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1.0 Executive summary

The purpose of the report:

Explain the definition of the relevant strategy

Define a strategy for Starbucks.

How does Starbucks achieve its strategic goals.

Evaluation strategy of advantages and disadvantages.

Recommendation for Starbucks.

This report focuses on Starbucks's selection of its own differentiation strategy, so Starbucks is very successful in the coffee industry. The credibility of the report is supported by the use of annual reports, books and internet.

The report tells about Starbucks's differentiation in three ways:

Starbucks produces better quality coffee than other coffee brands, so Starbucks needs to spend a lot of money on looking for high quality coffee.

Starbucks uses different prices and decorations to attract customers in different regions and countries.

Starbucks is a big company, they can establish a good company image and company culture, make difference with other brands of coffee. To help the poor and save the children is a very good method, can increase the staff's moral level, also can establish a helpful company image.

There are many advantages to Starbucks's differentiation strategy, and two points are listed:

Starbucks can expand the market, so that Starbucks can attract more customers. Starbucks's market potential in the same industry has been maximized, which is conducive to expanding the company's market share.

Starbucks can establish corporate image through public welfare. Their products are not only coffee, but also the experience culture of coffee shops.

But the differentiation strategy is not perfect ,there also are disadvantages:

The cost problem is the difficulty of each enterprise, Starbucks chose differentiation strategy, there will be a high cost problem. The difference of Starbucks and other coffee brand, to create new products, Starbucks needs a large amount of money and high cost.

Differentiation strategy will make Starbucks has many risks, such as product quality. Starbucks creates many new products, which have different product quality problems, which are potential risks for the company. 

There are recommendations:

Starbucks can also learn other business stores and open quick and easy windows.

Starbucks needs strict management of food health.
2.0 Introduction

 2.1 Starbucks

Starbucks is the name of a chain coffee company in the United States. Starbucks  established in 1971. Its headquarters are located in Seattle, Washington, USA. In May 1998, Starbucks successfully entered the European market through the purchase of 65 Seattle coffee companies in the UK. The two companies share a common culture, focusing on the great promise of customized coffee, similar company goals and values can help the company to better serve the people (Starbucks, 2017). Starbucks has 30 varieties of the world's top coffee beans, handmade espresso and a variety of coffee cold and hot drinks, fresh and delicious cakes of various kinds of food, as well as a variety of coffee machines, coffee cups and other commodities. In 1987, the current chairman of Mr. Howard Schulz's acquisition of Starbucks. In June 1992, Starbucks as the first professional coffee company successfully listed, and rapidly promoted the growth of the company's business and brand development. The company has more than more than 12000 coffee shops in 37 countries, including North America, Latin America, Europe, the Middle East and the Pacific, with more than 117000 employees (Starbucks, 2017).

 2.2 Objectives

Explain the definition of the relevant strategy

Define a strategy for Starbucks.

How does Starbucks achieve its strategic goals.

Evaluation strategy of advantages and disadvantages.

Accommodations for Starbucks.

 2.3 Competitive Advantage

Porter (1980, p.45)

  A set of unique features of a company and its products that are perceived by the target market as significant and superior to the competition.

If the company succeeds in implementing the strategy, the company will gain competitive advantage, whether it is low-cost strategy, differentiation strategy or other strategy, as long as it is suitable for the development of the company, it can enhance the performance of the company (Passemard and Calantone , 1990).

Starbucks hopes to provide people with a comfortable environment, hoping to compare with other cafes, where people can spend time with friends or alone in a relaxed and comfortable environment. Welcome customers and complete their work in the Starbucks store. Stores owned by all companies in the United States and most stores owned by foreign companies offer free Wi-Fi(John Dudovskiy
2017).

 2.4 Business Level Strategy

If an enterprise or an organization wants to survive and develop for a long time, the overall and long-term development direction, objectives, tasks and policies in a certain period, as well as the decision made by the allocation of resources.

The purpose of the strategy is to create the future and make it a reality. It enables your team or organization to be more competitive in the future, and to achieve organizational prosperity and sustainable development (Willams, 2011).

The importance of strategy to business is not inferior to the importance of war, so strategic management has become a very important research field. One of the main reasons why strategic management is attractive is that struggling companies can quickly become stars, and successful people will become losers overnight (Gregory Dess&Lumpkin 2004).

If Starbucks is using this strategy, Starbucks will use the stripping, sale, transfer, merger and acquisition to work, but this will seriously affect the Starbuck Corp's corporate culture, Starbucks’ production of high-quality coffee and high quality business, this strategy will make originally do not belong to the Starbuck Corp who participate in the company management, the business philosophy may be different with the company culture, so this strategy is not suitable for Starbucks(Finlay, 2000).

2.5 Porter’s Generic Strategies

Porter date provides three effective competitive strategies for business people, which are low cost strategy, differentiation strategy and focus strategy. Focus strategy includes cost focus and differentiation focus. 

First, the cost lower than competitors; secondly, formed out of the not ordinary characteristic in the enterprise products and services, so that customers feel that you provide more value; finally enterprise is committed to service on a particular market segment, a specific type of product or a particular the geographical scope. These three strategic architectures are quite different, and successful implementation requires different resources and skills (Porter, 1980). 

However, the three strategy, if a company can take the strategy of low cost as the basis, and use the differentiation strategy or focus strategy, although the number of this kind of situation occurs not a lot, the company will quickly succeed.
3.0 Findings

Starbucks as a coffee shop company, it needs to have their own characteristics, which is Starbucks's strategy is most in need of differentiation strategy. Differentiation is the competitive advantage of Starbucks. By providing differentiated products and services in the coffee beverage industry, the company has gained a much higher profit margin than the regular 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 customer level, and the impact of the economic environment, when the influence is too large, the customer will no longer pay for a cup of coffee, the enterprise will face the risk of. For example, the impact of financial crisis on Starbucks traffic is very direct and obvious.

3.1 Differentiation

Differentiation strategy is considered to differentiate the products or services provided by the company and form something unique in the whole industry. It is not difficult for companies to realize differentiation strategy, for example:

Design or brand image

Technical characteristics

Appearance features

Customer service

Distribution network

The implementation of differentiation strategy sometimes conflict and fight for possession of a greater share of the market activities. The implementation of differentiation strategy often require the company to this strategic difference of thinking. This strategy to increase market share and cannot be both. In the differentiation strategy of establishment of the company's activities are always accompanied by high costs, sometimes the whole industry, customers are aware of the unique advantages of the company, and not all customers will be willing or able to pay the high price required by the company( Porter, 1980).

3.2 Factor of success

Companies want to be successful, they need for a wide range of efforts, no one without the characteristics and competitive advantages of the company can long-term survival.

Behind the brand is people in business, Starbucks strictly require their business operators agree with the company's philosophy, identity brand, emphasizing the consistency of action, discipline, quality; and joining are investors, they only join the brand as a way to make money , it can say that their sole purpose is to make money rather than brand management. Many of Starbucks's decisions are not cost-effective, and some are just the opposite. This way more than once copied the shortcut, this is the main reason Starbucks can maintain financial success(Schultz, 2017).

The most important factor in the success of Starbucks is the use of Porter's competitive strategy differentiation strategy. There are three basic competitive strategies: cost leadership strategy, differentiation strategy, focus strategy. Companies choose at least one of these three strategies as their dominant strategy.

Starbucks is quite good at implementing a differentiation strategy, for example:

Starbucks uses specialty products and differentiated technologies and services

In the global strategic marketing, different countries pricing, decoration, store number is different.

Public welfare establish a corporate image, enhance corporate culture.

3.3 Starbucks Differentiation

Unique mode of operation, so that products and services to achieve differentiation, and build its core competitiveness. Starbucks distinctive, so that it has a unique appeal. Companies that differentiate often require strong marketing, technological innovation, and leader reputations. Starbucks is attractive because of its differentiation and also reduces its competition with its competitors.

3.3.1 Specialty products and differentiated technologies of Starbucks

Howard Schultz is the leader of Starbucks, when Starbucks brand was famous, they did not stop the improvement of product quality, but they continue to look for higher quality products of raw materials as well as the more advanced mode production of coffee. Starbucks has a special purchasing system. Staff travel all over to Indonesia, East Africa and Latin America, with local coffee growers and exporters of communication, they buy the best coffee beans to ensure that all the people who love Starbucks products to the most pure coffee. There are many varieties of Starbucks coffee, which have strict requirements in making. For example, each cup of espresso is boiled for 23 seconds(Adkins, 2017).

In 2017, Starbucks Innovation of oak barrels coffee, coffee production used production of wine, and this is a great innovation for all coffee brands, but also Starbucks and other coffee brand differentiation. The unroasted coffee beans placed in the used Wine or liquor barrel, its fermentation for several weeks, the need for manual stirring during this period, in order to ensure that the coffee beans surface in contact with the inner wall of uniform. Wine or liquor original barrel scent will transfer to the coffee beans, then baked to its special taste except alcohol, and coffee beans produced the traditional baking procedures do not have(Starbucks, 2017).

Smart phones were not popular in the 2009, when mobile apps were few and less functional. In 2009, when smart phones began to popularize, Starbucks launched the first APP, allowing customers to pay for two-dimensional code by scanning APP, which is even earlier than Square Wallet and PayPal Wallet for several years. Based on years of membership management experience and data precipitation, Starbucks launched its exclusive mobile payment service for its members in various global markets. By the end of 2014, there were about 1 membership cards for every 7 Americans. Starbucks began to popularize its gift card system, users can pay money to the card, with gift cards directly payment, easy access to all kinds of member welfare, such as buy 12 cups, 1 cups free, etc.. When the growing popularity of the intelligent mobile phone, Starbucks promptly released their payment app, for users, just put the membership card on the mobile phone only, can bring a card, the use of intelligent mobile phone customers, more convenient(Roemmele, 2014).

3.3.2 Different prices and store environment according to different countries and regions in Starbucks

The appearance of Starbucks chain is considered about the environment around the store, but its interior decoration should strictly cooperate with the uniform decoration style of the chain store. Each store is an image promotion, is a part of the Starbucks business chain, American designer for each store to create rich visual elements and unified style, so that customers and passengers reached the purpose of brand promotion good to hear or see. This promotion, known as Tie-in, is closely linked to the image of the cafe and the customer. Starbucks created a unique retail experience, pleasant, comfortable, relaxed, so that customers yearn for and attract their patronage. In Starbucks stores, there are comfortable seats, wireless Internet connections, and even music can choose. Starbucks began offering wireless high-speed Internet access in 2001 to allow students, business travelers and surfers to surf the Internet while tasting their favorite coffee, making it a more enjoyable experience. Starbucks's product innovation and atmosphere building are designed to make customers and coffee experience a wonderful experience. The result is that customers do have a sense of pleasure, and Starbucks, from Seattle to Washington D.C., has the same experience(Starbucks, 2017).

The biggest dream of every enterprise is to have a shop in every corner of the world. Starbucks originated in the United States, but there are still many markets in the world. Starbucks chose Asia as the first station of overseas expansion, reasons are(Starbucks, 2017):

Asia is very helpful for Starbucks to expand its market share

Asia can be the source of Starbucks high quality Arabia coffee beans

Starbucks is easy to have a competitive advantage in Asia

After expanding the Asian market, Starbucks began to expand the European market:

Europe has a strong coffee culture

People in the United States and many European countries have the same taste in coffee, and do not have to customize new products according to the new tastes of people in this region, like Asia

In China and Japan, Starbucks coffee was not familiar with the Oriental taste out from other countries feel wonderful, and then fell in love with Starbucks; in Europe, Starbucks has made high demands on the British drinks from the coffee drink afternoon tea flavor. This is Starbucks using cultural integration, in the market to find accurate positioning. Starbucks with its unique coffee culture into a strange market, but it is strange in the market, Starbucks has enriched its own, let the customer in Starbucks has a fresh feel both strange and familiar, it ensures that the success of Starbucks's worldwide market(Trefis Team 2016). 

The target market of Starbucks is not the general public, but a group of urban white-collar workers who pay attention to enjoyment, leisure and knowledge. In China these people as Starbucks enters Chinese market is rapidly developing, for these people is their Starbucks office second, on their date, negotiate the business, processing documents, and not this group of people, in this atmosphere can make yourself a kind of illusion he was one of them, like always with a group of outstanding people together for a long time, you will feel very good. Starbucks accurately grasp the Chinese consumption and psychological life, everyone wants to be a good person, even if the capacity can not reach, but also want to live in this atmosphere, so Starbucks in the China market continues to expand, increasing the number of shops, according to the data of 2016 annual report shows that Starbucks, Starbucks to open 690 new stores, the total number reached 25085, China market comparable store sales amount grew 6%, 5% higher than the United States and the global growth of 4%. Compared to other brands of coffee shops, such as Costa, the number of stores in China is far less than Starbucks, and even data support is not needed, Starbucks uses differentiation strategy, unlike other brands, Starbucks actively expand overseas markets, in addition to the United States, in other areas they can earn money and reputation.(2016 Annual Report, Appendix 1,Appendix 2）.

3.3.3 Social responsibility

Starbucks has many contributions to social responsibility. After Starbucks succeeds, it will give back to society.

Making coffee the world's first sustainable product, improving the lives of at least 1 million coffee drinkers around the world.

Build and operate the largest green retail business in the world(Starbucks, 2017).

Creating employment for 1 million people.

Welcoming the strengthening of the community and its impact on major issues.

Starbucks is located in a coffee growing support center in Indonesia. There, Starbucks employees to help local coffee growers to improve coffee production, further improve the quality of coffee and processing level; at the same time, take the Acquisition Premium in coffee beans for purchasing, quality coffee, Starbucks will be higher than the average market price of the acquisition of coffee prices, both to ensure the coffee farmers, but also to ensure that the cultivation of coffee quality. Starbucks is looking for high quality coffee beans around the world, building a sustainable, cost-effective procurement chain, ensuring local coffee farmers' interests and maintaining local ecology(Starbucks, 2017).

In the 2015 annual report, can also find Starbucks reported Care for Children activities. During this year, Starbucks actively supported the development of child care. And reached the goal of helping one million children, and set up the next goal, continue to expand the scope of relief, such as China, Thailand and Southeast asia. And in Thailand, the team went through a massive event this year to launch a national foster care program aimed at achieving all 20 government funded child welfare homes in the country.

In annual report, Starbucks spend a lot of money to aid poor area around the world, providing Starbucks in Asia to expand the market, establish a good corporate image, including research and establish relations with Vietnam and the Malaysian government, in these areas at present very few can reach the open shop requirement, but Starbucks is still in the help these areas, compared to other companies in the same industry brand, Starbucks has a strong sense of social responsibility, but also differences with other company performance(2016 Annual Report, Appendix 3).

3.4 Strengths of Differentiation

3.4.1 Expanding market share

The differentiation strategy of enterprise development, can make the different needs of customers to better meet, also makes Starbucks in the market in the same industry sales potential to get maximization, which is benefit to expanding the company's market share. At the same time, it also greatly reduces the risk of operation. If a product fails, it will not cause the whole enterprise to get into trouble. Differentiation strategy greatly improves the competitiveness of enterprises, enterprises develop a variety of products, can greatly improve consumer confidence in the product of the enterprise and the purchase rate. If Starbucks can overcome some difficulties, such as diversified advertising, multi-channel distribution, a variety of market research costs, management costs, so these are not a small business can be overcome, and for strong financial resources, powerful technology, with high quality products of the enterprises, the differentiation strategy is a good choice(Simon Jack, 2006).

Starbucks not only gained market share through product differentiation, but also used to expand the international market, and further improve market share. Because opening up overseas markets can bring a lot of benefits:

Increase the annual sales of Starbucks Corp, it means that increase the company's revenue.

Starbucks Corp can find a better quality raw materials and manufacturing methods, to promote technological progress.

Improve brand awareness in various markets and countries.

3.4.2 Enterprise image
Starbuck Corp has been committed to providing the best quality coffee and service for customers, create a unique Starbucks experience, make Starbucks the third living space in addition to the workplace and home, this is also a method of using Starbucks differentiation strategy, will attract more busy work customers. This kind of thought will give people a warm feeling, let tired people can release work pressure here, in the family in trouble, so more humane. This difference with other coffee shop brands, let customers taste here is not only a cup of coffee, but also enjoy the mood, which is also conducive to the development of their own corporate culture and attract more people love Starbucks(Maria, 2016).

Starbucks is also committed to the public welfare, which also helps Starbucks's corporate image, and is also the way Starbucks uses differentiation strategy. As mentioned earlier, Starbucks is committed to becoming a useful enterprise for others and the earth. Based on this desire, from the beginning, Starbucks has made great efforts and promotion in the aspects of moral procurement, environmental protection and participation in community public welfare. Coffee growers can improve the plantations, families and communities by purchasing and offering Starbucks promises to responsibly grow quality coffee and pay reasonable prices for coffee growers. This also means that when customers buy a cup of coffee at Starbucks, sit down to taste, they can think about process of Starbucks production this cup of coffee in the cafe, other customers can only buy a cup of coffee and coffee, but Starbucks uses differentiation strategy, make a cup of coffee in the full story, it makes an ordinary cup coffee upgrade, corporate image is of great help(Starbucks, 2017).

3.5 Weakness of Differentiation

3.5.1 Differentiated strategies have high costs

Starbucks uses differentiation strategy, product innovation requires more workers, machines and technology, which will cost a lot of money. In China, all people know that Starbucks coffee is expensive, the cost of materials not only coffee, rents and labor costs, if it is a chain of coffee shops, which are behind the brand development, marketing team and management cost etc.. Although Starbucks coffee price reflects from a certain level of consumer recognition of the brand, if the majority of consumers and the brand does not recognize, then the price of coffee will naturally fall. Once the competition start development between different product, the enterprise will reduce naturally the price of goods and attract customers(CPR Institute for Dispute Resolution, 2001).

In China, not all Chinese love the taste of coffee, but Starbucks still can have a lot of customers, because they use the differentiation strategy, different from other coffee brands, Starbucks is not only the production of coffee, according to the Chinese taste with fruit juice, milk or tea, but doing so will have a higher cost because Starbucks needs new materials, new technology and new survey.

3.5.2 Produce irreversible results

Enterprises to adopt differentiation strategy means that enterprises need a variety of products to support the development of the company, the company will take more risks, such as food safety, because Starbucks uses the differentiation strategy to produce many new products, different food will need to add different raw materials, if food deterioration occurred or the use of toxic substances, the customer will so sick and even death, it will cause serious damage to the image of the company, and even bankruptcy(Wyn, 2010).

Although Starbucks has not yet had a similar situation, there is still such a risk. In 2008, China appeared milk powder incident, a milk company because of adding toxic substances in milk, resulting in a lot of infant deaths, become the biggest 2008 food safety accidents, caused great harm and influence. This event also shows that the food industry has the risk of food safety in all enterprises.

4.0 Conclusion

Starbucks coffee not produce special drink, but the coffee selling expensive than others, consumers are willing to pay, Starbucks is actually selling casual, petty bourgeoisie life, differentiation and this causes other cafe.

Nowadays, the spread and positioning of the brand is very important, Starbucks is very precise positioning of the product. The market price of Starbucks is very close to the people in the world, both high salaries and ordinary community have its product. In China, it is a kind of luxury which emphasizes enjoyment and leisure with petty bourgeoisie. It belongs to the luxury goods that most people can consume.

Starbucks uses differentiation strategy in some ways:

The characteristics of Starbucks products and differentiated technology, Starbucks will find the best coffee in the world.

Starbucks uses different prices and decoration to attract customers in different regions and countries.

Starbucks set up a good corporate image and corporate culture, and differentiated from other brands of coffee.

The benefits of Starbucks's differentiation strategy:

Starbucks can expand the market, so that Starbucks can attract more customers.

Starbucks can establish corporate image through public welfare.

Disadvantages of Starbucks's differentiation strategy:

The difference between Starbucks and other coffee brands, Starbucks requires a lot of money and high cost.

Differentiation strategy will make Starbucks have more risks, such as product quality.

5.0 Recommendation

Starbucks will be more convenient, because Starbucks always has a lot of people queuing, Starbucks can provide different services according to different needs, such as a separate takeout coffee window.

Food safety is very important in the food industry. If Starbucks hopes to achieve  differentiation strategy through product diversification, Starbucks needs to strengthen the management of food safety.
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