

 	STUDENT NAME: VIOLETA IVANOVA VASILEVA
                                                                             STUDENT NUMBER: 2113478


Dissertation Proposal
The impact of digital marketing strategies on customer engagement in Costa Coffee (UK)


Table of Contents
1. Introduction	3
1.1 Background and Market Overview	3
1.2 Problem Statement	3
1.3 Proposed Solution	4
1.4 Aim and Objectives	4
2. Literature Review	5
3. Methodology	8
3.1 Research Method	8
3.2 Data Collection and Analysis	8
3.3 Ethical Considerations	9
4. Intended Outcome	9
References	10



[bookmark: _Toc228178897]1. Introduction
[bookmark: _Toc228178898]1.1 Background and Market Overview 
The coffee shop business in the United Kingdom is one of the most vibrant and strong industries in the food and beverage market. The industry has grown steadily over the last ten years due to the changing consumer lifestyles, urbanisation and rising demand for high-quality and convenient foodservice experiences. The British Coffee Association (2024) reports that, on average, 98 million cups of coffee are consumed in the UK every day, which shows the firmly entrenched position of coffee in the daily life of the population. Moreover, recent statistics indicate that approximately 80% of adult UK coffee drinkers consume it regularly, which demonstrates the uniform demand among various population segments (Lavazza Professional, 2025). 
The market size of branded coffee shops in the United Kingdom was estimated to be about £6.1 billion in 2024, and there were over 11,500 outlets in the country (Lumina Intelligence, 2025). Economic issues, like inflation and increased cost of doing business, have not affected the market adversely, but rather it has been boosted by robust consumer demand and the growth not only of the large chains but also of the independent cafes. 
With the rise of digital technologies, customer expectations have shifted significantly, with greater emphasis on convenience, personalisation, and interactive engagement. As a result, digital marketing has become a critical tool for coffee chains to influence customer behaviour and build long-term relationships. However, despite its growing importance, there is limited research on how effective these digital marketing strategies are in enhancing customer engagement within large coffee chains such as Costa Coffee. This highlights the need for further investigation in this area.
Costa Coffee is one of the leading coffeehouse chains in the United Kingdom and a major player in the global coffee market. Founded in 1971, the company has expanded significantly, operating over 2,800 stores in the UK and thousands internationally. In recent years, Costa Coffee has generated annual revenues exceeding £1 billion, reflecting its strong market position and brand recognition. The company has also invested heavily in digital innovation, including mobile ordering and loyalty applications, to enhance customer engagement and maintain its competitive advantage (Agrawal et al., 2025). Consumers are much more favourable to the ethically sourced coffee, positive environmental practices and the aesthetic appeal of the environment. Remote working has also led to the emergence of the need to have coffee shops where people can work and interact with friends in comfortable environments.
[bookmark: _Toc228178899]1.2 Problem Statement
Although digital marketing has gained widespread use, there is still scanty knowledge on whether it can effectively impact customer engagement and loyalty in the coffee shop industry. Although brands are spending a lot of money on digital platforms, it is not yet clear how these strategies will translate to the actual consumer behaviour and long term relationships. This leaves a research gap especially when it comes to large coffee chains like Costa Coffee.
[bookmark: _Toc228178900]1.3 Research Rationale
To fill these gaps, Costa Coffee is proposed as a customer-focused coffee shop that will offer a high-end and multi-purpose cafe experience. The business will be a combination of quality artisan coffee and a well-planned environment that would encourage both relaxation and productivity. The cafe will offer essential facilities including high-speed Wi-Fi, available charging outlets, as well as comfortable seating arrangements so that customers can use the facilities to work, study or even socialise. The unique selling proposition (USP) of Costa Coffee is that it combines three major factors, namely: the premium quality of products, a work-friendly third place environment and the concept of sustainability. The cafe will obtain coffee beans that were produced ethically and will employ environmentally friendly policies like recyclable packaging and minimisation of waste. Moreover, the business will focus on individualised customer care and a powerful brand image based on online marketing and social media usage. Costa Coffee will establish a unique market presence by targeting students, remote employees, and young professionals. This combined strategy not only addresses the changing consumer demands but also offers a competitive edge in the market that is fast becoming saturated with coffee shops in the United Kingdom.
[bookmark: _Toc228178901]1.4 Aim and Objectives 
Aim: To assess the effectiveness of online marketing tactics on the customer interaction in Costa Coffee (UK).
Objectives:
· To analyse how digital marketing affects the behaviour of customers.
· To examine the influence of the social media and online interaction on brand loyalty.
· To determine how customers view the digital marketing strategies used by Costa Coffee.
· To determine major issues that improves customer engagement in coffee shop business.
[bookmark: _Toc228178902]2. Literature Review 
Digital marketing has become a key element in improving customer engagement. Arli et al. (2024) stress the importance of social media platforms that allow the business to communicate with customers directly, enhancing brand identity and loyalty. In a similar vein, Jonkisz et al. (2021) emphasize that digital engagement is becoming increasingly relevant in influencing consumer decisions. Nevertheless, online presence is not enough, and it should be backed by good offline experiences.
Marketing and its impact on consumer behaviour and decision-making plays a significant role in shaping customer engagement in the coffee shop industry. Burns (2022) notes that consumer behaviour is influenced by personal factors (attitudes and preferences) and external factors (marketing communication, social interaction). For digital marketing, this means that digital media, advertising and brand communications are essential in how consumers engage with a brand. But while digital media offer increased exposure and convenience, their impact is contingent on their compatibility with consumer needs and habits.
A major focus of this study is to examine the impact of digital marketing on consumer behaviour. While digital channels allow companies to communicate more effectively, their impact on purchase behaviour is not always clear-cut. Dubey and Kothari (2022) point out that tangible behavioural measures, including repeated visits and purchase intentions, need to be backed by empirical evidence. This implies that although businesses may heavily invest in online marketing techniques, the effect on consumer behaviour must be assessed. In addition, Khanka and Gupta (2022) suggest that consumer behaviour of all types in the service sector is highly volatile, and therefore, marketing strategies also need to be flexible.
Another key aspect of this research is the role of social media and online communication in brand loyalty. Although you have introduced this element, it's important to critically explore the mechanisms of developing loyalty. Devi (2023) notes that brand loyalty is not just about marketing influence, but is cultivated through ongoing positive customer experiences. In the digital world, this means consistent engagement, personalised engagement and responsiveness. But, according to Burns (2022), greater digital interaction does not necessarily lead to loyalty, as consumers can engage with several brands at once. This presents an issue for brands such as Costa Coffee, which need to stand out in the digital marketplace.
Besides consumer behaviour and loyalty, another important aspect is the perception of digital marketing through the eyes of consumers. This is determined by how customers understand marketing communications and perceive their relevance and credibility. The research by Apriliani and Tuti (2024) highlights the impact of environmental and experiential factors on customer perception. While their research centers on the physical environment of cafes, the insights can be applied to the online environment, where the visual aspects, information quality, and experience also play a crucial role. This implies that online marketing should not only convey information but also evoke positive and memorable perceptions consistent with the brand image.
The theory of the experience economy, as outlined by Baltezarevic and Baltezarevic (2024), also highlights the role of perception in consumer engagement. This theory states that consumers are looking for memorable and engaging experiences over functional value. In the digital space, this could be through storytelling, interactive marketing and visually engaging content. However, a key limitation is that not all customers are equally responsive to these tactics and overemphasising experience may result in a decline in customer satisfaction and loyalty if expectations or value is not met.
Another key factor in customer engagement is service quality. The SERVQUAL model (Jonkisz et al., 2021) offers a way to assess service quality, which can apply to online services. An example would be responsiveness in online communication and reliability in executing promotions or discounts, which affects customer trust and satisfaction. Arli et al. (2024) also suggest that quality of service is related to loyalty and engagement, especially in online environments. But this model might have a blindspot in terms of feeling and experience, which are becoming increasingly important to consumers.
The second aim of this research is to understand what factors enhance customer engagement in coffee shops. The literature indicates that engagement is a function of service quality, customer experience and innovation. The British Coffee Association (2024) notes the competitive environment in the UK coffee market, characterised by high consumption, which offers opportunities and challenges to businesses. Here, it is crucial for businesses to move beyond conventional marketing strategies and embrace an integrated approach with digital and physical elements.
Thus, creativity and flexibility play a crucial role in improving customer experience. According to Khanka and Gupta (2022), companies need to adapt their strategies to keep up with market dynamics. This means embracing new technologies, enhancing customer engagement approaches, and keeping up with trends. But, as Dubey and Kothari (2022) point out, these strategies need to be backed by research to ensure they are effective and meet customer needs.
Another factor which affects customer perceptions is branding. According to Agrawal et al. (2025), brand identity is a strong factor that increases the customer loyalty and perceived value. On a competitive market, sustaining a competitive advantage requires differentiation strategies (Rathnasiri et al., 2025). The other emerging factor is sustainability that influences consumer behaviour. According to Roy and Datta (2022), there are more ethical considerations in the purchasing decisions, but the attitude-behaviour gap is a challenge (White et al., 2019).
On the whole, the existing literature suggests that the experience, branding, and digital interaction create a complex of factors that influence customer engagement. Nonetheless, the literature that combines digital marketing to a specific situation of big coffee chains in the UK is scarce and this study is going to fill this gap.
Overall, the literature suggests that the effectiveness of coffee shop businesses is determined by the combination of a variety of aspects. The differentiation, branding, and customer engagement help to gain a competitive advantage, and the sustainability and financial planning are required to be sustainable in the long term. However, in spite of all the research, the gap in integrating these elements under one business model exists. Thus, a coffee shop that combines high-quality products, an employer-friendly setting, and sustainability is highly likely to meet the needs of the existing market environment and become a successful one.
[bookmark: _Toc228178903]3. Methodology
[bookmark: _Toc228178904]3.1 Research Method 
This study will use a quantitative primary research methodology to assess the viability of the Costa Coffee. The survey will be carried out through a structured questionnaire survey through the use of closed-ended questions that will be used to get measurable data regarding customer preferences, spending behaviour and expectations. The intended audience will be students and young professionals, with the approximate sample population of 80 respondents, which is reasonable for a small-scale business research. This approach is chosen because of its effectiveness, dependability, and the capacity to produce statistically analysable data (Dubey and Kothari, 2022). Besides, industry reports and market research sources will also be consulted to support findings with secondary data.
[bookmark: _Toc228178905]3.2 Data Collection and Analysis 
Primary data will be gathered using an online questionnaire, which will be sent out to the target audience. The questionnaires will consist of questions regarding coffee habits, favourite prices, and expectations based on coffee cafe settings. Industry reports, scholarly journals and market databases will also be used to collect the secondary data to gain a contextual understanding. The data analysis will consist of descriptive statistical methods, such as percentages and charts, to determine the trends and patterns. It is possible to understand customer preferences clearly with this method and make evidence-based management choices in favour of the business (Saharan et al., 2024). The reliability and validity of the findings are improved by the use of primary and secondary data.
[bookmark: _Toc228178906]3.3 Ethical Considerations 
The research will be conducted with consideration of ethical issues to guarantee the integrity and protection of the participants. The respondents will be informed about the reason behind the study, and their consent will be taken before the data is collected. The involvement will be voluntary, and the respondents will be at liberty to withdraw themselves. The anonymity and confidentiality will be guaranteed because there will be no collection of personal identifying information. Only for academic purposes will the data be used, and the data will be stored in a secure way. All these measures will meet the ethical standards of research and make the study performed responsibly and professionally (Dubey and Kothari, 2022).
[bookmark: _Toc228178907]4. Intended Outcome
It is hoped that this study will prove that digital marketing has a major role to play in the increase of customer engagement in the coffee shop industry. Social media engagement, personalised promotions and online platforms are expected to have a positive impact on customer loyalty and brand perception.
The results will be an addition to the current literature because they will give information on how digital marketing strategies can affect consumer behaviour in large coffee chains like Costa Coffee. The research can also have practical implications on the competitive UK coffee market through enhancing marketing strategies. 
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