Dummy Report for Strategic Management Assignment 1 2017 – Starbucks

[image: 下载.png]

OCTOBER 2017

Name Shuai Zheng 
P number :1702296
Module: Strategic Management and Sustainability
Assessment Title:Starbucks
Module Code: M3X9111
Lecturer: Gareth Hughes
Assignment NO. : 1 of 1
[image: 下载 (1).png]                                                          Shuai Zheng 1702296

	
Catalog
	3
	5
	5
	5
	6
	6
	6
	6
	6
	6
	7
	8
	8
	8
	9
	10
	10
	10
	11
	11
	11
	12
	13
	14










[bookmark: _Toc11461][bookmark: _Toc14880][bookmark: _Toc7720][bookmark: _Toc7116][bookmark: _Toc496043657][bookmark: _Toc7219]eXECUTIVE sUMMARY
This report will:
1. Determine the competitive strategy of Starbucks and analyze the benefits of Starbucks in the competition and explain the actions taken to complete the strategy.
2. Judging from a critical perspective Starbucks competitive position in the competitive strategy used in the competition, given the advantages and disadvantages.
3. For Starbucks company to provide relevant recommendations and future development proposals.
Starbucks implemented a differentiated strategy in the Porter general strategy to gain competitive advantage in the following areas:
* Brand recognition and brand awareness
*Product differentiation
* Research and development

Advantages of differentiation strategy:
Brand loyalty - Starbucks has attracted a large number of old customers with high quality service concept and diversified products.
An Irreplaceable Idea - The success of Starbucks 'brand strategy allows customers to choose a brand that increases Starbucks' revenue and competitive advantage.
Disadvantages of the differentiation strategy:
Imitation - a good strategy is the easiest to imitate. When the dominant shape is indistinguishable, it may be plagiarized.
Product line instability, according to Starbucks differentiation strategy analysis, Starbucks invested a lot of manpower and financial resources to create new products and produce many products (Starbucks, 2017). This practice can lead to a lack of brand loyalty in the Starbucks coffee market.
Finally, in response to the shortcomings of the differentiation strategy, Starbucks has provided some suggestions.
﹡ Maintaining a differentiated strategy to improve product and service quality, gaining competitive advantage and customer loyalty.
﹡Take steps to protect unique products and services and avoid imitation, such as applying for patents.
﹡Shrinking the battlefield, with scarce brand build; Starbucks should reshape its competitive edge, shrink front, retreated to base areas, slowing the pace of newly opened stores, shutting down poor performance of existing stores, concentrate on improving the store operating conditions.
﹡Continue to improve service competitiveness; Starbucks should continue to focus on internal employee satisfaction and staff training, because only satisfied employees can really create a satisfactory experience.
















[bookmark: _Toc29171][bookmark: _Toc14824][bookmark: _Toc20676][bookmark: _Toc5262][bookmark: _Toc20843][bookmark: _Toc13166]1. Introduction
[bookmark: _Toc5810][bookmark: _Toc25404][bookmark: _Toc28258][bookmark: _Toc7063][bookmark: _Toc1318][bookmark: _Toc19802]1.1 background to Starbucks
The background of Starbucks opened its first store in 1971 and started its coffee business in Parker Park, Seattle, USA. Subsequently, in 1922 Starbucks Corporation in order to broaden the development, decided to NASDAQ in New York. To date, Starbucks already has more than 22,000 stores and more than 200,000 partners (employees) (Starbucks website, 2016)
Starbucks decided to open its China market in 1999 and opened its first storefront facade in Beijing, China.In 2011, Starbucks celebrated the forty year history of coffee in the world and announced the launch of a brand new brand that highlighted the mermaid logo. A community service campaign called "global service month" was launched. Officially launched the VIA and the star killer card. Asia Pacific R &amp; D center has been set up in Shanghai.VIA generally sold in Starbucks, this coffee, if you add water, it becomes black coffee, if you add milk directly, you can become a latte(Anonymous. 2012)
[bookmark: _Toc20706][bookmark: _Toc5803][bookmark: _Toc4846][bookmark: _Toc4523][bookmark: _Toc13485][bookmark: _Toc14018]1.2 report objectives
This report will:
1. Determine the competitive strategy of Starbucks and analyze the benefits of Starbucks in the competition and explain the actions taken to complete the strategy.
2. Judging from a critical perspective Starbucks competitive position in the competitive strategy used in the competition, given the advantages and disadvantages.
3. For Starbucks company to provide relevant recommendations and future development proposals.
[bookmark: _Toc27745][bookmark: _Toc24236][bookmark: _Toc9330][bookmark: _Toc32492][bookmark: _Toc12947][bookmark: _Toc20409]1.3 differentiation strategy
Differentiation strategy refers to the company's products, services, concepts and other companies are not the same, this difference can help companies gain the advantage in the fierce competition. Differentiation strategy is characterized by uniqueness, when the company's products or services have a unique, which will help companies gain more competitive advantage. Among them, there are many different differentiation strategies, such as product differentiation, service differentiation, image differentiation. (Beard 1981).
Therefore, the differentiation strategy can help companies achieve better performance and gain a competitive advantage.
[bookmark: _Toc3286][bookmark: _Toc6940][bookmark: _Toc12120]1.4 competitive advantage
Competitive advantage is a special way that organizations can benefit more from their markets than their competitors. The competitive advantage can be divided into two parts. The first part is performance. The difference in cost can be seen on the above average financial performance and the difference in the cost of return. The other part of the competitive advantage is the leading cost differentiation, market positioning and technology.
Marketing, products, original and leading technologies can help businesses create competitive advantage from the right strategy.
[bookmark: _Toc10227][bookmark: _Toc17790][bookmark: _Toc23989]1.5 business level strategy
At the enterprise level, in explaining the change of corporate profitability, at the enterprise level, the changes of the strategies and business levels, among which the variables are explained in the regression model, explain the two strategies of the changes in the corporate profits. (Beard 1981).
strategy distributes to three levels:
[bookmark: _Toc17570]1. Corporate-level strategy
[bookmark: _Toc23610]2. Business-level strategy
[bookmark: _Toc2311]3. Operational strategies
business level strategy is hungry for the enterprise to bring more competitive advantage.

[bookmark: _Toc9897][bookmark: _Toc27375][bookmark: _Toc28757][bookmark: _Toc2768][bookmark: _Toc11293][bookmark: _Toc24019]1.6 Porter’s generic strategies
Porter's strategy is divided into three parts. Leadership, to get the maximum profit with the lowest cost. Differentiate, focus on service and product diversification. Focus on providing customers with a variety of quality products and quality service experience.
It is worth discussing that Porter (1980) pointed out that an organization should only use one strategy because the strategy's focus is very difficult if an organization implements both strategies at the same time. There is no way to find a compromise that meets both strategies.
For example, if a company focuses on differentiation, it will be hard to realize the cost reduction because it takes a lot of time and manpower to develop new products or services. The report will discuss the competitive advantage gained by the strategy taken by Starbucks.














[bookmark: _Toc27240][bookmark: _Toc14129][bookmark: _Toc22104][bookmark: _Toc14279][bookmark: _Toc13518][bookmark: _Toc27658]2.main findings
[bookmark: _Toc6359][bookmark: _Toc4293][bookmark: _Toc3895]Starbucks, one of the largest coffee markets and marketers in the world, is undoubtedly a successful business. Starbucks applied a differentiation strategy by 2009 with great success and a large number of competitors. In 2011, Starbucks embarked on a strategy of diversification as the most powerful weapon in its response to the challenge, while retaining its differentiation strategy. Starbucks installed its own personal CD at a coffee shop in the United States and devised a cross-sectoral development of the food and film industries. Starbucks's strategy is diversified by the introduction of a large number of customers through its diverse products and services, membership systems and branded assets, all of which give Starbucks a competitive advantage.
[bookmark: _Toc11586][bookmark: _Toc9693][bookmark: _Toc260]2.1  Differentiation Strategy
[bookmark: _Toc27988][bookmark: _Toc29359][bookmark: _Toc23487][bookmark: _Toc12021]Differentiation strategy refers to the company's products, services, concepts and other companies are not the same, this difference can help companies gain the advantage in the fierce competition. Differentiation strategy is characterized by uniqueness, when the company's products or services have a unique, which will help companies gain more competitive advantage. Among them, there are many different differentiation strategies, such as product differentiation, service differentiation, image differentiation. (Beard 1981).
Therefore, the differentiation strategy can help companies achieve better performance and gain a competitive advantage.
[bookmark: _Toc4836]2.2 Starbucks Differentiation Strategy
Starbucks products feature, work performance, style and design and other company's products are very different, mermaid's logo will also allow customers to remember. At the same time, Starbucks employees have affinity and have received professional training. These can establish customer loyalty. However, in 2009, the global economic downturn, declining demand and fierce bidding brought disastrous situation to the entire industry.As a result, major coffee companies are facing bankruptcy due to the crisis of 2009, and Starbucks has risen sharply from the more stringent industry regulations than any other company.
This is because Starbucks has embarked on a challenge that has changed its strategic model and implemented diversified strategies to stimulate sales in a short period of time. Also set a good brand, with high-quality products and improve its services, has attracted many loyal customers.
[bookmark: _Toc29089][bookmark: _Toc23940][bookmark: _Toc13607]2.2.1 Branding
Kieran (Kialan, 2016) argues that a brand is the soul of a business and that a brand image represents the company's image of its products and services.
Starbucks brand promotion strategy is to find strategic partners, partners and the alliance in the development and promotion of brand and expand marketing network. To a certain extent, the brand is more important than the product or service. Because for a business, to customers the most impressive brand.
[bookmark: _Toc4099][bookmark: _Toc16584][bookmark: _Toc30254][bookmark: _Toc19544][bookmark: _Toc31687]2.2.1.2 brand identity
[bookmark: _Toc6637]The most effective way to make your brand unique early is through quality and service, but the quickest way is to get it through a catchy sign and keep it in mind. For example, Starbucks is a green mermaid.However, Starbucks has yet to spend a penny on advertising Starbucks operators said: "Our shop is the best advertising" From this we can see that the company through the most practical way to improve brand efficiency and raise standards Service levels, has attracted a large number of customers. These ways greatly enhance the competitive advantage of Starbucks.
2.2.2 product Diversification and Differentiation
Differentiation strategy is characterized by the unique nature of this strategy to implement more differentiated strategies: the uniqueness of the service, the unique design of the storefront, the design of brand image, customer service, business network and so unique.
Among them, Starbucks set up a brand image, and has a unique coffee, in the United States, Starbucks occupy the bright market. At the same time, Starbucks has high quality service features. This strategy has led to a large number of customers
Rumeumelt (1974) points out that the strategy of diversification is a strategy that is manifested through a combination of limited, multi-dimensional strengths, skills or goals, and new ways of engaging the original activity. The essence of diversification is to expand into new areas and emphasize cultivating new competitive advantages and strengthening existing areas
After the recession, Starbucks hopes to dominate the larger U.S. market through brand influence. So launched the VIA, and became a sales assistant outside the chain bag kafa. At the end of 2011, Starbucks acquired Evolution Fresh and began selling food products such as fresh fruit and vegetable juices, followed by the launch of the premium fruit juice market. In June 2012, it acquired baking bakery chain Bread Bay, began selling oats, steak sandwiches and organic cakes and other food. Starbucks this transition brought a huge profit.
[bookmark: _Toc10537][bookmark: _Toc12915]2.2.3 Research and Development
Flexible use of new technologies to improve technology, products and services.For example, Starbucks introduced its own application, customers can easily use the phone to buy goods and pay. Significant savings in customer time. Secondly, each cafe has a wireless network function, to facilitate customers online, improve service quality and environment.
[bookmark: _Toc10371][bookmark: _Toc252][bookmark: _Toc13418][bookmark: _Toc9596][bookmark: _Toc19386][bookmark: _Toc29387]2.3 Advantages of a Differentiation Strategy
[bookmark: _Toc576][bookmark: _Toc18974][bookmark: _Toc12831][bookmark: _Toc14885][bookmark: _Toc19460][bookmark: _Toc4396]2.3.1 Brand Loyalty
First, brand loyalty is not a repeat purchase by customers. (Bloemer, 1995).Brand loyalty means that when a customer buys a product, he / she only buys the product and does not try another brand. This means that customers have a sense of dependence on this brand of products.
Starbucks In order to be able to reflect the unique products and services, Starbucks store tables and stools are free to move, you can create a relaxed environment for customers. At the same time, there are WIFI, so that customers can carry out entertainment activities. In addition, Starbucks also offers bread products, providing Google with a comfortable food service. Starbucks has provided brand loyalty, more profits.
[bookmark: _Toc10224][bookmark: _Toc12532][bookmark: _Toc22502][bookmark: _Toc2076][bookmark: _Toc6483][bookmark: _Toc8815]2.3.2 Perception of No Substitute
[bookmark: _Toc5781][bookmark: _Toc28602][bookmark: _Toc26171][bookmark: _Toc13629][bookmark: _Toc25581]If a company has brand loyalty. This means that customers have a sense of dependence on this product, resulting in customers will only find this one brand of products. The result is a stable source of customers and more revenue and market share for the company.
[bookmark: _Toc1379]2.4 Disadvantages of a Differentiation Strategy
[bookmark: _Toc14617][bookmark: _Toc24097][bookmark: _Toc26401][bookmark: _Toc2878][bookmark: _Toc6404][bookmark: _Toc17535]2.4.1 Imitation
Good strategy is the easiest to imitate. When the dominant shape is not differentiated, it is possible to be plagiarized. For example, Xuancheng, Costa Rica, they also own food such as WIFI and bakery cakes. (Costa Website 2005) Good things are sure to be learned. So when the characteristics are not unique, this amount of competitive advantage will disappear.
Imitation will lead to more competition, but this will be meaningless. Decline in market share, income reduction, etc. will affect the competitive advantage of enterprises.
In order to protect this competitive advantage, companies can extend their differentiated features by selectively applying for patent protection for their products.
[bookmark: _Toc2487][bookmark: _Toc25978][bookmark: _Toc30894][bookmark: _Toc7214][bookmark: _Toc15863][bookmark: _Toc2739]2.4.2 Unstable product line
According to an analysis of Starbucks' differentiation strategy, Starbucks has invested a lot of manpower and money in creating new products and has produced many products (Starbucks, 2017). This approach will result in Starbucks lack of brand loyalty in the coffee market.
For example, Starbucks can not devote as much energy to coffee markets as other companies, which can lead to the taste and taste of coffee attracting customers. So this may be unacceptable habitual loss.






3. [bookmark: _Toc14263][bookmark: _Toc32632][bookmark: _Toc32697][bookmark: _Toc28451][bookmark: _Toc15153]Conclusion
All in all, Starbucks is taking a differentiated strategy and uses that strategy to gain a competitive advantage.
The benefits of a differentiation strategy can be given in the following ways:
Starbucks began to develop more new products, such as WIFI, VIA instant coffee, bread and other products, in order to increase the competitive advantage of enterprises, and even the oven delivery of food, which are good for customers Experience.
Starbucks spends a lot on employee benefits and training, leaving employees with little liquidity, which plays a key role in Starbucks' brand management.
Starbucks did not just make quality coffee in the early days but wanted to make a coffee experience shop. Use different store decoration style and unique service concept, to create a more comfortable atmosphere. Let customers have a dependency on Starbucks.
However, the difference is also flawed. With the rapid expansion of scale, Starbucks has adopted measures to reduce costs one after another. The design of storefronts, employee training and other aspects are also far behind.Due to the continuous expansion of scale, Starbucks did not bring too much performance and brand promotion, but endanger its healthy development. Under the pressure of survival, Starbucks had to store, cut redundant staff。









[bookmark: _Toc29973][bookmark: _Toc17500][bookmark: _Toc21928][bookmark: _Toc12216][bookmark: _Toc4157][bookmark: _Toc14171]4.Recommendations
﹡ Maintaining a differentiated strategy to improve product and service quality, gaining competitive advantage and customer loyalty.
﹡Take steps to protect unique products and services and avoid imitation, such as applying for patents.
﹡Starbucks should re-shape its competitive edge, slow down its expansion and focus on improving the physical store operations.
﹡Improve service quality, and enhance the quality of staff training, only with a satisfactory staff can produce early unique service experience.
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