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Starbucks- “To Inspire and nurture the human spirit – one person, one cup, one neighbourhood at a time”.


[image: ]



Table of Contents
Executive Summary	3
Introduction	4
Starbucks                                                                                                                                        4
Objectives                                                                                                                                       4
Background of Starbucks                                                                                                             4
Strategy                                                                                                                                          4
Busniess level Strategy                                                                                                                5
Competetive advantages                                                                                                            5
Porter’s Generic Strategies                                                                                                         5
Main Body      	6
Differentiantion Startegy                                                                                                             6
Implementation of strategy                                                                                                        7
Innovative                                                                                                                        7
Power of Brand name                                                                                                    7
Strengths of a differentiation strategy                                                                                      7
Diverse products and offers make them unique in the market                             7
Ability of charge premium price                                                                                  8
Competitive advantages                                                                                               8
Limitations of a differentiation strategy                                                                                   8
3.4.1 High price                                                                                                                8
4.1 Conclusion                                                                                                                                           8
4.2 Recommendation                                                                                                                              8
Reference:                                                                                                                                                 9
























1. Executive Summary
This report will:
· Identify the strategy adopted by Starbucks,
· Analyse how Starbucks achieved the strategy adopted,
· Critically evaluate the strategy used by Starbucks and
· Offer recommendations based on the findings at the end so Starbucks can improve performance.
The information within this report was collected from variety of sources including academic and marketing journals, textbooks, articles and Starbucks website and repots.

This report found that Starbucks use the differentiation strategy from Porter’s Generic Strategy. In order to achieve this strategy Starbucks adopt the following methods:
· Innovative
· Brand name power
There are a variety of strengths of the differentiation strategy which Starbucks have gained by adopting the strategy, these are:
· Diverse products and offers make them unique in the market
· Ability to charge a premium price
· Competitive Advantage
However there are also a number of limitations of using the differentiation strategy which can affect Starbucks, such as:
· Higher cost
The recommendations which could possibly improve Starbucks performance are:
· Expanding their stores Africa and Middle- East
· Creating new products according culture and continentals 
























2. Introduction

2.1 Starbucks
Starbucks is American based, the largest coffee producing company and coffee house chain in the world. It was set up by Jerry Baldwin and Gordon Bowker that attention on forceful advertising. It was right off the bat opened in the nation known as Washington and it went into the UK marketing in this way the clients additionally appreciates the superb administration alongside the atmosphere. Starbucks has ceaselessly centered around persistent advancement and development as far as extension of its operations, speedier systems and conveyance benefits and additionally different operations around the world. Starbucks do puts stock in high caliber of espressos it manages rich type of Italian coffee (Hawley, 2017). 


2.2 Objectives

This report will:
· Identify the strategy adopted by Starbucks.
· Analyse how Starbucks have achieved the strategy.
· Critically evaluate the strategy used by Starbucks.
· Offer recommendations based on the findings so Starbucks can improve their performance.


2.3 Background of Starbucks
At first Starbucks opened in 1971, a single store in Seattle’s historic Pike Place Market, by three local businessmen to sell high quality whole beans coffee. The brand name, inspired by Moby Dick, evoked the sentiment of the high oceans and the marine custom of the early espresso dealers. In 1981 when Howard Schultz went by the store he intends to fabricate a solid organization and grow great espresso business with the name of Starbucks. Starbucks air is to give high caliber of espresso to its customer and intend to accomplish item development, retail extension and give benefit quality to long term. In 1990 Starbucks expand its headquarters in Seattle and also build a new roasting plant. In 1990s Starbucks opens 60 retails shops in United Kingdom. Today, with more than 15,000 stores in 50 countries, Starbucks is the premier roaster and retailer of specialty coffee in the world.


1.4  Strategy
Johnson et al. (2009, p.298) defines 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 competences with the aim of fulfilling stakeholder expectations”. (Johnson et al, 2009, p.298)

Starbucks receive diverse kind of strategy to construct its marking in the market. Starbucks has quantities of capacities likes marketing administration and its outlets as clients implies its areas which implies it is where clients can unwind from work or home and its production network administration. As indicated by Porter (1998) there are three sorts of fundamental procedures an organization can use to build up itself like cost administration, separation itself from the others and concentrate available. Cost leadership has the strategy of build up a minimal effort item however it has a high quality and furthermore lessens operational cost. Differentiation implies a strategy which is unique and self made strategy.


2.6  Business Level Strategy
Hill & Jones. (2008, p.110) defines as
Business-level strategy is the “plan of action strategic managers adopt to use a company’s resources and distinctive competences to gain a competitive advantage” Hill & Jones. (2008, p.110).
Business level strategies are characterized as far as the distinctions in the association's attributes, which are applicable for its aggressive achievement, or disappointment in the business of its operation. Hence, every association will have an unmistakable business level procedure for each of the distinctive ventures that it works in, and the qualities of that company's business level system would be measured against the standards applicable to the normal for the business that it works in (Beard & Dess, 1981).


2.7  Competitive Strategy
According to Lynch competitive advantage can be explained as “the significant advantages that an organization has over its competitors” (Lynch, 2003, p.817). These advantages mean a organization can create more value than their competitors in the market (Lynch, 2003). When a firm or organization can creates more economic value than their rivals or competitors they can achieve their competitive advantages more easily (Barney & Hesterly, 2006). 

Starbucks are very focused on these and they are very advanced at taking the competitive advantages such as Good Services, Offering premium mix products, Store’s concept and Heavy distribution channel. 



2.8 Porter’s Generic Strategy 
From the statement of Michael Porter an organisation can adopt three types of competitive advantages known as: Low Cost, Differentiation or Focus. To develop any organisations performance or achieve their target, they can adopt these tree generic strategies combine with their overall activities. “The focus strategy has simple classification into 2 parts; cost focus and differentiation focus (Poerter, 2004)”. 

“Cost leadership and differentiation, both strategies petition advantages in multiple sectors of the industry where focus concentrates more on cost advantage (cost focus) or differentiation (cost differentiation) in a niche segment (Porter, 2004)”. 
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Figure 1: Porter’s Generic Strategy (Porter, 2014)


3. Main Findings

As mentioned previously Starbucks use the business level strategy to make them unique and easily create the differentiate themselves from competitors such as Costa, Coffee Bean, Mac Café. Starbucks started as producing and selling coffee beans but they entered the market of ready coffee and other similar beverages, and they are now leading the the industry as a coffee king company (Hawley, 2017). Howard Schultz (Starbucks chairman, president and chief executive officer) after joining Starbucks he travelled to Italy and became captivated with Italian coffee bars and the romance of the coffee experience. “He had a vision to bring the Italian coffeehouse tradition back to the United States. A place for conversation and a sense of community. A third place between work and home (Starbucks, Our Heritage).” From the beginning, Starbucks are not only about selling coffee, they are more to create connection with their customers. Starbuck's company can match with differentiation strategy from the Porter’s Generic strategies due to this strategy offers "unique attributes that are valued by customers. Customers can perceive the product or service different from the competition". (Internet Center for management and business administration, Inc. n.d.)



3.1  Differentiation Strategy
“The differentiation strategy call 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 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, 2008). 

“By using the differentiation strategy an organisation will produce non-standardised products which attract customers who will happily pay for a unique product despite the potential higher costs (Hitt, et al, 2006). Mostly with a differentiation strategy a firm can change a premium price as the product or service offers high quality which customers can value more. Accordingly a firm will concentrate more on improving up their items to separate them as opposed to limiting their expenses (Hitt, et al, 2006).


3.2 Implementation of the Strategy
3.2.1 Innovative
Starbucks is always on the scan for new and creative intends to build up their products and also grow new items (De Kluyver and Pearce, 2009). The items are produced with emerging from their opposition. It accordingly helps in the differentiation of the items. Starbucks have prevailing with regards to stretching out their separation to different regions of operations too. Starbucks utilizes a sourcing approach that is reasonable and dependable keeping in mind the end goal to differentiate it from its rivals that don't take after such measures (Porter, 1980). While the majority of the contenders of Starbucks including McDonald's and Costa used a system of cost differentiation, Starbucks' methodology of utilizing differentiation of products was a totally new approach that helped it in getting to be noticeably one of the monsters in this field (Eldring, 2009). Starbucks' approach of differentiating itself in issues of items and vibe gave it the truly necessary edge over its rivals yet it should be remembered that such differentiation strategies are on an ascent in advanced contenders. In such a case, Starbucks must build up a framework that gives a steady advancement keeping in mind the end goal to differentiate itself. Starbucks always get new creation for special festivals or holidays. They also have different categories of products according the country and cultural demand and customers preferences, such as in Malaysia Starbucks offer specific products as festivals like Chinese New year, Divali and Hari Raya, also they have colourful lattes those matches with their festivals (Starnews, 2016).

3.2.2 Power of Brand Name
[bookmark: _GoBack]In any case, while nature of the item can be an awesome premise of differentiation, it must be supported by mark picture also, which means different product offering add a value to the brand name. Starbucks has made a particular and moral brand picture which concentrates on morals inside and also outside the association. Aside from the picture of a moral brand, Starbucks has additionally made an unrivaled affair for its clients. It is known for great client administration and kind disposition as well. The picture of a client agreeable brand that sources 99% of its beans morally is great as far as advertising as well. Starbucks has demonstrated that awesome client administration can be a wellspring of upper hand. Today, it has more than 22,500 stores open over the world. These stores give an unwinding vibe that enables the clients to lose the days' anxiety. The warm and inviting feel inside these stores is likewise an essential driver of offers and income. Grinning baristas inside these stores are more than willing to impart their insight and experience to the clients.




3.3 Strengths of a Differentiation Strategy
· Diverse products and offers make them unique in the market: From the differentiation strategy a firm can make distance themselves from their rivals in the market by offering or creating rare and unique products (Meek, 2013). Refer to Starbuck's case study, “it announced that the company tries to produce and selling various products such as foods, desserts, book and movie including music. (Koehn, Besharov, Miller, 2008)”. 
· Ability to charge a premium price:  intend to give consumer loyalty to give uniqueness of getting a charge out of Starbucks espresso experience. In Starbucks shops the circumstance is truly agreeable, unwind, get to the wi-fi, listen your most loved music and no smoking. By providing high quality product and other facilities to customers, they are getting more loyal customers. Brand locality is the main nature of committed customers to that brand and confirms their future continues purchase from the same brand (Block & Roering, 1979). By this strategy Starbucks has a fixed target customer group and they get the ability to charge premium price from their customers.
· Competitive Advantage: The trends of the differentiation strategy can settle a firm to gain a substantial competitive advantage over their competitors (Meek, 2003). Starbucks is using competitive advantage by creating new ideas, new products and new experiences for their customers during festivals and holidays (UKessays, 2015).




3.4 Limitations of a Differentiation Strategy
· Higher Costs: When a firm is spending more expenses on their raw material and other additional cost they need to make their product price high. “The firm has enhanced the price rate because of the rising cost and expense of the production, comprising of the cost of the dairy goods as well as cost of the rent (Halper, 2006)”. Starbucks is following “a small price adjustment” from October, 2017 for increasing their price by 10% to 30%, which making their products costly (Fortune, 2017).


     4.1 Conclusion
Starbucks is a main organization around the world. Starbucks utilized Ð° extremely basic technique, "interfacing joins between treating representatives with pride and regard and creating Ð° great item and administrations." That was the central point that separate Starbucks from others and convey the fruitful to Starbucks. Starbucks wide its business with the assistance of entrenched procedures of it situated itself in the market. In any case, each item has an existence cycle, when it achieves its development it will tend to decay, position of Starbucks is additionally not extraordinary. It's an ideal opportunity to move their market and organize their systems.

    4.2.  Recommendation
Starbucks Coffee’s intensive growth strategies are aligned to the firm’s generic strategy. Because it stands out based on differentiation, Starbucks can penetrate markets and compete with other firms in these markets. However, the business lacks significant presence in Africa and the Middle East. Thus, Starbucks can use its intensive growth strategy of market development to grow in these regions. Also, the intensive growth strategy of product development can be used to offer products that suit the distinct cultural preferences of consumers in Africa and the Middle East.
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