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Executive summary 

This report had three aims. Find out what competitive strategy Starbucks is using. Analyse the advantages and disadvantages of the strategy. Recommend any changes if needed. The report states that Starbucks use both a broad differentiation and emergent strategies. The report also found that Starbucks has lost its market lead to Costa and that these strategies are in need of some changes or additions to recover its market lead in the UK. The report has three recommendations which might help Starbucks. 
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Strategic management and sustainability assessment Starbucks

Introduction

The rise of Starbucks since its founding 1971 has been incredible. From one coffee shop in Seattle Washington to today where Starbucks has according to their own website 26.696 stores across the world. Starbucks has almost complete control of the coffee shop market with its main rival Costa Coffee not even coming close to its position. However any business even Starbucks do not become successful just because of what they sell and how they sell it. Business are successful because of the competitive strategies they put in to action. “A competitive strategy may be defined as a long-term plan of action that a company devises towards achieving a competitive advantage over its competitors after examining the strengths and weaknesses of the latter and comparing them to its own.” (Cleversim.com 2015) Starbucks become one of the world’s biggest corporations because of its competitive strategy. This report has three main aims. First is to discover what competitive strategy Starbucks have used. Second is to evaluate their competitive strategy to see its advantages and disadvantages. Finally to recommend any changes that could be made based on the evidence in the report.
Industry overview 
Starbucks market share is different in each of markets across the world for example in the UK Starbucks in terms of market share is only “24% which is well behind Costa Coffee 47%.” (Jarvis 2016) 
Starbucks competitive strategies 
Identifying Starbucks competitive strategy is important in understanding the coffee industry as a whole because Starbucks has an almost monopoly position in the market. Shuhana Yunos describes Starbucks competitive strategy as “You no longer need to be a coffee lover to walk into a Starbucks; they offer a wide variety of products that extend beyond coffee and its cousins. As mentioned earlier, you can come in for a cup of tea, a smoothie, a muffin or even a book on your way. This gives Starbucks a competitive advantage as they provide consumers with a wide array of product offerings that are made of high quality material, thus giving them reach into various market segments and customer pools while still staying in their industry.” (S. Yunos 2015) In describing Starbucks as a company which offers a wide selection of products to its consumers, Yunos seems to indicate that Starbucks follow’s a broad differentiation strategy. Dr Ivan Misner describes a broad differentiation strategy as “Seeking to differentiate the company’s product offerings from rivals’ in ways that will appeal to a broad range of buyers.” (Misner 2013) This fits Starbucks perfectly after all going in to Starbucks today is not just about buying coffee. You can buy cakes, tea, soft drinks, sandwiches and much more. Every October Starbucks sells its pumpkin spice latte which have proven to be very popular and is an example of how Starbucks has differentiate itself from its competitors. A sing of just how successful Starbucks differentiate strategy has been is the fact that’s its competitors have all tried to replicate Starbucks but have not been able to capture anywhere near the same success as Starbucks. 
However it is possible to make the case that Starbucks also embraces an emergent strategy.  Henry Mintzberg in his 1994 book The Rise and fall of Strategic planning that “Emergent strategy is a set of actions, or behaviour, consistent over time, “a realized pattern [that] was not expressly intended” in the original planning of strategy. When a deliberate strategy is realized, the result matches the intended course of action. An emergent strategy develops when an organization takes a series of actions that with time turn into a consistent pattern of behaviour, regardless of specific intentions.” (Mintzberg 1994) Mintzberg points out that an emergent strategy is one which reacts to events and then becomes a pattern of behaviour in future. A recent example is Starbucks recent decision to pay more tax in the UK to try and avoid damage done by not. Starbucks main strategy is its board differentiation but it like most business embrace an emergent strategy in addition in order to deal with unforeseen events that may arise.   
PESTL analysis 
A PESTL analysis can be very effective at analysing a business position and in this case seeing if Starbucks strategy is fit to much the problems and issues that it faces. “Without PESTLE analysis, environments that directly and indirectly affect business can go unnoticed. For example, you may overlook safety and consumer laws when developing the prototype of your product. Or you may not realize which technological barriers customers in rural areas face, compared to customers in highly populated areas.” (Frue 2016)
Political- Starbucks main political problem has been the issues of tax in Europe especially in the Untied Kingdom. “Starbucks paid £8.1m in corporation tax at a rate of 24%, above the UK corporation tax rate of 20% due to a one-off change in accounting practices. The tax contribution for 2015 was only slightly less than the £8.6m it paid over the 14 years after its 1998 UK debut, despite £3bn worth of sales in that time.” (Davis 2015) This has caused neuromas bad headlines and focused politician’s attention on the issue of tax avoidance. It does seem to have had a negative impact upon Starbucks. “Starbucks dropped 5 points from an average 61 out of 100 to a weak 56, according to research by consultancy firm Reputation Institute.” (Chapman 2017) Its here where embracing an emergent strategy could help Starbucks so that it can react quickly the peoples upset and be seem to be the good guy.
Economical- Starbucks like must business since the great recession of 2008 Starbucks have faced a number of problems. Slow and negative economic growth has dramatically reduced and within the UK the fall in pound and the raise of inflation as a result of Brexit UK customers are likely to face a bigger squeeze on their income meaning they are less likely to buy at Starbucks. Also hearting Starbucks has been the rise of competitors like Costa Coffee in the UK. Costa as seen early has a 49% share of the UK coffee market a fact that would shock must people. Here Starbucks differential strategy may no longer be as effective as it once was because it has widen its product range only for its competitors to copy them and race ahead. 
Social- Coffee houses like Starbucks have become a new form of social space mainly among young people. “Coffee houses have become a form of relaxation and socialising with friends, Often people spend more money coffee and they do not visit these places to simply buy and drink one.” (Yunos 2015) This is a trend which is going help Starbucks and perhaps maybe should form and key part differential strategy going forward. Thinking of their stores more as social space than a business could be key in brining in younger consumers who have the most disposable income. Starbucks has also fully embraced the use of ethical sourcing. “Ethical sourcing is the process of ensuring the products being sourced are obtained in a responsible and sustainable way, that the workers involved in making them are safe and treated fairly and that environmental and social impacts are taken into consideration during the sourcing process.” (Mcavoy 2016) Ethical sourcing is not the same as fair trade but it does follow many of the same rules and has many of the same goals. This is Starbucks trying to ensure the impact of its business is not just economical in the areas that it operates. 
Technology- Starbucks have embraced the internet and has built a working relationship Apple. “Starbucks is in a good position to enjoy benefits of the emerging mobile wave. Its partnership with Apple to bring app based discount coupons is helping it ride the mobile wave easily.” (Frue 2016) Today Starbucks also supports Apple pay which enable it speed up sales and help it develop a Technologic edge of over its main rivals. This is certainly where an emergent strategy will help Starbucks because if it keeps changing to embrace new technology it will bring in young consumers. 
Legal- As mentioned above Starbucks has been faced a number of problems with how much tax it has been paying. Starbucks has also had to deal with the introduction of a sugar tax in the UK. “Tax on drinks with more than five grams of sugar per 100ml will be levied by 18p per litre, while those with eight grams or more of sugar per 100ml will have an extra tax of 24p per litre.” (Forster 2017) Starbucks sells soft drinks in its store and a tax on them means prices will go up and thus less people will buy them. Adding to these problems are the uncertainly over Brexit and wither or not this will mean Starbucks will have to pay customs to get their coffee beans in to the UK.
Environmental- Starbucks has a major problem with its business model and the environment. That being coffee beans only grow along the equator meaning that Starbucks must import 100% of the coffee beans that it uses in its UK stores. This of course must be shipped across the world generating a large carbon footprint. Also a problem is the use of plastic cups by the industry. “It is estimated that coffee lovers in the UK get through 2.5 billion disposable cups every twelve months - translating into about 25,000 tonnes of waste. But only about one in 400 is recycled.” (Hayes 2017) This is bad for Starbucks since it try’s and present itself as environmental friendly and is a problem which will only get worse if not solved.  
SWOT analysis 
An SWOT analysis is as Alyssa Gregory puts it “A SWOT analysis is a strategic planning tool that helps a business owner identify his or her own strengths and weaknesses, as well as any opportunities and threats that may exist in a specific business situation.” (Gregory 2017) Using an SWOT analysis we can see the issue affecting Starbucks and if its strategy is solving these problems or making them worse. 
Strengths - Location. “Starbucks has stores in some of the most prime and strategic location across the globe. They target premium, high-traffic, high-visibility locations near a variety of settings, including downtown and suburban retail centres.” (Geereddy 2013) Starbucks is of course famous for opening stores across the street from each other and this helps them take advantage of different traffic flows to make money.
Weakness- Lack of unique products. “They don’t exactly have the most unique market. Plenty of other coffee shops, chains or otherwise, provide similar products and only lose out to Starbucks’ big name.” (Bush 2016) Here is where Starbucks broad differential strategy has become a problem. Once selling coffee, cake and fruit might have made them stand out, today it does not because all of Starbucks rivals do the same.
Opportunities- Change pricing. Just as Starbucks offers and wide range of products it should offer a wider range of price. This will help it bring back less well of customers from Costa Coffee.
Threats- Competition. Starbucks has faced the rise of Costa Coffee, McDonalds and Dunkin brand. “While these companies don’t pride themselves entirely on their coffees and teas, they offer products of a similar quality for a fraction of Starbucks’ prices.” (Bush 2016) As seen above Starbucks has already let Costa Coffee take almost half the coffee market and Starbucks might fall behind even more unless they change. 
Porter five forces 
Our last analyse is Porter five forces. Porter theory is based on the impact of competitors have upon your business. “A company can outperform rivals only if it can establish a difference that it can preserve. It must deliver greater value to customers or create comparable value at a lower cost, or do both.” (Porter 2008) 
Competitive Rivalry- In a free market competition is what helps deliver better products and services to its customers. In the UK Starbucks main competitor is Costa but McDonalds is also taking and increasing share of the UK coffee market. It was this increasing competition that lead to Starbucks embracing it’s a broad differentiation strategy. However as seen above Starbucks competitors have to embraced this strategy but have been able to do it at a lower price and take large parts of Starbucks market.
Supplier Power- “This is determined by how easy it is for your suppliers to increase their prices.” (Porter 2008) In theory Starbucks suppliers have a large amount power to increase price because coffee beans only grow in the coffee belt around the equator. However considering that most of this region are LEDC and its and industry dominated by big bands the reality its Starbucks can set prices for beans at a very low price because framers have little choice. With other products like cakes and fruit here suppliers have more power to set prices
Buyer Power- “This specifically deals with the ability customers have to drive prices down. It is affected by how many buyers or customers a company has.” (Investopedia 2017) Despite facing strong competition from Costa it would be difficult to say Starbucks customer have a lot of power. After all despite having fallen behind Costa in the UK coffee market its still retained its high price point. On pricing Starbucks seems very happy to focus on high end consumers and not embrace a broad differentiation strategy on pricing. 
Threat of Substitution- “This refers to the likelihood of your customers finding a different way of doing what you do.”(Porter 2008) How Starbucks is unlike must industries is not facing the prospect of the internet replacing how coffee is sold. However Starbucks has faced the rise of coffee drive though and vending machines which Costa have embraced while Starbucks have been slow to embrace change. Starbucks emergent strategy has not helped them be the front runners in finding new ways to sell coffee to the customer. 
Threat of new entry- “Your position can be affected by people's ability to enter your market. So, think about how easily this could be done. How easy is it to get a foothold in your industry or market? How much would it cost, and how tightly is your sector regulated?” (Porter 2008) Here Starbucks is a little bit safer since they, Costa and other big coffee chains have killed off must independent stores. Also braking in to this market will require huge capital investment in stores staff and coffee beans making it very difficult for new stores to come in a threaten Starbucks.    
Advantages to Starbucks strategy 

Starbucks strategies has many advantages. The broad differentiation strategy for example main positive allows “Company may charge a premium for its product or service. The company does so with confidence because of a highly developed and strong corporate identity.” (Leger 2016) This is something that Starbucks achieves well as they have a much higher price point than Costa and the consumer does not seem paying a high price for their pumpkin spice latte. While Starbucks products do apply to a broad range of people it is not the same as a diversification which is try and be all things to all people. Starbucks strategy allows to sell a wide range of products while also specialising to ensure products are of high quality. Starbucks also embraces and emergent strategy “Their decisions reflect shifts in consumer tastes, order sizes and practices of competitor businesses. In essence, the advantage of emergent strategy is that it leads a business to provide what the market actually wants,” (Dontigney 2016) Starbucks can react very quickly to meet the needs of the market. Also this strategy is very good for the PR aspect of the business and Starbuck can react quickly to good and bad news and allow Starbucks to try and keep their reputation. 
Disadvantages of Starbucks strategy 
As mentioned above as a result of Starbucks broad differentiation strategy allows them to sell products at a high price point. Now while some customers will not care some will and as a result be driven away from Starbucks and too low cost competitors like Costa. Also Starbucks has found that its competitors have just copied what made them successful. “Imitation is the sincerest form of flattery. A company that succeeds in implementing a differentiation strategy must worry about competitors' copying its business methods and stealing away its customers.” (Leger 2016) Other than branding what’s the differences between Costa and Starbucks not much is the answer. Starbucks emergent strategy also has its problems. “To use emergent strategy properly, there needs to be a strong strategic plan in place with a focused goal and accountability for results.” (Root 2016) It’s hard to say if Starbucks has a strong strategic plan but it is clear that they have done little to combat the rise of Costa 
Conclusion  
The findings is report show a competitive strategy for Starbucks which once worked very well but is today not as effective. Starbucks can not hide from the fact that while its profits may be increasing year on year, it is losing market share across the world and especially in the UK. Starbucks is finding that since it was the market leader for such a long time that its rivals have simply copy what once made Starbucks very successful. Starbucks was the market leader a decade ago with just over half the UK coffee market today it has only 24%. Starbucks has tried to play to its image as high market coffee shop which has helped keep its profits steady but without some serious change of some strategy, Starbucks will just keep falling and falling behind in the UK which is one the world’s biggest coffee markets.
Recommendations  
1. Focus on brining costs down to compete with Costa 
2. Fully embrace an emergent strategy and new technology 
3. Widen its range of products while keeping the high standards related to its broad differentiation strategy  
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