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[bookmark: _Toc133943044]1. Introduction
The major marketing activities performed by the marketing department of an organisation significantly contribute to the value creation factor and acceptability of the brand among potential consumers. The study focuses on analysing the overall business environment for Costa Coffee in terms of the impacts of both external and internal environmental factors. The business environment for Costa Coffee will be evaluated by using several frameworks such as “SWOT analysis”, “PESTEL analysis”, “STP analysis”, analysis of “Porter’s five forces” etc. The role of marketing along with other key influencing factors will also be evaluated. Based on the analysis, a few recommendations will also be provided on how the company can enhance its sustainability and profitability over time along with creating value among consumers.
[bookmark: _Toc133943045]2. PESTEL analysis
PESTEL analysis provides an effective framework which helps to identify the significant impact of several macro external forces on the overall business of an organisation (Çitilci and Akbalık 2020). The PESTEL analysis of the coffeehouse chain and allied industry in the UK is provided below:
	Factors
	Details

	Political 
	1. The impact of political influence is high on the business environment of a specific industry. The “political stability index” in the UK is 0.54 which indicates that the country is comparatively politically stable (Theglobaleconomy.com. 2021).
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Figure 1: Political stability in the UK
(Source: Theglobaleconomy.com. 2021)
2. Along with “geopolitical stability”, tax policies, trade restrictions and frequency of the events like violence and terrorism also impact the business environment of a country. The events of terrorism are comparatively low in the UK (Tradingeconomics.com. 2021). 
3. The food-related industry also needs to adhere to the safety guidelines and protocols given by the relevant authorities. 
4. Sudden situations like “Brexit” or the “global pandemic” can significantly impact the business scenario. 

	Economic 
	1. The UK has experienced the highest rate of "inflation" in the past 41 years in recent times which negatively impacted the economy of the country (Cnbc.com. 2022). The high level of "inflation" also contributed to the increased price of essential commodities and food items. 
2. The economic crunch and high inflation are associated with diminished "disposable income" among the individuals in the country (Habanabakize 2021). A low level of "disposable income" would lead to reduced expenditure on non-essential items like drinking coffee at coffee shops and related places. 
3. The GDP of the country also significantly contribute to the economic environment of a country. The GDP of the UK is 3,131,377.76 million (Data.worldbank.org. 2021). The GDP of the country increased by 0.4% in January 2023 compared to the previous quarter (Ons.gov.uk. 2023). 

	Social 
	1. The cultural trends and food habits significantly contribute to the impact of social factors on the overall coffee shop industry in the UK. The coffee shop and allied industry have established a market worth $15 billion in the UK though studies show that 73% of UK citizens prefer homemade and instant coffees over coffees at coffee shops (Cbi.eu. 2022). 
2. It has been observed that the awareness about health consciousness is increasing significantly among the citizens of the UK (Statista.com. 2022). It can restrict them from having coffees containing high sugar and high level of calories. 
3. The data shows that seven in every ten adults in the UK are inclined toward healthy eating and an overall “healthy lifestyle”, especially after the “healthcare burden” experienced during the “global COVID-19 pandemic” (Gov.uk. 2021). 

	Technological 
	1. Advanced technology and innovation can be utilised to make a significant improvement in the specified industry. The increased popularity of e-commerce and digital platforms also enhanced the use of placing orders through mobile apps or websites. The use of online payment methods also enhanced the convenience factors for consumers. 

	Environmental 
	1. An increased awareness of “environmental sustainability” has been observed among consumers in the UK (Wang, Ma and Bai 2019). The issues like climate change, natural calamities, and carbon emissions need to be considered in the specified industry as well to maintain the sustainability of the business. Thus, the companies need to adhere to the "environmental guidelines" and focus on diminishing "carbon footprints" in the environment. The companies should also focus on effectively managing waste by adopting several measures such as eliminating the use of "single-use plastics". 

	Legal 
	1. The companies need to pay the “sugar tax” in the UK which was introduced to diminish the tendency of individuals to consume sugar-rich high-calorie foods (Véliz et al. 2019). 
2. The organisations within the specified industry need to follow all the legislation related to "food safety" along with other mandatory guidelines of the country such as "minimum wage law", "labour law" etc. 


Table 1: PESTEL analysis 
(Source: Self-developed)
[bookmark: _Toc133943046]3. Porter’s five forces analysis 
Analysis of the impacts of Porter’s five industrial forces helps to recognise the “competitive positioning” of an organisation within the competitive business environment (Isabelle et al. 2020). 
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Figure 2: “Porter’s five forces”
(Source: Self-developed)
The analysis of the forces for Costa Coffee is given:
The threat of new entrants: Taking entry into the food and beverage industry, especially in the coffee shop segment requires a moderate level of financial investment. Thus, the impact of this force is comparatively high as the newly emerging companies can attract people by embedding innovative strategies despite the highly competitive market. Thus, Costa Coffee should focus on its pricing strategies along with creating a value proposition for the customers.
The rivalry among existing competitors: The coffeehouse chain industry in the UK is highly competitive with the presence of many leading market players which creates a high impact of this force on Costa Coffee. Starbucks, Tea Garden, Oretta, Wenheyou etc. are some of the major competitors of Costa Coffee in the context of the UK coffeehouse chain (Craft.co. 2023). 
The bargaining power of the suppliers: The companies working in the coffee shop industries in the UK need to source the best quality coffee beans from some of the specific suppliers of Ghana, Ethiopia etc. (Chemura et al. 2021). Thus, it contributes to a high level of negotiating power with the suppliers. Though Costa Coffee has established a good relationship with its suppliers, issues in the supply chain can occur at any time. 
The bargaining power of the customers: The switching cost of this industry is comparatively low which provides a high level of bargaining power to the customers (Muller et al. 2020). The presence of many options in the market also significantly increases the strength of these force in the specified industry.
The threat of substitutes: Being a food and beverage item, coffee is associated with the drinking habit and cultural aspects of individuals in the UK as well. Thus, similar products can also create the same type of value proposition as Costa Coffee. Thus, the impact of this force is moderate. 
[bookmark: _Toc133943047]4. SWOT analysis
The SWOT analysis of an organisation helps to recognise the potential opportunities and threats along with identifying the weaknesses and strengths of the organisation (Benzaghta et al. 2021). 
	Strengths 
	Weaknesses 

	1. The second largest “coffeehouse chain” in the world
2. The largest organisation in the coffee chain in the UK
3. Brand Reputation
4. Loyal customer base
5. Skilled employee base 
6. Diversified portfolio
7. Superior quality of service
8. International presence 
9. Strong support of parent brand Coca-Cola after the acquisition (Businessinsider.in. 2018)
	1. Limited presence in other markets except for the UK as the majority of the stores are based in the UK (Business-standard.com. 2018)
2. Premium price
3. Ineffective strategy for marketing
4. Significant decline in sales due to increased “health consciousness”.
5. Difficult to maintain “competitive advantages”.
6. High-sugar items
7. Inadequate advertisement and promotion 

	Opportunities 
	Threats 

	1. The acquisition of “Coffee Nation” by Costa Coffee can boost the business as increased tie-ups with corporate events for providing “coffee vending machines”. The opportunity can be leveraged to expand the business on a global level as well. 
2. Leveraging the emerging economies of South-East Asia, Africa etc. for attracting more consumers (Pramudita 2022). 
3. Strategic alliance or a merger with localised businesses to expand the business. 
4. More aggressive marketing 
5. Introducing “healthy options” for health-conscious consumers.
6. Embed advanced technology to analyse trends. 
	1. The increased dominance of Starbucks
2. "Cultural aspects" and preference for tea over coffee in many areas
3. High inflation in the UK (Ft.com. 2022)
4. The issue in the supply chain due to the ongoing conflict between Ukraine and Russia
5. The increasing cost of raw materials
6. Increased competition in the market 


Table 2: SWOT analysis
(Source: Self-developed)
[bookmark: _Toc133943048]5. Advantages and disadvantages of SWOT analysis
“SWOT analysis” effectively helps in the strategic planning of an organisation by providing a structured framework for evaluating external and internal factors affecting the business. It also helps to recognise the areas for farther improvement and develop a strategic plan based on it (Putra and Suseno 2022). The evaluation of several internal factors such as capabilities resources and competencies of an organisation the weaknesses and strengths of the company are identified. The analysis helps to leverage those capabilities to gain a competitive advantage in the highly competitive business scenario. Moreover, recognising the potential opportunities in terms of market regulatory changes and level of competition help the company to grow over time. 
On the other hand, recognising the threats that are detrimental to the business helps organisations to work on those areas to avoid those. SWOT analysis also has some drawbacks such as it can lead to incomplete information or bias due to relying on the "subjective opinion" of individuals (Schupp et al. 2021). SWOT analysis also does not help in prioritising the identified areas for further improvement. It provides limited perspectives and inadequate critical evaluation of the situation which creates difficulty in planning long-term initiatives. Specific recommendations are not provided through this analysis which makes it difficult in translating the challenges into actionable steps.
[bookmark: _Toc133943049]6. STP analysis
Segmentation 
	Demographic
	Psychographic 
	Behavioural 
	Geographic 

	Age and gender: Young adults, both male and female in the age bracket of 18-45 years, who are tech-savvy and lead an active lifestyle. 
Income and occupation: The moderate to high-income category with a high amount of disposable money in their hands. Occupation wise it targets working professionals, students, entrepreneurs etc. 

	People who have a busy and active lifestyle with a social and outgoing personality. On the other hand, people who prefer sustainable businesses. 
	This segmentation is based on how frequently a person consumes coffee or other beverages on a day along with analysing the preference for coffee over tea. 
	Mainly urban areas and the heart of the cities where the demand for coffee shops is high. Then the brand can expand this segment based on the popularity trends. 


Targeting
Focusing more on the behavioural and demographic segmentation of the potential consumers will be helpful for Cosa Coffee as it would help to cater for a large segment of the population and identify their patterns.  The people who are interested in superior quality “coffee experience” can also be targeted through the project. 
Positioning
The company differentiate itself from competitors by creating a comfortable ambience, offering high-quality coffee to customers, and offering other confectionary items such as pastry, smoothies, sandwiches etc. as a part of its "points of differentiation". On the other hand, Costa Coffee also shares several similarities with its competitors as "points of parity" such as coffee drink options, loyalty programmes etc. 
[bookmark: _Toc133943050]7. The marketing mix strategy
The company should take a positioning strategy to make differentiation from the competitors by offering a unique coffee experience through superior quality beverages, service and ambience respectively. 
The 4Ps of the “marketing mix” for Costa Coffee are given:
	Product 
	Wide range of coffee drinks such as cappuccino, espresso, flat white and latte along with savouries such as sandwiches, pastries and limited-edition occasional items.

	Price 
	Costa Coffee uses competitive pricing with the other potential competitors which also varies with location and product (Kee et al. 2021). "Costa Coffee Club", a loyalty program is also effective for retaining consumers. 

	Place 
	Stores with superior ambience in many parts of the globe focusing on high streets, urban areas, hospitals, airports etc. 

	Promotion 
	Leveraging various marketing channels such as offline print media, social media, advertisement in digital platforms etc. 


[bookmark: _Toc133943051]8. Conclusion
The external and internal business environment of Costa Coffee has been analysed along with identifying the areas which need improvements. The potential opportunities for the brand to expand its business are also addressed. The effective targeting and positioning of the brand along with marketing strategies in terms of the 4Ps of the “marketing mix” are also provided. 
[bookmark: _Toc133943052]9. Recommendations for the future
R1. Costa Coffee should enhance its sustainable activities to attract more potential consumers who are concerned about environmental sustainability. 
R2. The brand should enhance its “digital presence” and interaction with its customers. 
R3. Leveraging the emerging markets and not only focusing on the UK market for revenue. 
R4. Costa Coffee should introduce “healthy options” and promote those to attract health-conscious consumers. 
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