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1 rattle: Rf4&(ENT
3 phenomenon: %

n August 18, 1987, Howard
Schultz walked into the Seattle,
Washington, roasting plant ot
the Starbucks Cottee Company.
Fresh beans were rattling’ through the roast-
ers, filling the space with a warm, comforting
aroma. Schultz, who had just purchased the
assets of the company for $4 million, stood be-
fore his new employees and told them about
his plan to turn the regional coffee roaster
with only a handful of retail outlets? into a
national chain of coffee éhops. He was con-
vinced that he could turn the company’s suc-
cess in Seattle into a national phenomenon?,
that the appeal4 of a steaming cup of coffee
was almost universal. “I'm here today because
[ love this company,” he said as he laid out

the business plan. “I love what it represents.”

2 outlet: BiE, &7
4 appeal: %5\
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oward Schultz was turned down the first time

he interviewed for a job at Starbucks. It was the

spring of 1982, and the young salesman from New

York had made a trip out to Seattle to try to convince Jerry

J

5

Baldwin and Gordon Bowker, the founders of Starbucks

Coftee Company, to hire him as marketing manager.

But the company, which had been selling fresh roasted coffee beans by the pound

since 1971, primarily in the Pacific Northwest but also by mail order, turned down

5 Schultz’s ambitious plan to make their company known from coast to coast. “It’s
E risky, too much change,” Baldwin, the president of the company, told him.

o Schultz was devastated®. He had fallen in love with both the company’s product and
E its laid-back, friendly culture during a tour of the plant, and he was convinced that
P with a little help, it could become a nationally known brand. He was prepared to
i take a pay cut and move to Seattle to work for the company. In fact, he was deter-

mined to do so. So the next day, Schultz called back and made another pitch for?

his services. “The destiny of Starbucks'is at stake3,” Schultz said. This time it worked.

He was hired as the director of retail operations and marketing for Starbucks.
In his first year, Schultz did everything from helping out behind the counter at the

company’s retail outlets to working on customer-service skills with the sales staff.

1 devastate: &, 5i= 2 make a pitch for: 79------{f{E1E
3 at stake: YRFIGHE, AT ALKk
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But in his second year with the company, he traveled to Milan, Italy, for an
International housewares trade show, a trip that changed his whole opinion

about coffee consumption. While in Milan, Schultz visited several espresso

bars where hot, strong coffee drinks—espressos, caffe lattes, and cappucci-

nos—were being served by graceful baristas'. The coffee was incredible, but

SUECCESS

the atmosphere was even better: Although most of the bars were crowded,

O R

the customers laughed and joked with the staff as if they were friends. There

F

was an energy, a sense of camaraderie?, and a feeling of romance that Schultz

BUILT

Immediately appreciated.

When Schultz returned to Seattle, he suggested that Starbucks duplicates

the espresso-bar concept. But Baldwin and Bowker didn’t want to dilute their
core business, which was roasting and selling the best coffee beans possible.
Again, however, Schultz wouldn’t take no for an answer. Finally, in April 1984,

Baldwin allowed him to test the conceptin a tiny, 300-square-foot (27.8sgqm)

section of a Starbucks retail outlet in downtown Seattle. About 400 people
passed through the store the first day it served coffee by the cup; within two
months, that number had doubled. Baristas couldn’t keep up with the lines
of customers who wanted a steaming cup of coffee.

Each day, Schultz took a detailed sales report and customer count to Baldwin.
“The customers are telling us something,” Schultz told him. “This is a big idea.
We've got to keep moving on it.” Still, Baldwin was adamant* that coffee bars
were not going to be part of the Starbucks business plan. “We’re coffee roast-
ers. | don’t want to be in the restaurant business,” he told Schultz. Although
he offered to put a few espresso machines in the back of some stores, his final

| decision was that Starbucks was not going to become a chain of espresso bars.

When Schultz realized that he wasn’t going to win, he made a decision of ‘
his own: He would have to leave Starbucks and start another company that
would serve coffee and espresso drinks. His stores, he hoped, would recre-
ate theromance he had experienced in Italy—and so he gave them an Italian

1 barista: FUVERSEMIEEEYINEEH 2 camaraderie: EEBEH, A5
3 duplicate: £ 4 adamant: EHAY
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name: |l Giornale (pronounced eel jor-NAH-lee), which means “newspaper,” or

“daily.” Early in 1985, he told Starbucks owners, including Jerry Baldwin, about

his plan and announced that he would leave the company at the end of the
year. Baldwin and Bowker supported Schultz’s decision to break off on his

own. They even decided to invest $150,000 of Starbucks’ cash in Il Giornale

S B IEGE'S S

telling Schultz that they thought his business plan was strong.

FOR

Baldwin and Bowker’s support meant almost as much as their money to

Schultz, who still had to raise about $1.7 million more to get his idea—a chain

BUILT

of Italian-style coffeehouses spread across the country—off the ground. By

January 1986, he had raised $400,000 in seed money, enough to open a first store
in Seattle. Schultz’s hope was that once that store was up and running, it would
be easier to attract investors. They would be able to see the beauty of the de-
sign and taste the quality of the coffee,énd Schultz was confident that would
be enough to earn the rest of the money needed to expand the business.
On April 8,1986, the first Il Giornale store opened in downtown Seattle. On
its first day of business, almost 300 customers stopped by. Within six months,
the store was serving about 1,000 people a day—many of them regulars who
had even learned how to pronounce Il Giornale correctly. A second Seattle
store opened in October; in April 1987, a third store, in Vancouver, British
Columbia, was up and running. By the middle of 1987, sales at Il Giornale were
close to $500,000 a year. Although he was not yet making a profit, Schultz

could almost taste the success in his morning cup of coffee.
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