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Executive Summary 
Costa ranks second in coffee chain all over the world and is the largest coffee chain in the UK. In December 2006, it was introduced into China, gradually accepted by the public, and it is currently the overseas country with the most Costa stores. This report will focus on the development of Costa in China, analyse the environment that Costa faces in the Chinese market and the marketing strategies it adopts.
To be more specific, the project objectives are listed as follows:
· To understand the basic situation of Costa's development in China
· PEST model is used to analyse Costa's development environment in China, and SWOT model is used to critically analyse Costa's marketing strategy, and analyse its advantages, disadvantages and threats.
· Based on the critical analysis of Costa's marketing strategy in the Chinese market, suggestions for improvement are proposed.
This report uses PEST model to analyse the macro environment of COSTA coffee in China, with a clear and comprehensive market background. Secondly, the SWOT model was used to comprehensively understand the strengths, weaknesses, opportunities and threats of COSTA coffee in the Chinese market. By analysing these key factors, the report makes the following recommendations:
· Develop differentiated products
· Adopt diversified pricing methods
· Attach importance to Internet sales channels
· Focus on customer experience
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[bookmark: _Toc39859582]1.0 Introduction
With the development of economy and technology, the countries in the world are more and more closely connected with each other. How to expand effectively on a global scale and the basis of success in foreign markets has become the focus of research. Costa is the British coffee chain owned by Coca-Cola. Costa ranks second in coffee chain all over the world and is the largest coffee chain in the UK.  (BBC NEWS, 2018). In December 2006, it was introduced into China, gradually accepted by the public, and it is currently the overseas country with the most Costa stores  (Mary, 2018). Due to the scale and speed of its business development in China and the rapid improvement of its brand awareness, it has attracted the interest and attention of famous entrepreneurs and marketing professors at home and abroad. This report will focus on the development of Costa in China, analyse the environment that Costa faces in the Chinese market and the marketing strategies it adopts, analyse with PEST model and SWOT model, and put forward constructive Suggestions with theoretical basis to promote the expansion of Costa in the Chinese market and obtain more profits. The role of the consulting firm is to solve the client's difficulties, improve the performance and create value for the client by providing correct and constructive Suggestions and feasible solutions (MCA, 2016).
[bookmark: _Toc39859583]2.0 Project Justification
[bookmark: _Toc39859584]2.1 Aims and Objectives
As a coffee brand, Costa's desire to sell in a competitive Chinese market is a drag. The purpose of this consulting project is to study its marketing strategy, propose improvement measures, and strive to expand the market share of COSTA coffee so that it can be more advantageous in the fierce market environment. In order to achieve this, having a better understanding of the environment of Costa in the Chinese market plays an important role, critically analyse its current marketing strategy, find out the threats Costa's marketing strategy is facing, and develop methods to improve its marketing strategy. To be more specific, the project objectives are listed as follows:
· To understand the basic situation of Costa's development in China
· PEST model is used to analyse Costa's development environment in China, and SWOT model is used to critically analyse Costa's marketing strategy, and analyse its advantages, disadvantages and threats.
· Based on the critical analysis of Costa's marketing strategy in the Chinese market, suggestions for improvement are proposed.
[bookmark: _Toc39859585]2.2 Research Methodology
Second research is to collect, sort and synthesize the previous conclusions, existing data and then used by others in order to support their purpose (McQuarrie, 2005). Primary research is generating new data based on the facts investigated，secondary research mainly explains and analyses the existing data and information (Czinkota & Ronkainen, 2017). The project requires analysis of news, journals, books and second-hand information already available on the Internet, the key sources used include: Company Websites, Company annual reports, BBC NEWS, Database search (ABI/INFORM Collection, Business source complete, MarketLine), Which ensure the best possible level of quality and accuracy of data.
The advantages of second research are simple collection process, low cost and less time. The disadvantages are that most of the previous data, using outdated information to infer current market conditions, lack of timeliness; and sometimes the reliability of second-hand information cannot be determined.
[bookmark: _Toc39859586]3.0 Findings and critical Analysis
Through a large number of secondary research methods to obtain relevant data and information, further analysis to find problems and make recommendations. Firstly, the PEST model is used to analyse the macro environment COSTA coffee is in in China, and a clear and comprehensive market background is conducive to better providing strategic advice for the company's development. Secondly, the SWOT model is used to comprehensively understand the current situation of COSTA coffee in the Chinese market, which is beneficial for COSTA coffee to define the precise marketing target, give play to its advantages, avoid adverse factors and carry out efficient marketing activities.
[bookmark: _Toc39859587]3.1 Environmental Analysis
Understanding the macro environment in which COSTA operates in China is crucial to the research. In this section, I will highlight only a few key factors, which are listed in the appendix.
3.1.1 The Chinese coffee market has good prospects
The global economy is closely linked. Despite the adverse impact of the financial crisis on China's economic development, China has made a significant contribution to the recovery of the world economy (Matthews, 2015). With the growth of China's economy and the increasing purchasing power of Chinese residents, coffee is being accepted by more and more consumers. With the improvement of education level and the increase of per capita income, coffee has become a way for people to pursue a modern and fashionable life. At present, the coffee market in China is entering a stage of rapid development and is far from saturated, with the number of coffee establishments growing at about 25% a year, which means the coffee industry in China has great potential. From 2014 to 2020, the consumption of coffee in China grew steadily. More and more people have formed the habit of drinking coffee, especially among young millennials. Among them, women account for more than 60%. Coffee demand is strong in second-tier cities, accounting for nearly half of the population. Based on the annual growth rate of 15%, it is estimated that the coffee consumption market in China will reach 217 billion yuan in 2025 (China, 2020)
                     [image: ]
     Figure 1. Market size and forecast of China's coffee industry from 2015 to 2025 
                  (unit: RMB 100 million)
                  Source: National Bureau of Statistics of China
This set of factors is a good chance for COSTA coffee to open up the Chinese market.
3.1.2 Stores have high operating costs
At present, one of the biggest obstacles to the development and profit of the chain restaurant industry is the continuous increase of the store rent. The stores selected by COSTA coffee in China are all in prime locations, such as shopping malls, CBD, railway stations and airport waiting areas. There were more than 100 stores in China in 2009, including one in Beijing airport's terminal 3, which was also a coffee chain before. Due to its high monthly rent of 600,000 yuan (4 to 5 times of ordinary stores), and make the monthly expenses cannot support relatively low sales, finally choose closed, so rent is a big spending cannot be ignored. With the development of the economy, the cost of employment in China keeps rising. In addition, different from other catering enterprises, the comprehensive quality of employees in coffee chain is required to be higher. It is not only necessary to have basic professional knowledge about coffee, but also to understand and identify with the corporate culture. What's more, they need professional operation skills to make coffee products with relatively complex processes. Meanwhile, online consumption has become increasingly popular in China in recent years. The increase in physical operating costs and the rise of new consumption channels have forced COSTA to consider changes to its sales channels.
[bookmark: _Toc39859588]3.2 Discussions and recommendations
[bookmark: _Hlk39849423]Having a clear marketing strategy which includes target customers, brand positioning and so on, is a crucial condition for carrying out marketing activities, guided by the strategy, marketing activities will be more efficient (Baines,P, et al., 2013). Like McDonald's and starbucks, COSTA coffee has also chosen the brand strategy and localization strategy. The core of brand strategy lies in the maintenance and communication of the brand. It adopts the way accepted by consumers to make them trust and thus generate loyalty. Customers who see the store anywhere in the world can tell which company it is, which is great for keeping customers loyal. In addition, the localization strategy solves the problem that enterprises adopt flexible management means and methods according to local conditions, so that enterprises can develop well in different markets with different characteristics (Mullins, J. et al., 2012).
（1）Price
COSTA coffee's target consumer groups in China are mainly located in coastal areas and provincial capitals. They have high income, which means more disposable income, high education, which means to enjoy life and improve the quality of life. This positioning also results in the average price of its products being around 30 yuan, which is not a small expense for ordinary consumers. The price that is not accepted by the public means the product that is not accepted by the public. At present, coffee is a relatively luxurious consumption in the Chinese market, which has not been popularized by most consumers. Most consumers are very sensitive to the price of goods and can only taste or enjoy the high-quality life occasionally, so the high price is the resistance to purchase.
COSTA coffee must take multi-dimensional consideration when formulating product prices. In addition to considering consumers, it also needs to consider competitors and the market. Price is the most directly felt marketing factor for consumers and deeply affects consumers' purchasing desire. However, the consumption level and operating cost of each region are different. Considering comprehensively, diversified pricing schemes in line with the local consumption level should be adopted, and slightly lower pricing should be implemented for regions with weaker consumption level, or student discount activities should be launched for a special consumer group, such as young students. The purpose of this pricing method is not to obtain large profits, but to let more consumers know the brand through this strategy, which is conducive to occupy more market in the future. The most important thing is to gain the recognition and satisfaction of new consumer groups and expand the consumer group of COSTA coffee.
（2）place
In terms of site selection, COSTA coffee caters to market segmentation and chooses places with large flow of people, such as comprehensive supermarkets, shopping centres, boutique department stores, famous scenic spots, commercial streets, business centres and hypermarkets with strategic partners. As a result, consumers will see COSTA coffee wherever there is starbucks. For those who do not know about the new brand, customers will get to know the brand first and have frequent contact with the brand, so as to rapidly improve brand awareness.
The traditional offline channel model costs too much and is easily restricted by location, consumer habits and price. During the corona virus outbreak, people were not allowed to go out, and the flow of people in the store decreased, which seriously affected the turnover of the store. Therefore, a single sales channel cannot be relied upon. With the development of modern science and technology, computers and smart phones begin to enter thousands of households. The dream of using the Internet as a channel to sell products has been realized, which has broken through the constraints of traditional channels and greatly reduced the cost of enterprise operation. COSTA coffee should attach importance to the cooperation with mainstream takeout platforms and build its own online sales channels, including sales on takeout platforms (such as Meituan, Eleme, etc.) and mobile APP. Through online sales channels, COSTA coffee can quickly realize brand promotion and expand sales scope.
（3）product
COSTA is a brand that pays attention to coffee itself. In the selection of product combination mode, most of the products are mainly "coffee + western snacks", in addition, COSTA coffee cup and other related products. However, from the perspective of localization strategy, the traditional Chinese eating habits should be taken into account. Tea beverage is a traditional Chinese beverage. Most Chinese people, especially the middle-aged and the elderly, have the habit of drinking tea every day. Tea beverage brands and market sales cannot be ignored, which is also the most competitive alternative of COSTA. While coffee shops will provide customers with a good environment and a wide range of products and services, there are many alternatives or places for customers to choose from for relatively simple needs, such as tea houses, dessert shops and fast food restaurants, which in some cases can replace COSTA coffee. But for coffee products, there are more products that can be replaced, such as milk tea, juice and various teas and beverages, which are more convenient and can be bought in convenience stores and supermarkets. Thus, for COSTA coffee, the key competitors are not only other coffee brands in the same industry, but also non-negligible substitutes such as tea drinks.
In order to cater to the localization strategy, COSTA coffee can add some food and drinks that cater to local tastes. For example, in addition to coffee and western cakes, some Chinese cakes are sold, or light food. Starting in 2017, low fat, low calorie, low sugar, and light diet casual dining has come into the picture. The combination of "low-fat meal and coffee" is popular among young people who are more likely to choose low-calorie foods in order to stay in shape. COSTA should cater to market demand by combining casual dining with coffee to provide customers with the types and combinations of foods they like.
（4）experience
In today's society, products with high homogeneity cannot gain a high share in the competitive market. When consumers consume in coffee shops, a simple cup of coffee and dessert can no longer fully meet their needs. They have higher requirements on the quality of coffee, the origin of coffee, the roasting method, the production level of baristas and the diversification of coffee shop environment. In Europe, coffee is a part of daily life. People buy and drink coffee at a rapid pace, usually taking only 5-10 minutes. Coffee shops are more like fast-food restaurants. In China, most consumers go to COSTA coffee to relax or work rather than drink coffee. Coffee chains simply provide a convenient place to shop, and the number of people attracted by the product to shop is in the minority. Therefore, Chinese consumers prefer spacious environment, comfortable seats, emotional atmosphere, beautiful music, and more quiet private space for business people.
Not only does the environment affect the experience, but the services of the staff also affect the experience of the consumers. COSTA should attach importance to the training and management of all staff, and adopt standardization in the production process of all products, so as to limit the waiting time for customers within a certain time range, so as to improve the store service experience and customer reception capacity. Such experiential marketing is a marketing strategy that opens up customers' potential consciousness and resonates with enterprises (Carpenter,M. et al., 2012.). Release information on sight and smell, so that customers have a sense of curiosity about the brand in their mind; In the process of customer consumption, let the customer feel a sense of emotional resonance, such a good impression will be converted into preference and stronger loyalty (Hultén, 2015).
[bookmark: _Toc39859589]4.0 Conclusions
This report mainly discusses COSTA's marketing strategy in the Chinese market. Based on the method of secondary research, the macro environment that COSTA company is currently in in China is analyzed by PEST model. With the development of the economy, the consumer demand is constantly increasing, and the operating cost of the stores is also increasing. The operation SWOT analyzes the strengths, weaknesses, opportunities and threats of COSTA coffee in the Chinese market, and focuses on the current challenges and threats, providing a theoretical basis for improving COSTA's marketing strategy. In order to promote COSTA's expansion in China, the following Suggestions are put forward.
· Develop differentiated products
Only with unique product personality can COSTA's products be deeply rooted in people's hearts and resonate with consumers. For example, according to the tea drinking habits of Chinese people, a series of Chinese tea drinks will be added；According to the cultural differences in Beijing, Guangzhou and Shanghai, we can sell cakes and desserts with more emphasis on local regions in the product mix, or mix a cup of "personalized" coffee drinks according to the special needs of customers. Therefore, COSTA coffee should develop differentiated product marketing strategies according to the coffee market segmentation. 
· Adopt diversified pricing methods
Price is the most sensitive factor in 4P marketing strategy. COSTA coffee should adopt diversified pricing schemes and adjust accordingly according to the consumption capacity of people in the region. Slightly lower prices for economically underdeveloped remote areas, or student discounts for certain consumer groups, such as young students. Although the profit of such pricing method is reduced on a single product, it can occupy more markets through the policy of small profit and large sales. The most important thing is to gain the recognition and satisfaction of new consumer groups and expand the consumer group of deo coffee.
· Attach importance to Internet sales channels
With the development of modern science and technology, computers and smart phones began to enter thousands of households, and the dream of using the Internet as a place to sell products has been realized. The Internet perfectly solves the time and space difficulties of communicating with customers, breaks through the constraints of traditional channels, and greatly reduces the cost of enterprise operation. COSTA can combine the Internet to break through the traditional store form and divide the store types into three categories:
(1) Relax: implement the mode of "rich scene + in-class food + delivery" to meet the offline social needs of users
(2) Pickup: implement the mode of "simple scene + Pickup + delivery" to better serve the business crowd through rapid Pickup
(3) Kitchen: only for delivery, not for self-pick-up, to meet customers' delivery needs
Through the cooperation with mainstream catering platforms and e-commerce platforms, COSTA coffee enables customers to enjoy deo coffee products without leaving home, and rapidly promotes the brand to all parts of the country through the Internet platform. At the same time, deo coffee should also actively build its own network marketing channels, including Internet platform sales, mobile App sales, WeChat public account release, Internet advertising, social network news, new media marketing, etc., with the help of network sales channels to quickly achieve brand promotion, expand the sales scope.
· Focus on customer experience
COSTA coffee should develop and institutionalize the service process under various circumstances, increase the interaction between employees and customers, improve the service quality, and conduct total quality management featuring all employees, the whole process and all aspects. In the service process, the communication between employees and customers is crucial. To create a quiet and good dining environment for customers, coffee is only a carrier, service and experience are the real meaning.
[bookmark: _Toc39859590]5.0 References
Baines,P, Fill,C & Page,K, 2013. Essentials of Marketing. the United Kingdom: Oxford University Press.
BBC NEWS, 2018. Coca-Cola to buy Costa coffee for £3.9bn. 
Available at: http://www.bbc.co.uk/news/business-45365893
China, 2020. National Bureau of Statistics of China. 
Available at: https://bg.qianzhan.com/trends/detail/506/191203-5b251e45.html
Carpenter, M., Sanders, W., (2009) Strategic Management, A Dynamic  Perspective, 2nd Edition, Pearson Education
Czinkota, M. R. & Ronkainen, I. A., 2017. International Marketing. sl:Thomson South Western Learning, Inc.
Hultén, B., 2015. Relational Marketing Strategy in Corporate Chains-BCR’S’Customer Specific Marketing’. In Creating and Delivering Value in Marketing (pp. 6-11). Springer International Publishing.
Mary, H., 2018. Coca-Cola just bought a massive coffee chain for $5.1 billion. Here's how it compares to Starbucks.. 
Available at: https://www.businessinsider.com/starbucks-vs-costa-coffee-comparison-2018-9?r=US&IR=T
Matthews, C., 2015. Will the crisis in China sink the U.S. economy. Fortune. Sep 2.. 
Available at: http://fortune.com/2015/09/02/china-crisis-us-economy/
MCA, 2016. The UK Consulting Industry: Introduction to the UK Management Consulting Industry. 
Available at: http://www.mca.org.uk/about-us/the-consulting-industry
McQuarrie, E. F., 2005. The Market Research Toolbox: A Concise Guide for Beginners. sl:SAGE Publications, Inc.
Mullins, J., Walker, O.C. and Boyd Jr, H.W., 2012. Marketing management: A strategic decision-making approach. McGraw-Hill Higher Education.
Lacobucci, D., 2015. Marketing Management. 1st ed. s.l.:CENGAGE Learning.



[bookmark: OLE_LINK1][bookmark: OLE_LINK2][bookmark: _Toc448991308][bookmark: _Toc39859591]Appendix 1. PEST analysis on COSTA’s macro-environment in China
Political
（1） China's political structure is stable and political risks are low
（2） actively implementing various policies of regional differentiation
（3） actively attracts foreign brands
Economic
（1） GDP is developing at a fast pace and has a good future prospect
（2） housing rents and labour costs are increasing
（3） as people's incomes increased, the engel's coefficient decreased
（4） the quality of the population has been improved and urbanization is developing rapidly
Social
（1） tea is a traditional drink
（2） Chinese people have different kinds of beverage preferences
Technological
（1） coffee production process is more efficient and mechanized
（2） a large number of easy-to-operate, portable coffee machines have emerged
[bookmark: _Toc448991310][bookmark: _Toc39859592]Appendix 2. SWOT Analysis
Strengths：
（1） the world's top coffee brands
（2） strong capital background and complete industrial chain
（3） excellent quality and technology
（4） relatively mature management mode
Weaknesses：
（1） the rent of shop is high
（2） it is difficult to find a matching supplier in China
（3） low efficiency of management communication
（4） replace raw materials due to high purchase price
Opportunities：
（1） the coffee market in China has a good prospect
（2） the coffee consumption market is not obviously cyclical
Threats：
（1） it takes time to cultivate the coffee market
（2） high prices hinder consumer demand
（3） rising costs have created pressure
（4） too many substitutes
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