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~— ~ Case 1

More than 20 years ago, Howard Schultz hit on the idea of bringing a European-style
coffeehouse to America. People needed to low down, he believed -- to “smell the coffee” and enjoy
life a little more. The result was Starbucks. This coffeehouse doesn’t sell just coffee, it sells The
Starbucks Experience. “There’s the Starbucks ambience, “notes an analyst, “The music. The
comfortable chairs. The smells. The hissing steam.” Says Starbucks Chairman Schultz, “We aren’t
in the coffee business, serving people. We are in the people business, serving coffee.” People around
the globe now flock to Starbucks, making it a powerhouse premium brand. Some 30 million
customers now visit the company’s more than 9,200 stores worldwide each week.

Growth is the engine that keeps Starbucks perking -- the company targets (and regularly
achieves) jaw-dropping revenue growth exceeding 20 percent each year. Starbucks’ success,
however, has drawn a full litter of copycats, ranging from direct competitors such as Caribou Coffee
to fast-food merchants (such as McDonald’s McCafe) and even discounters (Wal-Mart’s Kicks
Coffee). To maintain its phenomenal growth in an increasingly overcaffeinated marketplace,
Starbucks must brew up an ambitious, multipronged growth strategy. |

First, Starbucks management might consider whether the company can achieve deeper market
penetration--making more sales to current customers without changing its products. It might add
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new stores in current market areas to make it easier for more customers to visit. In fact, Starbucks is
adding an average of 28 stores a week, 52 weeks a year--its ultimate goal is 30,000 stores
worldwide. Improvements in advertising, prices, service, menu selection, or store design might
encourage customers to stop by more often, stay longer, or to buy more during each visit. For
example, Starbucks has added drive-through windows to many of its stores. A company debit card
lets customers prepay for coffee and snacks or give the gift of Starbucks to family and friends. And
to get customers to hang around longer, Starbucks now offers T-Mobile hotspot wireless Internet
access in many of its stores.

Second, Starbucks ~management might consider possibilities for  market
development-identifying and developing new markets for its current products. For instance,
managers could review new demographic market. Perhaps new groups-such as seniors or ethnic
groups-could be encouraged to visit Starbucks coffee shops for the first time or to buy more from
them. Managers also could review new geographical markets. Starbucks is now expanding swiftly
into new U.S. market, especially smaller cities. And it’s expanding rapidly in new global markets.
In1996, Starbucks had only 11 coffeehouses outside North America. It now has more than 2,650,
with plenty of room to grow. “We’re just scratching the surface in China,” says Starbucks’ CEO. We
have 150 stores and the potential for more than 2,000 there.”

Third, management could consider product development-offering modified or new products to
current market. For example, Starbucks has introduced new reduced-calorie options, such as
Frappuccino Light Blended Beverages. It recently added Chantico, and indulgent, chocolate
beverage to its menu to draw in more non-coffee drinkers. To capture consumers who brew their
coffee at home, Starbucks has also pushed into America’s supermarket aisles. It has a cobranding
deal with Krafts, under which Starbucks roasts and packages its coffee while Kraft markets and
distributes it. And the company is forging ahead into new consumer categories. For example, it’s
bringing out a line of Starbucks coffee liqueurs.

Questions :

1. What does strategic planning have to do with marketing?

2. What role does marketing play in helping Starbucks to accomplish its goals and objectives?
3. Why are we talkiﬁg about companywide sti'ategic planning in a marketing text?

Z ~Case2 :

Open-book management (OBM) seeks to get every employee to think and behave like an
owner. It throws out the notion that bosses run things and employees do what they’re told. In the
open-book approach, employees are given the information that historically was strictly kept within
the management ranks. ' |

There are three key elements to any OBM program. First, management opens the company’s
books and shares detailed financial and operating information with employees. If employees don’t
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know how the company makes money, how can they be expected to make the firm more successful?
Second, employees need to be taught to understand the company’s financial statements. This means
management must provide employees with a “basic course” in how to read and interpret income
statements, balance sheets, and cash flow statements. And third, management needs to show
employees how their work influences financial results. Showing employees the impact of their jobs
on the line makes financial-statement analysis relevant.

Who is using OBM? More than 3,500 organizations, including Wal-Mart, Allstate Insurance,
Amoco Canada, Rhino Foods, and Sprint’s Government Systems division. Why should it work?
Access to detailed financial information, and the ability to understand that information, makes
employees think like owners. And this leads to them making decisions that are best for the
organization, not just for themselves.

This story suggests that the less distortion that occurs in communication, the more that goals,
feedback, and other management messages to employees will be received as they are intended. This,
in turn, should reduce ambiguities and clarify the group’s task. Extensive use of vertical, lateral, and
informal channels will increase communication flow, reduce uncertainty, and improve group
performance and satisfaction. We should also expect incongruities between verbal and nonverbal

communiqués to increase uncertainty and to reduce satisfaction.

Questions -

1. “Ineffective communication is the fault of the sender.” Do you agree or disagree? Discuss.

2. What can you do to improve the likelihood that your communiqués will be received and
understood as you interid?

3. “Most people are poor listeners.” Do you agree or disagree. Defend your position.






