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[bookmark: _Toc184414327]Executive summary


By upholding the mission statement “ With every cup, with every conversation, with every community—we nurture the limitless possibilities of human connection”, STARBUCKS has served the world’s finest coffee since 1971, founded by Jerry Baldwin, Zev Siegl, and Gordon Bowker in Seattle, Washington, United States as a single store, has now been developed as a multinational coffee chains and roastery reserves under Starbucks corporation. The coffee market is facing challenges worldwide, and to stay competitive, Starbucks also requires strategic changes; by using SWOT and PESTLE by keeping Bransford and Stein’s IDEAL problem-solving method as the framework, the report will discuss, analyse and recommend solutions. 
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Under the leadership of Brian R. Niccol, Starbucks is going through a massive strategic shift, where it currently operates over 38,038 stores across 86 markets (Starbucks Corporation annual report, 2023). The brand’s entrance to the UK was in 1981 in London. By August 2024, the brand will have 1,320 stores within the United Kingdom, of which  1,124 are in England. Amidst many challenges, Starbucks remains the leader in premium coffee in the global market, especially in the UK. Regarding the workforce, as of October 1, 2023, Starbucks is the employer of approximately 381,000 people worldwide. The world and UK coffee market have a dynamic and competitive landscape. The brand faces significant challenges such as inflation and rising living costs, sustainability issues and changes in consumer behaviour, international competition, COVID-19 impact, shortage of skilled workforce, and negative publicity. Starbucks remains the leader of premium coffee brands, surviving the intense competition from Costa, Pret a Manager and independent coffee shops by offering high-quality, unique products, personalised experiences and a welcoming store atmosphere to their valued customers and also ensuring employee welfare programmes benefit their workforce (Starbucks Corporation annual report, 2023).
The IDEAL model is a framework proposed by Bradford and Stein in 1993 for structured problem analysis and to improve creative problem-solving skills; the components of IDEAL are an acronym for identification of issues and opportunities, the definition of goals, exploring strategies, anticipated outcomes, and acting and learning (Proctor, 2006). 
Identifying the problem Starbucks UK faces intense competition from the speciality coffee sector, especially in pricing, quality, convenience, service, etc. Quick-service restaurants focusing on high-quality, exceptional coffee and beverages and smaller cafes potentially divert customer traffic. The brand is under constant pressure for innovation, the shift in consumer behaviour, and cost management to achieve profitability and secure a competitive advantage and market position.
To define the problem,  based on the information published in the Annual fiscal year report 2023, it is essential to consider the challenges they face in sustaining their competitive advantage as the leader of premium coffee brands. Competitive advantage is the analysis of an organisation’s capabilities and market position over its competitors (Hay and Williamson, 1991).
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A SWOT analysis is necessary to define and understand the problem and areas to address. It is a tool to analyse a business's strengths, weaknesses, opportunities and threats (Haan, 2024). The major strength is brand recognition among high-quality premium coffee products globally. Similarly, the innovative and standardised product line contributes to a loyal customer base and attracts potential customers. Through loyalty programs, the brand carefully maintains its loyal customer base (Starbucks, 2024). Most importantly, the global presence, including a strong presence across the US and Europe, offers a high market share. The biggest weakness is the increased operational cost of maintaining high-quality products and services, making them less competitive in price and cost. Starbucks confirms that it is not the leader of all its markets; there are markets where local brands and new entrants perform better with regionally customised products. The brand depends on a single product base, i.e., Coffee, and a shift in consumer preferences to other healthy beverages lowers the demand. The premium pricing strategy followed by the brand is facing challenges during inflation as consumers consider affordability over premium experience (Evans, 2023).
Significant opportunities lie in improving the product line with more healthy options, such as low-calorie beverages and plant-based products, to address the shift in consumer behaviour to healthy choices. Increasing the presence of current markets and identifying new markets is also an opportunity, along with introducing more sustainability and welfare efforts, as this dramatically impacts profitability. In the UK market, the major threats are competition from other premium retailers like Costa, Pret a Manger, and McDonald's, independent coffee shops that focus on quality premium coffee at low cost compared to Starbucks. Other threats are economic conditions and difficulty controlling costs while managing low-cost competitors and maintaining premium quality. Additionally, climate change and supply chain disruptions are also a threat.
Before moving to the macro environment PESTLE analysis, it is ideal to analyse microenvironmental factors through Porter’s five forces analysis, directly affecting Starbucks UK's competitive advantage. Microenvironment factors directly affect the immediate environment, including suppliers, customers and stakeholders.  Competitive rivalry is high as Starbucks plays in a dynamic and competitive coffee business. The major competitors are Costa, Pret A Manger, and independent coffee shops that offer high-quality coffee experiences at lower prices and win loyal customers. For example, Costa has a Costa Coffee Club similar to Starbucks rewards; the threat of new entrants is moderate as  International coffee chains Tim Hortons, Blank Street Coffee, and Paris Baguette are pushing into the UK market, increasing competition. Still, Starbucks is a Global brand (World Coffee Portal, 2023). The UK consumes 98 million cups of coffee daily ( British Coffee Association, 2024). Though the initial investment is high, entry is comparatively easy, but younger customer groups are more loyal to independent coffee shops due to better affordability. The bargaining power of suppliers is low to moderate as the brand depends on diversified suppliers, especially for raw coffee speciality materials. The increased energy bills increase operational costs for logistics and raw materials, increasing the supplier’s bargaining power. Still, the substantial leverage of Starbucks and direct sourcing can control the same. Since buyers are price sensitive, the market has a strong, affordable brand with good quality products, and buyers' bargaining power is high. The brand has the advantage of an established global brand, a loyal customer base and a unique experience. The threat of substitutes is high as there is a permanent shift of consumer behaviour towards convenience, sustainability, affordable and healthy options, and independent local shops offer the same. Starbucks has a premium Starbucks experience, which cannot be easily substituted. 
Discussing the macro-environmental factors through PESTEL - The major political factors affecting BREXIT and the national minimum wage hike considerably increased operational costs and affected profitability. The major economic factor is inflation, which causes an increase in commodity prices, energy bills, and cost-of-living expenses, affecting operational costs and consumer buying power. Apart from that, Finance Minister Rachel Reeves hiked the National Living Wage to £12.21 an hour, which would need intense measures to compensate, such as revisiting the pricing strategy and reallocating funds (Mitchell, 2024). Consumers, resulting in operational expenses, are looking for alternatives other than premium coffee, but Starbucks's loyalty programmes are attracting price-sensitive customers. Considering social factors, there is a visible change after the Pandemic as people have become more health-conscious (Mehlmann-Wicks, 2021) and sustainability-conscious, preferring ethical sourcing and looking for healthy food and beverages (Latham, 2021).  Technological factors include the major shift from cash to cashless and automation, especially after Covid 19. Starbucks is highly focused on sustainability goals as UK consumers are highly concerned about them, and initiatives like reusable cups have received good appreciation. Since the brand operates in various countries complying with legal requirements such as labour laws, health and safety, and food and beverage, it is increasing the cost side (Smithson, 2021).
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To explore strategies, based on Porter’s generic competitive approaches, the strategies recommended for Starbucks are differentiation strategy and cost-leadership. 
There is a remarkable indirect influence between Differentiation Strategy and Business Performance through Competitive Advantage. Differentiation is creating a unique product or service to achieve a competitive edge. The differentiation strategy allows Starbucks to offer exceptional, innovative, value-added products and make visible differentiation to their products to stand out from competitors (University of Cambridge). Since Starbucks is a premium brand with standardised products, the brand can introduce new products and enhance quality, value, and unique combinations of locally familiar delicacies with a Starbucks twist which competitors cannot copy. This method allows the company to retain premium pricing. Cost leadership is a strategy that focuses on being a low-cost producer and reducing prices to attract price-conscious UK customers (Mintzberg, 2009) who are shifting to affordable and healthy options  (University of Cambridge, 2019). 
To explain the Actions to be implemented related to both strategies, as the company is struggling with a premium pricing strategy, they can consider differentiation in specific features that customers value in product lines, which is super popular among customers. For example, Starbucks has reusable cups that attract sustainability-conscious customers, and there is also a growing preference for cold brew coffee among younger people in the UK. The brand already provides nutritional information on each item, including non-coffee products (Catherine, 2024); operational efficiency, automation, technological involvement, etc, can be improved. To achieve cost leadership, the primary strategy is to use economies of scale to reduce operational costs. Direct sourcing, adapting automation in the operations, increasing affordability through effective pricing, cost-effective/sustainable packaging, supply chain diversification, etc., can be considered.

To learn, the best method is to regularly analyse customer feedback, competition, and financial performance compared to other markets and digital platforms and update the strategies as per the results. 
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To conclude, Starbucks has brand recognition, appealing sustainability initiatives, and premium service that competitors find hard to replicate. Technological advancement and socially responsible practices are also inevitable in enhancing competitive advantage.
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