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ABSTRACT 

In recent years, there has been an increasing interest in sustainable entrepreneurship from both 

scholars and practitioners. The term focuses on generating not only business value, but also creating 

social and environmental values (Nicolopoulou et al., 2016). However, sustainable entrepreneurs face 

challenges when trying to implement novel solutions to meet the triple bottom line. Thus, sustainable 

entrepreneurship requires changes to and/or adopting innovative business models to achieve the 

environment, organisation and social goals. Little is understood about business model that can support 

sustainable entrepreneurs and their innovations to generate business, social and environmental values 

(Lüdeke -Freund, 2020). Co-creation is another relevant concept in this study (von Hippel, 2005) as 

value is ‘always co-created, jointly and reciprocally between providers and beneficiaries through 

integration of resources and combination of competences. Thus, firms must engage with stakeholders 

to co-create business, social and environmental values. Despite many benefits of value co-creation 

from new product/service development (Yang and Leposky, 2022), customer engagement (Payne et 

al. 2008) to financial outcomes (Zaborek and Mazur, 2019), there is limited empirical evidence on 

value co-creation in sustainable entrepreneurship. This study is motivated to examine these research 

questions: “How do specialist coffee shops co-create value with their key actors?” and “What are 

motivational drivers, barriers, pre-conditions and outcomes of co-creation for specialist coffee 

shops?”. 

 

KEYWORDS 

Value co-creation, Sustainable entrepreneurship, Business Model Innovation 

  



#IPDMC2023 
30 Years of Research in Innovation and Product Development Management: 

Discovering together the next 30 
 

Research Design Paper 

 

 

BACKGROUND  

Since 1990s, the United Kingdom’s coffee consumption has been growing steadily. The growth was 

driven by large coffee shop chains such as Starbucks, Costa Coffee and Café Nero (Morland, 2017).  

The number of coffee shop outlets rose by nearly 100% from 13,034 outlets in 2009 to 25,892 outlets 

in 2019 Statista (2022). Customers have a variety of choices on where to purchase coffee from leading 

coffee chains, independent coffee shops, to non-specialist coffee vendors such as pubs, fast food 

restaurants and supermarkets. Despite the rise in number of non-specialist and independent coffee 

outlets over the years, coffee sales from the big three coffee chains – Costa, Starbucks and Café Nero 

remain strong (Statista, 2022). Independent coffee shops face a highly competitive market to attract 

consumers to their stores due to competition with well-known coffee shop brands with extended 

outreach and economic resources.  Independent coffee shop or ‘specialty coffee shop’ is a movement 

that focuses on coffee beans origin, roasting and brewing process to provide consistently high-quality 

coffee experience to consumers. There are approximately 140 speciality coffee shops in the North of 

England (Morland, 2017).  

Sustainability plays a major role in the British coffee consumption (CBI, 2023). The coffee value 

chain consists of growers, processors, exporters and importers, roasters and coffee shops working 

together to provide high-quality coffee experience to consumers (Borella et al., 2015). This value 

chain involves collaboration between various independent businesses who may be geographically 

dispersed (Carvelho et al., 2016). At the end of the chain, consumers are beginning to focus on 

environmental sustainability, recyclable packaging and utensils, and traceability of coffees they are 

drinking in cafes (CBI, 2023). Thus, independent coffee outlets need to adapt their business model to 

provide unique and ethical product offerings to value conscience consumers.  

Sustainable business model innovation (SBMI) is being seen as key driver to competitive advantage 

and corporate sustainability in large multinational corporations (Bocken and Geradts, 2020). 

However, little is known about SBMI in Small and Medium Enterprises (SMEs), in particular those 

SMEs that focuses on creating business, social and environmental values (Nicolopoulou et al., 2016). 

Sustainable enterprises face challenges when they try to implement novel solutions to meet the triple 

bottom line. Thus, sustainable entrepreneurship requires changes to and/or adopting innovative 

business models to achieve the environment, organisation, and social goals. A sustainable business 

model that can provide unique offerings to value conscious consumers require independent business 

to collaborate with stakeholders to co-create business, social and environment values. This is because 

value is ‘always co-created, jointly and reciprocally between providers and beneficiaries through 

integration of resources and combination of competences (Vargo and Lusch, 2008). 

Given this context, this study aims to contribute to the gap in theoretical knowledge on sustainable 

business model innovation (SBMI) in small, independent coffee shops. Empirically, it aims to explore 

value co-creation relationships between actors within independent coffee shops’ value chain and to 

present how independent coffee shops may overcome challenges and barriers to value co-creation. 

 

LITERATURE REVIEW 

I. UK café market background and sustainability trend 
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The United Kingdom is Europe’s fifth largest coffee-consuming markets after Germany, Italy, France 

and Spain (CBI, 2022). According to Project Café Europe 2022, the UK is Europe’s largest branded 

coffee shop market in Europe with 9,540 outlets, with a growth rate of 3.5% in 2021. Coffee shops 

contributes to approximately £4 billion in sales annually to the economy (Allegra World Coffee 

Portal, 2022). In 2019, there were 25,892 coffee outlets in the UK, 32% (8,222) were branded coffee 

shops, 27% (7,066) were independent coffee shops and 41% (10,604) were non-specialist coffee 

vendors such as pubs, fast food restaurants and supermarkets (Statista, 2022). Independent coffee 

shops face a highly competitive market from both well-known branded coffee chains such as Costa, 

Starbucks, and Café Nero and from an increasing number of non-traditional coffee vendors such as 

pubs, restaurants and supermarkets. Of 25,892 coffee shops, 1,400 outlets were categorised as 

specialty coffee shops in the UK in 2019 and the number is forecasted to grow at 13% per year 

(Allegra World Coffee Portal, 2022). Sustainability has become a key consumer trend in the British 

coffee sector, with consumers paying more attention to environmental sustainability, recyclable 

packing materials and utensils, and traceability (CBI, 2022). According to Mintel, 45% of coffee 

drinkers would pay more for coffee that benefits people who grow it. The country is also one of the 

largest markets for Fairtrade-certified products and coffee (Market Inspector, 2021). Specialty coffee 

shop can contribute to sustainability concerns by providing an incentive to coffee farmers to produce 

higher quality coffee, whilst guaranteeing coffee roasters a steady supply of high-quality coffee and 

strong marketing options for story telling (van Keulen and Kirchherr, 2021).  Specialty coffee refers 

“both to whole bean sales and to coffee beverages sold in coffee bars and cafes and the range includes 

higher quality coffees, both single origin and blends, unconventional coffees such as flavoured 

coffees and coffees with an unusual background or story behind them” (Borella et al., 2015; p. 32). 

Thus, speciality coffee shops includes both coffee roasters who sell whole beans as well as coffee 

bars and cafes that provide high quality, single origin, blended and unique coffees to consumers.  

 

Chart 1: Number of coffee shops in the United Kingdom from 2009 to 2019, by type of outlet  

(Statista, 2022) 
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II. Coffee value chain and sustainable practices  

Specialty coffee shop’s value chain gives insight into operational and sustainable practices. The 

coffee value chain consists of Coffee-producing country and Coffee-consuming country (Borella et 

al., (2015). Sustainability can be viewed from the sourcing coffee beans from coffee-producing 

countries like Vietnam and Brazil to importing, roasting and retailing coffee to consumers (see Figure 

1 below).   

For specialty coffee shops, sustainable practices can include, but not limited to the following 

examples. Coffee beans certifications are established industry practice to ensure imported coffees 

meet environmental, social, and economic sustainability (CBI, 2022). Established certification 

schemes such as Rainforest Alliance, Fairtrade and Organic coffees are commonly used among UK 

coffee beans importers and roasters. Packaging also plays a big part of coffee shop waste generation, 

in particular the use of paper coffee cups. The UK generated about 7 million paper coffee cups 

annually, resulting in 30,000 tonnes of waste (Foteinis, 2020). Compostable coffee cups and takeaway 

packages as well as glass milk bottles are being used to reduce non-recyclable waste (Jaunty Goat, 

2023). Milk alternatives like plant-based options are now used to make coffee (Esquires Coffee, 

2023). 

 

Figure 1: Coffee value chain (Borella et al., 2015) 

III. Sustainable business model innovation (SBMI) in large and small businesses  

In addition to evaluating coffee value chain, business model innovation is another key tool for 

speciality coffee outlets to compete with large, branded coffee sellers. In recent years, sustainable 

business model innovation (SBMI) is being seen as key driver to competitive advantage and corporate 

sustainability in large multinational corporations (Bocken and Geradts, 2020). However, not much is 

known about SBMI in Small and Medium Enterprises (SMEs), in particular those SMEs that focuses 

not only on business value, but also creating social and environmental values (Nicolopoulou et al., 

2016). Sustainable enterprises face challenges when they try to implement novel solutions to meet 

the triple bottom line. Thus, sustainable entrepreneurship requires changes to and/or adopting 

innovative business models to achieve the environment, organisation, and social goals.  According to 

Chesbrough and Rosenbloom (2002), business models can be understood as a mediating device 

between technology, strategy, and economic value. However, business model that can support 

sustainable entrepreneurs and their innovations to generate business, social and environmental values 

has received little attention (Lüdeke‐Freund, 2020). 
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IV. Value co-creation in small businesses  

Along with sustainable business model innovation, co-creation (von Hippel, 2005) is relevant to any 

businesses operating in a highly competitive market. This is because value is ‘always co-created, 

jointly and reciprocally between providers and beneficiaries through integration of resources and 

combination of competences (Vargo and Lusch, 2008). Thus, speciality coffee shops must engage 

with key stakeholders to co-create business, social and environmental values (see Figure 2 below). 

Sustainability focused businesses seek to develop collaborative value co-creation processes with all 

actors within their value chain. Despite many benefits of value co-creation from new product or 

service development (Yang and Leposky, 2022), customer engagement (Payne et al. 2008) to 

financial outcomes (Zaborek and Mazur, 2019), there is a shortage of empirical evidence on value 

co-creation in the sustainable entrepreneurship. 

 

Figure 2. Independent coffee shop value chain (adapted from Borella et al., 2015) 

In summary, this literature review shows that speciality coffee shops as independent coffee outlets 

face a highly competitive market from strong branded coffee shop chains and increasing number of 

non-specialist coffee vendors and sustainability is a leading trend among coffee consumers. Specialty 

coffee shops that are trying to meet triple bottom lines will need to adapt their business model to 

generate business, social and environmental values. In this value co-creation process, specialty coffee 

shops will need to create value with actors within their coffee chain. 

Given the gap in sustainable business model innovation in small businesses, this study aims to explore 

specialty coffee shops’ value chain and value co-creation relationships between different actors 

within the value chain. In addition, it will examine existing challenges and barriers to value co-

creation within the coffee value chain.  
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METHODOLOGY 

The proposed research will draw on a multiple case study design to examine 5 specialist coffee shops 

in the Northwest of England and their co-creating key actors in the value chain. Case study is defined 

as “an empirical inquiry that investigates a contemporary phenomenon (the ‘case’) in depth and 

within its real-world context” (Yin, 2014; p. 16). For this study, multiple-case study was chosen as it 

is an effective method for exploratory study (Yin, 2013) to understand the under-researched specialist 

coffee outlets' business models and co-creation. Secondly, multiple-case study allows an in-depth 

understanding of the cases through comparison of similarities and differences of each case within the 

group. This comparison provides a more robust theory-building and improve external validity 

(Eisenhardt and Graebner, 2007). Purposeful sampling will be used to select 5 coffee shops after 

several observational visits to the sites to ensure that sample fits well with the objective of this study. 

The researcher requires an access to key informant which will become the source for other samples 

(Shaheen et al., 2019). Currently, the researcher has access to a key informant of a specialist coffee 

shop in Liverpool who has agreed to participate in this study. Data will be collected through semi-

structured interviews with owners of chosen specialist coffee shops. Semi-structured interview was 

chosen as it offers opportunity to understand story that need contextualisation (Galletta, 2013). It is 

expected that interviews will be conducted at coffee shops and each of which may take around 60-90 

minutes. Interviewees in each coffee shop can include owner, manager, staff and business partners. 

Interviews will be digitally recorded and transcribed into texts. Field notes will also be used to collect 

any additional information. Other quantitative data from company websites, news and documents will 

also be collected to provide a comprehensive data on business model and co-creation processes. After 

which, data will be coded and analysed using thematic analysis (Braun and Clarke, 2006). 

Triangulation will also be used to improve the validity and reliability of data (Creswell, 2007). 

Finally, data will be written up for submission to a journal article.   
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