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« The *Starkucks Effect™

Starbucks: A Story of Growth |~

- 60% ware indepandsently owned and
operated
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= After Schultz returned as CEO, he started

using a machine in stores called the Clover

= He then acquired the company that created
it Coffee Equipment Company (CEC)

= "The massage of confidence that Clover's
acquisition would send to partners,
customers and shareholders, reassuring
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The Rise of Competits

Starbucks: A Story of Growth |~

- By 2006, there were approximately 24,000/
epecialty coffes estalslisl

« 6% wire independently owned and
operated
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= After Schultz returned as CEO, he started
using a machine in stores called the Clover

= He then acquired the company that created
it, Coffee Equipment Company (CFC)
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Starbucks: A Story of Growth
Thecasesolutions.com

-Founded in 1971 in Seattle, Washington

-Was created with the aim to roast and sell great coffee

-By 1982, 5 retail outlets

- Acquired by Giornale in 1987 and recreated existing stores
with the Starbucks name

-1996, had more than 1,000 Stores and their famous logo was
created. Targeted wealthy and highly educated professional
workers.




L L

)N

2

e
]

Cups Per Day, Per Capita
[
W [\

[y

0.5 1

Thecasesolutions.com

P FF I PP G PSP AF PP




Selling Thrsugh Mass Distributisn Channels

- In 1996, Starbucks started a wave of growth by:
1. Selling Starbucks products through mass distribution
channels
2. Dramatically expanding its retail footprint
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- New partnerships with Pepsi-Cola North America and
Dreyer's Ice Cream
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Fartnenships & Licensing Agreements
Thecasesolutions.com

-IN 1998, they created a long-term and exclusive licensing
agreement with Kraft Foods

- Distribution

- Marketing

- Advertising

- Promotions

-Beginning in 1095, Starbucks expanded product distribution
through various licensing agreements




Schultz understood that customers don't always know what
they want or need

The expansion of the company required operational changes
Growth exposed weaknesses in operations and supply chain
management

- In 2008, a store only had a 35% chance of getting what it
asked for on time and intact
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Exhibit 2: Number of Starbucks Stores Worldwide

18,000

16,000

14,000

12,000

10,000

8 8 8 8

o

Thecasesolutions.com

4,709
3,501
13862’4$
1,412
17 33 55 84 116 165 272 425 A
T T — - -_I_- | . T

7,225
5,886 |

16,680 16,858
16,635

15,011

12,440

10,241

8,569

1587 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2003 2010

Year



(e Rise sf Competitors
Thecasesolutions.com
- The "Starbucks Effect"

- By 2006, there were approximately 24,000
specialty coffee establishments in the U.S.

- 60% were independently owned and
operated




