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[bookmark: _Toc228224290]1. Introduction
Costa Coffee, a subsidiary of The Coca Cola Company, is positioned within the highly competitive and saturated UK out of home coffee market (Statista, 2024). In this report, a critical analysis of the strategic management practices adopted by Costa Coffee in the United Kingdom is undertaken. The primary purpose is to evaluate the extent to which internal capabilities are aligned with external environmental factors in order to achieve a sustainable competitive advantage (Barney, 1991; Johnson et al., 2020), particularly in the context of financial distress and declining market share. Key areas are to be analysed through the application of PESTEL and VRIO frameworks (Johnson et al., 2020; Barney, 1991), alongside an assessment of corporate social responsibility strategies (Carroll, 1991) and the Balanced Scorecard approach (Kaplan and Norton, 1992). Strategic choices will also be evaluated, followed by theory based recommendations. In section two, a reflective account structured around Gibbs’ Reflective Cycle will be presented (Gibbs, 1988).
[bookmark: _Toc228224291]1.1 Organisational Context and Overview
[bookmark: _Toc228224292]1.2 History and Business Model
Costa Coffee was founded in London in 1971 by the Italian brothers Sergio Costa and Bruno Costa, through whom the signature Mocha Italia blend was developed following 112 blind taste tests (Costa Coffee, 2024). In 1995, the brand was acquired by Whitbread PLC, by which provided substantial capital to support rapid expansion across the United Kingdom. Subsequently, in 2018, The Coca Cola Company acquired Costa Coffee for £3.9 billion, through which entry into the global hot beverages market was strategically facilitated (The Coca Cola Company, 2018). The organisational mission is centred on the delivery of high quality, responsibly sourced, and expertly crafted coffee, while the vision is directed towards global brand leadership (Costa Coffee, 2024). A multi format operational model is utilised, within which the company-operated stores, drive thru locations, and an extensive Costa Express machine network are incorporated to enhance accessibility and market coverage (Statista, 2024).
[bookmark: _Toc228224293]1.3 Industry and Market Positioning
The UK branded coffee shop market, valued at approximately £6.1 billion with 11,456 outlets in 2024, representing around 5.2% year on year growth, is operated within by Costa Coffee (Allegra World Coffee Portal, 2024). More than 2,800 stores are currently operated by the company across the United Kingdom, spanning high streets, retail parks, shopping centres, transport hubs, and drive thru locations (Statista, 2024).



[bookmark: _Toc228224294]Perceptual Map (Market Positioning)
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Fig: 01 Costa Coffee's strategic position 
Source: (Self Analyzed)
Costa is positioned in the premium quadrant, where competition is based on brand heritage, including the Mocha Italia blend, and the delivery of a distinctive “third place” customer experience (Euromonitor, 2024). However, this positioning has been increasingly challenged within the competitive UK coffee shop market. It has been revealed through market analysis that higher prices are charged by Costa for popular beverages such as lattes and cappuccinos compared to competitors including Caffè Nero and Nestlé, resulting in the creation of a potential “middle ground” trap in which both the value proposition of discount competitors and the premium authenticity associated with independent artisan coffee shops are perceived to be limited (Mintel, 2024; Porter, 2008).
[bookmark: _Toc228224295]2. External and Internal Environment 
The PESTLE framework is widely used to evaluate the external macro environment in which organisations operate systematically (Johnson et al., 2020). Through its application, environmental forces are identified, changes are anticipated, and opportunities and threats are recognised. As a result, proactive strategic decisions are supported, enhancing long term sustainability and competitiveness in dynamic markets (Gupta, 2013).
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Fig: 02 PESTLE Framework for Costa UK (Self-Analyzed)
[bookmark: _Toc228224296]Political Factors
Potential changes to minimum wage regulations, business rates, and post Brexit labour shortages affecting the availability of European Union workers have been identified within the UK business environment (UK Government, 2024). As a result, higher labour costs and recruitment challenges for skilled baristas may be experienced, through which operating margins could be reduced and service quality potentially undermined, thereby weakening the premium customer experience associated with Costa Coffee (CIPD, 2023). In response to these pressures, parts of the service process may be automated through the expansion of Costa Express machines, while investments in staff training and retention programmes may be implemented, and advocacy for fair business rates for high street retailers may be pursued to maintain operational sustainability and service standards (Johnson et al., 2020).
[bookmark: _Toc228224297]Economic Factors
High inflation and the rising cost of living in the United Kingdom have been experienced, through which consumers have been increasingly characterised as price sensitive in their purchasing behaviour (Office for National Statistics, 2024). As a result, premium pricing strategies adopted by Costa Coffee, which are generally higher than those of competitors such as Caffè Nero and Nestlé, may be perceived as less affordable by budget conscious customers, leading to potential declines in customer footfall and market share (Mintel, 2024). Consequently, pressure has been created for value based promotional strategies, including loyalty rewards, bundled offers, and lower priced entry level products, while premium pricing may need to be justified through the delivery of superior product quality and customer service to sustain competitive positioning (Kotler and Keller, 2016).
[bookmark: _Toc228224298]Social and Cultural Factors
Increasing consumer preferences for health conscious products, plant based alternatives, and sustainably sourced ingredients have been observed within the United Kingdom’s food and beverage industry (Mintel, 2024). A growing demand for “third place” experiences has also been identified, through which social interaction is facilitated (Oldenburg, 1999). Traditional offerings may therefore be perceived as outdated. However, brand heritage and ethical sourcing can be leveraged. Menu innovation and store refurbishment are considered necessary to maintain relevance and long term customer loyalty (Kotler and Keller, 2016). Notable differences between the United Arab Emirates and the United Kingdom across cultural dimensions have been identified, and these differences need to be considered by Costa Coffee in its international strategy. Power distance is observed to be significantly higher in the UAE (74) than in the UK (35), while individualism is reported to be lower (36 compared to 76). Achievement motivation is slightly lower in the UAE (52 versus 66). Furthermore, uncertainty avoidance is found to be higher (66 compared to 35), whereas long term orientation (22 versus 60) and indulgence (22 versus 69) are considerably lower, thereby reflecting more conservative consumer behaviour patterns (Hofstede, 2024)
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                                 Fig: 03 Hosftede cultural dimension analysis between UK & UAE

[bookmark: _Toc228224299]Technological Factors
Rapid adoption of app based ordering, contactless payments, and personalisation through AI driven loyalty programmes has been observed within the technological environment of the coffee industry, with competitors such as Starbucks demonstrating strong digital engagement capabilities. Within this context, the digital ecosystem of Costa Coffee may be perceived to lag behind. In the absence of seamless mobile ordering and integrated rewards systems, younger and more technologically oriented consumers may be inclined to switch to more convenient alternatives. Consequently, a strategic threat is presented. It is recommended that investment in the Costa Coffee mobile application be accelerated, integration with The Coca Cola Company digital capabilities be strengthened, and data analytics be utilised to enable personalised promotions and more efficient inventory management (Johnson et al., 2020; Mintel, 2024)
[bookmark: _Toc228224300]Legal Factors
Legal factors affecting Costa Coffee are characterised by increases in the UK minimum wage, post Brexit immigration regulations that limit the availability of EU baristas, and stricter business rates applied to high street locations (UK Government, 2024). As a result, operating costs are elevated and staffing challenges are intensified, through which strategic threats are created. Additionally, proposed HFSS (high fat, salt, sugar) regulations on promotional offers are considered to constrain menu flexibility. Conversely, clear food labelling laws are viewed as an opportunity through which consumer trust may be strengthened by transparent sourcing and product information (Johnson et al., 2020)
[bookmark: _Toc228224301]Environmental Factors
Increasing regulatory and consumer pressure to reduce single use cups, carbon emissions, and food waste has been observed within the environmental context of the UK coffee industry. Millions of disposable cups are utilised annually by Costa Coffee, through which significant environmental impact is generated (Mintel, 2024). If appropriate actions are not undertaken, fines, reputational damage, and the loss of environmentally conscious customers may be experienced. Consequently, both a strategic threat and opportunity are presented. It is recommended that cup recycling schemes be expanded, reusable cup incentives be introduced, and science based carbon reduction targets be adopted, through which sustainability leadership may be achieved and competitive differentiation may be strengthened (Johnson et al., 2020).
[bookmark: _Toc228224302]2.1 The critical success factors and strategic challenges faced by the Costa in its external environment
Strategic challenges are defined as significant, long term issues by which the achievement of organisational objectives and the sustainability of competitive advantage are hindered. Such challenges are considered to arise from misalignments between internal capabilities and external environmental demands (Strategic Management) (Johnson et al., 2020).
Critical Success Factors (CSFs) are identified as a limited number of key areas in which satisfactory performance must be achieved to ensure competitive success. They are regarded as essential requirements for organisational survival, growth, and sustained performance (Rockart, 1979).
[bookmark: _Toc228224303]2.2 Strategic Challenges and its effects
Four critical strategic challenges currently confronting Costa Coffee in the UK market are identified in the table below. These challenges are considered to arise from misalignments between internal capabilities and external environmental pressures (Johnson et al., 2020). It is demonstrated that each challenge directly affects market share, profitability, and brand positioning. An understanding of these issues is regarded as essential for the formulation of corrective strategic actions, particularly in the context of declining customer loyalty, margin erosion, and increasing competitive pressures in digital capabilities and pricing strategies (Kotler and Keller, 2016).
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Fig: 04 Strategic Challenges and its effects on Costa Coffee (Self Analyze)


[bookmark: _Toc228224304]2.3 Critical Success Factor and Effects

Five critical success factors essential for Costa Coffee to regain competitive advantage are outlined in the table below. Each factor is designed to address key strategic challenges, including pricing pressures and digital capability gaps (Johnson et al., 2020). It is suggested that, if successfully achieved, improvements in customer retention, margin stability, brand differentiation, and operational resilience would be realised within the UK market (Kotler and Keller, 2016).
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Fig: 05 Critical Success Factor and their effect analysis on Costa Coffee (SelfAnalyzed)

[bookmark: _Toc228224305]2.4 Internal Environment Factors, Resources, Capabilities, Core Competencies
The internal environment is defined as all elements within an organisation that can be managed or directed to achieve strategic objectives. It is comprised of resources, including both tangible and intangible assets, by which organisational activities are supported (Barney, 1991). Capabilities are described as the processes and routines through which resources are effectively deployed. Furthermore, core competencies are identified as unique and difficult to imitate activities by which superior customer value and sustained competitive advantage are created (Johnson et al., 2020).
[bookmark: _Toc228224306]Application of VRIO Framework to Costa Coffee
The VRIO framework is utilised to evaluate whether internal resources and capabilities are able to provide a sustained competitive advantage (Barney, 1991). Four key questions are addressed through this framework. Value is assessed to determine whether opportunities are exploited or threats are neutralised. Rarity is examined to identify whether resources are controlled by a limited number of competitors. Imitability is evaluated based on the difficulty or cost of replication. Organisation is considered to assess whether the firm is structured to capture value effectively.
Through the application of the VRIO framework, a distinction is made between resources that are merely useful and those that are strategically significant for long term competitive advantage (Johnson et al., 2020).
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Fig: 06 VRIO Framework applied to Costa Coffee

It is identified that Costa Coffee’s only sustained competitive advantage is derived from the Mocha Italia blend in combination with the global supply chain capabilities of The Coca Cola Company (Barney, 1991). Other resources and capabilities are considered to provide only temporary competitive advantages or competitive parity, by which the firm’s vulnerability to declining market share is explained (Johnson et al., 2020).

[bookmark: _Toc228224307]2.5 Internal Strengths and Their Contribution to Competitive Advantage
Internal strengths are defined as the attributes, resources, and capabilities within an organisation through which superior performance relative to competitors is enabled (Barney, 1991). They are identified as positive internal factors revealed through the application of the VRIO framework and resource-based analysis (Johnson et al., 2020).
[bookmark: _Toc228224308]Critically Discuss How the Organisation’s Internal Strengths Contribute to Its Competitive Advantage
The contribution of Costa Coffee’s internal strengths to sustained competitive advantage is considered to be uneven. Although significant strengths are possessed by the organisation, their impact is not consistently translated into long term market leadership. The Mocha Italia blend is recognised as a valuable and inimitable asset; however, it is suggested that, in isolation, it is insufficient to reverse declining market share (Barney, 1991; Johnson et al., 2020). Likewise, the Costa Express network is viewed as providing resilience during economic downturns, but it does not significantly enhance premium differentiation.
A key limitation is identified in the organisation’s historical reliance on physical assets and product-based strengths. In contrast, current market dynamics emphasise digital capability, sustainability, and value clarity (Johnson et al., 2020). Consequently, a misalignment between internal capabilities and external critical success factors is observed, constraining sustained advantage.
It is therefore argued that competitive advantage is gradually being eroded, not due to the loss of strengths, but due to shifting market priorities, including digital engagement, environmental responsibility, and price perception (Mintel, 2024; Kotler and Keller, 2016). To address this, new capabilities such as digital personalisation should be developed, while existing assets, such as the Express network, should be innovatively leveraged. Overall, strategic realignment is required to sustain competitive advantage.
[bookmark: _Toc228224309]3. Corporate Social Responsibility (CSR) Strategy and Sustainability
CSR (Corporate Social Responsibility) strategy is defined as the voluntary integration of social, environmental, and ethical considerations into business operations and stakeholder interactions, extending beyond legal compliance to address issues such as fair labour, community investment, environmental protection, and transparent governance (Carroll, 1991; Johnson et al., 2020). Sustainability is understood as meeting present needs without compromising future generations, encompassing economic, environmental, and social dimensions. In the coffee industry, responsible sourcing, carbon reduction, waste minimisation, and fair farmer compensation are prioritised (Kotler and Keller, 2016).
[bookmark: _Toc228224310]Critical Evaluation of Alignment with Business Objectives
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Fig: 07 CSR initiatives & Business Objectives analysis
Costa Coffee’s CSR strategy is considered to be only partially aligned with its business objectives. The strongest alignment is observed where CSR initiatives directly support product quality, such as ethical sourcing, and service delivery, including barista training programmes (Johnson et al., 2020). However, several initiatives, particularly environmental ones, are viewed as reactive and insufficiently leveraged as sources of competitive differentiation.
A notable strategic misalignment is identified between Costa’s premium “third place” positioning and the relatively weak visibility of its sustainability efforts compared to artisan competitors. Environmental pressures, identified through PESTLE analysis, are largely treated as compliance requirements rather than strategic opportunities (Johnson et al., 2020).
It is therefore suggested that sustainability should be integrated into the core value proposition through initiatives such as carbon neutral products, app based incentives, and stronger links between CSR and customer engagement. In conclusion, CSR is deemed ethically sound but strategically under utilised, requiring a shift towards opportunity driven alignment (Kotler and Keller, 2016).	

[bookmark: _Toc228224311]4. Comprehensive and Holistic View: The Balanced Scorecard
The Balanced Scorecard (BSC) is defined as a strategic performance management framework developed by Kaplan and Norton, through which an organisation’s mission and strategy are translated into measurable objectives across four perspectives: Financial, Customer, Internal Processes, and Learning & Growth (Kaplan and Norton, 1992). A balanced view is provided by integrating both financial and nonfinancial indicators. Its application is considered useful for Costa Coffee, as alignment between internal capabilities and external challenges is supported, enhancing competitive advantage and strategic performance (Johnson et al., 2020).
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Fig: 08 Balanced Scorecard framework for Costa Coffee (Self Analyzed)

[bookmark: _Toc228224312]4.1 Combined Evaluation: Which Perspectives are Passed or Failed?
Overall, failure is currently observed in three out of four Balanced Scorecard perspectives at Costa Coffee, while performance within Internal Processes is considered borderline. This situation explains the ongoing strategic crisis, as organisational performance is regarded as unbalanced, with nonfinancial drivers—namely customer outcomes, internal processes, and learning and growth—failing to support financial recovery (Kaplan and Norton, 1992; Johnson et al., 2020). Prior VRIO analysis demonstrated that sustained competitive advantage is primarily derived from the Mocha Italia blend; however, confirmation is provided by the Balanced Scorecard that reliance on a single strategic asset is insufficient to offset broader organisational weaknesses (Barney, 1991; Kaplan and Norton, 1992).

From a strategic perspective, the Balanced Scorecard should be treated as an integrated performance management system through which long term organisational health can be restored. Improvements in Learning and Growth, including digital capability development and structured employee training, are expected to enable more efficient Internal Processes, such as faster service delivery and waste reduction. In turn, enhanced customer satisfaction and loyalty are anticipated, through which Financial performance can ultimately be strengthened. Incremental or piecemeal adjustments are unlikely to succeed; instead, a coordinated, multiyear organisational transformation is required to achieve sustainable competitive advantage and strategic alignment (Kaplan and Norton, 1992; Johnson et al., 2020).
[bookmark: _Toc228224313]5. Strategic Choices and Implementation
Strategic choice is defined as a decision making process through which alternative strategies are selected to achieve organisational objectives and sustain competitive advantage (Johnson et al., 2020). Available options are evaluated at multiple levels, considering internal capabilities and external factors. Alignment between resources and opportunities is ensured, while threats are mitigated, guiding long term direction (Porter, 1980).
Strategic choices are assessed at two levels: business level strategy, through which competitive positioning within a specific market is determined, and corporate level strategy, through which decisions regarding market selection and resource allocation across industries are made (Porter,1980).	

[bookmark: _Toc228224314]5.1 Differentiation for Business Level Strategy
For Costa Coffee, differentiation is identified as the most appropriate business level strategy, as alignment is achieved with existing strengths and market positioning. Through VRIO analysis, the Mocha Italia blend and Coca Cola’s supply chain are recognised as sources of sustained competitive advantage, both of which are regarded as key differentiation assets (Barney, 1991; Johnson et al., 2020). Additionally, brand heritage, Italian origins, and the “third place” experience are considered to support premium positioning.
Cost leadership is rejected due to risks of margin compression and brand dilution, while a focus strategy is considered to constrain growth potential. However, it is indicated that current differentiation is weak, as higher prices are not supported by sufficient perceived value. Therefore, renewed differentiation is required, with emphasis placed on digital personalisation, sustainability leadership, and enhanced in store experience. Through this approach, premium pricing can be justified, customer loyalty can be strengthened, and a sustainable competitive advantage can be achieved (Porter, 1980).
[bookmark: _Toc228224315]5.2 International Expansion for Corporate Level Strategy
International expansion is identified as the most viable corporate level strategy for Costa Coffee, as growth opportunities within the UK market are constrained by saturation and declining market share (Statista, 2024). Through ownership by The Coca Cola Company, access is provided to global distribution networks, capital resources, and strategic partnerships, enabling entry into high growth markets such as India, China, Brazil, and the Middle East (The Coca Cola Company, 2018).
The need for local adaptation is highlighted through Hofstede’s cultural analysis, and this requirement can be addressed through Costa’s multi format operational capabilities (Hofstede, 2024). Alternative strategies, such as market penetration, are considered to offer limited returns, while diversification is viewed as risking brand dilution. In contrast, revenue risk is diversified, and existing core competencies are effectively leveraged through international expansion. Alignment is also achieved with the organisation’s vision of global brand leadership, thereby supporting sustainable long term growth (Johnson et al., 2020).
[bookmark: _Toc228224316]5.3 Change Management and Strategic Implementation of Costa Coffee
Based on the report’s evidence, change has historically been managed adequately by Costa Coffee during ownership transitions and format expansion; however, recent change management has been considered inadequate in addressing strategic challenges (The Coca Cola Company, 2018; Johnson et al., 2020). A slow response to digital transformation has been observed, while the persistence of the “middle ground” trap indicates ineffective positioning adjustments (Mintel, 2024). Furthermore, sustainability initiatives have been treated as reactive rather than strategically integrated (Carroll, 1991). Overall, change has been managed operationally, but limitations have been identified in strategic, cultural, and digital adaptation, reflecting a predominantly reactive approach (Johnson et al., 2020).

[bookmark: _Toc228224317]5.4 Lewin’s Unfreezing Theory and Its Application
Lewin’s Change Management Model has been recognised as a foundational framework for organisational change (Lewin, 1947). It is structured into Unfreezing, Moving, and Refreezing stages, through which readiness, implementation, and stabilisation of change are achieved. This model has been applied to support Costa Coffee’s strategic transition and long-term sustainability (Burnes, 2004).
Unfreezing:
The unfreezing stage is characterised by the disruption of existing mindsets, through which urgency for change is created and resistance is addressed. Within Costa Coffee, the “middle ground” positioning is required to be challenged, as declining market share, financial pressures, and digital capability gaps have been identified (Mintel, 2024; Johnson et al., 2020). Organisational urgency should be communicated by leadership, while resistance from store level management is anticipated. A “burning platform” is established through the use of performance data, including customer satisfaction metrics and competitive benchmarks (Kotler and Keller, 2016).
Moving:
During the moving stage, new strategies, processes, and behaviours are implemented. For Costa Coffee, differentiation is to be strengthened through the introduction of personalised digital applications, enhanced in store experiences, and sustainability linked offerings (Johnson et al., 2020). Simultaneously, international expansion is to be initiated through pilot market entry, supported by local adaptation and partnerships facilitated by The Coca Cola Company (The Coca Cola Company, 2018). Training programmes are to be delivered to ensure alignment with new brand positioning and operational requirements.
Refreezing:
The refreezing stage involves the institutionalisation of change within organisational systems and culture to ensure long term sustainability. At Costa Coffee, new performance indicators derived from the Balanced Scorecard are to be embedded into evaluation systems (Kaplan and Norton, 1992). Employee performance is to be linked with digital adoption and sustainability outcomes, while CSR initiatives are to be integrated into daily operations (Carroll, 1991). Knowledge gained from international expansion is to be standardized, and innovation is to be reinforced through reward systems (Johnson et al., 2020).
[bookmark: _Toc228224318]5.5 Costa’s Readiness for the Recommended Change
Costa Coffee’s readiness for the recommended change is assessed as moderate to weak, with implementation unlikely to succeed without significant intervention. Strengths for change are identified in the financial backing of The Coca Cola Company, established multi format operations, strong brand heritage, and a trained workforce, which collectively support the unfreezing stage. However, change is constrained by organisational inertia, limited agility, and an underdeveloped sustainability culture. The Learning and Growth dimension of the Balanced Scorecard is evaluated as a failure, indicating low transformational readiness (Kaplan and Norton, 1992). It is concluded that strategic change has not been effectively managed, and a top-led unfreezing process is required. According to Kurt Lewin, urgency must first be established before movement and refreezing can occur (Lewin, 1947). A structured programme is therefore recommended to align capabilities with competitive demands and achieve sustainable advantage.
[bookmark: _Toc228224319]6. Strategic Evaluation and Recommendations Using the Ansoff Matrix
Strategic evaluation is defined as a systematic process through which the effectiveness of an organisation’s strategy is assessed, with outcomes monitored and performance measured against predetermined objectives to ensure that strategic goals are achieved (Johnson et al., 2020). It is comprised of analysing internal and external environments, comparing actual performance with targets, and implementing corrective actions where gaps are identified. In the case of Costa Coffee, strategic evaluation is considered critical due to financial pressures and declining market share. Through this process, alignment between internal capabilities and external conditions can be assessed, enabling informed decisions on resource allocation and strategic direction.
The Ansoff Matrix, also referred to as the Product/Market Expansion Grid, and it is defined as a two-by-two strategic framework through which growth initiatives are planned and evaluated by considering products (existing versus new) and markets (existing versus new) (Corporate Finance Institute, 2022). Four strategies are identified: market penetration (low risk), product development (medium risk), market development (medium risk), and diversification (high risk). The framework is widely applied as levels of strategic risk are clearly illustrated, enabling the most appropriate growth pathway to be systematically determined (Lucid, 2025).





[bookmark: _Toc228224320]6.1 Evaluation of Costa Coffee's Current Strategy Using the Ansoff Matrix
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Fig: 09 Ansoff Matrix framework for Costa Coffee

The Ansoff Matrix is a strategic framework used to identify and evaluate growth opportunities by analysing products (existing vs new) and markets (existing vs new). It presents four strategic options: market penetration, product development, market development, and diversification. Each quadrant reflects a different level of risk, ranging from low (penetration) to high (diversification). The model helps organisations systematically assess expansion strategies, balance risk, and select the most suitable path for sustainable growth based on their capabilities and market conditions.



[bookmark: _Toc228224321]6.2 Impact of Current Strategic Positioning
It is analyzed that Costa Coffee has been pursuing all four Ansoff quadrants simultaneously without clear strategic prioritization. While market penetration is seen to maintain short term UK market share (38.3%), sufficient financial returns have not been generated to justify the acquisition by The Coca Cola Company (The Coca Cola Company, 2018). Product development has been characterised as reactive, increasing vulnerability to competitor-led trends. Although international market development shows promise, particularly in India, sustained investment is required. Diversification into RTD has been observed to underperform. This fragmented approach has been linked to failures identified in the Balanced Scorecard, indicating that a more focused strategy is required (Kaplan and Norton, 1992).
[bookmark: _Toc228224322]6.3 Recommendation Based on the Ansoff Matrix
It is recommended that a sequential growth strategy be adopted by Costa Coffee based on the Ansoff Matrix analysis. Initially, market penetration should be prioritised through digital loyalty integration and drive thru expansion to stabilise UK operations and address existing digital gaps. Subsequently, product development should be pursued through the introduction of premium, sustainability-linked offerings and plant based beverages to overcome the “middle ground” position (Porter, 1985). Thereafter, market development should be scaled in high growth regions such as India and the Middle East by leveraging the global distribution capabilities of The Coca Cola Company. Finally, selective diversification should be undertaken via partnerships in at home coffee products, thereby minimising risk and aligning capabilities with opportunities (Ansoff, 1957).

[bookmark: _Toc228224323]6.4 Justification of Recommendations with Reference to Theoretical Concepts and Real World Examples

Justification 01 Prioritising Market Penetration for Short Term Stability
Market penetration is prioritised as a short term stabilisation strategy due to its classification as the least risky growth option within the Ansoff framework, as it is based on existing products, customers, and distribution channels (Lucid, 2025). For Costa Coffee, where weaknesses have been identified across Financial, Customer, and Learning and Growth perspectives in the Balanced Scorecard, a low risk approach is considered essential before higher risk strategies are implemented (Kaplan and Norton, 1992). Empirical support is observed in the case of McDonald's, where market penetration was achieved through value based pricing strategies that increased customer volume without requiring new products or markets (Han, C, 2023). In a similar manner, digital loyalty integration and drive thru expansion are recommended to be strengthened, as these areas are aligned with Costa’s existing operational capabilities and market leadership position.
Justification 02 International Market Development Leveraging Coca Cola's Global Platform
It was identified through VRIO analysis that a sustained competitive advantage is held by Costa Coffee in the form of its Mocha Italia blend combined with the supply chain capabilities of The Coca Cola Company. The Ansoff market development strategy is therefore considered the most appropriate mechanism through which this advantage can be exploited, as existing products are introduced into new markets with comparatively lower risk than new product development (Corporate Finance Institute, 2022). Experimental support is observed in the internationalization strategy of Starbucks, where growth was facilitated through joint ventures with partners such as Tata and Alibaba, enabling localisation while preserving brand identity (Lin Y, 2025). A similar approach has been adopted in India through partnership-led expansion, where significant revenue growth has been reported and strong market potential has been identified (Economic Times, 2025).

[bookmark: _Toc228224324]Conclusion
Through application of the Ansoff Matrix, it is concluded that the strategy of Costa Coffee has been fragmented, as all four growth quadrants have been pursued simultaneously, resulting in suboptimal outcomes (Corporate Finance Institute, 2022). Market penetration and market development are identified as the most viable short and long term pathways, supported by the global platform of The Coca Cola Company. Product development is required to be refocused on differentiation, while diversification is advised to be selective and partnership based. A sequential approach is recommended, aligned with Kurt Lewin’s model, to minimise strategic drift and ensure sustainable competitive advantage (Lewin, 1947).






[bookmark: _Toc228224325]Section 2: Reflective Account Using Gibbs’ Reflective Cycle
[bookmark: _Toc228224326]Description: 
A strategic management analysis of Costa Coffee UK was required to be produced, in which external and internal environments were evaluated using PESTEL and VRIO frameworks. Corporate social responsibility and performance were assessed through the Balanced Scorecard, while strategic choices and recommendations were developed using the Ansoff Matrix. The process was supported by secondary research drawn from academic literature, including Johnson et al. (2020), Jay Barney (1991), and Kaplan and Norton (1992), alongside industry reports (Mintel, 2024; Allegra World Coffee Portal, 2024) and company sources. Each framework was systematically applied, enabling strategic challenges, critical success factors, and resource capabilities to be identified, evaluated, and translated into justified recommendations.
[bookmark: _Toc228224327]Feelings
At the outset, a sense of being overwhelmed was experienced due to the volume of theoretical frameworks required to be integrated. The PESTEL analysis was found to demand the synthesis of diverse data, including cultural dimensions proposed by Geert Hofstede (Hofstede, 2001). Confidence was gradually developed as VRIO was applied. Clarity was achieved through the Balanced Scorecard, although frustration was encountered when conflicting evidence relating to performance and brand strength was identified (Kaplan and Norton, 1992).
[bookmark: _Toc228224328]Evaluation
A structured analytical process was achieved through sequential application of frameworks, enhancing logical flow and clarity (Johnson et al., 2020). Visual tools were effectively utilised to demonstrate analytical depth, while cultural comparison added contextual insight. However, the time required to obtain reliable industry data was underestimated, and inconsistencies across sources were encountered (Mintel, 2024). Early work was found to be overly descriptive, reflecting limited critical engagement. The reflective approach initially appeared unfamiliar, as objective writing conventions had previously been prioritised in academic work.
[bookmark: _Toc228224329]Analysis
Strategic analysis was understood to be iterative rather than linear, requiring prioritisation of key external factors (Johnson et al., 2020). It was recognised that frameworks such as PESTEL, VRIO, and Ansoff are complementary despite differing assumptions. Initial challenges were attributed to limited confidence in analytical judgement, resulting in descriptive tendencies. Improvement was achieved through critical questioning of findings and their implications. Furthermore, it was realised that analytical capability is strengthened through reflective thinking, enabling deeper evaluation and more effective integration of theoretical models.
[bookmark: _Toc228224330]Conclusion
It is concluded that effective strategic analysis is achieved through prioritisation of significant external factors, consistent application of theoretical frameworks, and clear linkage between internal capabilities and external opportunities (Barney, 1991). It is recognised that earlier engagement with peer feedback could have improved analytical depth. Greater attention should also have been given to validating industry data across multiple sources to ensure accuracy. Overall, the process demonstrated that critical evaluation and integration are essential components of strategic decisionmaking.

[bookmark: _Toc228224331]Action Plan
In future, a structured approach will be adopted in which appropriate frameworks are justified prior to analysis (Johnson et al., 2020). Peer review will be incorporated to strengthen critical evaluation, while data triangulation will be applied to improve reliability. Time will be allocated for reflective practice throughout the process, supported by application of Gibbs Reflective Cycle (Gibbs, 1988). Through these actions, strategic analysis will be enhanced as a continuous, reflective, and integrative process.

[bookmark: _Toc228224332]Conclusion
A strategic management analysis of Costa Coffee UK was undertaken, in which both the external and internal environments were systematically evaluated using the PESTEL and VRIO frameworks (Johnson et al., 2020; Barney, 1991). Corporate social responsibility initiatives and organisational performance were assessed using the Balanced Scorecard approach, through which financial and non-financial indicators were integrated (Kaplan and Norton, 1992). Furthermore, strategic choices and recommendations were developed using the Ansoff Matrix, which analysed growth strategies based on product and market dimensions (Ansoff, 1957).
The research process was supported by secondary data derived from academic literature and industry sources. Through the systematic application of these frameworks, strategic challenges, critical success factors, and organisational capabilities were identified, analysed, and translated into theoretically justified recommendations (Johnson et al., 2020).
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