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Executive Summary 
The aims of the report were to find out the competitive strategies used by Starbucks, examine the strategies used with three analyst framework tools. Based upon the findings from the report, Starbucks core strategy is their differentiation strategy but also implement an emergent strategy to use trends to their advantage such as technology. Starbucks face a threat from competitors it is evident that their external environment is using strategies to take on Starbucks. 

Introduction 
Throughout the report will look in depth at the worldwide Coffee company ‘Starbucks’. This report is aiming to examine and analyse the management strategies used within the company Starbucks, to find out whether the company is using the correct strategies to be such a big competitor within its market. These will be analysed by models such as SWOT and PESTLE analysis which will aid the report findings in gaining a better understanding of the organisational culture of Starbucks. Following, the advantages and disadvantages of their strategy. To conclude with if Starbucks management strategies are still successful. Leading to any recommendations for Starbucks to be offered. 

Starbucks background
Starbucks is a premier roaster, marketer and a specialist of coffee. Starbucks products include multiple hot beverages such as Coffee, Tea, Hot chocolate, cold drinks such as water, and juices in over 26,000 stores. But not only are Starbucks just a beverage company they also fresh food products like baguettes, sandwiches and cakes. Also, snack products such as biscuits, chocolate bars and crisps. Starbucks operates in 75 countries across the world, North America, Europe and Asia. Starbucks was founded in Seattle, Washington in 1971. Starbucks has three different types of stores; Company owned stores, agreed licensed stores such as Starbucks in airports and universities and Drive-Thru stores. 





Starbucks Mission statement, Values and principles 
 “To inspire and nurture the human spirit – one person, one cup and one neighborhood at a time.” (Starbucks.co.uk, 2017) 
The Values of Starbucks are listed:
“Creating a culture of warmth and belonging, where everyone is welcome. 
Acting with courage, challenging the status quo and finding new ways to grow our company and each other. 
Being present, connecting with transparency, dignity and respect. 
Delivering our very best in all we do, holding ourselves accountable for results. 
We are performance driven, through the lens of humanity.” (Starbucks.co.uk, 2017) 
Starbucks states that it is committed to serving coffee with the people/customers very much at the heart of it however the way in which they are not complying by these core values of the business leaves the question how ethical an organisation are Starbucks in order to produce their high-quality coffee. Would it change customers minds knowing that the worldwide company of Starbucks may not be completely honest to their mission statement.











Starbucks competitive strategies
John Dudovskiy sees Starbucks competitive strategy as: 
“Offering ‘third-place’ experience. Starbucks stores are effectively positioned as a ‘third place’ away from home and work, where people can spend time in a relaxed and comfortable environment with their friends or alone.” (Dudovskiy, 2017) The ‘third place’ is becoming a common feature of day-to-day life in comparison to many years ago where you would just grab your coffee and go, Starbucks are delivering an experience with great customer service by having unique designed stores that create a relaxed feel, inviting customers to spend more time in a place where they can either work, read or meet friends and socialise. 
“Integrating technology into various business processes. The coffee chain achieves technology-related value addition via integrating technology into a wide range of business processes and procedures such as new product development, communication of the marketing message, completing sales and monitoring the level of customer satisfaction.” (Dudovskiy, 2017) Starbucks have integrated with a customer’s buying experience with the launch of an mobile order and pay scheme, allowing customers to purchase a product and receiving a text message when the order is ready to collect. Also the charging ports in their stores attract a new audience of customers.












PESTLE analysis of Starbucks
“PESTLE analysis enables organizations to identify the most influential factors which can significantly affect the product launch in a particular market. PESTLE analysis by increasing strategic thinking foster a deeper understanding of strategic planning.” (latestquality.com, 2017)
Political – 
The main political issue that the organisation seems to come across is Tax issues within the United Kingdom “Tax scandal faced by Starbucks in the UK can be mentioned to illustrate the impact of such a factor. Once it was revealed that Starbucks paid no corporation tax for 15 years since its launch in the country until 2014, Public Accounts Committee of the UK Government launched an investigation” (Dudovskiy, 2017)
Economic – 
Starbucks have been affected by the 2008 recession that hit most organisations. Starbucks face the issue that many organisations have and continue to, rising labour and operational costs. Costing the organisation more to produce and then to sell their product is an issue that Starbucks must be aware of and they will come up with strategies to work against these issues 
Social – 
Starbucks coffeehouses have become a social hub for people all around the world but mostly young adults, it has influenced people to spend more time in the store due to the relaxed feel as customers will go to a store to purchase a beverage and either meet others and socialise or to even bring their laptops and carry out work within the store. As John Dudovskiy said earlier the competitive strategies section “Starbucks stores are effectively positioned as a ‘third place’ away from home and work, where people can spend time in a relaxed and comfortable environment with their friends or alone.” (Dudovskiy, 2017) Starbucks offers a now and new ‘third place’ for stakeholders to use the coffeehouses for. 
However, Many customers have experienced a ‘crowded’ Starbucks store and forced to leave but also the technological advances are taking away what Starbucks mission and core values believe in, serving the people more than just a coffee but an experience. However, this move into apps could reduce customers wanting the experience of interaction to go elsewhere to competitors “And as retail becomes evermore online-based, phone-based, and debased, perhaps Starbucks will become one big drive-thru, with the order texted far in advance and the human interaction reduced to a nod and a snort.” (Matyszczyk, 2017) 



Technological – 
Starbucks have certainly brought in the digital era into their business, with apps introducing a method where the customer no longer has to physically queue, also by integrating the apple pay feature to keep ahead of the rest with faster payments. Starbucks also offers online discounts for the likes of loyal customers and students which will attract more sales, adopting an emergent strategy by doing so with all of these technological methods “An emergent strategy is an unplanned strategy that arises in response to unexpected opportunities and challenges.” (Opentextbc.ca. Edwards, 2017) However, Starbucks have faced technological problems. Starbucks had announced ‘disappointing’ financial results on Wall Street, the reason being a technological issue “Too many people were grabbing their iPhones, drifting to the mobile order-and-pay option. This meant that those who had taken the conventional route of walking into a Starbucks with the intention of buying coffee were forced to endure a crowded store and were infused with an impulse to leave.” (Matyszczyk, 2017) 
Legal – 
Soda Tax, it will be exempt from coffee beverages in Starbuck stores which will be beneficial to the organisation despite having tax on their bottled coffee sold in supermarkets being in the sugary tax drink code. Starbucks have said that they will combat the issues by decreasing the amount of added sugar by a percentage over time, this could be a smart move for people who may of not got their beverage from a Starbucks before due to the sugars in the drinks unacceptable, drawing in new customers promoting healthy lifestyles “Starbucks told the Guardian it was committed to reducing added sugar in its indulgent drinks by 25% by the end of 2020, and that “all nutritional information is available in-store and online”.” (Brignall, 2016).
Environmental –  
Starbucks have faced much backlash over the years with environmental issues, which is to be expected. One issue that stands out is the cups that their coffee products were not recyclable “Recycling seems like a simple, straightforward initiative but it’s actually quite challenging. (Starbucks, 2015)  Starbucks in 2015 were behind their goal of offering recycling in their company owned stores with less than 50% offering recycling, however they have combated these issues by adopting an emergent strategy. Offering different types of cups to serve their coffee products in which will improve their impact on the external issues of recycling “While increasing sales in reusable cups has proven difficult, the company has gotten "a good lift" from offering cheaper containers and from redesigning stores to promote ceramic mugs for in-store consumption.” (Lubin, 2014)




SWOT analysis for Starbucks 
SWOT analysis is a framework that has been described in the objectives section for the report “SWOT analysis will look at the strengths, weaknesses, opportunities and threats to Starbucks which will lead aim to gain a better understanding of their strategies used” (Morgan, 2017) 
Strengths – 
Starbucks has many strengths throughout the organisation that have influenced the success that the company have relished. One being the diversification of their products, yes high-quality coffee is their main focus however, they offer tea, hot chocolate, fresh food, snacks and even branded merchandise to make the customer feel like they are enjoying a Starbucks in their home. “A positive result of diversifying your strategy can be an increase in market share. By introducing new products, exploring new regions or targeting new groups of customers, you can expand your customer base. (Johnston, 2017)
Location, Starbucks stores can be found almost in everywhere high streets, retail shopping centres, service stations. Ease of access to customers, shoving it in their face to buy their product.
Weaknesses – 
Starbucks other weakness can be found within their organisation is the way in which it has been brought to attention recently that the company is unethically extracting their coffee beans from suppliers “many social and environmental activists pointing to the unethical procurement practices of coffee beans from impoverished third world farmers. Further, the company has also been accused of violating the “Fair Coffee Trade” principles that were put in place a few years ago to tackle this precise problem.” (MSGexperts, 2017) As MSG experts explained, many are not happy with the unethical methods of Starbucks as they do not comply with the ‘Fair Coffee Trade’ principles that have been set in place by the company. The ‘Fair Coffee Trade’ is defined as “Fairtrade was set up to ensure coffee farmers receive a fair and stable price for their coffee that covers average costs of sustainable production.” (Fairtrade.org.uk, 2017)
Opportunities – 
With the rapid growth of technological advances, it is obvious that Starbucks can utilise technology to keep themselves head of the rest and expand the organisation even further “The brand is currently looking at partnerships to further monetise its digital platform and recently announced partnerships with The New York Times, Spotify and transportation app Lyft.” (Roderick, 2015) 
Starbucks can also expand its company brand growth by opening more stores within Asia and the middle east where the company has a very small presence. “Starbucks has the opportunity to expand in the Middle East and Africa, where the firm currently has minimal presence. The company also has the opportunity to expand in Asia, where economic growth rates are high.” (Lombardo, 2017) 
Threats – 
Competition from local coffee shops that will still be competing with the organisation despite being a lot smaller in the market, locals will want to stick to tradition and loyal to their known coffee they have been purchasing for many years before Starbucks appeared in the area “The company faces intense competition from local coffeehouses and speciality stores. In other words, the company faces a tough challenge from local stores that are patronized by a loyal clientele, which is not enamored of big brands.” (MSGexperts, 2017) 

Porter’s five forces analysis of Starbucks
Porter’s five forces is a framework that looks in depth at an organisations appeal to customers and the potential profitability, by organisations examining what their rivals were doing and also staying ahead of the market “The collective strength of these forces determines the ultimate profit potential of an industry.” (Porter, 2000) 
Competitive Rivalry – 
Starbucks face competition from organisations such as Costa and McDonald’s. It is a high the amount of competition that the company faces, the coffee industry is very crowded with large competitors and small local coffeehouses in the market. According to Dudovskiy it is known “Starbucks has a 40% share of the US market.” (Dudovskiy, 2017) Starbucks face an issue with keeping unique with their products as some of their product are being sold in competitors stores as well, thus making it a more difficult task to attract customers still, showing how Starbucks brand influences the external environment it finds itself within.   
Supplier Power – “Suppliers increase competition within an industry by threatening to raise prices or reduce the quality of goods and services. As a result, they reduce profitability in an industry where companies cannot recover cost increases in their own prices.” (marsdd.com, 2017) Starbucks faces bargaining power from their suppliers as the high quality coffee beans that they purchase from their suppliers can only be produced in a certain location in the world and their coffee is by the fair trade act which gives the suppliers the ability to pressure Starbucks into buying the coffee at their prices due to it being produced within the Fair Trade act “Starbucks pays more for its coffee than it might necessarily have to in support of fair trade. In this sense, Starbucks’ suppliers have a moderate amount of power.” (Investopedia.com, 2017) 
Buyer Power – 
Warren Grimes defines buying power as “the ability of a buyer to significantly influence the terms of a purchase for reasons other than efficiency.” (Grimes, 2005) Starbucks bargaining power is fairly low as they must be careful not to push their prices too high even though they promote premium coffee, customers can get their fix at other competitor’s stores if they felt the price of Starbucks had risen too high. 

Threat of Substitution – 
In Starbucks market there is always a threat of substitution due to there being a high volume of coffee organisations providing the same or similar products. Starbucks face a moderate threat of substitution as the product on offer can be bought at various competitors for anyone who just simply wants a coffee and not the ‘Starbucks premium coffee experience’. However Starbucks ensure that their premium coffee and customer experience in stores reduce the threat to a certain extent. 
Threat of New Entry – 
Even for big organisations like Starbucks there is always a threat of a new competitor entering the market “there is room for a new entrant to that industry to attract enough customers that it hurts Starbucks' bottom line, either in a region or a local market.” (Investopedia.com, 2017) It may be more than one direct competitor that accumulates to slowly affecting Starbucks sales “The threat of new entrants does not have to mean a single company that comes on the scene and dominates it. It could be several coffee shop chains that each become popular in a given region and, together, slowly erode Starbucks' customer base.” (Investopedia.com, 2017) 













Advantages of Starbucks Strategy
Starbucks strategy is unique, it has adapted to the ever-changing trends in the external environment For instance, with technology Starbucks uses a mobile app also they have followed and even got ahead of the trend with charging stations in the comfort of their store, this will bring new custom.
Product differentiation is the key strategy that Starbucks uses, creating a unique experience at their stores “The differentiation strategy the business uses must target a segment of the market and deliver the message that the product is positively different from all other similar products available.” (Kelchner, 2017) Starbucks uses the differentiation strategy to gain a competitive advantage, they do this through offering an experience with a unique design to the stores which creates a ‘Third place’ from home and work to relax. 
Disadvantages of Starbucks Strategy 
Competitors have realised what made Starbucks successful and have used Starbucks ideas and taken away the unique experience customers could only get at a Starbucks store.
Premium coffee is not cheap to buy, Starbucks can only purchase their coffee beans from limited suppliers thus leaving them with little buyer power, giving much supplier power. This leads to charging higher prices for their coffee.
Starbucks offer coffee at a premium, however not everyone can afford that standard of coffee. Competitors are offering more reasonable pricing on coffee in comparison.












Conclusion 
This report has discovered the competitive strategies that Starbucks has implemented throughout the years from its start up from one store, to now the most influential coffeehouse in the market. Starbucks competitive strategies have provided successful over the years and there are aspects that still are very successful and will continue to be, as well as the opportunities Starbucks are getting ahead of the market with the technological advances. However, some of these strategies are not as successful and cause Starbucks issues, for instance being content with being the market leader and letting competition mimic and improve on what was once Starbucks once could only offer to customers. The analysis shows that Starbucks must be aware of the external environment in its market and adapt before its competitors catch the coffee giants up. However, Starbucks have their brand power in the market and there will be customers that will continue to purchase the ‘Starbucks experience’ premium coffee despite their strategy methods. 

Recommendations  

1.  Continue to implement technological advances in their stores to keep the great customer service.
 
2.  Keep exploring the diversification of products, maintain a unique buying experience to competitors. 

3. Maintain a good relationship with suppliers to reduce supplier power and keep premium price stable.
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