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Executive Summary
The report below describes a 12-month strategic marketing plan of Costa Coffee in response to the reality that the company was not fully using digital engagement and loyalty platforms. The competition in the coffee shop market is quite stiff, and there are stiff competitors, and switching costs are low, making customer retention a key consideration in strategy. The plan is developed based on the SOSTAC model and supported with SMART goals to ensure that the results are understandable and quantifiable. The nature of this is to increase the use of mobile applications and improve purchasing behavior by increasing digital interactions. Analysis of the marketing audit indicates that Costa Coffee is favorable due to good brand equity, extensive chain of stores and The Coca-Cola Company support. However, it is criticized by issues such as the growing spending, severe competition and insufficient uptake of personalized online marketing. The digital channel market penetration strategy relies on convenience and personalization to help market penetration. The marketing mix (7Ps) includes app-based loyalty rewards, personalized pricing, omnichannel ordering and digital-first promotion, which enhance customer experience. Some of the KPIs that will be employed in measuring the performance will include frequency of app use, frequency of repeat purchases and loyalty engagement rate. Overall, this plan will improve customer retention, lifetime value and competitiveness in the UK coffee market.






Content
1. Introduction	4
2. Main Findings from Marketing Audit	4
3. Situation Analysis	5
4. Objectives	6
5. Strategy	7
5.1 Growth Strategy	7
5.2 Competitive Strategy	8
5.3 STP Strategy	8
6. Tactics	9
7. Actions	11
8. Recommendations	13
9. Conclusion	13
References	14







[bookmark: _Toc228464661]1. Introduction
The coffee shop market in the UK has experienced steady growth due to the changing lifestyles of the people, the coffee consumption, and the competition from the branded chains. Costa Coffee is a market leader in this dynamic environment and a well-established brand and distribution network. However, the rapid pace of technology and the dynamism of their customers have made strategic marketing planning a requirement for competitiveness. The SOSTAC framework has been applied in this report to provide a structured approach to marketing planning. SOSTAC has structured the marketing activities into six stages, including situation analysis, objectives, strategy, tactics, action, and control (Ardeana et al. 2022). The report aims to develop a 12-month marketing plan that will aim to enhance retention and customer-oriented resistance in the UK market to enhance the competitiveness of Costa Coffee.
[bookmark: _Toc228464662]2. Main Findings from Marketing Audit
Costa Coffee marketing audit (from Assignment 1) shows that it has a good competitive position because of its strong brand presence, massive store network and backing of The Coca-Cola Company. Nevertheless, the analysis also points to the major challenges in a highly competitive UK coffee market, where competitors like Starbucks and Caffe Nero are putting pressure, and low switching costs heighten customer mobility. Despite the high coffee consumption and increasing adoption of mobile ordering and loyalty apps, Costa Coffee has not utilized digital engagement to optimally provide its customers by maximizing customer retention. Further performance is also restricted by rising operational costs and sensitivity to prices. Therefore, the underexploitation of digital tools of communication and loyalty to frequently purchase and establish good customer relations on a long-term basis is a pressing issue.
[bookmark: _Toc228464663]3. Situation Analysis
Based on the analysis from Assignment 1, Costa Coffee occupies an excellent market in coffee shops within the UK. It is a highly competitive and dynamic industry. This has been the sensitivity of prices amongst the consumers brought about by the economic conditions, primarily inflation (Dekimpe and Van Heerde, 2023). This influences spending on coffee shops. In the meantime, technology is changing customer behavior. Mobile ordering and loyalty applications are increasingly gaining popularity. The consumers desire speed, convenience and personalization. Further, social inclination is also favorable. The UK is a high coffee consumer, which aids in sustaining coffee chains that have brand names.
However, at the industry level, competition is high. Competitors such as Starbucks and Caffe Nero are strong competitors (World Coffee Portal, 2024). Switching costs are low, and therefore, the customers can easily change brands. Homemade coffee is also a substitute and puts pressure. Internally, Costa Coffee possesses very strong strengths. These include brand familiarity, a large number of networks of stores and support of The Coca-Cola Company (2022). However, its online capabilities are yet to be exploited. In particular, the customer engagement and loyalty functions have ceased to be in-depth and personalized. Overall, Costa Coffee is doing well. However, it should do much more to capitalize on the strength of digital interaction to improve the retention of customers. This is supported by the TOWS analysis.
	TOWS Matrix
	Strength
· Strong brand leadership
· Extensive store and Costa Express network
· Backing of The Coca-Cola Company
	Weaknesses
· Limited digital personalization
· High operational costs

	Opportunities
· Growth in mobile ordering and loyalty apps
· High coffee consumption in the UK
	SO strategies
· Leverage brand to promote app adoption
· Use the distribution network to integrate digital ordering
	WO Strategies
· Invest in app-based personalization
· Enhance digital loyalty incentives

	Threats
· High competition and low switching costs
· Rising costs and price sensitivity
	ST Strategies
· Strengthen loyalty programmes to reduce switching
· Differentiate through personalized digital experience
	WT Strategies
· Improve efficiency via digital ordering
· Focus on retention to offset cost pressures



[bookmark: _Toc228464664]4. Objectives
Marketing goals give a clear indication and make sure that strategic actions are quantifiable and specific. According to Komandla (2023), SMART objectives enable performance to be monitored. In the case of Costa Coffee, the goal is to enhance online interactions with the aim of boosting customer loyalty.
· Increase active users of the Costa Coffee mobile application by 25% in the UK market by April 2027.
· Increase customer repeat purchase frequency by 15% within the same period.
These are measurable and specific objectives. They are achievable since Costa has created digital infrastructure and a customer base. They are used in a competitive market that is characterized by low switching costs. If they achieve, they are likely to boost the sales per customer and enhance retention rates. To exemplify, a 15% growth in the number of repeat purchases can immediately lead to an increase in both transactions and revenue when using existing clients and a 25% growth in the number of app users can expand the pool of loyal customers and apply specific promotions, increasing the rate of conversion and market share.
[bookmark: _Toc228464665]5. Strategy
[bookmark: _Toc228464666]5.1 Growth Strategy
Costa Coffee has a development strategy based upon an Ansoff Matrix, though with market penetration as the primary emphasis. Ansoff's Matrix is a strategic planning tool that helps organizations to understand which growth strategies should be considered using the four strategies as they assess potential avenues for business growth and competitive growth (Clarissia, 2020). It is appropriate because Costa has already outsourced its business and has a large client base and brand awareness. The approach will focus on increasing the rate of purchase and retaining customers, rather than trying to enter new markets. Gurcaylilar-Yenidogan and Aksoy (2018) believe that the market penetration may be conducted successfully when the companies apply digital tools to make the level of communication with the existing customers higher. Costa already has a loyalty programme and mobile application.
However, they are not fully streamlined for personalized engagement. The plan will therefore seek to drive towards adoption and increased usage of the apps. This includes behavioral targeting, customized offers and app-exclusive offers. Chen and Richards (2025) highlight that such a data-driven interaction can be used to obtain repeat purchases and customer lifetime value. In addition to it, it can be beneficial to introduce digital ordering to interconnect stores and Costa Express machines and make the procedure less frictional and convenient. This is beneficial in increasing the frequency of transactions. It is through digital channels that one can interact in real-time and transmit targeted communication, thus boosting its conversion rates (Iyelolu et al., 2024). Overall, digital engagement has the potential to infiltrate the market and assist Costa in extracting extra value from the market through furthering the already existing customer base. This is a direct response to the objectives of growth and repeat purchase of the app.
[bookmark: _Toc228464667]5.2 Competitive Strategy
The business strategy of Costa Coffee is based on Porter's Generic Strategies. The approach taken is differentiation. This is a strategy that focuses on offering differentiated value to the customers compared with price competition (Acar, 2024). Differentiate is suitable in the coffee market in the UK. Competition is intense. Switching costs are low. Price competition would reduce margins. Therefore, Costa will need to engage in a battle of experience and value. The potential differentiating factors are customer experience, service quality, and innovation (Kotler et al., 2022). The plan will involve convenience and personalization aspects. The digital tools will be the key focus. The app will be personalized with offers based on customer behavior. The loyalty reward will be tailored to the tastes. This generates a more relevant customer experience. Personalization improves relationships with the customer and the quality of the engagement. It will also enhance the convenience. The use of mobile ordering and click-and-collect assists in reducing waiting. It is more reachable due to the connection to Costa Express machines. These features promote efficiency of service. One of the key drivers of customer experience in retail is convenience (Sachdeva and Goel et al., 2015). In addition, it will be capable of applying data analytics in supporting targeted communication. This increases the conversion rates and repeat purchases (Odionu et al., 2024). Altogether, personalization and convenience are two of the methods to make Costa Coffee different. It will break the price sensitivity and make customers in a very competitive market more loyal.
[bookmark: _Toc228464668]5.3 STP Strategy
The STP strategy of Costa Coffee is informed by behavioral and demographic data of the coffee market in the UK.  It is a marketing strategy that is important for enhancing customer focus and competitive advantage by identifying customer segments, selecting the most attractive segments, and positioning the product in the market (Kampamba, 2015). The segmentation goes on high-frequency and digitally active consumers. In the UK, consumers drink 98 million cups daily, and 80% of coffee shop patrons visit the shops at least once a week, which is a high degree of habitual behavior (British Coffee Association, 2026). In addition, younger cohorts and millennials, in particular, and Gen Z are a large portion of coffee shop visitors and even more tech-oriented (Fromm, 2023). Further, it plans to target urban and digitally active consumers such as young professionals and students. This segment is sensitive to speed, convenience and mobiles. It has been estimated that about 70% of UK consumers have ever downloaded an app to a coffee shop (Weinbren, 2022). Further, nearly 74% use mobile apps for on-the-go meals or beverages per week (CI&T, 2024). The loyalty programmes will become more appealing to such users and react to offers being offered personally. According to Ahmad et al. (2022), online communication increases customer loyalty and the quantity of purchases. The positioning will be based on the introduction of a convenient and personalized online coffee experience. This is important because the fact is that more and more quick service and personalized rewards are demanded by customers. The level of customization can do a lot to achieve customer satisfaction and loyalty (Onibokun et al., 2023). Costa Coffee, therefore, will target positioning itself as a brand that incorporates a convenient experience and a personalized digital experience.
[bookmark: _Toc228464669]6. Tactics
Costa Coffee has a tactical plan to increase digital engagement with the assistance of the marketing mix.
Product: Coffee and food offerings are the core product. However, the value addition will be altered to digital personalization. The Costa app will recommend purchases, based on past purchases, to recommend drinks and food choices. It is important because personalized recommendations increase the degree of engagement and conversion (Gowri, 2024). It will introduce seasonal beverages and will only be able to order them via an app, and will introduce the early launch of menu items. This creates exclusiveness and encourages the usage of apps. Digitization of loyalty stamps will also be implemented, but they will be associated with behavioral rewards instead of predetermined purchases.
Price: Digital engagement and loyalty will be boosted for Costa Coffee through pricing. Penetration pricing will be used in the loyalty app to stimulate uptake and usage frequency. Behavioral rewards like "buy 5 get 1 free" offers and "breakfast bundles" will be offered. Customers will also receive higher loyalty points for different statuses (Bronze, Silver, Gold) such as free customization. Research shows that loyalty price increases the repeat purchase behavior in the service industries (Son & Oh, 2023).
Place: The distribution strategy will rely on the combination of various channels. Customers will be instructed to order through the app to pick up in stores. This will save time on waiting and improve the frequency of transactions. Loyalty QR scanning will also be accepted by the Costa Express machines to access digital content outside of the stores. Hsu et al. (2024) make sure that seamless systems of the omnichannel are applicable in directly escalating retention of customers and convenience perception.
Promotions: The focus of the promotion will be on becoming digital-first. Push notifications will be tailored to the purchase behavior. To reinforce the use of the apps, email marketing will be carried out. To increase downloads, social media campaigns will be used to advertise Costa Rewards Week. Influencer marketing will be targeted toward Gen Z users with an extremely high rate of mobile use. Digital communication promotes immediacy and response rates (Pedrero-Esteban & Barrios-Rubio, 2024).
People: Barista workers will be the catalysts for embracing the apps. The staff will be trained to encourage downloading of apps at the cashier. Rewards may be given to those stores that are highly digital. The reason is that the influence of the employees is one of the essential issues in the service environment since it directly affects customer behavior (Lee et al., 2022). It will also have staff who will assist the customers in first-time app set-up.
Process: It will streamline the ordering process and make it faster. The app will also be capable of having repeat orders that can be done by a single press of a button, saved favorites and automatic payment. This facilitates easy repeat buying. It is studied that retaining customers in online services is made easier by working less (Gowri, 2024). Pre-order scheduling will also aid in the improvement of queue management.
Physical Evidence: Physical stores will contribute to the improvement of the digital experience. Tables and counters will have a QR code to promote the downloading of an app. On-screen displays will be used to display individualized offers and loyalty. The interface to the application will also be redesigned in regard to clarity and speed.
Overall, the 7Ps strategy puts digital interaction in all the dimensions of the customer experience.
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	Activities/Months
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec
	Jan
	Feb
	Mar
	Apr

	Phase 1: App Enhancrment
	　
	　
	　
	
	
	
	
	
	
	
	
	

	App UX redesign
	　
	　
	
	
	
	
	
	
	
	
	
	

	Personalization system upgrade
	　
	　
	
	
	
	
	
	
	
	
	

	One-click ordering integration
	　
	
	
	
	
	
	
	
	
	

	Phase 2: Launch and Engagement Campaign
	　
	　
	　
	　
	　
	
	
	
	

	App marketing campaign (UK-wide)
	　
	　
	　
	
	
	
	
	
	

	QR code in-store activation
	　
	　
	　
	　
	　
	
	
	
	

	Staff training for app promotion
	　
	　
	
	
	
	
	
	
	

	Loyalty incentives rollout
	　
	　
	　
	　
	
	
	
	

	Phase 3: Optimization and Retention
	
	
	　
	　
	　
	　

	Data analytics review
	
	
	
	
	
	　
	　
	　
	　

	Personalized offer refinement
	
	
	
	
	　
	　
	　
	　

	KPI performance monitoring
	　
	　
	　
	　
	　
	　
	　
	　
	　
	　
	　
	　



Control
The performance measurement will be taken to facilitate the achievement of the digital engagement goals of the strategy of Costa Coffee. Key KPIs include:
· Mobile app active users (monthly tracking)
· App download growth rate (weekly monitoring)
· Repeat purchase frequency per customer (monthly)
· Loyalty programme participation rate (monthly)
· Revenue contribution from loyalty customers (quarterly)
The data will be gathered via the Costa mobile app analytics and in-store POS data. The marketing team will review performance monthly. User engagement is going to be tracked in real time by using a dashboard monitoring. In case of underperformance of KPIs, changes in promoting apps, personal offers, and the frequency of push notifications will be implemented. This guarantees the ongoing optimization and better customer retention results.
Further, these metrics help Costa Coffee understand customer behavior patterns, assess the success of digital engagement efforts and fine-tune promotional efforts, personalized offers and loyalty programs on a real-time basis. Continuous monitoring facilitates data-driven decision making and assists in maximizing customer retention, app usage and overall marketing performance.
[bookmark: _Toc228464671]8. Recommendations
It is suggested that Costa Coffee should focus on ongoing investment in its digital loyalty program to enhance customer retention and interaction. In particular, the company needs to implement AI-powered personalization in its mobile application to provide real-time, behavioral-driven deals. Scholars reveal that personalized online marketing can greatly enhance customer loyalty and repeat-buy behavior (Mukhtar et al., 2023). This will assist Costa Coffee to minimize switching behavior and maximize customer lifetime value in a very competitive coffee market within the UK.
[bookmark: _Toc228464672]9. Conclusion
The crucial strategic problem that has been resolved in this marketing plan of Costa Coffee is the underutilization of digital engagement and loyalty. The plan has been crafted through the SOSTAC framework to have clear goals, a digital strategy and a composite 7Ps marketing mix. The strategy is to grow the number of app downloads and purchases by personalization and convenience. When applied successfully, it will help in bolstering customer retention, competitive placement, and long-term profitability in the very competitive UK coffee shop market
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