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Business Plan Development

Element 1: Business Idea, Products/Services, Objectives and USP

Costa Coffee
Introduction 

[image: ]Costa Coffee is one of the United Kingdom's leading coffeehouse chains, operating thousands of stores across the UK and internationally. Founded in London in 1971 by Italian brothers Sergio and Bruno Costa, the company has developed a strong reputation for serving premium-quality handcrafted coffee, alongside a wide range of hot beverages, cold drinks, sandwiches, pastries and snacks. Since being acquired by Coca-Cola in 2019, Costa Coffee has continued to expand through company-owned stores, franchises, Costa Express self-service machines and online delivery services (Costa Coffee, 2025). 
According to Barringer (2022), successful businesses create value by identifying customer needs and offering products that differentiate them from competitors. Costa Coffee demonstrates this entrepreneurial approach by combining premium coffee products with convenient store locations, digital ordering technology and sustainable business practices.Costa-Coffee-menuspotuk.webp (1024×1024)



Business Idea
[image: ]Costa Coffee's business idea is to provide customers with high-quality coffee and food in welcoming environments where people can socialise, work or relax. The business operates through multiple channels, including traditional coffee shops, drive-thru locations, Costa Express vending machines and mobile ordering, allowing customers to purchase products whenever and wherever they choose.front-view-interior-costa-coffee-warsaw-poland-january-169899499.jpg (800×449)


Mariotti and Glackin (2016) argue that modern businesses must adapt their business models to changing consumer behaviour. Costa Coffee has responded by investing in digital technology, delivery partnerships and self-service coffee machines, enabling the company to reach customers beyond its physical stores.
The company's strategy focuses on premium coffee quality, customer experience and innovation while maintaining consistency across all locations.
Products and Services
Costa Coffee offers a diverse range of products designed to satisfy different customer preferences.
[image: ]Its core products include:
· Espresso-based coffees 
· Tea and speciality hot drinks 
· Iced beverages and frappés 
· Cakes and pastries 
· Breakfast items 
· Sandwiches and wraps 
· Healthy snacks https://www.mashed.com/img/gallery/costa-coffee-teams-up-with-toblerone-for-2022s-holiday-menu/l-intro-1666041931.jpg

· Seasonal menu items 
In addition to its food and beverage offerings, Costa Coffee provides several services, including:
· Costa Club loyalty programme 
· Mobile ordering 
· Click & Collect 
· Home delivery through delivery partners 
· Costa Express self-service coffee machines 
· Free Wi-Fi in most stores 
Williams (2022) explains that offering complementary products and services increases customer satisfaction while creating additional revenue opportunities. Costa Coffee follows this principle by combining food, drinks, loyalty rewards and digital services into a single customer experience.

Business Objectives
Short-term objectives
Costa Coffee's short-term objectives include:
· Increasing customer satisfaction through improved service quality. 
· Expanding digital ordering and loyalty programme membership. 
· Introducing innovative seasonal beverages and food products. 
· Improving operational efficiency across stores. 
· Supporting sustainability initiatives by reducing waste and increasing recyclable packaging. 
These objectives enable the company to remain competitive in an increasingly crowded coffee market.
Long-term objectives
Costa Coffee's long-term objectives include:
· Continuing international expansion through franchising. 
· Increasing the number of Costa Express machines worldwide. 
· Becoming a leader in sustainable coffee production. 
· Investing in digital innovation and artificial intelligence to improve customer experience. 
· Increasing overall profitability and shareholder value. 
Unique Selling Proposition (USP)
A Unique Selling Proposition (USP) differentiates a business from its competitors by providing distinctive value to customers (Barringer, 2022).
Costa Coffee's USP is based on four key strengths.
Firstly, the company uses its signature Mocha Italia coffee blend, which has become a recognisable part of the Costa brand. 
Secondly, Costa Coffee offers multiple purchasing channels. Customers can buy coffee from cafés, drive-thrus, Costa Express machines, supermarkets and delivery platforms, making the brand highly accessible.
Thirdly, the Costa Club loyalty programme encourages repeat purchases by rewarding customers with personalised offers and exclusive discounts.
Finally, Costa Coffee places increasing emphasis on sustainability through ethically sourced coffee beans, recyclable packaging and environmental initiatives. Williams (2022) argues that sustainability has become an important competitive advantage because modern consumers increasingly consider environmental responsibility when choosing brands.
These factors distinguish Costa Coffee from competitors such as Starbucks, Caffè Nero and Pret A Manger by combining product quality, convenience, customer loyalty and responsible business practices.






Element 2: Business Environment & Competitor Analysis
Business Environment Analysis (SWOT)

A SWOT analysis is a strategic planning tool used to evaluate an organisation's internal strengths and weaknesses alongside external opportunities and threats. It supports strategic decision-making by helping organisations assess their internal capabilities and external business environment (Barringer, 2022). Recent research also argues that SWOT remains an effective framework when it is combined with critical strategic analysis rather than being used as a simple descriptive tool (Lohrke, Mazzei and Frownfelter-Lohrke, 2022). 
	Strengths
	Weaknesses

	Strong brand recognition in the UK and internationally
	Premium pricing compared with some competitors

	Large network of cafés, drive-thrus and Costa Express machines
	Heavy dependence on the UK market despite international expansion

	High-quality coffee and consistent customer experience
	High operating costs, including rent, labour and raw materials

	Backing from The Coca-Cola Company provides financial stability and global distribution
	Increasing competition within the coffee shop industry



	Opportunities
	Threats

	Expansion into emerging international markets
	Strong competition from Starbucks, Caffè Nero and independent cafés

	Growing consumer demand for sustainable and ethically sourced products
	Rising inflation and increasing costs of coffee beans, milk and energy

	Further development of digital ordering and loyalty programmes
	Changing consumer preferences towards lower-cost alternatives

	Growth of home delivery and takeaway services
	Economic uncertainty reducing discretionary spending



Costa Coffee possesses several significant strengths that contribute to its market leadership. The company has developed a highly recognised brand over more than fifty years, building customer trust through consistent product quality and excellent customer service. Furthermore, its extensive network of coffee shops and Costa Express self-service machines provides customers with convenient access to products across the UK and many international markets (Williams, 2022). Recent research suggests that organisations sustain competitive advantage by continuously adapting their capabilities to changes in the external environment rather than relying solely on existing resources. Costa Coffee's investment in digital ordering, loyalty programmes and international expansion demonstrates this adaptive strategic approach (Helfat, 2022).
Another important strength is Costa Coffee's acquisition by The Coca-Cola Company. This partnership provides greater financial resources, global marketing expertise and distribution capabilities, allowing Costa Coffee to continue investing in innovation and international expansion.
Despite these strengths, Costa Coffee faces several weaknesses. The business operates within the premium coffee market, meaning its prices are often higher than those of supermarkets and fast-food chains offering coffee. This may discourage price-sensitive consumers during periods of economic uncertainty. In addition, maintaining thousands of physical stores results in high operating costs, particularly due to rising wages, rent and utility expenses (Mariotti and Glackin, 2016).
Several opportunities could support Costa Coffee's future growth. Consumer interest in sustainable products continues to increase, encouraging businesses to invest in ethical sourcing and environmentally friendly packaging. Costa Coffee can strengthen its competitive position by expanding these initiatives. Additionally, technological developments such as mobile ordering, personalised loyalty rewards and artificial intelligence can further improve customer satisfaction and operational efficiency (Blackwell, 2011).
However, Costa Coffee also faces significant external threats. Competition within the coffee industry continues to intensify as both international chains and independent cafés compete for market share. Rising inflation and supply chain disruptions have increased the cost of coffee beans, dairy products and energy, placing pressure on profit margins. Economic downturns may also encourage consumers to reduce spending on premium beverages, choosing lower-cost alternatives instead (Williams, 2022).
Overall, the SWOT analysis demonstrates that Costa Coffee benefits from strong brand equity and financial backing but must continue innovating and adapting to changing market conditions to maintain its competitive advantage.
Competitor Analysis
Competitor analysis enables organisations to understand rival businesses, identify competitive advantages and develop strategies to maintain market position (Barringer, 2022). Recent research highlights that competitor analysis has become increasingly important because firms operate in dynamic markets where customer preferences, technology and competitive relationships evolve rapidly (Lüders et al., 2022). Costa Coffee competes with both direct and indirect competitors within the food and beverage industry. 
Direct Competitors
Starbucks
[image: ]Starbucks is Costa Coffee's largest direct competitor. Both companies operate premium coffee shops offering handcrafted beverages, food products, loyalty programmes and comfortable environments for customers to work or socialise. Starbucks differentiates itself through continuous product innovation, seasonal drinks and a strong global brand presence. However, Costa Coffee maintains a stronger presence within the UK market and has a larger network of self-service Costa Express machines, providing customers with greater convenience.https://www.tastingtable.com/img/gallery/the-caffeine-difference-between-starbucks-and-costa-coffee/l-intro-1747433437.jpg


Caffè Nero
Caffè Nero is another major direct competitor, operating hundreds of coffee shops throughout the United Kingdom. Similar to Costa Coffee, Caffè Nero focuses on premium Italian-style coffee and café experiences. The company positions itself as providing a more relaxed and authentic European café atmosphere. Costa Coffee competes by offering wider geographical coverage, stronger digital services and greater accessibility through drive-thru locations and Costa Express machines.

Indirect Competitors
McDonald's McCafé
Although McDonald's primarily operates as a fast-food restaurant, its McCafé range competes with Costa Coffee by offering coffee at lower prices. Price-sensitive customers may choose McCafé instead of premium coffee shops, particularly during periods of economic uncertainty. Costa Coffee differentiates itself through higher-quality coffee beans, greater beverage variety and a more comfortable café environment.
Greggs
Greggs has increasingly expanded its coffee offerings alongside breakfast products and takeaway food. Many commuters purchase coffee from Greggs because of its affordability and convenient high-street locations. Although Greggs is primarily a bakery rather than a specialist coffee retailer, it competes for the same morning and lunchtime customers. Costa Coffee maintains its competitive advantage through premium coffee quality, wider beverage selection and customer loyalty programmes.







Element 3: Market Segmentation and Target Customers

Market segmentation is the process of dividing a broad market into smaller groups of consumers with similar characteristics, needs or purchasing behaviours. By understanding these groups, businesses can develop products and marketing strategies that better satisfy customer needs and improve competitive performance (Mariotti and Glackin, 2016). Effective segmentation also enables organisations to allocate marketing resources more efficiently and create stronger customer relationships.
Costa Coffee applies a combination of demographic, geographic, psychographic and behavioural segmentation to attract a wide range of consumers.
From a demographic perspective, Costa Coffee primarily targets adults aged between 18 and 45 years, including university students, young professionals, office workers and families. Customers generally have middle to higher disposable incomes and are willing to pay premium prices for high-quality coffee, convenient locations and a comfortable café experience. The company also appeals to business customers who use Costa stores for informal meetings or remote working.
Geographically, Costa Coffee locates its stores in high-footfall areas such as city centres, shopping centres, retail parks, motorway service stations, airports and railway stations. This strategy increases accessibility and convenience for consumers during commuting, shopping or travelling. Furthermore, Costa Coffee has expanded internationally through franchising and Costa Express self-service machines, allowing the brand to reach customers in multiple countries while maintaining consistent service quality (Williams, 2022).
Costa Coffee also adopts psychographic segmentation, focusing on customers' lifestyles, values and preferences. Many consumers view coffee shops as more than places to purchase drinks; they seek environments where they can socialise, work, study or relax. 
Behavioural segmentation is another important aspect of Costa Coffee's marketing strategy. The company targets frequent coffee drinkers and encourages repeat purchases through the Costa Club loyalty programme, personalised rewards, seasonal promotions and its mobile application. By analysing customer purchasing behaviour, Costa Coffee can deliver tailored offers that increase engagement and retention
Overall, Costa Coffee adopts a differentiated targeting strategy by serving several customer segments while maintaining a consistent premium brand image. 

Application of the 4Ps of Marketing
The marketing mix, commonly referred to as the 4Ps of Marketing (Product, Price, Place and Promotion), is a fundamental framework that enables organisations to develop strategies that meet customer needs while achieving competitive advantage. According to Mariotti and Glackin (2016), the effective integration of the 4Ps allows businesses to differentiate themselves from competitors and create value for customers. Costa Coffee has successfully applied each element of the marketing mix to strengthen its position as one of the UK's leading coffeehouse brands.
Product
Product refers to the goods and services offered to customers to satisfy their needs and wants. Costa Coffee provides a broad portfolio of products, including handcrafted coffee, speciality teas, iced beverages, hot chocolate, sandwiches, pastries, cakes and seasonal menu items. In addition to its food and drink offerings, the company has diversified its product range through Costa Express self-service machines, packaged coffee sold in supermarkets and the Costa Club loyalty programme.
A key strength of Costa Coffee's product strategy is its emphasis on quality and innovation. The company regularly introduces limited-edition drinks and seasonal products, such as festive beverages and summer refreshers, to maintain customer interest and encourage repeat purchases. Furthermore, Costa Coffee has responded to changing consumer preferences by expanding its range of plant-based milk alternatives, vegetarian and vegan food options, and healthier menu choices. This demonstrates the company's ability to adapt its products to evolving market trends and customer expectations (Williams, 2022).
Price
Costa Coffee adopts a premium pricing strategy, reflecting the high quality of its products, strong brand reputation and overall customer experience. Although its prices are generally higher than those of fast-food restaurants and convenience stores, customers are willing to pay more because they perceive Costa Coffee as offering superior coffee quality, comfortable surroundings and reliable service.
At the same time, the company uses promotional pricing techniques to increase customer retention and encourage repeat purchases. Through the Costa Club loyalty programme, customers earn rewards, receive personalised offers and benefit from exclusive discounts. 

Place
Place refers to the methods through which products are made available to customers. Costa Coffee has developed an extensive distribution network that maximises convenience and accessibility. Its cafés are strategically located in city centres, shopping centres, retail parks, hospitals, universities, motorway service stations and transport hubs, allowing the business to reach customers throughout the day.
In addition to its traditional coffee shops, Costa Coffee has expanded its distribution channels through drive-thru locations, Costa Express self-service machines and partnerships with food delivery platforms. Customers can also purchase Costa-branded coffee products in supermarkets, extending the company's presence beyond its physical stores.
This multi-channel approach enables Costa Coffee to meet changing consumer expectations for speed, flexibility and convenience. 

Promotion
Promotion includes the communication activities used to inform, persuade and remind customers about a company's products and services. Costa Coffee employs an integrated promotional strategy combining traditional advertising with digital marketing, public relations, social media and customer loyalty initiatives.
The company actively promotes seasonal campaigns, limited-edition drinks and new product launches through television advertising, outdoor media and digital platforms. Social media channels such as Instagram, Facebook and TikTok allow Costa Coffee to engage directly with customers by sharing visually appealing content, competitions and promotional campaigns. These platforms also encourage customers to share their own experiences, increasing brand awareness through user-generated content.
[image: ]The Costa Club loyalty programme forms a central part of the company's promotional strategy by rewarding repeat customers with personalised offers and exclusive benefits. This not only increases customer engagement but also provides valuable consumer data that enables Costa Coffee to tailor future marketing activities to customer preferences. Recent research suggests that personalised marketing and customer engagement significantly improve customer satisfaction, loyalty and purchase intentions within the coffee shop sector (Limna et al., 2023).photo-costa-club-card.webp (480×300)


 Online Marketing Strategies
One of Costa Coffee's most effective online marketing strategies is its active presence on social media platforms, including Instagram, Facebook, TikTok and X (formerly Twitter). These platforms are used to promote new product launches, seasonal beverages, limited-time offers and sustainability initiatives through visually engaging content. Social media also enables customers to interact directly with the brand by commenting on posts, sharing experiences and participating in competitions. This two-way communication strengthens customer engagement and helps develop an online community around the Costa Coffee brand.
Another important element of Costa Coffee's digital strategy is the Costa Club mobile application. The app allows customers to collect loyalty points, receive personalised offers, locate nearby stores, order drinks in advance and access exclusive promotions. By using customer purchase data, Costa Coffee can tailor promotions according to individual preferences and purchasing behaviour. This personalised approach improves the customer experience while encouraging repeat purchases and increasing customer loyalty. Research suggests that personalised digital marketing and customer engagement significantly enhance customer satisfaction and long-term loyalty within the coffee shop industry (Limna et al., 2023).
Costa Coffee has also strengthened its online presence through partnerships with food delivery platforms such as Uber Eats and Deliveroo. These partnerships allow customers to purchase products without visiting a physical store, increasing convenience and extending the company's market reach
In addition, Costa Coffee uses email marketing and mobile notifications to communicate directly with customers. Promotional emails inform customers about seasonal drinks, exclusive discounts and loyalty rewards, while app notifications remind customers of personalised offers and limited-time promotions. These communication methods help maintain regular contact with customers and encourage repeat visits. 






Element 4: Financial Planning

Financial planning is essential for business growth because it enables organisations to secure the resources required for expansion, manage operational costs and achieve long-term objectives (Williams, 2022). Costa Coffee's development from a small family-owned coffee roastery into one of the world's largest coffeehouse chains demonstrates the importance of effective financial planning and strategic investment.
Costa Coffee was founded in London in 1971 by Italian brothers Sergio and Bruno Costa. Unlike many modern start-ups that rely on venture capital or external investors, the business was initially financed through the founders' own personal investment and operated as a small wholesale coffee roasting business supplying cafés and restaurants. This self-funded approach enabled the founders to maintain full control over business decisions while gradually building a reputation for producing high-quality coffee. The brothers focused on developing their signature Mocha Italia blend, which became the foundation of the Costa Coffee brand and supported its early business growth.
As customer demand increased, Costa Coffee expanded from wholesale coffee production into retail operations by opening its first coffee shop in London in 1981. Continued reinvestment of profits enabled the company to increase its store network throughout the United Kingdom. A major milestone occurred in 1995 when Costa Coffee was acquired by Whitbread PLC. This acquisition provided significant financial resources, management expertise and opportunities for rapid expansion. Under Whitbread's ownership, Costa Coffee expanded from fewer than 50 stores to more than 1,000 UK stores by 2009 and continued its international growth through franchising and the introduction of Costa Express self-service machines.
Costa Coffee's financial performance demonstrates the company's long-term growth. Before its acquisition by The Coca-Cola Company, Costa Coffee generated annual revenues exceeding £1.1 billion. Following the recovery of the hospitality sector after the COVID-19 pandemic, the company reported approximately £1.1 billion in revenue during 2022, representing a 21% increase compared with the previous year. During the same period, Costa Coffee returned to profitability, recording £243 million in profit after reporting a loss in 2021. These results illustrate the company's ability to recover from economic disruption while maintaining strong customer demand and continuing to invest in business growth.
Today, Costa Coffee operates in around 50 countries, with over 2,700 coffee shops across the UK and Ireland, more than 1,300 international stores, and thousands of Costa Express machines located in workplaces, transport hubs and retail outlets. This extensive network reflects decades of sustained investment in retail expansion, digital technology and product innovation. The acquisition by The Coca-Cola Company in 2019 further strengthened Costa Coffee's financial position by providing access to global distribution networks, increased investment opportunities and international marketing capabilities, supporting continued expansion beyond its traditional UK market.
Overall, Costa Coffee's financial journey demonstrates how a business can grow from a small self-funded start-up into a global market leader through strategic reinvestment, acquisitions and continuous innovation.
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