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[bookmark: _Toc225158921]Introduction
The Costa brothers arrived in London with a mission to bring high‑quality Italian coffee to everyday life. They blind‑tested 112 coffee variations before creating their signature blend, Mocha Italia which are still used today in the costa coffee shops. Their first roastery opened in Fenchurch Street, later expanding to a larger site in Lambeth and now you can find multiple Costa coffee shops in high streets across the UK Costa, (2026). Costa Coffee can also be found within shopping centres, colleges and universities as well as petrol stations sites. 
Costa Coffee employs approximately 12,000 people and is one of the largest coffeehouse chains in the UK. Its competitors include Starbucks, Café’ Nero, McDonalds and Greggs who also serve coffees within their promises. The Caterer reported Costa Coffee undoubtedly is the UK leader as it generates more than twice the turnover of Starbucks at £1.22-£1.23 billion compared to Starbucks UK £526-548 million company house, (2024).
 
This report shall investigate the Cost Coffee business and identify the strengths, weaknesses, opportunities, and threats it faces within the current market. It shall investigate the customer journey map to help identify how best to improve the customer experience and think of opportunities for digital innovation. The key challenges Costa Coffee faces shall be explored and ideas to make improvements positively shall be explore. Costa Coffee, (2025).
[bookmark: _Toc225158922]Key consumer and industry trends and data that affect the organisation.
New trends in consumer buying
Costa Coffee holds a 38.3% share of the UK coffee shop market as of mid‑2025, yet its growth has slowed, with 2023 revenue of £1.22B still below 2018 levels. Starbucks maintains an 18.7% share, while Greggs offering affordable, convenient take‑out coffee holds around 9%. Although Costa remains the dominant chain, the competitive landscape has shifted significantly. Challenger brands such as Urban Baristas, WatchHouse and Knoops are reshaping consumer expectations by offering premium, ethically sourced coffee paired with a contemporary, design‑led environment.
WatchHouse, for example, has built a strong reputation for its aesthetically pleasing spaces, fully compostable cups and lids, and commitment to fair pricing for coffee farmers. Its rapid expansion now operating 25 coffeehouses across London, Bath, New York and the UAE with being named Europe’s Best Coffee Shop Chain in 2024, demonstrates how modern consumers increasingly value sustainability, craftsmanship and ambience. These brands appeal to customers seeking a more curated, experiential coffee moment rather than a quick transactional purchase.
Costa, with more than 2,000 UK outlets and nearly 18,000 employees, faces rising operational costs, fluctuating coffee bean prices and intensified competition from chains like Pret A Manger and Gail’s. These pressures have made it more challenging for Costa to maintain the profit levels it once enjoyed. As consumer preferences evolve toward premiumisation, ethical sourcing and experiential retail, Costa must adapt its offering particularly through digital innovation to remain relevant and competitive.
Home coffee/barista machine purchases
Another major shift in consumer behaviour comes from the growing popularity of home coffee machines. Many consumers now replicate barista‑quality drinks at home, reducing the frequency of café visits. This trend accelerated during the Covid‑19 pandemic, when lockdowns prompted people to invest in higher‑end machines equipped with milk frothers, customisable settings and advanced brewing technology to recreate the café experience.
As technology has continued to advance, home coffee machines now offer quieter rotary pumps, eco‑friendly features and even smart connectivity. Wi‑Fi and Bluetooth‑enabled machines allow users to control brewing settings from their smartphones, adding convenience and personalisation that align with modern digital lifestyles. Brands such as Tassimo have further strengthened this shift by offering Costa‑branded pods that use the same premium beans found in Costa stores, enabling customers to enjoy a familiar taste without leaving home.
This growing home‑barista culture presents a challenge for Costa Coffee, as consumers increasingly balance café visits with at‑home convenience. To remain competitive, Costa must differentiate its in‑store experience and strengthen its digital ecosystem to offer value that cannot be replicated by a machine on a kitchen counter.
[bookmark: _Toc225158923]Disposable income and cost of living crisis
The cost of living has also played a part in how much disposable income consumers have and they may find it economically resourceful to buy pods and purchase a coffee machine to obtain a barista style coffee for a fraction of the price than in store AHDB, (2023). Although economic factors are a huge factor in raising profits, and coffee is a growing beverage category world-wide; Costa Coffee was losing money and in 2018, Coca-Cola bought Costa Coffee from Whitbread for £3.9bn. This deal had more gain for the Coca-Cola company as they are already in the drinks market and have excellent distribution links set up so can potentially grow overseas and there would be possibilities for Costa products to appear as chilled variants. (Selwood & Mattinson, 2018). 
Costa Coffee losses grew to almost £13.5m in the 12 months to 31 December 2024 which is a 132% increase in 2023’s loss of £5.8m and there are talks of Coca-Cola attempts to less after purchasing the brand from Whitbread seven years ago Nicholls, (2026).  Coca-Cola had envisaged a brand they could make into a global beverage; however, the drinks company has not invested tactically into its cold drinks market operations to successfully support Costa Coffee as a cold drink beverage across distribution channels. 
Changing Trends
Global, economic, and social factors have all contributed to the challenges Costa Coffee is currently facing. Although Costa remains the most prominent coffee shop brand in the UK, consumer tastes are shifting rapidly World Coffee Portal, (2024). The rise of speciality coffee shopsoften positioned in high‑end urban locations has changed what customers expect from a coffee experience. Brands such as Urban Baristas, WatchHouse and Knoops are offering ethically sourced beans, premium brewing methods and visually appealing store designs that feel more curated and exclusive. This has encouraged consumers to question whether a traditional Costa purchase offers the same value or experience, especially when similar beverages can be bought at petrol stations, supermarkets, or local convenience stores at a lower price Allegra Strategies, (2023).
Increasingly, consumers are seeking more than just a drink; they want an experience. This may involve meeting friends at a top‑tier barista café, enjoying a premium environment, or hosting social gatherings at home using sophisticated coffee machines. The home‑barista trend has grown significantly, with brands like Tassimo partnering with Costa to offer pods that replicate popular Costa beverages such as Cappuccinos, Lattes and Americanos Tassimo, (2024). While this partnership keeps Costa present in the home, it also highlights the challenge: consumers can now enjoy a Costa‑style drink without ever stepping into a store. As expectations evolve, Costa must adapt by enhancing its in‑store experience, strengthening its digital offering and ensuring it remains relevant in a market where convenience, quality and personalisation are increasingly important.
Social Media
Social media has become a major influence on consumer behaviour, particularly within the food and beverage sector. Instagram remains one of the most popular platforms for brand engagement, yet Costa Coffee’s presence is modest. Costa has 439k followers, whereas Starbucks boasts 17.7 million globally. Even when comparing UK‑based accounts, Starbucks UK has 429k followers only slightly fewer than Costa despite Starbucks having a much stronger global brand identity.
Starbucks consistently uses Instagram to display new product ranges, seasonal beverages and visually appealing content that aligns with current trends. Their posts are vibrant, engaging and often tied to limited‑time offers that encourage immediate action. In contrast, Costa’s Instagram content appears more static and less promotional, with fewer incentives for customers to engage or visit stores. While both brands are currently promoting matcha‑based drinks a trend dominating social media Costa’s execution lacks the same energy and visual appeal.
Costa’s Mother’s Day promotion, for example, was only available online, limiting its reach. Considering Costa’s low follower count and the fact that many mothers may not use Instagram, the campaign missed an opportunity to connect with a broader audience. This highlights a wider issue: while digital innovation is essential, traditional advertising methods such as billboards, bus stop screens and in‑store promotions still play a crucial role in reaching older demographics and those less active on social media.
To remain competitive, Costa must invest more strategically in social media marketing, ensuring its content is visually compelling, trend‑aware and supported by meaningful promotions. A balanced approach combining digital innovation with traditional advertising will help Costa capture the attention of both younger, digitally engaged consumers and older customers who rely on more familiar forms of communication.
[bookmark: _Toc225158924]Part 1: An analysis of the organisation’s approach to innovation including application of the Innovation Ambition Matrix and the current customer journey 
Innovation Ambition Matrix
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Core Innovations (Strengthening What Costa Already Does)
Costa Coffee has a strong brand behind its company and consumers are aware of the products they provide. Enhancing their mocha Italia blend will improve its roasting techniques to provide an enhanced, smoother coffee and by upgrading its Costa Express machines they can improve consistency and speed whilst serving their customers. This can support the efficiency of their drive-thru outlets as well the shops located in high foot-flow shopping/business districts. 
Costa Coffee has an App where customers can join the Costa Club and gain points/bean for every purchase and there are incentives such as a free drink at 10th purchase and even an incentive for using their refillable cups and getting a free drink after 5 when using a reusable cup in store (Costa, 2026a). They even offer a free slice of cake on your birthday, so there are incentives of using the app and there are free items to gain, however previous market research shows that the app could be improved regarding efficiency and speed of ordering and collecting items much quicker when ordering beforehand. The App also has technical issues, and ordering is not available in all stores. 
Digital loyalty improvements to their app rewards system and mobile ordering can also support the customer and make the business further efficient. The app needs improvements so that can fully connect with Express machines and be able to easily pre-order products as currently there is a lack of real-time store information which shall affect customer satisfaction and reduce time efficiency which impacts on maintaining leadership in the UK Uxcam, (2026). Costa Coffee also sell a range of pastries and sandwiches which could be improved to include healthier snacks, pant-based snacks and seasonal beverages. 

2. Adjacent Innovations (Expanding into New but Related Areas)
Costa extends its capabilities into new markets or offerings for example they have ventured out into various markets away from Costa Coffee Shops and into supermarkets with pods for Tassimo coffee machines and you can see they have ready to drink cans and bottles in supermarket shelves. Costa also can be purchased at drive thru expansions and service stations and works with big supermarket chains such as Tesco and Sainsbury’s to offer Costa stations where consumers can purchase their costa themselves. By offering their products out by various stores and multiple locations, they are reaching out to a much bigger consumer base. 

3. Transformational Innovations (Reinventing the Future of Costa)
These are high‑risk, high‑reward innovations that could redefine the brand, for example Costa Coffee could use their app to generate AI-powered personalised drinks and provide vouchers/coupons off the customers regular purchases or reward them when trying out a new item. They could try to focus on a different market such as the health-conscious generation and link with influencers to promote a health-focused beverage line and/or food products. By creating new ranges and new markets, Costa Coffee could future proof their brand. 

Costa Coffee Customer Journey Map
	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	



	Stage
	Customer goal
	Key Touchpoints 
	Opportunities 

	Awareness/ thirsty 
	Find nearest coffee shops/ drive thru 
	Signs, adverts, app, Satnav to nearest coffee shops, google maps
	Better visibility, Location- in an easy to park location or walking distance

	Consideration 
	Compare the choice of products 
	Reviews, loyalty schemes, menu, price
	Queue, location, easy to travel to

	Purchase
	Quick to order, able to get product to take out or drink/eat in
	Barista, express machine availability, app
	Fast service
Consistency
Personal customer care from barista
App service- reliable and quick pick up

	Consumption
	Enjoy the product taste, value for money
	Store environment
Was the product nice/ good quality 
	Seating/ lighting
Eco packaging 

	Post purchase
	Can you earn rewards/points 
	Loyalty app
Rewards
	Better rewards follow up. Incentives 



[bookmark: _Toc225158925]Digital Innovation improvements
Digital Innovation refers to digital technology to help support and improve existing business processes, products and services. It comprises of new ideas and changing how organisations approach problems and deliver solutions as well as implementing new ideas to improve customer experience (BSBI, 2026). Digital innovation enhances the customer experience and staying ahead in the advertising of new products shall allow business to sell the products faster and by tailoring products and services satisfy customers and they are more likely to recommend services and products to others. 
The benefit of digital innovation is to increase productivity and efficiency, greater customer satisfaction, more data utilisation to personalise products, enhance market reach and business opportunities and better risk management and responding to change and trends that are occurring in places and on social media platforms. The challenges are that it is a high initial investment, employees shall need to be onboard with promotional offers and how these will look like when customers come into store and use their digital app, there are security and data concerns and there is a need for continuous upskilling and learning. 
The reviews show that Cost Coffee App is user friendly in terms of good interface and reward point system, however there is a constant negative which is consumers are unable to login. The App does not offer personalised drink recommendations or tailored offers which can make the app user feel as though they are not being considered or a loyal member of the Costa Coffee club/app. It can create a distance when an app has no personalisation with the consumer, and it can create a barrier between the consumer and the company/organisation. Costa Coffee App technical issues can make consumers go elsewhere if they experience technical problems and this can mean consumer dissatisfaction. With the market being saturated with coffee shops and offering high quality baristas and ambient space and convenient locations, it is important for technical issues to be addressed so Costa is not losing customers. 
[bookmark: _Toc225158926]Part 2: Proposed new digital transformation initiative and how it will add value to the organisation (including the new and enhanced customer journey map)

From the information gathered and presented in part 1 of the report, it is apparent that Costa Coffee are a well-established brand and they have millions of customers around the UK. Their stores are inviting and the atmosphere is positive and so the main area of concern is the digital innovation of the App. The digital age market is growing bigger, and whilst the traditional coffee shop and sitting down and having a chat with your friends/colleagues/family or meeting point is still needed, many people are extremely busy to sit down for a nice long relaxing catch up over coffee. So it is imperative that Costa Coffee try to improve their App capabilities by having up to date information, knowledge of menu varieties, adding new promotional products and making the customer experience furthermore personal by understanding their likes, dislikes, dietary requirements and work schedule so that it can promote products intellectually so the customer want to order the latest tastes/ inventions or seasonal product. 
The app could interact with the weather apps to understand what the weather is like and promote iced milkshakes or smoothies on hotter days and hot chocolate flavours or new coffee flavour hot beverages on cooler days to entice customers into the store or on the go.  
Costa can improve their social media marketing strategies alongside their App. They can try to indulge their customers with better incentives, although they do offer better free cups of coffee/beverages after a smaller number of purchases than their competitors they could expand their digital app to allow consumers to order quickly and effectively. 
Costa can also investigate how competitors such as Starbucks improve the efficiency for customers to pick up their orders from stores. They created a patent for an intelligent RFID based display system to track orders and fulfil orders in real-time order updates Foresight, (2025). Costa could investigate investing into digital applications and improving these further. 





Recommendations to improve digital innovation. 

1. Improve social media platforms to best advertise new products. They wish to approach influencers and celebrities to help support the product, for example a sportswoman or sportsman to highlight the health benefits of fruit smoothies they may be offering over the seasonal period. For example, a tennis player if they we trying to promote a strawberry and cream flavoured smoothie as it is associated with summer and Tennis/Wimbledon season. 
2. Increase the number of stores where customers can order at real time and collect in store with real digital time. 
3. App promotions shall need to be increased, and further promotions generated for Costa Club members. When a new product is introduced, Costa could provide members a 50% discount for 7 days so that it can promote the product, and if successful, further purchases will be made and recommendations given by members to friends and family. 

New innovative customer Journey based on App improvements.
	Stage
	Customer goal
	Key Touchpoints 
	Opportunities 

	Awareness/ thirsty
On phone with notifications on
See adverts/new products 
	Find nearest coffee shops/ drive thru. Sell new products 
	Signs, adverts, app, Satnav to nearest coffee shops, google maps
	Better visibility, Location- in an easy to park location or walking distance

	Consideration – new products in store. Appealing, health benefits, seasonal beverages 
	Compare the choice of products.
Wish to try something new and innovative before it goes if it is seasonal
	Reviews, loyalty schemes, menu, price. Apps- offers and high percentage off for a very limited time
	Queue, location, easy to travel to if nearest store offers the product. If it is for a limited period discounted, then it gives the customer less time to think and so they wish to instantly purchase the product whilst they have the limited offer to purchase at 50% off. 

	Purchase
	Quick to order, able to get product to take out or drink/eat in. 
	Barista, express machine availability, app
	Fast service
Consistency
Personal customer care from barista
App service- reliable and quick pick up

	Consumption
	Enjoy the product taste, value for money 
	Store environment
Was the product nice/ good quality. 
	Seating/ lighting
Eco packaging
If the product is visually appealing customers choose to take a picture with and let their friends & family know about the new product/s and taste to promote it and further marketing opportunities can be available

	Post purchase
	Can you earn rewards/points 
	Loyalty app
Rewards
	Better rewards follow up. Incentives 
Costa Coffee can extend the offer to Costa Club family and friends if the member introduces signing up to the app, then the member and new Club member can enjoy a beverage at a discounted rate. 





The customer experience shall enable to promote the App and make the customer feel they being rewarded for being a member but also supports the idea of inviting/recommending new customers to benefit members and new members alike. The advertising is s till an important to promote Costa Coffee, because although they are already an established brand, there are new upcoming new Baristas that are enticing existing Costa Coffee customers and by providing new products and promoting for a limited amount of time, customers shall feel they need to try he product immediately. And although it is discounted heavily for the first purchase, if the customer enjoyed the product, then they are more likely to purchase it again. 
By personalising offers and products, customers shall feel they are gaining a service and product designed and invented just for them. Although this concept can be difficult to create, Costa could use AI to understand what the customer purchases and then with the information, when there are new products or sandwiches/pastries they usually purchase, the customer will get a notification to advise of new products they may like. For example, if the customer purchases Cappuccino and cake most of the time and there was a new frothy coffee with matcha or new roast blend, chocolate flavoured varieties Cappuccino or new cakes in store, then these can be promoted to customers who would be most likely to purchase these. 






Conclusion
The report details the challenges encountered by Costa Coffee in the contemporary world. Various factors, including environmental, global, and social influences, affect all businesses. This report emphasizes the primary area of digital innovation in which Costa Coffee should further invest to enhance their brand, introduce new product lines, and offer services that make customers feel appreciated through personalized promotions. Additionally, it addresses the needs of customers who are frequently on the move and desire a quick and easy way to purchase beverages via a seamless application that enables them to order, pay, and collect their drinks within minutes. The customer journey underscores the necessity of staying current with our digital society and the convenience that customers expect. Emerging upscale coffee chains are providing high-quality coffee beans along with an inviting shop and barista experience, attracting patrons who prefer to linger over their coffee. Nevertheless, Costa Coffee has already built a strong brand and reputation for their coffee; they now need to enhance their digital capabilities to attract a customer base that is well-aligned with the digital era. By fortifying their digital ecosystem, Costa Coffee can not only improve operational efficiency but also strengthen customer loyalty, ensuring that they remain competitive in a swiftly changing market where convenience, personalization, and technological adeptness increasingly shape consumer expectations.
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The matrix is divided into three innovation zones:

Innovation Focus Examples for Costa Coffee
Type

Core Improve existing products, Better coffee quality, faster service,
Innovation services, and operations menu tweaks

Adjacent Expand info new but related  New product lines, new sfore formats,
Innovation markets or offerings new customer segments
Transformation  Create entirely new business  Smart cafés, Al-driven personalization,

al Innovation models or experiences sustainability breakthroughs




