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1.0 EXECUTIVE SUMMARY
This report will identify the strategy that Starbucks Corporation has implemented, analyse the advantages and disadvantages it has obtained from the strategy, understand the reason as to why Starbucks Corporation went with that strategy and to offer recommendations.
The information within this report was collected from a variety of resources including textbooks, articles, interviews as well as Starbucks Corporation’s website.
Through this report, it was revealed that Starbucks Corporation followed the Stuck in the Middle strategy, from Porter’s Generic Strategies. Arguments were raised, as to why it was not Differentiation but was proven that it was indeed Stuck in the Middle. The reasons are as follows; providing for both the coffee experience and customer satisfaction, providing a “third-place” environment and customisation and localisation of products.
Among the advantages of the Stuck in the Middle strategy; it allows Starbucks to maintain their global prowess, provides Starbucks with the opportunity to evolve alongside technology, allowing the customers to shape the future of Starbucks.
However, it was found out that Starbucks faced disadvantages from this strategy, among them are; being mocked by a public figure, price questioning and competitive disadvantage.
Starbucks were recommended to; “globalise” their products, “localise” the occasion and continuous update on development and trend


2. INTRODUCTION
	This report is for the purpose of researching the possible strategy(s) implemented by the company, Starbucks Corporation as well as discussing the advantages and disadvantages of the strategy. Furthermore, this report will critically analyse the usage of said strategy and how the company has flourished from it. However, if there are any drawbacks of the strategy, recommendations would be included as well, in hopes that the company can prosper from it.
2.1 REPORT REMIT
	As mentioned above, this report seeks to understand how Starbucks Corporation came to be known as a global organisation and to identify the steps it took to gain popularity and recognition, despite facing challenges. Besides that, this report would look to potentially critique certain steps taken by the company, not with malicious intent but with the intent of improving. On that note, some of the criticism would look only on to certain matters that are mentioned, not on the whole operation. This report only looks on how to further improve Starbucks Corporation.
 2.2 AIMS AND OBJECTIVES
	Among the aims and objectives of this report, are as follow;
1. To identify which one of Porter’s Generic Strategy does Starbucks Corporation implement
2. To analyse the advantages and disadvantages of the strategy
3. To understand why Starbucks Corporation implemented said strategy
4. To uncover what else could Starbucks Corporation do to improve

2.3 BACKGROUND OF STARBUCKS
	As with other companies, Starbucks Corporation started off being a small enterprise in 1971, operating in Seattle. The company, in its early stages, didn’t have too much exposure until the man that changed Starbucks entered its doors for the first time in 1981, Howard Schultz. A year later, he joined as Director of Retail Operations and Marketing and from there, Starbucks flourished. So much so that up until recent years, Starbucks has obtained numerous awards, even notable awards such as “Most Admired Companies in America” (Fortune, 2003–2015), “World’s Most Ethical Companies” (Ethisphere, 2007-2015), “100% Rating on the Corporate Equality Index” (Human Rights Campaign Foundation, 2015), and even “Employer of the Year” (U.S. Business Leadership Network Annual Leadership Awards, 2014). All this was achieved simply by following their mission, which is “To inspire and nurture the human spirit – one person, one cup and one neighbourhood at a time”, implemented throughout their 22,000+ stores worldwide. Taken from their website, https://www.starbucks.com/about-us/company-information29
Image 1 refers to the changes in the logo of Starbucks, where Jacobsen, J. (2012)14 explained that brand image is important, to ensure success. 
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2.4 DEFINITIONS
	Strategy is defined as the direction and scope of an organisation, over a long-term period which achieves advantages in a changing environment through its configurations of resources and competences with the aim of fulfilling stakeholder expectations (Johnson et al 2009)17. However, to let it end there is far off, for there are numerous levels of strategy, among them are Business-level strategy, Corporate-level strategy, and Functional-level strategy. As per this report, the level of strategy that will be defined is Business-level strategy for it is the most relevant and as such, was defined by Beard, D. (1981)4, “in terms of variation in firm characteristics relevant to competitive success or failure within a given industry”, to put it simply, a strategy devised to handle the particular industry the company is involved in. Michael Porter23, a famous business strategy theorist, has explained in his 1980’s book, mentioning three types of competitive advantage, in which is now known as Porter’s Generic Strategies. The three competitive advantages are cost, differentiation and focus strategy. Cost strategy looks at how the company wishes to provide their product using the lowest cost, looking for high profit. Differentiation strategy is where the company wishes to be different from other companies, either in their product, experience or even services. The focus strategy, if applied, would make the company focus to a certain group within the scale of potential customers. The focus would either be in the form of demographics, social standing or even their preferences. Over the years however, there came about a new form of strategy, known as stuck in the middle, in which the subject matter falls under. Stuck in the middle is where a combination of strategy could be used, whether it be cost and differentiation, differentiation and focus, cost and focus. Porter however, did presume that companies that are “stuck in the middle… will experience lower performance when compared to firms that pursue a generic strategy”23. Akan (2006)2 acknowledged the strategies proposed by Porter saying that “… has been the basis for much of the strategy research and practice in the past quarter century”

3.0 MAIN BODY
3.1 DIFFERENTIATION VS STUCK IN THE MIDDLE
	Some would argue that Starbucks follow a Differentiation strategy rather than being stuck in the middle. Michelli (2006)22, has mentioned that Starbucks have followed 5 principles, where “… all focused on differentiating from other coffee shops and creating a special coffee experience for the customer”, signifying that Starbucks implements the Differentiation strategy. Despite that, others such as Luttinger and Dicum, in 200621, explains that Starbucks, besides providing for high-quality coffee, looks to meet the cultural need of society, the need of having a “Third-place”. This need is known as that for society required a place between home and work, where they could linger with friends or co-workers. This argument looks at stuck in the middle for Starbucks differentiated their coffee with rivals and at the same time, looked to focus on the need of the demographics, the need of society. To further prove that Starbucks is implementing the stuck in the middle strategy, Hayes (1999)11 researched Starbucks and found out that customers purchase their coffee, although high priced, not only for the coffee but for the experience as well. Takala (2006)27, has mentioned that it may be necessary to have the ability to pursue more than just a single type of strategy. This report will focus more on stuck in the middle, for most of the findings have indicated that this is the type of strategy Starbucks have applied. However, for argument sake, differentiation is the main core of the strategy, combined with other types of strategy. And as Heide (et al, 2002)12 mentioned, implementation is even more important that the type of strategy used, for a strategy becomes worthless if not properly implemented. This was also agreed by Hahn (et al, 2010)10 where the difference between two company success’ depends on the implementation, even if they both applied the same strategy. 
3.2 STRATEGY ADVANTAGES AND DISADVANTAGES
	With every strategy used, there are of course the good and the bad side of implementing them. In the following section, this report would mention situations in which Starbucks Corporation has faced and how they conquered it, to which it will be related to the advantages and disadvantages of the strategy. As a clarification, each situation would be mentioned, either individually or collectively, and the advantages and disadvantages would be digested from the situation. This is to provide for a clear case-to-case example as well as to clarify the reason Starbucks implemented being stuck in the middle, rather than just a specific strategy.
	Horovitz (2000)13, mentioned that knowing whether or not a customer is satisfied with the product, services or the store in general is important and could potentially reflect the success rate of a company. Starbucks, realising that this is very much important, for they realised that the manner in which a customer is treated does indeed has a financial impact on the company, as researched by Flamholzt in 20018.  Providing that “third place” experience allowed Starbucks to become one of the largest coffeehouse chain in the world, as Kapferer (2008)19 studied. This is an advantage for Starbucks because realising what could be improved on from a customer’s point of view is important for they are the people that decide whether or not a company can succeed, so much so that they were willing to redefine the role of customers, from passive recipients to active innovators, as discovered by Chua & Banarjee in 20133. The disadvantage here would be that if the company follows too much from the customers, then they might lose their brand image itself, which could be dangerous as well.	
	In 2007, Starbucks may have faced their worse year as of date. Among the issue that they faced was that their share price fell 42%, making them one of the worst performers on the NASDAQ exchange (Economist, 2008)7. In the same year, Consumer Reports magazine claimed that McDonald’s regular coffee tasted the same as Starbucks6. This definitely was a blow to them for McDonalds is not known for their coffee, hence to be considered as the same came as a shocking blow to them. This is a clear disadvantage for being stuck in the middle, where competitors could either overtake the company or the company could lose in the race for success. It was time for Starbucks to do something to gain the competitive advantage that they have lost. They went in a simple direction, improvisation where it was then split up into global penetration and social media.
Starbucks Corporation, in ensuring their global authority, opened up shops in less ritzy locations in Europe15, where Europeans could experience the American feeling that Starbucks is famous for. Starbucks even managed to open up shops in both China and India1, even though both countries are considered tea drinking nations. They penetrated China first, slowly winning over the citizens, as mentioned by Rajasekaran (2015)24 where afterwards they pursued India. However, initially they faced problems, in which they were considered expensive. In a 20-minute program called “Starbucks: Expensive in China”5, Starbucks were certainly under fire, for they reportedly priced in 50% more than in US and Europe. This however was answered by Starbucks’ China and Asia-Pacific President of Operation, John Culver. He admitted that the price is high but this is only due to the cost of operating a business in the region25. This indefinitely signified where Starbucks stood, as a powerhouse in the coffeehouse industry, as proclaimed by Seaford in 201226.  The advantage of being stuck in the middle in this situation was that Starbucks pursued both differentiation as well as the focus strategy. Being a different industry as well as looking to persuade the locals to purchase their products by using a localisation and customisation strategy24, which falls under the focus strategy. Schultz himself has mentioned that tackling the tea market is just one of the ways Starbucks could flourish even further20. The disadvantage here is that there could be potential backlash, where the customers might complain about the price or not purchasing at all for they do not drink coffee.
Starbucks realised the power and advancement of technology, especially that of Facebook and they utilised it. In an example of a situation was when they allowed the customers to download a coupon from their Facebook page to be used in their shops. As documented by Bryson (2010)30, a person named Mr. Bruzzo visited numerous Starbucks shops in a day and was amazed by the amount of customers. They were willing to queue up for an indefinite amount of time, just to obtain free pastry, which was what the coupon was for. Furthermore, Brotman, Starbucks Chief Digital Officer, mentioned in an interview in 2013 that Starbucks was willing to find out the most innovative thing available in the world, just to reconnect with their customers, even if it means just a simple change in their payment or ordering manner9. Starbucks even improvised their Rewards card membership, where the more the customers purchase their drinks, the more benefits that they could obtain, such as free drinks or refills, reported by Jennings (2013)16. This is what the stuck in the middle strategy provides for, the ability to be flexible, in responding to the situation. Stuck in the middle allows for a company to revise their plan and actions in order to obtain success, for they are not bound by a specific method.


However, with great success comes great adversity. In 201418, a comedian named Nathan Fielder attempted to mock Starbucks. The comedian opened a store named Dumb Starbucks, where the store sold similar things to Starbucks, only to change certain matters, such as the colour of the shop environment and adding the name “dumb” to the name of the shop. Inevitably, the shop was forced to close due to infringement rights. This was an attack on both Starbucks as well as the society where the comedian made a joke of the situation of the consumers, where they are willing to purchase coffee even if the price was high. In a different situation, it was noted that Starbucks had a long queueing line, as briefly mentioned in this article by University Wire in 201728. Both of these situations portrays the fact that problems can still be faced even if you are successful, a disadvantage for being stuck in the middle where the company may not realise the small details.


4.0 CONCLUSION
Based on the findings, it can be concluded that Starbucks has indeed implemented the stuck in the middle strategy, where it has been proven that they not only do differentiation but they have also done focus strategy. Not only that, they have managed to improvise their plan and actions, in order to maintain their position as one of the powerhouse. From the findings as well, it is understandable as to why they have implemented the stuck in the middle strategy, for the advantages that they have obtained have outweighed the disadvantages that they faced. Among the advantages that Starbucks gained from the implementation was the ability to use the development of technology to their advantage. Although the price that they charged was considered high, but it has been proven that customers are willing to pay it for the experience of being in the “third place”.
4.1 RECOMMENDATIONS
Based on the results of the findings, there are a few recommendations that could be provided for the improvement of Starbucks.
The first recommendation would be to “branch out” on their list of products. Although Starbucks has indeed gone global, some of their products lack creativity. Perhaps, instead of incorporating Western products in Asian countries, Asian products could be sold in Western countries. This could provide for more variety.
The second recommendation would be to “go with the occasion”. Most often than not, Starbucks has only celebrated days where it is a “global occasion”. Selling drinks that could fit the local mood could potentially spike sales in particular regions.
Finally, Starbucks should definitely continue improvising and following the flow. This includes the trend of society as well as technological development. One forgotten step could smell the repeat of 2007.
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