[image: ]
An analysis of the factors impacting Starbucks in the UK.
Module: Problem Solving and Innovation (BMSW4014)
Lecturer: Rebecca Francis-Davies
Student & ID: Oscar Prados Rio 2330727
Word count: 
















Report on Factors Impacting Starbucks in the UK

1. Introduction  
2. Findings  
   2.1 PESTLE Analysis  
   2.2 Stakeholder Analysis  
3. Conclusion  
4. Recommendations  
5. References  


1. Introduction
Starbucks Coffee Company began in 1971 in Seattle and has grown to over 30,000 locations in more than 80 countries, including over 1,000 stores in the UK. Known for its wide range of coffee, tea, and food options, Starbucks revolutionized coffee drinking into a communal experience centred around quality, friendly service, and a welcoming atmosphere. Howard Schultz (2011) highlights that Starbucks not only elevates coffee but also enhances the values of community and choice.
As of 2023, Starbucks is facing significant challenges in the UK, including heightened competition, shifting consumer preferences towards health and sustainability, and economic uncertainties. To remain relevant and maintain market share, Starbucks must adapt its strategies. Here is a SWOT analysis of the company's current situation.

Strengths: Starbucks benefits from strong brand recognition, thanks to its consistent quality and innovative offerings. With a diverse menu that appeals to different preferences and a commitment to ethical sourcing, the brand maintains a positive image. Additionally, the company's effective loyalty program is a significant strength, promoting customer engagement and driving repeat visits. Donald Miller (2017) states that the perception of your brand is determined by the experiences of your customers, which are shaped by the employees. Once the employees grasp the purpose of your brand, they can fulfil its promises.


Weaknesses: Starbucks' strategy of positioning itself as a premium brand has led them to higher prices, which may discourage customers with small budgets, especially during tough economic periods. The company's dependence on specific key markets, such as the US and UK, makes it susceptible to low economic periods or changes in consumer behaviour in those areas. Criticism surrounding its labour practices and workplace conditions has also impacted its corporate reputation, bringing to light the need for greater transparency and accountability. Timothy Bartik (2020) explains that businesses that rely significantly on a limited range of markets are at greater risk during economic downfalls.

Opportunities: The growing demand for plant-based and healthier options presents a significant opportunity for Starbucks to enhance its menu. By incorporating more vegan items, organic beverages, and locally sourced ingredients, they can better engage with health-minded consumers. Additionally, as online shopping continues to rise, Starbucks has the potential to reach a broader audience by upgrading its digital platforms, particularly considering the shift toward online ordering that has increased since the pandemic. As Fiona Tuck (2021) states in her book, as people are becoming more aware of their health, there is an increasing demand for food and beverage businesses to adjust and provide plant-based choices that align with these choices. 

Threats: Increased competition from nearby coffee shops and specialty cafés presents a challenge for Starbucks in maintaining its market share. Customers are becoming more drawn to distinctive products that highlight quality, unique flavours, and a sense of community. Additionally, economic instability marked by inflation can influence consumer spending habits, leading people to prefer more budget-friendly coffee choices. Changes in regulations and the possibility of higher taxes on sugary beverages could also present indirect risks to the company’s product range. Emily H. Turner (2020) explained in her book that consumers today are increasingly favouring brands that not only align with their taste but also reflect their values, such as quality, authenticity, and community involvement.


2. Findings 

2.1 PESTLE Analysis
A PESTLE analysis provides valuable insights into the external factors that influence Starbucks in the UK:

Political: The political landscape in the UK is intricate, significantly shaped by the consequences of Brexit. Alterations in trade agreements and regulations present possible challenges for businesses that depend on imported products, such as coffee beans. Additionally, changes in labour laws and immigration policies could influence operational efficiency because of possible labour shortages in service sectors. Continuous changes in government priorities may also have an impact on operational expenses and costs associated with regulatory compliance. Taylor, J. (2021) says that the UK’s political landscape is complex, largely affected by Brexit. Changes in trade agreements may create challenges for businesses reliant on imports, like coffee beans, while shifts in labour laws and immigration policies could lead to labour shortages in the service sector. Ongoing changes in government priorities may also impact operational costs and regulatory compliance.

Economic: In the aftermath of the COVID-19 pandemic, the UK economy has encountered difficulties, particularly with increasing inflation that reduces consumers’ buying power. During periods of economic uncertainty, shoppers might opt for more affordable options. As a high-end brand, Starbucks needs to stay vigilant about these changing consumer behaviours. Economic challenges could also result in higher raw material costs, impacting profit margins if price hikes can't be transferred to consumers. Florida, R. (2020) explains that economic downturns often lead consumers to find cheaper options, looking for value instead of luxury, prompting brands to reassess their pricing strategies.

Social: There's a notable shift in society towards healthier lifestyles, as consumers are showing greater interest in nutritious choices and ingredient transparency in food and beverages. This shift provides Starbucks with an opportunity to meet changing consumer preferences by introducing healthier menu options, including items featuring superfoods and organic ingredients. Additionally, patrons consider cafés vital social environments, and Starbucks has successfully created inviting, community-focused spaces in its stores. Participating in social responsibility efforts can also strengthen brand loyalty among consumers who prioritize ethical considerations. As Bo Burlingham (2006) said, “Great companies are not just about making money; they are about making a difference.”

Technological: Technology is increasingly transforming the way consumers interact with brands. Starbucks has made substantial investments in digital platforms, such as mobile ordering and payment systems, making shopping more convenient for today's consumers. This focus on digital not only improves the customer experience but also boosts operational efficiency. By using data analytics, Starbucks can develop tailored marketing strategies that align with customer preferences. Furthermore, improvements in supply chain technology aid in more effective inventory management and forecasting, leading to less waste overall. As Eric Schmidt and Jared Cohen (2013) explain in their book. Businesses that successfully leverage technology can build significant relationships with their customers, ultimately turning their buying experience into a smooth and customized journey.

Environmental: As consumer awareness of environmental concerns rises, sustainability has emerged as a key priority for businesses. Starbucks is dedicated to ethical sourcing and minimizing waste, a commitment that appeals to environmentally conscious customers. The company's initiatives, including efforts to decrease plastic waste and promote sustainable farming, present a chance to boost customer loyalty. Yvon Chouinard and Vincent Stanley  (2012) explained that business goes beyond profit; it involves the impact on the planet and communities. Responsible companies attract sustainability-conscious customers.

2.2     Stakeholder Analysis
A thorough stakeholder analysis is vital in understanding the internal and external influences on Starbucks:

Customers: Consumers play a vital role as the key stakeholders impacting Starbucks' product selections and marketing strategies. It is essential for the company to foster robust customer engagement through loyalty initiatives and direct interactions. Gaining insights into customer demographics, tastes, and expectations can aid Starbucks in developing innovative product offerings that resonate more with the market. By utilizing market research, targeted promotions and personalized marketing campaigns can be implemented to increase store traffic and strengthen brand loyalty. Scott, D. M. (2020) explains that effective marketing relies on comprehending customers' desires and providing them with what they seed in a manner that fosters significant connection.

Employees: Workers are essential in implementing the company's vision and ensuring customer satisfaction. It's important to invest in their training and development so they can deliver excellent service. Additionally, fostering a positive workplace can lead to lower turnover rates and greater operational efficiency. Responding to employee concerns about working conditions and compensation can also help reduce reputational risks associated with labour-related issues. Anne M. Mulcahy (2009) explains that workers who feel that management values them as complete individuals tend to be more productive, content, and fulfilled. When employees are satisfied, it often leads to happier customers.

Suppliers: Ethical sourcing is a core aspect of Starbucks' brand reputation, positioning supplier relationships as an important factor for stakeholders. By securing sustainable sourcing methods for coffee and other ingredients, Starbucks not only fulfils consumer expectations but also benefits the farmers and communities participating in the production process. Collaborating with suppliers on sustainability efforts can also improve brand credibility and enhance how consumers view the company. Chouinard, Y., & Stanley, V. (2012) emphasised the importance of companies recognising their environmental and community impact and engage with suppliers to maintain sustainable practices in their supply chains.

Investors: Investors seek clarity and well-defined strategies for growth that safeguard shareholder interests. Starbucks needs to deliver regular and straightforward updates on its financial results, market approaches, and plans for future expansion. Strong risk management, particularly in relation to economic changes, is essential to uphold investor trust. Grahan, B. (2006) wrote, “Investment is most intelligent when it is most businesslike.”

Communities: Starbucks has established itself as a community-focused brand by engaging locally and supporting charities. This involvement fosters brand loyalty and positions Starbucks as a vital part of the neighbourhoods it serves rather than just a coffee shop. Howard Schultz’s (2011) explains: “We don’t want to be just a coffee company, we want to be a coffee company with heart.”

---

3. Recommendations  
Based on the analyses presented, several recommendations can be suggested for Starbucks' competitive positioning in the UK:

1. Expand Health-Conscious Offerings: Develop and market more health-conscious options, particularly plant-based drinks and snacks, to cater to a growing consumer demand.

2. Strengthen Digital Engagement: Invest further in technology to improve online ordering and get a better app experience, integrating rewards programs that encourage repeat business 

3. Introduce Table Service: Adding a table service option in select locations, allowing customers to enjoy a higher level of service and comfort, especially during peak hours. This could attract consumers looking for a more leisurely coffee experience.

4. Conclusion 
Starbucks operates in a competitive UK market influenced by changing consumer behaviours and external pressures. Its strengths, like brand recognition and adaptability, help it face challenges, but it must address weaknesses and competitive threats.

Starbucks should cater to socially conscious consumers, invest in sustainability, and enhance digital strategies. Implementing table service could also improve customer experience. A focus on stakeholder engagement will strengthen its reputation and market position as a top choice for coffee lovers in the UK.
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