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APPENDICES
APPENDIX A – Product Quality (requirement): All coffee must meet Starbucks standards of high quality
· Economic Accountability (requirement): Coffee suppliers must submit evidence of payments made throughout the supply chain to show how much 0f the amount Starbucks pays gets to the farmer
· Social Responsibility (evaluated by third-party verifiers): These are measures to ensure safe, fair, and humane working conditions, such as protecting worker’s rights, providing adequate living conditions. Compliance with minimum-wage requirements and addressing child labour/forced labour, and discrimination is mandatory
· Environmental Leadership (evaluated by third-party verifiers): Measurements to help manage waste, protect water quality, conserve water and energy, preserve biodiversity and reduce agrochemical use along the supply chain



















1. [bookmark: _Toc500862834]EXECUTIVE SUMMARY	
This report identifies in detail how Starbucks has used competitive strategies and what actions they have taken to get to the current competitive position in the coffee market. The strategies used by Starbucks have been critically analysed and the advantages and limitations of the strategies have been recognised. Starbucks is one of the most recognised and dominant coffee chains worldwide which has opened 25,085 stores worldwide recorded in 2016 (Statista, 2017) Starbucks offer high quality coffee beans which are ground, roasted and packed by the company itself. Starbucks guarantee quality for their customers and to do this they send out employees to find excellent quality coffee bean farms. Starbucks aim to achieve 100 percent ethical sourcing in their future as they currently have achieved 99 percent ethical sourcing. This is one of their many strategies to improve brand image. The report has provided information to back up the theory that Starbucks is currently using the differentiation strategy theorised by Porter (1998) in his Generic strategies. Starbucks have focused on brand recognition and brand image through ethical activities such as the way they treat there implies and ethical sourcing. The employees of businesses are given many benefits which may not be available or offered in other businesses. Products crested by Starbucks are aimed to be unique and be created in a way to add value for customers. This is made easier by Starbucks implementing strategy to get ideas from their consumers on what product they would like, this strategy was successful with many products such as the pumpkin spice latte. The strategy benefits those companies with either big budget for advertisements and companies with a good brand image and recognition. Starbucks falls within both those categories. Due to strong brand recognition and the aim of unique product no other competitors currently offer Starbucks can afford to offer the products at a premium price. The major disadvantage of differentiation strategy is that it is broad and at a certain point premium priced product could be offered by other companies at a lower price which would me than Starbucks would possibly need to enter other markets. It was reported that Starbucks is currently in a state of stress and due to this issue Starbucks have been experimenting with food and cheaper coffee. Some of the recommendations made are to further expand into other markets as they are doing and use the differentiation strategy being used for their coffee and apply it to the new markets. The second recommendation is to improve the recyclability of their coffee cups as they do aim to go green.

	




2. [bookmark: _Toc500862835]INTRODUCTION	
2.1 [bookmark: _Toc496043659][bookmark: _Toc500798123][bookmark: _Toc500862836]Report Remit
This report identifies in detail how Starbucks has used competitive strategies and what actions they have taken to get to the current competitive position in the coffee market. The strategies used by Starbucks have been critically analysed and the advantages and limitations of the strategies have been recognised.

2.2 [bookmark: _Toc496043660][bookmark: _Toc500798124][bookmark: _Toc500862837]Background of the organisation
Starbucks is one of the most recognised coffee house franchises worldwide which started as a single store in Seattle’s Pike Place Market in 1971 by Gordon Bowker, Jerry Baldwin and Zev Siegl.45 years later Starbucks have expanded and opened 25,085 stores worldwide recorded in 2016 (Statista, 2017). Starbucks offer high quality coffee beans which are ground, roasted and packed by the company itself. Starbucks guarantee quality for their customers and to do this they send out employees to find excellent quality coffee bean farms. The company tries to create good long-term relationship with the farms as they can guarantee quality this way. Starbucks invest into the farms to keep their procurement of coffee beans ethical. In 2011 Starbucks reported that 86 percent of their coffee was ethically sourced and set a goal to increase the percentage to 100 percent by 2015.It was reported that Starbucks did not meet the 100 percent goal by 2015 but in 2016 they reached a milestone of 99 percent (Starbucks, 2016).

2.3 [bookmark: _Toc500798125][bookmark: _Toc500862838]Definitions of Major Concepts
2.3.1 Strategy
Strategy is defined by Johnson (2008) 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”. For a business a strategy could direct the business to get ahead of competitors in their market segment. 

2.3.2 Business level strategy
Business level strategies aim focus on devising or planning out a way for an organisation to compete in a market segment. Business level strategies mainly prioritise distinctive competencies and competitive advantage to stay relevant and ahead of the competition (Hofer, 1978) 

2.3.3 Competitive advantage
A competitive advantage is having an advantage in a certain aspect over the competition for example cheaper cost of producing a product. Porter (1980) proposes that there are two types of competitive advantages “low cost” and “differentiation”. Low cost focuses on low cost production by taking advantage of all sources of cost advantage, whereas differentiation focuses on innovation and quality to produce products or services which interest the consumers by either being better or unique compared to the competition.

2.3.4 Porters Generic Strategies
The model being applied to the strategic management of Starbucks is Porters Generic strategies. Porter (1998) suggests that there are three types of generic strategies for businesses to gain and maintain a competitive advantage. The three strategies are cost leadership, differentiation and focus strategy.

2.3.5 Cost leadership strategy
Organisations using the cost leadership strategy focus on finding exploits in sources of cost advantage in aim to becoming a low-cost producer within the industry, this is also known as sustainable cost leadership strategy (Tanwar, 2013). Porter (1980) proposes that the reason large organisations with high market shares survived and became successful is due to a vast number of organisations focusing on cost leadership strategies. This is shown in figure 1-1 below as the cost leadership segment falls into the low cost and a broad target/market scope 

2.3.6 Differentiation strategy
Differentiation strategies consist of organisations producing products/services that is perceived as unique and therefore more attractive to the consumer. Currently the number of new products being released by companies are rapidly increasing which also means that the competition is also increasing due to company’s technological advancements. Due to this fact the best alternative for businesses to be unique without having to create brand new product is by producing a unique product. Unique in a sense that no other company offers a certain feature, shape, colour, brand image or style in their product which adds more value to the product in the eyes of the consumer. Differentiation can be an enormous risk as an organisation must take into consideration:
· Innovation requires quality research and development
· Ability and resources to produce high quality products
· Well thought out marketing to ensure customers understand the benefits of the product/service
· Keep agile with the new product development process to ensure the competitors don’t get ahead
· Improve or maintain brand recognition to improve brand loyalty
· Price Unique products due to the quality are frequently marketed at higher prices to make up for costs. This can cause disinterest in the product due to the price, but brand loyalty can possibly change that whereas pricing an item too low can have negative effects on the perceived quality of the product and possibly damage a brand such as Starbucks (Sultan Alenazi, 2015).

2.3.7 Focus strategy
Focus strategies are different in one major way from cost leadership and differentiation strategy as it looks at a narrow or niche segment in the market the organisation competes in. Focus strategies can be divided into two varieties low Cost focus and differentiation focus (Porter, 1998).
Focus low cost strategy is identical to cost leadership strategy as it aims to take advantage of exploits in cost advantage sources, but the variance is that the Focus low cost strategy is aimed at a narrow/niche market which allows the organisation to avoid or minimise further costs of either production or the procurement of goods and resources as they have a more niche market in their sights.
Focus Differentiation also differs from the differentiation strategy by its market scope which is narrower. By having a narrower market to fine tune products or service for allows the organisations marketing team to pin-point the demands of features that the consumers require to add value to the product. Focus differentiation makes the product or service unique and more attractive compared to competitors and allows the organisation to find a market which is least vulnerable to substitutes or where competitors are the weakest (Porter, 1980).
2.3.8 Stuck in the middle
Not all businesses follow the three generic strategies theorised by porter, the category they fall into is called stuck in the middle. Stuck in the middle Is described “as a company tries to be all things to all people and refuses to commit to a strategy” which suggests that by trying to do everything the business has no focus on a solid strategy and will not perform as well as it should (Box & Miller, 2011). Porter (1998) argues that medium sized businesses tend to fall in to this category as they are too small to use the market wide strategies and too large to for niche markets. Amato suggests that medium sized businesses do not have limited access to strategic opportunities and as a result the business performs poorly as the profit rates are low (Amato, 2003)
[image: ]

FIGURE 1-1 - Porters generic strategy model - (Porter, 1980, p. 39)
3. [bookmark: _Toc500862839]MAIN BODY	
Starbucks is in competition with large and well-established coffee places such as costa and Dunkin' Donuts. To stand out and stay ahead of the competition Starbuck focused on quality of their coffee beans. Unlike Dunkin' Donuts, Starbucks primarily focuses on their taste, look, quality and variety of their coffee and drinks. This allows them to focus more thoroughly on differentiation of their coffee compared to competitors. Howard Shultz the chairman and CEO of Starbucks sent out a message to all the partners, within the message he mentioned that the “long-term strategic plan that will further elevate the company.” Will require more “thoughtfulness, creativity and discipline than at any other time in our history” (Howard Schultz, 2016). The mention of creativity could possibly be linked towards the presentation of the store or the how the coffee is presented. Starbucks are well known for their festive coffee one of the most successful as the pumpkin spice late which gained its popularity in 2003 and was not expected to become the juggernaut in coffee that it did. The message from the CEO and most popular cup of coffee being a festive coffee suggests that Starbucks follows the differentiation strategy as they focus on presentation and quality of their coffee.

3.1 [bookmark: _Toc500862840]Differentiation Strategy
The differentiation strategy as mentioned previously in the report consists of producing a unique product for consumers to differentiate the product from competitors. The focus to creating a unique product is:
· Focus on quality in the materials of the product, in the case of Starbucks it is harvesting, and roasting top-quality coffee beans as mentioned in their websites about us section many times.
· Adding extra value to the product for example by changing the presentation of the coffee or the store to match special events such as Halloween and Christmas to improve the atmosphere.
· Creating a sense of reliability with a good reputation. For example, Starbucks acquire the highest quality coffee beans and also makes sure that their procurement of the coffee beans and other raw materials are ethical.

3.2 [bookmark: _Toc500862841]Implementation of Strategy
To stay ahead of the competition Starbucks needs to be different they need to have a reason for customers to choose them rather than others. The way Starbucks does this is directly advertised on their official website. Their brand image is the main reason customers chose Starbucks even though the prices are higher than other places. The way that Starbucks has made its brand image so dominant is by improving too major things the ethics of the business and their connection with their customers.
Ethically farmed coffee beans and Quality
Starbucks have claimed that 99% of their coffee is ethically sourced and “accredited by Conservation International” under their CAFÉ Practices programme” by doing this they are advertised to the world as a friendly and caring business. Starbucks coffee they purchase must follow the rules of their CAFÉ practices programme. The coffee must meet the quality requirement of Starbucks before purchase, social responsibility such as protection of workers and farms and the forming process must not cause harm to the environment a more detailed version of the rules can be found in appendix A. Starbucks take social responsibility of the farms they work with by providing an adequate and safe working environment, homes for the workers and protecting workers rights. Workers are sent up by Starbucks to find excellent quality farms, make a deal and enforce the social responsibilities that Starbucks have with a partnership with the farms. By having a direct link with the farms Starbucks can guarantee the quality of the coffee beans acquired by the business. This strategy implemented by the business hits three of the differentiation areas of porter’s generic strategy by adding value to the product by ethically sourcing, procurement quality goods for the customers and creating a sense of reliability and a good reputation by implementing their Social responsibility with the farmers.

Employee care
Starbucks further creates an ethical image of the company by the way they treat their employees. Most Coffee shops will focus on minimising costs when it comes to employees and focus on the serving of coffee for a profit, but Starbucks takes special care of their employees. Starbucks do not use the term employees for their workers they prefer partners due to the option of partners being able to choose to purchase company stock by taking a reduction to their payroll. The scheme implemented by Starbucks was named Bean Stock. Becoming a partner gives the employees access to many benefits. Partners gain access to a pension scheme which when advertised to potential new employees is a benefit but at the same time by agreeing to the benefit employees will not be paid for lunch breaks and changes re also made to sick leave and maternity leave. Starbucks offer employees “exciting and innovative voluntary benefits that are available” that are available to all partners this includes a scheme called “blend partner discounts” which allows employees to work their way to discounts on their weekly groceries. The company shows their appreciation by having daily, quarterly and yearly awards which keep up employee morale and give them an incentive to work more effectively. The last benefit maybe the smallest but most frequent benefit which is the option for employees to take home some of Starbucks coffee beans or tea bags which due to the common dependence of coffee or tea for workers of all jobs may be well received by partners.in 2017 due to the proposal made by president Trump’s “budget to provide six weeks of paid time off for new mothers and fathers” Starbucks announced that in Fall 2017 they will provide “mothers working in its stores six weeks of fully paid parental paid leave” a few issues did come from this as a few baristas complained about Starbucks providing some “mothers in its corporate headquarters up to 18 weeks at full pay” which doesn’t show equality with the workers (Feintzeig, 2017).
Unique coffee 
Alongside quality of the coffee Starbucks also looks to ensure that their coffee is unique. By being unique the strategy falls into the differentiation strategy theorised by porter. By being unique Starbucks can afford to increase the price higher than competition, in some businesses this would not work but due to Starbucks impressive brand image customers would not mind paying the extra money for the coffee. An example of Starbucks unique coffee are their festive aimed coffees which come back into sail for events such as Christmas and Halloween. During Christmas they re-release the Gingerbread coffee and during Halloween the pumpkin spice late. Out of the two the most successful by far the Pumpkin spice late. In the U.S consumers have had high demands for pumpkin spice related products. According to Newcomb (2017) in 2015 due to the pumpkin spice craze Americans spent up to a total of $360 million on related products, Forbes also claimed that pumpkin spice was “$500 million industry in 2015”. Barford (2015) suggested that this craze was started by Starbucks in 2003 with the implementation of Pumpkin spice lattes, which originally never had any pumpkin in the coffee until 2015. The idea of the pumpkin spice latte did not come directly from Starbucks, the idea came from a scheme implemented by the business which gave the consumers a chance to give ideas for coffee there has been over 150,000 ideas submitted to my Starbucks idea website (Business wire, 2013). The website allows Starbucks to refine their coffee and constantly bring into reality the demand of their consumer base which as a key part of porter differentiation strategy in the generic strategies.

3.3 [bookmark: _Toc500862842][bookmark: _GoBack]Advantages and Disadvantages
Advantages
Starbucks is not known for cheap affordable coffee it is more well known for its high quality and unique coffee and services. To offer high quality products a compromise must be made in the selling price as quality assurances is costly. This could cause an issue for many businesses as it could deter customers but when a brand is advertised correctly even with the product not being substantially better than the competitors it can still influence consumers to stay loyal for the same guaranteed quality. A key benefit to a successful brand loyalty through differentiation is perceived quality which is described as the consumers subjective evaluation of the product rather than the actual quality of the product (Zeithaml, 1988). The perceived quality can be influenced simply by well marketed advertisements, good experiences and having a good brand image. Businesses producing unique and innovative products enter a, market of their own as there are no current competitors with a product with the same features and due to the perceived quality, which is gained from a company with a good brand image. Stonehouse (2004) suggests consumers are getting more sophisticated and due to this they require more differentiated and unique products rather than standardised products. Due to the good brand image of Starbucks consumer will be more interested in trying the new unique products which cannot be purchased at any other price from a brand well known for quality such as Starbucks.
As time goes on newer markets are created and it’s the aim of an innovative business to enter and take advantage of a market while it is a low risk investment due to the lack of competition. De Chernatony (2010) Mentions an example of BMW entering a new market which was low risk. BMW entered a new market with the launch of the mini and due to the Highley differentiated proposal it has become the massive success that it is today. This suggests that differentiation strategy can help take advantage of a newly emerging market.
Disadvantages
A big part of business using the differentiation strategy and being successful with it is by creating a strong brand by improving brand recognition. The reason for this is due to the price of Quality and unique products on offer by companies using differentiation method. Due to the higher cost for quality products business cannot match the selling prices of competitors so they must focus on being different which will increase the cost of the product. If company is not well known or trusted, then sales figures will perform poorly and as consumers will be deterred from a costly priced product by an unknown brand. Improving brand recognition is not easy or cheap as one of the best ways for improving the brand recognition so through advertisements which is described by Kunc (2010) as short-term action for pulling customers which will improve long term perspective of the business but not long-term loyalty. This means that a large amount of money will be required to be used for advertised every year.
An issue with differentiation strategy is that the market is always changing and can possibly become too difficult to compete in for business that focuses on quality products and services for example competitors such as McDonalds are slowly moving into the coffee market and due to the low cost and abundance of alternatives for coffee has left Starbucks in distress. The situation forced Starbucks to expand into the “food products, music, ice-cream products and more, through joint ventures” and also has Starbucks experimenting with lower cost and possibly lower quality coffee (Pretorius, 2008).












4. [bookmark: _Toc500862843]CONCLUSION	
To conclude the strategy used by Starbucks has been identified in this report as the differentiation method from porter’s generic strategy. The focus of Starbucks differentiation is using brand recognition and unique quality products. As mentioned throughout the report Starbucks has created positive company image of high quality and good service which in return makes up for the high cost in coffee. By using their ideas site, they have also created a healthy relationship with customers and created a wealth of probable future products which will satisfy consumer demands. Even with all the success in Starbucks history as mentioned in the previous sections markets can get too difficult to stay ahead of with quality differentiation alone. Starbucks may possibly need to enter other markets such as food and cheaper coffee with their differentiation strategy to stay ahead of the competition such as McDonalds Mcafe, Dunkin Donuts and others.

















5. [bookmark: _Toc500862844]RECOMMENDATIONS	
Some possible recommendations for Starbucks would be as mentioned previously in the report to branch off further into other complimentary markets such as food, cheaper coffee and possibly a further expansion of their cold coffee lines sold in places such as Tesco.

Another recommendation could possibly be something that was not mentioned in the report due to character limit. Starbucks have been promoting that their coffee sleeves are recyclable which is a good start but could also be taken further and a possible way to make the cups themselves more recyclable which would further improve their brand image.
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position in serving its particular target is seen in Martin-Brower, the
third largest food distributor in the United States. Martin-Brower
has reduced its customer list to just eight leading fast-food chai

Its entire strategy is based on meeting the specialized needs of the
customers, stocking only their narrow product lines, order taking
procedures geared to their purchasing cycles, locating warchouses
based on their locations, and intensely controlling and computeriz-
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