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[bookmark: _Toc224854770]Executive Summary
This report conducts a comprehensive marketing audit of Starbucks, a British coffee chain company. Identify external macro pressures and industry micro-environment through PESTEL analysis, an external environment analysis tool, and Porter's five-force model. Analyze the internal environment and internal resources through the VRIO framework. Then use the SWOT model for overall analysis. It is concluded that although Starbucks relies on the digital membership system and strong brand loyalty to maintain its leading position in the market, it also faces cost pressure on raw materials and labour. The long-term development of Starbucks in the UK market depends on whether it can strike a balance between digital innovation and environmental sustainability, and it needs to further optimize the structure, strengthen the store experience and consolidate the store image.


[bookmark: _Toc224854771]1.Introduction
This report will conduct a marketing audit of a British coffee chain company and analyze the competition of this company in the current market environment. The British coffee market is fiercely competitive, and Starbucks operates in such an environment. The market is characterized by high-end positioning, with a large number of stores in major cities, and consumer demand is constantly changing. In recent years, the uncertainty of the global economy and the continuous inflation and the interruption of the supply chain have increased the pressure on the cost structure and consumer demand of the hotel and catering industries (Sampaio, Sebastiao and Farinha, 2024). Therefore, it is very important to conduct strategic marketing audits to understand how enterprises respond to the uncertainty of the external environment (Schoemaker, 1995). The report adopts the SOSTAC model as the overall framework to study the market status and strategic goals of Starbucks (Smith,2022). And also uses PESTEL analysis, Porter five-force model and VRIO framework to analyze the external and internal environment of Starbucks in the UK, and summarize the research results through SWOT analysis (Barney, 1991; Porter, 2008). This audit evaluates Starbucks' competitive advantage in the face of changing markets, and also points out the strategic challenges facing Starbucks in the British coffee market.

[bookmark: _Toc224854772]2.External Environment
The external environment of the enterprise is divided into two levels: macro and micro. The macro environment includes economic, policy and social trends, which are the uncontrollable external forces of the enterprise. If the macro environment is effectively analyzed, it can more accurately grasp market opportunities and challenges (Kotler et al, 2014). When analyzing the macro environment, the PESTEL model is one of the most commonly used tools. Through the six dimensions of politics, economic, society, technology, environment and law, overall evaluate the macro environment to help enterprises identify external influencing factors. (Johnson et al,2011)
[bookmark: _Toc224854773]2.1PESTEL Analysis
Political & Legal
The policy and legal environment in the UK have an impact on Starbucks' operating costs and brand positioning, which are reflected in the following three aspects. The first is the tax. Depending on the amount of sugar used, you need to pay a tax of 1.94 to 2.59 pounds per ten litres of drink. This will not only increase the cost of production, but also may affect the formula of the drink, and the formula needs to be reformulated. (HM Revenue & Customs, 2026) Followed by the rise in labour costs. The British national living wage has increased to 12.21 pounds per hour, which will undoubtedly increase Starbucks' labour costs, and the rise in wages will also affect the profit margin of enterprises (Gov.uk,2026). Finally, the supply chain has become more complex. The changes in customs rules after Brexit have made the import of coffee beans and other raw materials more cumbersome, and the cost of dealing with things will also increase (Government of Netherlands, 2021). Political and legal pressures increase the cost of Starbucks. At the same time, it needs to enhance its quality and corporate image in order to stabilize profits and make customers willing to pay for the increased price.
Economic
In early 2026, the British CPI inflation rate was 3.3%, which means that Starbucks will increase spending on food raw materials and water and electricity bills in stores (ONS, 2026) and in recent years, it has been affected by the national supply shortage, and the price of coffee beans, the core raw material, is also rising (Massrie,2025) Starbucks' cost investment is increasing, but consumer demand is decreasing. The interest rate is set at 3.75% in 2026, which increases the loan pressure of residents in disguise, which means that people's disposable income will decrease, and the purchasing power for coffee will also decline (Jordan, 2026). Research shows that consumers will be more rigorous in their choice of products when their economic strength declines. For high-end brands such as Starbucks, cheaper products may be chosen to replace them (Lamey et al., 2007). Therefore, economic power has put Starbucks in a difficult situation. If product prices rise in order to preserve the profit margin, it may cause customer dissatisfaction. However, if the current price is maintained, the continuous rising cost will also increase the pressure and reduce the surplus space. How to maintain a balance between the two is a difficult problem.
Social
Changes in the social environment also affect enterprises. On the one hand, with the increased environmental awareness of British consumers and the pursuit of healthy food, enterprises need to gain a competitive advantage through sustainable and healthy innovation. On the other hand, experiential consumption is still the core demand of coffee shops (Meeprom & Kokkhangplu, 2025). However, it should be noted that brands must be consistent with their words and actions, otherwise it is easy to have a reputation crisis (Brunk, 2010). Take Starbucks as an example, social forces can not only enhance their competitiveness through unique experiences, but also put forward higher requirements for the transparency of their brands.
Technologic
In the current coffee market, digital technology is also a key factor in competition. By 2026, Starbucks' global reward program has more than 35.5 million active members in the United States alone. The application can not only provide personalized services and bring convenience, but also increase customers' loyalty to the brand (Starbucks, 2026 The addition of application purchases and takeaway platforms can make Starbucks cover a wider geographical area and increase sales (Verhoef, Kannan and Inman, 2025). However, at the same time, with the wide application of technology, this ordering method is no longer unique in coffee brands. Digital technology has become a necessity in the industry, and enterprises also need to constantly upgrade technology to stabilize market competition.
Environmental
Environmental protection requirements have influenced the strategic decision-making of enterprises in the current business environment. The British government passed legislation to achieve "net zero emissions" by 2050, which will make regulators and the public expect environmental protection awareness of enterprises (Gov.uk, 2019). Under this pressure, Starbucks promised to halve carbon emissions, water consumption and waste by 2030, accumulating Adjust the business model to meet the needs of environmental protection (Starbucks, 2020). Relevant studies show that companies with strong environmental awareness and effective environmental protection work can often gain the recognition of stakeholders, which is also conducive to the development of the company in the long run (Eccles et al., 2014) Although replacing more environmentally friendly packaging in the short term, such as using degradable plastic cups Green procurement will also increase the operating costs of enterprises. But this is also the only way to maintain the brand value.
[bookmark: _Toc224854774]2.2Porter’s Five Forces Analysis
Porter's five-force model believes that the profitability of an industry is determined by five forces, namely the threat of new entrants, the bargaining power of suppliers, the bargaining power of buyers, the threat of substitutes, and the competition of existing competitors (Porter,1980).
For the British coffee market, the threat of new entrants is moderately low. For entrepreneurs who want to open a small coffee shop, the capital requirements are not high. The number of independent small coffee shops in the UK is still increasing (British Business Bank, 2025), which shows that it is easy for small-scale enterprises to enter the coffee market, but although opening a store It's easy. It's still difficult to challenge a large enterprise like Starbucks. Starbucks' strong economic scale, stores all over the golden region and marketing strategy are all the advantages of Starbucks, it is difficult for small-scale independent coffee shops to achieve the scale of Starbucks in a short period of time (Islami et al., 2019), so Starbucks' position is still stable.
The influence of suppliers is at the upper-middle level. Although Starbucks is a global enterprise, it will also be under great pressure in the face of economic instability. Coffee is a trade commodity, which is easily affected by climate and politics. And the price of dairy products in the UK has also increased significantly in the past few years, directly increasing the production cost of core products such as latte (Smeeten, 2025). And Starbucks is committed to ethical procurement, which shows that they cannot choose substandard suppliers in order to save costs, which limits their flexibility in choosing suppliers. Therefore, the influence of suppliers is becoming more and more obvious in the situation of economic instability.
In the coffee market, consumers' bargaining power is at a high level, which means that buyers have many choices. For consumers, there is almost no additional cost for changing a coffee shop. They can freely choose Starbucks or Costa and independent coffee shops, and they can even make instant coffee at home. With the popularity of takeaway and digital platforms, consumers can also check the sales products and prices of different brands at any time, which also increases the dominant position of consumers (Kim et al., 2024). There are more than 9,500 coffee brands in the UK, and the competition is extremely saturated (Ken Research, 2024), so it will also limit the price adjustment space of Starbucks.
The threat of substitutes is very serious, because this threat comes not only from peer competition but also from cross-industry low-cost options. With the popularity of working from home, high-quality coffee capsule machines and a variety of coffee beans enable people to make good coffee quickly at home (Coffetek, 2023). And convenience stores and fast-food restaurants such as McDonald's have also begun to offer cheaper coffee options for breakfast, and even many functional energy drinks and other caffeinated drinks can replace the needs of coffee in life. The more alternatives there are, the lower the price space that the industry can adjust (Porter, 2008). The increase in the cost of living will also lead to a decrease in disposable income, and the risk of being replaced will increase.
The competition in the British coffee market is extremely fierce, and this state of competition will also pose a threat to Starbucks' market share. The size of the British coffee market has exceeded 6.1 billion. Starbucks not only has to face the challenges of some powerful chain enterprises, but also to cope with the competition of a large number of independent coffee shops (Lumina Intelligence, 2025). Since the market is very mature, enterprises can no longer make profits by opening up new markets. They can only win customers from each other's competitors. In industries with slow growth and high concentration, the aggressiveness of competition will be significantly enhanced. In Porter's five-force model, the competition of existing competitors is the most critical force affecting Starbucks' strategy.
[bookmark: _Toc224854775]3.Internal Environment
The internal environment of the enterprise includes resources, capabilities and the overall business situation, such as the brand value, financial status and market position of the enterprise. These factors determine the competitive potential of an enterprise. In the internal analysis tool, this paper chooses to use the VRIO framework to evaluate the core competitiveness of Starbucks from the four aspects of value, rarity, imitability and organization support.
[bookmark: _Toc224854776]3.1VRIO Analysis
Starbucks' most important and most difficult resource for competitors to replicate in the British market is its global brand value. According to the resource-based theory, enterprises can only form a sustainable competitive advantage if they have valuable, rare, difficult to imitate, and can be effectively utilized by enterprises (Knott, 2015). After a long period of development, Starbucks has established a stable brand image and a good market reputation. The brand advantage formed by this long-term accumulation has obvious path-dependent characteristics, making it difficult for competitors to replicate in a short time. In addition, some research reports indicate that Starbucks is one of the most well-known coffee brands in the UK (Lumina Intelligence, 2025), further demonstrating the importance of its brand resources.
In addition to the brand advantage, Starbucks' digital membership system also provides a certain competitive advantage for enterprises. Through the digital membership system and personalized recommendation function, Starbucks can promote customers' repeated consumption. At the same time, enterprises can also collect consumer behavior data through this system to better optimize marketing strategies (Starbucks, 2026). However, as more and more competitors begin to provide mobile order and digital membership services, the scarcity of this advantage is gradually decreasing. Therefore, if Starbucks cannot continue to carry out digital innovation, this advantage may only be a temporary competitive advantage.
In terms of stores, Starbucks has a large number of stores in high-flow areas in major cities in the UK, which not only improves the customer's consumption experience, but also improves the visibility of the brand (Lumina Intelligence, 2025). Due to the relatively limited leasing resources of high-quality commercial lots, this kind of store layout has formed a competitive advantage to a certain extent. However, with the gradual maturity of the British coffee market and the gradual saturation of high-quality lots, this advantage may be limited to some extent in the future.
In addition, Starbucks' investment in ethical procurement and sustainable development also helps to enhance consumers' trust in the brand and enhance the social image of the enterprise (Starbucks, 2020). However, as more and more coffee brands begin to pay attention to sustainable development, this practice has gradually become a common standard in the industry, so its differentiation advantages are gradually weakening.
In general, VRIO analysis shows that Starbucks' biggest and stable long-term advantage in the coffee market is its own strong brand value. Its digital technology and store location selection have added certain advantages to the enterprise, but they are not stable and long-term competitive advantages.

	Resource/Capability
	Valuable
	Race
	Inimitable
	Organized
	Result

	Global Brand Value
	Yes
	Yes
	Yes
	Yes
	Sustainable Competitive Advantage

	Digital Membership System
	Yes
	No
	No
	Yes
	Competitive Parity

	Prime Store Locations
	Yes
	Yes
	No
	Yes
	Temporary Competitive Advantage

	Ethical Sourcing & Sustainability
	Yes
	No
	No
	Yes
	Competitive Parity
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[bookmark: _Hlk224850930]In addition to core resources, financial status and market position are also key factors to measure the internal competitiveness of enterprises. Stable revenue growth and leading market share are the direct manifestations of the competitive advantage of enterprises. Take Starbucks as an example, its brand awareness and market share in the British coffee market not only consolidates its position in the industry, but also provides solid financial support for the long-term expansion and development of the enterprise
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SWOT analysis combines internal and external environmental conditions to make systematic strategic decisions. By defining the strengths and weaknesses of the organization as internal factors and by defining opportunities and threats as external forces, this method can effectively help enterprises synchronize resources with the market environment (Helms & Nixon, 2010). 
Strengths
Starbucks has a strong global brand awareness. The high-end image makes customers think that it is acceptable to have a higher price than ordinary coffee, and it will also cultivate customer loyalty. Starbucks has stores in prime locations in major cities in the UK, bringing passenger flow. Starbucks' long-term investment in environmental protection and ethical procurement has established a responsible and trustworthy corporate image and increased consumer favorability.
Weaknesses
Under the current pressure in the UK, Starbucks' premium pricing strategy is likely to lead to customer loss. And Starbucks' operating model is accompanied by high fixed costs. Labour, rent, energy and other costs are difficult to reduce in a short time, reducing the profit margin. Environmental procurement will also increase procurement costs and increase the financial burden in a short period of time.
Opportunities
Starbucks can take advantage of the store atmosphere to provide more offline interactive experiences. For example, if you buy coffee three times, you can get small gifts to increase consumers' sense of participation. It can further upgrade technological innovation, analyze consumer data and preferences more accurately, provide customized services, and enrich customer experience. And with the improvement of citizens' health awareness, the market demand for low-fat and low-sugar products will increase, which can innovate products to meet the needs of different consumers.
Threats
The British coffee market has tended to be saturated, and the competitiveness of Starbucks' existing competitors is too strong, limiting the growth space of market share. In addition, consumers have strong bargaining skills. There are too many coffee brands to choose from. Customers can freely choose suitable goods according to the prices seen on the takeaway platform or application. The price of raw coffee beans and dairy products is not stable, which will affect the company's operating costs. There are many alternatives that are constantly disposing Starbucks customers. People may be more willing to use coffee machines to make a cup of coffee quickly at home.
[bookmark: _Toc224854779]5.Conclusion
The British coffee market is already highly saturated, and competition has become a long-standing pressure due to the strong bargaining power of consumers and the threat of substitutes. Due to fluctuations in labour, energy costs and raw material prices, there is a contradiction between Starbucks' pricing strategy and the decline in consumer purchasing power. High-end brands are more likely to be affected by the decline in consumer consumption capacity during economic uncertainty. And with the popularization of digital technology, technology itself is no longer a scarce competitive advantage. These deep structural competitions are the most fundamental restrictions on Starbucks' long-term profitability in the UK.
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