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[bookmark: _Toc498637138]Executive summary
This report will:
· Identify and explain what strategy Starbucks is using,
· Analyse their strategy
· Critically evaluate their strategy
· Attempt on giving reliable and useful recommendations
The information that this report contain were collected from various sources such as academic -databases, business textbooks, journals and Starbucks website as well as other websites. 
From information that has been gathered for the purpose of writing this report shows that Starbucks is a business level strategist with a desire to grow and invest as well as cherish their coffee community. 
This report contains how and what for is Starbucks using differentiation strategy from Porter’s generic strategies to achieve their aims and objectives. Go as follows:
· Corporate Social Responsibility
· Brand perception
· Research & Development
Pros and cons for the differentiation strategy. They include:
· Distancing themselves from competitors
· Competitive advantage and how they use it to stay in lead
· Ability to charge premium prices
As well as:
· Risk of imitation
· Higher costs
On the end, there will be recommendations which possibly improve and ensure to what they should keep doing or not.









[bookmark: _Toc498637139][bookmark: _GoBack]Introduction
[bookmark: _Toc498637140]Starbucks
Starbucks purchases and roasts high quality whole bean coffees. Starbucks first opened in 1971and started as one shop in Seattle which offered world’s finest fresh roasted whole bean coffees. It was later taken over by Howard Shultz in 1981, who’s been in love with Italian coffee bars and envisioned Starbucks to become Italian coffeehouse and bring that Italian charm into USA. 
Starbucks operates in 75 countries across North America, Asia Pacific, EMEA and Latin America. Starbucks retail stores are in high traffic, high visibility locations such as town centres, services on highways, office buildings and in university campuses.
Starbucks mission statement says “To inspire and nurture the human spirit – one person, one cup and one neighbourhood at a time.” It shows how devoted they are to keep their coffee community grow and expand. (Starbucks, 2017)
[bookmark: _Toc498637141]Objectives
This report is going to include information such as:
· Identify strategy used by Starbucks
· Give examples of how Starbuck accomplished their strategy
· Critically evaluate their strategy
· Giving reliable and useful recommendations
[bookmark: _Toc498637142]Business level strategy
There many excellent definitions of strategy such as “Strategy is a pattern in a stream of decisions” by Henry Minzberg (Hoverstadt & Loh, 2017), “The essence of strategy is what not to do” by Michael Porter (Porter, 2017). Strategy was first used on battlefields to ensure a victory and it was later applied to other fields of battle such as in business management. To quote one of the legendary generals in ancient China “Strategy without tactics is the slowest route to victory, tactics without strategy is the noise of defeat” by Sun Tsu. (Tzu, 2017)
There are a lot of levels at which strategies exist within an organisation including:
· Corporate level strategy
· Business level strategy 
· Operation level strategy
Starbucks works in business level strategy and that includes single industry it operates in, individual market and being concerned with positioning and competing. Starbucks is also concerned with growth and expanding its business which touches corporate level strategy. 
[bookmark: _Toc498637143]Competitive advantage
In the article regarding competitive advantage it’s been wrote that “a competitive advantage is what makes you better than the competition in your customer minds” (Amadeo, 2017) It’s a valid point as the main and only income for any business is a customer. Basically, to get profit first there needs to be a customer which is going to use service or buy a product. The term “Competitive advantage” can also be defined as “anything that a firm does especially well when compared with rival firms” as stated in online article in MSG. (MSG Experts, 2017) Starbucks was able to continually maintain their competitive advantage thanks to being the leader in product innovation. Example of that would be their Pumpkin spice latte which was one of the seasonal favourites at Starbucks. (Forbes contributor, 2016) Although there are people who believe that there is on one right answer and they have a point as it can look differently from different points of view. (Jurevicius, 2013)
[image: ]
Figure 1. – Shows market share of leading players in the coffee industry. (Forbes, 2016)
Professor Michael Porter in his book “Competitive Advantage” says that the competition is at the core of the success or failure of firms. He later says, “Competition determines the appropriateness of a firm’s activities that can contribute to its performance, such as innovations, a cohesive culture, or good implementation” Furthermore he explains that competitive strategy is the search for favourable position in the industry where the company can battle with each other. (Porter, 2008)
[bookmark: _Toc498637144]Porter’s generic strategies
Professor Michael Porter who’s been studying at Harvard business school in 1985 wrote a book which became a definitive business school textbook on that topic, the book called “Competitive Advantage”.  Professor Porter outlined that there are three primary ways which companies can achieve a sustainable advantage.
 Cost leadership is where company offers reasonable value of product or service at a lower price. By becoming a low-cost producer, a firm needs to analyse its structure and how can achieve cost advantage. Starbucks is using its own plantations as well as investing to keep coffee communities going and expend it to various coffee producing countries. (Starbucks, 2017)
Differentiation which means delivering better benefits than anyone else. To be more precise it’s when a company seeks to be unique in the industry they’re operate in along with dimensions such as brand image, quality or innovation. Full list will be shown later in the report. We already know that Starbucks is very good if not exceptional with innovations, an example would be their pumpkin latte which a seasonal beverage and has been relaunched. 
Last one is focus which is understanding a target market and focusing on them. It’s where a focuser selects a segment or more and adapts or alter its strategy to serve targeted purpose. The focus strategy has two variants: (Porter, 1985)
· In cost focus they look for a cost advantage 
· In differentiation focus they seek differentiation in the target segment.
[bookmark: _Toc498637145]Main findings
As mentioned earlier in this report Starbucks is using the business level strategy to differentiate themselves from competition in their industry such as Costa, McDonalds, Dunking Donuts, etc. Starbuck’s business strategy is fundamentally based in four pillars such as offering “third place” experience. It means that Starbucks became a third place away from home and work where people gather to socialize. Next is selling coffee of the highest quality. Their business strategy could be allocated under product differentiation as their extremely focused on quality of the products. 
Another one is international market expansion with the focus on emerging economies which is on long-term perspective a crucial part. In the past 2 years Starbucks opened 2719 stores around China/ Asia Pacific (CAP). (Dudovskiy, 2017) 
Furthermore, since in 2008 when there was a decline in profitability and share price Starbucks embarked a business strategy which allowed them to turn the business around. The results of this strategy were extremely successful and since that the company became to be known as ‘Number One World's Most Innovative Food Company' by Fast Company in 2012. (Marketline, 2014) The last one is integrating technology into various business processes. One of the most noticeable examples of technological integration would be their mobile order and pay feature, which makes possible for consumers to purchase their beverage without standing ages in the line. It’s a very smart and profitable way for business clientele and employees who comes for a coffee on their breaks. This way they don’t lose that valuable time of rest on standing half of it in the line for coffee or tea but just comes in and pick it up. Also, this app can allow the customers to order their coffee with their voice and sends text message notifications to their phones. (Peterson, 2017)

[bookmark: _Toc498637146]Differentation strategy
Differentiation strategy as the name implies “consists of creating differences in the firm’s product or service offering by creating something that is perceived industrywide as unique and valued by customers”. Such differences can be achieved across plenty of embodiments:
· Brand image
· Quality
· Technology
· Innovation
· Features
· Customer service
· Dealer network
Basically, by using this strategy a company such as Starbucks will create no standardised product which attract not only new customers but ensure the current ones to stay loyal. It will guarantee them that their money is well spent. (Hitt & Hoskinsson, 2006)
[bookmark: _Toc498637147]‘Stuck in the middle’
‘Stuck in the middle’ means when a business is unable or fails to develop a working strategy in one of the three generic strategies which has been explained earlier in this report then that business becomes is in very strategically disadvantageous situation. A company which falls into this trap is almost guaranteed to lose profits on daily or even hourly basis and a lack of competitive advantage. To put it simply, ‘stuck in the middle’ comes from compromising and it crates muddle. It happens because managers or other people in charge don’t know that they have to choose or think that they can be both. (Simister, 2011)

[image: ]
Figure 2 – How businesses are caught ‘stuck in the middle’. This picture above shows precisely when it occurs. (Porter, 2017)
[bookmark: _Toc498637148]Starbuck’s differentation strategy
[bookmark: _Toc498637149]Corporate social responsibility
The definition of CSR is “Corporate Social Responsibility is a management concept whereby companies integrate social and environmental concerns in their business operations and interactions with their stakeholders. CSR is generally understood as being the way through which a company achieves a balance of economic, environmental and social imperatives (“Triple-Bottom-Line- Approach”), while at the same time addressing the expectations of shareholders and stakeholders.” (UNIDO, 2017)
Starbucks as mentioned previously is taking their supplies from high standard plantations of coffee as they are always going for high quality ingredients to keep customer happy and satisfied.
[bookmark: _Toc498637150]Brand perception

To put it simply, “Brand perceptions are shaped by the sum of all experiences customers have with your brand. In short, people buy when they believe in the value of what they are getting and their focus is drawn away, through critical factors like perceived quality, from the plethora of options available in the market to the one or two products that ‘feel like them’. (Daye, 2017)

Starbucks always had a very good image among customers until recent beating they received after announcing their plans to hire 10,000 refugees worldwide in next five years right after Donald Trump’s order for preventing refuges from coming to US. Later they added, “The coffee giant's consumer perception levels have fallen by two-thirds since late January, according to YouGov BrandIndex.’ (Taylor, 2017)

[bookmark: _Toc498637151]Research and development
Starbucks always tries to come up with unique and innovative ways to get customers and make them feel as good as possible. They are creating new ways or relaunching the old once which were successful before such as pumpkin spice latte which was huge success. (Starbucks, 2017)
They not focusing only on creating new flavours but also with cups for example their “Give good” cups which supposed to give a hope and let other people know about crucial facts which can happen to anyone. (Dahlstrom & Conradson, 2017)
[bookmark: _Toc498637152]Strengths of a differentation strategy
[bookmark: _Toc498637153]Distancing from other markets
Through using a unique product one can distance itself from competitors which in result will allow them gain more potential customers. Satisfied customers will most likely remember their experience at Starbucks and spreads the word around. Unique product empowers word spreading as potential customers will only be able to buy that product nowhere else other than Starbucks. More customers mean more sale and in result bigger profit.
[bookmark: _Toc498637154]Creation of competitive advantage
One of the benefits of differentiation strategy is that it gains competitive advantage and that can attract customer from other competitors. More customers, more sales, more profit. Starbucks through its innovative nature created some unique products which only they can be seen with such as Pumpkin spice latte which was and is the best beverage for not only winter but also Halloween. 
[bookmark: _Toc498637155]Ability to charge a premium price
By providing customers with higher quality products it’s only natural that the company or organisation will charge slightly more than something with lower quality. Starbucks has very strong brand and people go buying their coffees for more but they know they pay for high quality and their satisfaction is guaranteed. 
[bookmark: _Toc498637156]Limitations of a differentation strategy
[bookmark: _Toc498637157]Risk of imitation
Risk of imitation is one of the downsides because competitors may imitate the product and in result it may change customer’s tastes. (Porter, 1985) Companies put their brands and logos on their products with unique features and people recognise the taste and the experience with that product and company. When another company tries to duplicate that product under different name it may cause the customer to switch places which in result not only reputation but also profit would drop. Duplications is usually the most common form of imitation and it occur most often when the competitors see that a certain company has a competitive advantage and to quickly nullify it, duplication is inevitable. (Barney, 1995)

[bookmark: _Toc498637158]Highier costs
Differentiation strategy has its weakness as it involves requirement of investing larger financial investments from Starbucks. Innovation does have its cost as there needs to be more money spend on teams which researching and analysing information and from what they have gathered they can start doing something unique. Company needs to convince consumers that their product is unique and that includes spending more money on advertisements of every sort including TV and social media. (Adams, 2017)

























[bookmark: _Toc498637159]Conclusion
In conclusion by using tolls such as generic strategies and differentiation strategy Starbucks successfully and effectively continue to grow and expand all over the world. Their innovative side keeps them in the lead in their industry and loyal customers as well as invites and attracts new ones.

























[bookmark: _Toc498637160]Recommendations
To conclude this report there are some recommendations made which most likely would help the company move forward.
· To keep investing in new plantations of coffee around the world
· To continue building and maintaining “coffee community”
· To keep evolving and aim for customer’s satisfaction.
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