	
	REFERENCES



	
	REFERENCES



	


Table of Contents
1.0 EXECUTIVE SUMMARY	3
2.0 INTRODUCTION	4
2.1 Starbucks	4
2.2 The Goal of the Study	4
2.3 Business Strategic Management	4
2.4 Business-Level Strategy	5
2.5 Unique Selling Point	5
2.6 Porter’s Generic Strategies	6
3.0 BUSINESS STRATEGIC MANAGEMENT AT STARBUCKS	7
3.1 Porter’s Generic Differentiation Strategy	7
3.2 The Differentiation Strategy Adopted at Starbucks	7
3.2.1 Innovation in Product Uniqueness	7
3.2.2 Attractive Store Design	8
3.2.3 Unique Company Culture	8
3.3 Advantages of the Differentiation Strategy	8
3.3.1 Possibility of Charging a Premium for Product or Service	8
3.3.2 Brand Loyalty	9
3.3.3 Non-Price Competition	9
3.3.4 Creation of a Perceived Value	9
3.3.5 No Perceived Substitute	9
3.4 Setbacks of the Differentiation Strategy	10
3.4.1 Possibility of Imitation	10
3.4.2 Cost Implications	10
3.4.3 Strategy Implementation Duration	10
3.4.4 Change in Customers’ Taste	10
4.0 CONCLUSIONS	11
5.0 RECOMMENDATIONS	12
6.0 REFERENCES	13


List of Figures
Figure 1: Porter’s Generic Strategies.	6


































	
	LIST OF FIGURES




	
	EXECUTIVE SUMMARY



[bookmark: _Toc498374215]1.0 EXECUTIVE SUMMARY
The goal of this study was: 
· To identify the competitive strategy utilized by Starbucks and analyze how they achieved the strategy adopted. 
· To carry out a critical evaluation of the competitive strategy utilized by Starbucks. 
· To present useful recommendations that can be beneficial to Starbucks based on this study’s findings.
The report established that Starbucks employs Porter's generic differentiation strategy to gain a competitive edge and to distinguish itself from the competition. The differentiation strategies adopted at Starbucks include:
· Uniqueness product development and innovations that are not offered by competitors.
· Establishment of attractive store designs that are inviting to customers.
· Implementation of a Unique Company Culture that distinguishes it from its competitors.
The benefits the company enjoys by implementing the differentiation strategy are as listed below.
· The Company has been able to charge a premium for its product and service
· The company has continued to enjoy brand loyalty which has helped to firm its revenue as well as shield it from market downturns. 
· The ability to compete on other grounds that are not associated with pricing enables the company to still charges highly for what other competitors may be charging less.
· They have managed to create a perceived premium value on their products and services hence making the customers exhibit a willingness to pay more believing that they are receiving a value for their money. 
· Influencing their customers psychologically that there are no substitutes to their products and services. 
The possible limitations to Starbucks use of the differentiation strategy include:
· Imitation of their business model by competitors.
· The high costs involved in implementing the strategy
· Cost Implications
· The extended length of time needed in implementing the strategy
· A possible change in the customers’ taste       
Finally, the recommendations made to the company based on the findings of this report are listed below. 
· The company must increase its levels of innovation so as to cope with newcomers in the industry as well as current competitors who may imitate its business model. 
· The company must consistently develop new products that the competitors are not offering.
· The company can also consider expanding to other prime markets such as Africa where it has not established its presence so as to increase its revenue generation.
[bookmark: _Toc498374216]2.0 INTRODUCTION 
[bookmark: _Toc498374217]2.1 Starbucks
The business domain of speciality coffee cannot be complete until the name Starbucks is mentioned. Starbucks as a speciality coffee chain of restaurants has been identified with its revolution of the industry in which it has become a successful multi-billion dollar worth company. Founded back in the year 1971 by Howard Schultz with the first shop opened in Seattle Washington, Starbucks has cut out an international brand image as a premium speciality coffee making business (Paryani, 2011). As of 2016, the company is associated with 12,711 company-operated and 12,374 licensed stores. The firm through its company managed as well as licensed-stores specialize in the sale of premium coffee and tea as well as other products related or complementary to tea and coffee. Such products include roasted ground and whole bean coffees, associated ready to drink coffee and tea products, bottled water, a variety of pastries, lunch items, breakfast sandwiches, and juices (Dudovskiy, 2017).

[bookmark: _Toc498374218]2.2 The Goal of the Study
This report aimed at achieving three objectives. The objectives were:
· To identify the competitive strategy that Starbucks has employed to grant them their present market leadership position including the steps and activities they have carried out to accomplish this strategy.
· To carry out a critical evaluation of the competitive strategy utilized by Starbucks that has granted them their present market leadership position as well as the strengths and limitations associated with such a strategy.
· To present useful recommendations that can be beneficial to Starbucks based on this study’s findings of the company’s adopted business strategic management strategies.

[bookmark: _Toc498374219] 	2.3 Business Strategic Management
Strategic management in a business setup refers to the systematic analysis, formulation, and implementation of the primary objectives of a company aimed at achieving its set goals taking cognizance of its available resources, its internal and external environment as well as its customers and competitors (Poister, Pitts, & Hamilton 2010). In other words, it is the modality in which the firm develops and implements coping or competing plans aimed at achieving its anticipated business goals and objectives. Considering the dynamism of the business environment, the process of strategic management is usual continuous as a way of ensuring that an organization is able to sustain its operation in an ever-changing sphere (Botha, Kourie, & Snyman, 2014). It is important for businesses to adopt strategic management principles as a way of keeping in line with sustainable best practices. The process of strategic management in a business involves five key steps. These steps include goal setting, goal analysis, strategy formation, strategy implementation, and strategy monitoring (Jurevicius, 2013; Clayton, 2017). In order for an organization to pursue any strategic opportunities, it must set goals that will drive it towards such opportunities (Wicks, 2017). 
Business decisions will rely heavily on such goals and as such the firm will come up with measures of increasing revenue generation, meeting sales targets, as well as overcoming the competition. Goal analysis involves the determination of whether the firm is in a position to achieve the desired goal and what may be done to ensure that such a goal is achievable (Van der Hoek, Groeneveld, & Kuipers, 2016). It, therefore, requires the analysis of a company’s strengths and weaknesses both internally and externally. The company can take advantage of its strengths and devise means to overcome its weaknesses. The basis of strategy formation is to come up with actions plans that will aid the organization in increasing its profitability as well as gaining and maintaining a competitive aged against its competitors. Once the action plans have been devised, they are then implemented and are monitored eventually to ensure that the anticipated results are being achieved (Harkin et al., 2016). 

[bookmark: _Toc498374220]	2.4 Business-Level Strategy
Three distinct levels; functional level, business level, and corporate level, of business strategic management have been identified (Daniel, 2015). A Business level strategy entail all the deliberate actions a company takes to maximise its core strengths such as its competencies and products/ services with the aim of providing value to customers hence satisfying their needs and preferences and hence gaining a competitive advantage in the process. It facilitates the solidifying of an organization’s industry position against its competitors. The design of a business level strategy revolves around knowing the targeted customers of the business, the needs they have and how those needs can be met in a more satisfying manner (Johnson et al., 2010).

[bookmark: _Toc498374221]2.5 Unique Selling Point	
Also known as the competitive advantage or the competitive edge, a company’s unique selling point refers to the business factor that sets a company or its products or services apart from its competition (Arline, 2014). It is a clear articulation of the benefits potential customers may receive from a business or its products or services better than or that which the competitors are not offering. It may thus facilitate customers to switch their loyalty from one firm to another. Such elements may include high quality, high customer standards, and experience, product uniqueness as well as low price (Lynch, 2005).
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According to Porter's generic competitive strategies, a business can operate within the confines of three basic competitive advantage models which are low cost, differentiation, and focus (Tanwar, 2013). In tandem with the scope of its activities, the company usually espouses to meets its performance objectives. The aspect of focus is usually subdivided further into focus cost leadership and focused differentiation. While cost leadership is more often than not pegged on offering products or services at a lower price, differentiation is more concerned with the presentation of a uniqueness that stands out of the competition other than lower pricing. Focus on the other hand largely uses the approach of business specialization/ niche/ narrow competitive scope (Porter, 2004).
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[bookmark: _Toc497674222][bookmark: _Toc497674337]Figure 1: Porter’s Generic Strategies. Retrieved from https://i.ytimg.com/vi/1Pb_LQOVu_I/maxresdefault.jpg on 05 November 2017
[bookmark: _Toc498374223]3.0 BUSINESS STRATEGIC MANAGEMENT AT STARBUCKS
Starbucks has remained a sought after case study when it comes to studying business competitive advantage. From its humble beginnings as a small coffee shop in Seattle, Washington to a global coffee powerhouse spanning 75 countries across four continents namely the EMEA, Latin America, Asia Pacific, and North America with the latter making up its primary market, the story of Starbucks remains a transformational phenomenon in the coffee industry (Swan, et al., 2017). The identity of “premium coffee beverages” has almost become synonymous with Starbucks which has actually played a role in differentiating them from their competitors (Geereddy, 2013). They are not only recognized for premium coffee beverages, they actually produce the same to their customer's satisfaction. To cement the notion of premium and quality, they also do not charge cheaply and in any case, they charge a premium for their unique and innovative products (Goodman Lantern, 2015).      

[bookmark: _Toc498374224]3.1 Porter’s Generic Differentiation Strategy
The basis of the differentiation strategy in business is to seek a dimension of uniqueness that meets a particular customers’ desired value (Kelchner, 2017). For instance, it could be a particular distinctive attribute or a group of specific distinctive attributes that potential customers may view as important which in essence attracts them to the offerings of that company or its products and services. In other words, the firm can concentrate on the value sensitive segment of the market instead of the price-sensitive segment. Such a segment will be willing to pay a premium price for a service or product they find very important to them. Summarily, the perception created in the mind of potential customers by the differentiation strategy is that of value and uniqueness over the competition. While a differentiation strategy may lead to business success because of its attributed strengths, it can also backfire due to its notable weaknesses. Possible elements that can foster a differentiation strategy may include creative and unique product development, reputation for quality, and enviable corporate culture (Reguia, 2014).

[bookmark: _Toc498374225]3.2 The Differentiation Strategy Adopted at Starbucks
Implementation of various clusters of distinct strategic action plans has continually contributed to the differentiation strategy that has continually defined the operations of Starbucks.  Some of these activities have included innovation in product uniqueness, development of attractive store design, as well as the development of a unique company culture.

[bookmark: _Toc498374226]3.2.1 Innovation in Product Uniqueness
One of the key strategies that Starbucks is known for is their dedicated ability to focus on the development of speciality coffee and tea products as well as an experience of elegance in their stores (Larson, 2008). These approaches have really helped them to differentiate themselves from their competitors. For instance, the company employs innovation to customize its products and services relative to the tastes and culture of the people in the various geographical locations where they have established their operations (Thompson, 2017). It also ensures that its original products are also introduced to these new geographical areas as a way of acquainting its international markets to its wide varieties of product offerings. As the company expands to new geographies and tightening their grip on the current market, the company is continuously in the process of improving their present range of products as well as developing new ones. 

[bookmark: _Toc498374227]3.2.2 Attractive Store Design
Starbucks has a tradition focused on ensuring that their atmosphere they create for their customers in their stores is not only inviting but also ambient (Limful, 2017). Their stores are designed to inspire a “feel good” experience to their customers that makes them completely different from their competitors. Their shops are not only designed to eateries but a place where CEOs can hold interviews, friends can relax or a parent who wants to read away from the noise at home can do so comfortably (Vincent, 2014).

[bookmark: _Toc498374228]3.2.3 Unique Company Culture
The corporate culture at Starbucks in the way the company deals with its employees, customers as well as the environment has added to the unique brand that differentiates the firm from its competitors. Firstly, the company places a great value on its employees who are the main implementers of the customer satisfaction experience (Stewart, 2015). The privileges accorded to all employees include scholarship offers, medical insurance as well as enviable wages. This has contributed to helping the employees develop a sense of ownership of the company and as such enhances their customer engagement experiences. This strategy has also helped in reducing cases of employee turnover compared to competitors (Stewart, 2015). 
Secondly, the company has invested heavily in an environmentally friendly system. This approach includes the utilisation of eco-friendly materials such as reusable cups that helps to capture the market segment that is continuously becoming sensitive to environmental conservation (Gerber, 2016). This has helped to enhance their ethical approach to business practices that continue to win the hearts of environmentally friendly products/ services conscious customers. 

[bookmark: _Toc498374229]3.3 Advantages of the Differentiation Strategy
[bookmark: _Toc498374230]3.3.1 Possibility of Charging a Premium for Product or Service
Investment in non-price related uniqueness has enabled Starbucks to cut a niche for itself as an image of quality and class. With time, the corporate identify the firm enjoys on the precincts of its operations and products and services offerings has granted it the confidence to charge a premium for its product or service (Lovelock & Patterson, 2015). The company also sources high-quality supplies and are able to pass the associated high supplier costs to their customers through their premium pricing. 

[bookmark: _Toc498374231]3.3.2 Brand Loyalty
Because of the uniqueness of the products and services offered by Starbucks that cannot be found at the competitors’ stores, the company has been successful at gaining brand loyalty and cult following among its customers (Tepper, 2013). They do not only strive to maintain product quality, but they are consistently innovating approaches to improve further on their quality offerings. Brand loyalty not only helps in firming the company’s revenue but it also acts as a buffer for market downturns. 
	
[bookmark: _Toc498374232]3.3.3 Non-Price Competition
The differentiation strategy has enabled Starbucks to compete on other grounds that are not associated with pricing. The company still charges highly for what other competitors may be charging less. Apart from innovative, unique and quality products, the company’s stores are quite inviting. They also engage in developing products that are reflective of the cultures and tastes of the people within the geographies they operate in across the globe (Alderman, 2012; Flanagan, 2014). 

[bookmark: _Toc498374233]3.3.4 Creation of a Perceived Value
The premium charge that Starbucks places on its products enhances a psychological; creation of a perceived premium value on such products. Because of that perceived premium value, the customers are thus willing to pay more believing that they are receiving a value for their money. 

[bookmark: _Toc498374234]3.3.5 No Perceived Substitute
Finally, a subtle psychological influence that Starbucks has created on its products and services is the perception that there is no substitute for these products and services available on the market (Carpenter et al., 2001; Daft, 2006). The uniqueness attached to their products as well as the design of their offerings inspires a psychologically influenced attraction to these products and services as much as competitors may have similar products. 
[bookmark: _Toc498374235]3.4 Setbacks of the Differentiation Strategy
[bookmark: _Toc498374236]3.4.1 Possibility of Imitation
As much as differentiation strategy has contributed immensely to the success of Starbucks as a speciality coffee making chain of restaurants, it poses various setbacks and limitations that may have adverse impacts on the company. It is obvious that competitors may be more than willing to copy the business model currently being implemented by Starbucks and in the process divert some of its customers (Ferrell & Hartline, 2010; Champagne & Iezzi, 2014). In other words, due to imitation, competition may become stiffer and the company may end up experiencing reduction in revenue due to reduced customer volumes.

[bookmark: _Toc498374237]3.4.2 Cost Implications
Conversely, in order for a firm to implement and sustain a differentiation strategy successfully, the cost implication is usually quite high (Brown, 2013). In other words, it has cost Starbucks heavily to implement and sustain their differentiation strategy. This is also in consideration to the fact that their stores have to conform to the company’s design and uniformity irrespective of the geographical location. The process of constant innovation in product development also increases the cost of doing business for the company. Increased costs of doing business will most likely reduce the revenue margins of the company.

[bookmark: _Toc498374238]3.4.3 Strategy Implementation Duration 
On the other hand, implementing a differentiation strategy does not occur as an event but it is rather a process. The process more often than not will take a long time which may also elicit other repercussions such as increased cost of doing business for the company (Rajasekar, 2014). This also has the potential of decreasing the company’s profit margins.

[bookmark: _Toc498374239]3.4.4 Change in Customers’ Taste 
As mentioned above, the process of developing renowned bran may take an extended period of time. The risk of such a predisposition is the possibility of change in the taste of the customers who may not be willing to pay for such a product with time (Spulber, 2009). The company may end up making losses on its investments, especially where there is diminished customer demand to offset the costs of investment. 
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[bookmark: _Toc498374240]4.0 CONCLUSIONS
Through its utilisation of the strategy of differentiation, Starbucks has managed to set itself apart from its competitors by gaining a competitive advantage through the implementation of subtle measures. Some of the differentiation strategies adopted at Starbucks include:
· Uniqueness product development and product innovations that are not offered by competitors 
· Establishment of attractive store designs that are inviting to customers.
· Implementation of a unique company culture that distinguishes it from its competitors.
The benefits drawn from the company’s differentiation strategies include:
· The company has been able to charge a premium for its product and service
· The company has continued to enjoy brand loyalty which has helped to firm its revenue as well as shield it from market downturns. 
· The ability to compete on other grounds that are not associated with pricing enables the company to still charges highly for what other competitors may be charging less.
· They have managed to create a perceived premium value on their products and services hence making the customers exhibit a willingness to pay more believing that they are receiving a value for their money. 
· Influencing their customers psychologically that there are no substitutes to their products and services.
Conversely, the looming setbacks that Starbuck may experience as a result of its differentiation strategy include:
· Imitation of their business model by competitors.
· The high costs involved in implementing the strategy.
· Cost Implications.
· The extended length of time needed in implementing the strategy.
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· A possible change in the customer’s taste.
[bookmark: _Toc498374241]5.0 RECOMMENDATIONS

· The company must increase its levels of innovation so as to cope with newcomers in the industry as well as current competitors who may imitate its business model.
· The company must consistently develop new products that the competitors are not offering.
· The company can also consider expanding to other prime markets such as Africa where it has not established its presence so as to increase its revenue generation.
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