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An Analysis and Critical Review of a Medium to Large Organisation and its Change Process

Sarah Rees | Leading and implementing Workplace Change | 26th January 2021

Executive Summary
The purpose of this report was to establish a clear analysis and critical review of how Costa Coffee managed change due to the pandemic. The report starts by giving the reader a brief insight into how Costa originated and developed into what it has become today, now with revenues over a billion pounds and a market share of 39% which is continuing to grow. The problems Costa faced due to the pandemic were having to close stores due to lockdowns, constant changes in government legislation and safety rules also, reducing their service to takeaway only during the periods they have been allowed to do this. The report shows how a SWOT and Pestle analysis was conducted, this allowed Costa to access all internal and external factors that could affect the change management process. It was identified that Costa currently use Lewin’s 3 step model and the force field analysis model’s of change, it clearly shows that this process benefits Costa. Leaders at Costa proved to be helpful and successful at driving the change process through the pandemic. It was evident that Costa used change agents such as Leadership, H.R, and its subordinates. There was some resistance to change but, using advocates in leadership and store employees Costa were able to control resistance to the changes. As naturally changes tend to affect an organization’s culture, Costa are part of a Coffee Culture that society thrive upon today, so understandably the changes have affected Costa’s culture. By using Johnson and Scholes Cultural Web, Costa were able to map out their organisations culture and this also showed changes in each section of the Cultural Web. After concluding the report’s findings its main recommendation was for all staff at Costa to undertake change management training so that all employees can deal with change effectively and aid leadership with the support needed in the change process and possibly decrease the resistance to change.
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1.0 Introduction
This Report Has been compiled by Sarah Rees who is the Change Management Consultant. This report was compiled for the CEO of Costa Coffee to analyse and critically review Costa Coffee and its change process while managing the COVID-19 pandemic. The CEO requested this report on 26th January 2021 and the publish date for this report is the 26th March 2021. The research for this report will be carried out using secondary research from textbooks, journals, newspaper articles, and websites, this method has been chosen as primary research would not be possible during the pandemic.
 Change management is the approach that organisations take to move from their current state to their desirable state. This can be done by coordinating and structuring a plan of action. Successful change management requires behavioral changes with a wide focus on not only behavior but people and culture too. APM, (2021). This report will look into the background of Costa Coffee and the reason for the change. The researcher will also demonstrate through a SWOT and PESTLE Analysis how internal and external factors influenced the changes at Costa. There will also be supportive evidence of what change models Costa use to manage change. The researcher will be identifying the leaders involvement in the change process and what complex areas they had to deal with, how they coped with these and whether this helped or hindered the organisation. Change agents are used in the change management process these will be identified and discussed how they contributed to the process. Culture is a big part of Costa Coffee so the researcher will identify what impact the pandemic has had on their culture and will look at using a model such as the Cultural web to establish this. The researcher will then provide a conclusion on the findings and highlighting the success of their change process and outlining any areas that need to be developed to improve the planning and implementing of future changes at Costa this will contribute to a set of recommendations that the researcher feels that Costa need to address, this will be in the form of a PDP.
2.0 Findings
2.1 ABOUT COSTA 
Costa Coffee was born in 1971 in London when brothers Sergio and Bruno Costa came to London with a burning desire to make great tasting coffee part of peoples everyday life. Here is where the Costa brothers sampled 112 variations of coffee whilst being blindfolded. Only one blend stood for them which they named ‘Mocha Italia’. This remains their signature blend to this day. By 1978 the demand grew for their coffee and so too did their premises, so a new site on paradise street Lambeth opened and remained open for 39 years. Costa were selling their coffee beans to prestigious hotels in London such as the Ritz and they were delivered in style by famous London black cabs. In 1981 Costa opened a coffee shop in Vauxhall Bridge Road, it was in this innovative shop that the brothers became the first coffee providers in London to serve Espresso and crafted cappuccino’s in porcelain cups which allowed customers to experience coffee at its best. Costa, (2021).
Hanbury, (2018) states that Costa coffee has 3,882 stores across 32 countries with the UK leading the coffee chain having 2,467 of those stores. In 2018 Coca Cola bought Costa for $5.1 billion. Costa, (2021) illustrates Costa’s menu where Costa offer a wide range of coffee’s from espresso’s, latte’s. cappuccinos, teas, Hot chocolate and frostinos, as well as iced coffees Costa serves a range of toasted sandwiches, pastries, and desserts. Apart from these products served in stores there are a selection of coffee beans available in supermarkets and there are over 8500 Costa Express machines across the UK and there are over 500 Costa Drive-thru’s. 
Lock, (2021) describes how Costa coffee is the UK’s biggest coffee shop player with a market share of 39%. Costa’s revenue increased again in 2019 with Costa Ltd reporting revenues of $1.34 billion which were up from $1.29 billion the previous year.
2.2 REASONS FOR CHANGE
 As Christie, Wilson, and Curtis, (2021) explain how many companies across the UK have seen their revenues decimated by the impact of the Covid Pandemic, Costa is no different to other big companies that have had to make job cuts due to the pandemic as Costa has stated that because they can’t predict when trading might return to pre-covid levels they too are looking at making around 1,650 redundancies of coffee baristas.
Costa, (2021) have kept their customers updated on changes through their website, emails, and the mobile app. While Costa coffee hopes all their customers, their families and friends stay safe and well they maintain that they are here to support and serve us. Following Government guidelines, it has seen their stores forced to close at different stages of lockdowns. Recent guidelines allow Costa to remain open for takeaways, drive-thru, mobile ordering, and delivery. However, all eat in and outdoor seating areas must remain closed. Costa has also had to make several other changes due to the Covid Pandemic such as the 2-meter distancing in ques and seating areas, hand sanitizing stations, more thorough cleaning schedules, taking track and trace details off every customer, preparing extra orders for mobile ordering and deliveries. Staff have also had to deal with changes such as the removal of assistant managers to cut costs and staff have had to be put on the furlough scheme to make up their wages.
Pre Covid-Costa were running a very good profitable business and because of the Covid pandemic they have had to make changes in order to survive, without implementing the changes set out in the SWOT and PESTLE analysis that operate was conducted they could not have continued to operate. The full SWOT and PESTLE analysis can be seen in the appendix. There are elements of both External and Internal factors that affect the business the political factors such as the government guidelines and laws are external factors that costa can’t control which cause the threats of lockdowns and store closures which could possibly lead to lower opportunities for growth, staff reduction or even recession and ultimately these will affect the Social factors because Covid is affecting lifestyle trends and people are not socializing and are remotely working from home along with the lower incomes people are no longer able to spend on luxuries as readily as they did before the pandemic. Luckily for Costa with the economical and technological factors they have some advantages over other businesses who are not able to operate during lockdowns. Costa have been able to create strengths from these by boosting their online platform and given people the opportunity to still purchase their items via an app ordering system for click and collect and introduced a delivery service through uber eats which has allowed them to create more revenue, they have also expanded their range and added healthy non-dairy alternatives to attract more customers. Costa has also expanded their express machines where people can purchase their favorite beverages in service stations, shops, and supermarkets without having to take non-essential trips to their local costa stores. Costa have also implemented the Government Track and Trace system which can give customers some reassurance and the ability to know if they have been in contact with anyone who has contracted the virus.
As Costa coffee has been bought by Coca Cola Company, they will be basing their change management processes that Coca Cola have used and been successful with. Costa use tools such as Lewin’s 3 step change model and the force field analysis model, Kurt Lewin developed both these models. Hartzell, (2012) states that the 3-step model involves 3 stages of unfreezing, changing, and refreezing, using this simple and practical model allows a better understanding the change process. This model is widely used and serves as a good basis for many modern change models also. Lewin’s Force Field Analysis integrates with the 3-step model. The Force Field Analysis model is a technique that Kurt Lewin developed to examine the forces that are causing an opposition to the change process. Bass, (2009). This process will allow Costa to facilitate the change management process and allow effective communication to its employees and all its stakeholders that are involved in the change and inform them of the reasons of change and what benefits it would have on Costa. Ukessays, (2015). 
The 3-step change for Costa due to the Covid 19 pandemic would consist of: 
Unfreeze – Costa needed to re-examine their values and attitudes and its core principals in order to control the crisis. Managers needed to build strong motivation amongst staff. During the unfreeze stage managers needed to keep staff informed of the changes planned whilst offering constant support throughout the changes made in line with the covid government guidelines and by giving training to staff members making them more adept to accepting the transformational stage.
Change – Management had to involve all employees by initiating steps towards the strategic plan for change and implementing signage, sanitizing stations, vigorous cleaning schedule, face masks, track and trace and much more. All this change can be achieved by developing strong relationships and even offering rewards to employees to help maintain the motivation amongst employees for the success of the change implementation.
Refreeze – The refreezing stage allowed Costa to make its innovated changes part of their strategy and culture, employees understand that the routines and changes become the new normal and staff don’t revert back to the old ways. When the changes have stabilized, management will continue to monitor any further changes in external factors to adjust their change management plan accordingly in order to survive during this pandemic as many companies have failed to successfully manage change and have had to stop trading as a result of the effects of the pandemic. Examples of this has seen huge high street companies such as The arcadia group, Debenhams, and DW sports all falling into administration.
Costa coffee clearly shows that using such change management models do benefit a company and can make all the difference in surviving and failing. Costa’s changes are mainly organisational changes but there has also been the effect of financial changes in profit loss and also, there has been people changes by discarding deputy managers and making some job cuts. Costa has changed their business strategy to reacting quickly and acting proactively in anticipation of changing trends and consumer preferences, this allows change management to be a big part of costa’s strategic vision.
Warc, (2021) reports that Starbuck’s can differentiate their brand by introducing mobile ordering, and Starbucks reward loyalty programme they can prepare for a post- covid by making consumer needs priority over their competitors. However, Costa have already implemented their change management strategies with all these and more already in place, which gives them a competitive advantage during the pandemic and will already be a success before post-pandemic. Costa believe you should support your HR team to help manage change, involve leadership as without them on board the change management process could become chaotic or even fail, they also believe you need to create detailed change management plans, Making roles and responsibilities clear and include the reasons and benefits of change to get everyone on board, finally they prefer to appoint a committee to streamline the change management from various roles of the company such as HR, I.T, Finance and a team lead which would mean the process is taken on board from all sections within the company. Alc Training, (2021).

2.3 Involvement of Leaders in the Change Process
Costa’s CEO Phil Scully lead the company through the start of the pandemic, and he states that Costa has been in a state of continual evolution and change since March 2020 he believes that Costa will emerge stronger, wiser, and safer from the lockdowns. Scully also states that “strategically, we might have a direction but being able to course-correct as we go through this is going to be hugely important”. Scully indicates that the leaders at Costa have managed the scale, scope, and pace of change at Costa over the past 12 months and they believe in the phrase “Control the controllable” as there are things you can do which make a difference and there are things you can do which make a difference and there are things which you can’t. At Costa the leaders have helped their staff deal with the changes by driving the notion to focus on the day at hand and the current task, and they can all work together to refocus on the evolving needs of their customers. Forsdick, (2020). Mullins, (2010) puts forward an interesting proposition by Drucker who states that “One cannot manage change. One can only be ahead of it. We do not hear much anymore about overcoming resistance to change as everyone now accepts that change is unavoidable. 
Centre for Creative Leadership, (2021) demonstrates that great leaders of change, focus on people and process. Many organizations facing change management demonstrates the fact that organizational change initiatives fail more often than they succeed, and we know that effective leadership is essential to successful change. Successful leaders who connect to the companies values and explain the benefits can create a stronger backing. Bringing these people together to plan and execute change is critical. Leaders that can work through any boundaries and resisters are able to strengthen their commitment to change. As well as converting resistance a successful leader must ensure their own beliefs and behaviors support the change too. Also, leaders must guide the process from start to finish. Developing a clear strategy and action plan will succeed from the beginning. Executing an action plan translating strategy into execution is one of the most important things a leader can do. CCL, (2021).
Organizational complex change whether it is voluntary or imposed upon can involve some anxiety, conflict and the need to learn how to become comfortable with uncertainty. IGI Global, (2021). Costa has had to look at many complex area’s that were affected by these changes such as: People - With the loss of deputy managers, staff cuts, furlough during closure, and the safety of staff and customers. Systems – The introduction of advanced technology such as ordering through the app and delivery orders. Improved knowledge – Training for new systems, constant reviews of Government guidelines and legislations. Finance – The loss of custom due to lockdowns and store closures. Culture – Changes due to Costas culture of their belief in community spirit, warm welcomes with the sense of togetherness and also, the element of what is known as coffee culture such as meeting with friends and family over irresistible coffee has had to change due to store closures and takeaway only services. Costa Coffee, (2021).                                                                                      
The leaders at Costa successfully drove change through the pandemic and did not hinder the change process, by explaining the changes, the reasons, the plan, the impacts this might have on their work, setting clear goals, encouraging employees to ask questions, and appointing their store managers as spokesperson’s to communicate any issues that arose during the crisis allowed Costa’s leaders to make the change process a success. Jouany, and Matic, (2020).
2.4 Change Agents
According to Newman, (2019) Costa Coffee’s change process was triggered by external processes, the Covid-19 pandemic has forced Costa to make changes and the use of change agents has been evident. There has been changes in legislation by the Government, changes in technology and changes in strategies, to ensure that Costa can remain competitive even during these tough times. Costa’s leaders are mainly the change agents. After the needs of change have been recognized, the change agents discuss their findings and recommendations with the top management, this is important as it improves the managements understanding of the change. Although these are the main change agents the success of change is determined by the operation of human resources. Costa’s leadership involve their subordinates and they also consider their input in the process as management understand there could be tensions building and they confirm to them that they are part of the change process. 
Hayes, (2010) maintains that when undertaking changes Costa face challenges from staff resistance and changes in organizational culture, even though Costa has an organizational culture that supports change Costa addresses all internal and external challenges to the change before the change is fully implemented between leadership and their change agents.
Change agents have a very important role in the implementation of change, they have a responsibility from the planning stage through to the execution of the change. Their performance is based on the success of a change implementation. Therefore, they are accountable and are being evaluated on change implementation success. Change management of a transformational change require highly skilled people, making certain you have the right number of change agents with the necessary skills doing the right tasks can make all the difference between success and failure. Costa believe that often some organizations wait too late in the change cycle to identify and train their change agents, which is why Costa believe that they should be put in place at the start of the change process when there is much work to be done early on in the planning stages of change management, also this is when resistance can set in and early allows the change agents to manage resistance. Although Costa manage from a top-down implementation takes place at the local levels in stores, it is a must that you have local level change agents with the desirable skills in place, this also helps the leaders identify where the areas impacted by the change are going to need their change agents. Alsher, (2016).
There was resistance to the changes at Costa this was from an internal perspective from the staff at Costa as they were skeptical of how they would be able to remain giving their normal service as there was now additional duties that staff needed to adhere to on top of their usually hectic daily routines. Also, staff had concern’s that they were putting themselves at an increased risk of contracting coronavirus themselves from customers that may be infected without any symptoms. The staff at Costa did eventually adapt to the changes, this was when extra safety measures were put in place for extra safety such as screens, visors and safe distance measures, this gives them some confidence and reassurance that the changes could work.
As well as resisters all businesses need advocates, Foote, (2020), describes then need for advocates in comparison to the idea if you could imagine that you could clone yourself and be free to place your clones across the organisations every part through the change and performance management well, you don’t need to as advocates help to drive individual change that produces results. Internal advocates help drive individual change, working at the team level and have the ability to take on the workload of a small army, keeping the momentum of the cultural shift being made through change management.
Advocates are expected to be those who positive about the changes that are being proposed, but Costa believe you should also aim to recruit some tough cookies such as resisters to upskill then turn them into advocates this will give you a much stronger team. Costa have Senior advocates and team advocates; the senior advocates encourage the team to contribute to communications as they pass on all the information to all staff throughout the change period which is vital. In turn team advocates can teach their teams, participate in communications, give their suggestions, be productive, and supportive, and Costas beliefs in this approach ensure they remain operational during these tough times.
2.5 Organisational Culture
Coffee culture is a big part of our society, but this has been reduced when it comes to coffee shops but that being said coffee cultures are still going strong as there has been a rise in online and supermarket sales for costa coffee and Costa have expanded their express coffee machine due to the demand and this has seen survey results as one of the most popular walk-up and takeaway business in the time of the Covid-19 pandemic. Although the pandemic is still having a huge impact on the coffee industry, its farmers, and producers of the coffee it still remains to be seen what the long-term impact will be and if Costa’s culture will ever fully return to normal. Ferreira, (2020). 
Costa Careers, (2021) states that “At Costa Coffee, we advocate passionately for inclusion and diversity and believe that everyone should be able to bring their whole selves to work. From team members to board members, we celebrate individually and encourage a community where everyone is welcomed and free to be themselves. They also pride themselves on their values of passion, warmth, respect, sincerity, courage, trust and determination.
The cultural web, developed by Gerry Johnson and Kevan Scholes in 1992, it is a tool used to map an organisations culture and to understand the different influences that affect organisational culture, and it looks at changing an organization’s culture. This analysis of the cultural web on Costa coffee is the evidence the researcher found, and each section has seen changes or there are changes to be made to improve their company culture. 
Cultural Web on Costa Coffee
STORIES – There are many stories on Costa Coffee, but this story is one with the biggest change Costa has faced is selling their company to the Coca-Cola Company. Both are massive brands globally and this deal produces huge opportunities for both. Coca-Cola bought out Costa for £3.9bn in the quest to make their company a ‘Total Beverage’ company and have combined their cultures and support Costa’s culture and respect their heritage.
SYMBOLS – Today almost everyone is able to recognize the bold sign of Costa Coffee, but not many will know that this isn’t their original logo it only changed to this design in 1995. Costa previously had a different logo between 1971 and 1995 and it was a sign that had bold lettering, the O in Costa was replaced by a coffee bean wearing a straw hat and that was placed on a white background, although this was bold and elegant, it doesn’t stand out as much as their bold sign today, this was a big change for Costa.
POWER STRUCTURES – Costa changed their long-standing CEO Dominic Paul in December 2019. Their new CEO is Jill McDonald former Marks & Spencer boss. Costa has a slight Hierarchical structure consisting of 4 tiers.
ORGANISATIONAL STRUCTURES – Costa’s organisational structure consists of the newly appointed CEO Jill McDonald at the top, then there are 3 vice presidents followed by store managers. There are no longer deputy managers since Covid-19 so the next level right at the bottom are their barristers. This is a poorly designed structure for such a large company, this is where they could look to make changes to strengthen their organisational structure.
CONTROL SYSTEMS – Costa state they are committed to their staff development and believe in rewarding their staff for their commitment to them, offering great bonuses, Training, 24/7 free counselling service, free drinks, and staff discount on other purchases as well as great holiday benefits to support and encourage their staff. Staff at Costa have reportedly stated that they get little to no training, they are expected to work long hours leaving them exhausted, and also receive very little help from store managers. This indicates that Costa need to implement change to improve these conditions.
ROUTINE AND RITUALS – Costa have daily routines to adhere to, the routines are fast paced, hard work, and stressful, but Costa insists you must still show a big smile to customers as they are the public face of Costa Coffee. Costa believe their staff should always show passion and have the rituals of welcoming every customer with the same passion.
Conclusion
To conclude this report the change management consultant identified that a very successful business such as Costa with big revenues and a large market share have still been affected by the covid pandemic with the loss of profits it has lost a large number of employees which was necessary in order for the company to continue through the pandemic. However, Costa has seen some success through their click and collect and delivery services through the app and their express machines has also been a big success. As there was resistance initially, Costa performed a SWOT and Pestle analysis to establish its internal and external environment as previously there wasn’t sufficient analysis of these to implement a fully successful change process. The conclusions showed that with the use of change agents and advocates Costa were able to implement changes effectively. However, it was recommended that Costa give their employees some change management training to allow Costa to deal with constant changes during the pandemic as this is expected to continue for some time. Also, recommendations were made to use the Kotter’s 8 stage model as its effective in the planning stages which is where Costa was just lacking additional support and insufficient analysis to plan successfully. The 3-step model and force field analysis proved successful in their progress so with the appropriate planning this would benefit Costa further.


Recommendations
	Area of development to improve change planning and implementation
	Actions to be undertaken
	Priority high/med/low
Why?
	Support and development
Internal/ External
	Review Dates and Decision
	Other Comments

	Staff Training
	Change Management Training for all Staff
	 High priority as Covid-19 is bringing constant changes which affect all staff and as there is no deputy managers anymore so the manager would gain support through all other employees
	External support to train leaders and managers. Internal- leaders and managers can then train their teams and extended teams effectively through the change process
	Monthly reviews to start with, then review further issues and refresher sessions
	It would be more cost effective to pay for leaders and managers training and then they hand down training to all other members, rather than the cost of training all staff which would be very costly

	Change their current Change Management Model
	Try using the Kotter Model as a Change Management Model as this model is very effective in the planning stages of change
	Medium priority as it is not urgent as they currently have a change management strategy in place. However, this would be something to try to see if it benefits them more
	Internal support is required to plan through the 8 stages and put the model to use
	Review once the 8 stages are completed and then review each time there is a change also, a monthly check up would be advisable to review how well it is working
	Make this a permanent change management strategy if it proves a success

	Growth and Expansion
	Expand their express machines further into supermarkets
	High priority as profits have dropped during the last year of Covid lockdowns, this would start to recoup some profits
	Internal support from the CEO and top management to draw up expansion plans and External support from the supermarkets CEO and management to negotiate a deal
	Review monthly in pilot stores and if successful look to expand to further stores
	Negotiate further contracts to expand in other stores and other supermarket chains







Appendix
	POLITICAL – 
· Government guidelines on social distancing/facemasks/sanitizer
· Track and Trace.
· Number of Customers allowed 
· Closures on Lockdowns
· VAT reduction
· Eat out to help out Government Scheme

	ECONOMICAL – 
· Boosted their Online Platform.
· Created revenue by introducing App ordering for Click and Collect.
· Uber eats to deliver.
· Increased availability of Express machines during store closure


	SOCIAL-
· Covid has changed lifestyle trends (No Socializing)
· Lower Incomes less spending on luxury Coffee
· People Working Remotely

	TECHNOLOGICAL-
· App Upgraded
· Contactless Express Ordering
· Track and Trace System

	LEGAL-
· Legal Compliance with Government Guidelines that have been made Law.
· Fines for noncompliance to guidelines


	ENVIRONMENTAL-
· Products are still sourced sustainably without impacting the environment.
· Covid and Brexit could affect availability of supplies.
· Still recycling same volume of Takeaway Cups






	STRENGTHS
	WEAKNESSES

	· Express Machines
· Eat out to Help out Scheme.
· Delivery for remote workers/People isolating.
· Expanded their Range.
· Healthy Non-Dairy Alternatives
· App Ordering/Click and collect
· Contactless Express ordering
	· High Quality Coffee Beans competitors may be cheaper.
· Low income (less Spending)
· Can’t eat in stores

	OPPORTUNITIES
	THREATS

	· Keep prices low after VAT relief programme finishes.
· Target younger generations as Elder generation shielding (Not Socializing).
· Open more Drive-Thru Stores.
· Remove assistant Mangers to recoup losses.
	· Competition from competitors with lower prices.
· Staff Reduction
· Lower Opportunities for Growth
· Further Lockdowns with full store closures.
· Recession
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