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1. [bookmark: _Toc498604746]Executive Summary

· Purpose of the Report is to identify whether a Competitive Strategy influences development of Competitive Position.
· Organisational example Starbucks is used for the study.
· To identify Organisational Strategy used and Evaluate development of the Organisation’s Competitive Position.
· Report concluded Differentiation Strategy is used within Starbucks and it has developed the Organisation’s Competitive Position in the Coffee Industry.
· The outcome was achieved through Flexibility of the Matrix Structure.
· CEO Howard Schultz’s Goal and Direction.
· Practical Operations of Product and Service Innovation.
· Organisational Partnerships.
· Report identified Differentiation still could be improved within Starbucks.
· Relevant Recommendations were advised to further improve Differentiation and Competitive Position.
· Report analyses Central Advantages and Disadvantages of the Differentiation Strategy.
· Porter’s Generic Strategy Model was utilised to provide clear concept of Competitive Strategy for the study.
· 

2. [bookmark: _Toc498604747]Introduction

The purpose of the report is to identify whether a Competitive Strategy can influence an Organisation to develop Competitive Position. To provide clear understanding of the following Strategies available for an Organisation, an Academic Model called Porter’s Generic Strategies Model will be used. Created by Michael E. Porter. In order to identify the effectiveness of a Strategy, focus on a specific Company will be conducted. Using the Generic Strategy Model and Secondary research, Starbucks Strategy will be identified and then analysed. Specifically, analysis will consist of whether the Strategy has developed the Organisation’s Competitive Position in the Coffee Industry and the measures Starbucks has taken achieved the desired Strategy. To further analyse effectiveness, focus will aim towards the central Advantages and Disadvantages of the discovered Strategy. After analysis and evaluation has been conducted, relevant recommendations will be provided to aid Starbucks Strategy and Competitive Position. 

3. [bookmark: _Toc498604748]Main Findings

[bookmark: _Toc498604749]3.1 Research analysis and identification of Starbucks Competitive Strategy

To establish understanding of the different Competitive Strategies identified in theory and to discover which Strategy corresponds to Starbucks Current Competitive Position. A Competitive Strategy framework will be used from a leading Academic in the area.
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Source: (Porter, 2004, p. 12).
Starbucks Differentiation Strategy was derived from the organisation’s goal and perception realignment directed by Howard Schultz. Instead of being perceived and judged by customer numbers, Howard Schultz desired Starbucks to be seen from the customer value and high-quality product it can deliver to the world. Making the organisation the definitive coffee seller in the industry, this desire adapted ‘Community. Connection. Respect. Dignity. Humor. Humanity. Accountability’ into the organisation’s global goal. The adaptions were infused into practical operations for example, the updated taste of Starbucks coffee conveyed the company message. Which is the organisation wants to establish a connection between customers and create a community realising Starbucks has a new competitive attitude that will not settle for anything less than industry dominance. (Schultz & Gordon, 2011).
Evidence supports Schultz and Gordon (2011) explaining Starbucks has used a Differentiation Strategy to dominate competitors and attain new customers for over a decade, through creating partnerships with other organisations across different markets. One collaboration consisted with ‘Hyatt Hotels’, the company would only provide Starbucks coffee through a widely recognised luxury coffee appliance called ‘French Press’ in their establishments. Also, Starbucks engaged consumers within the American Navy. Distributing shop services to bases through a large food trader ‘Sodexho’. (Seaford, Culp, & Brooks, 2012, p. 48).
Further evidence supports Schultz & Gordon (2011) and Seaford et al (2012) explaining, through the effective application of Differentiation and investment of technology. Starbucks has developed numerous digital facilities to improve the overall customer experience. The organisation has produced a new method through online mobile technology to improve product distribution, where consumers can purchase specific coffee flavours desired at any location and can pick up at the desired company store. Starbucks also introduced Wi-Fi technology and established connections with other companies to provide additional digital incentives. For example, reputable newspapers being The New York Times into coffee stores. Providing the following technological innovations Starbucks ensure customers will attain a unique experience not offered by competitors, therefore developing the organisation’s competitive position in the marketplace. (MarketLine, 2017).
Chen and Lee (2015) argues Differentiation Strategy is not conducted effectively throughout Starbucks’s operations, as detailed in the organisation’s environmental procedures within the country of Taiwan. One operation Starbucks introduced into the product it provides is ‘cup recycling’, in order to encourage a new sense of purchase value for customers and result in a developing competitor position. Although it failed to obtain maximum consumer attention. This is because a majority of customers in Taiwan have already witnessed the same procedures from competitors. (Chen & Lee, 2015).
Chen and Lee (2015) are supported with evidence explaining the Differentiation Strategy Starbucks use is not appropriately applied to all business practices, as detailed in the following study. Raw material obtainment of Coffee Beans is necessary to create Starbucks’s core product which is the drink Coffee itself. To ensure this, the organisation purchases the skills and raw materials from Coffee Bean Growers which are not associated with the company, therefore lowering fixed costs for the organisation. At the present it is considered ‘outsourcing material growing’ is a ‘practice followed by many companies’. (Pollard, Chuo, & Lee, 2016, p. 105).

It can be identified from analysis of previous evidence Starbucks does conduct a Differentiation Strategy industry wide, operating from western to eastern parts of the world. Although in some operations the strategy is not effectively conducted. Because of this Starbucks is compromising some development of Competitive Position in the marketplace. Starbucks must completely utilise the efficiency of the Differentiation Strategy, producing products or services unique to competitors and hold significant environmental benefits. Starbucks must also emphasize on competitive advantages of their Raw material obtainment. For example, Starbucks only choose farmers supplying the highest quality coffee bean and provide sufficient support to ensure farmers receive a safe and healthy working life. Performing the Differentiation Strategy more effectively in the specified areas, Starbucks will develop current competitive position further by persuading customers to purchase only from the organisation.
Although, it is essential to inform the Differentiation Strategy is effectively used at the customer service level. Providing a unique customer experience through In-Store and Mobile digital features and diverse availability.
The reason for the outcome above and how Starbucks can align itself with a Differentiation Strategy could be because of organisation’s structure, which is set out as a Matrix layout. Shown in the diagram below.
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Source: (Glowik, 2017, p. 158)
A Matrix Organisational Structure consists of ‘departments that provide a stable base for specialised activities and a permanent location for members of staff’, similar to a hierarchal structure where purposes of sectors and staff expertise are clearly defined and recognised. This allowing Board Members, CEO etcetera to easily direct vital instructions down the layout to the correct sectors. Although Matrix possess ‘units that integrate various activities of different functions on a project team, product, programme, geographical or system basis’. Therefore, allowing Management lower down the organisation to exert control across the structure to specific staff who are located from different sectors. Although their skills are relevant to the project success and are appointed to the said project. This increase in lower management control encourages ‘flexibility, greater security and control of project information, and opportunities for staff development’ within the organisation. (Mullins & Christy, 2016).


[bookmark: _Toc498604750]3.2 An Analysis of Starbucks procedure to achieve Differentiation

To accomplish a Differentiation Strategy, Starbucks invests in innovation techniques to successfully diversify themselves from the competition and to become the leader in the coffee market. Innovation is conducted into the organisation’s product line, creating new flavours first to produce a differential variety. A past example is, ‘Pumpkin spice latte, one of the seasonal favorites at Starbucks, was recently relaunched’. During this time rivals ‘McDonald’s and Dunkin’, which launched the same coffee shortly before the relaunch, saw their market share recede’, whilst Starbucks market share increased. Shown in the diagram below.
[image: ]
Source: (Team, 2016).
Although it can be argued, Starbucks Product Innovation has prevented organisational growth and differentiation. Specifically, the introduction of alcoholic beverages into stores. Even though the innovation helps diversify the organisation from competitors, it does not fulfil the differentiation strategy purpose to develop competitive position. Starbucks established the new products ‘to help increase traffic to its shops at night’. Although the innovation failed to achieve financial targets and the company rid the product line to prevent organisational harm. (Anderson, 2017).
Team (2016) argues against Anderson (2017) with evidence detailing further investment Starbucks directs to product innovation. Apart from adding unique products to the variety list, Starbucks also provided coffee customisation to further differentiate the product it can provide to customers. A customer can purchase a ‘espresso choice (e.g. regular, decaf, extra shots, half-caf), choice of syrup (e.g. hazelnut, vanilla, caramel), choice of milk (e.g. full fat, half-fat, fat free)’. In conducting this, Starbucks retained consumers, achieved growth and the organisation plans to keep coffee customisation as a long-term growth provider. (MarketLine, 2014).
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[bookmark: _Toc498604752]3.3.1 Disadvantage of Differentiation Strategy
[bookmark: _Toc498604753]3.3.1.1 Imitation

The Differentiation Strategy can succumb to risk of not being able to serve an organisation’s goal to achieve superior Competitive Positioning in the marketplace. For reasons such, the disadvantage is it solely depends on the uniqueness of marketing value created and delivered by an organisation. Without this, the strategy is ineffective and the organisation itself will experience an opposite effect of Competitors replicating the product or service. (Hooley, Piercy, & Nicoulaud, 2012).
Although further evidence argues a Differentiation Strategy leaves little impact to an organisation’s individuality, preventing smooth imitation from competitors and instead producing difficulties through strategy capability. The Differentiation Strategy is capable to provide focus on marketing value and especially product uniqueness through research and design. Processes which are specific to the company and difficult to be replicated rapidly. This increasing time for the differentiated organisation to maximise on competitive advantage, differentiate further and forcing competitors fall behind. (Banker, Mashruwala, & Tripathy, 2014).
Hooley et al (2012) argues against Banker et al (2014) explaining it is a recognised issue in the marketplace, a typical experience of numerous companies which release a unique product would be easily replicated by competing organisations. This ridding the aspiration to promote company individuality and undertaking a Differentiation Strategy. (Johnson, Scholes, & Whittington, 2008).
Further evidence supports Hooley et al (2012) detailing imitation negatively impacts the success of an organisation’s Differentiation Strategy. Within newly introduced large markets, an organisation who is the differentiative director among other companies will obtain further market data to help development of position. Afterwards competitors will acquire the already discovered data to replicate the leading organisation’s innovative processes. This increasing the similarity between the two entities and reducing profit for the market leader. (Yang, Cai, Chen, & Yang, 2017).
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[bookmark: _Toc498604755]3.3.2.1 Customer Loyalty

The Differentiation Strategy used in organisational service can have a significant advantage, it can establish customer loyalty to the brand and as a result creates customer fulfilment and oral communication between consumers. The outcome was identified through data analysis in a research survey, obtaining key member knowledge who possess a connection with the organisations in question. (Chenet, Dagger, & O'Sullivan, 2010).
Chenet et al (2010) is supported with further evidence explaining test results conducted in the present study, aimed towards customers who purchase one of two specific cleaning products correspond with past research. Which details if an organisation undertakes a higher differentiative approach to a product which stimulates the customer value image, it can be a beneficial factor to achieving customer loyalty. (Suh and Yi, 2006) cited by (Vera, 2016).
Chenet et al (2010) is supported with evidence explaining Customer Loyalty provides a beneficial impact to an organisation’s success. In order to achieve ‘customer loyalty and growth in sales, a supplier should not only offer superior quality of core goods/services, but also superior quality of supplementary and basic customer services’. This was evident in a primary data analysis of customer thoughts on specific businesses located within India. The data was inputted into a grid as shown below, showing the increase of organisational growth received in three years. Companies who focused on leading customer service quality received more growth than those who did not.
[image: ]
Source: (Dash, Havaldar, & Jacob, 2014, pp. 16,20).
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Another advantage of the Differentiation Strategy is, it possesses the ability to encourage organisations using it to create opportunities of sustainability. This applies to the organisation’s competitive position and the strategy itself. To achieve the following, plans have to be created to establish ‘distinctive competencies’ which are ‘capabilities that are rare, valuable, costly to imitate and non-substitutable’ to competitors. Competencies will offer organisations leading customer service in line with the Differentiation Strategy. (Singleton & Nissen, 2014, p. 465).
Although it can be argued Competencies can possibly harm an organisation’s differentiation. This can occur when competencies have been widely, repletely used and have received extra layers of complexity. Therefore, failing the purpose of creating differentiation and forcing the organisation to stay in the current position. (Chrysostome, Nigam, & Jarilowski, 2013)  
Although Singleton and Nissen (2014) are supported with further evidence, detailing ‘Capabilities are internal skills and practices that a firm possesses such as manufacturing processes, research and development, sales, distribution, and financial control’. Specific skills are then transferred to create ‘Distinctive Competencies’ unique opportunities to prevent competitor imitation, substitution and also increase differentiation. Competency uniqueness can be identified when it allows an organisation to deliver leading customer service. (Chen, et al., 2015, pp. 153-154).

4. [bookmark: _Toc498604757]Conclusion

From the findings in the report it can be concluded, a Differentiation Strategy is used within Starbucks to provide unique products of coffee and services to a large market. The utilisation of Differentiation is made possible through the Matrix Structure Starbucks operates within. This allows clear instructions from CEO etcetera to be sent down the organisation, although lower management possess greater opportunity for flexibility. Management can obtain specialised staff from different sectors and assign them to teams, in order to promote creative and differentiational products and services. It can also be explained Differentiation was achieved through the goal of Howard Schultz, Starbucks CEO. The goal consisted of enrichment to the customer experience and value, which influences the organisation’s Competitive Position to be the most developed within the industry.
Overall the Differentiation Strategy has been conducted effectively to Starbucks goal. The strategy has been able to facilitate and guide innovative procedures and organisational partnerships. Therefore, improving customer value delivered, competitive positioning and achieving differentiation. Although to inform, in minor areas such as environmental and material obtainment, Differentiation use could be improved and prevent competitive position to be sacrificed. The strategy itself is like any other approach a business can use, it is not perfect. Although with careful planning of use, advantages of customer loyalty and Distinctive Competencies can be utilised at maximum and disadvantages of competitor imitation can be avoided. Contributing further to an organisation’s development of competitive position. Careful planning is shown in the measures Starbucks has taken for example, Product Innovation of Coffee which has improved customer value, retained consumers and increased Starbucks market share and reduced competitors.
For the purpose of the report, Porter’s Generic Strategy model was used. In order to provide identification and perform analysis of the Strategy conducted within Starbucks. Even though the model was successful, it did possess limitations. It can be considered the model itself provides clear categorisation of the different strategies, although the model is basic as it provides minimal explanation between the strategies. 
However, Bowman and Faulkner’s Strategy Clock provides a more detailed classification with positioning each strategy and organisation according to the level of perception and price. Also, the model provides identification of how organisations can fail. Using a term of getting stuck in the middle, organisations cannot align themselves to the targeted price and perception ideal for the market. Utilising the Strategy Clock in the report could have provided a deeper identification and analysis of Starbucks Strategy. Therefore, providing further enrichment to the reader’s knowledge in regards to the subject.


5. [bookmark: _Toc498604758]Recommendations

From the findings of the report, three recommendations will be advised for Starbucks, to ensure further Customer Value and Competitive Position Development. First recommendation is for Starbucks to ensure all differentiation strategies relate to the core product of coffee, the core customer and not to irrelevant products such as alcoholic beverages which are for a different market. The company must focus how the planned procedures will further enrich the coffee purchasing experience. Whether it is how the coffee influences senses, the store layout, the staff and additional services. The following factors will enable customers to perceive Starbucks as unique to competitors and the service it provides is related to the customer’s personal desires.
Secondly, Starbucks must focus on the Intangible Assets it possesses and use them to maximum capacity. One asset could be the organisation’s identity in terms for what it stands for, specifically customers or the industry. Using identity, the organisation can connect to the wider audience, obtain new customers and retain existing customers. Intangible Assets prove as measures which promote an organisation’s uniqueness and are problematic for competitors to imitate, enabling Starbucks to obtain a higher competitive position.
Thirdly, to establish a positive environmental image in consumer minds. Starbucks must not advertise the environmental procedures it conducts in countries where competitors have already influenced. For example, Taiwan. Instead the organisation must focus advertisement in areas which have not received and undertook sufficient environmental operations. In conducting this Starbucks will be the first to diversify from competitors and attain a developing competitive position.
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Starbucks has always maintained its competitive advantage by being the leader in product
innovation. Pumpkin spice latte, one of the seasonal favorites at Starbucks, was recently
relaunched. The launch followed more than 150,000 incremental visits on the first two days, as
stated by Sense360. As a result, Starbucks saw a share of its national QSR market increase by
roughly 30 basis points to 6.96%. On the other hand, its competitors, McDonald’s and Dunkin’,
which launched the same coffee a week earlier, saw their market share recede.
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customer service inculcated customer-centricity at all levels,
from the front-line employees, who were trained to deal with
customers in a courteous, empathetic manner, all the way
to the top management, which were involved in periodic
review of customer complaints. In fact, customer-centric
culture was a pre-requisite for proper customer handling
systems. On the other hand, supplier companies which were
perceived to deliver average/inferior basic customer service
did not show so strong a commitment to customer-centricity,
and often did not have adequate systems in place to provide
customer support and/or handle customer complaints.

The sales growth over the last three years and the percentage
of repeat customers over the last two years for the two
groups of supplier companies are presented in Tables 4 and
5, respectively.
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+ Organisations providing superior basic customer
service had a higher frequency of daily reviewing
of customer complaints (56.7%) than organisations
delivering average/inferior basic customer service
(46.9%), but this gap narrows down when considering
weekly review (81.7% and 79.7%, respectively). Thus,
establishing a proper and timely customer complaint
review system would enable organisationsto provide
superior basic customer service.
Organisations providing superior basic customer
service had inbuilt corrective processes and/or actions
for handling customer complaints (88.3%), as opposed
to organisations delivering average/inferior basic
customer service (76.6%). Thus, instituting an inbuilt

Table 4: Sales growth

Superior basic customer
service

Averagefinferior basic
customer service

Overall ANOVA/F-test

Mean Std. Dev. Mean

Std.Dev. | Mean | Std.Dev. | Feal | p-value

Current year 29.05% 29.48% 21.01%

2081% | 24.57% | 25.12% 1.558 0217

Last year 24.04% 24.86% 17.23%

2161% | 20.78% 2336% | 0.975 0.329

Two years ago 24.28% 18.82% 12.12%

11.24% | 17.87% 1628% | 5.677 0.023

Table 5:

Percentage repeat customers

Average/inferior basic
customer service

ANOVA/F-test

Mean

Std. Dev. Feal | p-value

Current year 33.03% 46.33%

29.09% 30.77% 0392 0534

Last year 52.04% 3226% 5036%

2835% 29.97% 0.037 0.848
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