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[bookmark: _Toc225520270]1. Introduction
Al-Surmi et al. (2022) explained that the marketing environment is the internal and external factors that affect the marketing strategies used by an organisation, its decisions, and the overall performance of the business. These factors include the macro marketing environment, especially since they encompass the greater external forces like economic, social, technological, legal, political, and environmental forces which organisations cannot influence, but have to strategically react to. The macro environment analysis assists organisations to recognise opportunities, address threats, and develop effective marketing strategies as a way of ensuring that their competitive advantage in the market is maintained.
The coffee shop market has gone through significant growth throughout the past decade, following the transformation of the consumer lifestyle and urbanisation alongside the culture of consuming coffee. Coffee shops are no longer just coffee shops to purchase coffee and have become social and workplaces where customers can spend time, hold meetings, and socialise (Hakim and Amir, 2022). The industry is very competitive with huge international brands competing in terms of pricing, quality of the product, customer experience and brand image.
Starbucks is viewed as a pioneer organisation in this industry since it brought with it the culture of premium coffee, customer experience, and the international brand of coffee shops. Costa Coffee, on the other hand, is a perceived follower organisation that competes using competitive prices, a robust presence in the UK marketplace, and expansion using franchises and vending machines.
[image: The Caffeine Difference Between Starbucks And Costa Coffee]
In a critical analysis of the macro marketing environment that has an impact on Starbucks and Costa Coffee, this report will examine their responses to external environmental influences in their strategies to determine how both firms remain competitive in the coffee shop industry.
[bookmark: _Toc225520271]2. Task 1: Critical Analysis of the Macro Marketing Environment
[bookmark: _Toc225520272]2.1 Macro Marketing Environment
Macro marketing environment is an external environment which affects the performance of an organisation, its marketing strategies, and its competitive position within the market. The organisations have no control over these external forces, but they need to be analysed and reacted to strategically. The PESTLE concept is widely applied in the analysis of the macro environment containing such factors as political, economic, social, technological, legal and environmental (Buye, 2021). These aspects assist organisations in determining opportunities and threats as well as devising strategies to ensure competitive advantage.
Macro environmental factors are quite significant in the coffee shop industry as the industry is highly dependent on consumer lifestyle, economic conditions, and purchasing behaviour (Suvattanadilok, 2024). The coffee shops are selling experience, convenience and brand value besides selling drinks. Thus, market competition, pricing and demand are directly affected by external factors like social lifestyle tendencies and economic conditions.
In this report, two macro factors have been chosen, namely social factors and economic factors. These considerations are strategic in the sense that social considerations determine the culture of coffee consumption, lifestyle behaviour and customer preferences, whereas the economic considerations determine the prices of coffee, consumer expenditures and the costs of operation. Starbucks and Costa Coffee are both in a competitive market where the trends in lifestyle and economic environment directly influence sales and the position in the market. It is significant to examine social and economic macro factors to learn the competitive positions of the two organisations in the coffee shop industry.
[bookmark: _Toc225520273]2.2 Analysis of Macro Factor 1 – Social Factors
[bookmark: _Toc225520274]2.2.1 Impact on Pioneer Organisation – Starbucks
The social reason has provided Starbucks with an immense opportunity, being a pioneer in the coffee shop industry (Aminuddin et al., 2021). Among the most significant social tendencies, the development of coffee culture and lifestyle consumption can be listed. The use of coffee has become common in the daily lives of different people, especially in the urban environments that have adopted coffee shops as a meeting point, workplace and social centres. Starbucks has positioned itself as a lifestyle brand as opposed to a coffee seller, and this provides the company with a highly competitive advantage. The other social factor is the premium coffee trend. There are several customers who like premium coffee products and will pay more money for quality coffee, store environment, and customer experience. The trend is favourable to Starbucks due to the fact that its business concept is premised on premium pricing and customer experience (Gao et al., 2021). This enables Starbucks to have a high profit margin and brand loyalty.
Starbucks is also presented with opportunities by urbanisation and busy lifestyles. The urban customers are fond of convenient places and cosy areas where they can work or meet with people. The location of Starbucks stores is strategic because it is situated in the centres of cities and shopping malls as well as business districts that boost customer traffic and sales (Sokol and Jordanov, 2020). The social media culture is also a significant social aspect that works to the advantage of Starbucks. Customers usually post Starbucks beverages and shopping experiences on social media, which exposes the brand and promotion at no cost. This enhances the brand image and customer loyalty of Starbucks, which provides the firm with a highly competitive advantage.
It has been critically analysed that social factors provide significant opportunities to Starbucks as they help to support the strategy of premium pricing, brand image, and customer experience. These aspects make Starbucks stronger in terms of its competitive stance and enable it to keep its leadership in the coffee shop business.
2.2.2 Impact on Follower Organisation – Costa Coffee
Costa Coffee is also impacted by social factors, but in a different way than Starbucks, since it does not pursue the same market positioning strategy. Costa Coffee has a larger customer base and is more oriented towards convenience and cheap coffee instead of the experience with the high-quality brand. Costa Coffee can capitalise on its increased demand in the coffee products market due to the expansion of the culture of coffee consumption. Costa Coffee enjoys the advantage of having customers who desire to get regular coffee at a reasonable price and not a premium coffee experience (Eichhorn, 2025). The transport hubs, petrol stations, shopping malls and the high streets tend to be frequented by Costa stores, and this facilitates convenience-based consumption.
However, the premium coffee trend can be considered a threat to Costa Coffee because Starbucks dominates the premium coffee segment with a stronger brand image and customer loyalty. Customers who prefer a premium coffee experience are more likely to choose Starbucks rather than Costa Coffee, which reduces Costa’s competitive position in the premium market. Costa Coffee has responded to social changes by focusing on convenience and accessibility (Qian, 2023). The company introduced Costa Express vending machines, takeaway coffee services, and ready-to-drink coffee products available in supermarkets. These strategies help Costa Coffee respond to busy lifestyles and convenience consumption trends.
[bookmark: _Toc225520275]2.3 Analysis of Macro Factor 2 – Economic Factors
[bookmark: _Toc225520276]2.3.1 Impact on Pioneer Organisation – Starbucks
Economic factors that include inflation, disposable income, economic growth and consumer spending also have a great impact on Starbucks since the company deals with high end coffee market. The prices of Starbucks products are higher than in many other shops offering coffee, and hence the alterations in the economic conditions directly affect the customer's buying behaviour (Zhang, 2024). Inflation will raise the prices of coffee beans, milk, sugar, labour and rent, which will raise the operational costs of Starbucks. The company tends to raise prices to sustain the profit margins, yet the extra prices can decrease the demand of the price-sensitive customers. This poses a danger to Starbucks in the case of economic recessions.
Another economic variable is disposable income. Starbucks primarily focuses on middle and high-income consumers who can afford high-quality coffee and a customer experience. Customers inject more money in high quality products like Starbucks coffee when the economy is good, and their disposable income is high. This gives Starbucks a chance to sell more and develop its business further. When the economy is experiencing a recession, customers will spend less on high-quality coffee and will opt to buy cheaper alternatives to coffee, including Costa Coffee or home coffee (Zhou, 2024). This poses a threat to competitiveness at Starbucks. Starbucks has competitive strength in its brand loyalty and product differentiation that enables the company to retain its customers even in downturns.
[bookmark: _Toc225520277]2.3.2 Impact on Follower Organisation – Costa Coffee
Costa Coffee is also greatly influenced by the economic factors, but its influence is not the same, as Costa Coffee operates under a cheaper pricing strategy. Costa Coffee includes the price-sensitive segment and sells coffee at a low price compared with Starbucks, which allows Costa to possess an advantage over competitors in times of economic difficulties (D’avilla, 2025). These are the costs of operation, such as the price of raw materials, labour and rent, which inflate as a result of inflation. Costa Coffee has competitive prices most of the time, and this helps the company to appeal to the customers who are in search of affordable coffee. Under economic recession, customers might cut down on spending on high-quality coffee and still manage to purchase coffee in the less expensive coffee outlets like Costa Coffee.
As such, the economic crisis can provide a window of opportunity to Costa Coffee since customers can turn to alternative coffee stores like Costa since prices are low compared to Starbucks. This enhances the competitive status of Costa Coffee in the challenging economic times. Increasing prices also decrease the profitability levels of Costa Coffee, which puts financial strain on the company. Costa will have to ensure that costs are well managed in order to ensure profitability and be able to charge competitive prices.
[bookmark: _Toc225520278]3. Task 2: Strategic Responses of Pioneering and Follower Organisations 
[bookmark: _Toc225520279]3.1 Pioneering Organisation’s Strategic Responses – Starbucks
Starbucks is a leading organisation in the coffee shop business within the global market and has adopted various strategic responses to macro environmental forces like the changing lifestyle of the consumers, economic factors and the growing competition (Khushman, 2019). The strategy of Starbucks is differentiated, with premium branding, customer experience, and global expansion rather than competing primarily on price.
The premium pricing and differentiation strategy is one of the key strategic responses of Starbucks. Starbucks uses its brand as a high-quality coffee company selling high-quality coffee, infusion drinks and a selective experience in store (Pellizzari, 2023). Customers are ready to pay more not just for coffee but also for the store atmosphere, customer experience and brand experience. This is a strategy that enables Starbucks to have large profit margins and a solid brand loyalty. The products are varied, seasonal, and customised orders, and use high-quality products; the company has a competitive edge against its rivals, like Costa Coffee.
Customer experience and store environment strategy is another strategic response that is important. The Starbucks outlets are strategically created to make it a comfortable place where people can work, meet or rest. This is also known as the third-place concept that is a place between work and home where customers can spend time. This is one of the strategies that enable Starbucks to develop a good relationship with customers and customer loyalty. Customer experience and brand differentiation are added by the store design, music, free Wi-Fi, and comfortable seating.
Digital strategy and mobile applications have also helped Starbucks to address the technological changes. Starbucks mobile application provides a user with the opportunity to order drinks online, pay with a digital level and gather loyalty points (Ullagaddi, 2024). Mobile ordering and digital payment systems enhance the convenience of customers and shorten waiting time. The Starbucks Rewards loyalty program will promote repeat purchases and customer loyalty. This online plan assists Starbucks in making more sales and enhancing consumer interaction.
Porter’s Generic Strategy – Starbucks
Starbucks predominantly adheres to the differentiation strategy based on the Porters Genetic Strategies. Its products do not have a strong brand image, a high variety of products, excellent customer experience, and a high standard of coffee, which make the company stand out. Starbucks is not competing based on price but rather based on brand value and the customer experience. The differentiation strategy enables Starbucks to sell at high prices and have a competitive advantage in the coffee shop industry.
The strategic responses of Starbucks are based on differentiation, customer experience, digital innovation, global expansion, and product diversification, which enable the company to remain a leader in the market and a pioneering organisation.
[bookmark: _Toc225520280]3.2 Follower Organisation’s Strategic Responses – Costa Coffee
Costa Coffee, being a follower organisation in the coffee shop industry, has adopted various strategic responses, rather than Starbucks. Costa Coffee is more cost-efficient, accessible, and convenient, and it is expanding its market instead of concentrating on a premium brand distinction. The plan that Costa Coffee will use to compete against Starbucks involves selling affordable coffee and convenient sites (Noor et al., 2025). Competitive pricing strategy is one of the key strategic reactions of Costa Coffee (Eichhorn, 2025). Costa Coffee also gives lower prices as compared to Starbucks, which attracts the price-conscious customers. This is a strategy of assisting Costa Coffee to compete with markets that have customers who are more price sensitive. Costa Coffee tends to appeal to people who are shifting out of premium coffee stores to less expensive ones during economic downfalls.
The convenience and accessibility strategy has also been adopted at Costa Coffee. The difference between Starbucks and Costa Coffee lies in the fact that Starbucks focuses on the experience of the store, whereas Costa Coffee is more accessible by putting its shops in petrol stations, transport hubs, supermarkets, airports, and high streets (Bodkin, 2023). The approach will enable Costa Coffee to access more customers and make more sales due to convenience.
Costa Express vending machines are one of the most significant strategic innovations of Costa Coffee. These are self-service coffee machines that are mounted in petrol stations, offices, hospitals and other public places (Eichhorn, S2025). Costa Express machines will enable Costa Coffee to grow without establishing full stores, cutting down on the cost of operation and gaining more areas of operation. This is a significant competitive edge since Costa Coffee will be able to access clients in areas where conventional coffee shops are not present.
Ready-to-drink coffee products and retail cooperation are also areas of interest for Costa Coffee. Costa products are also sold in supermarkets in the form of bottled coffee drinks, and this makes the company grow beyond coffee shops into the retail markets. Collaborating with petrol stations and supermarkets can enable Costa Coffee to promote the brand and boost its income (Qian, 2023).
Porter’s Generic Strategy – Costa Coffee
Costa Coffee is primarily a cost leader strategy based on the Generic Strategies of Porter (Acar, 2024). The company is geared towards providing coffee at reduced prices, is situated in strategic locations, and has grown into vending machines and franchisors. Costa has been competing on price and convenience instead of a high-end store experience in an attempt to provide cheaper coffee.
Competitive pricing, convenient locations, vending machines and franchise expansion strategy are competitive factors that give Costa Coffee a competitive advantage. Where Starbucks and Costa Coffee compete by being differentiated with brand experience and premium positioning, cost leadership and accessibility, respectively (Bisello, 2021).
[bookmark: _Toc225520281]4. Conclusion
The macro marketing environment and strategic reaction analysis indicate that the external environmental variables have a key role in the determination of the competitive strategies and market positions of both Starbucks and Costa Coffee operating in the coffee shop industry. The analysis has found that the social and economic factors are the most important macro environmental factors in both organisations. Social issues like shifting consumer lifestyles, culture of coffee and high-end consumption are the opportunities that Starbucks has in terms of premium branding and customer experience, whereas Costa Coffee has the advantage of convenience-based consumption and the expansion of available markets. The economic forces like inflation, disposable income, and economic crunches have varied implications on both companies because of their pricing strategies, where Starbucks is more vulnerable to the economic crunch based on its premium pricing strategies, whereas Costa Coffee is competitive based on low prices.
As seen in the analysis of strategic response, Starbucks pursues a differentiation strategy that emphasises brand experience, digital innovation and global expansion, whereas Costa Coffee pursues a cost leadership strategy that emphasises convenience, competitive pricing, and market expansion via vending machines and franchising. Generally, the discussion has revealed that good environmental scanning and strategic adjustment are critical in ensuring organisations are competitive and capable of coping with the external environment changes in the coffee shop sector.
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