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[bookmark: _Toc]INTRODUCTION
The aim of this assignment is to Identify the competitive strategy that Starbucks have utilised in order to develop their current competitive position, giving examples of actions they have taken to accomplish this strategy. Critically evaluate the competitive strategy that Starbucks has utilised in the development of their competitive position. The evaluation will recognise the advantages and limitations of this strategy in the current environment. It will also make appropriate recommendations for ways forward for the organisation, based on findings.
[bookmark: _Toc1]Background of the organisation
Starbucks Corporation is an international brand of coffee based in the US. Starbucks is a roaster, marketer and retailer of specialty coffee.  Starbucks stores offer a choice of coffee and tea beverages, as well as other premium coffee, tea and related products, including packaged roasted whole bean and ground coffees, a variety of premium single-serve and ready-to-drink coffee and tea products, juices and bottled water (Reuters.com, 2016). Starbucks operates in 75 countries across America, Asia, Europe, and South America. Starbucks is based in Seattle, Washington. The company generates much of its revenue from two main channels: company-operated stores and licensed stores. As of 2016, Starbucks operated 12,711 company-operated stores and 12,374 licensed stores. 
Starbucks company-operated retail stores are located in high-traffic, high-visibility locations, such as downtown and suburban retail centres, office buildings, university campuses, and in select rural and off-highway locations (Sec.gov, 2016).
The licensed-stores are operated in combination with Starbucks' local partners, while each of them leverages the respective operating and store development experiences. As part of licensing agreements with prominent retailers in the market, the company receives royalties and license fees and sells coffee, tea and related products for resale in licensed locations.  For Starbucks stores within certain markets, the company uses traditional franchising (Sec.gov, 2016).

[bookmark: _Toc2]Definitions of major concepts
Firstly, it is important to understand some of the business terms that this report will be using such as strategy, business level strategy, corporate level strategy and competitive advantage. Strategy is simple, it is the art and science of planning and marshalling resources for their most efficient and effective use (BusinessDictionary.com, 2017), while Drucker, 1974 defines strategy as a “purposeful action”. Business level is a bit different it is how businesses gain competitive advantages over each other. For example business level strategies encompasses porters five forces and porters general strategies (Albany.edu, 2017). Corporate level strategy is how the corporate body itself grows. “corporate level strategy specifies actions a firm takes to gain a competitive advantage by selecting and managing a group of different businesses competing in different product markets” (Usfsp, 2017). Competitive advantage is how businesses give themselves an advantage over one another, it can be split into two parts cost advantage and differentiation advantage. Competitive advantage is when a business offers the same products or services as its competition at a lesser cost. Differentiation advantage is when a business offers better products or services as its competition (Porter, 2008). This Report will be looking at Bowman and Faulkner's strategy clock (Bowman and Faulkner, 1997).[image: ] (tutor2u, 2017)
The strategy clock is one of the less well-known strategy tools and is based on the principle that organisations achieve competitive advantage by providing their customers with what they want, or need, better or more effectively than their competitors. The strategy clock adopts the assumption that customers will accept any offering based on ‘perceived value-for-money’. The clock is based on different perceptions of the product/service offering against a price line. This results in some generic strategic options based on the positioning on the clock (Innovation for Growth, 2012).
Position 1: Low price, low value added. It is a category in which companies prefer not to position themselves, dominated mainly by products that differ very little one from another. Also here the price is low and the only method by which efficiency can be achieved is by increasing the volumes and the number of new customers. In this category differentiation cannot be achieved, the goal is to reach the customer by any other method than the product features or price
  Position 2: Low price. It is a category in which the company relies on the fact that the price sensitivity of the consumer is the most important. This Position is a difficult for the company because it consists in small margins, high risks of not recovering the costs and un-loyal consumers. Also here profits can be achieved only with large volumes and scale economies.
  Position 3: Hybrid. Moderately price, high added value. Companies in this category provide high perceived value at a low price compared to the competition. An example of such Position can be observed when at the discount-type stores, where the products are of medium and high quality, but at lower prices. The relationship between the perceived value and price is seen by the consumer as being correct. In this type of Position many loyal customers are gained.
  Position 4. Differentiation. This Position provides high quality products and differentiated in a way that the consumer perceives a high added value of the product. In terms of price policy, it can be of two types. In the first situation is a high price is practiced, and customers will consider the price as being in accordance with the offered quality. The second situation is where an average normal price is practiced. In this case the company benefits from the increased market share.
  Position 5. Focused differentiation. It offers a very high perceived value for a distinct segment. Of course, meanwhile high prices are practiced, with high margins. Usually this practice is used in the case of ultra-premium products. Some examples of brands using this Position are: Rolex, Armani, Rolls Royce.
  Position 6. High price/ standard added value. This Position can be practiced by companies only when competition does not take measures in the short term and if it is accepted by the competitors. It is a very profitable category for companies but it is also risky and can lead to loss of a large market share. Usually the adoption of this strategy lasts on a relatively short time, on a normal and competitive market, no to lose the consumers of the product.
  Position 7: High price/ low added value. This strategy only works in the case of monopoly. It is impossible to adopt this strategy in a free and competitive market. 
  Position 8: low value/ standard price. This strategy leads directly to the loss of market share. Products with low perceived added value, and without being differentiated, cannot compete at the market only by the price. If neither the price is right the consumer will not buy the proposed product (Shakhshir, 2014).

[bookmark: _Toc3]MAIN BODY
Starbucks as a company has created a perception of quality around the purchasing experience and this plays into the perception that the average consumer has about the company. Starbucks also has a higher price range than their closest competitors; Starbucks have a market share of 59.2% as of 2016 (Forbes.com, 2017), Globally Starbucks closest competitor is McDonalds (16.3%) whose prices are designed to be a cheap alternative to Starbucks. Their second closest globally is the Dunkin’ brand (14.4%) whose prices are a medium between McDonald’s and Starbucks while still advertising themselves as express coffee (Forbes.com, 2017). The reason that it has been stated that Starbucks is a focused differentiation rather than just a classic differentiation is because of the quality product and service that they offer over their competitors, with plays in to the perception that the coffee is more valuable than other brands. One of the key strategy that Starbucks followed since its inception is that of product differentiation offering differentiators such as premium product mix, locations, coffee beverages reputation and supreme customer service that translated to building a premium valued brand which is costly to imitate for competitors (Geereddy, 2016).

[bookmark: _Toc4]Implementation of the strategy 
Starbucks has implemented this strategy by selling coffees at a higher price than their competitors for example a standard latte in Starbucks is £2.99 whereas in their closest competitor McDonalds price for a large latte is £2.05 (Veys, 2017). Arguably the main reason people choose Starbucks over their cheaper alternative is the culture associated with being in a Starbucks. An example of this is in an interview with former President Howard Behar by Forbes in which he says “I saw it was all about the people,” Behar added. “We’re not in the coffee business serving people, we’re in the people business serving coffee. I knew that intrinsically. That was my personality, that was my values. That has been constant from the beginning.” (Yeager, 2016). Another example of Starbucks investing in the experience is Starbucks opening roasteries to enhance how people consume coffee. In a call with the media current President of Starbucks Howard Schultz said "Our intent with the Roastery was to create a multi-sensory retail experience not only that would elevate coffee, but that was really unlike any retail experience in the world. You can think about Disney, you can think about Apple, you can think about Nike, Zara — the great retailers of the world, and I think people would agree who come to see the Roastery that there's nothing quite like it in the world. The Roastery is a place of innovation and discovery, coffee, romance, and something we're really really proud of.” (Taylor, 2016)
[bookmark: _Toc5]Advantages & disadvantages
While the strategy is good at improving an already established product within the business it can overreach and not work for every product in Starbucks menu. For example; The coffee chain announced on Thursday that it was closing all 379 of its Teavana stores, saying that the mall-based chain’s “underperformance was likely to continue.” Starbucks, which will continue to sell Teavana tea at its namesake stores, bought the chain for $620 million in 2012, hoping it could have the same success with loose-leaf, exotic teas as it had, and continues to have, with coffee (Wahba, 2017). This is a prime example of the same strategy not working for other businesses.

[bookmark: _Toc6]CONCLUSION
This report has looked at Starbucks business strategy in terms of Bowman's and Faulkner's strategy clock and has found that Starbucks’ strategy is to offer a higher price than their competition but while offering a more prominent experience for them to enjoy. They have done this by creating a community experience within their stores that draws people in not only to enjoy high quality coffee but to also sit and talk with friends or strangers. This model is not all good as it shows that it didn’t work for Starbucks tea store; Teavana. 
[bookmark: _Toc7]Recommendations
Teavana could have been launched better with a lower and more competitive price and eventually brought up to be similar prices to Starbucks after accumulating a loyal fan base. Teavana could also be launched as its own separate identity selling tea as its main products but also offering coffee almost as a competitor to Starbucks, just like Starbucks sells tea in their stores along side coffee. Another recommendation is to continue expansion into the Asian market to gain a decent size market share there as well as in the united states this will bring in millions of dollars worth of profit as Asia has the biggest population of any continent. The last recommendation is to stop the reliance on the North American market and try to diversify even further giving bigger pushes into Europe as it is a fairly similar market to North America.
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