. On the other hand, what has made Starbucks so successful is that they can deal with these sorts of risks, the evidence is as follows; Starbucks knows how to capitalise on changing consumer preferences and how to please a wider audience which explains how they adapt to new cultures such as the primarily tea-drinking market in China. ‘Starbucks has maintained its popularity through time by being flexible. It has been open to adapting to changing consumer tastes and preferences. Its flexibility is also a part of the reason that allowed it to succeed in the tough and primarily tea-drinking market of China.’ (Forbes Contributor, 2016) Overall, one aspect of Starbucks’ success is the ability to adapt to consumer wants and needs quickly, therefore retaining customers and attracting new ones. 

PESTLE factors impacting Starbucks
‘The PEST analysis is concerned with the outside environment. Within each criterion are some elements such as the law, physical environment, and perhaps even the mores and ethics of the population. Those who are doing business in a foreign country would find the results of the analysis extremely valuable. Information can determine whether there should be an expansion, or just consolidation of business within the borders. As regulatory restrictions collapse around the world, companies are looking for new markets that have not been probed before. The PEST analysis can help make the decision whether or not a particular country or region holds any potential for profitable business. Any market has the potential for good or bad, and the analysis helps weigh things in a very objective balance. It goes without saying that PEST analysis encourages strategic planning and provides the necessary data.’ https://www.brightonsbm.com/news/pest-analysis-important-for-a-business/ 
Globalisation has changed the way business is done. Companies and Starbucks are setting up shop in every country possible. These come with many political implications such as legislation, law and tax rates. Looking at the latter, Starbucks already has a reputation of avoiding taxes, which has seen the public’s perception of the brand decrease slightly. Ben Chapman of The Independent writes that; ‘Starbucks saw a particularly big fall of 11 points from 58 in 2016 to 47 in 2017 for fairness, ethics and transparency.’ (Chapman, 2017). Seeing as Starbucks do have many positive reviews regarding far trade, worker satisfaction etc. You could argue that a less popular company might have taken a bigger hit from something like this. On the other hand, we have Starbucks’ good side. ‘99% of our coffee is ethically sourced and accredited by Conservation International under our CAFE Practices programme. Our coffee is also accredited by Fairtrade in some of our large European markets.’ (Starbucks) It’s easy for companies to say that they care about the environment and the world etc, Starbucks’ coffee is ethically sourced, and they are proud to operate in this manner, as it gives them a good company image obviously and because they care about the people on both ends of their product, the suppliers and the customers. 
Looking at the social aspect in an internal manner, Starbucks is the only major food and beverage chain to provide health benefits for both full-time and part-time employees. Many employers in the fast food industry do not provide health benefits to part-time employees. Also, each store’s employees can select which local charities they wish to promote through volunteer hours, products, and cash contributions. This keeps their brand image strong but also the workforce feels happy and safe every time they trot into work; Maslow’s hierarchy of needs suggests that health care and safety are crucial elements when motivating a workforce. ‘security of: body, employment, resources, morality, the family, health, property’ (Maslow, 1954)
Technology has become an essential part of twenty-first-century business. Shuhana Yunos write (on Starbucks); ‘The use of technology can improve operational efficiencies. Starbucks offers cheaper and better coffee machines which are available for home usage. For instance, their K-Cups (Keurig) brewing systems are available for purchase in their stores. In addition, advanced technology can be used to improve Starbuck’s Research and Development team.’  (Yunos, 2010) Research and development is vital for a company who is leading the market such as Starbucks because many competitors will be looking at benchmarking their product, and they will look to Starbucks for inspiration and perhaps imitation. Therefore, in order to stay ahead of the competition, they will need to be innovative and well informed on trends and customer needs in order to maintain their competitive advantage.  



Conclusion and Recommendations
Looking at Starbucks as a whole, I think overall, they are a very strong brand and a company with a clear vision that they are committed to achieving in an ethical manner. I believe that they have much more strengths than weaknesses and that they are in a commanding position in their respective market. 
To be critical I think that they must be wary of the number of stores that they open within ‘x’ number of miles of other stores, due to the potential threat of self-cannibalization especially in the US which could see their brand deteriate. Also, I believe that the only big factor against them in terms of their brand is, the history with their tax avoidance. If they can wipe the slate clean and continue to work as they do, they can continue to expand into new markets and take advantage of new opportunities.
In terms of competition, I think they must be wary of companies such as Costa in the UK and smaller coffee shops at a localised level. If they continue to innovate and be creative, the threat of new entrants and/or substitutes should not be a problem for them.
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Exhibit 1: SBUX Overlap Within a One-Mile Radius

2017 2014 2012
SBUX % of unit Percent  Magnitude Percent  Magnitude Percent  Magnitude
Region Units base Overl: of Overlaj Overlaj of Overlaj Overlay of Overlay

California 2,804 20.6% 2F 71.6% 25 70.6% 23
Pacific Northwest 2,022 14.9% 37 70.1% 34 69.3% 32
Midwest 1,807 13.3% 45 48.2% 34 48.0% 3.0
Mid-atlantic 1,284 9.4% 25 57.6% 26 54.7% 24
Southeast 1,284 9.4% 1.0 46.0% 0.8 45.3% 08
Southwest 1.218 9.0% 14 54.9% 14 51.6% 13
Northeast 1,114 8.2% 22 41.6% 20 39.5% 19
Plains/Mountain 735 5.4% 16 57.3% 14 57.5% 1.4
New York 643 4.7% 235 65.4% 233 64.1% 232
Northwest 253 1.9% 1.0 43.8% 0.9 40.6% 1.0
AK, HI, PR 173 1.3% 25 63.3% 20 57.9% 18
Total 13,612 100.0% 36 58.6% 33 57.4% 3.2

Source: AggData and BMO Capital Markets




