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[bookmark: _Toc26869]1.1 Executive Summary
This report applies four key analytical frameworks to Starbucks’ business operations in the UK to provide relevant strategic analysis. They are the PESTEL, Porter’s Five Forces, VRIO and the SWOT. First, the PESTEL model is used to analyse the six key macroeconomic factors influencing Starbucks’ operations in the UK market, namely political, economic, social, technological, environmental and legal factors. These elements are used to identify external opportunities and risks related to the British economy, management and culture. Second, Porter's five-force analysis can understand the threat of Starbucks’competitiveness, competitors, suppliers, customers and substitutes in the UK coffee market from five aspects. Third, The VRIO model analyses the competitive advantages of Starbucks in the UK from the valuable, rare, difficult to imitate and organised. Finally, use SWOT model to summarise the key conclusions of the first three models, and analyse the internal advantages and disadvantages of Starbucks in the UK and the external opportunities and risks faced by the company. Overall, Starbucks UK combines brand strength with rising external pressure.


[bookmark: _Toc6810]2.1 Introduction

This report uses four complementary strategic frameworks to analysis Starbucks UK from external and internal perspectives. They are the PESTEL analysis, Porter’s Five Forces model, the 7Ps marketing mix and the SWOT analysis. PESTEL model examines the macro-environment, Porter’s Five Forces examines the micro-environment and industry structure, VRIO analysis is used to assess whether internal resources can create sustainable advantages. And SWOT model will integrate the main internal and external investigation results into a comprehensive strategic perspective(Yuksel, 2012; Porter, 2008; Barney, 1991; Gürel and Tat, 2017). Overall, these frameworks improve theoretical balance by interpreting market evidence through established concepts.


Scrape Hero(2025) reports Starbucks currently has about 1,421 stores in the UK. The market report indicates the British coffee market is worth about 10 billion pounds and there is still room for improvement (Mintel, 2025). A news report shows that Starbucks UK announced a decline in capital revenue and a pre-tax loss of 35.2 million pounds in 2024. In short, Starbucks is opening a new store to occupy more market share. Although its revenue has declined, it does not affect its continued expansion of business. The brand’s customer loyalty, digital tools, and its well-known “third place” concept are clear strengths, but its weaknesses are also apparent, such as high prices, uneven store coverage, and intense market competition, especially from rivals like Costa, Greggs, McDonald’s McCafe, and numerous small independent coffee shops. This findings offer useful lessons for pricing, product design, digital development and implementation.


[bookmark: _Toc22607]3.1 PESTEL Analysis: UK Macro-Environment

PESTEL is a macro-environmental framework used to identify a wide range of external factors that affect the strategy but are mainly beyond the control of the management level. By integrating political, economic, social, technological, environmental and legal factors, it provides a structured interpretation of the broader environment in which enterprises operate(Yuksel, 2012).


[bookmark: _Toc27510]3.1.1 Political

Importantly, its current daily operations are not affected by domestic political turmoil or recent policy changes in the UK. Due to Brexit, the transportation time of most goods is a few days longer than before Brexit. Coffee shops usually reduce the frequency of imports and increase the purchase volume, so the cost of the coffee industry has risen (United Baristas, 2022).Profits are affected by many factors, such as taxes. According to the financial data of Starbucks in 2024, it paid 1 million pounds in corporate tax, while it paid 7.2 million pounds in 2023. This means that the company lost money in that tax year (Starbucks, 2024). Overall, Brexit and tax pressures increase operational complexity.
[bookmark: _Toc16541]3.1.2 Economic

Starbucks states that one of the main reasons for the decline in sales in 2024 is the decrease in consumer spending due to rising costs of living (Starbucks, 2024). Many customers will not pay for high prices as before, and the number of times they spend on Starbucks has also become lower. In addition, there are data showing that the prices of many foods in the UK are unstable due to inflation, including milk and coffee (Energy and Climate Change, 2025). Many former loyal customers choose to go to the supermarket to buy coffee or buy substitutes in cheaper chain stores. Therefore, weaker spending chanllenges Starbucks’ premium pricing.

[bookmark: _Toc31489]3.1.3 Social

today, lots of people are posting their health details on social platforms. A study found that British consumers have a unique preference for oat milk, and the proportion of choosing oat milk in coffee shops has increased by about 3% (World Coffee Portal, 2024). In a word, healthier and more sustainable choices increasingly shap demand.
[bookmark: _Toc11583]3.1.4 Technological

Starbucks has a very special application in digitalisation, introducing a reward mechanism. The most special thing is that it integrates the reward mechanism into the payment function. As surveyed, through the reward program, the number of Starbucks members has increased, and its sales have also increased by 40% ( H and Alumni, 2020). The proportion of non-cash payments in the UK is constantly updating. Competitors also use technology to enhance customer retention, as demonstrated by Costa’s expansion of its loyalty program to the Express machine(QSR Medium UK, 2018). Overall, digital convenience is becoming an industry expectation.
[bookmark: _Toc1396]3.1.5 Legal

British food law stipulates three core responsibilities of food business operators: it is strictly forbidden to add harmful substances to ensure that the quality is consistent and the description and display are true. It also emphasizes the need to indicate allergens, calories, shelf life labels and other requirements. In addition, there are also strict requirements for food packaging materials. Environmentally non-polluting packaging materials should be used to reduce waste (Food Safety Act 1990, 1991). These regulations may increase the cost of the enterprise.

 Everyone needs to abide by laws and regulations. If Starbucks fails to comply with these laws and regulations, the company may face huge fines and seriously damage and its public image, which is not good for its business development. Consequently, legal compliance protects both performance and reputation.
[bookmark: _Toc13944]3.1.6 Environmental

Environmental conditions directly affect coffee supply. The Climate Centre (2026) reports that 97% of the world’s coffee-producing areas experienced extreme heat between 2021 and 2025, threatening harvests. At the same time, environmental performance affects brand legitimacy. Although Starbucks has promoted green values, its cup reuse rate has been criticised as low compared with rivals such as McDonald’s (MacKerron, 2018). Therefore, Stronger recycling and packaging practices are important as well as environmentally necessary.
In conclusion, the PESTEL analysis shows that Starbucks UK faces a more cost-sensitive, regulated and sustainability environment.
[bookmark: _Toc9011]4.1 Porter’s Five Forces: Industry Competitive Pressure
Porter’s Five Forces is a micro-environment framework explaining how rivalry, new entrants, supplier power, buyer power and substitutes shape competition and long-run profitability (Porter, 2008). In this report, the model is applied to the UK branded coffee market to assess the immediate pressures around Starbucks and to clarify why pricing, differentiation and margin protection remain difficult despite the firm’s scale.
[bookmark: _Toc6047]4.1.1 Competitive Rivalry: High

 According to World Coffee Portal's latest “Cafe Project” report, Greggs has about 2,737 stores in 2026, becoming the largest brand coffee operator in the UK. Costa Coffee has become the second largest British coffee brand, and the status of Starbucks remains unchanged (World Coffee Portal, 2026). This confirms that rivalry in the UK coffee market is intense. 
4.1.2 Threat of New Entrants: Medium-Low

It is hard for new coffee brands to access the UK coffee market. Small independent coffee shops do not need much money to start. But it is very difficult to build a big chain like Starbucks. So many new small coffee shops will keep opening. In short, scale entry remains difficult, though local independents can grow.
[bookmark: _Toc7343]4.1.3 Bargaining Power of Suppliers: Medium

As one of the world’s largest buyers of high-quality coffee, Starbucks has a lot of orders, because reducing the bargaining power of suppliers. In particular, Starbucks participated in the “coffee and farmers fair practice” certification and only purchased coffee from farms that have obtained this certification(Michelle Burns, 2025). Briefly, Starbucks limits supplier pressure through scale and sourcing rules.

[bookmark: _Toc28661]4.1.4 Bargaining Power of Buyers: High

 There are many coffee brands, and customers will have many choices. They may choose other brands. In addition, low-priced alternatives are now the choice of more and more people, such as instant coffee, self-service coffee and other drinks in local cafes (Greenspan, 2025). Therefore, the unstable choice of customers leads to their strong bargaining power. 
[bookmark: _Toc29301]4.1.5 Threat of Substitutes: Very High

A survey pointed out that due to the impact of the COVID-19 pandemic, home coffee culture has become popular. Many people are more willing to buy home coffee machines, make their own coffee and enjoy the process (Grant, 2020). Hence, cheaper alternatives make substitution a major threat.
To sum up, the five forces indicate high competitive pressure and limited room for pricing power in the UK market.
5.1 Internal Analysis and Theoretical Discussion: VRIO

Internal analysis is necessary, because external market pressure alone cannot explain performance; the resources and capabilities controlled by enterprises are also different. The VRIO framework assesses whether these resources are valuable, scarce, difficult to imitate, and whether they are effectively organised, thus indicating whether the advantage is temporary or sustainable (Barney, 1991). It is reasonable to apply VRIO to Starbucks UK, because the company not only has the top three positions in the market, about 1,421 British stores, strong brand loyalty, and an application-based incentive mechanism that previously supported member growth and sales, but also has recently come out despite continuous expansion. Therefore, the following analysis not only evaluates brand and service resources, but also evaluates a wider range of internal conditions, such as digital capabilities, operational consistency, market position and financial performance.
[bookmark: _Toc19187]5.1.1 Value

Starbucks in the UK can provide customers with a variety of choices, such as hot and cold drinks, seasonal special drinks, snacks and vegetarian dishes. This diverse combination can bring customers a free choice experience. Starbucks’“third space” provides customers with comfortable seats, free Wi-Fi, branded cups, and the coffee fragrance in the store gives customers a quiet and comfortable environment. What is more, pre-ordering through the application can reduce the waiting time for customers, which brings a convenient experience to consumers. Overall, variety, ambience and convenience create customer value.
[bookmark: _Toc25260]5.1.2 Rarity
[bookmark: _Toc13397]Starbucks calls employees“partners”. The friendly name gives employees respect and equality, makes them feel warm and improves work efficiency. Besides, its brand has great influence around the world, and the barista training process is rare in the crowded coffee market in the UK. Stores are concentrated in the city centre, shopping malls and transportation hubs, and few competitors can compare with its scale. Thus, partner culture and brand scale strengthen distinctiveness.
[bookmark: _Toc16271]5.1.3 Non-imitation
[bookmark: _Toc32044] Its brand culture is relatively long, and supply chain management has advantages. Competitors cannot quickly copy their store design, service standards or intangible brand assets. Therefore, these brand and process assets are hard to copy quickly.
[bookmark: _Toc18087]5.1.4 Organisation
[bookmark: _Toc17075]Strong processes, training, local adaptation and centralised governance keep operations consistent with global standards. Furthermore, The reward mechanism is used by Starbucks to attract customers, and its loyalty program increases the purchasing power of customers. At the same time, connect with different customer groups through seasonal marketing and social platform marketing to spread brand. In brief, these resources are supported by strong organisational systems.
To conclusion, the VRIO analysis suggest that Starbucks has strong capabilities, but these advantages must convert into stronger UK profitability.

6.1 SWOT Analysis: Integrated Internal-External Strategic Position

SWOT is a synthesising framework that combines internal factors, namely strengths and weaknesses, with external factors, namely opportunities and threats, so that strategic issues can be evaluated holistically rather than in isolation (GUrel and Tat, 2017). In this report, the SWOT analysis does not generate separate evidence independently; instead, it integrates the preceding PESTEL, Five Forces and VRIO findings to show how Starbucks UK’s capabilities interact with competitive pressure, changing tastes, regulatory requirements and environmental expectations.

[bookmark: _Toc26312]6.1.1 Strengths

Starbucks havs a large numberof consumers in the UK.
Relying on the incentive mechanism, Starbucks members increased to 35.5 million in 2026, which helped the company maintain sales stability in a difficult market (Starbucks, 2026).
Starbucks’ payment method provides customers with drink preference functions, supports mobile payment orders, and distribution services. 
It launched the concept of “third space” is very successful, providing customers with a place to relax and enjoy coffee.

Although Starbucks’supply chain is relatively complex, the strict management system ensures the quality of coffee for customers.
6.1.2 Weakness

Greenspan (2025) found that Starbucks adopts a high-end pricing strategy to quickly increase profits by taking advantage of consumers' preference for expensive products. Compared with competing coffee brands, it would rather pay high prices than exchange low prices for customer flow.

Stores are not comprehensive, and there are too many stores in some areas, such as the southeast of England. But there are not enough stores in some areas.

The flavour of Starbucks does not match the taste of some British people. According to Starbucks’ internal data in 2025, the favourites of the British are still Latte, Cappuccino and Americano（Starbucks，2025).

Starbucks is mostly high-sugar and high-calorie drinks. This American sweet drink style deviates from the growing trend of healthy eating in the UK(Fiona Briggs, 2025).

The increase in coffee beans, milk, rent and wages has continuously reduced the company’s profits.

6.1.3 Opportunities

Launching a combination of preferential packages and appropriately reducing the price can help Starbucks increase the number of passengers.

Drink innovation, cater to the taste of the British, and develop drinks suitable for local characteristics.

Balance the number of stores in various places and open stores in areas that have not yet been opened in the UK.

Optimise services, such as takeaway. Provide consumers with a comfortable way to buy.

6.1.4 Threats

Starbucks is facing many premium pricing strategy coffee brand competitors and niche coffee brand competitors.

Environmentally friendly packaging materials are what Starbucks needs to improve most, and the strict environmental protection system will also affect the company's operation.

Starbucks is also at risk of being replaced, and home coffee machines are being used by more and more people.

Customers' dietary preferences are aspects that Starbucks in the UK should pay attention to. Food that does not suit the taste will lead to consumer loss.
All in all, the SWOT analysis shows that Starbucks’ strengths are clear, but local adaptation remains essential for sustainable growth.

[bookmark: _Toc3276]7.1 Critical Strategic Evaluation & Lessons for Our Fast-Food Business

According to the 2025 report of Verdict Food service, Starbucks UK will lose a lot of money in 2024. It was once regarded as a powerful flagship brand, but it shrank with the decrease in consumer consumption. We have considered three important reasons why it is urgent that we preach. First of all, there should be two results. Cheap and expensive drinks are provided. Do not pay attention to the taste of local people. Third, the loyalty plan should be simple and transparent. Starbucks provided generous rewards from the beginning, not just participation, thus quickly winning the users of the application. Overall, value, localisation and simplicity are the main lessons.
Starbucks as an environmental advocate, it faces a lot of criticism and other fines if it doesn’t follow environmental regulations. Businesses need to recycle, reduce waste, and better promote their carbon footprint. And Starbucks has a variety of stores in many central areas, but few in some suburban areas. Therefore, sustainability and store balance remain strategic priorities.
[bookmark: _Toc4906]8.1 Conclusion

Starbucks is a British brand with a rich history, loyal customers and innovative products. But it doesn't seem to be prepared to deal with Britain’s current crisis. Despite the increase in the number of stores, rising prices, slowing growth and unbalanced store layout have led to lower sales and losses. The brand needs to adjust the price and make products according to the local market, so as to increase revenue and profits. Like PESTEL analysis, Porter’s five forces, VRIO and SWOT analysis of the marketing mix provide a clear framework for strategic decision-making. In sum, future growth depends on value, localisation and balance.
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