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Starbucks is one of the world's leading brands in terms of coffee. The company was developed in 1971, in USA, Seatle. By 1996, Starbucks started its expansion into international markets such as Japan, Europe and China. The core mission of the company since its foundation was to support connection between people through a cup of coffee. Starbucks came to the UK in 1998 and opened its first shop on Kings Road London. Since then, the giant coffee chain developed 1320 stores and 38,000 stores all over the world. In the UK, the company employs 3.664 people. 
The aim of this report is to analyse the impact of the internal and external business environment on the strategic plan of Starbucks. During its operational years, Starbucks managed to survive difficult times such as Covid-19 or the economic crisis from 2008. The coffee chain also survived changes in consumer trends, changes in demographics and adapted successful to the contemporary digitalized business environment. 
Therefore, it is important to analyse what factors affected Starbucks over the time and how Starbucks chose to respond to these factors to stay successful in this competitive business environment. 
The report will conduct a SWOT analysis of Starbucks to analyse its internal environment, a PESTEL analysis to analyse the external environment of Starbucks and Porter’s Five Forces Analysis to analyse the competitive environment of the company. 
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PESTLE Analysis
Pestel Analysis is a widely used analytical tool to assess opportunities and threats in the external environment. The Pestel Analysis of Starbucks will be applied considering the external forces of UK only. 



Political
Some major political changes that impacted Starbucks in the UK are the UK withdrawal from the European Union, the Covid-19 pandemic and the current war between Rusia and Ukraine and Gaza vs Israel. After Brexit, Starbucks faced new tax tariffs, new labour regulations and a significant gap in the labour market. Shortly after Brexit was announced, Starbucks reported a profit loss of 61% (BBC, 2017). During Covid-19 when people were asked to follow the lockdown regulations, Starbucks reported the lowest profit for over 10 years of activity- $19 billion (Statista, 2024a). In 2023, Starbucks fought with inflation, high cost of living, however the company has reported a revenue of $26 billion, a little bit bigger than revenue in 2023. 
Economic
The UK economic environment has been challenged dramatically over the last 4 years since the pandemic started. During the pandemic, the UK registered the lowest GDP rate in over 50 years and even if efforts were made to recover from this crisis, the international conflicts between Rusia and Ukraine and Gaza vs Israel created a new disequilibrium (Mark Stephens, 2021). The high inflation rate caused a significant increase in cost of living, decreasing disposable income of consumers and their spendings on discretionary items such as take-away coffee. Apart from this, it also increased operational expenses for Starbucks (Macrotrends, 2024) who increased the price for a medium late from 3£ in 2021 to 4£ in the present. 
Social
The UK has one of the most diverse populations from the world. Many nationalities have found home in this country which makes Starbucks to create products for different markets, enhance product portfolio and increase sales. Starbucks should not only be interested in consumers’ trends in terms of coffee, but also of consumers trends in terms of corporate behaviour. For example, Starbucks has been recently boycotted by protesters against the war between Palestine and Israel because in one post done on Facebook, someone used Starbucks’ logo in post against one of these parties. Since then, consumers took it as Starbucks supports the war and have started a ‘war’ against the giant coffee chain (Mosolova, 2024). 
Technological
One of the major characteristics of the contemporary business environment is the technology. Starbucks has anticipated this shift to digitalization and has used every resource to improve its services, minimise its costs and enhance customer experience. For example, Starbucks use Artificial Intelligence to analyse market data, predict sales, forecast demand, identify customer feedback and many other areas of interest for the company (Marr, 2024). It has also created its own app that can be used by the client to order coffee to go and avoid the waiting time in the shop. On the app, the client can deposit money for coffee, receive gift cards from friends for coffee and collect loyalty points to receive free coffee in the future. 
Legal
Starbucks must comply with different laws and regulations to maintain a clean and trustworthy brand image as well as to avoid financial damage to the organisation. Over the years, Starbucks has made some mistakes in terms of following labour laws. For example, in 2023 an ex-employee sued Starbucks for wrongful termination of contract based on racial discrimination. The ex-employee won $25 million from the coffee retailer (BBC, 2023). 
Environmental
Consumers’ focus on sustainable businesses as well as global constant call for developing sustainable business practices has also made Starbucks to take actions and integrate sustainability at the core of its business operations. The company prises itself in using sustainable costs or sourcing coffee from ethical business. however, some accuse Starbucks lying about using 100% sustainable coffee beans. Some consumers argue that Starbucks suppliers violate labour laws and other regulations that Starbucks oversees during its collaboration with them (Bhatnagar, 2024). 
According to this above analysis. Starbucks anticipates and responds well to many external forces; however, the company does makes mistakes in areas like social factors or environmental factors. 
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Porter's Five Forces is a useful framework for analysing the competitive dynamics within an industry:
1. Threat of New Entrants: New entrants in the UK coffee market face moderate barriers to entry. New entrants face intense competition from coffee chain such as Starbucks and Costa, and they also face local competition from local coffee shops on the market. New entrants can act as strong competitors against Starbucks if they prefer to offer low-cost coffee, however the risk is minimised as new entrants do not have a brand history and required financial and human resources to promote their business offerings as Starbucks does (Greenspan, 2024). 
2. Bargaining Power of Suppliers: Starbucks has established collaboration with a diversified pool of suppliers, which reduced the chances of the brand to rely on one single party for raw materials. However, the need of Starbucks for high quality coffee beans makes a moderate bargaining power of suppliers. 
3. Bargaining Power of Customers: Due to the strong brand reputation established by Starbucks and its customer loyalty program, Starbucks has managed to create a moderate bargaining power of buyers (Dudovskiy, 2022).
4. Threat of Substitute Products: Starbucks also minimised threat of substitutes products as the company also offers a diversified portfolio of teas, milkshakes, and other refreshments. Customers can find almost any drink they want in a Starbucks’ store (MBASkool, 2024). 
5. Industry Rivalry: Starbucks faces intense competition from industry leaders in the UK such as Costa or Pret-a-Manger. Apart from strong brands like those mentioned previously, the company also competes with small local brands. To maintain a competitive edge on the market, Starbucks relies heavily on innovation and marketing of its products (Cheddar Flow, 2023). 
From the above analysis, it can be said that Starbucks manages well micro-environmental forces. The brand has managed to moderate each of the five forces that could reduce its operational profits, and the benefits of these efforts can be seen in its successful financial performance. 
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Strengths
	Strengths 
	Weaknesses 

	Strong Brand Loyalty 
Presence on international market 
Diversified portfolio of products
	Premium pricing strategy limits the target market of the company 
Lack of presence in rural areas 

	Opportunities
	Threats 

	Use of AI to improve and innovate operational process 
Use of AI to improve customer loyalty and customer satisfaction 
	Intense competition 




[bookmark: _Toc184409152]Stakeholder Analysis Table
	Stakeholder
	Interests
	Influence
	Engagement Strategy

	Customers
	Quality, sustainability, affordability
	High
	Feedback loops, loyalty programs, personalized offers

	Employees
	Fair wages, career progression
	Medium
	Competitive pay, training, inclusivity initiatives

	Suppliers
	Fair trade, long-term contracts
	Medium
	Transparent agreements, sustainability collaboration

	Investors
	Profitability, risk mitigation
	High
	Financial updates, sustainable growth strategies

	Government
	Compliance, tax, environmental laws
	High
	Adherence to laws, industry lobbying

	Communities/NGOs
	Local jobs, environmental stewardship
	Medium
	CSR programs, local partnerships
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	Existing Market
	New Market

	Incremental
	Digital loyalty app upgrades, sustainable packaging
	Drive-Thru efficiency, plant-based products

	Radical
	AI personalization, virtual cafés
	Coffee subscription, carbon-neutral stores
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[bookmark: _Toc184409155]Recommendation 1: Pay attention to customers’ interests
Incidents like the ones discussed earlier in the can affect the perception of consumers about the brand and impact negatively on company’s sales. The company should identify the social needs of consumers and either take a neutral position or consider twice their approach towards different events. 
Justification: McDonalds for example has been involved in the same scandal regarding the war between Israel and Palestine, and the company reported sharp falls in revenues in the areas protests were done against the company (Mosolova, 2024).
Impact and Cost Implications: Considering customers’ needs and wants and supporting social causes with them can help the company to demonstrate company’s values and dedication towards connecting people and making the world a more sustainable place. Avoid being involved in scandals like this does not take money but more like an ethical approach. It is like Carroll (1991) said, going above what is expected by the law to doing what is right in a situation. 
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The analysis conducted in this report demonstrated the strategic approach of Starbucks to external forces and internal resources and the carefully planning between these two variables. The success of Starbucks is based on its ability to anticipate and respond to these forces, using the right amount of resources and investment. The strategic planning of the company allowed it to pass successfully through different challenges such as Covid-19, Brexit, the global economic crisis created by the 2 current wars. Starbucks pays great attention to its customers and uses innovation to continuously improve its services, but it lacks in listening to consumers concerns regarding different social disasters. Starbucks should consider this concern of consumers and take action to minimise at least negative involvement in this kind of situations. 
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