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Executive summary

This report will present Starbucks 's strategies and how they implement the strategies. This report will analyses , critically assess the use of Starbucks 's strategies, and finally summarizes the report recommendations.

This report found that Starbucks has used Porter generic strategy in the course of development and expansion. In order to realize this strategy, they has established a supreme brand image and comfortable environment. In addition, they provide first-class products and services for customers as their marketing strategy. What’s more, little number of franchised stores is their unique marketing channel.         
At the same time, being different also has a lot of advantages, it can be differentiated into three points, the first is the difference with competitors, improving the identification of a competitive advantage and making best use of public praise. The second is the high quality and service, so that customers somehow reduce the sensitivity of the price and willing to accept the price of Starbucks, the third is continuous innovation so as to bring attention to the customers and attract new customers, Starbucks got customers’ loyalty.

However, Starbucks uses this strategy also has the disadvantages. They can be divided into two points, the first is the imitation of the Starbucks characteristics from the competitors, the second is the high price of coffee may lead to some customers unacceptable, so no longer consume in Starbucks, resulting in lower profits.

In term of recommendation, Starbucks can consider brand extension strategy to make Starbucks coffee into the supermarket , at the same time, paying attention to the original high quality . 
Reallocating resources and intensifying staff training.

1.0 introduction

1.1 Starbucks

Starbucks is a young company while it has created one of the most valuable brands in the world，Starbucks Coffee company was founded in 1971，it is the world's leading coffee retailers and brand owners, in 1987,the current Howard purchase Starbucks,so this led the company into a development of the leapfrog.Starbucks, as first specialty coffee enterprise stock market, successfully entered the NASDAQ in America, and the company promoted the rapid growth of business and brand development. At present ,there are more than 16,000 coffee shops in the northern Latin America,Europe,the Middle East and the Pacific coast with more than 150,000 staffs. For a long time, Starbucks stores offer premium coffee, tea, by-products and high quality of service. Starbucks create a unique “Starbucks experience”around the world, becoming the comfortable workplace as well as the “third living space ". Meanwhile, Starbucks continue to feedback society through a wide range of activities that reflect corporate social responsibility and environmental enhancement.(Michele,2007）
1.2 Objective 

This report will:

Identify Starbucks’ strategy

Analyzing how Starbucks implements its strategy

Critical assessment of the strategy used by Starbucks 

Make recommendations based on the finding of the survey

1.3 strategy

At their most simple ,strategies help to explain the things that managers and organizations do. These actions or activities are designed and carried out in order to fulfil certain designated purpose,some of them are short-term, others are longer-term.The organization has a direction and broad purpose, which should always be clear ,articulated and understood.(Johnl ,2001). Strategy is important because the resources available to achieve these goals are usually limited. Strategy generally involves setting goals, determining actions to achieve the goals, and mobilizing resources to execute the actions. A strategy describes how the ends (goals) will be achieved by the means (resources). Strategy can be intended or can emerge as a pattern of activity as the organization adapts to its environment or competes. It involves activities such as strategic planning and strategic thinking.（ Mintzberg, et,al., 1996)

Starbucks uses business-levels strategy，business-level strategies are actions firms take to gain competitive advantages in a single market or industry(barney,et al,2006) .

1.4 competitive advantage 

A competitive advantages exists when the firm is able to deliver the same benefits as competitors but at a lower cost (cost advantage). Thus a competing products(differentiation advantage ）enables the firm to create superior value for its customers and superior profits for itself .（Porter,1999-2010）

1.5 Porter’s generic strategies

The primary determinant of a firm's profitability is the attractiveness of the industry in which it operates, an important secondary determinant is its position within that industry. Even though an industry may have below-average profitability, a firm that is optimally positioned ran generate superior returns.(porter’s ,1999-2000)

A firm positions itself by leveraging its strengths. Michael Porter has argued that firm's strengths ultimately fall into one of two headings cost advantage and differentiation. By applying these strengths in either a broad or narrow scope, three generic strategies result : cost leadership, differentiation, and focus. These strategies are applied at the business unit level They are called generic strategies because they are not firm or industry dependent. (porter’s ,1999-2000)

2.0 Main body 

According to the previous analysis, Starbucks uses business level strategy. At the same time, there are other competitors on the market. For example COSTA and NERO. Since that time, empirical research has indicated companies pursuing both differentiation and low-cost strategies may be more successful than companies pursuing only one strategy. （Porter，1990） 

Starbucks combines its capabilities with the use of differentiation strategy. At the same time, Starbucks effectively promote their brand and product in marketing through word-of-mouth unique strategy. Starbucks can be said as the largest and fastest coffee chain stores in introduction of new products, and it always walk in the front of the coffee shop, which let Starbucks become the object of imitation. What’s more, Starbucks invested huge amount of money in the research, including extraction technology to build their own scientific laboratory scientists employ espresso. Besides, this strategy let Starbucks gain strong ability product innovation and development. This is Starbucks' competitive advantage, they use the Potter theory of differentiation strategy so as to make best use of this advantage.
2.1 Differentiation Strategy

A differentiation strategy calls for the development of a product or service that offers unique attributes that are valued by customers and that customers perceive to be better than or different from the products of the competition. The value added by the uniqueness of the product may allow the firm to charge a premium price for it. The firm hopes that the higher price will more than cover the extra costs incurred in offering the unique product. Because of the product's unique attributes, if suppliers increase their prices the firm may be able to pass along the costs to its customers who cannot find substitute products easily.(porter’s genetic strategies ,1999)

2.2 Stuck in middle
A firm that is stuck in the middle will compete at disadvantage because the cost leader ,differentiators, or focuser will be better positioned to compete in any segment .if a firm that is stuck in middle is lucky enough to discover a profitable product or buyer ,competitors with a sustainable competitive advantage will quickly eliminate the spoils .in most industries ,quite a few competitors are stuck in middle.(poter,2004)

2.3 Starbucks Differentiation Strategy

Product differentiation is a business strategy whereby firms attempt to gain a competitive advantage by increasing the perceived value of their products or services relative to the perceive value of other firms’ product or services.(Jay B,2006)

Starbucks uses the differentiation strategy and has invested heavily in research and development, including the establishment of their own scientific laboratory, development of new products. At the same time, in the marketing strategy, Starbucks has created a global brand with little advertising investment. It comes from first-hand experience from customer. Therefore Starbucks has created a high degree of customer loyalty. Meanwhile Starbucks has also differentiated brand image.

2.3.1 Brand image

Branding also involves the company’s image and an amalgamation of the marketing mix, such as price, performance and quality(Blythe,2012)

Brand image also includes tangible display, which refers to the service provided by the environment, business and customer contact with other places.

Starbucks' LOGO is based on ink- green background, and the brand name of Starbucks is from an American novel named Moby Dick. Starbucks really like drinking coffee and he is a man of great character. In the middle of Starbucks logo is the goddess Sirens which originated from Greek mythology. She looks like a goddess with human body and the tail of fish but she always confuse sailors with beautiful songs. Starbucks' coffee is tempting through the combination of tangible elements such as the Starbucks express romantic attention and coffee culture values.(Michele,2007）
On the basis of brand image consistency, every Starbucks store presents a unique style .Most of the stores are designed by the headquarters of the United States according to the local culture, the characteristics of the business district and organic integration. Meanwhile, the different design styles of each store satisfy the emotional needs of fashion people for environmental aesthetics. Starbucks coffee bag is also carefully designed. Starbucks has different packaging designs for each type of coffee, each of them has its own logo, portrait, theme color and graphics, showing diversity and variation in the basic and unified artistic style. Starbucks' employees are young people dressed in casual clothes, giving people the feeling of vitality and happiness, the staff of this image is also a kind of tangible display, conveying Starbucks' pursuit of a relaxed life taste and elegant culture. This approach not only greatly attracted customers, but also improved its identification.

2.3.2 Marketing strategy

Nowadays ,the products are abundant, so people are not sensitive enough to price , the feeling brought from products and services its going to be predominant. So，marketing not only just a simple experience of products and services,but also it give consumers a spiritual experience.Starbucks is rapid expand in the world, it can be said to be marketing legend created by experiential marketing. The success of Starbucks relies on competitive power brought by standard services and a high-quality customer experience. Starbucks has successfully created a “coffee religion” characterized with the creation of a “Starbucks Experience”, it is this kind of customer experience marketing makes Starbucks extend its values and brand culture to the world, and establish their own exclusive domain in the unforgettable experience it offers. For example, in marketing activities, it launched various methods to create a totally new and true feelings for customer. Consumers go to Starbucks to enjoy the experience it offers, and Starbucks believes that coffee is only a way for manufacturing experience. Starbucks delivers a unique style to its customers through this way. This style is romantic. Starbucks strives to turn the customer experience in the store into an inner experience, making the beans romanticism, customers romanticism and everything romanticism. In environmental arrangement, Starbucks worked hard to make its coffee shop to be the “third space” and it become another “living room” of customers. Starbucks can meet with guest and also relax alone. Starbucks offers a unique customer experience through the management of the atmosphere, personalized in-store design, warm light, soft music and others. This is not only provide a good place for white-collar workers and people with this kind of need, but also makes customers strongly loyal.

2.3.3 Distribution channel

In term of the expansion of Starbucks ,they refuse to open the franchised stores.Due to its unique experience and service standard ,so it is a little difficult to reach those requirements in the franchised stores. In fact, high price of Starbucks source from brand success. Starbucks is strict with their operators who must have the same conceptions, values and services. However ,as investor of franchised store, they only regard Starbucks as a tool of making money. As franchised store, they have some certain rights to manage the stores while the parents company just offer some technology and related resources. The reason why Starbucks refuse to open the franchised stores because they want to guarantee the high quality. For example, .Starbucks will provide high-quality coffer for customers without caring waste. But as for the franchised stores, it is hard to say they can ignore the costs only for a tasty coffee. At the same time, some franchised stores want to make profits within a short time which will bring bad reputation to the image of Starbucks, so they refuse to open the franchised stores. Nowadays, some Starbucks have some partnership with licensed-store, they have the contracts with Starbucks and they get the permission of selling coffee, tea and related products. 

2.4 Strengths of a differentiation strategy

2.4.1 Creation of competitive advantage 

A resource-based view emphasizes that a firm utilizes its resources and capabilities

to create a competitive advantage that ultimately results in superior value creation.

（competitive advantage,1999-2010）In the market, Enterprise use resources or other aspects of the difference to attract customers and also bring high benefits for the enterprise.
Starbucks' unique marketing strategy is to improve the competitive advantage, but also as a the core competitiveness of Starbucks. Starbucks create differences in experience level，at the same time，it has premium coffee and high services.These  are all experience brought to costumers, and transform the cultural values of the employees to the customers to create a huge competitive advantages. It built loyalty with consumers so as to bring huge profits for Starbucks.

2.4.2 Ability to change a premium price

The company can readily pass along higher supplier costs to its customers because of the lack of substitute or alternative products on the market.（Pros & Cons of Differentiation Strategy,2017)By increasing the perceived value of its products or services,a firm will be able to charge a higher price than it would otherwise.this higher price can increase a firm’s revenues and can generate competitive advantages.(Jay B,2006)Products have good quality or service can be recognized by customers, the company can raise prices for customers to bear

First, because Starbucks gave a cup of coffee with richer experience and deeper culture, which makes itself different from its competitors. Coffee in Starbucks is more expensive than others, but it is recognized by its customers because Starbucks successfully makes coffee to be a Starbucks experience.This experience include the service, environment, coffee’s quality and the value of Starbucks itself . At the same time, the mainstream is the fashion crowd.

So, They have fixed customer  and the number of customers are steadily increasing. The higher prices also means Starbucks has more profit space compared to others, which will bring good benefits.
2.4.3 loyal customer

Having a loyal customer following helps stabilize the company's revenue and lessens the impact of market downturns because of customer loyalty in good times and bad.（Pros & Cons of Differentiation Strategy,2017)If a company is loyal to it’s

costumers ,it will be an important factor for the sustainable development of the company.

As Starbucks has its own laboratory dedicated to coffee research and has been providing customers with high-quality coffee, Starbucks products are constantly innovating. In today's market, they want to always ensure their market share. Starbucks grasp the product of continuous innovation of this differentiation, innovation. The accumulation of this proprietary technology of Starbucks in the innovation of new product which is  new competitors can not imitate.

so that their own development is different from its competitors, while this can give customers a new feeling, so they can attract new customers and ensure customers have the sense of loyalty.

2.5 Limitations of a differentiation strategy

2.5.1 Risk of imitation 

 Differentiation drives profitability when the added price of the product outweighs the added expense to acquire the product or service but is ineffective when its uniqueness is easily replicated by its competitors.（Thompson，2010）If one product or industry is growing rapidly with high profit, everyone will imitate it. This will be detrimental to the development of the company and the profits will fall.

As the threshold of coffee industry is not high, but the profits is high. As people's demand for coffee is increasing, Starbucks also has more and more competitors. Due to the unique marketing methods, high-quality and high-priced coffee, comfortable third space environment of Starbucks, the new entrant will mimic the attractive places of Starbucks, such as creating a comfortable environment.The packaging and coffee itself can be imitated.And the new entrants may have a share of the market.Costumers have more choices in coffee shops,the original competitive advantage will decline,

meaning that the original profit of Starbucks will decrease.

2.5.2 Higher Costs

the company may not have sufficient customer demand to offset its higher costs, which may lead to a loss.（Pros & Cons of Differentiation Strategy,2017)If some of the product cost is too high, resulting in high prices, so there are only two ways, one is the loss of customers, the other is the reduce of their own profits.
Because Starbucks has huge investment in research and development, including the establishment of a new product to develop their own scientific laboratory.It needs continuous innovation to develop new coffee, the high cost leads to high prices. While for high price products, some customers may not accept the high price. For the market is kind of crowded, so Starbucks is unable to lock all the customers, some customers may go to other coffee shop or buying supermarket coffee drinks which leads to the sales cannot further enhance ,the company's profit is in the same state.

3.0 conclusion

This report studies Starbucks' use of differentiation strategy, good sales channels, brand image, and unique marketing strategy for enterprises to gain a competitive advantage. At the same time, because of high quality products and services, high prices have also been recognized by customers.             
Starbucks uses the differentiation strategy of the first brand, a good brand image design and the environment, improving the customer identification, while continuing to attract new customers. The second is the marketing strategy for products and services customers experience so as to improve customer loyalty. The third is sales channels, Starbucks absolutely do not have the franchised stores so as to ensure the quality of Starbucks products and service quality.

The advantages of using Starbucks differentiated into three points, the first is the difference between competitors and Starbucks meanwhile making best use of public praise. The second is the high quality and service, thus customers somehow reduce the sensitivity of the price. The third is their continuous innovation and attention to customers and attract new customers.

Starbucks' use of differentiated faults is divided into two points, the first is the competitors can easily imitate the Starbucks characteristics. they also occupied the market share,but the high price of coffee may lead to some customers unacceptable, so Starbucks may loss a certain amount of consumers.                                                                                                                                                                                                                                                                                        
4.0 recommendation

In today's society, Starbucks is also rapidly expanding new branches in various countries. Starbucks should also maintain the original concept, adhering to high quality and high service.
Starbucks can consider brand extension strategy to make it’s coffee into the supermarket sales.On the one hand ,it can make the best use of resources and the Starbucks brand to seize the market ,at the same time,it can reduce the negative effect of Starbucks high-end brand.

With the quick development of Starbucks,  paying attention to staff training, high-quality staff is an important resource in competitions, otherwise it will cause the loss of customers. So  in the expansion of Starbucks ,adjusting the enterprise resources, allocating more resources to staff training.

5. 0 Reference 

 1.Mintzberg, Henry & Quinn, James Brian .,1996. The Strategy Process: Concepts, Contexts, Cases. Prentice Hall. 

1. Wright, Peter, Kroll, Mark, Kedia, Ben, & Pringle, Charles. 1990. Strategic Profiles, Market Share, and Business Performance. Industrial Management, May 1, p23-28.

2.  Gamble, Arthur A. Thompson, Jr., A.J. Strickland III, John E. 2010. Crafting and executing strategy : the quest for competitive advantage : concepts and cases (17th ed.). Boston: McGraw-Hill/Irwin. p. 149. 

3. quickMBA,1999-2010.porter’s genetic strategies.[online]

Available:http://www.quickmba.com/strategy/generic.shtml

[accessed 11 November].
4. Chron,2017,Pros & Cons of Differentiation Strategy[online]

Available:http://smallbusiness.chron.com/pros-cons-differentiation-strategy-21452.html   

[accessed 11 November].
5. quick MBA,1999-2010.competitive advantage.[online]

Available:http://www.quickmba.com/strategy/competitive-advantage/

 [accessed 11 November].
6.Starbucks，2017[online]

Available:https://www.Starbucks.com.cn/

 [accessed 11 November]

7,Jay B,B&William S.H.,2006. Strategic Management and Competitive advantage :concepts.Pearson Prentice hall.
8, Hooley, G,Piercy,N F &Nicoulaud, B.,2015.Marketing strategy and compeittive positioning,London:Prentice Hall.

9，Johson，G，Scholes，K & Whittington ,R.,2015. Exploring corporate strategy:Text and Cases,LONDON:Prentice Hall.

10, Dibb,S &SimKin,L.,2008. Marketing planning,London: Cenpage.

11,Porter,M E.,2004.competitive Advantage -Creating and Sustaining Superior Performance,London:Harper Collins.

12,MBAlib,2006-2017,differentiation strategy of Starbucks[online]

Available: http://doc.mbalib.com/view/a15f6613855dbb2f1594d9d26df53fd9.html

[accessed 13 November].
13,Michele,J.,2007,The Starbucks Experience,Beijing:Huaxia
14,Palmer,A & Hartley.,2008.The Business Environment, Maidenhead: McGraw-Hill.

15,Porter,M.W.,2004.competitive Advantage. New York:free press.

16,blythe,J.,(2012)essentials of marketing . essex: pearson education limited.
17,Thompson,J and Martin,F.,2012.Strategic Management:awareness and change ,London:Thomson.

18,Henry,A,M.,2008.Understanding Strategic Management.Oxford city press

19,Kotler,p.k,.2012.Marketing Management (2nd ed).essex: Pearson Education Limited
20,Porter,M.2004.Competitive Strategy:Techniques for analyzing industries and competitors.New York：free press
