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2. [bookmark: _Toc496043657]eXECUTIVE sUMMARY

The report I have prepared and written below is 2000 words on why Costa should be prepared for the introduction of AI in to the workplace and what it can do to not fall behind the curve of what is being done by their competitors. The purpose of this report is to give suggestions to the CEO and other managers at Costa on what AI driven technologies they can implement to improve the business in four key areas; Recruitment, Learning and Development, Employee Engagement and Performance Management. By implementing these ideas, Costa can improve business performance, be more efficient in terms of business output against expenditure and reduce employee turnover due to happier employees. 
The reason for choosing Costa is that they are a market leader in a highly competitive food and drink market, meaning it is highly important that the leaders of the company are aware on how AI can give both positive and negatives to the business, allowing them to implement any technology they think necessary to improve the business and remain at the top of the market.
During the report below, I find how Costa and its competitors such as Starbucks and Caffé Nero are already implementing AI in all the 4 key areas of a business. I then used my academic knowledge alongside internet research to come up with any new strategies that I feel would benefit Costa in the long run if they were to implement it. I also looked at what the negatives would be of introducing these strategies in terms of how customers would react, how staff would react and whether these methods are ethically accepted by the public.
I conclude the report by presenting and summarising my findings, giving both the positives and negatives of implementing such a strategy and giving a recommendation on how I would set it up had I been in charge.

 EXECUTIVE SUMMARY


CHAPTER 1 – ABSTRACT



1

4

3. [bookmark: _Toc496043658]Introduction
In this report, the main aim is to assess how the modern workplace is developing and how companies can implement AI technology to their businesses, and how by doing so they can gain a competitive advantage against competitors within their market. It is important in all markets that a company stays on top of whatever is necessary to make their business the most competitive, and ensure they are market leaders in their field. The company I am giving suggestions to is Costa Coffee. Costa are in a very competitive market, that is growing in terms of its customers as more people are following the coffee drinking trend. With big competition such as Starbucks, Caffé Nero, Greggs and other fast food places that are in indirect competition with Costa (e.g. McDonalds who also have a popular hot drink range), it is extremely important that they now do what is necessary to not fall behind their rivals due to not adapting. 

3.1 Brief background on the organisation
[bookmark: _Hlk532474734]As stated above, the company I am focusing on is Costa Coffee which operate in the hot drink market in the United Kingdom, a very competitive market in which arguably Costa Coffee is currently (one of) the market leaders. In a study done on Statista, a graph shows that [footnoteRef:1]Costa has over double the amount of UK outlets in comparison to their nearest rivals Starbucks. Costa Coffee has 2121 outlets in comparison to Starbucks’ 898 in the UK. After these companies, the nearest to them is Caffé Nero with 650 UK outlets. Although Starbucks are behind in terms of UK outlets, they are still equally successful due to them being a clear market leader in the hot drink market within the US and other countries. [1:  Costa has over double the amount of UK outlets in comparison to their nearest rivals Starbucks. Costa Coffee has 2121 outlets in comparison to Starbucks 898 in the UK. - Statista. Available from: https://www.statista.com/statistics/297863/leading-coffee-shop-chains-in-the-united-kingdom-uk-store-number/  (Accessed on 10th December 2018).
] 


3.2 Purpose of this report and investigation
I have been tasked from the CEO of Costa to ascertain what the potential benefits and risks are of implementing a range of AI technology to better help with managing people involved with the company. In this report I will look to give recommendations and look at all areas within the business such as Recruitment, Learning and Development, Employee Engagement and Performance Management. These are key areas a business such as Costa must focus on to remain a market leader and ensure they are remaining as efficient as possible, whilst also keeping up with the constantly changing environment in which they operate. Although AI seems like the future, AI is all around us, and is not just a Sci-Fi idea. AI controls many areas of our everyday life, through things such as our mobile phones, cars, laptops and more. With AI being so prominent, it is a matter of time before all companies have it as a necessity within their business.  [footnoteRef:2]“Artificial intelligence can be used to solve problems across the board. AI can help businesses increase sales, detect fraud, improve customer experience, automate work processes and provide predictive analysis”. – Forbes. Many organisations are now coming around to the idea of AI and so now it essential that Costa do the same. [2:  “Artificial intelligence can be used to solve problems across the board. AI can help businesses increase sales, detect fraud, improve customer experience, automate work processes and provide predictive analysis”. – Forbes. Available from: https://www.forbes.com/sites/forbestechcouncil/2018/07/12/preparing-your-business-for-the-artificial-intelligence-revolution/#339e1f97ac83 (Accessed on 10th December 2018).] 


3.3 How AI is impacting People management- Recruitment 
[bookmark: _Hlk532480273]As afore mentioned, AI can be used to improve all areas of a business no matter what market they operate in. Despite more recent influencers working on AI and how it affects us such as Elon Musk, the term ‘Artificial Intelligence’ was first coined as far back as 1956 by John McCarthy, [footnoteRef:3]McCarthy did a study with many researchers and came up with the idea of calling them ‘thinking machines’ as they would do the thinking for the humans. – McCarthy (1956). A more modern and simple definition of AI is [footnoteRef:4]“the theory and development of computer systems able to perform tasks normally requiring human intelligence, such as visual perception, speech recognition, decision-making, and translation between languages”. – Google Dictionary. The first area that Costa must look to implement AI into is the recruitment within their business. As mentioned in part 2.1. Costa has by a long way the most outlets within the UK, meaning that with this there is a huge need for Costa to employ a lot of staff. To be as efficient as possible, it is necessary that Costa look to employ the best staff that are most suited to the job needed, at all layers of the company, from Baristas all the way up to Area managers etc. AI can be used to help with this. Many things are done manually when recruiting that could be done more efficiently using AI. Things such as automating high volume tasks can be done within businesses by adopting AI. A study done by Ideal found that [footnoteRef:5]“manually screening resumes or CVs is the most time-consuming part of a recruitment process, and that 75% to 88% of CVs received are not even qualified to begin with”. – Ideal. The study by Ideal also found that screening these CVs and shortlisting for interviewing take up to 23 hours of time for Recruiters. However, there is new technology that is being implemented by many businesses in which AI will be responsible for automatically assessing the CVs submitted by potential workers and creating a streamlined list of people who are perfect for the role. It is worth considering this as a potential option for implementation by Costa, as it can help to improve the efficiency and decrease the costs within the business for recruitment. Ideal also found that [footnoteRef:6]recruiting in this way can reduce turnover within businesses by up to 35%. – Ideal. This is because the new employees are more suited to the job. Finally, by recruiting in this way, they can gain a competitive advantage over competitors as they will not lose out on the best candidates by acting too slow in hiring because they are forced to assess the CVs of candidates which are not suitable for the job. Currently, Costa recruits solely from job sites and uses their own website as a tool to recruit, but do not use anything else AI based to aid with recruitment. [3:  McCarthy did a study with many researchers and came up with the idea of calling them ‘thinking machines’ as they would do the thinking for the humans. – McCarthy (1956). Available from: https://www.forbes.com/sites/bernardmarr/2018/02/14/the-key-definitions-of-artificial-intelligence-ai-that-explain-its-importance/#7d76fee84f5d (Accessed on 10th December 2018).]  [4:  “the theory and development of computer systems able to perform tasks normally requiring human intelligence, such as visual perception, speech recognition, decision-making, and translation between languages”. – Google Dictionary. Available from: https://www.google.co.uk/search?q=artificial+intelligence+definition&rlz=1C1CHBF_en-GBGB824GB824&oq=ar&aqs=chrome.0.69i59j69i60l2j69i57j69i60j0.1891j1j7&sourceid=chrome&ie=UTF-8 (Accessed on 10th December 2018).]  [5:  “manually screening resumes or CVs is the most time-consuming part of a recruitment process, and that 75% to 88% of CVs received are not even qualified to begin with”. – Ideal. Available from: https://ideal.com/ai-recruiting/ (Accessed on 10th December 2018).]  [6:  recruiting in this way can reduce turnover within businesses by up to 35%. – Ideal. Available from: https://ideal.com/ai-recruiting/ (Accessed on 10th December 2018).
] 


3.4 how ai is impacting people management- learning and development

Another area in which Costa can improve its performance using AI is in Learning and Development to gain a competitive advantage. Competitive Advantage is [footnoteRef:7]”an advantage over competitors gained by offering consumers greater value, either by means of lower prices or by providing greater benefits and service that justifies higher prices”. – Tutor2U. Once Costa has recruited its staff, it is essential that for the maximum efficiency to be reached, all staff are up to date in terms of training and developing skills to provide the best possible service to customers. This will increase customer retention, improve sales and more, so this is essential for businesses. By having a well-trained workforce, it will help improve the skillset and will create a skill-gap between Costa and its rivals. One article state [footnoteRef:8]“AI will provide insights based on the enormous amount of data it has collected and analyzed, which will facilitate the creation of customized learning programs--faster than before”. – Inc.Com. From what is said above and throughout the article AI will soon have a crucial role to play in the L&D of a business and its staff. One key thing that AI introduces is the removal of bias in learning. With an AI teaching of the skills, through computer programs etc, it eliminates the potential bias of some staff receiving better training than others, meaning all staff will be given an equal opportunity to better themselves. [footnoteRef:9]“AI can be taught to provide the best interpretation of the data sets, the right course for an individual or the perfect candidate for an open position”. – Inc.Com. Currently, it seems that little is being done in the hot drinks market in terms of learning and development, apart from the use of AI chatbots that can be used by staff and customers to answer and queries they may have. It is however clear that Costa should look to implement more soon to avoid falling behind the curve. [7:  “an advantage over competitors gained by offering consumers greater value, either by means of lower prices or by providing greater benefits and service that justifies higher prices”. – Tutor2U. Available from: https://www.tutor2u.net/business/reference/competitive-advantage (Accessed on 10th December 2018).]  [8:  “AI will provide insights based on the enormous amount of data it has collected and analyzed, which will facilitate the creation of customized learning programs--faster than before”. – Inc.Com. Available from: https://www.inc.com/melissa-lamson/the-role-of-ai-in-learning-development.html   (Accessed on 11th December 2018).]  [9:  “AI can be taught to provide the best interpretation of the data sets, the right course for an individual or the perfect candidate for an open position”. – Inc.Com. Available from: https://www.inc.com/melissa-lamson/the-role-of-ai-in-learning-development.html (Accessed on 11th December 2018).] 


3.5 HOW AI IS IMPACTING PEOPLE MANAGEMENT- EMPLOYEE ENGAGEMENT

[bookmark: _Hlk532555148]It is important to keep your employees happy in their job, and this can be done by using different forms of employee engagement. AI also has a crucial role to play in an environment where everyone is constantly using mobile phones, laptops etc. Having a happy workforce can improve performance, lower costs for staff and save money in terms of employee turnover as staff of Costa would be less likely to leave if they are happy in their job. Costa is already using some forms of AI in employee engagement. Costa currently have an app that is used by members of staff in each of their stores. It is used for staff members to easily access rotas online. The app is called Dayforce and is used by many companies all over the country. [footnoteRef:10]“Dayforce puts you in the driver's seat with an engaging, intuitive mobile experience to manage your work tasks with ease”. The app also has a chat feature in which staff and managers can communicate to clarify any issues staff may have regarding shift times, locations and others. The app can also show any targets and goals set for the business over the coming weeks and months. However, many other companies use this app or similar, meaning it is very much integrated in to the work environment already, and so Costa must look to get above the curve and try to implement AI in a further way. AI can also be used to receive employee feedback and can relieve human workers of having to spend time completing annual reports on each individual staff member. [footnoteRef:11]“Responsive feedback platform allows organizations to collect feedback from employees throughout the year, rendering annual evaluations obsolete”. - HR Daily Advisor. Operating in this way has both positives and drawbacks. Firstly, Costa will have a boost in terms of efficiency and profitability, as AI will be able to process these more frequent reports at a faster rate and for cheaper than what it would cost to pay the wages of a staff member preparing each report. Another good thing is that staff will receive feedback on a more regular basis instead of the traditional annual report that most companies currently give. This in turn means that any workers who are not up to speed in terms of training and performance can be dealt with accordingly at a quicker rate than just yearly. However, the draw ack would be that staff may be against having to be constantly criticised and monitored on their performance and could potentially lower employee engagement. They also may find the experience impersonal as they would prefer to be talking to a real manager and not a computer.  [10:  “Dayforce puts you in the driver's seat with an engaging, intuitive mobile experience to manage your work tasks with ease”. – Dayforce. Available from: https://www.google.com/search?rlz=1C1CHBF_en-GBGB824GB824&ei=_qITXKvYKrOp1fAPwoGWmAE&q=what+is+dayforce+app&oq=what+is+dayforce+app&gs_l=psy-ab.3..0.2160.6535..7062...1.0..0.89.814.11......0....1..gws-wiz.......0i71j0i67j0i7i30j0i13j0i8i13i30.ueXOwBzXFzY  (Accessed on 11th December).]  [11:  “Responsive feedback platform allows organizations to collect feedback from employees throughout the year, rendering annual evaluations obsolete”. – HR Daily Advisor. Available from:  https://hrdailyadvisor.blr.com/2018/07/27/can-ai-help-drive-employee-engagement/ (Accessed on 11th December 2018). ] 



3.6 [bookmark: _Toc496043664]how ai is impacting people management- performance management 
                The final area that can be affected by AI is Performance Management. [footnoteRef:12]“Performance               management is the activity and set of processes that aim to maintain and improve employee performance in line with an organisation's objectives” – CIPD. Arguably the most important area in a business, the performance management within a corporation is highly responsible for the profit of the business. If the business is not performing, customers may not return, profits will suffer, and on a more drastic scale, long term poor performance could lead to not being able to pay staff e.g. redundancies. AI can however be used to keep a closer eye on performance. Firstly, Costa has created an app alongside most other businesses within the top of the industry, this can be used for customers to give reviews and feedback on their experiences, order in advance, and find their nearest store to them. Other ways in which AI can be introduced to the workplace is shown in an article by performetric.net. They say that AI could soon be used to prevent mental health issues, improving the performance of staff.  “has the ability to identify and alert users (in real-time) at the onset of fatigue and burnout, providing recommendations that can prevent mental fatigue, fatigue or mental health problems”. -[footnoteRef:13] performetric.net. By implementing this, managers will have a clear indication of when they are having a problem in terms of over working staff, this is a good thing for Costa as it could allow them to either reduce hours for staff members in order to increase employee engagement and happiness, and also allow them to recruit more staff should they be needed to reduce burnout of staff. [12:  “Performance management is the activity and set of processes that aim to maintain and improve employee performance in line with an organisation's objectives”- CIPD. Available from: https://www.cipd.co.uk/knowledge/fundamentals/people/performance/factsheet  (Accessed on 11th December 2018).
]  [13:  “has the ability to identify and alert users (in real-time) at the onset of fatigue and burnout, providing recommendations that can prevent mental fatigue, fatigue or mental health problems”. - performetric.net. Available from: https://performetric.net/blog/artificial-intelligence-in-performance-management/  (Accessed on 11th December 2018).] 


3.7 Conclusion
To conclude, I would recommend that Costa’s CEO and head staff take a closer look at many of these options available regarding AI. The main one in my opinion would be to implement a system that removes the needs for annual reports on staff and instead use AI to give regular feedback to staff. However, HR would be needed to implement the system and explain to staff members what is going on to engage the workers and ensure they are not put off by the lack off human interaction. Doing so will create a more efficient workforce for Costa due to regular feedback and will also cut costs that are normally used for staff preparing the reports. This will also increase efficiency. 
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