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Executive Summary
Starbucks is one of the most popular coffee brands around the world, it founded in 1971. In 1986 Howard Schultz set up his first specialty coffee shop in Seattle, Washington and shortly after he brought the Seattle Starbucks’ asset. In 1993, Starbucks continued to expand aggressively and set up offices in Washington, D.C., to enter the East Coast market. This expansion has continued, in addition, nowadays Starbucks opens more than 23000 stores around the world. (Wikipedia, 2016).
With the development of Starbucks, more and more people begin to analysis Starbucks competitive strategy. This report will identify Starbucks competitive strategies and analysis these by PEST Analysis, Porter’s Five Forces Analysis and SWOT Analysis. Based on the professional knowledge and Starbucks situation, this report is going to table some constructive proposals. 









1.0  Introduction
1.1 Starbucks’ background
Starbucks is headquartered in Seattle, Washington State Parker marker, it founded in 1971. Nowadays, it is the leading coffee chain in the world. In March 1987 Il Giornale purchases Starbucks assets and changes its name to Starbucks Corporation in August of the same year. Since then, Starbucks has changed its original framework and started selling coffee drinks. At the same time, Starbucks is no longer just a quiet coffee shop in Seattle, but a chain of coffee store in the world. In 1992, Starbucks completes its initial public offering (IPO), and common shares traded on the NASDAQ (National Association of Securities Deal Automated Quotations) National Market with "SBUX" as trading code, creating a new chapter for the company's development. (Starbucks corporation.com)
As of November 2016, Starbucks operates over 23,000 coffee shops in 75 countries across North America, Asia Pacific, EMEA, and Latin America. (Wikipeidia.com) In order to achieve the goal what makes Starbucks become a warm and comfortable “third place” apart from the workplace and living quarters, the company has been guaranteed to offer the highest quality coffee and services to their clients and to create the most memorable “Starbucks experience”. In the meantime, the company insist on contributing to the community, such as reflecting corporate social responsibility, improving the environment, rewarding partners and farmers who work in coffee production areas.
1.2 Objectives of the report
The propose of this report is to recognize the Starbucks’ competitive strategy which Starbucks have utilized to develop its current competitive position. In addition, objective analysis and evaluation the competitive strategy that Starbucks used. Ultimately, to table some constructive proposals for Starbucks’ future competitive strategy implementation by combining with the actual development and professional knowledge.
1.3 Competitive Strategy
· Differentiation Strategy 
· Diversification Strategy
· Intensive Strategy

2.0 Main Findings
    “Strategy is the direction and scope of an organisation over the long term, which achieves advantage in a changing environment through its configuration of resources and competences with the aim of fulfilling stakeholder expectations.” (Johnson et al 2011) it is obvious to know that strategy and strategic management are play an important role in an organization, furthermore, it might decide an organization if it will succeed or not. Next part will focus on the Starbucks strategy and analysis.
2.1 General overview of appropriate strategy
Differentiation strategy 
“A differentiation strategy focuses on how to deliver products that customers perceive to be valuable and different.” (Mike W. Peng, 2008, Global Strategy, p 45) From the point of management, differentiation strategy is one of Starbucks’ competitive strategic. Starbucks has earned higher profits and better reputation than ordinary coffee shops by providing differentiated merchandise and services in coffee beverage industry. Starbucks’ differentiation strategy is mainly shows in two points: ⑴ According to the different consumption situation of different markets in the world, Starbucks adopts flexible investment and cooperation mode. ⑵Starbucks not only think their coffee as a product , but also regard the experience of coffee shops as a product, hence Starbucks is particular focuses on communicating with their customers.
Diversification strategy
“Diversification is a strategy of increasing sales by introducing new products into new markets.” (Charles W. Lamb, 2009, MKTG, p 22) Starbucks, which was originally founded for offering high-end coffee products. In order to gain the competitive advantage, Starbucks has been diversifying since its inception. They offer not only coffee, but different beverages, such as bottled water and soft drinks. In addition, Starbucks also provides breakfast potions, sandwiches and wraps, with their high quality coffee. According to the different cultures of different countries, Starbucks also introduce different areas of limited commodities, such as Japan Starbucks launched cherry blossoms cup, Chinese Starbucks launched the mid-autumn moon cake.
Intensive strategy
In addition to differentiation strategy and diversification strategy, Starbucks also implemented intensive strategy. Intensive strategy include: ⑴ Market Penetration ⑵ Market Development ⑶ Product Development.
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Figure 1: Ansoff ’s Strategic Opportunity Matrix

2.2 Starbucks’ Strategy Analysis  

2.2.1 PEST Analysis
    “PEST divides the overall environment into four areas and covers just about everything that can affect an organization. The four areas are: Political, Economic, Social and Technological.” (Anne Gregory, 2000, Planning and Managing Public Relations Campaigns, p 49). It is very useful to analysis Starbucks strategy.
Political
    The main political factor is the political situation. Most of Starbucks' coffee beans are from the Middle East, which has attracted the attention of Western politicians and countries of origin. Companies should set an example to adhere to social and environmental norms.
Economic 
On account of the global economy continues to decline, more and more consumers are reluctant to spend $4.35 to buy a cup of coffee, instead of looking for low-cost substitute products.
However, there is a huge market in China, with the growth of China's economy, Chinese consumption level is getting higher and higher, people began to pursue higher quality of life. 
Social
Generally, there are many consumers like the atmosphere and environment of Starbucks instead of drinking coffee. So they're willing to buy some ancillary products at Starbucks. Therefore, there are still many potential customers in the cafe.
From the demographic structure, young and middle-aged people will become the main consumer groups, most middle-aged consumers are office workers. Therefore, companies do not need to worry about their economic capacity, coffee consumption does not cause financial pressure. With the expansion of coffee consumer groups, more and more consumers are attracted by the coffee culture.
Technological
Starbucks has the ability to gain the strengths from the emerging mobile wave. In order to cope with the mobile wave better, Starbucks is cooperating with Apple to launch an app based on discount coupons.
As technology advances, mobile payments are becoming more and more popular, especially in China. This payment method saves more time for people and improves the efficiency of Starbucks.
2.2.2 Porter’s Five Forces Analysis
The Porter’s Five Forces Analysis is a framework by Michael E. Porter in 1979. The role of this framework is to analysis industry and develop business strategy in order to achieve a goal of the company. According to Michael porter there are five main factors affecting business.
[image: ]
Figure 2: porter’s five forces (Roberta Greenspan, 2017)
    From this figure, it is easy to see how to relieve pressure from competitors is significant. There are many competitors around the world, like coast, McCafe. Other main point is the threat by substitute by products, with the economy downturn, more and more cheaper coffee and soft drink into market. Half of consumers are willing to buy cheaper one instead of Starbucks. On the other hand, it also affects the purchasing power of consumers.
2.2.3 SWOT Analysis
    “A SWOT analysis is a tool that helps you evaluate the Strengths, Weaknesses, Opportunities and Threats (SWOT) involved in any business enterprise – including farms and ranches.” (SWOT Analysis: a tool for making better business decisions, 2008). The report will analysis Starbucks’s strategy from strengths, weaknesses, opportunities and threats points.
Strengths 
Starbucks adopts a flexible investment and cooperation mode because of the different consumption situation of different markets in the world. In order to control Starbucks’ quality of service, company takes direct management to operate stores around the world. At the same time, Starbucks succeeded creating a “coffee religion” which is characterized by “Starbucks experience”
Starbucks always undertakes wonderful quality and keep on offering the best quality coffee to their consumers. Starbucks' selection of raw materials is so strict that everyone who loves Starbucks could drink the most authentic coffee. In the meantime, customers can communicate with employees. If customers want to know more knowledge and culture about coffee, employees will be enthusiastic to explain to customers.
Weaknesses
    Rapid expansion did not bring Starbucks performance improvement and brand promotion, on the contrary, it hurts Starbucks healthy development. The Starbucks that led to its core experience have diminished and the service has been reduced. For Starbucks, which is located in a prime location, speeding up the store will affect Starbucks in many different ways, including its funding chain, Starbucks’ cost control, affect company’s financial decisions and reputation.
Opportunities 
Globalization brings a significant opportunity for Starbucks around the world. The accelerated global population flow brings opportunities for Starbucks to promote international brand chains.
According to the related reports, China will become the largest consumer country of coffee all over the world and will grow at a rate of 30% annually. In addition, the Chinese market has not yet reached saturation and it is a typical incompletely competitive market. It is helpful for Starbucks to expand its brand effect.
Threats
Nowadays, the competition in the coffee industry is very fierce. The reality and potential competitors of Starbucks are numerous, such as convenience stores, fast food restaurants and fixed-point coffee makers. Obviously, they will also grab the market through price wars.
The imbalance in regional development has led to differences in people's incomes across the country, which pose a challenge to the uniform price of Starbucks.
	Strengths
· Flexible choice of business mode (2)
· “Third place” experience (3)
· Coffee quality and technology (5)
· Considerate customer service (4)
· Superior geographical location (1)
	Weaknesses 
· Experience has diminished (2)
· The pressure of capital chain (3)
· Organizational structure is inefficient (5)
· Higher price than other competitors (4)

	Opportunities 
· Globalization (5)
· China’s potential market (4)
	Threats 
· Many competitors (5)
· Regional development imbalance (3)
· Abundant substitutes (4)


Figure 3: SWOT analysis 

2.3 Advantages 
· “It’s not just coffee. It’s Starbucks.” People who are addicted to Starbucks will explain this. It is clear to see that in the minds of consumers, Starbucks has gone beyond a cup of coffee, it should become a culture. The unique “third place” concept that Starbucks brings to consumers is somethings that other coffee shops cannot do. 
· “As part of the September 2015 announcement, Starbucks has implemented the ‘Home Sweet Loan’ programme, developed by Shelter as the Tenancy Deposit Loan Scheme. This programme provides interest-free loans to help partners pay rental deposits when they are moving into a new home.” (Starbucks company official report,2015). It is easy to know that Starbucks is a company which pay more attention on their staff. In addition, this is the reason why Starbucks staff is willing to work in Starbucks.
· Starbucks coffee has always maintained high quality. In addition, Starbucks continues to introduce new products which changes with the seasons. Not only that, Starbucks’ services tent to be localized. For example, in the U.S. stores, you can record your own CDs. During the traditional Chinese festivals, you can purchase some beautiful Starbucks gifts.

2.4 Disadvantages
· With the advent of coffee substitutes and the global economic downturn, the price of Starbucks coffee has become one of its most obvious disadvantages. “Clients would like to cost $1.75 in McCafe rather than spend $4 in Starbucks.” (2015, Starbucks case analysis p. 2)
· Although Starbucks has an increasing number of global chains, the decline in coffee quality and service is inevitable. On the one hand, this has accelerated the brand's flattening, on the other hand, it has lost its brand spirit.





3.0  Conclusion
    To conclusion, this report defines Starbucks’ competitive strategy at first. Analyzing objectively the competitive strategy of Starbucks from the two aspects of internal environmental factors and external environmental factors. By porter’s five forces analyzing, it is obvious that the strongest forces from rivalry, the power from buyers and the threat by substitute products. From SWOT analysis, it is not difficult to know that Starbucks is faced challenge and many threats are deserved cause the company’s attention. Although Starbucks did a good job on setting brand sprit, the wide range of rapid expansion might losses that you cannot imagine. According to these problems, the report will give some suggestions for Starbucks. 











4.0  Recommendations
· Slow down the speed of opening chain
It is easy to know that according to the rapid expansion, Starbucks's service quality began to decline, and the reputation of consumers also declined sharply, so it is important to slow down the speed of opening chain and improve the quality of service.
· Continually improve service quality and retain consumers
In order to attract and retain more consumers, Starbucks needs to improve the quality of service, adhere to the original intention of the enterprise.
· Becoming more environmentally friendly
If you want to be an organization that consumer respects, you have to be responsible for society. Protecting the environment is a concern of the whole world, and it is essential to be more friendly to the environment.
· Innovation and brand extensive
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