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[bookmark: _Toc3781]Executive Summary

This report will:

· Identify the strategy of Starbucks in market competition.
· Critical evaluation of Starbucks strategic strengths and weaknesses.
· Based on the results of the report make recommendations to help Starbuck’s future development.

The academic resources for this report was collected from Starbucks’ website, academic book and academic journals.

In Porter’s Generic Strategies, Starbucks use the differentiation strategy, to build the company’s own advantage in competitive. It is mainly reflected in these aspects:

· Strong brand awareness. 
· Wide scope of global supply chain.
· Product differentiation 

In the differentiation strategy, Starbucks have some advantages mainly reflected in these areas:

· Brand loyalty-Starbucks has a unique coffee culture. 1. Procurement of coffee beans from all over the world, and baking in Seattle, from raw materials to customers have strict standards. 2. Staff training and freshly ground coffee allow consumers the best experience at Starbucks. 3. In the environment, at Starbucks coffee painting and tools, unique decoration style so that consumers can better integrate into the coffee culture. 4.Starbucks also has perfect global supply network, and it also has its own subsidiaries, such as Seattle's Best Coffee, Teavana, and Ethos Water, which makes Starbucks has large base of customers in different favors.
· Research and development-Starbucks in different regions, will investigate the local market, and the development of new products. For example, in Chinese culture, tea is similar to coffee. So Starbucks in China market, launched a specialized research and development of tea beverages. (Starbucks news, 2017)

But, there are also have weaknesses in differentiation strategy:

· Product similarity- Most of Starbucks’ products are base on common corporate standards without any innovations, and do not adapt to the foreign cultures, which makes their products lock of unique and easy to be simulated. 
· Starbucks is facing rising costs of raw coffee and dairy products. And Because of the different regions, fare also have a certain impact. And case Starbucks’ high price stops many of the potential customers from purchasing its products, even Starbucks has premium quality and great customer service, still, there are many customers are not likely to spend too much for just a cup of coffee.

Finally, suggest some recommendations to improve Starbucks performance:

· Keep differentiation strategy and improve product and service to Gain superiority and customer loyalty
· Continue research and development, for different areas people, new products can make product differentiation and cut down cast and gain more profits, because of local characteristic products’ raw material have lower cost.
· 

[bookmark: _Toc5441]1.0 introduction
1.1 [bookmark: _Toc29795]Background to Starbucks
Starbucks Corporation was established in 1971. It is one of the best professional coffee bakeries and retailers in the world. Starbucks from its inception is committed to encourage people cultivate the human spirit, in order to provide the best coffee service, so that customers have the best experience, and to create a great place to work, so to see someone to Starbucks chat, meet even work is normal. This is not just a coffee shop here, but also an everyday part.(Starbucks website, 2017)Starbucks offers a variety of coffee and tea drinks, along with some related products. Includes whole bean coffee and brewed coffee powder. In addition Starbucks also offers some fresh food and snacks, such as sandwiches, bread, and some candy. Starbucks business can be divided into five parts, the Americas, China / Asia Pacific, Europe, the Middle East and Africa. Starbucks has operations in 75 of these areas and 25,734 retail stores. Starbucks is headquartered in Seattle, Washington.(MarketLine, 2017) 
[bookmark: _Toc16944]1.2 Report Objectives
This report will:

· Identify the strategy of Starbucks in market competition.
· Critical evaluation of Starbucks strategic strengths and weaknesses in competitive market.
· Based on the results of the report make recommendations to help Starbuck’s future development.
[bookmark: _Toc3676]1.3 Business level strategy
The business-level strategy is a planned initiative to guide and manage specific units under the company's strategic constraints and serves the company's overall purpose. This is the second level strategy in the strategic level.
The strategic hierarchy consists of three levels: Corporate-level Strategy, Business-level Strategy and Functional strategy.
[bookmark: _Toc25484]1.4 Competitive Advantage
Starbucks is one of most famous and popular brands in the world, Starbucks dedicate service and quality, which made it gained various of loyal customers and raised its brand’s awareness. Otherwise, Starbucks has a unique coffee culture. Procurement of coffee beans from all over the world, and baking in Seattle, from raw materials to customers have strict standards. Staff training and freshly ground coffee allow consumers the best experience at Starbucks. In the environment, at Starbucks coffee painting and tools, unique decoration style so that consumers can better integrate into the coffee culture.Starbucks also has perfect global supply network, and it also has its own subsidiaries, such as Seattle's Best Coffee, Teavana, and Ethos Water, which makes Starbucks has large base of customers in different favors. 
[bookmark: _Toc26511]2.0 Main Findings
Starbucks is one of the largest coffee bakeries and retailers in the world and has a great success with coffee. There its many real and potential competitors. The mainland coffee market in Taiwan has been on the island, Japan really pot coffee, and later entered the Canadian hundred coffee. COSTA and McCafe of McDonald's brand. From the beginning to the present more than 40 years, Starbucks has won many awards in every part of the world. Starbucks and differentiation strategy, development of new products, quality service, and membership card system. Starbucks in the industry have a competitive advantage. But Starbucks for their own corporate culture, it should be protected. For example, Starbucks' special product, Frappuccino, has been imitated by many other competitors.
[bookmark: _Toc32446]2.1 Main define
The Strategic Clock Model was presented by Cliff Bowman, a tool that analyzes the strategic choices of an organization that provides managers and consultants with thinking about competitive strategy and ways to gain competitive advantage. The Strategic Clock Model assuming similar applicability of products or services across different companies, choosing one of the customers at the time of purchase rather than the other might have the following reasons: 	(1) The prices of the products and services of this business are lower than those of other companies; 
The customer thinks the product and service of this enterprise have higher added value.  These strategies are based on the principle of providing competitive advantage to customers by providing what they want or need. It helps managers understand the changing needs of their markets and their choice of positioning and competitive advantage. (C.Boman, 1996)
In highly competitive situations, clients make choices based on their combination of value of money, price and perceived product / service revenue. Strategic Clock represents a different place in the market where consumers have different requirements for value for money.
[bookmark: _Toc1466]2.2 Low price strategy
Businesses focus on market-price-sensitive segments. Businesses adopt this strategy to reduce the value of their products or services while reducing the added value of their products or services. So, Starbucks always have some promotion and reward star-activity to make the price low, it will make more people buy coffee to get more reward start. While reducing the price of a product or service, establishing a firm's competitive advantage, the quality of the packaged product or service, is a classic approach. However, this competitive strategy is easily imitated by competitors and also reduces the price. Under such circumstances, a low-cost strategy is not worth the effort if the firm can not lower the price below the competitor's price or because it is difficult for the customer to judge the quality level of the product or service due to the low price.
[bookmark: _Toc10397]2.3 Hybrid strategy	
Companies provide perceived added value to customers while maintaining low prices. The success of this strategy of high quality and low price depends on the ability of enterprises to understand and satisfy customer needs and on the cost basis of maintaining a low price strategy and can not be imitated.
Provide new products and services in coffee shops, such as cheap products. The company can expand its global operations and new coffee markets, such as expanding into India and the Pacific. Starbucks chairman disclosed to the media: Starbucks will change the past China's business model - to stop franchising, recovery of shares, Starbucks will be transformed into a wholly-owned Chinese enterprises. And plans to make China the largest overseas market for Starbucks, the number of stores from the current 100 to 500 except Canada and Japan. Therefore, grasp the initiative to harvest the fruits of the Chinese market. 
[bookmark: _Toc34]2.4 Differentiation strategy
By providing better products and services, or slightly, companies provide value added to their customers at the same price, slightly above their competitors, in order to gain greater market share. Higher price income. Businesses can adopt tangible differentiation strategies such as appearance, quality, functionality, and other uniqueness of a product; they can also gain an edge over an invisible differentiation strategy such as service quality, customer service, and brand culture. In 2006, the Dunkin 'Donuts produced a ridiculed ad that criticized Starbucks for mixing Italian and French on menus and cups. But this again reflects from the side, in that decade Starbucks really made a soft drink as a coffee drink. Latte has become a synonym for the elite, not all ordinary Americans can afford.
[bookmark: _Toc16890]2.5 Focus on differentiation strategy
Companies can compete in the industry with high-quality, high-price tactics that provide users with added value for their products and services at a particularly high price. However, adopting such a competitive strategy means that an enterprise can only participate in business and competition in a market segment. Bryant Simon, an American scholar, wrote in his book Everything but the Coffee: 'Customers believe the Starbucks latte in their hands reflects their individuality and taste, even if they are willing to spend more.’ (Simon Bryant, 2011) The strategy of Starbucks differs from the low-cost, fast-food strategy of McDonald's and Dunkin 'Donuts but focuses on creating a romantic experience. But when similar problems like cup-shaped events became commonplace, Starbucks could face problems.
[bookmark: _Toc18538][bookmark: OLE_LINK245]2.6 Porter’s Generic Strategies 
‘Competitive Strategy’ is by the United States today, the world's first strategic authority, known as ‘the father of competitive strategy,’ the American scholar Michael. Porter (1980), in his book Competitive Strategy, put forward Porter's three competing competitive strategies for businesspeople as the total cost-leadership strategy, differentiation strategy and focus on specialization strategy (Porter, 1998). Porter competition strategy is a kind of business strategy, it refers to the enterprise in the same value competition on the use of offensive or defensive long-term behavior.
[bookmark: _Toc8607]2.7 Porter’s Generic Strategies for Starbucks
In Porter's competitive model, The company's strategic position and strategy depend not only on its traditional direct competitors, but also on the four forces in the industry environment: new market entrants, alternatives, customers, and suppliers.. The profitability of a company depends to a large extent on its ability to attract and retain customers and demands high prices. If customers can easily switch to competitors' products and services, or they force their firms and competitors to compete in price on a transparent market where prices are small and all prices are available in no time at all, then the customer's bargaining power enhance. Starbucks' consumer base was mainly the white-collar workers with relatively high incomes. However, during the 2008 recession, customers complained that Starbucks lost its fashionable local feel, more and more like fast food chains and many turned to cheaper stores. Such as McDonald's, Dunkin Donuts, resulting in Starbucks stock market value fell more than 50%. In response, Starbucks conducted a reform to enhance the customer experience and to narrow the distance with customers.



[bookmark: _Toc7972][bookmark: _GoBack]3.0 Conclusion
In recent years, as more and more large, Starbucks began to take measures to reduce costs. However, this measure has affected the store design, staff training, so that these differences are growing, more and more customers find Starbucks service quality is declining, the original experience culture Gradually dilute. The rapid expansion of scale did not bring performance and brand promotion to Starbucks, but endanger its healthy development. Under pressure to survive, Starbucks had to shut down its stores one after the other and devote its energies to the 'revival of Starbucks' program, which reinvigorated the customer experience. With the economic crisis, the world economy is declining. In the global economic downturn, Starbucks can not be avoided. The purchasing power of consumers is declining. Because of Starbucks's high-end product positioning, this economic downturn in the environment is difficult to get the favor of consumers.


[bookmark: _Toc24345]4.0 Recommendations
· Keep differentiation strategy and improve product and service to Gain superiority and customer loyalty
· Continue research and development, for different areas people, new products can make product differentiation and cut down cast and gain more profits, because of local characteristic products’ raw material have lower cost.
· Starbucks should Protect their company's products, innovation and the development of better products. For the moment, most of Starbucks's coffee products are not new
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