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Executive summary. 


The purpose of this report is to explore the factors impacting Starbucks in the UK to their new CEO. This report is a wide one focusing on both internal but most importantly the external factors that have significant impact on the company. 
In addition, this report will further include some recommendations that could be put into practice to alleviate any detrimental factors to ensure effective functionality and profit maximisation in the company. 

The report concluded with a summary of the findings and any related recommendations for a smooth running of Starbucks as a profit driven business in the United Kingdom 
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Introduction 

Starbucks is an American company  that operates the largest  coffeehouse and one of the most recognisable brands in the world ( Bondarenko, et al, 2024).
Established in 1971 in Seattle Washington, the company more than 35000 stores across 80 countries (as of 2022). 
The company was first introduced in the UK in 1998 and operates about 695 stores across the country with over 8670 employees (as of 2023).
When discussing and exploring Starbucks as a business in the United Kingdom, different strategic tools can be used to analyse the data and help to make critical and audited findings. With regards to Starbucks UK, there are a number of factors that impact the business and these can be analysed basing on their source, these factors are both internal and external and different tools can be used to help with this analysis. 
When exploring the internal factors impacting Starbucks, the SWOT analysis tool is best suited for the purpose, this stands for the strength, weaknesses, opportunities and threats of a business. 
However, in this report, emphasis has been given to the external or macro factors impacting Starbucks in the UK and the PESTLE analysis tool is the one to be used alongside other theories in discussing these factors.
The PESTLE analysis is a ‘tool that can be used to identify and analyse the key drivers of change in the strategic or business environment’ (De Costa, 2018).
PESTLE stands for Political, Economical, Social, Technological, Legal and Environmental factors. The PESTLE is easy to implement and is very accurate and understandable and things that are easy to understand are more likely to be executed successfully  (Parikh, 2017).

Findings 

Having used PESTLE analysis tool as the basis of analysing the factors impacting Starbucks in the UK, the following was discovered as discussed below. 
Political 
The political factors that are impacting Starbucks in the UK include, the taxation policy and labour laws. The UK Starbucks stores operate on a US license making them a US company. The taxes paid on profits go to the US government rather than to the inland revenue. 
(Brodowicz, 2024) In 2005, the group paid only 8.6% taxes on its revenue of £253.1 million in the U.K. Instead of being taxed on its profits, Starbucks pays a fee to the Dutch company to use the Starbucks brand, which is then moved out of the U.K., making the company an easy target for protestors. 
In addition to the political factors, sourcing of raw materials is yet another significant factor. Locus (2018) states that the company wants to abide by the current environmental legislations whilst also providing fair trade prices.
Economical 
With regards to the Economic factors, findings state that Starbucks offers an exclusive benefits package for both full-time and part-time employees.
(Taryn, 2024) the package includes medical, dental, mental, vision and short-term disability insurance, as well as paid vacation, paid holidays, mental health/ chemical benefits, an employee assistance program among others. 
However, it also recognises that this scheme has associated weaknesses. On one hand, the economic and tax implications are rather deterring. On the other hand, the benefits package provides employees with incentives which improves on employee retention and reduces dropout leading to efficiency in services leading to profit maximisation. 
Social 
Analysing the Social factors,  maintaining the work-life balance, changing family and work patterns, drastic lifestyle changes play a significant role in successful functionality of a business (Locus, 2018). There’s a likelihood that coffee companies will sell coffee to their target market.
De Costa (2018) identifies that the continuously changing customer preferences and the population increased concern health leading to a reduction in product consumption. This is so big threat as the coffee industry as it directly impacts on the sales.
Technological
Technological factors also form a significant portion with regards to the factors impacting Starbucks in the UK. 
(UKEssay, 2018) use of various new and innovative technology leads to improvement in services at the cafe. There are various agricultural and biotech development which has led to fast growing of coffee plants. Various technologies are being used to minimize the labour cost and save time. In addition, introduction of digital menus and card payment modes has increased customer experience. 
However, this has negativity impacted the job market as it leads to a reduction in the number of employees in the long term. 
Legal
The legal list of legal factors affecting or most likely to impact Starbucks are the health and safety legislations, the importance of the consumer law, legal policies on environmental conservation such as recycling waste,  using biodegradable materials.
One of the policies is to do recycling of the waste material which is collected in tons every day. Starbucks is trying to do the best for the environment by the use of cups which can be easily recycled or reused (UKEssay, 2018).
Starbucks must obtain the necessary licenses and permits to operate its stores in different parts of the country. These requirements may vary depending on the location, and failing to comply can result in fines or other penalties (The Strategy Story, 2024).
Environmental
(Makos, 2024) Many Starbucks business practices concern activists and international advocacy groups. Even the consumers have expressed issues. So, the company should take these into account to continue holding consumers’ trust. 
The company can work on recyclable packaging which can be environment-friendly. They can support social and environment-related campaigns, which can be a fair opportunity to promote their business (EdrawMax, 2024).

Recommendations 
Using Porters five forces analysis of Starbucks, having critically analysed the Pestle factors impacting Starbucks in the UK, some recommendations have been established that would help with the smooth running of the business, these are discussed below. 
(Greenspan, 2024) Through Michael E. Porter’s Five Forces analysis model, Starbucks’ industry environment is evaluated based on external factors that define the competitive landscape.

Using the external business environment as described in the Five Forces analysis model by Porter, Starbucks should strategically focus on maximising it’s strength and competencies. For instance, the coffeehouse can implement strategies to make the brand strong to battle the competitive rivalry in the market. 
(Greenspan, 2024) The other recommendation based on the Five Forces analysis that Starbucks could adopt is to increase the coffee company’s marketing aggressiveness to attract and retain more customers despite the force of substitution, competition and new entry. 
This can be achieved by establishing large number of coffeehouse and food supply firms, moderate variety of businesses and low switching costs. 

Conclusion 

In conclusion, having critically analysed and discussed the PESTEL analysis of Starbucks in the UK, it’s very important to note that these factors are macro and affect nearly if not all businesses operating in the diverse market. 
 This is either directly  in terms of sales dropping or increasing through the economic uncertainty, to indirectly.  However,  despite the challenges, it’s rather important to also note that these have or could be taken advantage of to make them more sustainable and profitable. 
 For example, for the high competition faced from the small coffee businesses, Starbucks can effective out compete them. 
According to (Greenspan, 2024), small local coffeehouses typically don’t have the resources to develop their brands to directly compete with the Starbucks brand.
Hence despite their continued existence, Starbucks has continued to thrive alongside them, they’ve rather provided them with a basis for customer preferences and choice.










References 

Bondarenko, Peter , Petruzzello, Melissa and Montevirgen, Karl. “Starbucks.” Encyclopedia Britannica, 3 Dec. 2024, https://www.britannica.com/money/Starbucks. Accessed 6 December 2024.

Brodowicz (2024). PESTLE analysis of Starbucks in UK, June 4th 2024. Available at : https://aithor.com/essay-examples/pestle-analysis-of-starbucks-in-the-uk
De Costa. ( 2018). Components of Pestle analysis. Available at 
https://www.brighthubpm.com/project-planning/51754-components-of-a-pestle-anaylsis/ 

Locus, S. (2018). Advantages and Disadvantages of Pestle Analysis. Available at: https://www.letslearnfinance.com/advantages-disadvantages-pestle-analysis.html 


EdrawMax
A Pestle analysis of Starbucks 
https://www.edrawmax.com/article/starbucks-pestel-analysis.html 

(Makos,J 2024).  April 14 2024
https://pestleanalysis.com/pestle-analysis-of-starbucks/


Taryn (2024). Pestle analysis of Starbucks in UK.
https://edubirdie.com/docs/university-of-memphis/engl-2045-introduction-to-literature/97669-pestle-analysis-of-starbucks-in-the-uk 





image1.jpeg
Prifysgol Cymru
Y Drindod Dewi Sant

University of Wales
Trinity Saint David




