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[bookmark: _Toc498283339][bookmark: _Toc498444382]Executive summary

This report will:

1. To identify the competitive strategy of Starbucks that they utilised in the order to develop their current competitive position in the process. In addition, some of evidences will be illustrated.

2. Essentially, this report will also shows the evaluations and analyses critically, about what kinds of benefits and weaknesses that Starbucks employed strategy in their developing activities.

3. Additionally, recommendations for the organisation will be demonstrated at a part of this report. which based on the academic data or examples.

Academic references will helps this report to become more reliable and factual. They could be detected from academic books, journals, websites and e-books in library. 

The strategy will be analysed with The Strategy Clock, and the approaches are:
1. Products' differentiation
2. Differentiation of services
3. The focus differentiation in special markets

The competitive advantages follow the strategy are:
1. The ability of creating profits: Starbucks' products are innovative, which have brought lots of values to customer. So, annually, products creates a great amount of profits.
2. The advantage of production: Starbucks' network extremely assists producing efficiency, which helps Starbucks standing an advantageously competitive position.

The risk and limitations are:
1.Limitations of resources: Starbucks have gained some advantages with its products. In order to limit the development of Starbucks, competitors will obstruct the resources of Starbucks.
2. The new rivals divides market: Starbuck have used focused differentiation strategy in some special market. There must be some new rivals conflicting Starbucks' market.

The recommendation will be given as:
1. Starbucks should control its cost basing in its profiting ability.
2. Starbucks should train the staff's skill in order to get better imagination for its excellent production.
3. Starbucks should find a co-operator for its dilemma situation of resources' Limitation for ingredients or channels.
4. To develop more markets in the world to prevent new rivals and to make stable competitive position.
[bookmark: _Toc498283340][bookmark: _Toc498444383]1 Introduction
[bookmark: _Toc498283341][bookmark: _Toc498444384]1.1 The Starbucks coffee
Starbucks Corporation, the excellent company within the world, plays three essential roles of specialty coffee, the roaster, marketer and retailer respectively. In Starbucks store, customers can enjoy different kinds of coffee, tea beverages, juice, bottled water and coffee related products, as well as sorts of food and snack offerings.

 'Starbucks Corporation is divided into five reportable segments: The America, Asia Pacific, Europe, Middle East and EMEA separately. Besides, Starbucks owned the markets in 75 countries across North America, Asia Pacific, EMEA, and Latin America. Starbucks Corporation choose that headquartered in Seattle, Washington.' (Starbucks corporation, 2017)

As the report of Starbucks Corporation, the company's revenues of USD 21,315.9 million in financial year 2016 increasing about 11.2% over FY2015, which compared between FY2016( margin amounted at 19.6%) and FY2015( 20.5%). For the net margin, company recorded at 13.2% in FY2016 and 14.4% in FY2015. (all of data are detected from website Marketline's corporation's database, 2017)

[bookmark: _Toc498283342][bookmark: _Toc498444385]1.2 Objectives
To finish this report, there are there chief objectives that should be achieved. Those will be illustrated below:

1. To identify what kind of competitive strategy that Starbucks has employed to improve their competitive position in current situation, and how did Starbucks employ it with evidences.
2. Critically evaluate and analyse advantages and limitations of the Starbucks' strategy. 
3. According to the results above and the fact, suggestions or recommendations should be suggested for the organisation.

[bookmark: _Toc498283343][bookmark: _Toc498444386]1.3 Business Level Strategy

Scholes (2012) have the definition ' Business Level Strategy means corporation classify the area of strategic actions with predicting its further competitive environment.' Generally, business level strategy distributes to three levels:
1. Corporate-level strategy
2. Business-level strategy
3. Operational strategies
They are all the strategies' level that corporation has made strategies in order to face in the future environment. But, three levels focus differently. In corporate-level, organisation focus on the business for itself. In Business-level, organisation focus on the competitive position in the business area. In operational strategies, organisation focus on the function of department which follows the Business-level strategies.

Obviously, this report emphasises the competitive strategies in competitive position. As a result, in this report, Starbucks' strategies worked with Business-level strategies. All of the Business-level strategies are the actions of strategic managers used in where they has gained the competitive advantages.
[bookmark: _Toc498283344][bookmark: _Toc498444387]1.4 Competitive advantages
Porter (2004) has pointed that competitive advantages is a trait of company's abilities. To be more specific, if the company is good at innovation, it will create a new product quickly and correctly. Lynch (2003) classified competitive advantages into four main factors: 
1. The cost and quality of products
2. The technologies and assets of corporation
3. To set some obstacles for competitors
4. To use cooperation and resources defeating competitors
Starbucks have used No. 1 and No. 2 factors for competitive advantages.




















[bookmark: _Toc498283346][bookmark: _Toc498444388]2. The academic analysis of Starbuck
[bookmark: _Toc498283347][bookmark: _Toc498444389]2.1 The strategy clock module

Johnson, Whittington, & Scholes (2012) illustrates, the strategy clock is a kind of strategic approach which offers the organisation to identify the strategic position currently. It also provide to the company for some viable ideas. There are totally divided into four zones:
The differentiation zone. The zone illustrates a sort of reasonable methods, in order to build high quality products or service for attracting more customers. It is a strategy of differentiation without price premium.
The low-price zone. This zone provides a strategy for decreasing price than mark price to get more market share, when the company contend with other similar companies.
The hybrid strategy zone. This zone fixes between strategies of low-price and differentiation.
Non-competitive strategies zone. This is a special strategy. When a company occupied a monopolistic market, it employed a strategy with low benefit and high price. Typically, most of company which used this strategy were failure.

[image: ]
image1.1- Bowman's Strategy clock(The essences of strategic management,1990)

Bowman(1990), the original author of the strategy clock module, mentioned that some of the components can be divide into many items. Firstly, the low-price zone includes low price strategy and low price/ low added value. Differentiation includes differentiation and focused differentiation. Loss of market share, monopoly pricing and risky, high margins belong to non-competitive strategy. All of those zones are followed by the variable factors Value(The Perceived Value to the customer) and Price. Namely, each zones location are determined by values and prices of corporation when it use its strategy as the image 1.1 shows.


[bookmark: _Toc498283348][bookmark: _Toc498444390]2.2 The analysis of Starbucks' competitive strategies
[bookmark: _Toc498283349][bookmark: _Toc498444391]2.2.1 Differentiation zone
In the strategy clock module, Bowman (1990) defines the Differentiation as ' high price with high value'. It means that Not only the corporation has priced in a high level, but also has offered a high value with other factors. For example, the possibility of products and incredible service. Importantly, those factor are different with competitors and better than competitors. It is also showed by the branch 4 in image 1.1.

Focused differentiation will also be mentioned. It is defined as ' higher price than differentiation with high value'. In other words, Focused differentiation focus on aimed markets and prices higher with offering  higher value to customers. But Starbucks just use in some special markets.
[bookmark: _Toc498444392]2.2.1.1 Product's Differentiation 
Starbucks has used the Differentiation in its product. Two conditions of Differentiation are high price and high value. In the operation, Starbucks' products has included those two important conditions high value and high price. The best evidence is the influence of Frappuccino.

For the value, Frappuccino is icon of differentiation as shown as image 1.2. Firstly, it has broken the typical impression of coffee. UK is famous with coffee' culture that also named Afternoon Tea Culture. In this custom, people always drink the hot coffee and get relax at afternoon. In fact, the cold coffee is more portable for customers to drink than hot coffee. Beside, younger generations prefer ice cream than hot coffee (according to the report of Thomas, 2010) So, the Frappuccino that fixed ice coffee and ice cream has became popular in UK. As the Drink Global News shows (2017), in 20 century, Frappuccino and its related beverage products had been issued in UK market. In 2011, Starbucks corporation issued Frappuccino to UK retailers formally. Namely, to compare with classic coffee, younger generations prefer to Frappuccino which has different kind of testes and be portable coffee. There is an interview note on the website reported by Ball(2005), it is about a British girl who buys Frappuccino three times a week. Undoubtedly, this new kind of coffee had bringing values to British. The products' influences of high value has created a different Coffee company.

For the price, Starbucks' products are always in a high average price level. According to the price table in Starbucks Coffee(2017), wherever Starbucks store is, pricing their products in a higher amount than other same industries. The average cost level in Starbucks store is GBP 3.5. For example, in Swansea, Starbucks and Costa are neighbourhood. The price of Costa(2017) shows average cost level at GPB 2.5. 

In Chinese market, Starbucks was the first coffee store pricing in average cost for RMB 33(Starbuck China 2017). To compare with Costa ( Costa China 2017 shows average cost at RMB 25). 

The Business Insider UK(2017) reports that price is only USD 2.5 in US. It is also remain a higher price than other coffee manufactures like Blue bottle and Nestle. By contrast, the competitor Blue Bottle Coffee price, pricing at USD 1.5( detected from on website Menu With Price,2017). The Menu with Price(2017) also illustrates some stores of Starbucks which are all the high price.

Those evidence are showing the high price in the Starbucks' strategy of Differentiation, and a highly identified Starbucks.

In order to offer better values to customers, Starbucks' manager has taken lost of actions. For example, Starbucks corporation(2017) shows that Starbucks had its farmland of coffee beans. To be specific, Starbucks has not any problem about product, because it is its supplier stably. That ensured Starbucks can offer safe and special products in competitive markets.

[bookmark: _Toc498444393]2.2.1.2 Differentiation services
Excepted incredible products, Starbucks also focus on the development of its related academic environment's services. In order to create more value to customers, Starbucks has established a different brand culture of academic environment and some related services. With the high price of products, Starbucks has enough budget to run it. Nowadays, Starbucks is still famous as a coffee store of academic environment as the image illustrates below-image 1.3. Thus, Starbucks' manager think that they improve the technology of network. 

In Starbucks, People can enjoy high quality computer order services and wireless network. Starbucks (2017) guarantees on the home page, there are no serious problems when customers use the computer for ordering or use laptop working in Starbucks store. Because Starbucks have inputted a large amount of capital in the network area. For example, Starbucks corporation(2017) announced that there were no situation like stuck in the network when customers was working or studying busily. Eric, Friedman, Parkes and David, C.(2003) issued the professional report provide that Starbucks speeds a great number of capital in improving the quality of Wi-Fi every year, ensuring customers has a comfortable experience in Starbucks store.
[image: ]
image1.3- The academic Starbuck Coffee Store(Starbuck Coffee, about us, 2017)

For the retailers, Mcknight and Jenna(2012) records, Starbucks has cooperation with various of famous restaurants, supermarkets, airports and stations. For the customers, they can buy products or services of Starbucks easily within the world. Added to the environment, Starbucks can make differentiation Successfully.

Those actions are wildly used in the world for making differentiation. 

[bookmark: _Toc498444394]2.2.1.3 Focused Differentiation
In some market, organisation will used focused differentiation that has priced higher for create more values to customers when they researched a potential market. Chinese market is one of the potential market for Starbucks.
As Starbucks corporation China(2017) reported, the first time Frappuccino came into Chinese market favoured by almost two third younger generations. But, other parts of younger generations does not like it, until Starbucks changed its strategy to Focused Differentiation. In order to gain more market share in China, Starbucks do lots of researches with questionnaires and interviews. Then, Starbucks has issued some new products for Chinese market. The Tea Frappuccino is an evidence in image .( detected from Starbucks China,2017) Currently, some of older generations has been attracted by the new product. In this case, Starbucks has priced higher price than other market that be mentioned in the part of Differentiation. So, Starbucks had enough time to research the Chinese taste and became popular in China. But it is not the main strategy of Starbucks' competitive position.

[image: ]
image1.4-Tea Frappuccino(Starbucks China,2017)


[bookmark: _Toc498283350][bookmark: _Toc498444395]2.3 Evaluation of Starbucks 

[bookmark: _Toc498283351][bookmark: _Toc498444396]2.3.1  Advantages of Differentiation zone
[bookmark: _Toc498444397]2.3.1.1 The outstanding abilities in creating profits
According to the analyses in products' differentiation, Starbucks use differentiation strategy in innovative products for several years. As Saibal (2011) proves, the differentiation strategy of innovation can bring the great amount of profits. To be more specific, Starbucks have received a large number of margin with the lists of Frappuccino. According to the introduction of Starbucks Coffee, Starbucks Coffee reported revenues at USD 21,315.9. In the page of Starbucks Coffee(2016), it illustrates that the revenue of Frappuccino amount at over 40% of annual incomes. Therefore, Frappuccino have putted Starbucks into a competitive position with outstanding profiting ability.

[bookmark: _Toc498444398]2.3.1.2 The advantage of production
The differentiation strategy helps the organisation to gain the advantages in creating products. (Chernev, 2014) Specifically, it is faster production than competitors. In production, Starbucks have a great number of stores. The main production is that staffs use the coffee machines to create coffee to customers. As the part of services' differentiation shows, Starbucks have the high quality in computer ordering, which means staffs can produce coffee for customers swiftly and efficiently. Starbucks China (2017) shows an questionnaire on customers' page, the customers, who thinks Starbucks as a efficient store, occupied at about 77% of total proportion. As a result, Starbucks have such an advantage of competition.
[bookmark: _Toc498283352][bookmark: _Toc498444399]2.3.2 Limitations of Differentiation zone
[bookmark: _Toc498444400]2.3.2.1 Limitations of resources
Andersen (2003) point that differentiation strategy will lead an organisation obstructed by competitors in resources. Starbucks is in this dilemma situation with its distinguished products. From the information above, the excellent products are stemmed from its farmland which means Starbucks is difficult to get other good ingredients from its competitor. For the channel resources, some competitors also have obstructed Starbucks in world markets. In US, the competitors of Starbucks, Nestle and Blue Bottle Coffee, had a deal in US market, reported by MENA report(2017). Undoubtedly, The premier organisation will be limited by its advantages.

[bookmark: _Toc498444401]2.3.2.2 The New rival divides the market
Liu (2012) illustrates that the products of differentiation and focused differentiation strategy cannot avoid the imitators, and new rivals will entrance in the existing market for dividing this market. Because, they also want to get the market share for themselves development. But, the market of focused differentiation strategy have more risks. Chinese market is an typical market at where Starbucks used focus differentiation strategy. Costa have cooperated with famous restaurants, stations ,cinemas and other retailers. (Costa China, 2017) It is later than Starbucks to entrance the Chinese market, but it almost divides half of the market from Starbucks. 







[bookmark: _Toc498283353][bookmark: _Toc498444402]3.0 Conclusion
In conclusion, Starbucks is a potential company in competitive position. As the analysis of strategy clock, Starbucks Corporation chooses the strategy of Differentiation zone in the world. They have received competitive advantages from their actions of high price and high value.

The strategies in Differentiation zone of Starbuck Coffee are differentiation in products and differentiation in services, which means Starbucks did better than other competitors. It also have employed the focused differentiation in some aim markets.

Strategies of differentiation zone are critical, they bring great profiting ability and better production for Starbucks. They also bring some limitations for Starbucks, the limitations of resources and new rivals who have conflicted the aim markets.

























[bookmark: _Toc498283354][bookmark: _Toc498444403]4.0 Recommendation
5. Starbucks should control its cost basing in its profiting ability.
6. Starbucks should train the staff's skill in order to get better imagination for its excellent production.
7. Starbucks should find a co-operator for its dilemma situation of resources' Limitation for ingredients or channels.
8. To develop more markets in the world to prevent new rivals and to make stable competitive position.
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