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[bookmark: _Toc2906]1.0 Executive Summary

This report will analysis the strategy adopted by Starbucks, and how sapsuckers achieved the strategy adopted, assessment the use of Starbucks 's strategy and finally offer the recommendations.
The information was collected from academic books and the Starbucks’s website.
Starbucks using Porter's differentiation strategy,It mainly displays in the following two respects:
About the sales channels, Starbucks never join. 
Do not advertise, but rely on public praise to achieve publicity purposes to avoid the waste of resources.
Differentiation Strategy help Starbucks gain competitive advantage.
Since its establishment, Starbucks has paid great attention to improving service quality and satisfying customers.Starbucks enhance Brand Perception, let customers feel the unique charm of Starbucks.Not only do their best to produce high quality products,Starbucks also improve service quality to leave a good impression on customers.
However, using differentiation strategy also cause two main limitations to Starbucks.
Increasing competitors may attract customers and reduce Starbucks's profitability.
The price increase caused by the increasing cost may cause the loss of customers.
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[bookmark: _Toc28952][bookmark: _Toc27274]2.0 Introduction
[bookmark: _Toc12762][bookmark: _Toc15248][bookmark: _Toc743][bookmark: _Toc7455]2.1 About Starbucks 
Starbucks Corporation is an international coffee and coffeehouse chain founded in 1971 in Seattle, Washington. Starbucks is the largest coffeehouse company in the world, with over 22,000 stores in 75 countries across North American, Asia Pacific, EMEA, and Latin America.  
The Starbucks’s name is derived from Herman Melville’s Moby Dick, Starbucks is the name of a coffee- loving First Mate. The logo is a twin-tailed siren from Greek mythology lore. The siren, in the Homeric view, was a creature that was known to live in the seas and enchant passing sailors with their song, much like the alluring call of morning coffee fixes (Homer, 1942)
Starbucks sells drip brewed coffee, espresso-based hot drinks, other hot and cold drinks, coffee beans, and also offer foods such as salads, hot and cold sandwiches and panini, pastries, snacks, and items such as mugs and tumblers. 
From the beginning, Starbucks set out to be a different kind of company. One that not only celebrated coffee and the rich tradition, but that also brought a feeling of connection.
[bookmark: _Toc9967][bookmark: _Toc22848][bookmark: _Toc26181][bookmark: _Toc17813]2.2 Objectives
This report will:
Identify the strategy adopted by Starbucks.
Analyse how Starbucks have achieved the strategy.
Critically evaluate the strategy used by Starbucks.
Offer recommendations based on the findings so Starbucks can improve their performance.
[bookmark: _Toc17147][bookmark: _Toc17552][bookmark: _Toc11399][bookmark: _Toc28311]2.3 Business level strategy
For any given objective there is normally a series of alternative strategies which may be seen as being viable ways of achieving the objective.
(marketing strategy, 1999)
The potential importance of internal marketing to relationship marketing strategies to strategic alliances,to competitive differentiation,to delivering superior service quality and above all to effective marketing implementation is underlined by the growing emphasis placed by companies on this issue.
(Marketing Week,2003).
Starbucks uses business-levels strategy，business-level strategies are actions firms take to gain competitive advantages in a single market or industry
(barney, et, 2006) 

[bookmark: _Toc13271][bookmark: _Toc21891][bookmark: _Toc25507][bookmark: _Toc9355]2.4 Competitive advantage
A customer is an asset that is usually more precious than the tangible assets on the balance sheet.You usually buy balance sheet can assets.There are lots of willing sellers.You cannot so easily buy customers.They are far less willing than are sellers and have lots of eager sellers offering them many choices.Moreover,a customer is a double asset; first,he is the direct source of cash from sale,and second, his existence can be used to raise cash from bankers and investors,cash that can be converted into tangible assets.
(Harvard Business Review, June 1981)
The company has been committed to providing customers with high quality coffee and services, creating a unique Starbucks experience, and let Starbucks shops around the world become a comfortable“third living space ".
In the world, Starbucks is the only global coffee brand which open over four continents. Its flexible business intelligence helped Starbucks developed into the best-known coffee chain brand.
Starbucks is good at flexible investment and cooperation mode according to different market conditions around the world.
[bookmark: _Toc2952][bookmark: _Toc18856][bookmark: _Toc24455][bookmark: _Toc14836]2.5 Porter’s Generic Strategy
Michael Porter described the concept about generic strategies in 1980,they are several generic strategies to help a company pursues competitive advantage. Porter defined two types of competitive advantage: lower cost or differentiation relative to its rivals, and the generic strategy reflects the choices about both the type of the scope and competitive advantage .
[image: IMG_256]
[bookmark: _Toc23289][bookmark: _Toc10425][bookmark: _Toc5243][bookmark: _Toc23512]3.0 Main Body
[bookmark: _Toc27798][bookmark: _Toc26076][bookmark: _Toc21433][bookmark: _Toc6527]3.1 Differentiation Strategy
[bookmark: _Toc12744]A differentiation strategy calls for the development of a product or service that offers unique attributes that are valued by customers and that customers perceive to be better than or different from the products of the competition. The value added by the uniqueness of the product may allow the firm to charge a premium price for it. The firm hopes that the higher price will more than cover the extra costs incurred in offering the unique product. Because of the product's unique attributes, if suppliers increase their prices the firm may be able to pass along the costs to its customers who cannot find substitute products easily. 
(porter’s genetic strategies ,1999)
[bookmark: _Toc30720][bookmark: _Toc31514][bookmark: _Toc3780]3.2 Starbucks Strategy
[bookmark: _Toc22472][bookmark: _Toc14599][bookmark: _Toc25080]Starbucks use the Potter theory of differentiation strategy to give play to the advantages.
[bookmark: _Toc30963][bookmark: _Toc17272]3.2.1 No join
In term of the expansion of Starbucks, Starbucks claims its entire policy is stick to company-owned, do not franchise in the world.Starbucks stringent requires that the operators should agree with the company’s philosophy of their brand recognition, emphasizing the action discipline, quality and consistency. Starbucks places great emphasis on service and quality excellence. Franchisees may see Starbucks as a way to make money, as a investors, the only purpose is to make money rather than business brands. Franchisees eager to win instant success may hurt Starbucks's brand, so Starbucks chose the direct camp. Just because of the strategy of direct marketing, Starbucks has such brand value.Now, Starbucks have some partnership with licensed store, they have the contracts and get the permission with Starbucks of selling coffee, tea and related products, but the number of license stores are less than 10%.
[bookmark: _Toc24569][bookmark: _Toc9804][bookmark: _Toc13920]3.2.2 No advertise
It is understood that Starbucks has never been spent a penny in advertising but it has now become the world's top 100 enterprises. Media has made the deluge of advertising lose credibility,Starbucks regards people as the most powerful asset of enterprises, the true recommendation of partners, and the reputation of customers is the most powerful way of promotion of Starbucks. The operators said that“Our shop is the best advertising”. Starbucks believes that in the service sectors, the most important marketing channels is the branch itself, rather than advertising. If the store’s products and services are not good enough, to do more advertising to attract guests is all in vain. So Starbucks don’t want to spend too much funds on advertising and promotions, but insisted that every employee has the most professional knowledge and enthusiasm for service.The main  advertising cost of Starbucks is to introduce new products to customers, only in their stores.
[bookmark: _Toc23852][bookmark: _Toc2135][bookmark: _Toc12596]3.2.3 Full Use of Experience
"Treat every customer seriously,time to cook the customer that a cup of coffee." Phrase drawn from the process the spirit of the old Italian cafe business philosophy is the secret of Starbucks rapid rise. Starbucks not only sold high quality coffee, but also provide perfect service, the customer’s experience culture of coffee is more important. Starbucks is marketing coffee culture with emotional marketing, so its promotion pay attention to atmosphere, details, the communication between people. Focus on the concept of the "one at a time ”present experience, the emphasis on work,life and entertainment, the careful management" right now this time life" experience.
[bookmark: _Toc8750][bookmark: _Toc17903][bookmark: _Toc14076][bookmark: _Toc20385]3.3 Brand Perception
Starbucks excels is not only creates a uniform appearance, but also added by the style change, reflect the beauty, create visual impact. Unlike other chains, Starbucks combines different locations to make each store have its own distinctive features. By design,the Starbucks stressed that each building has its own style,which should be integrated into the original building to Starbucks style,rather than destroy building's previous design. Most of new stores are designed by the headquarters of the United States, and they design  each one according to the local culture and the characteristics. If the products and services can meet the demand that people want, with wonderful and demure experience to customer,Starbucks will attract more consumers to increase brand awareness. But even every store has their own style, the rich coffee aroma smell enjoyment and the wonderful music hearing enjoyment are invariable classics, that won't ever change.
[bookmark: _Toc26537][bookmark: _Toc8482][bookmark: _Toc22228][bookmark: _Toc28277]3.4 Strengths of a Differentiation Strategy
[bookmark: _Toc2116][bookmark: _Toc15639]3.4.1 competitive advantage
In marketing-based approaches, competitive advantage is defined as an advantage, which over competitors and gained by offering consumers greater value, through lower prices or by providing more benefits that justify higher prices (Johnson & Scholes, 2002; Kotler et al., 2003). A sustainable competitive advantage is considered to be the best service strategies to provide organizations a way to meet customer needs in a specific market segment better than other competitors in the short run (Lovelock & Wright, 2002).
[bookmark: _Toc29765][bookmark: _Toc32031][bookmark: _Toc17473]Starbucks’ core competitive adventage can be attributed to the physical resources, include starbuck’s suitable store location, the friendly employees, the high quality of products, and the consumer’s loyalty index. 
[bookmark: _Toc8827][bookmark: _Toc14378]3.4.2 Unusual products
Starbucks's coffee is more expensive than other brands because of the different coffee beans they choose.Starbucks has a special procurement system, some buyers travel in Indonesia, East Africa and Latin America all the year round, communicate with local coffee growers , so that they can buy the world's best coffee beans. Providing high quality coffee can improve brand advantage, long-term cooperation can enhance the reputation of both sides.
[bookmark: _Toc30744][bookmark: _Toc24208][bookmark: _Toc1163]3.4.3 Unusual service
Starbucks pays attention to the experience and when customers walks into Starbucks, they not only can enjoy the delicious coffee, but also has a very relaxed feeling.Starbucks not only provides drinks, but also provides some simple foods and leisure places to customers. It is such high-quality products, satisfactory service, so that Starbucks has a large share in the international coffee market.
Starbucks also build online communities, making online services for the offline, it's convenient for people who don't have time to go to the store.
[bookmark: _Toc32169][bookmark: _Toc5639][bookmark: _Toc7084][bookmark: _Toc15878]3.5 Limitations of a differentiation strategy
[bookmark: _Toc9301][bookmark: _Toc32702][bookmark: _Toc23536]3.5.1 Risk of imitation
With the development of the times, the demand for coffee is continues to increase. Due to the rapid development of the coffee market and the high profits, Starbucks has more and more competitors.In order to attract customers,these new competitors may imitate according to Starbucks's advantage to occupy the market share, which means that Starbucks's profits in the coffee market will be reduced.
[bookmark: _Toc13286][bookmark: _Toc723][bookmark: _Toc9985]3.5.2 Higher Costs
In order to quality guaranteed , Starbucks insists on use high-quality coffee beans as raw materials, which increases the cost of products,and the product prices will be relatively high, which means that Starbucks will loss part of the customer.Rising prices of raw coffee and dairy products has always been a thorny problem need to be dealt with.
Also, the range of operation is too large, which means the cost of maintenance is also high. Starbucks will have a higher risk if there is a  storm impact, and the impact will be even more serious in countries with many branches. because Starbucks is often located near the financial center or the main thoroughfare, they are expensive downtown areas, so the cost of maintenance is high. And most of customers are the white collars, When there is an economic crisis, Starbucks will has no customers, it will greatly reduce revenue, and may even lose.
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4.0 conclusion
[bookmark: _Toc28539][bookmark: _Toc14865][bookmark: _Toc26362][bookmark: _Toc13100]In the coffee market, Starbucks uses Porter's differentiation strategy to gained competitive advantage, and Starbucks have been recognized by customers because of high quality products and services.
Starbucks uses Potter's differentiation strategy from the following aspects:
Starbucks absolutely do not join in it’s sales channels to improve brand consciousness, and attract customers with coffee and good service,Instead of mass use of advertising, betaking creates good customer experience.
The advantage of Starbucks's by differentiation strategy is as follows:
Insist on using high quality coffee beans made their coffee better than other competitors. The service in Starbucks let customers feel comfortable,and make it more popular than other stores.
The disadvantages of using differentiation strategy lie in two aspects:
Starbucks's profit was reduced because competitors imitated Starbucks’s advantages and attracted customers.
High costs lead to high prices, and customers become less because of the high price of coffee.



5.0 Recommendations

Establish an appropriate reward system can fully mobilize the enthusiasm and enthusiasm of employees.
Employees are understand the preferences and needs of customer, Starbucks should pay more attention to the communication with employees.
The Starbucks should consider to provide its products with discounted prices in order to attract customers from low income groups.
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