
 

Topic 3.1: Marketing 

Case study 
Starbucks is a multinational chain of coffee outlets. 
Founded in 1971, it was originally a shop which sold 
coffee beans in Seattle on the west coast of the USA. In 
1982, Howard Schultz joined Starbucks and, after a trip 
to Milan, Italy, advised that the company should sell 
coffee and espresso drinks as well as beans. In 1985, 
Shultz left Starbucks and set up his own coffee bar chain. 
Two years later, he was able to buy Starbucks from its 
original owners. There followed an aggressive period of 
expansion as Starbucks’ coffee shops spread through the 
USA and then worldwide. By 2005, Starbucks had more 
coffee shops in London than in Manhattan, New York. In 
2008, it had 16 120 coffee shops in 44 countries. 
 
 Starbucks is one of the world’s most famous brands. Its 
basic product is a cup of coffee either to drink in one of 
its outlets or to take away. It has a range of coffees for 
sale from lattes and cappuccinos to espressos and 
mochas. It also sells teas, a range of cold drinks, snacks 
and coffee mugs. The coffee shop is not just a place to 
get a cup of coffee. It is a meeting place for friends. It 
can also be a workplace helped by the fact that most 
coffee shops have internet access and places to sit.  
 
The company is continually trialling new products. In 
2009, for example, it launched an instant coffee brand. 
Packets of instant coffee would be sold not just in 
Starbucks coffee shops but also in supermarkets. 
Starbucks is hoping to break into the multi-billion pound 
market for instant coffee dominated at present by 
companies like Nestle with its Nescafe brand. It aims to 
achieve product differentiation through the high quality 
of its instant coffee compared to most brands. Certainly, 
the price of the coffee is far higher than most 
competitors. It hopes that once customers have trialled 
the product, they will be so enthusiastic about the 
quality of the product that they will make repeat 
purchases. 
 
All new products are launched only after extensive 
market research. The company has its own marketing 
research department. It monitors a variety of 
quantitative data such as sales figures from its coffee 
shops worldwide. It also uses qualitative research data 
gathered, for example, from questionnaires. It takes 
marketing very seriously and examines all elements of 
the marketing mix when making decisions. 
 
However, Starbucks has arguably stopped growing. In 
2008, it announced that it was closing 600 
underperforming coffee shops and cutting staff. This 
could mean that the Starbucks brand has moved out of 
its growth phase into its maturity phase. New products 
like instant coffee could then be seen as extension 
strategies for the brand. In terms of product portfolio 
analysis and the Boston Matrix, Starbucks has moved 
from being a star to being a cash cow. Howard Schultz, 
still with the company, is more optimistic. He has vowed 

to reinvigorate the brand and ensure its continued 
growth. 
Source: information from: www.en.wikipedia.org; 
www.timesonline, 17.2.2009; www.guardian.co.uk, 
17.2.2009; www.marketingprofs.com, 19.9.2006. 

 

Suggested discussion points/answers 

1. How does Starbucks try to understand the needs of 
customers?  

 Trialling products 
 Gathering qualitative data and quantitative data 
 Using questionnaires 
 Using its own in-house market research department 
 Analysing sales data 
 Observing why customers come to Starbucks 

 

2. Why are repeat purchases important for Starbucks? 
 Remain competitive/build competitive advantage 
 Retain market share and market leader status 
 Maintaining market share 
 Bring in revenue to turn into profit 
 Use profit to expand/diversify/fund new projects 
 Retain cash cow products 

 

3. Where in the product life cycle is the Starbucks core 
brand? Justify your answer. 

Core brand is in maturity/saturation phase 
Justification: 
 Many other competitors in the market with 

homogenous (identical) products 
 Sales growth has stabilised/is flattening out 
 Core product has been around for a while so profits are 

likely to be relatively high 
 Company moving into extension strategies 
 Shultz discussing need to change to return to growth

  

4. How might Starbucks differentiate its products from 
rival brands? 

 Develop the instant coffee brand 
 Produce a high quality instant coffee 
 Reduce prices but maintain quality (increasing value for 

money) 
 Turn wholly to Fairtrade coffee 
 Offer a greater range of complementary products 
 Ask customers for ideas to trial 
 Focus on high quality stores 
 Develop Starbucks as the ‘office away from the office’ 
 Develop excellence in service 
 Return to basics (i.e. ‘a great cup of coffee) removing 

extraneous products 
 Repackage goods (change of packaging design) 
 Find ways of improving its supply chain in some way – 

this could include how it sources its product, how it 
packages and transports it, how it distributes the 
product and other raw materials and supplies to its 
outlets and so on. By focusing on the supply chain it 
could find ways of reducing cost which give it a 
competitive advantage over its rivals. (Remember 
differentiation does not have to be focused on the final 
product to the consumer.) 
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