Principles and Practice of Marketing In Course Assignment 2010/11 

This individual assignment is worth 40% of the total marks for the module.
Using the attached case study materials (Jobber, D. (2010), Principles and Practice of Marketing, 6th ed., McGraw Hill, London) as a basis, complete the following tasks:
Focusing on Starbucks: 
Conduct a detailed macro environmental analysis, fully supported by referenced sources of credible information, which clearly identifies and assesses the critical external factors likely to impact upon brand performance.






Create a profile of the target customer using a broad range of segmentation variables.

Making frequent reference to the results of your macro environmental analysis and to your target customer profile, critically analyse the marketing strategies implemented by your chosen brand and assess the strengths and weaknesses of the approach adopted.  You should incorporate and apply at least one analytical model / framework (e.g. BCG Growth Share Matrix / Ansoff Matrix) within your appraisal to add weight to your discussions.
It is anticipated that the case study will be used as a foundation for your assignment and that a broad range of research sources will be consulted in addition to this. Where appropriate, reference can be made to other coffee bar brands.


The document should be structured in accordance with the three main content areas indicated above with a word count of 2000 words (+/- 10%) excluding direct quotations, charts, diagrams and any relevant appendices.  A word count and bibliography should be included and the assignment should be fully referenced throughout.

The breakdown of marks is as follows:

Environmental analysis:

30%

Target customer profile:

10%

Analysis of marketing strategies:
40%

Presentation:



10%

Reading and research:

10%

Important Notes on Completing the In Course Assignment 2010/11
It is critical that your assignment clearly illustrates your knowledge and understanding of marketing theory applied to the chosen organisation / brand.  You must demonstrate an understanding of the marketing strategies adopted and assess whether or not these are appropriate given the target customer profile and the opportunities and threats presented by the external macro environment.  It is important to note that the presentation marks encompass the style, structure and presentation of ideas, and not just the physical appearance of the document.  Inclusion of unnecessary materials will have a negative effect on the presentation marks and so only those materials that are directly referred to within the body of the assignment should be included as appendices.  Marks for research will be awarded on the evidence provided in the main body of the document and not on the bibliography.

Principles and Practice of Marketing ICA Marking Criteria 2010 / 2011
	Marks:
	Marking Criteria:

	70 - 100
	An excellent submission presented in an appropriate format and structure covering all aspects of the brief.  Knowledge and understanding of marketing theory and application to the selected company / brand is to a very high standard.  A very broad range of research based materials have been utilised and appropriately integrated into the document. 

	60 – 69
	A very good submission presented in an appropriate format and structure covering virtually all aspects of the brief.  Knowledge and understanding of marketing theory and application to the selected company / brand is generally to a high standard.  A broad range of research based materials have been utilised and appropriately integrated into the document.  There may be some minor faults or omissions.

	50 – 59
	A good submission presented in a largely appropriate format and structure covering most aspects of the brief, although this coverage may be more superficial in places.  Knowledge and understanding of marketing theory and application to the selected company / brand is generally to a good standard, but faults and omissions are a little more obvious.  A reasonable range of research based materials have been utilised and are generally well integrated into the document, but some key sources are likely to have been overlooked.  

	40 – 49
	An adequate submission presented in an acceptable format and structure that makes reference to most aspects of the brief, although this coverage is likely to be quite superficial in places.  Knowledge and understanding of marketing theory and application to the selected company / brand is to an acceptable standard, but faults and omissions become more frequent.  Research based materials have been utilised, but these are very narrow in scope and their integration is not always obvious. 

	0 - 39
	A superficial and inadequate submission presented in an unacceptable format and structure that fails to makes reference to key aspects of the brief.  Knowledge and understanding of marketing theory and application to the selected company / brand is to an unacceptable standard and faults and omissions are too obvious for comfort.  Research based materials are rarely utilised.


Cappuccino Wars: The Battle for the High Street
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The UK has come a long way from the days when a request for coffee would bring a cup of uniformly grey, unappealing liquid, sometimes served in polystyrene cups, which bore no relation to the rich, flavoursome coffee experienced on trips to continental Europe.  The origin of this change was not Europe, however, but the USA, where the coffee bar culture was grounded.  

Recent years have seen an explosion of coffee bars on UK high streets, with over 5 million lattes, cappuccinos and espressos served per week.  The market is dominated by the US-owned Starbucks, with over 800 coffee bars, Costa coffee (backed by Whitbread), with over 800, and an independent, Caffe Nero, with around 360 bars.  A fourth competitor, Coffee Republic, has closed and sold shops to its rivals in the face of mounting losses.  It has repositioned many of its coffee shops to become delicatessens, offering sandwiches and hot food as well as coffee.  In total, the UK has over 3000 coffee shops, all charging over £2 for a small coffee.  Often three or more bars will be located within 100 yards of each other. 

The first US west coast-style coffee shop was opened in the UK in 1995 and was called the Seattle Coffee Company.  The owners were Americans who saw an opportunity to serve the British with good-quality coffee in relaxed surroundings just like they experienced in the USA.  The concept was a huge success and by 1997 the company had 49 coffee outlets.  It was joined by Coffee Republic and Caffe Nero, which also grew rapidly.  But in 1997 the coffee market in the UK was to change dramatically with the arrival of the US-based Starbucks coffee bar giant, which bought the Seattle Coffee Company.

Its strategy was to gain market share through fast roll-out.  For the first five years, Starbucks opened an average of five shops a month in the UK: in 1999 it had 95 shops, by 2009 this had increased to over 800.  Today, Starbucks is in the Fortune Top 500 US companies and has nearly 15,000 coffee shops in more than 40 countries.  Its approach is simple: blanket an area completely, even if the shops cannibalize one another’s business.  A new coffee bar will often capture about 30 per cent of the sales of a nearby Starbucks, but the company considered this was more than offset by lower delivery and management costs (per shop), shorter queues at individual shops and increased foot traffic for all the shops in an area as new shops take custom from competitors too.  Twenty million people buy coffee at Starbucks every week, with the average Starbucks customer visiting 18 times a month.

One of its traditional strengths was the quality of its coffee.  Starbucks has its own roasting plant, from which the media are banned lest its secrets are revealed.  In its coffee shops, coffee is mixed with a lot of milk and offered in hundreds of flavours.  Its Frappuccino is positioned as a midday break in advertisements where a narrator explains ‘Starbucks Frappuccino coffee drink is a delicious blend of coffee and milk to smooth out your day.’  The tag-line is ‘Smooth out your day, everyday.’

A key problem is that Starbucks’ major competitors – Costa Coffee and Caffe Nero – have also followed a fast roll-out strategy causing rental prices to spiral upwards.  For example, Starbucks’ Leicester Square coffee shop in London was part of a £1.5 million two-shop rental deal.  Many coffee shops are not profitable and, with Starbucks continuing to operate them, it has been accused of unfairly trying to squeeze out the competition.  Nevertheless, after sustaining losses in the early years all three major players are now profitable. 

The typical consumer at these coffee bars is young, single and a high earner.  They are likely to be professionals, and senior or middle managers with company cars.  Students are also an important part of the market.  Coffee bars are seen as a ‘little bit of heaven’, a refuge where consumers can lounge on sofas, read broadsheet newspapers and view new age poetry on the walls.  They provide an oasis of calm for people between their homes and their offices.  They are regarded as a sign of social mobility for people who may be moving out of an ordinary café or low-end department store into something more classy.  Even the language is important for these consumers, where terms such as latte, cappuccino and espresso allow them to demonstrate connoisseurship.

Coffee bars also cater for the different moods of consumers.  For example, Sahar Hashemi, a founding partner of Coffee Republic explains, ‘If I’m in my routine, I’ll have a tall skinny latte.  But if I’m feeling in a celebratory mood or like spoiling myself, it’s a grand vanilla mocha with whip and marshmallows.’

Starbucks has expanded the services it provides by offering a WiFi service that allows laptop and personal digital assistant users to gain high-speed Internet access.  In the USA it has introduced an in-store music service in 45 of its shops, which allows customers to listen to a selection from 250,000 tracks.  They can then order the tracks they like, have them burnt onto a CD in the shop and buy them when they leave.  It has also struck deals to distribute CDs at its stores by artists including Paul McCartney and Joni Mitchell.

While Coffee Republic has made a major move towards becoming a delicatessen, Starbucks, Costa Coffee and Caffe Nero also offer food alongside drinks.  Starbucks targets breakfast, lunch and snack times with a limited range of both indulgent and healthy eating options.  Costa Coffee has been offering hot foods and salads since 2002.  Caffe Nero’s food offer is integral to its Italian-style positioning, with most of the ingredients for its meals coming from Italy.

The chains have also embraced the fair trade coffee idea, with Costa Coffee offering Cafedirect products since 2000 and Starbucks introducing fair trade coffee in 2002.  Starbucks has also met with considerable success for its low-calorie version of its Frappuccino iced drinks.  

The recent recession has hit all chains, but Starbucks, in particular, has suffered.  Declining performance led to the reappointment in 2008 of Howard Schultz as chief executive, the man who grew the firm from just four outlets to nearly 15,000 today.  He identified Starbucks’ problems as stemming from its outlets losing their ‘romance and theatre’.  He pointed out that the distinctive aroma of fresh coffee was less evident because of the advent of vacuum-sealed, flavour-locked packaging.  Also the use of new automated machines meant customers could not see their drinks being prepared – eliminating an ‘intimate experience’ with the barista and impairing the spectacle of coffee making.  The result, he concluded, was that some customers found Starbucks coffee shops sterile places that no longer reflected a passion for coffee.  The situation was made worse by the smell of sandwiches, which often overpowered the aroma of coffee.  Some Starbucks staff were also criticized for being unfriendly.

The problems facing Starbucks were worsened by a strong challenge from McDonald’s, which have opened ‘McCafes’ in some of their outlets where customers can buy similar drinks to Starbucks’ at a cheaper price.  Starbucks’ woes continued with a report from the consumer magazine Which?, which showed that Starbucks’ coffee was inferior to that sold at Costa Coffee and Café Nero, which topped the survey.  It was also the most expensive.   

Mr Schultz has begun to address some of these problems by introducing new, smaller espresso machines so customers can once again see the baristas making their drink.  Coffee is once again being ground by hand, restoring the aroma, and a less potent cheese is being used in sandwiches.  The baristas have also been retrained, not only in the art of making excellent coffee, but also in connecting better with customers.  The interiors of many of the company’s coffee shops are being renovated.  Stores in the USA have been closed and expansion of the chain abroad has been slowed as management realize that the market is saturated.

To make outlets more attractive during the recession, a new instant coffee brand, Via, was launched which Starbucks claims tastes as good as ground coffee but at a much cheaper price.  The company has also introduced a loyalty card, which allows for free extras such as a shot of whipped cream, syrup or soy in the coffee.

References

Based on Anonymous (2001) Coffee Republic Revamps Stores for Social Focus, Marketing, 15 March, 4; Hedburg, A. and M. Rowe (2001) UK Goes Coffee House Crazy, Marketing Week, 4 January, 28-9; BBC (2003) Cappuccino Kings, The Money Programme; Cree, R. (2003) Sahar Hashemi, The Director, January, 44-7; Daniels, C. (2003) Mr Coffee, Fortune, 14 April, 139-40; Sutter, S. (2003) Staff the Key to Marketing Success, Marketing, 19 May, 4; Anonymous (2004) Starbucks to Offer ‘Music to Go’, BBC News, 12 March, http://news.bbc.co.uk; Bainbridge, J. (2005) Off the Boil, Marketing, 13 April, 28-9; Anonymous (2008) Coffee Wars, Economist, 12 January, 57-8; Clark, A. (2008) Wall St Gets Palpitations Over Caffeine Fuelled Growth, Guardian, 7 January, 25; Fernandez, J. (2009) Back to Basics, Marketing Week, 26 February, 18-19. 

This case was written by David Jobber, Professor of Marketing, University of Bradford.
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