[bookmark: OLE_LINK1]Analysis of Starbucks Strategic Management

 







SHAOTONG SHI
1704346
SBUS6120
Strategic Management and Sustainability



Contents

Executive Summary...........................................................................................2
1.0 Introduction .................................................................................................3
1.1 Company background....................................................................................3
1.2 Objectives of the report.................................................................................3
1.3 Competitive strategy/business level strategy.................................................4
2.0 Main finding.................................................................................................4
2.1 General overview of appropriate strategy......................................................5
2.2 Starbucks Strategy Analysis...........................................................................6
2.2.1 Internal analysis of Starbucks......................................................................6
2.2.2 External environment of Starbucks.............................................................8
3.0 Conclusion.....................................................................................................9
4.0 Recommendations.......................................................................................10
References and Bibliography...........................................................................10







Executive Summary
Starbucks is a familiar name for coffee drinkers. With the development of the world economy, the coffee company, founded in 1971, is a leading specialty coffee retailer in the world. In 1987, Howard Schultz bought Starbucks and managed it by his own ideas, injecting impetus to the development of the company. At present, Starbucks has more than 13,000 branches in 39 countries, 145,000 employees and sold more than 40 million coffee drinks and cakes a week.
With the instant expansion of overseas market, Starbucks is becoming more and more popular among young consumers. The articles objectively analyze the marketing strategy of Starbucks in the world market, the internal and external environment, as well as the existing strengths, weaknesses, opportunities, threats and related summaries by researching and reading literature and references. Also, some useful suggestions are put forward as well.












1.0 Introduction
1.1 Company background
Starbucks is a American coffee chain company, was founded in 1971 and is the largest coffee chain in the world, headquartered in Seattle, Washington. Starbucks retail products including more than 30 top coffee beans in the world, hand-made espresso, hot and cold beverages, tasty pastries  and large variety of commodities such as coffee machine, coffee cup. Starbucks has nearly 12,000 brunches which locate in America, Europe, the Pacific and Asia.
In March 1987, the owner of the Starbucks Baldwin and Polk decided to sell the Starbucks coffee stores and baking factories. Howard Schultz has decided to buy Starbucks and combined it with daily coffee enterprise which was founded in 1985, then merged them into “Starbucks coffee company.” (from <Starbucks History>)
In June 1992, the company went into public market and became the most successful enterprise. Now, Starbucks company is the top-notch exquisite coffee retailer, baker and possessor of the famous brand in North America. There are 1,800 branch stores in the UK and the Pacific rim now, even the company extend business to Asia and other places in the world. Starbucks has built a partnership with briar(for coffee and ice cream) and Pepsi with the development of enterprise.
1.2 Objectives of the report
First, searching some information about Starbucks background. And then Explore the important management strategies of Starbucks, analyze strengths, weaknesses, opportunities and threats. Internal and external environment of development.  Draw necessary conclusions and suggestions.





1.3 Competitive Strategy/Business Level Strategy
[bookmark: _GoBack]A competitive strategy is defined as a long-term plan for a particular company to gain a competitive advantage in the industry. The goal is to create defensive positions in an industry and get a higher return on investment. This type of strategy plays a very important role in a very competitive industry, and consumers are provided with similar products. Before formulating a competitive strategy, someone needs to assess all the strengths, weaknesses, opportunities, threats, and then compete to gain a competitive advantage.
Porter’s five forces
Generally,competitive strategies can be divided into 5 parts according to Michael Porter’s theory. First , competition in the industry. There are many other main coffee brands in Chinese market except Starbucks, such as Costa coffee, peninsula. Costa headquarters in London and is later than Starbucks when they entered Chinese market. But at present, there is inevitably intense competitions between the two coffee companies, which mainly about the style and location of coffee shop and coffee quality. Then, potential of new entrants into the industry. The technical content of coffee industry is low and it is easy for any new coffee companies to enter. But coffee is also a more independent industry, with government and social constraints, the new manufacturers dare not to enter rashly. Starbucks' brand advantage can not be replaced during a short time. The new entrants do not have enough threat for Starbucks. Next, Threat of substitute products. As for Starbucks, The main substitute goods are juice, mineral water, milky tea. But Starbucks has their own competitive advantages: Environmental factors, although there are many other beverage retailers in market. They do not provide seats for customers, and even some customers ignore them. Also, some beverage retailers do not have enough complete brand consciousness. On the other hand, Starbucks has deeply influenced customers around the world. Power of suppliers. The prime suppliers for Starbucks is some merchants who product coffee beans and milk. The coffee beans quality is very significant for Starbucks. Most of them are from Latin America, 30% are from the Pacific. Starbucks keep in touch with suppliers by corporation and providing some training for them. As for suppliers, Starbucks is a very important client so they have higher bargaining power than other members. Finally, power of customers. As a leisure culture, Starbucks has own price system. Customers do not have enough capacity of bargaining. Moreover, people who often purchase some Starbucks coffee in China are some of executives with high incomes. Chinese customers are not very sensitive about the prices of Starbucks.
Main Findings
2.1General overview of appropriate strategy 
Since 1990s, Starbucks has striven to build its brand identity by providing customers a comfortable environment and perfect experiences. Starbucks emphasize non-frequent procedures to build a good relationship between employees and company instead of reducing procedures to minimize cost, such as making employees it partners and offering them stock options and health insurance. Starbucks’ approaches to attract consumers are also different from the other companies. They create casual  chats with customers to understand how they feel  with the store and acquire some valuable feedback. Then one of Starbucks’ managing strategy is to become a famous, responsible, socially ethical company.  In addition, brand strategies has become an essential part of management. The company has invested significantly in creating a standardized look and feel of its stores, food and drinks. (<The Secrets to Starbucks’ Brand Success> Martin Roll)
2.2 Starbucks Strategy Analysis (detailed analysis)
2.2.1 Internal analysis of Starbucks
Strengths:
Flexible selection of business model:
Starbucks is good at making flexible investment and cooperation models based on different market conditions around the world. Chinese Starbucks companies transferred managing models from entering Chinese market to take joint venture and the authorization of franchise mode of operation to avoid market risks. And now with good domestic market, the gradually stable consumer groups,  Starbucks stops the franchise mode, recover stock rights, turn into direct operation in order to control Starbucks' service quality and get more profits.
Brand Advantages
Starbucks has one of the world’s strongest and most popular brands. The company also has a growing population of loyal customers who prefer Starbucks based on quality and brand.(Jessica Lombardo. JAN 2017)  Making full use of  living space experience, Starbucks has changed emphases from products to services in the center of consumer demand. Starbucks successfully created a coffee religion named "Starbucks experience" in the era from service to experience. What the differences between Starbucks and some general coffee shops are that it gives a cup of coffee richer experiences and deeper cultural connotation. Special lighting design, coffee tables and chairs, beautiful decoration and music melody, building an artistic conception of warmth etc. Starbucks gives customers an unique experience. On the other hand, in order to acquire complete coffee expertise, Starbucks has careful training on every staff. Customers are able to have a deep interaction with the shop assistant and discuss all kinds of knowledge about coffee. In addition, the company has a global network of suppliers. 
Innovation
Today, we have to understand that innovation is less about technology and is lot more about giving consumers novel and valued experiences. Starbucks gets this part perfectly. Starbucks is a place, where innovation is always brewing.(by Walter White). Starbucks is always more advanced than general coffee chain. From the enormous success of cappuccino,coffee taste beer and other new ideas to invest heavily to espresso extraction technology research. All of the things show that Starbucks has great advantage in terms of innovation. Now, Starbucks is still looking for a natural fusion between internationalization and localization. In March 2010, Starbucks extended the unique “Starbucks experience” to tea drinks which Chinese consumers prefer, launching some products including two categories Chinese tea and exotic tea. So, now Starbucks not only emphasize on coffee products but also special tea, which expands further international market.
Weaknesses:
Organizational structure is not efficient enough 
It is a challenge for any enterprise to manage so many stores efficiently in a specific area. For Starbucks, Chinese market has been unified by purchasing the original agents. Moreover, At present, Starbucks still has not achieved 100% ownership to control over Chinese coffee stores, it has only mastered the operation management rights in most of China. Facing different partners in different areas, Starbucks needs to take extra effort to coordinate and unify the management.
the pressure of funds chain management 
For Starbucks, which located in  prime position of cities,  opening shops quickly will inevitably affect the funds chain, thus further influence the company's cost control and financial decision-making. Plus in recent years, with the development of Chinese economy, the prices of commercial real estate rents still have great upward pressure. It would caused greater risk and uncertainty for Starbucks future profit margins.
2.2.2 External environment of Starbucks
Opportunities:
Vast international market
    In recent years, Starbucks has always regarded China, India, Africa market as a direction of developing multiple shop. Only for China, with frequent communication between western, teenagers and young people has gradually become a main customer team for Starbucks. So in fact, Starbucks does have a promising future in markets in China or other developing countries. On the other hand, now Starbucks is going to expand product line and plan to  make China the second market in the world. The company try to pay attention to growing international business with a transfer in the United States, such as building a coffee bean planting garden in Yunnan province in China to decrease the cost of entering Chinese market.
 Mobile order and pay implementation    
Starbucks management has complained  about hiccups with its Mobile Order & Pay implementation, the new service that allows customers to order through their mobile phone and simply come in and pick up their drinks. It has proved so popular that interfered with orders walk-in orders, but that only underscores the future opportunity. Less than two years after its nationwide usage, already 8% of transactions are taking place through Mobile Order & Pay.
Starbucks will eliminate defects with the service, and it should eventually help customers with service and profits, as it will allow the company to serve customers more quickly and free up store space. In the future, Starbucks could design smaller stores that were set up to cater to mobile orders. Starbucks should consider Mobile Order & Pay to be an important part of business. It now has 12 million Starbucks Rewards members, and it recently introduced the Starbucks application, which can take orders verbally. (by Jeremy Bowman MAY  2017)
Threats:
Competition
COSTA coffee, one of famous coffee chain brand in the world, a competitor to Starbucks, has opened two branch stores in Guangzhou(a province in China).  COSTA intends to add another 250 stores in China in three years. Although it is not as much as Starbucks' planned increase, it still partly shared Starbucks' customers and profits. Secondly, the other problem is that competition with nestle in Chinese market. How to shake up the enthusiasm of Chinese customers for nestle coffee is a huge challenge for Starbucks. Plus now some fast food restaurants sell coffee, it may also have an impact on Starbucks' coffee plans. Two of Starbucks' coffees have been found to have been too hot to be healthy in the past. Quality issues will also have some detrimental effects on Starbucks.

3.0 Conclusion
It is not a good idea to hire experienced managers to operate the retail business. Starbucks has a strong and unique corporate culture, which means that the overall ability of internal managers will benefit other employees and even the entire company. Starbucks believes that investment in human resources can guarantee training  employees, skills and experiences. There are many different factors that make Starbucks successful.
Their core values are enthusiasm, sincerity and proper management. Starbucks wants to be more than just a commodity brand, but a service brand. From coffee to coffee, Starbucks sells not just coffee, but coffee culture. It is more likely that a product can build up its own kingdom when it reaches the emotional level of consumption partnerships with their employees to ensure the future of their businesses.






4.0Recommendations 
Starbucks' voice recognition order is one of its service innovation strategies, the companies should intend to use voice recognition as part of its five-year strategic plan to help attract customers. Many other components provide more food choices for customers. High-quality coffee will also be sold through traditional Starbucks stores. Then any Starbucks stores will be adjusted to increase the "experience bar" of  roasters. Starbucks must update menu, new products will include certified cereal breakfast sandwiches and some kinds of snacks with eggs which can have while people are walking. 
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