Executive summary
This report will:
Identify the strategy adopted by Starbucks.
Analyse how Starbucks has achieved the strategy.
Evaluate Starbucks uses this strategy.
According to the survey to make reasonable suggestions, will help improve the 
 performance of Starbucks.
Sources of information for this report include: Books, academic journal, and Websites of Starbucks and Biggby Coffee.
The main content of this report is Starbucks use of differentiation strategy, and introduced Starbucks to achieve differentiation strategy specific methods：                           
Through ethical procurement, gain coffee sustainable supply chain and provide customers with high-quality coffee, improve customer loyalty to the brand.
Providing high-end coffee culture, comfortable decoration style to make customers more relaxed to enjoy the leisure time for coffee and meet the spiritual needs of customers.
Employees need rigorous training, to provide customers with professional services, establish a good brand image, to ensure customer loyalty to the brand.
Differentiation strategy brings advantages to Starbucks, there are:
   Starbucks purchases high-quality coffee beans, customers can enjoy high-quality coffee, won the customer's loyalty to Starbucks.
   Starbucks' high-quality products and professional services are the competitive advantages of Starbucks and this competitive advantage has brought good benefits to Starbucks.
   Starbucks unique products and services to promote customer loyalty to the brand, in the competition, Starbucks do not need to reduce product prices to gain revenue.
Starbucks use of differentiation strategy has some limitations, such as:
   Starbucks purchases high-quality coffee and employees need rigorous training, which increases the cost of the product, so the price of the product increases and the customer needs to pay a higher cost.
   Starbucks succeeded in using a differentiated strategy and many competitors imitate Starbucks’s products and services.
These suggestions may make a good development of Starbucks:
   Starbucks should continue to improve the awareness of environmental protection and social value, establish a good brand image.
  Starbucks staff should regularly have professional training to provide customers with superior service.
   According to customer suggestions, Starbucks can adjust the decoration style and store layout.















1.0 Introduction
   1.1 Starbucks
Starbucks is a multinational chain in the United States and the largest coffee chain in the world. Starbucks was founded in 1971 in Seattle, USA (online, Our Heritage, 2017). Their products include coffee, tea, sandwiches and cakes. Currently, Starbucks has approximately 21,000 stores worldwide and employs about 117,000 people (online, About Us, 2017). In May 1998, Starbucks acquired 65 stores of Seattle coffee companies in the United Kingdom, enabling them to successfully enter the European market (online, Company Information, 2017).
   1.2 Objectives
This report will:
Identify the strategy adopted by Starbucks.
Analyse how Starbucks has achieved the strategy.
Evaluate Starbucks uses this strategy.
According to the survey to make reasonable suggestions, will help improve the 
performance of Starbucks.
   1.3 Business Level Strategy
Brian Bass (No page, 2017) defines strategy as
‘Organizations use business-level strategies to gain a competitive advantage over industry rivals by exploiting core strengths in specific market segments.’ 
Levels of the strategy include: Corporate Level , business level and functional level. Every firm needs a business level strategy, this strategy is the company's core strategy and gain a competitive advantage (Hitt, Ireland, Hoskisson, 2003).
   1.4 Competitive Advantage
Porter thinks the competitive advantage is to win in a way that is cheaper than a competitor's or to create a way to win in a different way (Porter, 1998). A business profit exceeds the industry average, the company has a competitive advantage (Porter, 1998). The competitive advantage is that the performance of a business outperforms competitors and industry average (Barney, B.J., 1995).
1.5 Porter’s Generic Strategies
Porter's general strategy describes how a company pursues competitive advantage within its chosen market. There are three generic strategies, low cost, differentiation or focus. The focus strategy can be divided into two parts: cost focus and differentiation focus (Porter, 1985). Porter believes that the three strategies can be applied to any model of corporate business and the company can only choose one of the strategies, otherwise， businesses will waste resources (Porter, 1980).
2.0 Main Findings
In the past few years, Starbucks entered a battle to compete with Dunkin' Donuts Coffee King. Customer preferences have a great impact on this competition, fully meet the needs of customers is an important factor in winning this competition. As a result, every company is working to expand the menu product categories and physical store locations, this can have product features better serve customers. Starbucks stores are considered the most suitable for work and social coffee place, Starbucks wants to provide customers with a relaxed atmosphere and leisure. Starbucks revenue in 2016 was about $21.3 billion, and Starbucks' success was due to the company's differentiation strategy.
2.1 Differentiation Strategy
The purpose of a company's differentiation strategy is to create a product or service that is perceived by the customer as unique, this product and service is better than the competition, the company's successful use of differentiated strategy features include: leading technology research, creative and high-quality products and good reputation (Randolf Saint-Leger, 2017). Product differentiation is to make the enterprise more attractive for a specific target the market, but also the process of differentiating products and services. Enterprises can use this strategy to distinguish between their own products and their competitors' products (Chamberlin, Edward, 2010). Successful brand management, this product is unique even if the product is the same as a competitor's product, differentiation strategy is more suitable for large companies, differentiation strategy and focus on differentiation will have a huge advantage (Porter, 1980).
2.2 Starbucks Differentiation Strategy
Product differentiation is an important strategy for Starbucks to gain a competitive edge. Starbucks offers its customers a unique product culture and service experience. High-quality coffee brings customers the best coffee experience and establishes a good brand image.
   2.2.1 Starbucks Ethical Sourcing of Sustainable Products
Starbucks' ethical purchasing makes coffee a sustainable the product, improving the lives of about 1 million people around the world. Starbucks helps farmers overcome the challenges of growing coffee. To increase productivity and sustainability, Starbucks shares research and resources with coffee-producing nations and farmers around the world and ensures long-term availability of quality coffee, farmers can choose whether to sell Starbucks coffee beans, Starbucks donated millions of disease-resistant trees to help farmers resist the threat of disease, Starbucks invested more than $100 million to build coffee communities and farmers support centers, so farmers are willing to provide coffee beans to Starbucks, Starbucks has a sustainable supply chain of coffee beans, while customers can enjoy high-quality coffee, the unique way to source coffee beans gives Starbucks a competitive advantage. Starbucks offers its customers the best coffee experience by providing the highest quality coffee beans and advanced technology (Online, responsibility, 2017).
   2.2.2 Starbucks' unique coffee culture
Starbucks prices higher than similar products, but did not reduce consumers around the world into Starbucks to buy coffee, because Starbucks discovers new consumer needs, customers also need a culture of coffee, Starbucks sold to consumers not only coffee but also a unique coffee culture to meet the spiritual needs of consumers.
Starbucks advocates high-end coffee culture, buying high-quality coffee beans from around the world and producing high-quality coffee with special production methods to meet the needs of consumers and establish a good brand image. One of Starbucks's goals is: Starbucks Coffee Shop becomes the second living room for customers, choosing the right location based on the consumer's habits, Starbucks generally choose to focus on where the crowd, so you can provide customers a convenient place to communicate. At the same time, Starbucks is promoting the concept of 'Third Space'. Customers can study in Starbucks, read newspapers, surf the internet and chat with friends. Each customer can enjoy the unique coffee culture of Starbucks (Online, About Us, 2017). Every store in Starbucks presents a unique style that will decorate the storefront according to the local culture, and the customer will feel at home. Mermaid logo is also a unique cultural symbol of Starbucks, the logo includes beautiful, mysterious, long history and allure (The Insider, 2006).
The social material is very rich nowadays, people have a lot of cultural and spiritual needs, the unique brand culture of Starbucks has succeeded in attracting more and more customers. People not only buy Starbucks coffee but also recognize the culture of Starbucks.
   2.2.3 Starbucks unique service
Customer service in the formation of the brand has an important role, high-quality service is to cultivate the brand foundation, Starbucks enthusiastic service to establish a good brand image (Aaker, David A, 1996). Starbucks ensures high-quality service and all Starbucks employees undergo rigorously training, Starbucks training staff warmly welcome customers within 30 seconds, concerned about the needs of customers, and actively interact with customers and recommend customers need products, staff should actively help dissatisfied customers, carefully listen to their needs, understand the feelings of customers and thank customers for their comments (Online, Support Centre Careers, 2017). Starbucks also has strict requirements on the decoration of the store, creating an atmosphere of home through the decoration style and comfortable music, so customers can enjoy the leisure time in Starbucks better. In the quality of coffee, Starbucks in order to provide customers with high-quality service, coffee production methods have strict requirements, Starbucks must provide coffee lectures once per week to customers, invite customers to participate in the one-on-one coffee tasting, customers can communicate better with staff, customers can write a comment card to Starbucks advice. Starbucks service is humane, improve the environment of coffee plantations and farmers living standards, Starbucks is also very concerned about environmental protection, using coffee grounds as fertilizer (Online, Retail Careers, 2017). Starbucks has a unique service system, high-quality services to better meet the needs of customers, excellent service makes Starbucks more and more influential.
2.3 Advantages of differentiation strategy
   2.3.1 Customers are loyal to the brand
Brand loyalty is a model of consumer behavior. Consumers repeat the purchase of products of the same brand. Companies must provide consumers with high-quality products and maintain customer loyalty (Block & Roering, 1979). Starbucks' differentiated strategy has won customer loyalty and farmer-brand loyalty in the coffee zone growing areas. Starbucks in order to bring high-quality coffee to customers, to buy the world's high-quality coffee beans and coffee in a special way, customers recognized the quality of Starbucks coffee, Starbucks store decoration to give customers a home atmosphere, to provide customers with a comfortable resting environment, Starbucks' passionate service provides customers with outstanding service and customers enjoy good coffee culture and service at Starbucks, which are important factors for customer loyalty to Starbucks. Starbucks helps farmers and improve their standard of living. Starbucks has won farmer's loyalty to the brand, farmers are willing to sell high-quality coffee beans to Starbucks, which have a stable and sustainable supply chain of coffee beans. 
Customers and farmers trust the Starbucks brand, customers will always choose to buy Starbucks coffee and farmers will always provide high-quality coffee beans to Starbucks. In the fierce competition, Starbucks has the loyalty of customers and farmers, can charge higher prices, increase profits and customers are willing to pay.
   2.3.2 Creation of competitive advantage
Differentiation strategy can make the enterprise gain the advantage in the market competition. The differentiation strategy pays attention to the quality and design that other products do not have (Richard Rumelt, 2011). Starbucks differentiated strategy to create a competitive advantage, a unique service system makes Starbucks gain an advantage in the competition, Starbucks high-quality coffee has been recognized by customers, customers demand not only high-quality coffee, they also hope to get the spirit of satisfaction, Starbucks enthusiasm, and human services to meet customer needs. Starbucks has its own unique staff training standards and systems, the staff saw the customer to warmly welcome customers and provide services to customers, actively communicate with customers to understand the needs of customers, according to the needs of customers recommend related products, customers can find the products they need in a short time. Customers can give Starbucks advice and receive feedback that will help improve Starbucks' service. Starbucks offers coffee lessons to its customers once a week. Customers interested in coffee can learn more about coffee and understand their favorite coffee varieties, customers can identify their needs.
Starbucks unique service to bring customers a wide range of experience, in the industry competition, Starbucks unique service to create a competitive advantage, to attract more customers to Starbucks consumption, Starbucks can get more sales and increase profits.
   2.3.3 Non-price competition
In the differentiation strategy, companies can compete outside the price, businesses can create unique products and differentiate from other brands, and gain a competitive advantage without reducing prices (IRELAND, 1987). Starbucks differentiation strategy includes product, service, environment, management and experience. As mentioned above, Starbucks offers high-quality coffee experiences to its customers and uses high-quality coffee beans from around the world, and Starbucks produces high-quality coffee through special production techniques. Starbucks provides customers with enthusiasm and professional services. For example, staff members are professionally trained, communicate with customers to understand customer needs and meet customer needs, Staff through professional knowledge combined with the needs of customers for customers choose the right product. Starbucks through the shop decoration style to give customers a comfortable feeling, customers can fully experience the culture of Starbucks. Starbucks has a strict management system. For example, there are clear and strict rules for how long employees need to make coffee and how products are displayed. Starbucks will combine local cultural design products and shop decoration, customers can experience the different cultural atmosphere. 
Starbucks high-quality products and unique services to distinguish with competitors, established a good brand image, customers think that Starbucks product are unique, in the enterprise competition, Starbucks do not have to lower prices and gain a competitive advantage.
2.4 Disadvantages of differentiation strategy
   2.4.1 Higher Costs
Businesses use differentiated strategies that continually update products and maintain customer loyalty to the brand, but product differentiation requires large amounts of resources and costs (Randolf Saint-Leger, 2017). Starbucks develops sustainable coffee supply chains, invests in coffee communities and farmers' support centers donate disease-resistant trees to coffee areas and help farmers improve their standard of living. Starbucks buys high-quality coffee beans and customers can enjoy high-quality coffee that makes the product unique. Starbucks provides staff with professional training to provide better service to customers, Starbucks has unique services. Starbucks shop decoration according to different parts of the culture, decoration of different styles. Starbucks stores are located in the crowd and more central location, the price of the store will be high. 
Starbucks use of differentiated strategy can have unique products and services, have their own competitive advantages and attract more customers. However, Starbucks needs to constantly update products and services to meet customers' needs, Differentiation strategy requires a lot of resources invested, the product has a higher cost, Starbucks will raise the price of the product, but this will affect whether customers choose to buy Starbucks products.
  

2.4.2 Risk of Imitation
Differentiation strategy will lead competitors to imitate each other, successful business products and business model will be imitated by competitors. Starbucks uses a differentiated strategy to build a good brand image, attracting a lot of customers with unique products and services, and Starbucks is a successful brand (Koehn, N. F. 2002). With the continuous development of society, people have a deeper understanding of coffee culture and increase the demand for coffee, more and more coffee shops appear in people's lives. In the fierce competition, many coffee shops choose to imitate Starbucks products and services. Founded in 1995 in Michigan, USA, Biggby Coffee quickly became the most popular coffee shop, about 250 stores. Biggby Coffee offers different types of coffee depending on the season, they also offer espresso coffee, milkshakes, pastries and fruit cups, and the products are diversified to meet the needs of their customers, customers also get free drinks on their birthday, which will attract more customers (Online, Our History). 
Biggby Coffee modeled Starbucks mode of operation, product variety according to the different seasons will be new products, to provide customers with professional services and give customers a drink on the birthday, establish a good brand image, to attract more customers. Starbucks succeeded in using a differentiation strategy, but it also risks being imitated by competitors.








3.0 Conclusion
Starbucks successfully achieved its competitive advantage by using a differentiated strategy. Starbucks' unique products and services are competitive advantages, Starbucks and competitors are differentiated in the coffee field, Starbucks has built a good brand image and maintained customer loyalty to the brand.
Starbucks use differentiation strategy by:
Starbucks helps farmers and gets a sustainable coffee supply chain through ethical sourcing, providing customers with quality coffee.
Starbucks advocates high-quality coffee culture, advocates the concept of 'the third space' and provides customers with a comfortable environment, so customers can enjoy coffee culture better
Starbucks unique service, through professional staff training to provide customers with excellent service and better meet the needs of customers.
Starbucks uses the advantages of differentiated strategy, there are:
Gaining customer loyalty to the brand by providing high-quality products and services.
Unique products and services create a competitive advantage.
Gaining a competitive advantage and do not need to lower prices.
Starbucks uses the limitations of differentiation such as:
Product differentiation requires large amounts of resources and costs.
Differentiation strategy will lead competitors to imitate each other.







4.0 Recommendation
Starbucks in order to provide customers with better service, staff should receive regular professional training.
Starbucks can according to customer feedback, adjust the decoration and layout of the store, to provide customers a more comfortable environment.
Starbucks should constantly improve the awareness of environmental protection and social values, and establish a good brand image. For example, recycling coffee grounds and reducing the use of plastic cups.
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