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[bookmark: _Toc128861474]Introduction
Marketing refers to the creation of value for a product or service that has the utility to support the needs and demands of customers, who in turn buy the service through exchangeable means. The report will focus on Costa Coffee, a renowned coffee chain from the UK. The key marketing function identified in the report is market research, product development, pricing, distribution, customer service and promotion. Costa Coffee opened 337 new stores in 2019, bringing its total store count to over 4,000 across 32 countries. The company also launched a new mobile ordering and payment system, which allowed customers to order and pay for their coffee using their mobile devices (Wood, 2020).
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Conducting market research is an essential activity for every successful company, and Costa Coffee is no exception to this rule. The organisation conducts market research in order to get a deeper understanding of its clientele, recognise emerging tendencies and possibilities in the industry, and gain insight that can be used to its marketing and product development initiatives (Bozic and Beric, 2019). The following presents an overview of the market research function of Costa Coffee in the following part. I will discuss how the business does market research, provide some instances of the company's market research projects, and discuss the data that supports the conclusions of the company's research.
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In order to better understand both its clientele and the coffee industry as a whole, Costa Coffee participates in a wide range of market research activities. For the purpose of doing market research, Costa Coffee makes use of a variety of approaches, including the following:
· Surveys and Focus Groups: In order to collect comments and suggestions from its clients, Costa Coffee frequently carries out a variety of surveys and focus groups. It is possible to carry out these polls and discussion groups in-store, on the internet, or by email. The information acquired from these projects is utilised to determine the preferences of customers, their levels of satisfaction, and the areas in which there is room for development.
· Analysis of Sales Data: Costa Coffee conducts an analysis of sales data in order to detect patterns and trends in the behaviour of customers. The corporation may use this information to better determine which goods are selling well, which retail locations are successful, and which strategies for marketing provide the best results.
· Social Media Listening: In order to better understand its clientele, Costa Coffee attentively follows conversations taking place on various social media platforms. This involves keeping an eye out for mentions of the brand, doing research on feedback from customers, and seeing developing tendencies in the sector (Nasution, 2018).
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· Research on Sustainability: In 2019, Costa Coffee carried out research on how customers feel about the company's commitment to sustainability. The survey results showed that eight out of ten consumers were worried about the environment, and sixty per cent of customers said that they would be ready to pay extra for packaging that was more environmentally friendly (Costa Coffee, 2019). Costa Coffee has made a number of changes to its business practices in order to reduce its impact on the environment. These changes include the use of totally recyclable cups and the elimination of plastic packaging.
· Research on Product Development: Costa Coffee constantly undertakes research into the preferences of customers for the development of new goods. For instance, in 2018, the firm carried out a poll in order to collect comments and suggestions about their seasonal beverage menu. The findings of this poll led to Costa Coffee introducing a number of new seasonal beverages, such as a Black Forest Hot Chocolate and a Salted Caramel Cappuccino 
[bookmark: _Toc128861479]Information to Back Up the Results of Market Research:
· Customer Satisfaction: According to a study that was carried out in 2019 by Costa Coffee, the firm has earned a customer satisfaction rating of 79%, which is an increase from the customer satisfaction rating of 78% that was attained in the previous year.
· Market Share: According to data conducted by Euromonitor International in 2019, Costa Coffee has a market share of 7.9% of the overall market for coffee shops, making it the second-largest coffee chain in the whole globe ((Euromonitor International, 2020).
· Social Media Engagement: Costa Coffee has a significant social media presence, with over 1.5 million Instagram followers and over 1.1 million Facebook followers combined. The business has a consistent presence on social media, where it interacts with consumers and also utilises the medium to promote new offerings and projects.
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In the coffee market, which is notoriously cutthroat, product development is one of the most important functions that Costa Coffee must do to maintain its leading position. There will be given an overview of the product development function of Costa Coffee in the following section (Berthon et al., 2019). The following discuss how the company approaches product development, provides some examples of successful product development initiatives, and discusses the data that supports the company's product development efforts.
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The process of developing new products at Costa Coffee is highly organised and divided up into numerous phases. The process begins with ideation and the creation of a concept, then moves on to market research and testing, and lastly, the introduction of the product and an assessment of its performance after the launch. In Costa Coffee, the team responsible for product development collaborates closely with the teams responsible for marketing, operations, and finance to ensure that new products are in line with the overall strategy and objectives of the firm.
[bookmark: _Toc128861482]Managing the Product Development Process:
When it comes to the development of new meals, Costa Coffee utilises a number of different approaches, including:
· Research on the Market: As was said in the part that came before this one, Costa Coffee does a lot of research on the market to figure out what customers want and what new trends are developing in the coffee business. This information is utilised to guide the choices that are made on product development and to guarantee that new goods fulfil the demands of customers.
· Collaborations & Partnerships: In order to create new products, Costa Coffee has worked together with a number of different brands and businesses. For instance, in 2019, Costa Coffee collaborated with Coca-Cola to introduce a new line of ready-to-drink (RTD) coffee beverages in the United Kingdom.
· Innovation Labs: Costa Coffee has set up a number of innovation laboratories in order to create new products and try out new ideas. The product development team is able to experiment with novel tastes, ingredients, and brewing processes thanks to the company's innovation laboratories, which are situated in London and Dubai respectively.
Efforts in Product Development That Have Been Effective, for Example:
· Nitro Cold Brew: In the year 2018, Costa Coffee debuted a new kind of iced coffee known as Nitro Cold Brew. This iced coffee is injected with nitrogen, which lends it a creamy consistency and a flavour that is more refined. Nitro Cold Brew has proven to be a successful addition to the Costa Coffee menu and has been instrumental in the company's success in luring a younger and more hipster-oriented customer base (Costa Coffee, 2018).
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Figure 1: Nitro Cold Brew
· Flat White: In 2010, Costa Coffee was one of the first coffee businesses in the United Kingdom to bring the Flat White beverage to the market. Customers who are looking for a coffee that is both robust and creamy often choose the Flat White, which has become an essential part of the Costa Coffee menu.
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· Sales growth: Strong sales growth may be attributed, in part, to Costa Coffee's efforts in product development, which have led to the company's excellent sales growth. In 2019, the firm claimed an increase in like-for-like sales of 3.9%, with new product introductions helping to fuel some of that growth.
· Consumer Loyalty: In a poll that was carried out by Costa Coffee in 2019, it was found that 81% of customers said that they would be more inclined to return to Costa Coffee if new items were presented on a regular basis (Euromonitor Internationa, 2020).
· Recognition from the Industry: Costa Coffee has been honoured with a number of honours from the industry in recognition of its product development efforts (Vargo and Lusch, 2017). With their Nitro Cold Brew, the firm was recognised as the winner of the Menu Innovation Award at the Allegra Global Coffee Awards in 2018.
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Price is one of the most essential aspects of marketing since it has such a direct influence on the revenue and profitability of a business. Pricing is the process of determining a price for a good or service by taking into account a number of different elements, including production costs, levels of competition, and the amount of demand from customers.
There are several different price techniques that are often used in marketing, including the following:
1. Cost Based Pricing: Pricing based on the cost of production plus a markup is referred to as cost-plus pricing, and it is a method that is used to decide the price at which a product is sold. This technique to pricing is quite basic, and it is often used in the manufacturing industry.
2. Value-based pricing: This is a pricing approach that includes determining prices for a product or service based on how the consumer perceives the value of that product or service. This strategy is often used in sectors where consumers are prepared to spend a higher price for items that are of higher quality or more creative (Kotler et al., 2017).
3. Penetration Pricing: Pricing based on market penetrating, or "penetration," is a strategy that entails initially making prices low in order to acquire market share and attract clients that are price sensitive. When the organisation has developed a regular clientele, it will be in a position to progressively raise pricing.
4. Skimming pricing: This is a pricing strategy that includes establishing initial rates for new or innovative items at a high level. The goal of this approach is to maximise income by capitalising on early adopters. As demand begins to fall, the corporation will be in a position to progressively cut pricing.
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When it comes to determining the cost of its wares, Costa Coffee employs a value-based pricing approach. The company's rates are determined in accordance with its mission to give customers a premium experience that includes high-quality coffee. For instance, the price of a standard coffee at Costa Coffee is generally approximately £2.50, which is more than the rates offered by some of its other businesses in the same industry.
Moreover, Costa Coffee utilises a pricing strategy known as dynamic pricing, which entails modifying prices depending on demand in addition to other considerations. As one method of increasing revenue, the corporation may, for instance, provide price reductions during off-peak hours or establish seasonal specials.
In addition to these approaches to pricing, Costa Coffee also provides customers with a membership programme for repeat business known as the Costa Coffee Club. The programme provides clients with discounts and free beverages in addition to rewarding them for their purchases. This programme is designed to assist improve client loyalty and encourage repeat business.
Despite the difficulties brought about by the COVID-19 pandemic in 2021, Costa Coffee reported a 10.6% growth in sales revenue for its operations in the United Kingdom and Ireland (Costa Coffee, 2021). Its rise was assisted along in part by the company's pricing strategy, which, in spite of the expenditures associated with the epidemic, contributed to the preservation of profit margins.
In addition, in 2019, Costa Coffee responded to the increased demand from consumers for non-dairy choices by introducing a variety of plant-based milk alternatives. These plant-based milk alternatives include coconut milk and oat milk, among others. This product development project was backed by a pricing strategy that paid a premium for these milk substitutes in order to generate revenue.
Seasonal promotions are another illustration of the price approach that Costa Coffee employs. The corporation began selling a variety of holiday beverages at a premium price in the year 2020. These beverages included the Hazelnut Praline and the Gingerbread Latte. Throughout the Christmas season, these promos helped to promote sales, which in turn attracted consumers who were searching for something festive to eat (Euromonitor International, 2021).
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The marketing function of promotion is concerned with communicating and promoting a company's products or services to its target market. The main objective of promotion is to increase awareness, generate interest, and encourage customers to purchase the products or services offered by the company. The most prevalent promotion strategies in marketing include advertising, personal selling, sales promotion, public relations, and direct marketing (Kotler et al., 2017).
· Advertising: This involves creating and placing messages about a company's products or services in various media such as television, radio, print, online, and social media to reach a wider audience.
· Personal Selling: This strategy involves face-to-face interaction between sales representatives and customers to persuade them to buy a product or service. Personal selling is effective for high-value products or services that require in-depth product knowledge.
· Sales Promotion: This strategy involves short-term incentives to encourage customers to buy a product or service. Examples of sales promotions include discounts, coupons, free samples, and loyalty programs.
· Public Relations: This strategy involves managing the communication and relationship between a company and its stakeholders, including customers, employees, investors, and the media.
· Direct Marketing: This strategy involves communicating directly with customers through various channels such as email, mail, or text message to promote a company's products or services.
Costa Coffee uses various promotion strategies to reach its target market. One of its most prevalent promotion strategies is advertising. The company has used various media channels to promote its products, including television, print, and social media. For example, in 2021, Costa Coffee launched a new advertising campaign called "Never a Dull Cup" to promote its range of iced drinks, which featured on television, billboards, and social media platforms (Costa Coffee, 2021).
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Figure 2: Never a dull cup Campaign
Costa Coffee also uses sales promotion to encourage customers to try its products. For example, the company offers a loyalty program called Costa Coffee Club, which rewards customers with points for every purchase they make, and these points can be redeemed for free drinks or food items (Costa Coffee, 2021).
Furthermore, Costa Coffee engages in direct marketing by sending promotional emails to its customers, which include information about new products, special offers, and promotions. The company also has an active presence on social media, where it promotes its products and engages with its customers.
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The marketing function of placement, which is often referred to as distribution, is ensuring that the appropriate product is available for purchase at the appropriate location and at the appropriate time. The primary purpose of distribution is to make sure that the product can be readily obtained by clients and is offered to them at the time and location of their choosing. In the field of marketing, intense distribution, selective distribution, and exclusive distribution are the three placement and distribution tactics that are used the most often.
1. Intensive Distribution: The goal of the intensive distribution tactic is to make the product accessible to consumers in the greatest number of retail locations as feasible. It is often reserved for describing goods that are in great demand among consumers and are regularly bought by them. For instance, some examples of fast-moving consumer products are soft beverages, snacks, and personal care items.
2. Selective Distribution: The key element of the selective distribution marketing strategy is Limiting the number of retail locations to maximise profits. Products that need to be handled in a certain way or demand a particular degree of knowledge are often the ones that fall under this category. Examples of such things are high-end clothes, luxury items, and technology products.
3. Exclusive Distribution: Exclusive distribution is known as a marketing tactic which concerns Selling a product via a restricted number of retail locations. It is often reserved for high-end, luxury, or speciality items that cater to a certain market segment. Examples of such items are high-end jewellery, designer clothes, and luxury automobiles.
Costa Coffee uses selective distribution is used for the company's goods. The firm conducts its business via a mix of shops that are owned directly by the company, stores that are franchised, and licenced outlets. More than 4,000 Costa Coffee locations may be found in over 32 different countries, including the United Kingdom, China, and the Middle East. The firm has around 2,600 shops in the United Kingdom, including both company-owned and franchised locations. This gives the company a significant presence in the country (Costa Coffee, 2021).
The distribution strategy of the firm focuses on positioning its shops in high-traffic places such as airports, railway stations, shopping malls, and city centres, so that consumers can quickly reach these locations and make purchases. Moreover, technology, such as mobile ordering and delivery services, is used in Costa Coffee's efforts to improve its various distribution channels. For instance, in 2021, Costa Coffee and Uber Eats formed a partnership in order to provide delivery services to the company's consumers in the United Kingdom (Costa Coffee, 2021).
[image: ]
Figure 3: Costa Coffee and Uber Eats
In addition to this, Costa Coffee has broadened the scope of its distribution channels by making its goods available for purchase at supermarkets and grocery shops. The goods of the firm may be found in large supermarkets such as Tesco and Sainsbury's. These items include coffee beans, coffee that has been ground, and ready-to-drink products.
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It entails making certain that clients are provided with high-quality service and assistance for the whole of their experience working with the firm. The purpose of providing excellent customer service is to establish long-lasting connections with clients, to boost customer loyalty, and to encourage clients to return for further business.
The following are some of the customer service tactics that are used most often in marketing:
· Personalisation: Personalization is a marketing technique that includes adapting the experience of the client to the specific requirements and inclinations of each person. Personalized advice, individualised marketing messaging, and individualised customer support are all examples of this kind of service.
· Omnichannel support: This one is a strategy that entails providing clients with a consistent experience across all channels of contact. These channels include phone, email, live chat, and social media platforms.
· Proactive support: It is a technique that includes determining what the client will need before they ask for it and then offering that help proactively. It may involve proactive outreach, such as emailing clients pertinent information or advice on how to fix a problem.
In order to provide its customers with assistance and service of the highest possible standard, Costa Coffee makes use of a wide variety of customer service tactics. The organisation has a customer service department that responds to questions and concerns raised by clients through a variety of mediums, including e-mail, the telephone, and social media platforms.
The Costa Coffee Club is a customer loyalty programme that allows for a more individualised experience for each individual consumer. Consumers have the ability to earn points for their purchases, as well as get customised offers and discounts depending on the selections they make. Moreover, the organisation provides individualised marketing communications to its clientele through email and other social media platforms (Costa Coffee, 2021).
In order to better serve its consumers across all available channels, Costa Coffee has developed a smartphone app that lets users place orders and make payments for their beverages online. Also, the app gives information on the locations of stores as well as menus. Customers have the ability to submit questions and get replies in real time through social media platforms such as Twitter and Facebook, which are both supported by Costa Coffee's customer service team (Costa Coffee, 2021).
Customers of Costa Coffee get frequent emails from the company including information on new goods and special deals. These emails are sent as part of the company's proactive support system, which can be accessed through the website. Also, the firm maintains a blog where readers can get information on coffee, brewing methods, and the latest developments in the coffee industry.
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In conclusion, market research plays a crucial role in Costa Coffee's marketing and product development strategies. The company uses a variety of methods to gather insights about its customers and the coffee industry and uses this information to inform its decisions and improve its offerings. The data shows that these market research initiatives have been successful in increasing customer satisfaction, market share, and social media engagement. Product development is also crucial for Costa Coffee, and the company has established a structured process to ensure that new products meet customer needs and align with the company's overall strategy. Costa Coffee's product development efforts have been successful in driving sales growth, increasing customer loyalty, and winning industry recognition. Overall, Costa Coffee's customer service strategy focuses on providing personalized, omnichannel, and proactive support to its customers.
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