






CERTIFICATE OF HIGHER EDUCATION IN EMPLOYABILITY SKILLS
MODULE: PROBLEM SOLVING AND INNOVATION
MODULE CODE: BMSW4014
ASSIGNMENT TITLE: AN ANALYSIS OF THE FACTORS IMPACTING STARBUCKS IN THE UK.


Table of Contents
Introduction	3
Purpose and aim of the report	3
Organisational Background	3
Findings	3
Utilise the tools taught in the module to identify and analyse factors impacting Starbucks in the UK.	3
SWOT Analysis	3
PESTLE Analysis	4
Porter’s Five Force Analysis	6
Demonstrate an understanding of the tools and include relevant theory to support the discussion	7
Conclusion	7
Recommendations	8
References	10




[bookmark: _Toc184384073]Introduction
[bookmark: _Toc184384074]Purpose and aim of the report
The overall purpose of the report will be to analyse the positioning of Starbucks within the competitive market dynamics of the UK through the macro and micro-environmental analysis framework tools. The report will further aim to evaluate the factors that influence the performance of the organisation to foster strategic recommendations for the new CEO of the company to procure growth and profitability in the long run.
[bookmark: _Toc184384075]Organisational Background
Starbucks is considered a globally recognised chain of coffeehouses, providing a customer-focused experience. The organisation was introduced for customers in the UK in 1998 and presently has multiple stores that further include their own operational locations. Starbucks employs over 15000 staff members who work together to help them generate an adequate amount of revenue in the UK (Starbucks, 2024). This could be reflected in its overall popularity among varied demographics of customers. The organisation has further prioritised sustainability, considering its aim of reducing carbon emissions by 50% by 2030 (Starbucks, 2024). Moreover, the company adheres to various community engagement programs such as the "FoodShare" that helps redistribute excess food towards charity in the UK.
[bookmark: _Toc184384076]Findings
[bookmark: _Toc184384077]Utilise the tools taught in the module to identify and analyse factors impacting Starbucks in the UK.
[bookmark: _Toc184384078]SWOT Analysis
	Strengths
	Weaknesses

	Starbucks is one of the most recognised coffee brands globally with a strong presence in the UK.
	The premium pricing strategy of the organisation can cater to budget-conscious UK customers during a situation of economic strain.

	The company operates over 1,000 stores across the UK, including urban and high-traffic locations, enhancing accessibility.
	The company relies heavily on urban locations, making it vulnerable to reduced footfall due to economic downturns.

	The Starbucks Rewards program engages over 31 million global members, driving customer loyalty (Business Dasher, 2024).
	Global supply chain disruptions, including coffee bean shortages, can impact product availability and operational efficiency.

	Starbucks is known for innovation, frequently expanding its menu to include seasonal drinks and plant-based options, catering to changing consumer preferences in the UK.
	

	Opportunities
	Threats

	There is significant potential to expand drive-thru locations in the UK, where demand for convenience grew by 25% (The Guardian, 2021).
	Starbucks faces intense competition from established UK rivals like Costa Coffee and Pret-A Manger, which compete on pricing and innovation.

	Starbucks can capitalise on the UK’s growing focus on sustainability by promoting reusable cups and ethical sourcing initiatives.
	Rising inflation and economic uncertainties in a country may reduce consumer spending on premium products (Li, 2024).

	Enhanced mobile app features, including personalised offers and simplified ordering, could attract tech-savvy customers and increase digital engagement.
	Increasingly stringent environmental and regulatory policies, such as the proposed latte levy, could elevate operational costs and challenge the organisation’s sustainability goals.


Table 1: SWOT Analysis
[bookmark: _Toc184384079]PESTLE Analysis
	Factors
	Description
	Impact

	




Political
	The UK government encourages business expansion through initiatives like small business grants and tax incentives, benefiting the coffeehouse industry.
	




High

	
	Brexit has impacted trade relations, potentially increasing costs for imported coffee beans.
	

	
	Regulations like the proposed "latte levy" on disposable cups could increase operational costs for coffeehouses (Insider UK, 2024).
	

	


Economical
	The UK coffee shop market was valued at 4.9 billion Pounds (Statista, 2024). This reflects a strong consumer demand despite inflationary pressures for coffee.
	


High

	
	Rising inflation, which hit 6.7% has significantly affected the disposable income for the consumers of the UK within a price-sensitive market (ONS, 2022).
	

	

Social
	Coffee culture is deeply embedded in the UK in consideration of an estimated 98 million cups consumed daily (British Coffee Association, 2024).
	

Low

	
	Flexible work patterns, including remote work, have shifted demand from urban centres to suburban locations.
	

	


Technological
	Digital ordering and payment systems that include mobile apps and click-and-collect services have become essential for customer convenience for various businesses (Wang et al. 2024).
	


Moderate

	
	Investment in AI-driven personalisation, such as tailored offers, has enhanced customer loyalty and engagement.
	

	

Legal
	UK businesses should comply with stringent health and safety regulations in consideration of these food handling and hygiene standards.
	

High

	
	The UK employment laws, such as the policies ensuring fair wages and benefits, further add to operational complexities for coffeehouses.
	

	

Environmental
	Consumer demand for ethically sourced coffee has grown, with certifications like Fairtrade and Rainforest Alliance gaining importance (Jones et al. 2024).
	

High

	
	Recycling infrastructure in the UK remains underdeveloped, challenging efforts to manage coffee cup waste effectively.
	


Table 2: PESTLE Analysis
[bookmark: _Toc184384080]Porter’s Five Force Analysis
	Factors
	Analysis
	Impact

	Competitive Rivalry
	The UK coffee market is highly competitive, with Costa Coffee leading with a 33% market share, followed by Starbucks at 24% (Statista, 2024).
	High

	Threat of New Entrants
	New entrants often differentiate through niche offerings, such as artisan coffee or sustainable practices, posing a challenge for Starbucks.
	Moderate

	Bargaining Power of Suppliers
	Starbucks relies on premium coffee beans sourced globally, but supply chain disruptions, climate change, and geopolitical tensions can increase supplier leverage.
	Moderate

	Bargaining Power of Buyers
	The UK consumers have diverse options having over 7,000 branded coffee outlets nationwide (Statista, 2023). Price sensitivity is rising due to inflation, and buyers increasingly prioritise sustainability.
	High

	Threat of Substitutes
	Substitutes like home-brewed coffee, which accounts for half of UK coffee consumption, and tea threaten the organisation’s market share.
	Moderate


Table 3: Porter’s Five Force Analysis
[bookmark: _Toc184384081]Demonstrate an understanding of the tools and include relevant theory to support the discussion.
The performance of Starbucks in the UK's business environment could be analysed through the use of Resource-Based View theory which would underscore the internal capabilities of the organisation with the external factors of the market. This theory posits undermining the competitive advantage of an organisation in consideration of the ability to adhere to inimitable, valuable, rare, and non-substitute resources (Davis and DeWitt, 2021). Considering this, the prominent equity of the brand with its loyalty programs has been an important asset for Starbucks that has helped them to procure a sustained retention of customers. The menu offering that includes plant-based and seasonal products further aligns with the changes in the preferences of customers to enhance the value of the brand. Furthermore, the investment made by Starbucks towards digitised infrastructure, such as contactless systems of payment and mobile order systems, has helped the brand to foster a prominent customer experience. Starbucks's commitment towards sustainability with an aim to mitigate carbon emissions further adheres to the eco-conscious customers of the UK. It has been observed that over 66% of the customers in the UK prioritise brands with a strong commitment towards sustainability initiatives before making purchasing decisions (LinkedIn, 2024). However, it was observed that the organisation has been facing various political and economic challenges that have influenced the brand negatively. The rise in rates of inflation has made the coffeehouses less accessible due to the reduced customer spending parity on non-essential products. Moreover, the large-scale competition faced by Starbucks from Costa Coffee has intensified the coffeehouse business dynamics for the organisation incrementally in alignment with the disruptions in the global supply chain that have led to the unavailability of raw materials within the UK.
[bookmark: _Toc184384082]Conclusion
Therefore, upon evaluating the positioning of Starbucks in the competitive business dynamics of the UK, it was observed that the company has significant brand loyalty among the customers and caters to innovative offerings. However, the high price range of their products and heavy reliance on business operations within urban locations pose a prominent threat to the organisation. Moreover, it was observed that there have been certain opportunities that Starbucks could capitalise on in consideration of their initiatives of sustainability and leverage of technology which would help in creating convenience for their customers and drive profitability. Moreover, the report has evaluated that the rise in costs and global disruption in supply chain parity has impacted the performance of the organisation negatively. Therefore, Starbucks should tend to adapt to the external challenges and adhere to their internal capabilities to procure sustained growth and set itself apart from its competitors within the coffeehouse dynamics of the UK.
[bookmark: _Toc184384083]Recommendations
	Recommendation
	Specific
	Measurable
	Attainable
	Relevant
	Time-bound

	Expanding Drive-Thru Stores
	Open 100 new drive-thru locations in suburban and commuter areas across the UK.
	Track the number of new stores opened and revenue growth from drive-thru sales.
	Utilise existing resources and supply chains to prioritise high-demand regions.
	Responds to increased consumer preference for convenience and rising suburban demand.
	Achieve rollout within 24 months.

	Enhancing Sustainability Practices
	Introducing a reusable cup discount program to incentivise eco-friendly behaviour.
	Measure adoption rates and a 10% reduction in disposable cup waste.
	Leverage existing customer base and operational infrastructure to implement discounts easily.
	Aligns with UK consumer preferences for sustainable practices and regulatory trends.
	Launch within 12 months and monitor quarterly.

	Improving Pricing Strategy
	Developing and introducing tiered pricing with more budget-friendly menu options.
	The measure increased sales from new pricing tiers and overall customer footfall.
	Leverage existing supply chain to adjust costs while maintaining profitability.
	Addresses inflation-driven price sensitivity among UK consumers.
	Within 6 months nationwide.

	Investing in Digital Innovation
	Enhancing the mobile app with AI-driven personalisation and loyalty rewards.
	Measure app engagement metrics, such as downloads and retention rates.
	Utilise Starbucks' existing digital expertise and customer data analytics.
	Appeals to tech-savvy customers and supports customer retention through personalised experiences.
	Implement improvements within 18 months.


Table 4: SMART Recommendations
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