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1.0 Executive Summary
This report will: 
· Identify the competitive strategy adopted by Starbucks
· Analyze how Starbucks have achieved the competitive strategy
· Critically evaluate the strategy used by Starbucks
· Give recommendations so Starbucks can improve their performance in the future
The information within this report was collected from a variety of sources including textbooks, academic journal and Starbucks website.
This report found that Starbucks use differentiation strategy from Porter’s Generic Strategies. In order to achieve this strategy Starbucks have adopts the following methods to the company. 
· Product and Market Development
· Partnership
· Corporate Social Responsibilities
There are several of strengths on the differentiation strategy which Starbucks have adopted:
· Starbucks ability to charge a premium price because of brand loyalty and a good perception towards the company. 
· Starbucks have the ability to adapt to different markets and devise menus
· Being able to distance themselves from competitors and create competitive advantage

However, there are also a number of limitations of using the differentiation strategy which can affect Starbucks, such as:
· Higher in costs from suppliers
· Risk of imitation from competitors
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2.0 Introduction
2.1 Starbucks

	Starbucks Corporation which is an American company was founded in 1971 and is situated in Seattle, WA. Starbuck is specialize in roasting, marketing and retailing of their signature coffee around the globe. Starbucks has 19,767 company operating and licensed stores across 62 countries with 182,000 employees working. (Geereddy, Strategic Analysis Of Starbucks Corporation, 2013)They have variety of product mix such as roasted and handmade premium priced coffees, teas, array of fresh food items and variety of beverages. Besides, Starbucks also sell a various types of coffee and tea products. They also license their trademarks using other channels. For instance, licensed stores, grocery and national foodservice accounts.  Not just that, Starbucks also diversify its products by merging with other brand names and those companies are Teavana, Tazo, Evolution Fresh, Starbucks VIA, Starbucks Refreshers, Seattle’s Best Coffee,   La Boulange and Verismo (Starbucks, 2017). In the year of 2016 Starbucks has announced that company’s total profit is 21.31B$ (SBUX Company Annual Report, 2016)

2.2 Objectives 
This report will:
· Identify the competitive strategy adopted by Starbucks
· Analyze how Starbucks have achieved the competitive strategy
· Critically evaluate the strategy used by Starbucks
· Give recommendations so Starbucks can improve their performance in the future
      2.3 Strategy, Business Level Strategy, Competitive Advantage
· Strategy
According  (Johnson & Scholes, 2016) , they define strategy as the direction and scope of an organization over the long term, which achieves advantage in a changing environment through its configuration of resources and competence with the aim of fulfilling stakeholder expectations.

											
· Business level strategy
	Business level strategy is about the particular and distinct combination of products and markets dealt with by one business unit. A business unit might be a small, independent organization or part of larger one. In the first case, business and corporate strategy merge with one another and in the second, Strategic Business Unit level strategies must be co-ordinated with corporate strategy and with each other ( (Johnson, Scholes, & Whittington, 2016)

There are many levels in strategies in an organization, which includes:
· Corporate-level Strategy
· Business Level Strategy
· Operation Strategies

· Competitive advantage
	Starbucks have many competitors which is Costa, Coffee Beans and local coffee shop. In terms of competition and the forces, it is important for Starbucks to stay ahead or even with other companies concerning the innovative products. There are a lot of small companies produced new products with a premium quality but with a lower cost. 

 Salonar, Shepard, Podolny define strategy as
- "most forms of competitive advantage mean either that a firm can produce some service or product that its customers value than those produced by competitors or that it can produce its service or product at a lower cost than its competitors."

According to John Kay (1993: 14)  he has defines distinctive capabilities as ones derived from characteristics that others lack and which are also sustainable and appropriable. "A distinctive capability becomes a competitive advantage when it is applied in an industry or brought to a market."




	

2.4 Porter’s Generic Strategies
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Figure 2.3 Porter Generic Strategies Model. Adapted from Patidar, M. (2017, March 19). Marketing Notes - Defining Competitive Strategy. 
	 In Porter's Generic Strategies Model, a firm can applied competitive advantages or strength cost advantage and product differentiation in either broad or narrow market scope and identified following three generic strategies which is known as Cost Leadership Strategy, Differentiation Strategy and Focus Strategy. These strategies are applied at business unit level. These strategies are called generic strategies because they are not dependent on specific firm or industry. (Porter, 2004)
	Bothe the cost leadership and differentiation strategies seek competitive advantage in multiple sectors of the industry where as focus concentrates more on cost advantage (cost focus) or differentiation (cost differentiation) inn a niche segment (Porter, 2004)



	
											

3.0 Main Findings 
	Starbucks use the business level strategy to enable them to differentiate themselves from competitors such as Costa, Coffee Bean and McDonalds McCafe. Starbucks entered the coffee market and provide a premium and high quality of coffee beans and unique experience in many places which was different from the competitors (Pitek, 2009). Even though the cost are low Starbucks still has its own uniqueness from other products in the coffee market. Starbucks gift and brewing utensils are one of the focused differentiation. The in-store gifts and brewing utensils for coffee lover or customers are another focused differentiation category and all the unique items provide by Starbucks store are one of the attractions to attract customers (Lee, 2010).

3.1 Differentiation Strategy
	The differentiation strategy is achieved when an organization offers a product or service which differentiates from other products available in the industry. The product or service is perceived industry wide as being unique. Differentiation can be achieved across many dimensions, these include design or brand image, features. Technology, customer service and dealer network. To optimize the differentiation strategy a firm should differentiate across a number of three dimensions. In a differentiation strategy costs are not primary strategic target. If a film can correctly implement the differentiation strategy they can earn above average profits in an industry since they can obtain a position to tackle the five competitive forces (Porter, 2008)

3.2 Starbucks Differentiation
		Starbucks has use the differentiation strategy in producing the product hence as a result Starbucks has earned brand loyalty from the customers all over the world. Those methods are Product and Market Development, Geographical Diversification and Corporate Social Responsibility (CSR).

													

												
3.2.1 Product and Market Development
		Starbucks will continuously innovative the product based on the upcoming celebration and new season. For example, during Halloween Starbucks will come out with a new drink like Zombie Frappuccino  (TRIBUNE MEDIA WIRE, 2017). They also have a seasonal drinks like Pumpkin Spice Latte for autumn, gingerbread latte and red cups that symbolized Christmas. The seasonal beverages will add a sense of urgency for customers, who Qknow that if they miss the designated window to get their fill of those gingerbread lattes, they'll have to wait months for them to reappear. Not just that, Starbucks also will change the foods from time to time. Even though their focus is mainly on coffee, but Starbucks shows a willingness to look up on other areas for customer satisfaction indirectly it will increase the profit and beat up the competitors. The new lines of pastries and breakfast sandwiches could compete the fast food chain since Starbucks will cater a healthier food. (Bermain, 2017). Starbucks also have a string relationship with the customer through the social media. Starbucks continuously promote a friendly and interactive relationship with the customers by launching a website MyStarbucksidea.com in 2013 which shows the level form with the customers are very high. Customers are allowed to give ideas and feedback on products which some of the ideas are taken inconsideration. Starbucks don’t have to invest on research and development or satisfactory survey that are too costly and take time, thus this methods could save time and money (Haskova, Starbucks Marketing Analysis, 2016).
	
3.2.2 Geographical Diversification
		Starbucks stores usually has the most prime and strategic location across the globe. As we all know, they targeted a premium, high-visibility locations, premium and high traffic which includes downtown and suburban retail centers, office buildings, university campuses, and in certain highway locations across the world  (Geereddy, 2016). One of the main key to Starbucks’ success as a global coffee house chain is because they have the ability to adapt into different markets and verify the menus that suits with local tastes. Since the markets are across the globe, Starbucks provide different menu in each countries based on the demand on each country. For example in China stores they offer a menu of Chinese teas and treats like mooncakes while in South East Asia countries like Singapore, Indonesia and Malaysia some 
												

of the food that Starbucks cater contains chili since people from that region eat spicy food (Starbucks, 2017). 		 
3.2.3 Corporate and Social Responsibility
		The implementation of Corporate Social Responsibility is one of the main strategy for Starbucks. From the Starbucks Corporate website, it is clearly shown Starbucks has actively engaged with CSR. Starbucks supports the local community, local farmers and concern for the environment. Other than embracing the diversity, the commitment of Starbucks on engaging with the CSR standards give a good impact to the business. All these approaches that has been done by Starbucks are integrated into Starbucks’ business strategy and company culture. (Bruhn-Hansen, 2012). Starbucks has been working with more than 300,000 farmers across 30 countries in the whole world to make sure they produce the best quality of coffee beans in an ethical ways. They provided their farmers loans, support centers and incentives to help farmers reduce the environmental impact of coffee production. (Starbucks, 2016). By participating with the coffee and tea farmer Starbucks will be more ensure that the farmer are living in a good and healthy environment. It is the priority to save the environment through more eco-friendly stores, reducing water consumption or serving coffee in recyclable cups (Haskova, 2015). 

3.3 Strengths of Differentiation Strategy 
		3.3.1 Ability to charge a premium price
	Starbucks has a good and strong position in coffee house chain, thus it allows the company to charge a premium price on the product. Starbucks has brand loyalty from customers. Whenever Starbucks introduce a new products at a higher price, customers are willingly to buy even when they have never try the products before as thy associate to Starbucks brand (O'Ferrel, 2016). If an organization has brand loyalty the threat of cheaper competitors is minimal because customers can often associate the cheaper price and therefore stick to brand they know allowing the brand to change a premium price and increase the profits. 
	Starbucks are actively doing Corporate Social Responsibility, they have created a good relationship with the local community. It shows that they care about the environment and they are supporting their own local farmers. Since Starbucks have been committed with many official CSR, this will help them with their business and give them better reputation. They will become more eco-friendly when they care about the environment. For example using the recyclable cups. 
	3.3.2 Being able to distance themselves from competitors and create competitive advantage. 
	The differentiation strategy that Starbucks have adopted will create a rare and unique product that will show difference between them and competitors in the same market. By providing such products customers conclude that Starbucks are more superior which indirectly can lead to more custom. Starbucks will also gain a substantial organizations that perceived to be different which can attract consumers. By attracting more consumers, Starbucks will earn more profit. According to (Meek, 2003) the characteristics of differentiation strategy can enable an organization to gain a substantial competitive advantage. 
	3.3.3 Ability to adapt on different markets ad devise menus
	Since Starbucks are all over the world, they need to have a different menus in every countries that suits with the local taste. Starbuck have successfully adapting to different culture in each countries. Consumers are more attracted to go to Starbucks with the devise menu that they cater which indirectly give Starbucks more profit. According to (Roll, 2017)  in the Asian and Latin American countries, the importance of food consumption is high in mealtime. To take advantage on the issue, by having a differentiated food that suits to local taste could be an opportunity to Starbucks.  

3.4 Limitations of Differentiation Strategy 
	3.4.1 Higher Cost
		Since Starbucks are very recognizable in the whole globe, the suppliers may take advantages by increasing the price of raw materials that they provide. As we all know, a high quality of products are more costly. If a product are more expensive a company will have no choice but to increase the price of the product. The economy recession that happen in these few years can affected the profit of Starbucks since consumers will find a cheaper product as compares to Starbucks. Starbuck should seek an opportunity here (Pestle Analysis on Starbucks, 2017)

	3.4.2 Risk of Imitation from Competitors
		Starbucks are the most successful coffee shop in the whole world. Many competitors take any opportunity they have to compete with Starbucks. If Starbucks create a new idea in the product, the competitors will imitate the products to earn more money profits by doing a duplication or substitution. The higher risk is, the probability of the product could be better than the original product. If the competitors gains the competitive advantage they could potentially take the customers.
          
4.0 Conclusion
	By using differentiation strategy Starbucks can easily analyze the competitive advantage in the coffee house line. From there, Starbucks will identify their strong position in this market and the ability on charging the product in higher price to customer. 
Starbucks have used the differentiation strategy by:
· Working on  Corporate Social Responsibility to make sure the coffee beans are in  a high quality and maintain company’s good reputation
· Ability to adapt on different culture in each countries to ensure the consumers perceive them in a positive way.
· Product and market development by creating an innovative product to give uniqueness for consumers.
By using differentiation strategy Starbucks obtain such advantages, which are;
· Have the ability to charge a premium price as a result of customers loyalty
· Being able to distance themselves from competitors and create competitive advantage
· Starbucks have the ability to adapt to different markets and devise menus
There are also limitation for Starbucks such as:
· Higher in costs from suppliers 
· Risk of imitation from competitors as their new ideas and the possibility of the products are better
4.1 Recommendations
· Add in some new menu from the local country food
· Bring products from other country to another country to bring uniqueness
· Focus on the environment and health care of consumers
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