















Executive Summary
This report is all about management strategy. A brief history of Starbucks.  What strategy Starbucks is using and how Starbucks is implementing this Strategy into its business. What are the advantages and disadvantages of this strategy and provide recommendation that how Starbucks can improve. The information for this report was collected from different sources such as books, online articles, academic journals and websites. This report states the important of choosing a strategy and if a company fails to choose a strategy what will happen to that company. This report also explains about the level of strategies and according that level of strategies where Starbucks sees itself. Competitive advantage is also the main part of this report. This report explains how it is important for a company or organisation to have a competitive advantage against its competitors. How Starbucks is charging a premium price to the customers.

Introduction
Starbucks is a one of world biggest coffee retail chain with stores all around the globe. Starbucks is an American brand. Starbucks first started with selling roasted whole bean coffee. Starbucks first store was at Seattle’s historic Pike Place Market in 1971. Starbucks growth was rapid. Starbucks does not only do coffee and coffee beans, Starbucks sell variety of different product in their stores such as Frappuccino, pastries, juices, snacks, coffee mugs and etc. Starbucks operates in more than 75 countries across Asia, North America, Latin America, Europe, Australia and few other countries as well (Starbucks Corporation, 2017). Starbucks chairman Howard Schultz adopted the idea of coffee making such as espresso on Howard first Italy visit. In 1993 Starbucks opened their first roasting plant, In 2010 Starbucks expands digital, offers for customers such as free Wi-Fi just to attract more customers (Starbucks, 2011). Starbucks is taking the full advantage of technology to give the best possible service to their customers such as Starbucks cards and online application. Starbucks customers can top-up their card online on app and use the card for the purchasing as well. Starbucks customers can even order their coffee on mobile application to avoid queue at store so that the customers can save more time.  The mission statement of Starbucks is “to inspire and nurture the human spirit- one person, one cup and one neighbourhood at a time” (starbucks, 2011).
Objectives 
.Identify the competitive strategy of Starbucks.
.How Starbucks implemented this Strategy.
.Critically evaluates the competitive strategy.
.How Starbucks differentiate with the competitors.
.Provide recommendation based on the research so that Starbucks can improve their performance.
Level of Strategies
It is really important for any organisation to identify then choose the right level of strategy to give the right direction to the business. The only difference between strategy and planning is long-term and short-time. The term strategy is use for the long-term decisions. There are three main types of strategies for any organisation depending on the size and strength of the organisation 1- Corporation strategy, 2-Business level strategy and 3- Operation strategies. Starbucks adopt a business level strategy.


Business Level Strategy
Business level lies in between of other two levels of strategies. Business level is based on single industry. Business level strategy only concerns about the positioning like how to maintain their position in market and competing with their rivals or competitors.  According to (Johnson 2008) the strategy is define as “strategy is the direction and scoop of an organisation over the long term, which achieves advantage in a changing environment through its configuration of resources and competences with the aim of fulfilling stakeholder expectations”(Gerry Johnson, 2008). The business level strategy is define as “how organisation will deploy its resources in a given or provided product or market area against its competitors (Nandakumar & O'Regan, 2010).The strategy level use by Starbucks is a business level strategy. The Business level strategy is the most powerful and strong predictor of the organisational phenomena (Nandakumar & O'Regan, 2010).

Competitive Advantage
The models and theory of competitive advantage was introduced by Michael porter in the 1980s. According to (Porter 2008) competitive advantage is a function or strategy of offering a comparable price value to the buyer more efficiently than their rivals or competitors (low cost) or providing good quality service or product to the customers at reasonable or comparable cost but in a unique ways that create more value to the buyers than Its competitors and command a premium price which is differentiation (	Porter, 2008). The main two factors of competitive advantage are differentiation and cost leadership (Henderson, 1986).
Porter’s Generic Strategies
Michael porter first introduced the competitive advantage theory in the 1980s. In which Porter explain how organisation can compete with the rivals.  According to Michael Porter there are three generic strategies for the organisation to have a competitive advantage against the rivals. These are 1- cost leadership, 2- differentiation and 3- is focus which can be divided into two separate categories such as cost focus and differentiation focus (Porter, 2004).
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Figure 1: source: 
Main Findings
Starbucks operates only in coffee business. Starbucks has specialized in growing fine coffee beans and then converting them into the form of coffee to reach their customers. Starbucks competitors or rivals are Costa, Cafe Nero, Pert A Manger and etc. Starbucks offers premium quality coffee. In 1983 Howard travelled to Milan where Howard was impressed with the espresso experience in Italy and later on Howard was able to convince the owner of Starbucks to try the new coffee experience (starbucks, 2011). With the help of local investors Howard bought the Starbucks. After that Starbucks never looked back and continues to grow day by day as an organisation.
It is very important for every organisation to adopt a strategy which enables the organisation to compete with their competitors. That is why it was essential for Starbucks first to identify the level of strategy which is ‘business level strategy’ and then it’s competitive advantage strategy from the Michael Porter’s generic strategy. Starbucks adopted differentiation strategy to compete with their competitors. The differentiation strategy is an enable organisation to charge premium price for the service or product an organisation can offer. The organisations which adopt differentiation strategy are tend to invest more on research and development and try to be more innovative (Valipour & Samira, 2012). Starbucks introduced coffee culture globally and attracted customers worldwide. The differentiation can be obtained by many dimensions such as unique features, great customer services, neighbourhood atmosphere, technology, fair-trade and brand reputation. Product differentiation mostly considered the opposite of cost leadership (Drik Michael Boehe, 2010). In differentiation strategy cost is not the main concern. In different ion strategy many other things matter than cost. Differentiation strategy allows company or organisation to charge a premium price for the unique quality or service organisation can offer. In differentiation strategy company charges customers for the brand name and the service provided by the company.  
Stuck in the middle
It is very vital for an organisation to identify the size of their organisation to choose a competitive strategy which enables the organisation to compete with their competitor and have a competitive advantage as well. According to Porter if a organisation fails to identify the right strategy for the organisation then the result can be a disaster for that organisation or If a organisation tries to choose two competitive strategy still the result will be same which would be describe as stuck in the middle (Competitive Advatange , 2008). Stuck in the middle can be only obtain for short time, it can be prove a good decision for a organisation but only for a short period of time, its rivals can choose a good generic strategy again the organisation which can damage the organisation. Stuck in the middle competitors try to achieve both low cost and differentiation competitive strategy (E.Porter, 2008). Stuck in the middle organisations cannot see the clear picture of future and would not be able to maintain their competitive positions in the business.
Starbucks’s Competitive Strategy
Starbucks adopted differentiation to compete with its competitors by giving their customers a great neighbourhood experience and providing them high quality coffee which helped Starbucks to gain the loyalty of their customer. Starbucks spend more money on research and development to be different and more innovative from their rivals. Starbucks taking fully advantages of technology to attract more customers to be the first coffee company to offer free WI-FI and loyalty cards which enable their customers to top up at the comfort of their own home and get the offers or points on each purchase.  “Starbucks different through its people and the experience provide to their customers in store”(Andrew, 2010). Starbucks differentiate in other ways as well from their competitors by following Corporate Social Responsibility. Starbucks is trying to be more sustainable and promoting green environment by being ethical in business and using recycle cups. 
Corporate Social Responsibility or (CSR) is very important for any organisation and especially for the environment. CSR portraits a good image of that organisation which helps organisation to grow. It is important for every organisation to implement CSR in their organisation. The term CSR refers to many different policies, obeys the laws, promote green environment, think about the wellbeing of the people who are attached with the organisation and also the wellbeing of their society, paying fairly to the staff, “conduct business with integrity would be considered to be a socially responsible corporate citizen” (C.Frederick, 2008). A CSR organisation can be recognized by the value of its corporate culture. The four main Starbucks CSRs are source ethically & sustainably, create opportunities, lead in green retail and strengthen community (Starbucks, 2016). In 2016 Starbucks issued a $500 million sustainability bond and Starbucks has also opened ‘farmer support centers’ to help farmers and their families (Use of Proceeds Report, 2016).
Starbucks as a Brand
Customer’s reviews are very vital and important for the brand or organisation. It is like what customers thing about that particular brand. The loyalty of Starbuck’s customers towards the brand is the main factor which differentiates Starbucks from Its competitors. In 2013 a research conducted by using neuroscience techniques which suggested that Starbucks’s customers are happy to pay more for a Starbucks coffee (The Secret to Starbuck's Brand Success, 2017).
Starbucks when first entered into the market their main ideology was to create coffee culture and bring people closer but not only making money or profit. Starbucks was always supportive to the community and cared about environment. Starbucks want to be the first producer of green and environmental friendly coffee.  Starbucks always believed in sustainability. Starbucks helped local charities to support local community by offering them £150k at ‘red cup cheer Christmas campaign (Lake, 2015).
Starbucks has supported same-sex marriages as well. Starbucks raised many different social issues as well such as political issues, echo friendly environment and etc.The brand reputation is an important for an organisation which attracts more customers and help business to grow. Behaving in an ethical way and supporting social causes for the sake of good is the core values of Starbucks as a CSR. 
Research and Development 
Organisations who adopt differentiation strategy are likely to invest more on research and development to improve their brand. It is a big investment for an organisation to undergo through research and development but at the end this all paid off well. The Research and development help organisation to be more innovative, more creative, how to improve existing products and how to create new products as well.
The organisation who adopt business level strategy or stick with single market like Starbucks Is necessarily adopt the borrowed knowledge from other industries or sectors as well that’s why the productivity of that particular industry or company will depend on the research and development investments of industries among others (Griliches, 1979). 
Starbucks always tries to be innovative and creature by introducing new products or adding something new to their existing products. Starbucks introduce new products according to the occasions as well such Christmas, Halloween, Easter and etc. In 2015 Starbucks introduced cold brew coffee and it’s now a $140 million platform only in United States (Watrous, 2017).



Advantages of Differentiation Strategy
Differentiation strategy allows company to charge a premium price for a unique service or product it offers. This strategy keeps company distance from their competitors. The company which follows differentiation strategy is not worry much about the price fluctuations and not having a competition with products on price leads to higher profit margins (Jurgens-Kowal, 2015). One advantage of differentiate strategy is to reduce the threat of submission as well. According to Porter (Michael, 1980), differentiation strategy results in customer loyalty and need for competitor to overcome uniqueness provide entry barrier.  The uniqueness of the product can attract customers more and more on daily basis and more customers mean more sale and more sale means more profit which helps business to grow and be prominent than the competitors. 
Disadvantages of Differentiation Strategy
Differentiation strategy can limit the strategic choices to the organisation. In differentiation company has to be more vigilant on its competitors specially when introducing new products.  The competitors can steal or copy the idea from the company and implement it to their organisation. There are two types of imitation; duplication and substitution.  It can be difficult for the competitors to substitute the best product but competitors can easily duplicate the product in the given or provided resources which in the company because of the imitation a company can lose the customers as well. The competitors want to have a competitive advantage against the rivals. 
According to Financial Times a local coffee shop in China copied Starbuck’s logo and the name itself as well to attract customers from Starbucks which then lost the case in court and had to pay $62,000 in compensation to Starbucks as an apology (Dickie, 2006).This can be one of the examples of imitation as well.

(1979) argued that product differentiation firms face high uncertainty, as their strong emphasis on innovation requires them to engage in more risky activities and bet on products that have not yet crystallized. This might make it both difficult and undesirable for firms to use a greater amount of debt (Jermias, 2008).

In differentiation strategy a company can charge premium price which can be proved miserable for the company as well. To charge higher prices organisations have to provide a prime quality service or product which can be costly and to recover the cost organisations has to charge the customers high price. By charging high price company can lose the customers and which can impact badly on the company reputation and profit as well. At some time if company will not be able to provide a premium quality service or product but still charge the same higher price than the results can be very worse for the company.
Conclusion
In conclusion, Starbucks wanted to be a different or unique from its competitors, so Starbucks chose differentiation strategy which helped Starbucks to be innovative and creative. Differentiation strategy helped Starbucks to gain a competitive advantage against its competitors. Starbucks adopted differentiation strategy by incorporating Corporate Social Responsibility into their business for the wellness of green environment and sustainability to provide good quality coffee to their customers, more focusing on brand reputation and premium quality products, being transparent so that their customers can trust Starbucks and be loyal to the brand and investing more on Research and development so that Starbucks can be more innovative and creative and to improve its existing products as well and also to provide best customer service than its competitors. Differentiation strategy enables Starbucks to charge premium price.  
But by following differentiation strategy there are some backdrops as well.  Competitors can copy or imitate their product as well by making similar type of product. Differentiation strategy always cost more to the company. 








Recommendations
.Starbucks need to incorporate CSR more into their business. 
.Promote green environment
.Use more recyclable product
.Limit or control their waste
.Pay their Taxes properly
.Help community and society
.Raise awareness on social issues
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