1 Introduction
1.1 Introduction of Starbucks
Starbucks Corporation, an American company founded in 1971 in Seattle, WA, is a premier roaster, marketer and retailer of specialty coffee around world. Starbucks has about 182,000 employees across 19,767 company  operated & licensed stores in 62 countries. Their product mix includes roasted and handcrafted high quality/premium priced coffees, tea, a variety of fresh food items and other beverages. They also sell a variety of  coffee and tea products and license their trademarks through other channels such as licensed stores, grocery and  national food service accounts.Starbucks also markets its products mix with other brand names within its  portfolio of companies, which include Teavana, Tazo, Seattle’s Best Coffee, Starbucks VIA, Starbucks Refreshers, Evolution Fresh, La Boulange and Verismo. Starbucks had total revenue of $14.89 billion as of September 29th  , 2013.21.2Background of the Starbucks
1.2.1 The road to growth of Starbucks
In the world, Starbucks is the only one store all over the four continents of the world brand of coffee. Starbucks has evolved from a small cafe into the world's most famous coffee chain brand, which has undergone many successful changes. In 1971, three people, Giro Powe, Gordon Bowker and Jeff Sig, opened the first coffee and spice store in Seattle, named Starbucks Corp. In 1982, Howard Schulz joined Starbucks. During his trip to Italy, he was inspired by some famous Italian cafes in Milan. He realized that the cafe not only prospered, but also brought deep culture to the consumers. In 1986, he spent 4 million dollars to restructure Starbucks, promoted the transformation of Starbucks to Italian Cafe, and completely managed Starbucks with its own ideas. For 20 years, Starbucks first opened chains in other parts of the United States, and then went all over the world. After that, Starbucks took the lead in offering the right to buy and sell shares of the company to its part time employees and became publicly traded enterprises. Today, Starbucks Corp has opened more than 12000 chain stores in 35 countries. Starbucks was successful on the surface of it is amazing coffee, considerate service and romantic and warm environment, and it is essentially used these elements to consumers the brand core value to the customer that Starbucks, unforgettable experience.
1.2.2 The core value of Starbucks
(1) experiential marketing. The core brand value Starbucks is "Starbucks sold not coffee, but people's experience on coffee". Starbucks makes full use of the "experience" as the winning marketing tool. Because coffee consumption is largely an emotional and cultural level of consumption, and for coffee shops, the most important thing is to use environmental culture to infect customers. Experiencing this concept was first proposed by Joseph Pine and James Gilmore, who believed that experience refers to people who spend a period of time in a personalized way and acquire a series of recalled events in the process. Starbucks is the use of life, emotion and attention to change the experience generated to create its brand core value.   
(2) one to one personalized service. Based on experience, Starbucks exchanges with customers not only in the field of sales environment, customer service in service, there are some customers and social activities, and through specific details will experience the most incisive play. Starbucks is one to one service, consumers as the protagonist, so that consumers get a completely personalized experience. This requires businesses not only to pay attention to the practical value of the product itself, but also to pay attention to the connotation of the extended goods, so as to better enhance customer value, promote product sales. At this point, prices often no longer occupy the first place for people. The feeling that comes from products or services becomes more attractive to consumers. It is based on experience that Starbucks has created its core value.
1.3 Objective 
This report will:
Identify the strategy adopted by Starbucks.
Analyse how Starbucks achieved the strategy.
Critically evaluate the strategy used by Starbucks.
Offer recommendations based on the findings so Starbucks can improve their performance.
1.4 Competitive advantage
 The definition of competitive advantage Porter 's strategy is a business in which certain aspects than other similar enterprises can bring profits and benefits more advantage, also is to use low cost high profits, large companies should strive to maintain its competitive advantage, small companies should strive for greater competitive advantage. The competitive advantage and can be divided into three parts:
(1) the cost advantage: cost advantage is to get high profit with low cost, if you can get the advantage of cost can be low cost advantages in the industry, so as to get more profits and get more customers.
(2) focus on advantages: enterprises achieve the goal of centralized development of the market in the development and customer groups, rather than the development of individuals.
(3) the difference advantage: if an enterprise has different advantages, will become the industry big boss, and has an unshakable position in the industry, has become the preferred choice of customers.
1.5 Porter’s Generic Strategies.
If the primary determinant of a firm's profitability is the attractiveness of the industry in which it operates, an important secondary determinant is its position within that industry. Even though an industry may have below-average profitability, a firm that is optimally positioned can generate superior returns. 
A firm positions itself by leveraging its strengths. Michael Porter has argued that a firm's strengths 
ultimately fall into one of two headings: cost advantage and differentiation. By applying these strengths in either a broad or narrow scope, three generic strategies result: cost leadership, differentiation, and focus. These strategies are applied at the business unit level. They are called generic strategies because they are not firm or industry dependent. 
1.6 Business Level Strategy.
There are four generic strategies that are used to help organizations establish a competitive advantage over industry rivals. Firms may also choose to compete across a broad market or a focused market. We also briefly discuss a fifth business level strategy called an integrated strategy.
Cost Leadership
Differentiation
Focused Low Cost
Focused Differentiation
Using an Integrated Low-Cost/Differentiation Strategy



2. Main finding
2.1 Differentiation strategy
[bookmark: _GoBack]2.1.1 It refers to A strategy employed by businesses to increase the perceived value of their brand or products as a way to entice buyers to choose their products over similar products offered by their competitors. Differentiation can be achieved through competitive pricing, enhancements to functional design or features, distribution timing, expanded distribution channels, distributor location, brand reputation, product customization, and enhanced customer support .
2.1.2 "Starbucks experience" is the core of Schultz's alchemy. With it, the coffee is an ordinary consumer goods, suddenly worth a lot of money, ordinary coffee shops have become white-collar workers flocking to the "third space"". From the management point of view, the early implementation of Starbucks is a differentiation strategy. Difference was Starbucks's competitive weapon. By providing differentiated products and services in the coffee beverage industry, Starbucks Corp has gained a much higher profit margin than ordinary coffee shops. But differentiation strategy also has risks. This mainly includes: customer purchase not only depends on the degree of product differentiation, but also depends on the relative level of purchasing power, and the impact of the economic environment, when the influence of large enough to make customers no longer willing to pay more for the experience, enterprise will face the risk of. There is no doubt that the impact of the financial crisis on Starbucks traffic is very direct and obvious. Once into the price war, not only differentiated survival unsustainable, its brand will also face the risk of being popular, and this in turn will affect Schultz repeatedly stressed Starbucks experience.
2.2 Differentiation of talents
Starbucks is unique, so it has a unique business charm. Implementing differentiated companies usually requires strong marketing skills, technological innovation capabilities and the reputation of the leader. The difference of the star Bayon make it attractive, but also reduces the competition with competitors. Starbucks's most successful place is to attach great importance to talent, talent is the soul of enterprise management. Because Starbucks recruited a lot of excellent management personnel and management personnel. As Singh Barker Schulz thinks, CEOs should hire people smarter than themselves, and let them go their own way". If the enterprise is full of incompetent people, then the enterprise can not survive and develop. With excellent talents, and let these talents to manage and operate the enterprise, is the baking enterprise lasting success magic weapon.
2.3 Social differentiation
Starbucks particularly emphasizes its cultural taste, Starbucks brand represents the requirements of the customer, he is not an ordinary public brand, but a social status, higher income, have a certain emotional appeal of the crowd. Therefore, the access to Starbucks also gives people the status of identity. Meet the customer's social needs and experience. Starbucks generally choose in the flow of people, advanced shopping malls, office buildings and other areas. Starbucks is also a fashion icon. Starbucks has a special practice, there are many things in the store packaging is as small as exquisite gifts, from cups, coasters, coffee pots of patterns and packaging, are very delicate, jade, many customers will take these as souvenirs home. And the European and American classical music background plus fashionable magazine, give the customer a very fashionable feeling. Let coffee become a kind of life experience, make coffee people feel very fashionable.
2.4Cultural difference
Firstly, Starbucks takes the global high coffee culture as the standard to produce high standard coffee, and establishes the quality and taste standardization. From the system and process, to ensure that every cup of coffee to achieve the perfect standard.
Secondly, as a cultural consumer sites, Starbucks starting from the customer, according to the consumption habits of consumers to choose the appropriate address, construct a cultural experience to meet consumer sites. Starbucks has a very important slogan: "turn Starbucks into the second living room for customers."
Thirdly, Starbucks from the value goal , hope every one of the brand image, each store presents a unique style, also can according to the difference of each country local culture into the Starbucks store, the more popular. And Starbucks also pays great attention to employee's appearance, which is also a very important point.
Finally, Starbucks in brand management, the brand and consumer life together, put forward to make Starbucks become the daily living of the second living room, making Starbucks coffee become an important part of people's cultural life.
2.5 Advantage of differentiation strategy
 (1) flexible choice of business model: Starbucks is good at flexible investment and cooperation mode according to different market situations around the world. In China business model from entering the market Chinese initially take joint ventures and franchise franchise mode to avoid market risks to the domestic market now with a good road, consumer groups gradually stabilized, in order to better control the service quality of Starbucks, greater profits, and halt the franchise, recovery of equity, turned direct business. 
(2) brand advantage: make full use of the experience of "third living space" style. In the center of consumer demands from product to service, from the service to the experience in the era, Starbucks successfully created a to create the "Starbucks experience" for the characteristics of the "coffee religion", different from the general Starbucks coffee shop is endowed with a cup of coffee, rich experience and deeper cultural connotation. The lighting design of quite interesting shop, coffee tables and chairs, personalized decoration, beautiful melodies, to create a warm mood, smell the air was filled with the aroma of coffee, then taste the same elegant and many kinds of coffee and pastries, consumers in Starbucks, always have a unique feeling.
 (3) coffee technology advantage: Starbucks always pursues excellence in quality, and insists on providing high quality products to customers. In order to let all the people who love Starbucks can enjoy the pure coffee, Starbucks for raw materials is very picky and demanding, whether it is coffee beans, roasted, or the last transport prepared to get the coffee to the customer at the moment, everything must comply with the most stringent standards. In addition, Starbucks has espresso-coffee hot drinks and many more than 30 Handmade, coffee variety, both taste, also have instant; both the taste of Italy, also have Latin American tastes, can cater to different tastes of consumers. 
(4) R & D and innovation of new products: Starbucks in front of innovation has been in the coffee shop chain, from the great success of Kabuch Nor, Frappuccino, coffee beer and other new ideas, to invest heavily in R & D of espresso extraction technology successfully, it shows that Starbucks has a great advantage in innovation. Seek a natural integration between Starbucks internationalization and localization in March 2010, Starbucks will be the one and only "Starbucks experience" and further extended to the China consumer favorite tea drinks, launched the Chinese tea and exotic tea two categories a total of 9 tea products, contains abundant experience on Starbucks in the global tea. 
(5) detailed and thoughtful customer service: Starbucks knows each customer is the most direct to consumers, should strive to become regulars, so Starbucks to the clerk for the depth of the training, so that each employee have become experts on coffee. In the customer sipping coffee at the same time, can carry out deep interaction and discussion about coffee shop, with all kinds of knowledge. In the service process, Starbucks implements a "customized" "one to one" service, truly sincere consideration for customers. 
(6) store location advantage: fully occupy favorable business circle. For the coffee retail industry, a good location is an important factor in the success of the shop, in the Starbucks store location is basically in downtown or downtown crowded roads, to allow customers to find Starbucks whenever and wherever possible. At the same time, also broke a number of meters can not repeat shop business routine, a centralized area will open more stores, more intensive space makes difficult for competitors to intervene, to better cope with the competition.
2.6 Disadvantage of differentiation strategy
(1) the efficiency of the organizational structure is not enough: it is a challenge for any enterprise to manage the many stores in China with uniform and efficient management. What's more, Starbucks gradually unified and integrated the Chinese market by gradually acquiring the original agents. At present, Starbucks still does not realize the 100% stake control of Chinese stores, but mastered the operation and management rights in most areas of china. It is conceivable that, in different regions, in face of different partners, in coordination and unified management, Starbucks need to pay extra efforts, carefully adjust the development strategy.
 (2) supply chain management pressure: change the original supplier and transportation management, instead of Starbucks unified logistics center management, which is a huge challenge to Starbucks logistics center. The challenge is not only reflected in the efficiency, accuracy and professionalism of group management, but also from the integration pressure of different inventory management methods in different markets. 
(3) the pressure of the capital chain management: for the location of Starbucks located in the golden section, the speed of fast opening will inevitably affect the capital chain of Starbucks, thereby further affecting the company's cost control and financial decisions. In addition, in recent years, with the development of China's economy, the rental price of commercial real estate still has a big upward pressure, which will give Starbucks future profit space caused greater risk and uncertainty. 
(4) experience desalination, service level decline: rapid expansion of the scale and Starbucks did not bring performance and brand synchronization promotion, but the crisis and its healthy development. At the same time, Starbucks expands its service process in order to obtain the scale effect and achieve its financial goals, and the flow chart is used to complete its service process, leading to the core Starbucks experience desalination and service level reduction.

3.Conclusion
Starbucks is the name of a chain of American coffee company was founded in 1971, is the world's largest coffee shop chain, is the world's leading specialty coffee retailer. Starbucks uses the differentiation strategy has many advantages and disadvantages. For example: first of all, most people know Starbucks, and put it together and high-end coffee contact. Also, people see Starbucks as the biggest and best companies. Because Starbucks will naturally get some unknown competitors, and let the customer think Starbucks is a high-end product quality and rich experience in the company. The number of stores Starbucks huge so that he can more close to the local market and the international market. This can let him through a huge number of customers to promote his new products faster. Finally, the success of Starbucks on popular coffee products from the viewpoint of cheap consumer goods changed to luxury, because this makes product prices become more logical than before. Starbucks purpose is to put into their own shops in addition to home and corporate network to provide free and comfortable seats "living room second".However,the disadvantage is: First, the efficiency of organizational structure is not enough: at present, Starbucks still did not realize the Chinese stores 100% of the equity control, only mastered the most parts of China operational management of second supply chain management: the pressure to change the original supplier and transportation management, the logistics center of Starbucks unified management, this is a huge challenge for Starbucks logistics center. Third, the management of capital chain pressure: for the site located in the golden area of Starbucks, shop too fast will affect Starbucks capital chain, which will further affect the cost control and the financial decision-making of the company. Finally, experience desalination, service level decline: rapid expansion of the scale and did not bring Starbucks synchronous performance and brand promotion, but the danger and its healthy development.
4.Recommendations
Recently, the fierce competition has entered a state of white hot. Some companies have developed coffee products that rival Starbucks. Some such as Peet 's and the Coffee Bean company has developed enough and the size of Starbucks on an equal footing. Other companies, such as McDonald's, Burger King, Donnez and so on, has in some places with the development of their foundation, and joined with Starbucks comparable quality coffee in their menu. Another potential threat is that coffee is just a fashion, and one day people will get tired of it. If that's true, Starbucks can only hope to diversify his industry and get a trace of safety in the coffee market. Because of the special nature of the coffee industry, Starbucks is very dependent on the existing supply factors, such as the price of coffee beans, if the price of raw materials, Starbucks is very striking. So I think Starbucks should adopt a product line contraction strategy, turn off unprofitable or unprofitable stores and look for lower price suppliers. And you should find new elements that make customers have feeling of freshness.
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6.Executive Summary
6.1 This report will：
Identify the strategy adopted by Starbucks.
Analyse how Starbucks achieved the strategy.
Critically evaluate the strategy used by Starbucks.
Offer recommendations based on the findings so Starbucks can improve their performance.

6.2 Resume background information
Firstly,this report introduces the background, history, service and staff of Starbucks.
Secondly,it introduces the Business Level Strategy and Porter’s Generic Strategies.
Finally,this report mainly introduces the differentiation strategy of Starbucks.

6.3 Advantage of Starbucks
The flexible choice of business model, brand advantage, coffee technology advantage, new product R & D and innovation, meticulous and considerate customer service, store position of advantage.

6.4 Disadvantage of Starbucks
The efficiency of the organizational structure is not enough, the management pressure of the supply chain, the pressure of the capital chain management, experience desalination, service level decline.

6.5 Recommendations
Combined with the disadvantages of Starbucks and the threat of environment, Starbucks should implement product line contraction strategy, turn off unprofitable or loss shops and find lower price suppliers. Based on the above comprehensive analysis and discrimination selection, we can get the Starbucks's market strategy: market share expansion strategy, brand extension strategy, differentiation strategy, brand crisis reversal strategy, public relations strategy, concentric diversification strategy.



  



