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Costa Coffee began in London in 1971, when Sergio and Bruno Costa established the business. It later became recognised for its Italian-inspired coffee blend and its presence as a high-street café brand (Costa Coffee, 2026). Costa is now part of The Coca-Cola Company, after being purchased from Whitbread in 2019 (The Coca-Cola Company, 2019).
This report uses the PESTLE framework to analyse Costa Coffee’s current business situation. PESTLE considers the key external factors, including political, economic, social, technological, legal and environmental influences, that affect an organisation’s wider external environment  (Johnson et al., 2020). This model is appropriate because Costa’s marketing decisions are affected by changing consumer behaviour, cost pressures, technological development, regulation and sustainability expectations. As Kotler et al. (2020) argue, marketing decisions must be based on a clear understanding of the external environment, rather than only on internal organisational strengths. 
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Political factors have a direct impact on Costa Coffee because the hospitality sector is labour-intensive and sensitive to government policy. In the UK, increase in the National Living Wage create higher employment costs for coffee shop operators. This is important for Costa because store-based service depends heavily on baristas, supervisors and customer-facing staff. Rising wage costs may reduce profit margins. From a marketing perspective, Costa must decide whether to pass higher costs to customers through price increases or protect customer loyalty through value promotions. Therefore, Costa should use targeted promotions and loyalty rewards rather than relying only on general discounting. 

Economic factors are also significant. The UK’s branded coffee shop sector has expanded steadily, but customers are becoming more careful about prices. World Coffee Portal (2026) reported that the market was worth £6.8 billion and included 12,313 outlets. Costa has the advantage of high brand recognition, although changing lifestyles mean that customers now expect healthier food options, as well as products that fit social, study and work routines.. Jobber and Ellis-Chadwick (2020) explain that price is not only source of revenue but also a signal of value. Costa’s challenge is to maintain its premium image while remaining affordable. This has implications for its marketing mix.

Social factors influence Costa’s product and brand decisions. Coffee shops are now used not only for drinks, but also as social, study and workspace. This means Costa sells both a product and an experience. Kotler and Keller (2016) argue that successful brands create emotional as well as functional value. Costa benefits from strong brand familiarity, but changing lifestyles mean customers increasingly expect healthier food, plant-based alternatives, iced drinks, seasonal products and convenient takeaway options. Costa should therefore continue to develop menu innovation, including lower-sugar drinks, vegan options and limited-edition ranges, while maintaining the reliability associated with its core coffee offer. 

Technological factors are increasingly central to Costa’s marketing strategy. Digital ordering, loyalty apps, self-service machines and data-driven promotions affect how customers interact with coffee brands. Costa Club allows customers to collect rewards and encourages repeat purchasing. Chaffey and Ellis-Chadwick (2019) suggest that digital marketing helps businesses develop closer relationships with customers by using online tools, data and personalised communication. Costa can use customer data from its app to provide personalised offers, promote new products and encourage visits. Costa Express machines also expand the brand beyond traditional cafes by making Costa available in petrol stations, supermarkets and workplaces. 

Legal factors also affect Costa’s operations and marketing communications. Food businesses must comply with allergen labelling, food safety rules, employment law and data protection regulations. The Food Standards Agency requires businesses selling prepacked food for direct sale to provide full ingredient and allergen information (Food Standards Agency, 2021). This is important for Costa because it sells sandwiches, cakes and other food products alongside drinks. In addition, Costa’s loyalty app and digital marketing activity must comply with UK data protection rules. If customers believe their personal data is being misused, or if food information is unclear, brand trust may be damaged. Costa must therefore make legal compliance part of its customer experience and brand reputation strategy.

Environmental factors are increasingly important in the coffee industry. Coffee production, packaging waste and carbon emissions all create reputational risks for large coffee chains. Costa states that it is working towards net zero by 2040 and is focusing on coffee sourcing, cups, packaging and emissions reduction (Costa Coffee, 2026). This has marketing implications because environmentally aware consumers may prefer brands that demonstrate responsible behaviour. However, sustainability claims must be credible. Since many coffee chains now promote sustainability, Costa should communicate measurable progress rather than general environmental claims. Reusable cup rewards, recyclable packaging and responsible sourcing should be made more visible within stores and digital marketing. 
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Costa’s PESTLE analysis suggests that its main challenge is not awareness but protecting its competitive position in a changing market. Following Porter’s view that strategy creates a unique and valuable position, Costa should avoid competing mainly on price and instead emphasise quality, comfort, convenience and responsibility. 
Political and economic pressures, including higher wage costs and price-sensitive customers, mean heavy discounting could damage margins and weaken quality perceptions. A stronger response is targeted value, such as breakfast bundles, student offers and personalised Costa Club rewards. Technology and sustainability also offer opportunities through Costa Club, Costa Express and environmental messaging, but these must be credible, transparent and data compliant. Coca-Cola’s 2024 coffee decline shows Costa must keep adapting its value proposition.
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In conclusion, Costa Coffee remains one of the UK’s leading coffee brands, but its external environment creates both opportunities and threats. Cost-related pressures from political and economic factors create challenges for Costa, whereas developments in society and technology offer chances to improve products and build better customer relationships. Legal and environmental factors also shape how Costa communicates with customers and protects its reputation.
Costa should follow four key recommendations. First, it should strengthen Costa Club by using personalised offers and value-based rewards. Second, it should maintain affordability thorough bundles rather than damaging the brand with excessive discounting. Third, it should continue investing in Costa Express and digital convenience. Finally, it should communicate sustainability progress more clearly and transparently. 
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