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We’re a nation that runs on coffee. 
At least, that’s what coffee giant Dunkin’ 
Donuts declares across its paper cups 
filled with, you guessed it, coffee. Who 
knows when this addiction began (the 
first Starbucks open in Seattle in 1971), 
but it’s here to stay. And it’s getting 
worse. Starbucks has over 21,000 stores 
in over 65 countries. Dunkin Donuts had 
10,083 stores at the end of 2011 across 
32 countries. Other top companies 
include Costa, the Coffee Bean, Gloria 
Jean Coffee, and Caribou Coffee. 

America’s obsession with the caffein-

ated beverage has created a $30 billion 
industry. Americans drink an estimated 
400 million cups of coffee each day. But 
coffee is more than a drink; it’s a com-
modity, a cultural fixation. Coffee isn’t 
the only way Americans get caffeine: We 
have energy shots, energy gum, prescrip-
tion drugs, and sodas. 

In the 1950’s, a standard 5-ounce cup 
of Joe contained 70-100mg of caffeine. 
Today, the standard 16-ounce cup of 
Starbucks coffee contains 330mg of 
caffeine. 90% of the adult population 
ingests coffee on a daily basis. 

Caffeine Addicts
How the coffee empire Starbucks has turned us into 
addicts and what effect that has on small businesses.
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Starbucks first store opened in 1971 at Pike’s 
Place Market in Seattle, Washington. Howard Schultz first 
joined the company in 1982 working in the retail operations 
and marketing section of the company. After a trip to Italy, 
Schultz was impressed with the way coffee is brewed and 
Italy and convinced the Starbucks CEOs to start making cof-
fee this way. Thus, the Starbucks we know today.

Starbucks is certainly not the first coffee house. The first 
record of a public place serving coffee is in 1475 in the 
Turkish city Constantinople. The first coffee house in Europe 
wasn’t until 1529 when the idea of adding sugar and cream to 
coffee was introduced. The coffee house, located in Vienna, 
began serving sweet pastries and confectionary treats along 
with the coffee, and popularity exploded.

When America was first colonized, coffee houses came 
along. They served as a hotspot for business communities. 
The Tontine Coffee House, established 1792, was the original 
location for the New York Stock Exchange. During this time, 
coffee houses only sold plain coffee. But the invention of 
the espresso machine in 1946 allowed coffee shops to brew 
specialty coffee quickly, creating the modern coffee house we 
are all familiar with.

Tell your story, refusing to let others define you. Use 
authentic experiences to inspire. Stick to your values, 
they are your foundation.”

-Howard Schultz, Starbucks CEO

“



FL
A

P 
-  

FO
LD

 A
N

D
 G

LU
E 

B
EH

IN
D

 N
EX

T 
SP

R
EA

D
 FLA

P -  FO
LD

 A
N

D
 G

LU
E B

EH
IN

D
 N

EXT SPR
EA

D
 

Back in 2000, the Harvard Business Revie w 
published an article in the March issue called “The 
Starbucks Effect”. The main idea was that Starbucks’s 
creativity and innovation in the field of cafés has ben-
efitted coffee distributors all over the US. In 1990, 3% of 
coffee was sold at premium prices. By 2000, that number 
was 40%. Starbucks forced companies to rework their 
products to feed this growing trend of specialty coffee. 
It’s also the reason why we have so many small specialty 
coffee shops today. Starbucks opened the idea of spe-
cialty coffee, and its popularity has led to the success of 
many other small shops.

Starbucks has had a huge cultural impact beyond gener-
ating a need for specialty coffee. Starbucks has become 
a lifestyle, rather than just a simple cup of coffee. 
Starbucks is a lifestyle, a status. No one really needs a $3 
cup of coffee. But we pay for it, and we love it. Why? 

A Temple University professor, Byrant Simon, spent sev-
eral years analyzing Starbucks and the cultural impact 
of the coffee giant. “Starbucks is selling status, which is 
a different model than say Walmart, which is about sell-
ing more,” Simon says, “When we saw Starbucks pursue 
the selling-more model, it cut into the status-making 

that had been so successful. Walmart is about value. 
Starbucks has never been about that.”

We really are purchasing a lifestyle, not a cup of coffee. 
This idea reinforced itself when Starbucks expanded 
across the globe. It wasn’t enough to be an “exotic” 
coffee. Countries across the world began experienc-
ing their own “Starbucks Effect” as the coffee empire 
expanded. Of course, globalizing a successful company 
like Starbucks means you will run into trouble. Rival cof-
fee shops stole business practices and even the company 
logo, leading to intellectual property laws so customers 
wouldn’t get the shops confused.

Starbucks wasn’t always the success it is now. By 2008, 
Starbucks felt the repercussions of a hurting economy. 
The company suffered from lack of sales, poor coffee, 
and unpleased customers. Howard Schultz had stepped 
down from the CEO position in 2000, but he stepped 
back up to the position in 2008 to reinvent the company. 
Starbucks added the popular Pike Place Roast to satisfy 
the everyman, retrained employees, and reinvented the 
company name to live up to the expectations it had cre-
ated for its loyal customers. 

After 2008, Starbucks’ success 
shot through the roof once again. 
The company’s number one goal 
was to be the undisputed coffee 
authority. Changes included adding 
a milder Pike Place Roast, the VIA 
Ready Brew line, the launch of the 
loyalty program, investing in social 
media, and focusing on global 
expansion. 7,000 stores across 
the country closed in February of 
2008 so employees could receive 
“Espresso Excellence Training”.  

Starbucks also began giving back 
to the community in a big way. After 
Hurricane Katrina, many employees 
gave back to the community by 
project aid to areas in the city that 
were still suffering. Schultz also 
paired with Bono to announce a 
partnership where holiday bever-
age sales benefit the Global Fund, 
which supports AIDS relief and 
research in Africa. 

Starbucks did an incredible thing in 
creating a product no one knew they 
needed. Although Starbucks was not 
the first specialty coffee shop on the 
market, it is certainly the largest and 
the most well known. Many smaller 
shops have followed in Starbucks 
footsteps. And although Starbucks 
may remain competitive with the 
smaller coffee shops, Starbucks does 
not pose as much of a threat as some 
are led to believe. 

Coffee houses are like a “Third 
Place” in our lives. We have our 
work, and we have our home. But 
a coffee shop lies somewhere in 
the middle of those two things. 
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Severe as its financial needs may be, you 
also have to figure out what you will invest 
in. Schultz knew that if he waited until the 
company was out of the woods to invest in 
new products, communication channels, and 
ways of doing business it would be too late—
Starbucks would no longer be relevant.”

-Nancy Koehn, Professor at Harvard Business School

“

Since 1971, Starbucks stores have become a Third 
Place – a comfortable, sociable gathering spot 
away from home and work, like an extension of the 
front porch.  People connect with Starbucks because 
they related to what we stand for.  It’s the romance 
of the coffee experience, the feeling of warmth and 
community people get in Starbucks stores.

“



FL
A

P 
-  

FO
LD

 A
N

D
 G

LU
E 

B
EH

IN
D

 N
EX

T 
SP

R
EA

D
 FLA

P -  FO
LD

 A
N

D
 G

LU
E B

EH
IN

D
 N

EXT SPR
EA

D
 

Before Starbucks became the giant it  is now, 
small coffee shops were the places people got their daily 
caffeine fix. All coffee shops had their own distinct flavor, 
and possible quality. Starbucks may dominate the mar-
ket now, but small coffee houses can still beat Starbucks.

One rumor people often say about Starbucks and small 
coffee shops is that Starbucks will often run your average 
mom-and-pop coffee shop into the ground. While this 
has happened on a few occasions, it is more often false 
than true. In fact, small coffee shops can often thrive on 
the competition provided by coffee giants like Starbucks.  
And the competition keeps getting worse. Starbucks 
adds thousands of stores every year, introduced drive-
trues in many of its stores, and is currently developing 
coffee trucks that can drive to college campuses and sell 
coffee to students. 

A huge reason small coffee shops are so successful is 
due to how they treat customers and how they develop 
their individual identity. “The independents that are 
successful are really serving a different type of product,” 
says Andrew Hetzel, a coffee industry consultant. “They 

have their own unique style and brand.” This means sell-
ing food or drinks Starbucks may not have or offering 
free refills on coffee. Small businesses are also able to 
make changes quicker than corporate businesses. The 
key is to adapt. 

There is also an increasing trend of customers desiring 
better quality food and beverage. Most large corpora-
tions can’t fill that role, and that’s when customers turn 
to their favorite local shops. 

Starbucks products aren’t known for the high-quality 
coffee that first made it successful. Now, products con-
tain a lot of milk and sugar. Entrepreneurs can differenti-
ate their coffee by paying attention to the coffee itself. 
For example, one coffee shop owner grinds coffee at dif-
ferent settings based on the moisture in the air. 

Small coffee shops generate more positive reviews and 
feedback when larger companies, such as Starbucks, are 
mentioned as being competition. This goes for all small 
businesses: if a local bookstore advertises that large 
companies are its only competition, individuals are more 
likely to buy books.

ourthouse   ommon
Espresso Bar & Bistro

Carlisle, Pennsylvania

Some people go to coffee houses to do 
work without the stifling atmosphere of a 
normal workplace. Others appreciate the 
calm atmosphere for chatting and good 
coffee. Whatever your reason, coffee 
houses are desired for their specific kind 
of feel that no other place can achieve.

Starbucks achieving Third Place status 
means it has become a place people 
intentionally seek out to spend time at. 
We don’t always choose where we live or 
where we work, but we can choose what 
we do with our free time. The Third Place 
is where we choose to spend time, and 
for many people, that place is Starbucks.

There is one setback for the coffee giant: 
As Starbucks continues to grow bigger 
and dominate more of the market, peo-
ple begin to gravitate away from the cof-
fee giant in favor of smaller coffee shops. 
Originally, many believed Starbucks put 

small-town coffee shops out of business. 
Not only is this not true, but it’s actually 
quite the opposite.

Starbucks did an incredible thing in 
creating a product no one knew they 
needed. Although Starbucks was not the 
first specialty coffee shop on the mar-
ket, it is certainly the largest and most 
well-known. Many smaller shops have 
followed in Starbucks footsteps. And 
although Starbucks may remain com-
petitive with the smaller coffee shops, 
Starbucks does not pose as much of a 
threat as some are led to believe. 

But why do people continue to go to cof-
fee houses, Starbucks or not? What is the 
appeal?
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Fresh coffee || Homemade treats || Seasonal products || Open Mic  nights
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Smaller coffee shops also have an easier 
time connecting with their surrounding customers. 
Some businesses sponsor local organizations, or set 
their design based on the surrounding atmosphere. 

Starbucks has not necessarily hurt small busi-
nesses. Instead, Starbucks created the initial need 
for specialty coffee, and small coffee shops fol-
lowed. This relationship has helped the coffee mar-
ket and created a unique way to serve customers. 
Small businesses must remember in order to beat 
Starbucks, take an approach Starbucks has not.  

To put it even more simply, people enjoy support-
ing small-companies. When large businesses such 
as Starbucks move in close to a small coffee shop, 
there will be an initial appeal as people go for con-
venience. However, Starbucks doesn’t have a nov-
elty appeal like local coffee shops. Starbucks can’t 
alter its coffee recipes based on moisture in the air 
or temperature outside, nor does it have a home-
made touch that people find endearing.

There are four times more independent coffee 

houses than Starbucks, so it seems like small time 
shops should easily overpower the Starbucks 
giant. Instead, customers like the convenience of 
Starbucks coffee. In fact, Starbucks guarantees 
customers to get them in and out in less than five 
minutes. That is certainly appealing to the on-the-go 
individual, but small coffee shops counter this speed 
by providing novelties that cannot be appreciated 
in the bustling atmosphere of a Starbucks. Novelties 
mentioned before are used, like large coffee mugs, 
live music, and an inviting ambience with cushiony 
chairs give customers a much more laid-back feel 
compared to the industrial feel of a Starbucks. 

One other issue is Starbucks cannot adapt to 
the customers that change between locations. 
Starbucks works well for urban places because of 
their fast-paced environment and convenient appeal 
that work for most. For a more specified market, 
however, such as a small town in Pennsylvania, local 
coffee shops have an easier time adapting to the 
customer market.

arm              earts           afe
Mechanicsburg, Pennsylvania

CHW
Live music every night from local artists  || Lunch & Dinner || One Heart Ministries
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You can love Starbucks or you can 
hate it, but Starbucks is here to stay. But so 
are coffee shops. Coffee is the second most 
traded commodity behind oil. As millenials 
storm the market, the demand for coffee 
consistently increases. Coffee costs around 
$2, and some are predicting the market 
could finish 2014 with the first deficit in 
three years, and remain so until 2017. 

And small town coffee shops won’t be over-
run by Starbucks or any other coffee giant 
in the near future either. Look at Australia: 
Starbucks tried to penetrate the Australian 
market in 2000 by opening 84 stores. 
Eight years later, 61 of those stores closed 
because they simply could not compete 
with local coffee shops. Of the 6,500 coffee 
houses in Australia, 95% of them are inde-
pendently owned. 

People care about coffee. In fact, we’re 
addicted to it. We wake up demand-
ing our coffee. And it’s going to stay that 
way, despite how many people tell us it’s 

unhealthy to consume 5 cups of coffee a 
day. Starbucks, and every other coffee shop 
of the world, are simply fulfilling a need and 
desire of the public. 

The key to survival in the coffee market is 
quality. Customers want good coffee. If it’s 
convienient, that’s a plus, but good cof-
fee will always win in the end. But some 
customers crave the intimacy and novelty 
of small shops that big businesses like 
Starbucks cannot provide. Understand your 
customers and your publics to know what 
they desire in their coffee shop. 

We may be addicts, but we are happy 
addicts, and this is one addicition no one 
will be breaking anytime soon. Own your 
addiction, crave your coffee, and explore the 
coffee shops around you. Even if Starbucks 
is your go-to coffee place, make sure you try 
other places. You never know where your 
favorite cup of coffee could be coming from.

Conclusion

Grow with discipline. Balance intuition 
with rigor. Innovate around the core. Don’t 
embrace the status quo. Find new ways 
to see. Never expect a silver bullet. Get 
your hands dirty. Listen with empathy and 
overcommunicate with transparency. Tell 
your story, refusing to let others define 
you. Use authentic experiences to inspire. 
Stick to your values, they are your founda-
tion. Hold people accountable, but give 
them the tools to succeed. Make the tough 
choices; it’s how you execute that counts. 
Be decisive in times of crisis. Be nimble. 
Find truth in trials and lessons in mistakes. 
Be responsible for what you see, hear, and 
do. Believe.

“

-Howard Schultz
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