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1. [bookmark: _Toc498631564]eXECUTIVE sUMMARY

Starbucks is an industry leader in the premium coffee and tea beverage industry. The company has used a number of different strategies to remain competitive in the marketplace. These strategies are the focus of this report. Some of these strategies have included product differentiation, product diversification, global expansion, and strategic partnerships. All of these strategies come with a number of potential benefits and risk which need to be carefully navigated in order to ensure Starbuck’s success. In addition, Starbucks needs to continue to be innovative to be able to maintain or grow their current standing in the market. 
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2. [bookmark: _Toc498631565]Introduction
The use of different competitive strategies makes it possible for a company to gain an edge over other companies in the same industry. In other words, “a competitive advantage allows a company to produce or sell goods more effectively than another business” (Vitez, 2017). These strategies are used in different businesses depending on their industry and business goals. Some companies choose to use more standardized strategies, while others choose to create their own strategies to meet their business’s needs. Like with many things in business, there is not a single strategy that is better in every situation, and as a result, it important for businesses to remain flexible in the types of strategies they choose to use (Vitez, 2017).

2.1 [bookmark: _Toc498631566]Report Remit

In this report we aim to analyse the strategic management to the one of the biggest companies in the coffee retailer market, Starbucks. Moreover, the report seeking to study competitive strategy that Starbucks have utilised in order to develop their current competitive position.

2.2 [bookmark: _Toc498631567]Background of the organisation

 Established in 1971, Starbucks is a major American corporation Starbucks Coffee Company is located in Seattle, Washington, USA. Currently, the company is considered as the world’s largest coffeehouse chain. Upon its launch, the company experienced significant challenges as it had a difficult time penetrating the American market (Geereddy ,2017) 
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3. [bookmark: _Toc498631568]Competitive Strategies

Starbucks has been a highly competitive and successful company in the beverage industry (Starbucks, 2017d). This has been largely a result of using specific competitive strategies to develop and maintain their current position within the market. One of these strategies has been to set their product apart from that of competitors, like Dunkin Donuts, McDonald’s, or Pete’s Coffee and Tea. This strategy of product differentiation was not only applied to the coffee and tea it offers, but also other areas of the company, including its stores, level of customer service, snacks and sandwiches, the use of technology, and coffee machines and accessories sold in the stores (Dudovskiy, 2017). The result is many competitors have found it difficult to meet the high standard set by Starbucks; however, they have had to continue to find new ways to continue to meet this high standards despite changes in different economic factors.
Another competitive strategy Starbucks has used has been through partnerships with other companies and acquisitions. Some of these have been more visible, like the acquisition of such companies like Teavana and Seattle’s Best Coffee. These acquisitions were part of the strategy to ensure Starbucks was able to provide premium brands of coffee and tea, which could not be compared to or met by their competitors (Starbucks, 2017g). Some others may not have been as obvious, but have created a positive impact on the customer experience and goods offered in stores. Like the high quality bakery and sandwich items, including seasonal items which can only be found at Starbucks (Starbucks, 2017c). These have been a result of a partnership with a premium bread company to match the high quality of coffee and tea they offer. This also helped in developing a product diversification strategy, making them more than simply a provider of premium beverages (Geereddy, 2017).
Lastly, Starbucks has implemented a strategy for expansion in the United State as well as international expansion. As part of this strategy, Starbucks has made it possible for more stores to be open throughout the US by franchisees who agree to pay royalties to Starbucks for the use of selling their high premium goods. This opportunity has not been made available outside of the United States, but corporate owned stores have strategically opened in already developed and developing markets worldwide. The result of these strategies has made it particularly difficult for the competition to overcome the advantage Starbucks has in the market.

3.1 [bookmark: _Toc498631569]IMplementation of the strategy

Starbucks has implemented a strategy for expansion in the United State as well as international expansion. As part of this strategy, Starbucks has made it possible for more stores to be open throughout the US by franchisees who agree to pay royalties to Starbucks for the use of selling their high premium goods. This opportunity has not been made available outside of the United States, but corporate owned stores have strategically opened in already developed and developing markets worldwide. The result of these strategies has made it particularly difficult for the competition to overcome the advantage Starbucks has in the market

3.2 [bookmark: _Toc498631570]Advantages & Disadvantages of the strategy

There are a number of advantages and disadvantages of the strategies used by Starbucks to maintain their competitive edge over other companies in the industry, and as already mentioned, there is not a single strategy that is right for every situation. For instance, Starbucks has chosen to use a product differentiation strategy to set themselves apart from their competitors. This is a strategy used by a company to make their product distinguishable from another company’s (Kelchner, 2017). An example of this might be the Starbuck’s Frappuccino. Other companies have smoothies and frappes, but Starbucks has set the bar for this specific type of drink. Many of the seasonal drink offerings from Starbucks also set them apart from other companies, with new drinks being introduced strategically throughout the year (Starbucks, 2017f). There are a number of benefits of this type of a strategy. For instance, it helps to create value for the products offered. It also has resulted in customers being loyal to the brand as they can easily distinguish the types of drinks sold by Starbucks from other companies. Because of this distinction, it also makes it possible for the company to sell drinks at a higher price point because customers do not view the competitor's’ product as the same quality, and thus remain loyal.
Unfortunately though there are a number of disadvantages to this strategy as well. One of the biggest disadvantages is that for Starbucks to keep customers loyal, they have to continue to refresh the goods and products they offer customers (Williams, 2017). There are some regular seasonal items which has helped to accomplish this, and have become annual favorites of loyal customers. But there is still a need for more updates to the product line offered by the company for them to continue to appear “fresh” to the current market and to meet changes in the market. The cost of researching and developing new products can not only be time consuming, but can also be costly for the company to undertake (Williams, 2017). If the product is not adequately researched and market tested before being rolled out, it has the potential to have a negative impact instead of boosting the image of Starbucks.
Regarding the decision to utilize product diversification as a strategy, there are also a number of advantages and disadvantages that need to be taken into consideration for Starbucks. Some of the ways Starbucks increased their diversification was through the use of acquisitions and partnerships, while others were through offering new products to the consumer (Ashe-Edmunds, 2017). One of the most obvious reasons a company would look to diversify is the potential to increase their revenue dollars. Because Starbucks hold a significant portion of the market, the potential for gaining new customers is often limited; however, by introducing a new product helps to increase the potential of creating new customers and gaining new sales (Ashe-Edmunds, 2017).
Despite the potential of increasing revenue through diversification, there is also a large amount of risk associated with product diversification. For instance, if a new product is not received well by consumers, instead of increasing sales, it might detract from them. Not to mention, if new products being introduced are not easily connected to the existing brand name and company image, it is possible to create confusion for customers which may leave a sour taste in their mouth (Ashe-Edmunds, 2017). In addition, it is possible that new product offerings can create some additional stress on the company and employees which need to be also considered when implementing them. As a result, it is important for Starbucks to weigh the pros and cons of product diversification before introducing new products to the market.
Lastly, one of the strategies used by Starbucks was the decision to expand their stores both in the United States as well as internationally. Similar to product diversification, there is a significant amount of potential with expanding in the area of increased revenues. In addition, it is possible to spread the amount of potential risks across multiple locations. This way if there is a single location or product that does not fare well, there are other locations and products that can help to absorb the negative impact of a particular decision (Kokemuller, 2017). However, there is also equally more risk associated with expanding locations. For instance, company resources are often tied up in the expansion projects and not readily available if needed elsewhere. The result is resources, including finances can be spread thin throughout the company (Kokemuller, 2017).
In many ways, these strategies have helped Starbucks make several strategic moves over the years to not only be the leader in the coffee industry, but also to help them keep their place in the market. With that being said, there are still a number of risks that the company has had to take which could have potentially been detrimental to the company and its ability to meet its goals. Failing to take anyone of these into consideration has the potential for a misstep to happen resulting in the company losing their current standing in the market to their competitors.




4 [bookmark: _Toc498631571]Conclusion

While there are a number of strategies Starbucks has been able to implement successfully over the years, it has not come without a significant amount of potential risk. However, with their strategic plan in place, and careful planning on their part, they have been able to make a name for themselves in the coffee industry. In order to continue to see the same results though, Starbucks will have to think of ways to continue to maintain their brand name, keep loyal customers, and increase the number of new customers they have.

4.1 [bookmark: _Toc498631572]Recommendations

Despite some economic uncertainties in the past ten years, according to Starbucks, they have had great success entering into the coffee market worldwide, and have experienced a significant amount of growth (Starbucks, 2017a). They have already made headway in many of the countries in Europe, the Asia Pacific region, and South America (Starbucks, 2017a; Starbucks, 2017b). However, there is also some emerging markets in China, Mexico, Brazil, India, and South Africa that Starbucks has the potential to expand their presence in even further (Kelly, 2017; Starbucks, 2017e). With the changing demographic and an increase in a middle class in these regions, there is a potential to increase the number of customers in these regions specifically (Geereddy, 2017). With that being said though, it is important for Starbucks to remain in touch with the local market to cater to the population and cultures of each of these countries. This might mean adjusting their store layout, product offerings, adjust flavors to the local community’s preferences, and reflect the local economy in the price point they select to remain competitive and to be successful. All of this should be done while seeking to utilize different strategies that are relevant to the host country in order to help retail stores succeed.
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