1.0 [bookmark: _Toc498450757]Introduction
1.1 [bookmark: _Toc498450758][bookmark: _GoBack]Objectives
The report will: 
· Using the Competitive advantage and Porter's generic strategies theories to identify Starbuck adopted by the company's strategy
· Analyze Starbuck's corporate strategy is how to achieve
· Evaluate Starbuck's corporate strategy
· Make recommendations based on the final findings.
1.2 [bookmark: _Toc498450759]Background of Starbucks Corporation
Starbucks was founded in 171 and is headquartered in Seattle, Washington. It is the largest coffee chain in the world. Its headquarters are located in Seattle, Washington. It now has 254,000 staffs worldwide.Starbucks purchases and sells high-quality whole bean coffee through sales, as well as brewing on-site brewed coffee, espresso, ice coffee, assorted complementary foods, and finest selection of fine teas at the company's retail outlets. Starbucks also sells coffee and tea products and licenses merchandise through authorized retailers. (Fortune global 500, 2017)In May 1998, Starbucks successfully entered the European market through its acquisition of 65 Seattle Coffee Company stores in the UK. The two companies shared a common culture, committed to focusing on customizing the best coffee, as well as shared company values and mutual respect for people and the environment. (Starbucks, 2017)
1.3 [bookmark: _Toc498450760]Definition of major concepts
1.3.1 [bookmark: _Toc498450761]Strategy
Strategy is an organization's direction and scope of activities over the long term, thereby gaining an advantage over its competitors and establishing the resources and capabilities to handle changes in the business environment. Ultimately meet the stakeholders' values and expectations.
Strategy includes the following three strategies:
· Corporate-level strategy
· Business-level strategy
· Operational strategy(Johnson et al.2011)
1.3.2 [bookmark: _Toc498450762]Business level strategy
The strategic focus is on how to meet and satisfy customers, provide goods and services that meet their needs, and increase operating profit and how to compete successfully in specific markets. (Johnson et al.2011) Starbucks strategic level is business-level strategy. A business-level strategy is a plan of action that strategic managers take advantage of the company's resources and unique capabilities to gain a competitive advantage. (Hill & Jones, 2012. P, 110)
1.3.3 [bookmark: _Toc498450763]Competitive advanage
(Porter 2008) defines an organization's competitive advantage over competitors in two ways: cost and differentiation. The cost advantage is when businesses offer the same products and services as their competitors, albeit at lower costs. The differentiating advantage is when an organization offers better products and services as its competitors.
1.3.4 [bookmark: _Toc498450764]Porter’s generic strategies
Porter's general strategy describes how companies pursue competitive advantage within the chosen market. There are three general strategies, including low cost, differentiation or focus. A company chooses to pursue one of two types of competitive advantages either by having lower costs than its competitors or by differentiating itself by the value of its customers in order to obtain higher prices. Companies also have the choice between either of two types, either focused (the offerings are part of the market) or industry-wide (offering their products across multiple market segments). The general strategy reflects the choice of type and scope of competitive advantage. (Porter 1980)
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2.0 [bookmark: _Toc498450765]Finding
2.1 [bookmark: _Toc498450766]Differentiation Strategy
Differentiation strategy refers to the strategy adopted by enterprises in order to differentiate their products, services and corporate images from their competitors in order to gain a competitive advantage. The focus of this strategy is to create products and services that are considered unique across the industry and customers. There are many different ways of differentiation strategy, such as product differentiation, service differentiation and image differentiation. To achieve differentiation strategy, you can cultivate user loyalty to the brand. Therefore, the differentiation strategy is to enable enterprises to obtain higher than the average profit in the industry an effective competitive strategy. Differentiate the products and services in some way in order to compete successfully. (Porter 1980)
2.2 [bookmark: _Toc498450767]Starbucks’ Differentiation Strategy
Under a differentiated strategy, Starbucks offers its customers a unique, widely-recognized product. The pace of development of Starbucks is as significant as the changes made by traditional brand marketing concepts. At a time of rising perceptions of correspondence across most product and service categories throughout the developed world, Starbucks has managed to adopt one of the oldest commodities in the world and turn it into a differentiated, enduring, valuable brand. The sources of differentiation may be exceptional service of exceptional high quality, innovative design and technical capabilities, a positive brand image and a higher level of corporate social responsibility. (Kibin.com 2017)
· Brand Perception
Brand perceptions are shaped by the sum of all experiences customers have with brand. In short, people buy when they believe in the value of what they are getting and their focus is drawn away, through critical factors like perceived quality, from the plethora of options available in the market to the one or two products that ‘feel like them’.( Friederichsen 2017)
One of Starbucks's strategies to increase brand awareness is through brand alliances and rapidly expanding its brand presence. In the process of development to find strategic partners can enhance their brand equity, expand sales channels, alliance with a strong partner, expanding marketing network. (Roll 2017) For example, In November 30, Starbucks and Swarovski cooperation jointly launched the Starbucks Card. This limited edition Starbucks card key ring offers a sparkling gift for the holidays and features Swarovski® crystals and luxurious finishes to attract more customers to buy it. Starbucks this way to enhance their brand value (Card.starbucks.com.hk 2017)
Since its founding in the early 1990s, Starbucks has been dedicated to building its own brand image by providing customers with a relaxing and enjoyable experience. These clever and innovative ways of understanding customers make Starbucks an iconic global brand. From the beginning, the brand experience was consistently and effectively implemented in all stores worldwide. Starbucks successfully uses its research to develop marketing strategies in many different countries. (Roll 2017)
· Corporate Social Responsibility
Corporate social responsibility is a form of corporate self-regulation. It is integrated into the business model. Corporate social responsibility policy as a self-regulatory mechanism. Corporate oversight and to ensure that companies actively comply with the spirit of the law, ethical standards and international standards (Wood 1991) 
The direct purchase of cocoa by Starbucks is designed to ensure long-term, high-quality supplies and a positive contribution to the environment and the cocoa farming community. In 2008, Starbucks introduced cocoa practice, influenced by the C.A.F.E. coffee initiative. Since then, Starbucks has continued to expand the number of cocoa farmers participating in the project. Starbucks' cocoa program is designed to understand the cocoa supply chain and provide valuable sustainability information to producers and buyers. In the C.A.F.E practice plan, Starbucks is trained by SCS Global Services and the inspections conducted by the verification organization. Starbucks 'cocoa program has helped the company identify key areas for improvement and increase Starbucks' knowledge of the agricultural dynamics of cocoa beans in West Africa. (Starbucks Coffee Company 2017) In 2010, Starbucks made great efforts to implement the "green love" guidelines. Every year, the company invests part of its profits in coffee plantations, improves the local environment, builds infrastructure for local farmers, runs educational institutions, and publicizes corporate social responsibility globally. (Starbucks Coffee Company 2017)
Starbucks through the corporate social responsibility to maintain the brand image, to protect the brand position in the market. Starbucks continued to demonstrate the brand culture and brand awareness to gain more social recognition
· Services
Contrary to the rigorous and complex customer surveys, Starbucks opted to engage in casual, informal conversations with clients to understand the overall mood of their customers, understand the customer experience at their storefront, and gather valuable feedback.. Starbucks also have active Facebook pages, Twitter accounts, Instagram pages, Google + communities, Pinterest pages and video channels on YouTube. In 2015, Starbucks partnered with Duracell Powermat to launch wireless charging in UK stores, adding to the customer experience and bringing digital innovation to its stores. The above shows Starbucks through the brand perception to reflect the differentiation strategy. (Roll 2017) Starbucks offers its customers satisfactory service in the above way, increasing the competitive advantage of Starbucks.
2.3 [bookmark: _Toc498450768]Starbucks’ Competitive Advantage
Starbucks' business-level strategy realizes differentiate with competitors (such as Costa, Coffee from Rodollen, Seattle coffee)through the company offering 'third-place' experience, high-quality coffee and consumer service to its customers, and the company's international marketplace, new technology research and development. 
· Offering ‘third-place’ experience
Starbucks takes full advantage of the "Third Living Space" experience so that people can spend time with friends or alone in a relaxed and comfortable environment, such as the store's very interesting lighting design, coffee tables and chairs, personalized decoration, beautiful music melody, creating a warm mood. Starbucks welcomes clients at Starbucks to complete their work. Starbucks stores have been carefully designed to allow customers to stay longer, buy more things, and then visit again. (Peterson 2015)
· Offering high-quality coffee and consumer service
Starbucks has always been the pursuit of excellence in quality, insist on providing customers with high-quality products. Starbucks's business strategy can be divided into product differentiation. As a result, Starbucks believes that paying attention to the quality of its products allows customers to pay high prices for high quality. Excellent customer service also serves as a reliable source of Starbucks competitive advantage, further increasing the appeal of coffee retailers. In the service process, Starbucks implemented a "customized" one-on-one service, truly sincere for the sake of customers. In addition, Starbucks has more than 30 hand-made espresso coffee and a variety of coffee hot and cold drinks. The variety of coffee varieties to cater to different tastes of consumers. (Peterson 2015).
· International market expansion with the focus on emerging economies
International market expansion, which focuses on emerging economies, is one of the key elements of the long-term Starbucks strategy. And Starbucks will be in a region to set up a number of stores, more dense space makes it difficult for competitors to intervene, in order to better cope with competition. For example, Starbucks' share of global market share from China / Asia Pacific (CAP) rose from 7% of last year to 14% in 2016, with a total of 2,719 new Starbucks coffee shops opened in the past two years. (Fiscal 2016 Annual Report 2017)
· New technology research and development. 
[bookmark: _ftn4]Starbucks insists that the new technology is not meant to be more than just a matter of improving the site or processing payments faster for those waiting in line.(McNamara & Moore-Mangin, 2015)The coffee chain realizes relevant added value by integrating technology into a wide range of business processes and processes such as new product development, communication of marketing information, etc. The most notable examples for value creation via technological integration by Starbucks include the launch of Mobile Order & Pay feature, which allows customers to buy without getting in line, the launch of voice ordering app and sending text message notifications to customers in the Seattle area when their mobile orders are ready (Peterson, 2017) Starbucks has been in front of the coffee chain in terms of innovation. From the tremendous success of new ideas such as cappuccino, frappuccino and coffee flavored beer, to investing heavily in R & D of espresso extraction technology. All show that Starbucks has a great advantage in innovation.
2.4 [bookmark: _Toc498450769]Strengths of Differentiation Strategy
· Unique Product
Product differentiation is an effective way to increase customer responsiveness by providing a wide range of products or services to the marketplace. Companies develop unique products that respond to customer preferences rather than a homogeneous benefit. Product differentiation offers a wide range of products to customers from different markets. (Smallbusiness.chron.com 2017)
Product differentiation has been at the heart of Starbucks' competitive advantage. They provide the best coffee experience by providing the highest quality coffee beans plus advanced brewing processes that set the brand and become quality leaders. In addition to providing high-quality coffee products to differentiate products, they also try to bring more value to customers by creating a cafe-style atmosphere for their customers to relax and enjoy their products. (Starbucks Coffee Company. 2017)
 For example, the Starbucks Reserve® Roastery in Seattle has always been about immersing customers in the craft of coffee. From roasting to brewing, some of the rarest, limited-availability coffees in the world take center stage there. The simplicity of pouring hot espresso over cold ice cream not only offers a rich creaminess at first taste, but exposes the nuanced flavors unique to each espresso. (Year 2017 no page)
· Perception
Companies use the differentiation strategy to establish their own reputation, the company's image as a strength. Consumers want some companies to demonstrate the innovative capabilities built into their products through their previous products, including unique ones. These companies promote their brands and businesses by conveying their past successes as an indicator of the company's current and future performance. The customer approves the company and compares its image with that of other companies.( eHow UK 2017)
The core concept of Starbucks value is Customer Experience, which refers to the use of coffee as a vehicle to convey a lifestyle to people that makes plain coffee a coffee experience. Starbucks price positioning is "most people afford affordable luxury," the positioning of consumers is "white-collar workers." (Starbucks Coffee Company, 2017) Most of these customers are high-level intellectuals, hobbies, food and art, but also higher-income, highly loyal consumer groups. Once they have a cultural identity for the value provided, they can easily form stable brand loyalty and increase Starbucks brand perception. 
· Creation of competitive advantage
Differentiated strategies can give organizations more competitive advantages than their competitors. (Meek, 2003 p157) Starbucks knows every customer is the most direct consumer and should strive to make it a regular customer. Starbucks staffed its staff with in-depth training so that each employee became an expert in coffee. At the same time, customers can make deep interaction with the staff and explore various types of knowledge about coffee. In the service process, Starbucks implemented a "customized" one-on-one service, truly sincere for the sake of customers.
[bookmark: _Toc498450770]3.5   Weakness of Differentiation Strategy
· Higher Cost
Organizations that use differentiation strategies tend to offer higher quality products because suppliers can charge higher fees. The price of a product is higher, the company has to raise its price and price war with its competitors. Once the company is deeply involved in the price war, not only will it be difficult to continue its differentiation strategy, its brand will face the danger of being popular. (Meek, 2003 p157)
Since 2004, Starbucks has invested heavily in working with more than 300,000 farmers in nearly 30 countries to ensure that they produce the best coffee in the most ethical manner. Starbucks promises to buy only the highest quality and ethical coffee beans from farms all over the world. Starbucks provides significant funding for organizations that provide loans to coffee growers so growers can sell their crops at the best price at the best time. (Starbucks Coffee Company. 2017) Starbucks boosts the price of their products through this direct relationship with suppliers and by investing heavily to get quality coffee beans. However, as mentioned above, once Starbucks is stuck in a price war, not only will it be difficult to continue its differentiation strategy, its brand will also be at risk of being popularized, which in turn will affect Starbucks CEO Schultz's repeated emphasis and pursuit of Starbucks Experience.
· Changing customer tastes
One of the weaknesses of using a differentiation strategy is changing customer perception. If a competitor with a cost leadership strategy drives down the price of a product, which widens the gap between the product prices of the companies that implement the differentiation strategy, in which case the user relinquishes the cost savings to the company owned by the difference product features, services or image, instead choose inexpensive products.( eHow UK 2017)
For example, On Feb. 24, 2014, some 80 percent of Starbucks customers said that they would consider making their next purchase at the coffee shop. That figure has fallen to 71 percent since the company tightened its rewards program, giving points to coffee drinkers for every dollar spent instead of redeemable points for every purchase. (Whitten, 2017 no page) In this way, Starbucks wanted to change customers' perception of their brand, but it did not work well. Most customers do not adapt Starbucks incentives.


3.0 [bookmark: _Toc498450771]Conclusion
Starbucks succeeded in making Starbucks the largest chain coffee seller in the country by using a differentiated strategy such as Starbucks' "third space" for its customers, the Starbucks Experience. The competitive advantage that Starbucks gained also allows more customers to buy their products and services and recognize the Starbucks brand. 
Starbucks have used the differentiation strategy by:
· Starbucks gains not only high quality raw materials (cocoa) but also Starbucks brand awareness through its active participation in corporate social responsibility
· Starbucks works with other well-known companies to increase their brand awareness and to provide customers with unique products and to build their own brand image.
· Starbucks communicates with its customers and collects customer feedback by setting up various online communities.
Starbucks has reaped some advantages by using a differentiated strategy. These are:
· Provide unique products and services to attract customers.
· Build customer perception and allow customers to experience the Starbucks more.
· Create more competitive advantage by providing unique services.
Starbucks also has reaped some disadvantages by using a differentiated strategy. These are:
· In order to provide different services or products, there may be more costs.
· Too much rely on brand awareness to change the perception of customers, will lose more customers.



4.0 [bookmark: _Toc498450772]Recommendations
· Development of new products.
· Continue to enhance service competitiveness.
· Lock the customer relationship, grab the customer chain.
· Improve customer experience and satisfaction.

