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1.1 Aims of the investigation

Using appropriate academic theories and models, the aim of the investigation is to prepare a full analysis of the internal and external environment of “The Nations Favourite Coffee Shop” Costa Coffee (Coffee, 2021) , an organisation which demonstrates an embedded consistent approach to sustainability and resilience and has operated in the UK for 50 years.  

The investigation will examine the market position of Costa Coffee as a sustainable and resilient organisation using recognised strategic management tools and identify and link the theory of strategic management and its application to practice, in a successful organisation. 

The intention of the inquiry is to provide a comprehensive and critically reflective piece of work which is not only underpinned by relevant facts which have been publicised about Costa Coffee, but also linked effectively to appropriate academic literature.

1.3 Definitions for this report

Academic papers, consistently propose that strategic management is criticized for failing to have a reliable and formal definition. 

Whilst there may not be one single universally accepted definition for strategy, and because the word strategy, seems to have different meanings / interpretations to different people, with even strategy experts Henry Mintzberg (1998) placing emphasis and focus on distinct definitions of strategy and moving away from deliberate strategy to emergent strategy and James Quinn (1998) placing emphasis on the military aspects of strategy (Henry Mintzberg, 1998) it shows how perspective and context can influence understanding and interpretation. 

It is essential to be clear in the definitions used and for the purpose of this report the following meanings have been applied: 

Strategic Management, different from strategy. “Strategic management is essentially a framework for analysing the environment, for integrating the firms’ activities, for learning and adapting to change and for creating value both in the present and the future” (Ward, 2020).

Strategy, Porter (1991) said “strategy is the act of aligning a company and its environment. That environment, as well as the firm`s own capabilities, are subject to change. Thus, the task of strategy is to maintain a dynamic, not a static balance” (Albana Berisha Qehaja E. K., 2017). Whilst Hussey (1997) emphasised that: “techniques do not make a strategy: this is the role of managers” (Albana Berisha Qehaja, 2017). 

1.4 Costa Coffee why?

  Looking around the University Campus, students are always seen carrying around cups of hot drinks, many in Costa disposable cups, some in reusable drinking vesicles. Students taking a break from studies can be seen sitting in the coffee shop sipping Costa branded drinks or may slip to the local garage or convenience shop and again often return with their Costa branded beverage. 

Taking that snapshot to the wider scale, Costa has over 1000 shops across the UK, and is the UK`s number 1 coffee provider. “When Allegra asked 5,022 UK consumers ‘What is your favourite branded coffee shop chain?’, 52% cited Costa Coffee” the business also has “6 million active Costa club members”  (Coffee, 2021). 

Why does Costa attract so many students?

2. MAIN FINDINGS and Methods

2.1Business Background

Business background information was sourced from the Costa coffee website for the purpose of this report, an email was also sent to request information in relation to the organisations management strategies, but no response was received at the time of this report being written. 

Costa Coffee is a London born business “in 1971 when Sergio and Bruno arrived in London with a burning desire to make great tasting coffee a part of everyday life” (Coffee, 2021). From a small roastery on Fenchurch Street in 1971 with a clear Goal 7 years later in 1978 the demand for their coffee was increasing, they were supplying some of the most respected establishments in London and moved their production site to Lambeth where it operated rom until 2017.

 In 1981 the brothers opened their first shop in London “in this innovative shop the brothers became the first coffee providers in London to serve Espresso and crafted Cappuccino in porcelain cups so that customers could experience coffee at its best” (Coffee, 2021). 

Coffee shops started to become fashionable destinations for Londoners. Costa Coffee even in 1981 had positioned themselves as a differentiated product with a clear target group of consumers. 

Was this the brothers demonstrating Jeffery Abrahams (1999) ideas that a “a mission statement will help a company to make consistent decisions to motivate, to build an organisational unity to integrate short term objectives with longer term goals…….? (Ward, 2020) 

Today in 2021, Costa has one of the biggest roasteries in Europe and produces 45,000 tonnes of coffee a year, quadrupling their previous coffee roasting capacity. Not just satisfied with being the biggest, Costa`s roastery is also one of the most sustainable buildings in the world and they responsibly source all their raw coffee beans from 100% Rainforest Alliance Certified farms, where they are then transported to Tilbury Docks, Essex, located just 14 miles away from the Costa Coffee Roastery!

2.2 Methods for Analysis 

Strategy is an essential theory in the field of strategic management, and there are many techniques, tools, methods, models, frameworks, and methodologies in existence to support strategic managers in decision making. “According to Stonehouse and Pemberton (2002), strategic management can be conceptualized as a set of theories and frameworks, supported by tools and techniques, designed to assist managers of organizations in thinking, planning, and acting strategically” (Albana Berisha Qehaja, 2017).

 A qualitative study in 2017 outlined 10 of the most used strategic tools and techniques being used globally at that time, with Lisinksi and Saruckil (2006) putting forward 28 strategic tools. (Albana Berisha Qehaja, 2017). 

Regardless of the number of tools identified, companies and organisations can benefit from strategic management when the right tools and techniques are used to increase knowledge and inform better decision making. Afonina and Chaulupsky (2012) stressed that tools and techniques “support managers in all stages of strategic management – from strategic analysis to the selection of strategy and its implementation, in order to improve deficiencies in the organisation and achieve better performance” (Albana Berisha Qehaja, 2017). 

For this report, the three tools identified to analyse the internal and external environment of Costa Coffee is firstly the SWOT, the most used tool as identified through qualitative and empirical studies, (Albana Berisha Qehaja E. K., 2017). 

Bowmans Strategic clock to identify and illustrate Costas’s market positioning, “according to Bowman, competitive advantage is more powerful as a distinctive element than a cost advantage…” (Biznews, 2021) 

The final strategic tool for application in this inquiry is the stake holder analysis using a power interest grid to segregate and prioritise stakeholders. 


















SWOT ANALYSIS
To provide an analysis of the internal and External environments of Costa Coffee as a Brand leader and innovator in the Coffee Industry.
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Strengths
One of the leading coffee chain brands and rotisseries in the UK and 2nd leading globally. (2)
Has more than 3000 locations worldwide
1971 – 2021 a 50-year presence with a “story” (1)
Strong Company Values (1)
Values Branding (1)
In 2019 Coca Cola acquired Costa Coffee making it part of a much bigger and longer established parent company (2)
Offers a wide range of products in addition to coffee, i.e., iced drinks, cakes, food with an extension on products by selling canned making it less reliant on a café sit down venue income stream (1)
products at supermarket and garage outlets (1)
Annual revenue of the brand is more than $1 Billion dollars. (4)


Weaknesses
Costa Coffee does not have the same global retail presence as its competitors i.e. hardly known in India (3)

Only 2nd leading brand Globally (1)





















Opportunities
Expanding the menu and offer of snacks and drinks based on locality and supporting local farmers etc. could attract a different consumer group. (2)
Developing commitments around sustainability, inclusivity, and mental health wellbeing (2) 
Developing and improving sustainable packaging to a future commitment of zero waste (3)
Leading the way amongst UK coffee industries in their environmental work to reduce carbon footprint (1)
 Working collaboratively with Bio Bean coffee logs to ensure coffee ground waste is turned into coffee fire logs for wood burners (3)
Continuing to identify other stakeholders to work with collaboratively in reducing waste and improving on sustainability. (2)




Threats
Existing and new coffee chains such as Starbucks and McDonalds and coffee#1
Price competitions (2)
increases in minimum and living wages resulting in lower margins and increasing operating costs (1)
Pandemic recovery and raising energy costs leaving consumers with less money to spend on luxuries. (3)
Current pace of change (1)
Unpredictable status of COVID 19 and increasing numbers in the UK (accurate at time of report). (3)
Current issues with transportation of goods / imports into the UK. (1)
Future legislation around climate change (3)
Climate change impact on raw goods and working conditions (2)




























Figure 1.1 (above) Costa Coffee SWOT analysis. Some of the information for the above SWOT analysis has been used from (Mbaskool, 2021).

	Key to ranking

	1
	Critical

	2
	High Importance

	3
	Medium Importance

	4
	Low Importance 








Examination of SWOT

 Figure 1.1 above breaks down the Costa brand by its strengths, weaknesses (internal environments), and its opportunities & threats (external environments) providing opportunity to identify, position and review the organisations performance in comparison to others in the global coffee industry.

 Whilst the internal environmental strengths are viewed as many and ranked of high importance there are also a significant number of threats and opportunities identified within the external environments, which provide basis for further exploration and future work. 

This SWOT exercise was carried out by one individual, with no internal information and access only to published information primarily published by the organisation itself. Whilst the information published by the organisation on face value appears to be factual it is important to consider that the published information may be influenced by other factors. The ratings applied are subjective and potentially swayed by the position, values, understanding and experiences of the individual and not reliable as an objective analysis and demonstrates a potential flaw in the outcomes.  
A SWOT analysis is a recognised as one of the most used strategic management tools within business and organisations of different sizes, (Albana Berisha Qehaja E. K., 2017) and has a simple format which is often used by a team of people as opposed to an individual, giving more than one person’s perspective.
 In the absence of a group or team of people Amason (2011) suggests that CEO`s and senior management teams can be isolated and “cut off” from direct customer feedback day to day knowledge of the organisation’s operations and from direct interaction with the internal environments (Ward, 2020). In response to this suggestion an alternative or additional application of theory could have been “Mintzberg`s 5ps of strategy” (Henry Mintzberg, 1998). 
Mintzberg developed the 5Ps of strategy, the 5 P`s are five different perspectives that can be applied to develop strategy. The 5 P`s (perspectives) are components of strategy as illustrated in figure 1.2. On application of the 5 perspectives the result expected would be a more robust strategy (Henry Mintzberg, 1998).
[image: Image result for Mintzberg's 5 Ps. Size: 173 x 170. Source: drvidyahattangadi.com] (http://drvidyahattangadi.com/henry-mintzbergs-5-ps-for-strategy/, 2016) Figure 1.2 (above) Mintzberg 5 Ps Strategy for illustrative purposes
2.3 Bowmans Clock 
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Figure 1.3 (above) Bowmans’s clock illustrating Costa Coffees focused differentiation position. 



Examination of Bowmans Clock. 

Figure 1.2 above, Bowman’s Strategy Clock delivers a visual illustration of product and brand positioning based on the dimensions of price and perceived value.  Drawing on the factual data from the swot analysis in figure 1.1 and removing the subjective rankings has placed Costa Coffee between differentiation and focussed differentiation competitive strategies. 

The differentiation is equated with high perceived value, in the Costa Coffee product range and company values and missions, which then increases the brand, allowing Costa to compete in a highly competitive market and achieve the status of being the UK’s Number 1 and globally the number 2 coffee provider. Ultimately, the consumer chooses to pay a higher price for the produce they could purchase elsewhere for less.

 The focussed differentiation, which Costa leans towards, holds extremely high perceived value and a high price to match. Costa Coffee successfully promotes their key product: coffee, through their values and commitment to sustainability from their coffee supplies to reducing their carbon footprint and resilience in their networking support and their work to improve education in growers’ communities to supporting campaigns for mental health, inclusion and gender pay gaps, appealing to their target audiences. 

 In 2021 Costa Coffee has identified their target audience as “youths in the middle and higher income earners” (Mbaskool, 2021), their target group has not changed in the 50 years of production describing their target audiences in 1971 as “we sold our coffee beans to prestigious hotels in London, such as The Ritz, and they were delivered in style by famous London black cabs” (Coffee, 2021).

Amson (2011) said that competitive advantage is key to success but is only a result of action (Ward, 2020).  It is evident from where Costa Coffee started in 1971 to be where they are today in 2021, that they have implemented the ideas of strategic management described by Amason (2011) and not just made statements of intention and well-conceived plans but taken action to achieve results! (Ward, 2020). 

 Costa has a clear Vision statement, which can be both a short term and long-term plan, and that is: “to be the worlds most loved coffee brand” (Costa Coffee, 2021). From earlier in the report, it is known that Costa is currently the number 1 coffee brand in the UK but only second globally, therefore there is need to revisit the weakness section of the SWOT in figure 1.1 and work with alternative strategic management tools and techniques including: customer satisfaction analysis, customer complaints and employee satisfaction surveys to set the next strategy for achieving their goal. 

Stakeholder Analysis for Costa Coffee

	Keep Satisfied     Power
High

Customers / consumers
                           Rain Forest Alliance
Tesco, Shell, Sainsbury, Rotec, Motto, MFG, Scotmid, Asda, Morrisons (Costa Express machines)
Public Health 
	Manage Closely 
          Farmers & Forest communities
                                            Employees
                                   Coca cola board
                                   Directors 

	Monitor
(Minimum Effort)


Veolia – working with them to recycle plastic and cardboard in store
Bio Bean coffee – logs 
“Fare share” – collaborative working tackling food waste.
Local communities – litter, loneliness pledge.
Valpak – independent waste company collaborative working to promote UK cup recycling 
	Keep Informed



                                                                             Costa Book awards – annual collaboration


6 million Costa Club members



	Low
High
Interest

Figure 1.4 Costa Coffee`s stakeholder analysis with information available from (Mbaskool, 2021).

Stakeholder Analysis. 

 Organisations such as Costa, have a significant range and scope of stakeholders who are involved or affected by the organisation, some of whom may be interested in what the organisation is doing and others less interested. Plotting the stakeholders on a power/interest grid, can determine who has high or low power to affect the business or identified project, and who has high or low interest. People with high power need to be kept satisfied, while people with high interest need to be kept informed.

Historically in business, the key and most significant stakeholders would have been shareholders, with organisations focussed on profit. From this stake holder analysis, it appears that it is the suppliers and employees which need to be managed closely. Although a business linked to parent company coca cola, from their values, website and the period sustainability has been on Costas agenda it almost feels like they are operating to meet stakeholder needs of a triple bottom line. “Triple Bottom Line theory posits that instead of one bottom line there should be three: Profit, people and the planet” need reference 
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