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1. [bookmark: _Toc183466728]Introduction
Starbucks started as a single-store shop in Seattle’s Pike Place Market in 1971, offering the world’s finest fresh-roasted whole-bean coffee (Starbucks, 2024). The story of Starbucks changed in 1987 when Howard Schultz purchased it with help from local investors, attempted to introduce the Italian coffeehouse tradition to the US, and conceptualised it as a third place between work and home. Starbucks has a global presence in over 86 markets worldwide and is committed to providing a welcoming place where customers and partners worldwide can connect. 
According to Starbucks (2023), it has expanded its presence in 
UK with over 1100 stores owing to bold product innovation and industry-leading coffee craft. It has seen huge growth in UK over last 25 years, investing in digital channels, new store formats, and expanding the Third Place as customer expectations and habits evolve. 
2. [bookmark: _Toc183466729]Findings - Factors Impacting Starbucks in the UK
The macroenvironment comprises external factors that impact organisation’s establishment, survival, growth, and goal achievement. The external environment of an organisation consists of general environment and competitive environment. The competitive environment comprises industry and the markets in which an organisation competes (Kiboi, 2023). Political, economic, socio-cultural, technological, legal, and ecological factors constitute the general environmental factors affecting the business environment. 
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Figure 1: Source - Kiboi (2023)
a. [bookmark: _Toc183466730]PESTLE Analysis
According to CIPD (2024), PESTLE Analysis studies external environmental factors affecting the organisation’s performance and impacts its decision-making. It enables organisations to maximise opportunities and minimise threats and empowers them to assess risks specific to the industry and organisation and make informed decisions. It helps in strategic planning, workforce planning, marketing planning, product development, and recognises the context for change.
According to Henry (2021), political factors affecting the business environment include government policies, stability, taxation policies, and regulations. Organisations must innovate and achieve efficiencies when governments open up markets through deregulation to remain competitive. 
Starbucks has faced customer backlash and boycotts over gripes relating to the Middle East conflict and anti-American sentiments and has recorded sales below the estimated figures (Taaffe-Maguire, 2024). As a global corporation with stores in over 86 countries, changes to government laws, regulations, rules, reporting obligations, and related compliance obligations could result in significant increase in operational costs (Starbucks, 2024). Its business is affected by additional taxes imposed by jurisdictions, government regulations, and other health guidelines related to stores’ operations, geopolitical instability, and international conflicts. Starbucks sources its coffee from Latin America, Africa, and Asia Pacific, many of which are characterised by political instability, social unrest, and armed conflict, disrupting the supply chain and reducing production. Trade disputes and protectionism can lead to increased production costs resulting in reduced profitability. 
The economic factors affecting the business environment include economic growth rates, inflation rates, exchange rates, interest rates, unemployment rates, wage rates and disposable income, and monetary and fiscal policies of the country (Akkucuk, 2023). It consists of macroeconomic factors which deal with the management of product demand and microeconomic factors that depend on people’s attitude towards spending. 
Economic conditions in UK for businesses are quite challenging, as inflation rates continue to soar, slower economic growth, cautious approach of consumers to spending, and an increased savings mentality (Selfin, et al., 2024). According to Starbucks (2024), its UK revenue has shown an increase of 21.9% over last year owing to investment in drive-thru stores and digital channels and improvements to the loyalty program, increased demand for cold beverages, and increase in average basket value per customer. Higher inflation rates have led to increase in its product prices and wages which has affected the profitability of Starbucks.
Stakeholders’ behaviour and the specific characteristics and demand for a particular product or service are influenced by social factors. Understanding social trends enables organisations to strategically position their brands and offer products or services to meet customer expectations (Palazzo & Micozzi, 2024). Demographic factors, psychographic issues, lifestyle influences, purchasing behaviour, consumer perception of products or brands, impact of communication campaigns, influence of role models, and racial, ethnic, and religious dimensions constitute social factors that impact business. 
Starbucks has made efforts to improve employees' experience by creating inclusive, diverse, and welcoming environments. Key benefits for UK Starbucks employees include pay increases, maintaining premiums to national living wages, free food on shift, and extra holidays. International Starbucks partners received a bonus of GBP 4.3 million as a share of success bonus payments (Starbucks, 2022). Starbucks has invested in creating an experience for its partners to become more engaged and better connected with customers to build a stronger brand. 
According to Mehta (2022), changes in consumer behaviour patterns such as increased savings trends and becoming more budget-conscious have resulted in lesser footfall in their stores. Work-from-home options for employees and increased competition from other coffee shops and easily installable coffee machines have affected their store business. 
Technological factors refer to how technological advances such as ICT, research and development, automation, and e-commerce affect business (BBC, 2024). ICT facilitates businesses with quicker and more efficient communication and processes. Steps taken by businesses for innovation of new products, systems, and services constitute research and development.
According to Starbucks (2022), it uses technology to make customer experience more personalised and effortless. It has introduced new machinery reducing preparation time of hot and cold brew freeing up baristas’ time for customer engagement. Investment in technology has allowed Starbucks to offer recommendations based on order histories, and create accurate wait times on mobile orders with improved timing algorithms and effortless payment options has helped Starbucks deliver better customer experience. 
Legal factors include legal forces that define what businesses can or cannot do. These include industry regulation, licenses and permits, labour laws, and intellectual property (Swanson, 2023). Legal factors also change legislation that impacts employment, resources, access to materials, quotas, and taxation. To maintain a positive brand reputation, Starbucks must comply with employment laws, tax laws, food and safety regulations, and intellectual property regulations. 
Environmental factors include physical environments in which organisation operates and ecological considerations in business strategy and business practices including environment-friendly technologies, emission control, waste management, energy efficiency, etc (Dathe, et al., 2024). Environmental factors to be considered include carbon footprint, climate change impacts, and usage of natural resources. 
Starbucks has invested considerably to help farmers adapt to climate change impacts and conserve water. Starbucks has taken steps to be resource-positive by storing more carbon than it emits, conserving freshwater, and eliminating waste thus reducing its carbon, water, and waste footprints to half by 2030  (Starbucks, 2024). According to Starbucks (2023), it is committed to opening greener stores which will get its certification when it successfully meets 25 required standards across 8 environmental impact areas such as energy efficiency, water stewardship, and waste diversion. 
b. [bookmark: _Toc183466731]SWOT Analysis
SWOT analysis helps to evaluate organisation’s footing and develop strategic business plans by leveraging strengths, converting weaknesses, using opportunities, and neutralising threats to gain competitive advantage (Belfiore, 2019). It assesses internal and external factors to evaluate current and future potential.
It is a strategic tool used for planning purposes by analysing organisations to recommend strategic actions (Helms & Nixon, 2010). It helps in assessing the performance, competition, risk, and potential of businesses or product lines or business divisions. 
According to Kenton (2024), strengths describe what organisations excel at to give them competitive advantage including strong brand, loyal customer base, etc. Weaknesses include areas for improvement for businesses to remain competitive. Favourable external factors that could give the organisation competitive advantage constitute opportunities. Factors that could harm the survival of organisation constitute threats. 
Strengths of Starbucks include strong global presence with presence in over 86 countries and strong brand recognition. It has a loyal customer base and improvements to loyalty programs have helped in widening its membership base (Starbucks, 2024). It continues to innovate and invest in sustainable practices which attracts environmentally conscious customers. 
Its primary dependence on coffee, which is not an essential commodity, makes it vulnerable to economic fluctuations and changes in customer preferences. Starbucks, being a premium brand of coffee, is less attractive to price-sensitive customers and is losing its popularity amidst strong competition. Its operational costs are dependent on costs of raw materials and labour costs, which are increasing due to inflationary pressures. 
Starbucks should diversify its business by exploring new markets and introducing new product lines. It should enter into partnerships with other brands and acquire complimentary businesses such as 23.5 Degrees (Starbucks, 2024). It should offer products with price differentiation to cater to price-sensitive customers.
Economic slowdown, increase in cost of living, and trend to savings have reduced customer spending on coffee. High inflation rates have led to increase in cost of acquiring raw materials and increased wages which makes it difficult for Starbucks to keep its product prices under check. Increased competition and threats from substitutes have led to the closure of Starbucks stores. 
3. [bookmark: _Toc183466732]Conclusion
Despite challenging economic conditions in the UK, Starbucks has registered revenue growth with investments in drive-thru stores and digital channels, such as mobile order and pay systems, delivery services, and improvements to loyalty programs. Its investments in new technology and ability to adapt its product offerings to changing customer preferences through continuous innovation have enabled it to continue as a premium coffee brand. It has continued to invest in its employees by offering better benefits and engaging them as partners so that they can provide better experiences and establish better connections with customers. 
4. [bookmark: _Toc183466733]Recommendations
Starbucks should work towards enhancing the in-store experience for customers by employing people who are customer-oriented and engage with customers to establish a connection with them.  It should continue to invest in process and technology innovation to offer innovative coffee and other products across diverse channels and alternative store formats. It should re-evaluate whether it wants to run its own stores or shift its business model to franchisee model to lower operating costs but at the risk of affecting its brand recognition.
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Figure 5.1: The Organisation and its External Environment

Source: Daft (2010:69); Hansen (2004:2); Kelly (2009
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