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[bookmark: _Toc498620673]Executive Summary
This report discusses the issues of competitive advantage and sustainability. It includes how Starbucks have used a differentiation strategy in order to become more competitive. Starbucks have managed to differentiate themselves by selling unique products and building an atmosphere which no other cafes have done before. Starbucks have got the advantage to charge a high price because of their exceptional quality and services.

[bookmark: _Toc498620674]Introduction
Starbucks buys and makes high-quality bean coffee. It has become a beacon for people who love coffee around the world. People can count on Starbucks because they know a genuine service will be provided with a pleasant atmosphere and a richly brewed coffee every time. Starbucks also offer a selection of teas, pastries and other treats to satisfy the taste buds. Starbucks is known to be a neighborhood gathering place on a daily basis. People are not going there just for the coffee but also to socialise. Starbucks are committed to sell the highest quality coffee and engage with their customers and communities to do business responsibly (Starbucks coffee company, 2017). 

[bookmark: _Toc498620675]1.1 Report Objective
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. Your evaluation should recognise the advantages and limitations of this strategy in the current environment and to make appropriate recommendations for ways forward for the organisation, based on your findings.

[bookmark: _Toc498620676] 1.2 What is a business level strategy
A business strategy will suggest the area of business within a single market or industry. (Sigalas and Economic, 2012). There would be no need for a strategy if there was to be no competition within a business. The key element to a strategic planning is to help the company in achieving efficiency and superiority more than its competitors (Salimian et al., 2012).


[bookmark: _Toc498620677]1.3 What is competitive advantage
Michael Porter was the first person to introduce the word competitive advantage to the vocabulary of the strategy discipline. The main use of competitive advantage is that a company has a sustainable border over their competitors in a certain trade that won't be demolished over time (Oshana’s, 2008). A competitive advantage can be gained by delivering better value to its customers, reducing the price from other businesses or by giving out the image that it is worth paying the high price. 






[bookmark: _Toc498620678]1.4 Porter’s Generic strategies
Many businesses are known to be using a framework called porter's model (1980). Porter has stated that if companies use one of his three recommended generic competitive strategies then there is a high possibility to be more successful than competitors who are not using this framework. The three strategies are followed by Cost leadership - This will require reducing costs within the company, Differentiation - This brings out a unique product or giving out an exceptional service which other companies are not doing and a Focus - This requires on concentrating on a certain section and delivering a good service. These strategies can be seen in three forms which are cost focus, differentiation focus or cost and differentiation focus. Below in figure 1 is a diagram to show how this is formed.

Figure 1. 

[image: ]
Source adapted from : Porter, Michael E., "Competitive Advantage". 1985, Ch. 1, pp 11-15. The Free Press. New York














[bookmark: _Toc498620679] 2. Main Findings

[bookmark: _Toc498620680] 2.1 What strategy are Starbucks using
 As stated by academic resources, it can be seen that Starbucks are focusing on Porter's differentiation strategy. The common strategy which Starbucks is applying is seen to be a product differentiation. (Koehn,2002).

[bookmark: _Toc498620681]2.2 What is a Differentiation strategy
 Reilly (2002) compromises that a differentiation strategy is an important piece of Porter’s strategies. This type of strategy will put pressure on Starbucks to come up with products or give a service that will be taken as being unique, hence giving Starbucks the advantage to charge a higher price than average. This type of strategy can create value as it focuses on the merit of the cost of the product which are a like on the market. It generates a more recognizable value to its consumers and customers. With this strategy, Starbucks will also be able to compete in different areas and not just on price (Aulakh et al., 2000).

[bookmark: _Toc498620682]2.3 Starbucks Differentiation strategy
Starbucks use the differentiation strategy by predesign a coffee product with a variety of flavours, as will as they have variety of foods and drinks. Starbucks have created a unique atmosphere within their stores which no other Cafes have managed to accomplish. Starbuck sell their own unique coffee and beverages with the highest quality ingredients making them a completely unique company. Starbucks get their coffee beans from the finest farmers in the world. Starbucks have also developed drive thru stores to make it more convenient for customers moving them ahead of their competitors (Seaford, 2012). 

[bookmark: _Toc498620683] 2.4 Corporate Social Responsibility
 Corporate Social Responsibility is the company responsibility towards the environment and community both social and ecological in which operates. It is the constant commitment by a business organization that leads the business to contribute or fulfil its responsibilities towards economic and social development (Banerjee, 2007). 

[bookmark: _Toc498620684]2.5 Starbucks Corporate Social Responsibility (CSR)
Starbucks is known to be an ethical company and they know how to show this to their customers on a daily basis. Starbucks are always working hard to do the correct thing for the planet and for the communities they serve. Starbucks make sure that upcoming issues are noticed, prioritised and told in a organised manner throughout the business. Starbucks are finding ways to solve cup recycling and have put forward a strategy to reduce the waste they build inside and outside the stores. Starbucks have prioritised to developing green stored, maintain water and reduce environmental footprints. Starbucks have a red cup cheer Campaign every year which gathers local charities, stores and partners through the holiday period. Starbucks donates 5 pence to charities each time a red cup is purchased. It purchases ethically sourced coffee from farm around the world. Starbucks work hard all year round in order to make an effective impact towards the community, However, during the month of April it is a global month of service. This is when Starbucks gathers partners, customers and partner organisations together in order to help place local needs for the community (Starbucks Coffee Company, 2017). 

This will generate awareness for CSR and also support a brand. This will also create a stronger relationship between Starbucks and its Customers. Creyer and Ross (1997) suggest that corporate ethical behaviours were acknowledged by customers and considered to be a vital factor when making a decision to purchase. Consumers will be willing to pay higher prices for products produced by Starbucks if they are involved in ethical CSR actions (Rodriguez and Cruz, 2007).



[bookmark: _Toc498620685]2.6 Brand Perception
Branding has been one of the pivotal elements of Starbucks strategy over many years. The company has invested significantly in creating a standardised look to feel of its stores. Starbucks has recognisable logos world wild as international company. Starbucks have positioned themselves not only to sell coffee, but also provide an experience. Starbucks was created as a lifestyle cafe.  The creation of the Starbucks as a social hub, with pleasant chairs and music has been just as a powerful element of the Starbucks brand as its coffee. All of this came with a high price. While consumers recognised that the products in Starbucks were at a higher price than many cafes, they still visited the stores as it was a place  ‘to see and be seen’. In this sense the brand then became hugely accepted and became a symbol of stature (Moore, 2005). It became a must-have accessory for everyone who is travelling to work. Starbucks have created a inviting and refined place for young and middle aged people to relax even if they have busy schedules. This required Starbucks to deliver a high class atmosphere where these people would feel the same experience as drinking a coffee. The workers in Starbucks would add to this sophistication effect by regularly smiling in a good manner and by remembering customer names. This luxury became extremely appealing to majority of young and middle aged people (Adegoke, 2007). 

From the above statement, it can be seen that Starbucks do have a solid brand image by spending time and money on developing the atmosphere of Starbucks stores inside. The workers in Starbucks have made the brand more recognisable as they offer a great service therefore this has now set an image of Starbucks delivering excellent service. Creating an atmosphere and training the staff to deliver a good service will be costly, however, spending more money on creating the stores and service quality will show a solid brand image as consumers will notice the company is spending a lot on developing their portfolio (Arslan and Altuna, 2010).
 
[bookmark: _Toc498620686]2.7 What is a Service quality
Customer value proposition can be built if a company gives out a better quality service than their competitors. Any businesses will want to have a reputation on how they are performing better than their competitors. The key issue in service industry is to give out an outstanding service quality and satisfaction to its customers (Hung, 2003).

[bookmark: _Toc498620687]2.8 Starbucks on service quality
Starbucks stores are made to give out an enticing coffee-bar environment which plays a vital Part to its products and experience.  Starbucks main priority is to improve the inside of the store for its customers. Starbucks are providing globe cards to its customers as a way of attraction, so that they can be relaxed and spend time inside. Many Starbucks stores are located in locations where the atmosphere is vibrant and customers are very well aware of this and with the various coffees they provide. Starbucks are also located in office buildings, university campuses and in some rural and off-highway locations. Customers look forward more to the experience they have inside the store rather than the coffee itself (Gillespie, 2006). Starbucks are also operating some drive-thru and express retail stores in order for non-pedestrians customers to get a more convenient access to its stores. Customers appreciated the easy access to purchasing Starbucks product without having to leave their cars. The operated stores also have a huge range of fresh food and snack to offer, including products which are known to have high quality ingredients, nutritional value and flavour. Adding to that, Starbucks stores have a variety of pastries to choose from as well as breakfast sandwiches, lunch items and beverage-making equipment and accessories (Marketline, 2017). Starbucks always give a exceptional customer service by making eye contacts and greeting every single customer within a few seconds, cleaning the tables promptly and by remembering the names of regular customers (Schultz and Yang, 1997). 

From the above statement it can be seen that Starbucks are differentiating in terms of service from their competitors as they are proving a unique atmosphere inside the stores for customers to feel relaxed and enjoy their time as well as some drive thru stores making it convenient for their customers to purchase coffee etc. They also offer products which include high ingredients. However, the cost for creating a nice atmosphere for the store will be at a high price but it will be worth spending the amount as it will give out a great customer service experience. Grewal (2000) suggest that when quality service is being delivered to its customers then they will assume that the value will be good and will not resist in paying a high price.  

[bookmark: _Toc498620688]2.9 Starbucks on innovation
Starbucks have now made it available to order by using mobile phone. Mobile order and pay lets customers to order before going to the stores and then collecting it through an app, therefore, making it easier for customers having not to wait in the queues and more convenient. It is paid through the customer loyalty card which generates operational efficiency as it minimises credit card costs and the customers are also rewarded. This also allows quicker execution of orders. Wireless charging is now being developed in the US which is likely to please many customers (Lee and Suh, 2016). 

From the information above, it can be seen that Starbucks have invented some unique services for their customers and have a made themselves in achieving a higher rate of performances. A good innovation is essential in a worldwide marketplace in order to gain excellent performance (Bindroo et al., 2012).  

[bookmark: _Toc498620689]3. Advantages of a Differentiation Strategy
[bookmark: _Toc498620690]3.1 Perceived to be no Substitute product
Starbucks have the advantage to charge a higher price for their service they provide because their competitors are not offering the same exceptional service. There will be more satisfaction by the customers for the service Starbucks provide and will be difficult to be moved away to substitute products, for example, Starbucks have built a strong brand image with an atmosphere within their stores and serving high quality products which their competitors are not offering. This allows Starbucks to charge a higher price than any other café’s. Starbucks brand image will also prevent
customers moving away from substitute products (Kimmons, 2016).


[bookmark: _Toc498620691]3.2 Brand loyalty
Starbucks can build customer loyalty by satisfying and enticing them. This can develop a long term relationship (Gremler et al, 2001). When branding is done in a unique way, this will help Starbucks in grow the branding image and give out an optimistic impact towards its consumers. It can also leave their competitors behind the competition. The benefits of having a strong brand image will be that Starbucks can charge a premium price and new products will be acknowledged at a short time (Boundless, 2016). Starbucks marketing cost can be minimised in the long run when the brand can be easily recognised by consumers. With the recognition of the brand the risk of being unsuccessful can be minimised. The customer base and revenue can also be increased by branding (Linton, 2015).

[bookmark: _Toc498620692]4. Disadvantages of a Differentiation strategy
[bookmark: _Toc498620693]4.1 Higher cost leading to a higher prices
One of the disadvantages for Starbucks using a differentiation strategy is the high costs. They are investing a lot of money on their stores in order to make it vibrant with a nice atmosphere. This high cost will make Starbucks having to charge a higher price to its customers for its service. There can be many customers who cannot afford the required price. Hence, Starbucks may lose some of their customers while providing a quality service resulting in decreased sales (Porter, 1980).






[bookmark: _Toc498620694]5. Conclusion

In conclusion, it can be seen that Starbucks are moving towards a Differentiation strategy in order to become more sustainable and competitive. Starbucks are providing a good quality service for its customers with a relaxed feel and vibrant atmosphere within their stores allowing themselves in becoming more competitive and developing solid relationships. Starbucks have manages to sustain a solid brand image which will help them remain successful in the long term.

[bookmark: _Toc498620695]6. Recommendation

In order for Starbucks to remain competitive and sustainable, they will need to keep using the differentiation strategy for bringing in new unique products and services. Starbucks will need to invest more on building their brand image. Keep training their staff in order to deliver a pleasant customer service. Starbucks will need to keep coming up with new innovation ideas and keep up to date with any changes in the Coffee industry.
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