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[bookmark: _Toc499209933]Executive Summary
This report will:
· Identify the strategy adopted by Starbucks,
· Critically evaluate the strategy used by starbucks,
· Offer recommendations at the end so starbucks can improve performance.
The information in this report was collected from websites, books and the starbucks website.
This report shows that starbucks use the differentiation strategy from Porter’s Generic Strategies. They incorporate these methods to achieve the differentiation stratgeggy:
· They are carrying out Corporate Social Responsibiltiy through ethical sourcing,
· Brand Perception,
· Product Variety.
By adopting th differentiation strategy starbucks have gained these advantages 
· Distancing themselves from the competition; aspiring to be 100% ethical which will give customer loyalty.
· Charging premium prices; giving the customer something that impacts them directly will mean they will pay higher prices for the coffee as well as all the product that are in the supermarket and for the home.
There are limitation that result from the differentiation strategy
· Competitors copying their products; competitors like Costa Coffee in the UK are doing similar things to starbucks so people could view them as being better and they would lose customers.
· Theres a risk of having to pay more money because of the copying of other competitors and the company then needing to develop new products.
The recommendations that could improve Starbucks’ performance are:
· Starbucks can keep some of their seasonal drinks  on the menu all year round so people are more likely to go to Starbucks when they want a coffee.
· To continue to use their social standing to doing more sustainable work
· Keep expanding the different ways they are gaining customer loyalty
· Advertise how they are using sustainable products.
· Advertise how they are 99% ethical in their sourcing and their efforts to get to 100%
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[bookmark: _Toc499209934][bookmark: _GoBack]1.Introduction
[bookmark: _Toc499209935]Report Remit
This report looks at the strategy Starbucks have implemented, and successfully achieved that strategy. As well as a critical evaluation of the strategy Starbucks have implemented. Recommendations will be offered from the findings, so that Starbucks can improve how they are using the strategy and how they can improve their performance. 
[bookmark: _Toc499209936]Background of Starbucks
Starbucks is a multinational company that operates more than 24,000 retail stores in 70 countries, although it started out as a single store in Seattle in 1971. When it started it was a roaster and retailer of whole beans, tea, spices and ground coffee (Starbucks, 2017). According to The Guardian, when Starbucks opened their first store in March 1971, their logo and mission statement were different to what they are today. The logo was brown and not the green mermaid that is used now. Their mission in 1971 was ‘to sell freshly roasted coffee beans’ (Guardian, 2015). In 2017, their website shows their mission is ‘to inspire and nurture the human spirit - one person, one cup and one neighborhood at a time’ (Starbucks, 2017). Starbucks was founded by Jerry Baldwin, Gordon Bowker and Zev Siegl, later in 1987 they sold Starbucks to employee Howard Schultz, who went on to develop Starbucks (Statista, 2016). Schultz already had a coffee shop when he bought starbucks he implemented all he had learned from his other coffee venture in Italy. In 2016 Starbucks had 39.8% market share in the U.S coffee chain industry (Statista, 2016). According to Forbes Starbucks has 254,000 employees and have sales of $21.67 Billion (Forbes, 2017).
[bookmark: _Toc499209937]Strategy
Strategy is defined as ‘the direction and scope of an organisation over the long term, which achieves advantage in a changing environment through its configuration of resources and competences with the aim of fulfilling stakeholder expectations’ (Johnson, et al., 2011).
Business Level Strategy
Business Level Strategy is defined as an ‘integrated and coordinated set of commitments and actions the firm uses to gain a competitive advantage by exploiting core competencies in specific product markets’ (Hitt, et al., 2015, p. 104).
[bookmark: _Toc499209938]Competitive Advantage
Competitive advantage is ‘the factor which enables a firm to compete successfully with competitors on a sustained basis particularly to satisfy consumer needs and wants (Doyle, 2011).  It offers a way to go beyond broad or unidimensional characterisations of competitive advantage. Competitive Advantage has helped make strategy more concrete and actionable (Porter, 2004).

[bookmark: _Toc499209939]Porter’s Generic Strategies
 Porters Generic Strategies focuses on three generic strategies that organisations can acquire to achieve above-average performance in the industry and gain competitive advantage, these three strategies are cost leadership, differentiation and focus. There are two variants of the focus strategy, they are cost focus and differentiation focus. (Porter, 2004)
The cost leadership and differentiation strategies seek to achieve competitive advantage in a wide range of industry segments while the focus strategies aim at cost advantage (cost focus) or differentiation (differentiation focus) in a niche segment (Porter, 2004). (Appendix 1)
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1. [bookmark: _Toc499209940]Main Body
Starbucks use the business level strategy which enable them to differentiate themselves from other coffee shops. The way Starbucks can differentiate themselves from their competition is their ‘third place’ environment where people can go for a coffee which is a third place away from work and home. Starbucks were able to implement this as Howard Schultz travelled to Italy in 1983, and was captivated by the romance of the coffee experience. Schultz left Starbucks and started his own coffee shop but came back and bought Starbucks in 1987, this is when Starbucks started to bring the feeling of connection into their shops (Starbucks, 2017). They achieved differentiation for competitors by adopting the differentiation strategy within Porter’s Generic Strategies.
[bookmark: _Toc499209941]Differentiation Strategy
A differentiation strategy occurs when an organisations products meet the needs of some customers in the market place better than others (Lynch, 2012). Having various products to competitors an organisation can charge a higher price than the average price of other organisations. A company uses differentiation when they want to be unique in their industry in areas that are widely valued by consumers, they select a few certain areas that they identify consumers perceive as important, they then position themselves in a way that meets those needs. It also means that they can then sell the products at a premium price. These could be through the products itself, branding of the product, the channels in which its being distributed as well as the marketing approach. There can be more than one successful differentiation strategy at one time if there are several important issues that are valued by consumers (Porter, 2004). A key part of a successful differentiation strategy is identifying and understanding customer needs as well as identifying competitor’s strategies.
[bookmark: _Toc499209942]Starbucks Differentiation Strategy
Starbucks are always one of the leading companies to produce seasonal drinks, whether their new products or products brought back, as they were so successful in previous years. They help their employees who work more than 20 hours a week by giving them health insurance (Groth & Lubin, 2011). They use Corporate Social Responsibility to ethically source their products as well as working with different charities that help look after the environment.
Corporate Social Responsibility
Starbucks uses their Corporate Social Responsibility, which is defined as ‘a commitment to improve community well-being through discretionary practices and contribution of corporate resources’, (Phillip & Lee, 2005) to promote sourcing products ethically and sustainably, Starbucks say they are ‘committed to offering high-quality, ethically purchased and responsibly produced products’. Their mission statement supports this as it shows how they want to help ‘one person, one cup and one neighborhood at a time’ (Starbucks, 2017). They have differentiated themselves from other companies by being very open and committed to using products that are ethical as well as looking at a healthy environment. On the starbucks website they comment that their vision is to elevate the partners, customers, suppliers and neighbors in the hope that it will create positive change. They want to be ‘innovators, leaders and contributors to an inclusive society and a healthy environment so that Starbucks can and everyone they touch can endure and thrive’ (Starbucks, 2017). Starbucks support the farmers that they purchase from as well as take part in forest conservation programs, they believe this helps ‘create a long-term supply of high-quality beans’ (Starbucks, 2017).  Wanting to 100% ethically source the coffee they use they have to help the producers to help expand their ethical sourcing efforts, in 2017 they currently ethically source 99% of their coffee, but they will not stop their efforts until that is 100%. Their buyers go to the countries and bean farms that they buy from to ensure and help the farmers succeed ethically (Starbucks, 2016).
Brand Perception
Brand Perception is described by Dunn as the mental image or judgement a customer holds of what a brand stands for (Dunn, 2004). Starbucks are famous for their red Christmas cups and it is an event that people anticipate every year. Sometimes people are disappointed by the designs where as others love them. In 2017 it was the 20th year Starbucks has offered their Christmas cups, however normally they are red. this year (2017) they are white with red accents. They are trying to encourage customers to get creative with the cups and colour the illustrations themselves. They are letting customers make their own cup if they chose too, with the option to colour in the designs. This could be because in previous years they have been criticized for their cups being to plain and not Christmas-y enough (see appendix 2) (Taylor, 2017). 
Starbucks is instantly recognizable as soon as you see their logo, but it didn’t always look the way it does now. Their theme was inspired by Moby Dick and Heckler and Bowker felt that names starting with “p” and “s” sounds where the most memorable names. In 1970 the logo was brown with a mermaid whose tail was forked and it had “Starbucks Coffee” on it too, but in 2011 they removed the “Starbucks Coffee” and the mermaid became more stylish and soft. (Holden, 2017) (See Appendix 3)
Product Variety
Starbucks offer a variety of different products, these include
· More than 30 blends and single-origin premium coffees
· Coffee, hot and cold espressos, Frappuccino (which they have trademarked), non-coffee blended, Starbucks Refreshers (which they have trademarked), smoothies and teas
· They offer merchandise like machines and products for your home
· Ready-to-drink products
(Starbucks, 2017)
Every year they release new flavours at seasonal times of year, sometimes they bring back products that were popular and they also do seasonal merchandise. One of the new flavours they released in 2017 was the pumpkin spiced latter which sold more 150,000 in the first two days of sales (Speculations, 2016)
Tnrough offering some of their products outside of their coffee shops, for example their ready-to-drink products they are selling their product in a different environment to what their competitors are currently doing. This has added to their competitive advantage.
[bookmark: _Toc499209943]Strengths of Differentiation Strategy
Premium Pricing
By offering customers what they find important that enables the company to charge premium pricing, a customer will pay more for something that directly impacts them (Porter, 2004). They can do this because they have the knowledge and confidence that customers will buy the product at that price. Through their use of ethically sourced beans and helping the environment, they know that they can charge higher prices and people will buy the product as they know they are drinking ethically sourced coffee.
Loyal Customers
As the organisation is offering their customers a product that impacts them and they are the first organisation offering the product a customer is likely to become loyal and not change to another organisation when they start producing the same thing too. If a customer is getting the same product on a consistent basis and can also see that starbucks is still trying to improve their Corporate Social Responsibility, the result could be that they would never go to another coffee shop even if it is implementing certain things better than starbucks can.

[bookmark: _Toc499209944]Limitations of Differentiation Strategy
‘Stuck in the middle’
If businesses use differentiation and cost leadership strategies they can end up getting ‘stuck in the middle’, they end up not offering high value for money and distinctive products that would be produced from a successful differentiation strategy. Companies end up having no competitive advantage. (Porter, 2004) They also then don’t offer low prices that come from buying from the cost leadership. It results in customers not knowing what they should expect from the company. Starbucks don’t have this problem as they only adopt the differentiation strategy, which results in them having competitive advantage.
Competitor Duplicating
A limitation of differentiation strategy is competitors can easily copy what has been done by the organisation and then it is not a unique product anymore. There also a risk that competitors will charge less for their product and then customer will move to buying their products. For starbucks, in the uk Costa Coffee is a big competitor as they also offer a variety of flavoured drinks and use different types of beans (Costa-Coffee, 2017). This can make it more costly for the business as they will have to make different products to be different. A competitor could be more successful in their development of the same products as starbucks which would result in starbucks having to develop something a lot better and could cost money that they don’t want to spend.
Main Body
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2. [bookmark: _Toc499209945]Conclusion
In conclusion starbucks is successfully implementing a differentiation strategy by wanting and working towards 100% ethically sourcing as well as working on saving trees and other ways to be sustainable. For 20 years they have had their Christmas ‘red cups’ which have become something people expect of starbucks. By making their logo recognizable people know who they are as soon as they see it.
They have gained a competitive advantage from implementing this strategy, this means they are able to charge premium prices for their products. By incorporating Corporate Social Responsibility into how they source their beans thye get the best products and they help protect the environment. They do this by supporting charities and going and visiting the places they are  buying their beans from. Their development of selling ready-to-go coffees in supermarkets has increases their competitive advantage.
The advantages of the differentiation strategy means they can charge premium prices because they have a product that is different to everyone else. They also gain customer loyalty by targeting what a customer is looking for, for example, someone who wants to drink coffee that has been ethically sourced starbucks can offer them their drinks.
But the limitations mean it is easy for competitors to copy their startaegy and their products and theirs also a risk of the products they produce being better than Starbucks. If this happens it can cost more for starbucks to make new products as they have to provide a different type of product.
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[bookmark: _Toc499209946]4.Recommendations

· Starbucks can keep some of their seasonal drinks  on the menu all year round so people are more likely to go to Starbucks when they want a coffee.
· To continue to use their social standing to doing more sustainable work
· Keep expanding the different ways they are gaining customer loyalty
· Advertise how they are using sustainable products.
· Advertise how they are 99% ethical in their sourcing and their efforts to get to 100%
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