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[bookmark: _Toc184039443]1.1 Introduction to Starbucks
Starbucks is a multinational company that specialises in providing premium coffee and beverages which focus on customer experience and innovation. It was founded back in 1971 by the great man, John Pierce in Seattle and developed its way to manage thousands of stores around the globe (Starbucks, 2024).
[bookmark: _Toc184039444]1.2 Background and Current Situation of the Company
Starbucks has become one of the market leaders in the world within the coffee industry. This particular company is now directing focus towards its digital and sustainability aspects catering to the needs of a consumer and environmental issues also.
[bookmark: _Toc184039445]1.3 Report Structure 
Starbucks' market environment analysis, challenges, opportunities and strategic recommendations for further expansion will be discussed.
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[bookmark: _Toc184039447]2.1 Factors impacting Starbucks in the UK: PESTLE Analysis
PESTLE analysis helps to determine the external environment of a company and specifically political, economic, social, technological, legal and environmental factors. In this scenario, it is a helpful analytical tool to determine the factors which directly impact Starbucks. 
	Political factors 
	Political stability and government policies in different countries, specifically the United Kingdom, directly affect Starbucks. Starbucks, being an international company, has to deal with various political conditions of the countries in which it operates and address changes in local as well as international trade policies. For instance, Starbucks has to deal with certain supply availability such as coffee beans and other raw materials it imports, which would depend on trade agreements and tariffs (Chang, 2020). Political events such as Brexit have created uncertainty in Europe and affected the operations and cost structure of Starbucks. Additionally, government regulations on labour practices, such as minimum wage laws, can impact the company’s employee costs, particularly in the UK, where Starbucks is a major employer. Moreover, the company’s initiatives related to corporate social responsibility (CSR) and sustainability can be influenced by political pressures for more ethical business practices.

	Economic factors 
	At a time when the UK economy is flourishing and disposable income is up, customers are willing to pay for premium products offered by Starbucks. This has been seen in the performance of the company after the COVID-19 pandemic. For fiscal year 2022, Starbucks reported total net revenues of $32.25 billion, up 11% from $29.1 billion in fiscal year 2021 (Zhang and He, 2024). The company benefited from increasing consumer confidence and spending as consumers resumed social activities and more eagerly went for premium products such as speciality coffee drinks and beverages.

	Social factors 
	Consumer trends and lifestyle changes in the UK have a direct impact on Starbucks. Social attitudes toward health, wellness, and sustainability have influenced the company to change its menu items and introduce low-calorie, vegan, and plant-based products to meet the increased demand for healthier products (Tsai et al., 2020). In addition, the demand for ethically sourced products has been increasing, and the company has responded by focusing on fair-trade and ethically sourced coffee beans.

	Technological factors 
	Technological advancements also opened up avenues to improve the experience of the customer and facilitate the operation of Starbucks in the UK. It has utilised digital means such as mobile apps and loyalty programs where customers can order and pay and accumulate rewards for their increased convenience and loyalty. Moreover, the adoption of AI and machine learning by Starbucks in demand forecasting, supply chain optimisation, and marketing will give Starbucks a technological advantage (Zhou, 2024). Through technological developments in brewing and roasting, Starbucks improves the quality and consistency of coffee. The firm invested in automating store operations and digital equipment to reduce labour costs while maximizing efficiency. On the environmental front, technology also allowed Starbucks to minimise waste by providing sustainable packaging and designing energy-efficient store formats.

	Legal factors 
	Starbucks operates in an environment where the UK has a regulation set that is very huge. Therefore, the corporation faces a large number of legal requirements, including labour laws, food safety regulations, health and safety standards, and intellectual property laws (Lee, Jung and Moon, 2022). The company also runs the risk of legal challenges involving employee relations and unionisation issues, especially in the United Kingdom and Canada.

	Environmental factors 
	For Starbucks, environmental sustainability is an essential focus in both its operation practices and public relations. Starbucks is an agricultural products company, with coffee beans as its main product, hence facing challenges associated with climate change, deforestation, and water use. Poor weather conditions, like droughts and floods, will influence the supply of coffee and, therefore, both the availability and cost of the beans (Areiza-Padilla, Cervera-Taulet and Manzi Puertas, 2020). Starbucks has ensured that it would decrease its impact on the environment through numerous initiatives. Among them is reaching carbon-neutral operations and less waste. Starbucks has become successful in utilizing recyclable or compostable packaging. The company also minimizes single-use plastic. Through programs such as Coffee and Farmer Equity, known as C.A.F.E. Starbucks focuses on ethically sourcing coffee beans from farmers.


Table 1: PESTLE Analysis of Starbucks
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Figure 1: Environmental Scanning Theory
Source: (Albadry, 2021)
The PESTLE framework of Starbucks is based on the environmental scanning theory. It puts on the spotlight the influence of external factors affecting the performance of Starbucks. This theory calls for Starbucks to continually scan their environment for opportunities and threats that might be developed by political, economic, social, technological, legal, and environmental factors (Ayesh, Abu-Ghazaleh and Al-Zyoud, 2021). This is an immensely widely used model of strategic management and business planning that provides an overarching view of all types of external forces, shaping companies' strategies. This theory basically underlines strategic fit-internal fit that reflects matching Starbucks' internal capabilities to the environment that a business needs to adapt its organization strategy to fit the strategic vision. Using PESTLE makes Starbucks understand whether the company's resources and activities line up well with the opportunities or challenges of the outside world. This alignment keeps Starbucks aware of the changes in market situations. Besides, PESTLE is linked with the environmental scanning theory which suggests that Starbucks must adapt according to the environment they are surrounded by (Moon et al., 2023). Applying PESTLE, Starbucks can upgrade its knowledge about the market dynamics and change its business policies to make proper decisions regarding performance and sustainability in this dynamic global scenario.
[bookmark: _Toc184039449]3. Conclusion
This assignment is helpful in knowing why it is necessary to know the external factors affecting Starbucks using a PESTLE analysis. Political, economic, social, technological, legal, and environmental factors would be assessed in order to give Starbucks an insight into the opportunities and threats in the marketplace. The theoretical foundation of PESTLE emphasizes strategic alignment with the external environment. Some of the recommendations for Starbucks are to enhance sustainability practices by innovation and further leveraging the transformation digitally to improve customer experience. These strategies align with evolving market trends and can help Starbucks maintain its competitive advantage, strengthen its brand, and ensure long-term growth.
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Figure 2: Sustainability Practices Through Innovation
Source: (Jawahir, Badurdeen and Rouch, 2023)
Given the increasing need for sustainable practices and increasing demand in consumer markets, Starbucks is well placed to strengthen sustainability efforts as an increasing environmental requirement. For example, it should focus on the practice of innovation towards environmental needs (Akcam, 2023). Some of these can involve more use of renewable resources for energy generation, maximize the recycling of materials within stores, and reduce water usage and energy use within retail locations. Starbucks could invest more in sustainable packaging and entirely use recyclable or compostable cups and lids, eliminating the problems of plastic waste, a common problem for environment-sensitive consumers. In addition, Starbucks may team up with other technological companies to innovate its environmentally friendly products and solutions. For instance, using plant-based material in packaging or initiating a traceability program for coffee beans with blockchain technology would relate to consumers' increasing concerns about transparency and ethical sourcing (Xu, 2020). Positioning itself as the leader in sustainability, Starbucks could increase its brand value, develop customer loyalty, and attract an emerging base of green-conscious consumers. 
[bookmark: _Toc184039452]4.2 Recommendation 2: Leverage Digital Innovation to Enhance Customer Experience
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Figure 3: Digital Innovation
Source: (Chan et al., 2019)
With rapid technological advancements and the importance of digital platforms on the rise, Starbucks needs to invest more in its digital transformation to enhance customer experience and increase brand engagement. The company has already made some steps forward in this area with its mobile app and loyalty program, but there is room for expansion in these initiatives. Starbucks could leverage highly advanced technologies like Artificial Intelligence (AI) and machine learning to make more personalised engagements with the customers and develop recommendations according to the customers' preferences and purchases (Artuğer, Sayın and Kilinç Şahi̇n, 2024). Thirdly, collaboration with the most prestigious tech companies might also help achieve a better and more streamlined delivery and ordering system across Starbucks stores and websites, resulting in the establishment of an omnichannel experience. Its features include contactless payment methods, voice-activated orders, and AI-driven chatbots, improving customer convenience, streamlining service, and responding to the growing demands of consumers for efficiency and ease of use. Another avenue that Starbucks can pursue is entering emerging markets where digital-first consumers are more likely to interact with digital offerings as part of this digital innovation strategy (Li, 2022). Localised digital marketing and promotional programs will help Starbucks connect better with new customers, thereby increasing market share and retaining these customers at the same time.
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