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Business Background

« Since 1971, Starbucks Coffee
Company has been committed
to ethically sourcing and
roasting the highest quality
Arabica coffee in the world.

 Today, with ~ 18,000 stores
and more than 170,000
partners (employees) in 53
countries, Seattle-based
Starbucks is the premier
roaster and retailer of specialty
coffee in the world.

 Its brand portfolio includes
super premium Tazo teas,
Starbucks Hear Music compact
discs, Seattle's Best Coffee,
and Torrefazione Italia coffee.



The recent crisis at StarbUéks” (.

* In 2008, due to the economic
downturn, in the US, the
company closed down 600 of its o bucks is dumb.
nearly 6,800 US stores, and laid now serving espresso.
off more than 12,000 employees
out of a global workforce of
176,000.

* Q4 2008 earnings plunged 97
percent compared with PY, & the
stock tanked, losing HALF of its
value versus v/s 2007

« McDonalds v/s Starbucks Battle
(& how Starbucks recovered),
illustrating company’s strenagth...




Category Value Drivers

» Globally, the key drivers for this category:

— Coffee (Range/Origin etc)

— Experience

— Knowledge

Starbucks created the category from scratch



Triggers & Barriers

« Barriers
* Neighborhood Coffee Houses [ &
- Affordability 1, J et |
« Familiarity & Comfort e VTR BIRRRRER

*Triggers
« Demographics / Work Habits
 Place of refuge
« Consumer Education

Hence, Starbucks targeted affluent consumers whoégought a
great cup of coffee in a place apart from home & work
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Belief in Starbucks Products

— Weekly Coffee Tasting for all employees
— Al mgmt meetings start with Coffee Tasting

Strong Innovation Culture

— Origin based Coffees & Blends
— Cold Offerings ( e.g. Frapucchino)
— The 3" Place (In Store Experience )

BIG emphasis on Training

— 1 week Immersion Programme
— Starbucks Star Skills
— Refresher Courses

Rigorous Quality Control

— Shot Glass+ Timer+ Milk Steaming g
N TRAINE
— Centralized Roasting Plant ‘
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Consumers will always
get a new product — no
guestions asked - if
they have a complaint
with any Starbucks
product

Espresso Passport

— A great way to build
personal expertise &
product knowledge

— Food Pairings / Tasting
Notes / Observations etc

- bk e
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STARBUCKS ESPRESSO PASSPORT
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* Fixed Packs tailored to specific market
conditions by availability and pricing

SHORT TALL GRANDE VENTI

9. Scale

Single Shot Espresso  Double Shot  Triple Shot

10. Consistency
& Commitment

THE STARBUCKS SECRET: Globally Fixed Sizes / Locally Tailored Prices
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o Coffee Seminars /
Coffee Education
In their stores

« Coffee Recipes

* The brand has been built on
word-of-mouth and consumer
reviews (in the US, On Air

advertising Is a recent move)
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 Coffee @ heart of Starbucks

« In Store Experience

« The Starbucks People

Grind morning coffee @ counter for aroma
Starbucks Ice Creams

Coffee-based Accompaniments
NEXT : Rationalization of Day Parts

4 Store Design Concepts

Heritage coffeehouses / Artisan stores /
Regional Modern / Concept stores

NEXT : Digital Projection of Menus

Every Starbucks Store Manager
has a Sampling Budget

Sampling & Training in off-peak hours
Consumer / Customer Education

STARBUCKS

- o
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Mix of 100% Company

Owned stores & “Partner”
(Franchisee) Stores
— Currentmix : 70/ 30

Mobile Ordering

US Launch of Via (Iced Coffee) for In-Home

4 kinds of stores (depending upon location/destination)

— Flagship Stores / Mall Stores / Corner Stores /
Kiosk-Mobile Stores
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Dominant Presence

— Covering all catchment
areas for their TG
( High Streets / Malls /
Office Complexes etc )

Merchandising Walls
— Location is unigue to a store

POS Counter as a visibility tool

Merchandising as a visibility tool
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No “Free” Offers or Price Offs

Financial Promotions

— Starbucks Loyalty Cards
* Pre-Paid Reward Cards
* International Card
» Tiered ( pilot in the US)
* Free Wi-Fi (linked to cards)

Gift Hampers

Back-end Tie-Ups with
partners with similar
TG profile

— e.g. with Espirit / Apple for iTunes




PROMOTIONS

How Starbucks uses Social Media

« www.starbucks.com Product Ideas

22,051 Coffee & Espresso Drinks

« Starbucks on Twitter / Flickr / Youtube

856 Frappuccino® Beverages

6,799 Tea & Other Drinks

« www.mystarbucksideas.com 9,906 Food

4,617 Merchandise & Music

o« www.starbucksqgossip.typepad.com 6,402 Starbucks Card

6,789 Other Product ldeas

Experience Ideas

5,402 Ordering, Payment, & Pick-Up

9,296 Atmosphere & Locations

7,783 Other Experience |ldeas

Run by an independent blogger, Jim Romenesko, with the
stated mission of “Monitoring America’s Favourite Drug Dealer” ;
this site is avidly followed both by the outside world (media /
consumers / customers) as well as Starbucks itself, to gauge

the kind of conversations people are having about Starbucks

Involvement Ideas

2,981 Building Community

6,260 Social Responsibility

4,277 Other Involvement Ideas

365 Outside USA


/apex/ideaList?lsi=0&cat=Coffee+%26+Espresso+Drinks
/apex/ideaList?lsi=0&cat=Frappuccino+Beverages
/apex/ideaList?lsi=0&cat=Tea+%26+Other+Drinks
/apex/ideaList?lsi=0&cat=Food
/apex/ideaList?lsi=0&cat=Merchandise+%26+Music
/apex/ideaList?lsi=0&cat=Starbucks+Card
/apex/ideaList?lsi=0&cat=Other+Product+Ideas
/apex/ideaList?lsi=0&cat=Ordering,+Payment+%26+Pick-Up
/apex/ideaList?lsi=0&cat=Ordering,+Payment+%26+Pick-Up
/apex/ideaList?lsi=0&cat=Ordering,+Payment+%26+Pick-Up
/apex/ideaList?lsi=0&cat=Atmosphere+%26+Locations
/apex/ideaList?lsi=0&cat=Other+Experience+Ideas
/apex/ideaList?lsi=0&cat=Building+Community
/apex/ideaList?lsi=0&cat=Social+Responsibility
/apex/ideaList?lsi=0&cat=Other+Involvement+Ideas
/apex/ideaList?lsi=0&cat=Outside+USA
http://www.starbucks.com/
http://www.mystarbucksideas.com/
http://www.starbucksgossip.typepad.com/

PROMOTIONS

How Starbucks uses Social Media

Starbucks Is the First Brand to Reach 10 Million Facebook Fans July 14th, 2010

facebook Search

Starbucks &5 Like |

wall info Starbucks Card Around The... Photos

Worth

Starbucks + Others m Just Others <
>~ USD 2 Bln

Starbucks Hey 10 million people, we LIKE you too!!!<, annually

S hours ago

o) 29,502 people like this.

L) View all 1,639 comments

Starbucks became the first brand on Facebook to collect a fan base of 10 million on Wednesday. This growth
comes on the heels of Lady Gaga becoming the first person to gather the same number of fans.

Starbucks has undoubtedly been one of the most successful brands on Facebook, partly due to the store’s
popularity and ubiquitousness, but also because the company maintains a very active presence on Facebook.

The company’s audience of 10 million people around the world has been hard won with marketing, promotions
and advertising. Over the years Starbucks has given away free ice cream on Facebook, done joint promotions
with Facebook, and has actively driven eyeballs to the Facebook Page for Starbucks.



http://www.insidefacebook.com/2010/07/14/starbucks-is-the-first-brand-to-reach-10-million-facebook-likes/
http://pagedata.insidefacebook.com/page/view/276004/
http://www.insidefacebook.com/2010/07/06/gaga-gets-10m-fans-the-world-cup-and-music-on-this-week’s-top-20-facebook-pages/
http://www.insidefacebook.com/2009/11/25/what-the-largest-coffee-shop-chains-are-doing-on-their-facebook-pages/
http://www.insidefacebook.com/2009/07/08/starbucks-giving-away-free-ice-cream-through-facebook-app/

PROMOTIONS
How Starbucks uses Social Media

Stephen Gillet

Global CIO

Ex-Yahoo

32 Years old

World Of Warcraft Champion

Revolutionising the use of IT to drive business

What can you learn from Starbucks (The Social Media Champlon)

and apply to your social media strateqy

*If you have a large customer base engaging them can have a positive benefit
*Separate the customer/consumer areas from the company area
*You can reuse social media across multiple platforms, as long as you don’t duplicate it 100%
across different sites
. *Don’t be afraid to allow customers to use your media on their sites :
. -If you don’t set up an official presence on a large social media site consumers will fill the vacuum
you leave open :
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Health Insurance
— Pioneer in the Industry
— For part time workers also

Fairtrade Partner

Huge Supporter of
— Charities

— Community Events
— Book Clubs etc

Festival Celebrations

= e

WE VE AWAYS

BEENGRAZY

ABOUT

COFrreE.
NOW WE'RE CERTIFIED:

FAIRTRADE
“100% OF OUR ESPRESS0 BEANS ARE NOW
FAIRTRADE CERTIFIED.

INVITATION
* STARBUCKS® CHRISTMAS °
OPEN HOUSE 2007

Come down to any Starbucks Coffee Store

6th December 2007 (Thursday)
From 5pm — 7pm

and enjoy your favourite Starbucks beverage nuu.
Yes, it !
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Global Business
— USD 10 BIn Turnover
— In 50 + countries
— Across 18000 Stores
— 1 Store Opened / Day

Same business
principles over last

40 years

— Founder-led

— Floundered / recovered
— Systems embedded

= PAPER SOURCE FOR CUPS
= SUGAR SOURCE

(J
S (] o

1-24
5-9
100-243

250-999

A single cup of Starbucks coffee can depend upon as many as 19 different

countries, Between the coffee beans, the milk, the sugar, and the paper cup,

Starbucks coffee is 2 global hub that connects some of the poorest countries

in the world with some of the wealthiest.
6000 6,200 STORES WORLDWIDE, WITH THREE NEW STORES OPENING DALY

Sources: Sarbucha.com, US Department of Agricultute, Foctune Magasine
4000
NUMBER OF STARBUCKS SHOPS WORLDWIDE

3000
2000
1000

R nn:n' ! llgsﬂﬂjl

1987



10 Step Wheel : A Summary

9. SCALE

PRODUCT

1. PRODUCT IS HERO

Coffee as the Hero
In Store Ambience — the 3 Place
Fanatical Attention to Training
The Espresso Passport

8. COMMUNITY INVOLVEMENT
Q' Zhared Planet / Charity & Community events /
Q Health Insurance / Fairtrade

7. ALIGNED PROMOTION STRATEGY

<

Financial Promotions (Reward Cards) / Tie-Upgiel:1o\Ai"|3

6 . VISIBILITY MARKET & 2. RIGHT SIZE/VALUE

. - OUTPACE
Dominant Presence / In Store Visibility COMPETITORS

/ POS Counters and Merchandise

Same Global Sizes / Menus

Local Prices according to market

5. PRODUCT AVAILABILITY conditions

Different Store formats
Mobile Ordering / In Home Launch (Via
9 Corporate / Office Demos
<
—70 4. PRODUCT EXPERIENCE
6\ Sampling / In store Ambience
3. EDUCATIONAL CAMPAIGN

Training Sessions — One Cup At A Time
Coffee Education — Seminars / Recipes

PROPOSITION

10. CONSISTENCY & COMMITMENT




