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[bookmark: _Toc498100786][bookmark: _Toc498100802]Executive summary
This report contributes to research the competitive strategy utilized by Starbucks and presented several feasible recommendations through the analysis of its strategy. As Starbucks is one of the most successful coffee stores in the world, the research on Starbucks might be significantly meaningful, for its outstanding competitive strategy, attractive products and excellent marketing strategies. It is sure that Starbucks applied differentiated strategy to achieve the rapid development through establishing differentiated products as well as services, which surely make it become a place where cannot be replaced by a great number of people. However, there also are several problems of Starbucks needing to be solved. The over-intensive branches stores not only bring about its high costs, but negatively affect it quality of products and services, it is necessary to Starbucks to reduce the amount of its branches stores and contain its quality, for the most valuable characteristic of Starbuck is its original differentiated strategy.


[bookmark: _Toc498100787][bookmark: _Toc498100803]Introduction
[bookmark: OLE_LINK89][bookmark: OLE_LINK90][bookmark: OLE_LINK87][bookmark: OLE_LINK88][bookmark: OLE_LINK91][bookmark: OLE_LINK92]In 1981, Howard Scholes has found that there is a coffee shop called “Starbucks” ordering a great amount of coffee makers and the numbers of orders are even more than that of famous shopping centre, which surely made him curious so that he went to Seattle and tried to find the reasons of it. After Howard Scholes trying the taste of Starbucks coffee, he was fascinated to it and decided to invest it regardless of costs. Subsequently, as he occasionally inspired by the famous cafes in Milan, he has created the Starbucks coffee store to try to provide a cultural and comfortable drinking environment for consumers (Thompson, C. J., & Arsel, Z., 2004; Phillips, M., & Rippin, A., 2010; Plog, S. C., 2005). 

Without doubt, the charm of Starbucks coffee not only attracted Howard Scholes, but also attracted billions of coffee fans in the world. As one of the most successful enterprise in the world, Starbucks has maintained high-speed expansion and gradually became the most valuable brand in the global context. Based on the annual report of Starbucks (2016), there are over 12000 branches stores operated and more than 120 thousands employees working in the Starbucks, that is to say, Starbucks undoubtedly is the most extraordinary coffee chain in the world, operating many various types of products, comprising coffee beans, various hand-made coffee drinks, pastries, coffee machines, coffee cups and so on. It is fair to say that the success of Starbucks not only rely on its fabulous coffee drinks, but it excellent service and comfortable environment also. The competitive strategy of Starbucks is undoubtedly worth to investigate. 

[bookmark: _Toc498100788][bookmark: _Toc498100804]Definitions of major concepts
According to Michael Porter (1980), there are three strategies presented to summarise the outstanding measures of enterprises, consisting of cost leadership, differentiation and focus strategies, which demonstrates that it is essential for an enterprise to use the most suitable strategy in the correct industry as well as market environment. The cost leadership strategy demands the company establishes the efficient and high scale production facilities in order to strictly control and management costs in a series of aspects, including company development, services, marketing, advertising and so on. The focus strategy means that the company concentrates on the special consumer group in a specific regional market using a segment of a product line to promote its efficiency and competition.

[bookmark: OLE_LINK79][bookmark: OLE_LINK80][bookmark: OLE_LINK81][bookmark: OLE_LINK82][bookmark: OLE_LINK83][bookmark: OLE_LINK84]In terms of differentiation strategy used in this report, it proposes that the company needs to differentiate the product or services to establish several unique characteristic differentiating with other competitors among the same industry. There are a great number of measures to implement a differentiation strategy for the company, such as containing technology, performance characteristics, specific customer service and so on, which is surely a positive strategy to occupy the leading position among an industry, for the enterprise is able to defect the competitors using the differentiated products and services. 

As for the competitive advantages derived from differentiation strategy, enterprises enable to establish their stable positon and acquire higher profit by implementing the differentiation strategy owing to the reason that uniqueness perceived by customers can be created and the consumers’ sensitivity towards their products might decline, which allows the companies to compete with their replacement products. 

The following figure is the brief structure of Porter’s generic strategies.
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Figure 1
[bookmark: _Toc498100789][bookmark: _Toc498100805][bookmark: OLE_LINK57][bookmark: OLE_LINK58][bookmark: OLE_LINK59][bookmark: OLE_LINK60][bookmark: OLE_LINK61][bookmark: OLE_LINK62][bookmark: OLE_LINK63][bookmark: OLE_LINK64]Strategy and implementation of Starbucks
[bookmark: OLE_LINK251][bookmark: OLE_LINK252]With the rapid development of Starbucks, it has become a symbol of fashion and trend in the daily life of contemporary young people, which not only represents merely a cup of drink, but a well-known brand as well as a unique culture also. 

[bookmark: OLE_LINK5][bookmark: OLE_LINK6][bookmark: OLE_LINK45][bookmark: OLE_LINK46][bookmark: OLE_LINK41][bookmark: OLE_LINK42][bookmark: OLE_LINK43][bookmark: OLE_LINK44]According to the Porter’s Generic Strategies (1980), the differentiation strategy is able to create brand loyalty because of the differentiated products so that it is beneficial for the company to competing with competing alternatives compared with its competitors. Moreover, the differentiation strategy enables to create higher profit due to the premiums coming from differentiation itself. 

Without doubt，the differentiation strategy has been used in the Starbucks at its early stages, which is undoubtedly an extraordinary competitive strategy for the reason that it was able to acquire higher profit compared with others coffee shop through offering differentiated products as well as services (Thompson, C. J., & Arsel, Z., 2004). As one of the most successful multinational corporations in the world, Starbucks has branches in over 38 countries, with various store decoration and product lines. It is fair to say that each branch of Starbucks in the global context is fully integrated with its local distinguishing features and unique traditions, the branch store in Xi an, for example, there are an army of Chinese Terracotta Warriors murals drawing on the wall of stores, which are perfectly combined with the colourful as well as fabulous coffee atmosphere of Starbucks and still reserve its clean as well as simple in-store environment (Han, G. K., & Zhang, A., 2009; Esty, D., & Winston, A., 2009). Outstanding localization of the products and store environment enable to urge the local people to accept the international brands and then develop the new markets faster.

There is no doubt that “the Starbucks experience” is the core factor of Starbucks’ differentiation strategy, which drives the Starbucks becoming the unique place for majority of middle class office workers from an ordinary coffee shop. Since coffee drinks consumption is surely a sensual as well as cultural consumption decision, it is necessary to the coffee shops to try to create a unique cultural environment for affecting consumers. According to the Pine, B. J. and Gilmore, J. H. (1999), the experience is that people spend a period of time individually and produce a series of memory as well as feeling about it, which is fully utilized by Starbucks to build its core value of brand according to the changes of emotions and feelings (Michelli, J. A., 2006; Pendergrast, M., 2002; Thompson, C. J., & Arsel, Z., 2004). Furthermore, Starbucks is concentrate on the communication with customers via providing personalized services to produce individual experience, it write each customer’s name on the coffee cup and let them feel that they are unique so that the customer value as well as the brand preference towards Starbuck increase (Verhoef, P. C.et al, 2009; Mosley, R. W., 2007).

[bookmark: OLE_LINK3][bookmark: OLE_LINK4]Similarly, Starbucks has applied a great number of unique marketing strategies to attract consumers. As the high consumption of the coffee cold drink plastic cups, Starbucks created ‘Starbucks Cup DIY Portable Garden’ activities, which means that a package of plant seeds will be given as a gift when consumers purchase the takeaway coffee at Starbucks and there is the mobile code introducing the DIY steps can be scanned on the bag of coffee. Additionally, Starbucks designed a ‘emoji’ expression collection to follow the trend when it is prevailing to use ‘emoji’ as the marketing tool in the global market and then a Starbucks Keyboard app was produced with obvious Starbucks ‘emoji’ expression collection (Gallaugher, J., & Ransbotham, S. ,2010; York, E. B., 2010). Furthermore, since the WeChat marketing strategies is quite popular and efficient in China market because of the high usage of this mobile social app, Starbucks fully used the WeChat marketing strategies in China market through a series of advertisements posted by famous WeChat accounts basing on various demands of customers (Chua, A. Y., & Banerjee, S., 2013). 

Subsequently, Starbucks expend a significant amount of money on the benefits and training of employees. It employs workers from universities and community organizations and then provides 24-hour training regarding coffee production and expertise in order to ensure the image and quality of company (Smith, M. D., 1996). To control the producing quality, Starbucks tried to make all of its coffee products are baked indoors and rejected several favourable sales methods, comprising franchising and supermarket distribution. In addition, apart from utilizing specialty products, comprising refined pastries as well as foam-free mocha, Starbucks also paid attention to the computer techniques (Simon, B., 2008; Gibbons, P., 2011). The IT expert who has worked in McDonald’s was employed to design a one-stop sales system to make its managers enable to monitor their business much convenient, which contribute to the differentiate of its products and services as well as create its outstanding operation attractions.

As for the business operation model, Starbucks adopts a flexible mode combining the investment as well as cooperation according to various market conditions. To develop its global business, three commercial business model structures, consisting of Joint venture, license agreement and sole proprietorship, were used by Starbucks, which enables to apply various models basing on the different market environment. Although the develop of Starbucks might rapid increase if it sold its franchises in the global context, Starbucks still insisted to operate its company’s direct stores owing to ensuring the best quality control (Patterson, P. G., Scott, J., & Uncles, M. D., 2010; Marques, J. F., 2008). Starbucks will never mean to waste materials, but only provides the best quality coffee to customers in its direct stores. 

[bookmark: _Toc498100790][bookmark: _Toc498100806]Advantages and disadvantages of the strategy
[bookmark: OLE_LINK51][bookmark: OLE_LINK52][bookmark: OLE_LINK49][bookmark: OLE_LINK50]As mentioned in the article, Starbucks uses differentiation strategy to develop its global market through a great amount of methods, comprising roasting the coffee beans by extra heavy method, hiring the employees being interested in coffee and giving them professional training regarding coffee knowledge, trying to hold the courses for its consumers to make them know the roasting coffee, strengthening communication, and building excellent relationships with its customers. Apart from creating the extraordinary brand reputation, Starbucks’s differentiation strategy also attracts a significant number of coffee followers, for Starbuck pays attention to the store environment design with the specific designer groups, outstanding decorations and unique atmosphere, which surely allows Starbucks to become the best place to work and be relax for many people (Hsieh, T., 2008). Additionally, since Starbucks attaches great importance to the quality controlling through insisting to utilize the direct stores operation mode and straight supervising the whole operating processes from the stocking of raw coffee beans to finally sales in the store, it ensures its coffee quality and excellent store services Patterson, (Lingley, R., 2009; P. G., Scott, J., & Uncles, M. D., 2010; Reinhard, K., 2015). The outstanding operating mode undoubtedly establishes the topping brand image being difficult to challenge and imitate, which brings about the unshakable status of Starbucks in the coffee shop industry and make it to acquire an army of fans with high brand loyalty. 

Although Starbucks developed rapidly and generally became the unique place for a great number of people relying on its differentiation strategy, it also brings about several disadvantages. It is fair to say that the decisions of customers are not only decided through the difference regarding the products, but are related with the level of customers’ purchasing power so that the buying decisions might also be affected by the economic environment (Johansson, J. K., Dimofte, C. V., & Mazvancheryl, S. K., 2012; Perera, L. C. J.et al, 2012). In other words, Starbucks will face risk when the customers are not willing to pay for their experience, which means that the financial crisis enables to directly affect the sales of Starbucks. 

Moreover, since the rapid expansion of Starbucks’s globalization, the profit growth has declined with the increase of the amount of stores in the global context. Although the profits of Starbucks have still risen, the profit rate has fallen. Dense branches result in the fierce competition between each store of Starbucks for the reason that there are more than 4 branches within a radius of two km area in some cities (Michelli, J. A., 2006; White, B., & Moraschinelli, E., 2009). Similarly, the cost of the new employees has risen rapidly accompany with the growth of the amount of branch stores of Starbucks, for the higher demands of workforce and the pressure of following training, which not only reduce the profits of local stores, but negatively affect inheritance of the unique “Starbucks experience” also (Simon, B., 2011). To solve the problem of the downturn in profits, Starbucks tried to enhance its investment in equipment, ultra-automated fresh coffee machine, for example, Starbucks was willing to find an efficient method by using machines to replace workforce to acquire the cost advantage of differentiation strategy, which is contrary to the experience service it originally provided owing to the irreplaceable human services. 

[bookmark: _Toc498100791][bookmark: _Toc498100807]Conclusion
[bookmark: OLE_LINK69][bookmark: OLE_LINK70][bookmark: OLE_LINK71][bookmark: OLE_LINK72]It is clear that there are several results found in this report according to the competitive strategy of Starbucks. Without doubt, Starbucks has primitively applied to the differentiation strategy and occupied the leading position in the global coffee shop industry. To begin with, Starbucks has developed its differentiated products and services to promote its brand reputation and loyalty, and then, it began to pay attention to the store environment and atmosphere, which surely make it become the preferred choice for majority of middle class people to spend their relaxing time. In addition, Starbuck also concentrated on the recruitment and training of its employees, it has employed many experienced barista and technician experts to further expand its differentiation advantages, which brings about the rapid development of Starbucks in the global context. 

However, after several decades of globalization of Starbucks, the advantages of the differentiated strategy begin to slow down for the reason that the evolution of global context. The downturn in the global economy has affected the purchasing capability of consumers and the dense branches stores negatively influenced the quality of Starbucks, which undoubtedly brought threat to Starbucks. 

[bookmark: _Toc498100792][bookmark: _Toc498100808]Recommendations
[bookmark: OLE_LINK53][bookmark: OLE_LINK54]Obviously, the problems plaguing a great number of companies implementing the differentiation strategy have also bothered Starbucks this several decades. As it is tough for Starbucks to efficiently prevent the progress of its competitors relying on the differentiation strategy, whether maintaining its differentiation strategy or not seems to be a vital decision for Starbucks’s development (Thompson, C. J., & Arsel, Z., 2004). 

In terms of the coffee shop industry, there is no doubt that it is quite simple to copy and imitate a brand in this industry so that it is adverse for Starbucks to only rely on its differentiated products and services (Adamy, J., 2008; Schultz, H., 2012). Starbucks has to continually contain its innovation as well as speeding up the reaction with the market to copy with its strong competitors. 

[bookmark: OLE_LINK55][bookmark: OLE_LINK56]It is fair to say that the rapid expansion of Starbucks results in the weaker trend of its original strengths, for its initial success was derived from the differential strategy. As a significant number of competitors of Starbucks utilize the cost leadership strategy to acquire the strength on the cost, it is tough for Starbucks to compete in the price war with them and still maintain its unique differential style (Latif, M.et al, 2014). Therefore, it might be beneficial for Starbucks to try to slow its globalization and perfect its existing branches through several optional measures, comprising enhancing its marketing strategies and finding its initial style. 
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