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Executive Summary
This report will achieve:
   ◎ Confirm the strategy which Starbucks use
   ◎ Make a analysis how Starbucks carry out this strategy
   ◎ Evaluate the strategy which Starbucks adopted
   ◎ Provide some recommendation for Starbucks to improve the strategy that they used.
The relative information from this report was collected through all kinds of sources, it include academic books, textbooks, some academic sites and Starbucks website.
This report think Starbucks has adopted differentiation strategy from Porter’s generic strategies and they will use the following strategies to achieve this strategy:
   ◎ Make the corporate social responsibility as their primary purpose
◎ improve their brand perception
◎ exploit and develop related production
This report will introduce three advantages of this differentiation strategy which Starbucks has used and achieved, it include:
   ◎ Brand Loyalty; Starbucks can gain more consumer’s loyalty to their brand and attack more customer.
◎ No Perceived Substitute; through adopt differentiation strategy to get a competitive advantage than other competitor corporate.
◎ Offer a variety of production; by offer all kinds of production for different consumer to get more consumer and market share.
However, Starbucks also has two limitations about this differentiation strategy which they adopt, it include:
· Higher cost and price; company spend too much time, expense and human resource to research and exploit new productions lead to higher cost and price
· Imitation; competitor will copy their receipt which cost too much time and capital. Meanwhile they will steal the market share from Starbucks.
Finally, this report provide some recommendations for Starbucks to improve their performance, it has:
   ◎Continue to improve their corporate social responsibility and develop it to other field like food.
   ◎Use some method to get consumer’s feedback and make a analysis to it
   ◎Open mobile payment in more and more countries.


















1.0 [bookmark: _Toc498525752]Introduction
1.1 [bookmark: _Toc498525753]The background of Starbucks
Starbucks is one of the largest coffee company and coffeehouse chain in America and the headquarters was located in Seattle, Washington.. Starbucks' retail products have over 30 species of best coffee beans all over the world, handcraft espresso and so many sorts of hot and cold beverages, fresh and tasty pastries food and all kinds of productions like coffee machine, coffee cup (Simon, Bryant,2009).Starbucks was started in 1971 and as a single store to sell the whole bean coffee, spices and tea in Seattle’s Pike Place Market. Nowadays, they owned more than 22519 retail stores in 70 countries and the mission of Starbucks is “To inspire and nurture the human spirit – one person, one cup and one neighborhood at a time.”(Starbucks, 2017)
1.2 [bookmark: _Toc498525754]Objective
This report will achieve the following points:
  ◎Confirm the strategy that Starbucks use.
  ◎Analyse how Starbucks implement these strategies.
  ◎evaluate the advantage and disadvantage of these strategies that Starbucks used.
  ◎offer some suggestions to make Starbucks have a positive development to their performance.
1.3 [bookmark: _Toc498525755][bookmark: _Hlk498375018]Strategy
Alfred Chandler (1962) defined strategy as "Strategy is the determination of the basic long-term goals of an enterprise, and the adoption of courses of action and the allocation of resources necessary for carrying out these goals."( Alfred Chandler. 1962 n.p)
1.4 [bookmark: _Toc498525756] Business level strategy
There are three strategies level within corporate-wide and it include corporate-level strategy, business-level strategy and operation strategy. Regarding the Starbucks, the strategy which suit as Starbucks is Business-level strategy. Business-level strategy pay attention to match their activities and the overall goals about corporate-level strategy and navigating the markets which they have a competition with other competitor and they will have a advantage about financial or market and it's a competitive that related to other business in the whole industry(Dyer, Kale, and Singh.2004).
1.5 [bookmark: _Toc498525757]Competitive advantage
Competitive advantage was defined as the influence which the business over other competitor in the same industry and these advantage can be get by offer larger and better value to consumer, such as advertisement production or service use lower price or higher quality to attack consumer. (Porter,.1985).there are three forms of generic competitive strategy to gain or improve the competitive advantage, it include cost leadership, differentiation and focus(Porter.1985).
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This diagram was designed according to Porter’s Generic Strategies(Porter. 1980 Page39). Porter's generic strategies refers to how to make a company improve their competitive advantage in the market range that the company choose, there are three generic strategies: lower cost, differentiated and focus. Lower cost refers to adopt decrease cost to get more values and focus was defined as make specific strategy according to the different market, regarding the differentiation, this report will have a detail definition in the main finding. In addition, a company can choose one of two types of competitive advantage, either decrease the cost or take a particular goods and service to make customers feel that you offer more values than other competitor to get a higher price. A company also choose one of two kinds of range, either focus to offer production to the select part in the market or the whole industry (offer production to many market segments, The generic strategy describe the choice to the types and range of competitive advantage(Porter.1980)

2.0 [bookmark: _Toc498525758]Main Findings
Starbucks use of business level strategy is one of the most important reason why they will have a great different taste and value with other coffee brand such as Costa(Koehn et al.2008). Over the years, Starbucks always pay attention the quality of the coffee but they also research how to use unique products and services to attack and create greater and different value than other brand, so they launched a unique drinking production named Frappuccino and some peripheral product such as Starbucks card and Starbucks cup. In addition, they always concentrate on offer a excellent consumer service to their consumer(Stabucks.2017) after that, Frappuccino get a great successful for Starbucks and make Starbucks have difference than other competitor, The reason why they get so successful competitive advantage is they adopt differentiation from Poter’s Generic Strategies(Thompson McGraw-Hill.2013).
2.1 [bookmark: _Toc498525759]Differentiation strategy
Differentiation strategy is defined as a strategy which corporate adopt to make their productions, services and corporate image have a positive difference with their competitors to get a competitive advantage. this strategy concentrate on create productions and service which was treated as unique by the whole industry and consumer. There are so many types of ways about differentiation, such as production differentiation, service differentiation and image differentiation. The company can cultivate consumer's loyalty to their brand to achieve differentiation strategy. Therefore, differentiation strategy is a effective competitive strategy to make the enterprise get more benefits than other competitor in the same industry (Gamble, Arthur A. 2010)
2.2 [bookmark: _Toc498525760]Starbuck’s Differentiation strategy
Starbucks producing some special drinking which have all kinds of flavor like Frappuccino through achieve differentiation strategy to create a unique and great value than other competitor and they have earned consumer’s loyalty to their brand, meanwhile, they have also paid attention to improve a higher level of Corporate Social Responsibility(CSR), Brand perceptions and relation productions.
2.2.1 [bookmark: _Toc498525761]Corporate Social Responsibility
CSR is always one of the most important factor which they have a great difference than other competitor. CSR id defined as It is a form of enterprise self-discipline and combine business model. When the enterprise creating profits, undertake legal liability to shareholders and employees, they also need undertake responsibility to consumer, community and the environment, Corporate social responsibility require enterprises must beyond the traditional idea which make benefits as only target, underline concentrate on the people's value on the produce progress and contribute to consumer, environment and society. (Jobber et al. 2012)
The vision of Starbucks is working together to improve their partners, customers, suppliers and neighbors, they concentrate on creating positive changes and become innovators, leaders and contributors for inclusive society and healthy environment(Starbucks.2017). For this vision, they pay attention to purchase 100 percent ethically sourced coffee beans and make a partnership with Conservation International(Starbucks: source.2017).Meanwhile, they share their research and resources through farmers support center that was located on every coffee produce country all over the world to improve their productivity and sustainability, they are opening to the farmers despite whether they sell coffee beans to me or not. In addition, they have donated several millions of disease-resistant trees to help farmers resist the threats from coffee leaf rust and they have invested $50 million to farmers though their Global Farmer Fund program to make them renovated farm or adopt more sustainable approach. Overall, Starbucks has invested more than $100 million to support the coffee community and Farmers' cooperation project and other plans, it include coffee and farmer equality (C.A.F.E.) practices, farmer support centers, farmer loans and forest carbon sink projects, all of these programmes will support directly to improve farmer's  livelihoods to ensure they can offer higher quality of coffee for the whole industry in the long term. (Starbucks.2017).
For another example, Starbucks has returned their consumer through give a discount when they use Starbucks cup since 1985,. For promote this production, they have launched special promotional activities in 2010 and April 2011 to offer free coffee for the consumer which bring Starbucks cup. In 2011, the Consumer has brought their Starbucks cup to the coffee store over 34 million times and saving over 1.5 million pounds of paper from refuse landfill(Starbucks.2015).
2.2.2 [bookmark: _Toc498525762] Brand Perception
Brand perceptions are formed by sum from the consumer's experience to the company's Brand. In short, when consumer believe the value of productions which they gain, they will buy purchase it and their attention will be dissociated by some key factors such as perceived quality from so many alternative choices to one or two types of production (Daye.2017)
Starbucks always measure which factor promote consumer's perception to the brand and they think the most important factor is relationship from consumers to partners. Among customers that consider purchase Starbuck's production, 47 percent of consumer on the account of the relationship between partners and customers( Matt Ryan. 2014). Therefore, they adopt two development strategy:
Create the second largest business for tea(create Teavana). Starbucks has announced that entry into the final agreement with Unilever to purchase the assets from Tazo brand on November 2nd 2017, it include iconic recipe, intellectual property rights and inventory around 384 million dollars. After that, Starbucks will issue a single tea brand strategy and concentrate on their super and high quality of tea brands :Teavana. Starbucks will continue invest to the growth, creativity and development of their tea brand within and without their stores, The tea species of Starbucks always keep a increase tendency in the range of world and Starbucks will build the Teavana business to over 3 billion dollars next five years.over the past 12 months, Starbucks has sold Teavana drink over 160 million dollars in the Starbucks store.(Starbucks.2017) 
Improve convenience and brand engagement through smartphone business platform and open up the payment for mobile orders and delivery (Matt Ryan.2014). For example, Mobile order and pay was launched by Starbucks in Portland is the newest edition and largest mobile ecosystem all over the world. In addition, There are 47 million transactions each week through mobile pay and order system and 12 million consumers always use Starbucks mobile application to buy coffee(Brotman.2014).  
2.2.3 [bookmark: _Toc498525763]Related production: cup
The related production of Starbucks is another important factor to differentiate Starbucks than other competitor (Blnakson and Kalafatis.2007). Meanwhile, it’s one of the most important reason to make Starbucks have a great success and occupy half of coffee market, There are so many types of related production about Starbucks but the main production is Starbucks cup. 
Starbucks has always issue some special design cup with some famous brand or star like Swarovski and Tiffany, For example, Starbucks has issue four cups which have unique design with Lady Gaga and special drinking. Meanwhile, every consumer have bought this types of drinking or cups from June 13 to June 19, Starbucks will donate a quarter of a dollar to Born This Way foundation of Lady Gaga and Channel Kindness program (Channel Kindness program is a project from Born This Way foundation, it empower young people to record their well-meaning stories in their world and they     believe compassion and kindness are key to establish positive community.) (Starbucks.2017).
2.3 [bookmark: _Toc498525764]Strengths of a Differentiation Strategy
2.3.1 Brand Loyalty
A effective product differentiation strategy will create the consumer's brand loyalty to their brand and the same strategy can gain more market share through perceived quality and saving cost to create consumer's loyalty. they consumer must continue to offer quality and value to their consumer to preserve the loyalty from consumer. When the product can't preserve its quality in the competitive market, the consumer can select other competitor (Kelchner.2008). Starbucks always pay attention to the resource quality of coffee and maintain the brand value and image and these strategies save and gain consumer’s brand loyalty for Starbucks. This strategies will help Starbucks to make a great and positive implications in the whole industry, it will lead to Starbucks get more order about coffee and profits.
2.3.2 No Perceived Substitute
No perceived substitute is defined as a differentiation strategy which concentrate on quality and design and this type of production will make consumer think there are no substitute goods in the Market. Although competitors make a similar production but differentiation strategy pay attention to the design difference that other production don't have. the production gain advantage because consumer believe this products is unique (Kelchner.2008). 
Starbucks cup always maintain the consumer’s loyalty in the whole market depends on their unique cup design, they will design and produce all kinds of cup according the festival or issue some special cup with other brand. For instance, Starbucks has launched their first color holiday cup in this year, their designer about this cup was begin at a pair of hands which holding a red coffee cup, a carols at the past few years, connected to spinning ribbons, picturesque holiday scene and splash about red and green. “This year’s cup is intentionally designed to encourage our customers to add their own color and illustrations,” said Leanne Fremar, executive creative director for Starbucks. “We love the idea of everyone making this year’s cup their own.”(Starbucks. 2017).Overall, the unique design make Starbucks cup have no substitute in the coffee market and Starbucks will sale more cups to get more benefits because of less competitor and bigger market share.
2.3.3 Offer a variety of production
production differentiation can provide a wide variety of productions for consumer from different market segments to select and company will research and exploit unique productions to return the preferences of consumers rather than single production through offer a wide range of products or services to the market. Therefore, production differentiation is a effective methods to improve customer response capabilities (Williams.2017). Starbucks pay attention to make a research to their local market. For instance, they make a food survey to Seattle and other American cities to understand which food people would like to eat and have a great sale. Meanwhile, they also to analyse the consumer's feedbacks to their lunch menu at present. Finally, they exploit a new lunch menu named Mercato to provide different food for different customer (Hernandez.2017). This strategy help Starbucks get more customer, market share and profits.
2.4 [bookmark: _Toc498525765]Limitations of a Differentiation Strategy
[bookmark: _Toc498525766]2.4.1 Higher Costs and price
The demand of consumer always changing with time, company only overlook this disadvantage and update constantly new production to attack the consumer's loyalty, But product differentiation need large amounts of resources to have a market survey and understand consumer's demand, product development, delivery, advertising and monitoring. Finally, the consumer bear these costs and use a higher price to purchase these productions (Williams. 2017).
Starbucks has spent too much time resources, manpower and capital to improve the quality of the coffee bean and through make a market research to know consumer's demand to coffee, drinks and food, these costs have use improve price to make consumer bear it. For example, Starbucks has improved price of some drinks in 2016 and the reason is rising coffee costs and give a raise to their employees(Wahba.2016).            
2.4.2 Imitation
Imitation is the biggest problem to a company which succeed to achieve differentiation strategy and they must worry about their competitors copy their business way and newest technology to steal their consumers(Porter.1998).  On the one hand, the unique receipt help Starbucks to get a successful position in the coffee market. On the other hand, this receipt also attack more and more competitor to steal and copy. There are at least fifteen drinking receipt from Starbucks was copied by competitor even common people, it include Frappuccino, passionfruit Tea, White hot chocolate and Green Tea Lemonade etc.(BuzzFeed. 2016). This condition will lead to Starbucks get less market share and profits.


























3.0 [bookmark: _Toc498525767]Conclusion
Starbucks gain a great differentiation and competitive advantage than other competitor in the whole coffee market through adopt differentiation strategy. Meanwhile, Starbucks gain the consumer’s brand loyalty and always maintain leadership position in the same industry since they have a great differentiation and competitive advantage.

Starbucks have adopted the differentiation strategies include：
◎ Make sure they can get best coffee bean resource through pay attention to their corporate social responsibility.
◎ Adopt seven development strategies to maintain brand loyalty of consumer and improve their brand value to consumer
◎ Through design unique Starbucks cup to save cost and attack consumer.

The advantage of differentiation strategy about Starbucks include：
  ◎ Gain consumer’s brand loyalty and gain more consumer and market share
  ◎ Through unique designer to the relation products to improve consumer’s perceive to this cost
  ◎ Through offer all kinds of production to different consumer to attack more consumer and gain more profits,.
The disadvantage of differentiation strategy about Starbucks include：
  ◎ higher cost to the resource and market research lead to higher price
  ◎ The drinking’s receipt was stolen by other competitor lead to Starbucks get less market share.







4.0 [bookmark: _Toc498525768]Recommendation
◎ To maintain their corporate social responsibility and expand it to other industry about Starbucks such as other drinks and food.
◎ By using some activities and give discount to gain the consumer’s feedback such for saving cost 
◎ expand mobile payment to other countries.
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