
Assessment 2: An Analysis of the Factors Impacting Starbucks.
Problem Solving and Innovation
(BMSW4014)
GEORGICA ACSENTE (2332651)
Lecturer: Rebecca Francis-Davies
Submission Deadline: by 6th December 2024 at. 23:59
Word counter: 1528 Words











Table of Contents
Introduction.	3
Starbucks Overview and Background:	3
Current UK Market Context.	3
Consumer Behaviour:	3
Economic Conditions:	3
Technological Advancements:	3
SWOT Analysis Summary:	4
Strengths:	4
Weaknesses:	4
Opportunities:	4
Threats:	4
Findings.	4
PESTLE Analysis:	4
Political Factors:	4
Economic Factors:	4
Social Factors:	5
Technological Factors:	5
Legal Factors:	5
Environmental Factors:	5
Stakeholder Analysis:	5
Customers:	6
Employees:	6
Suppliers:	6
Regulators:	6
Conclusion.	6
Political and Legal Factors:	6
Economic Factors:	7
Social and Environmental Factors:	7
Technological and Stakeholder Engagement:	7
Recommendations for Starbucks UK.	7
Expand into Suburban and Residential Markets:	7
Action Plan:	8
Benefits:	8
Strengthen the Focus on Health-Conscious and Plant-Based Products.	8
Action Plan:	8
Benefits:	9
Leverage Digital and Delivery Growth.	9
Action Plan:	9
Benefits:	9
Supporting Reference.	10
Reference list:	11


[bookmark: _Toc184397561]Introduction.
[bookmark: _Toc184397562]Starbucks Overview and Background:
Starbucks Corporation, established in 1971 in Seattle, Washington, has become the largest coffeehouse chain globally, with more than 33,000 outlets as of 2023. Known for its premium coffee and refined café ambiance, the brand emphasizes customer satisfaction, ethical sourcing practices, and sustainability.
Starbucks entered the UK market in 1998 through the acquisition of the Seattle Coffee Company, marking the UK as a key territory. Over the past 20 years, Starbucks has built a strong presence, operating over 1,000 stores, including both company-operated and licensed locations. Despite its popularity, the company faces challenges in addressing shifting consumer preferences, rising competition, and economic pressures in the UK (Business Strategy Hub, 2024).
[bookmark: _Toc184397563]Current UK Market Context.
[bookmark: _Toc184397564]Consumer Behaviour: UK consumers are increasingly prioritizing health and sustainability, gravitating towards brands that emphasize transparency and ethical practices in their operations.
[bookmark: _Toc184397565]Economic Conditions: Rising inflation, elevated energy costs, and the ongoing recovery from the COVID-19 pandemic are reshaping consumer spending habits, with greater focus on affordability and value.
[bookmark: _Toc184397566]Technological Advancements: The integration of digital platforms, mobile app ordering, and delivery services has become essential for businesses to stay competitive and meet evolving consumer demands (Fortune Business Insights, 2024).
[bookmark: _Toc184397567]SWOT Analysis Summary:
[bookmark: _Toc184397568]Strengths: Starbucks enjoys strong brand loyalty, a robust digital ecosystem through its mobile app, and a proven commitment to sustainability. These factors underpin its premium image and align with evolving consumer expectations.
[bookmark: _Toc184397569]Weaknesses: Its high prices limit accessibility during economic downturns, and its reliance on urban locations makes it vulnerable to reduced foot traffic due to remote work trends.
[bookmark: _Toc184397570]Opportunities: Expansion into suburban and smaller towns, innovation in plant-based products, and enhanced focus on drive-thru and delivery services provide significant growth potential.
[bookmark: _Toc184397571]Threats: Rising inflation and operational costs threaten profitability, while intense competition from major brands like Costa Coffee and Pret A Manger, along with independent coffee shops, challenges Starbucks’ market share.

[bookmark: _Toc184397572]Findings.
[bookmark: _Toc184397573]PESTLE Analysis:
[bookmark: _Toc184397574]Political Factors:
The UK’s political environment poses challenges and opportunities for Starbucks. Post-Brexit complexities have disrupted supply chains and limited labour availability due to immigration restrictions, resulting in higher costs (Taylor, 2021). Policies promoting sustainability, such as the "latte tax" on single-use plastics, require Starbucks to invest in biodegradable alternatives and reusable cups, aligning with environmental goals (Porter’s Generic Strategies, 1985).
[bookmark: _Toc184397575]Economic Factors:
Economic challenges such as rising inflation, increased interest rates, and reduced disposable income are pushing consumers toward affordable options, impacting Starbucks’ premium offerings (Kotler et al., 2017). Rising wages and real estate costs further strain profitability. However, suburban markets and remote work trends present growth opportunities in untapped regions.
[bookmark: _Toc184397576]Social Factors:
Shifting consumer preferences in the UK emphasize health-conscious and ethical products. Demand for plant-based beverages and vegan options has grown, reflecting Starbucks’ alignment with societal wellness trends (Maslow's Hierarchy of Needs, 1943). Additionally, ethical sourcing initiatives like C.A.F.E. Practices enhance Starbucks' reputation for sustainability and transparency (Smith, 2020).
[bookmark: _Toc184397577]Technological Factors:
Technology remains a key driver of Starbucks’ success. The Starbucks app and loyalty program create a seamless customer experience, promoting retention (Rogers’ Diffusion of Innovation Theory, 1995). AI tools analyse purchasing patterns for personalized recommendations, while delivery partnerships with Uber Eats extend market reach (Johnson, 2021).
[bookmark: _Toc184397578]Legal Factors:
Compliance with UK laws, including food safety, allergen transparency, and data protection (GDPR), is vital for Starbucks (Drucker’s Management Theory, 1954). Fair wages and inclusive workplace policies further solidify Starbucks’ position as an ethical employer, enhancing its brand equity (Brown, 2022).
[bookmark: _Toc184397579]Environmental Factors:
Starbucks faces increasing pressure to minimize its environmental footprint. Initiatives like biodegradable packaging, renewable energy use, and carbon neutrality by 2030 demonstrate Starbucks’ commitment to sustainability (Elkington’s Triple Bottom Line, 1998). These practices resonate with eco-conscious UK consumers (Green, 2020).
[bookmark: _Toc184397580]Stakeholder Analysis:
Starbucks operates in a dynamic environment where multiple stakeholders shape its strategy and performance. Addressing their expectations ensures Starbucks maintains its competitive edge and strengthens key relationships.
[bookmark: _Toc184397581]Customers:
Customers expect high-quality products, convenience, and ethical practices such as sustainability and transparency. The demand for personalized experiences through digital engagement is met by Starbucks’ innovative mobile app and Rewards program, which enhance customer loyalty. According to Freeman’s Stakeholder Theory (1984), prioritizing stakeholder value is crucial for long-term success.
[bookmark: _Toc184397582]Employees:
Employees seek fair wages, career development, and inclusive workplace policies. Starbucks addresses these needs by offering competitive pay and opportunities for growth. Maslow's Hierarchy of Needs (1943) highlights that fulfilling employees’ basic and personal growth needs enhances motivation and job satisfaction.
[bookmark: _Toc184397583]Suppliers:
Suppliers prioritize fair trade and sustainable partnerships. Starbucks’ Coffee and Farmer Equity (C.A.F.E.) Practices ensure ethical sourcing and sustainable farming, which directly impacts product quality and brand reputation. Stakeholder theory underlines the importance of fostering mutually beneficial supplier relationships.
[bookmark: _Toc184397584]Regulators:
Regulators ensure compliance with UK laws on labour rights, food safety, and data protection. Starbucks adheres to GDPR and other regulations to reduce legal risks and maintain public trust. Institutional theory suggests that businesses must align with regulatory and societal norms to ensure legitimacy and sustainability (DiMaggio & Powell, 1983).
[bookmark: _Toc184397585]Conclusion.
Starbucks operates in a dynamic UK market shaped by internal and external factors influencing its strategies and performance.
[bookmark: _Toc184397586]Political and Legal Factors: Post-Brexit challenges, including supply chain disruptions and labour shortages, alongside sustainability measures like the "latte tax," drive Starbucks’ investment in eco-friendly solutions. Adherence to GDPR and labour standards enhances its reputation as an ethical brand.
[bookmark: _Toc184397587]Economic Factors: Inflation, rising costs, and changing consumer spending habits challenge Starbucks’ premium pricing model. However, suburban expansion and the shift toward remote work offer growth opportunities.
[bookmark: _Toc184397588]Social and Environmental Factors: Increasing demand for health-conscious, vegan, and ethically sourced products aligns with Starbucks’ initiatives like C.A.F.E. Practices. Efforts toward carbon neutrality and sustainable packaging resonate with eco-conscious customers.
[bookmark: _Toc184397589]Technological and Stakeholder Engagement: Starbucks effectively leverages its app, loyalty programs, and AI-driven personalization to enhance customer retention and expand its reach. Strong engagement with customers, employees, suppliers, and regulators underpins its ethical and sustainable operations.
While facing economic and competitive pressures, Starbucks’ focus on innovation, sustainability, and stakeholder collaboration ensures its position for long-term growth in the UK market.
[bookmark: _Toc184397590]Recommendations for Starbucks UK.
Based on the current market analysis, SWOT, PESTLE findings, and stakeholder analysis, Starbucks UK can take the following strategic actions to enhance growth, align with consumer trends, and address emerging challenges.
[bookmark: _Toc184397591]Expand into Suburban and Residential Markets:
The shift to remote and hybrid working models has reduced urban footfall while increasing consumer activity in suburban and residential areas. These regions present significant opportunities for Starbucks to serve new customer segments through smaller, cost-effective store formats and drive-thru locations.



[bookmark: _Toc184397592]Action Plan:
Open stores in suburban and residential areas to capture untapped customer bases.
Tailor offerings to meet local preferences and align with Starbucks’ "third place" concept, focusing on community engagement.
Introduce flexible store layouts with features such as drive-thru services, catering to convenience-driven customers.
[bookmark: _Toc184397593]Benefits:
Reduces reliance on high-traffic urban centres, mitigating risks associated with fluctuating footfall.
Diversifies revenue streams and expands Starbucks' reach into less saturated markets.
Builds stronger local community ties, enhancing brand loyalty.
Taylor (2021) highlights the growing need for businesses to adapt to shifts in consumer activity caused by remote work trends, which provide opportunities for suburban expansion.
[bookmark: _Toc184397594]Strengthen the Focus on Health-Conscious and Plant-Based Products.
UK consumers are increasingly demanding health-conscious, vegan, and ethically sourced products. This aligns with Starbucks’ sustainability and wellness initiatives, offering a unique opportunity to expand its product portfolio and cater to changing consumer preferences.
[bookmark: _Toc184397595]Action Plan:
Develop and introduce a broader range of plant-based beverages and food items, catering to diverse dietary needs.
Collaborate with nutrition experts to design innovative menu offerings that appeal to health-conscious consumers.
Market these new products as part of Starbucks’ commitment to sustainability, emphasizing their ethical sourcing and health benefits.
[bookmark: _Toc184397596]Benefits:
Positions Starbucks as a leader in addressing the growing health and wellness trends in the UK market.
Enhances its brand reputation for sustainability and ethical practices, appealing to eco-conscious and vegan customers.
Increases market share by attracting new demographic segments focused on health and environmental responsibility.
Maslow’s Hierarchy of Needs (1943) suggests that addressing consumers' psychological and self-fulfilment needs—such as health and ethical values—can enhance loyalty and customer satisfaction.

[bookmark: _Toc184397597]Leverage Digital and Delivery Growth.
The growing reliance on digital ordering platforms and delivery services reflects changing consumer demands for convenience and efficiency. Enhancing Starbucks’ digital ecosystem can strengthen customer loyalty and extend its market reach.
[bookmark: _Toc184397598]Action Plan:
Optimize the Starbucks mobile app by introducing features such as health-conscious filters, subscription services, and enhanced personalization through AI-driven recommendations.
Strengthen partnerships with delivery platforms like Uber Eats to ensure wider accessibility for customers.
[bookmark: _Toc184397599]Benefits:
Increases customer retention through personalized experiences and seamless digital engagement.
Expands accessibility to Starbucks’ offerings beyond physical store locations.
Boosts revenue by tapping into the growing demand for delivery and digital convenience.
[bookmark: _Toc184397600]Supporting Reference.
Rogers’ Diffusion of Innovation Theory (1995) underscores the importance of adopting technology early to stay competitive in rapidly evolving markets.
In conclusion, by focusing on suburban expansion, introducing health-conscious and plant-based menu items, and enhancing digital and delivery capabilities, Starbucks UK can mitigate the impact of economic pressures while meeting evolving consumer demands. These strategies will position Starbucks as a market leader in innovation, sustainability, and customer-centric solutions, ensuring long-term growth and success.
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