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Executive Summary.

Starbucks’ strategic management and sustainability is very clear and positive. Their mission statement is; “To inspire and nurture the human spirit – one person, one cup and one neighborhood at a time.” (Starbucks Coffee Company, 2017). They aim to achieve this by giving their customer a positive and relaxing experience, almost like a “home from home” experience. They provide free WI-FI so that customers are able to freely browse the internet or even work while they enjoy their favorite drink. They aim to make their customer service as friendly as possible by speaking to the customer and asking their name to write on the side of their drink cups. Not only is this a great way to make sure every customer has the correct drink, but will also connect with the customers to become on a first name basis with the customer in order to make it a more personal experience. It is recommended that Starbucks create a new strategy to protect the copying of their products, and to attempt to lower their prices slightly to offer the high value experience, but to reach a wider range of customer base. 


1.0 Introduction.

The aim of this report is to analyse the strategic management and sustainability of Starbucks. Starbucks is an extremely popular coffee shop, that not only sells coffee to enjoy in store but they also sell their coffee beans for customers to enjoy at home. Customers can also enjoy these products in their very own Starbucks mug, which is also sold in store, along with many other Starbucks products and accessories. Starbucks also offer snacks and sandwiches along with bottled drinks and a variety of teas and, hot chocolates and iced drinks, which are customised to suit different seasons such as Summer, Autumn and especially Christmas. An example of this is their “Pumpkin Spiced Latte” for the Autumn season, their “Gingerbread Latte” for the Christmas Period and their “Strawberries and Cream” iced Frappuccino for the summer season. Although these are very popular products, they offer a variety of different flavours every season. (Starbucks Coffee Company, 2017). Throughout this report, we will be looking into Starbucks’ current competitive position and how they have developed their strategic plan to maintain their current competitive position. In order to achieve this, we will be looking at their current strategy, their past strategy and how they had developed their strategy, and the advantages and disadvantages of their strategy. Following this, a conclusion will be drawn and recommendations will be made. 

1.1 The Background of Starbucks.

To begin the report, we will firstly look into the history and the background of Starbucks Coffee. Starbucks’ mission statement is; “To inspire and nurture the human spirit – one person, one cup and one neighborhood at a time.” (Starbucks Coffee Company, 2017). 
The history of Starbucks began on the 1st of March 1971, where 3 students studying at a university in San Francisco, English student teacher Jerry Baldwin, History student teacher Zev Siegl, and writing student Gordon Bowker, had the inspiration to sell “high-quality coffee beans and equipment by coffee roasting entrepreneur Alfred Peet after he taught them his style of roasting beans.” (Coffee.org, 2017) The company was then joined by Howard Schultz, now CEO of Starbucks. The name “Starbucks” came from the name of the chief in the novel Moby Dick by Herman Melville “Starbuck”, although they considered the names “Pequod” and “Cargo House”. (Coffee.org, 2017). The first Starbucks store was opened in Seattle in 1971 and are continuing to expand every day with over “21,500 stores in 64 countries and territories” (Marshall, 2017). Starbucks now not only sell tea and coffee, but have also introduced the option to buy bottled drinks, fruits and fruit juices, snacks and sandwiches. 





1.2 The Objectives of This Report.

In order to critically analyze Starbucks’ strategy to get to their current competitive position and how they develop their strategy to adapt to different potential problems – past or present, we will be using two different models to analyze. The first model that will be used is a Porter’s Five Forces model. The Porter’s Five Forces model is used to analyze the competitive environment within the business. “When you understand the forces in your environment or industry that can affect your profitability, you'll be able to adjust your strategy accordingly.” (Mindtools.com, 2017). The points that are analyzed are the competitive rivalry, the supplier power, the buyer power, the threat of substitution and the threat of new entry. The second model used will be the Strategy Clock. 
[image: ]
(tutor2u, 2017)

“Bowman’s Strategic Clock is a model that explores the options for strategic positioning – i.e. how a product should be positioned to give it the most competitive position in the market”. (tutor2u, 2017). This theory model is used to position a business or product using two dimensions, the perceived value and price. The theory being that if a business or product should fall under the 6th,7th, or 8th position, the business or product would sooner or later fail for the high price but low perceived value to the customer. The opposite then being the business or product falling under the 2nd,3rd or 4th position being highly likely to succeed with low price and a high perceived value. To then analyze Starbucks’ strategy, we will use two more models of theory. The first to be conducted will be a SWOT analysis. A SWOT analysis is; “a useful technique for understanding your Strengths and Weaknesses, and for identifying both the Opportunities open to you and the Threats you face.” (Mindtools.com, 2017). This analysis allows the user to analyze the micro environment of the business. The second method that will be conducted is a PESTEL analysis. “PEST Analysis is a simple and widely used tool that helps you analyze the Political, Economic, Socio-Cultural, and Technological changes in your business environment. This helps you understand the "big picture" forces of change that you're exposed to, and, from this, take advantage of the opportunities that they present.” (Mindtools.com, 2017). This method allows the user to analyze the macro environment of their business. Finally, the third analytic model that will be used will be a Porter’s Five Forces model. This model is used to analyze the competitiveness of the business environment.

1.3 The Competitive Business Strategy of Starbucks. 

To begin analyzing Starbucks’ competitive business strategy, we will first use the Porter’s Five Forces model of theory. To begin this analysis, we will firstly look into the competitive rivalry.

Competitive Rivalry:
Starbucks’ top market sharers in America are; Dunkin’ Donuts and Mc Donald’s McCafe, however, an article from Forbes reveals that Starbucks holds the majority of the market share, as pictured below:
[image: ]
(Forbes.com, 2017).
However, in the UK, Starbucks’ main rivals are Costa Coffee and McDonald’s McCafe. Costa Coffee is thought to be the biggest rival in the UK, “Costa has from then increased its coffee outlets from 1,992 to 2,163 outlets which has seen it increase their profit up to 15 per cent.” (Staff, 2017). 

Supplier Power:
Starbucks only buy Arabica beans and have a very good relationship with their suppliers, even helping them to grow the best Arabica beans. “If we can help a farmer grow better beans, we will. Any farmer, anywhere. To that end, we have farmer support centers on four continents where our agronomists test soils, examine samples and provide advice, free, to any coffee farmer who asks.” (Starbucks Coffee Company, 2017). They also work very closely with Fairtrade. 

Buyer Power:
Starbucks’ strong brand and high standard products make rival companies much less of a threat. They offer high quality sitting space with the opportunity to sit in and meet friends, colleagues or to simply sit and enjoy one of their products. They also offer free Wi-Fi for customers to use while in store. Although Starbucks’ prices are high, their standard of product and service reflect this, creating customer loyalty. 

The Threat of Substitution:
Although Starbucks have customer loyalty, there is the threat of substitution. Londontoolkit.com compares the prices of Starbucks, Café Nero and Costa Coffee. To compare prices, we will look at the results of a small cup of Americano coffee from each business. (These prices were correct at February 2017). 

Starbucks = £2.10
Costa Coffee = £1.95
Café Nero = £1.85 			(Londontoolkit.com, 2017)

As the results show, Starbucks coffee are the most expensive while Costa Coffee are in second and Café Nero being the most cost effective for consumers. This suggests that Starbucks’ strong branding and customer loyalty are imperative to the success of the company.

Threat of New Entry:
Although Costa Coffee and Starbucks first opened within the same year, it is clear that Starbucks have the competitive advantage with their unique flavours and strong branding. However, there is always the threat of a new entry into the market. Many businesses attempt to recreate Starbucks’ flavours, especially the ever popular Pumpkin Spiced Latte, however loyal customers continue to purchase from Starbucks even though their prices are considerably higher than the other rival businesses.

To further analyze Starbucks, we will now look at Bowman’s Strategy Clock theory. Using the above-mentioned strategy clock, it is thought that Starbucks falls under position number 4 – Differentiation. Starbucks have a strong brand that offers different products in comparison to their other competitors such as Costa Coffee and Mc Donald’s McCafe. These are products such as the Pumpkin Spiced Latte. A recent article from Forbes acknowledges this; “Starbucks has always maintained its competitive advantage by being the leader in product innovation. Pumpkin spice latte, one of the seasonal favorites at Starbucks, was recently relaunched. The launch followed more than 150,000 incremental visits on the first two days, as stated by Sense360.” (Forbes.com, 2017). With such a strong brand and the differentiation of favorable products, Starbucks are able to count on loyalty from their customers even though they have highly priced products, hence the decision to place Starbucks under the 4th position of the Strategic Clock.

2.0 The Main Findings.

The next part of the report looks at the main findings and the competitive business strategy of Starbucks. Currently, we have discovered that Starbucks have a very strong brand and have great customer loyalty, and have come to the conclusion that Starbucks have a differentiation competitive business strategy. Next, we will attempt to identify Starbucks’ strategies and analyze the advantages and disadvantages.


2.1 What is Starbucks’ Strategy.

One Starbucks’ main business strategies are making customers comfortable in their stores and making them feel like it is a “‘third place’ away from home and work, where people can spend time in a relaxed and comfortable environment with their friends or alone.” (Dudovskiy, 2017). This is an important strategy to ensure returning customers and further customer loyalty. Starbucks also provide free Wi-Fi facilities for the conveniences of their customers to simply browse the internet or to work. “Customers are even welcome to get their work done in a Starbucks store. All company-owned stores in the US and most company-owned stores abroad offer free wi-fi. “Starbucks stores are meticulously designed to make customers stay longer, buy more, and return for another visit.” (Dudovskiy, 2017).  Starbucks’ strategy is to be different, as analyzed in the Strategy Clock model. They produce high quality products and the prices reflect the high quality. Although Starbucks are best known for their popular drinks, they have also penetrated the product merchandise market by selling mugs, travel mugs, accessories and their very own coffee beans. In order to expand further, Starbucks have now expanded into service stations, universities and other convenient areas, including the convenience of a drive through service. “As well as the new vending machines, Starbucks is in the throes of opening 200 new drive-thru stores, creating 5,000 jobs, by the end of 2016.” (Mail Online, 2017). 

2.2 The Analysis of Starbucks’ Strategy.

To begin the analysis of Starbucks’ business strategy, we will firstly be using the SWOT analysis model. This model will look at the Strengths, Weaknesses, Opportunities and Threats.

Strengths:
Starbucks are aiming to make customers feel comfortable and at home while enjoying their products and services. Starbucks are very customer – orientated, making sure they make contact with each customer in order to provide the best service available. An example of this is asking every customer’s name and writing them on takeaway cups. This provides the feeling of a personal experience for the customer, making them much more likely to return and continue customer loyalty. “That’s why at Starbucks we’ve decided to do things differently. From now on we won’t refer to you as a latte or a mocha, but as your folks intended – by your name. It’s only a little thing. We’re Starbucks. Nice to meet you.” (Marketing Week, 2017). 

Weaknesses:
One of Starbucks’ biggest weaknesses are the high cost of their products. Unfortunately, their products are highly likely to be imitated, especially products such as their Frappuccino’s, their festive hot chocolates and their infamous Pumpkin Spiced Latte. Starbucks must rely on their customer’s loyalty to overcome this potential problem.

Opportunities:
There are opportunities for expansion, continuing to break into the convenience market and introduce products into retail shops such as supermarkets also. 

Threats:
Their threats are other big coffee chains such as Costa Coffee, who have already broken into the convenience market, selling their products in retail stores and in supermarkets. 

The second theory model to be used is the PEST analysis. The PEST analysis looks into the Political, Economic, Social and Technological aspects of a business. 

Political:
It could be seen as difficult for Starbucks to expand in new countries, for example; 

“Regional integration is a current trend and external factor that presents an opportunity for Starbucks to globally expand. Also, most governments around the world are improving infrastructure, which creates the opportunity for Starbucks to access more markets or suppliers. However, bureaucratic red tape persists in most countries. This external factor is a threat because it makes business expansion more difficult for Starbucks, especially in developing countries.” 
(Smithson, 2017)

Economical:
Starbucks coffee is ethically sources and work closely with farmers to help them to grow the perfect coffee beans and also provide loans and additional help to farmer if needed. “We provide funding to organisations that offer loans to coffee growers, so they can sell their crops at the best time for the best price. The loans also help farmers invest back into their farms and make capital improvements.” (Smithson, 2017).

Social:
Starbucks are committed to ensuring that diversity and a friendly culture are created. They also support pride and created the “Starbuck Pride Alliance to support and advocate for our LGBT partners” (Starbucks Coffee Company, 2017). 

Technological:
Starbucks are now allowing customers to purchase their drinks using their phone. They also have a rewards app which allows the user to keep track of their points. Starbucks have also released coffee machines to allow the customer to have the Starbucks experience at the comfort of their home. (Smithson, 2017).
2.3 The Advantages of the Strategy.

The advantages to this business strategy are that Starbucks have built a strong brand and good customer loyalty. Starbucks are helping their suppliers by helping to grow the perfect coffee beans and helping the coffee farmers financially if needed. They are also breaking into the convenience market and selling other products and merchandise as well as tea and coffee. This is an opportunity to market the brand, thus creating interest in potential new customers. The company is ever expanding and displaying signs of growth. Their unique selling point is their different flavor drinks, especially festive flavours and using festively decorated cups. 

2.4 The Disadvantages of the Strategy.

The disadvantages that Starbucks have, are their threats of substitution as their drinks and products can easily be copied and sold at a cheaper rate, thus causing customers to revert to the rival businesses. Their other disadvantage is their high prices in comparison to their rivals. 

3.0 Conclusion.

Starbucks have a good competitive business strategy. They are highly priced, but the standard of products and services reflect the prices. Their decision to break into the convenience market is a good decision as there is more opportunity to brand the product and to reach “on the go” customers. Unfortunately, their products are easily imitated and re branded, however, they have very good customer loyalty as a strong brand. 


4.0 Recommendations.

It is recommended that Starbucks could lower their prices slightly to remain competitive with other rivals, but to upkeep the high level of products and services. Starbucks could also promote their products and services by offering their rewards cards with their drinks to ensure customer loyalty and to generate new potential customers and reward current ones, thus ensuring further customer loyalty. Unfortunately, their products are in danger of being copied by rivals and extra measurements should be taken to ensure that this is not so simple. 
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