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I. Introduction

US citizens spend almost half of their expendable income on food, mostly for dining out.
  Additionally, as the demand for convenience has made eating out a normal routine for Americans, demand for specialty food services has increased in recent years.  It remains the goal of companies like Starbucks to obtain as large a share of the market as possible and grow and maintain the market share in the face of intense competition in order to remain profitable.  Starbucks has attempted to achieve this goal though its corporate strategy, best exemplified in the company’s mission statement:

To establish Starbucks as the premier purveyor of the finest coffee in the world while maintaining our uncompromising principles as we grow.

The following six guiding principles will help to measure the appropriateness of that decision:
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Provide a great work environment and treat each other with respect and dignity.
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Embrace diversity as an essential component in the way we do business.
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Apply the highest standards of excellence to the purchasing, roasting, and fresh delivery of our coffee.
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Develop enthusiastically satisfied customers all of the time.
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Contribute positively to our communities and our environment.
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Recognize that profitability is essential to our future success.

Starbucks is a company that prides itself on its ability to deliver high-quality coffee beverages, pastry, and retail products, providing a high level of customer service in an environment conducive to relaxation.  Starbucks' strategy is mandated down from the corporation’s headquarters to each of the 2,200 Starbucks sites, with the express intention being to create a uniform atmosphere from one site to another, as well as  delivering an experience that the customer is sure to find superior to the competition.

Site Characteristics

Starbucks Store #868 is located at 68-A Central Street in Wellesley, Massachusetts.  It is a fifteen-year old building that previously held a Coffee Connection store before that company was bought out by Starbucks in the mid-‘90s.  The store location is leased, with the site paying rent on a step-rent basis with the variable portion driven by the site’s sales revenue per month.  The store has over one thousand square feet of retail space, including preparation areas, display cases, seating for forty-five people at twelve tables, and a bathroom.  Another thousand square feet of space in the basement is used for both dry and refrigerated storage, as well as for managerial office space.  The storage area allows the site to carry a large volume of inventory in the form of coffee beans, retail stock, supplies, refrigerated goods, and other items to optimally meet the store’s cyclical and sometimes sporadic demand.

The site is the second most profitable in the fourteen store region, due in large part to the work of the site’s departing manager, Mike Herlihy, who improved the store’s profitability by forty-eight percent from fiscal year 1998 to fiscal 1999.  He has achieved this phenomenal growth rate by focusing on high margin items such as espresso drinks, blended beverages, and Starbucks own whole coffee beans.  At the same time, he stressed the management of costs, most importantly labor and benefits (although the store did benefit by not having an assistant manager on site for seven to eight months in 1999).  The store has one large cappuccino machine that is able to brew up to four portions of cappuccino at a time (although each single drink can use up to two portions) and four coffee brewers with two “satellite” heaters to keep coffee hot and the brewers available to make additional coffee during busy time periods.  The display area consists of one four-tiered pastry display case, several racks for whole bean coffee, and a ten-foot long  by nine-foot tall area for retail sales, including items such as brewing equipment, ceramic and stainless steel cups and mugs, CD’s, books, and more.

The store’s sales are derived mainly from early morning commuters and shoppers in the nearby retail district.  The store also benefits because there is only one competitor, Au Bon Pain, competing in a few-block radius.  The store is conveniently located only one block away from a local MBTA Commuter Rail train station and the store achieves sixty percent of its weekdays sales volume by twelve noon.  In addition, by being located in a relatively up-scale shopping area, Starbucks achieves a high level of sales on the weekends as well from local shoppers and residents.

II. Site’s Organizational Assessment

A. Strategy at the Retail Location

According to Mike Herlihy, the goal of the site is to create an environment that can be described as a “Third Place.”  The concept of this “Third Place” is of vital importance to the customer’s pleasant visit.  The “Third Place” policy outlines Starbucks’ wish to make their site a place dissimilar to home or work (or for students of the surrounding colleges – school).  Customer service and high product quality are emphasized in order to enhance the dining experience and build customer loyalty.  The environment should exist where customers can sit down and relax, bathed in the warm luxury of soft music in a comfortable environment, and enjoy a fresh, hot cup of Starbucks’ coffee with a delicious pastry.

Another strategy of this site is to achieve a high level of profitability through focusing on high margin items such as espresso drinks and blended beverages while generating add-on sales in the form of pastries, whole coffee beans, and retail items.  Controlling costs is also another important factor in achieving this goal, accomplished through the reduction of labor and minimization of waste.  Each store has it’s own market niche, with some (such as the Framingham site located in Barnes and Noble) specializing in sit-down dining and retail items, while others (such as the Wellesley location) specializing in whole coffee beans and coffee beverages.  This allows each store to match its product offering within its own operating environment, giving them the opportunity to maximize sales and overall profitability on a local level. 

B. Store and Divisional Organizational Structure

The site’s organizational structure is functional and relatively flat, which seems to work well in the retail sales environment.  Each store has a store manager and assistant manager if the store’s sales are at least $12,000 per week.  Under the management layer are shift supervisors and a number of baristas.  The Wellesley site in particular has one brand new store manager and an assistant manager at the present time, two shift supervisors, and fourteen baristas.  The previous assistant manager was promoted to store manager at another local location, leaving the Wellesley store without an assistant manager for seven to eight months. 

The corporate organization is relatively tall.  Above the store manager is the Divisional Manager, (with fourteen locations in his control), the Director of Regional Operations (Boston regional – extending from Maine to Connecticut), the Northeast U.S. Zone Operations Manager, and the Director of Operations for North America.  Much of the corporate communication that reaches the stores must pass through this hierarchical channel, although the store is also able to send and receive communications directly through the satellite hookup with the Seattle corporate location.

One person is responsible for opening the store in the morning, with a great deal of the cleaning and preparation work done the night before.  The day begins with two partners at 6 a.m., increases to three at 7 a.m., four at 8 a.m., and decreases after the peak period has passed at approximately 10:30 a.m.  There is always one partner at one of the three cash resisters who is also responsible for calling out each customer’s order and marking the cups for the bar, pouring drip coffee, getting pastry from the display case, and selling whole bean coffee by the pound.  Another partner (and in busy times two partners) works the area which contains the cappuccino machine, the busiest area of the store and the bottleneck of the operation.  All baristas are responsible for cleaning the counters, the work areas, the two condiment areas, and the seating areas in order to maintain the clean “Third Place” atmosphere Starbucks strives to achieve. Starbucks policies recommend partners switching tasks approximately every thirty minutes, but the Wellesley site is not a strict abider of this recommendation in rush periods.

C. Operational Controls Systems

The strategy behind operations at Starbucks is to serve the customer a customized product in an efficient manner, while maintaining high levels of quality and profitability.  To achieve this goal, Starbucks employs a large number of systems and controls, many of which are specifically designed and dictated by the corporate offices in Seattle.

Despite being a coffee and food retailer, Starbucks utilizes a large degree of information technology in their operations.  Each store's computer system performs a central role in providing key information to better run the store's operations.  Each register is electronically linked to a computer located in the manager’s office.  This computer is connected to a satellite system that allows for continuous communications among each individual store and the corporate headquarters. This computer system gives Starbucks store and divisional managers updated information that can be accessed at almost any time.  The computer system allows management to monitor sales, costs, expenses, and inventory levels, as well allocate direct labor hours based on anticipated sales levels.  Since historical sales levels as well as recent sales trends are recorded in the computer system, demand can be analyzed and future sales estimated for any given period of time.  The computer system uses past sales and expectations of future sales in order to output the optimal allocation of labor hours for any given shift.  This output from the computer system is the primary basis in determining how many employees are needed for each shift, and can only be overridden by changing future sales expectations. This labor allocation system allows the store to reduce costly overtime expenses by better estimating the number of employees needed at any given time.

In order to maintain uniformity in appearance, atmosphere, and customer experience, headquarters in Seattle exercises many controls over individual stores in areas such as store layout and design. Store layout is determined by headquarters in order to maintain uniformity among stores. Layout sheets are sent to each store when new products or interior store arrangements are introduced.  Partners then work to reorganize the store according the new store layout.  Even the way that pastries, beverages, and retail items are arranged in display areas is determined by corporate policy.  This ensures that no matter which store a customer enters, Starbucks’ unique layout, atmosphere, and product selection will be maintained throughout.

Internal controls for the store are mainly determined by the manager, based in part on the information provided by the computer systems. Managerial internal controls are limited to areas such as controllable expenses and product ordering.  The manager is able to decide which products to order and in what quantity.  This takes into account the fact that sales of these items vary from store to store.  Ordering decisions are based upon sales data as well as observations made by the manager or partners.

Starbucks is able to build quality into their processes through the utilization of Total Quality Management control techniques.  The first step Starbucks has taken in this direction has been in gaining control of the entire production channel.   Starbucks is very vertically integrated, with the corporation exercising vast control over raw whole bean purchasing, bean roasting and grading, coffee bean inventory distribution, product preparation, and delivery to the final end-user.  Beans are supplied to all northeast region stores by Starbucks' bean processing plant in York, Pennsylvania.  Additionally, many of the retail items carried in stores are supplied by centralized manufacturers and distributors. 

As a large purchaser of products such as milk, pastries, and bagels, Starbucks is able to leverage its position and purchasing power to secure favorable terms from suppliers. This helps to ensure that the store is able to meet its needs with a great degree of continuity of performance and high-quality of inputs.  Products are ordered from a list of local vendors provided by regional management.  The managers themselves are not responsible for bidding out individual supply contracts and maintaining these relationships, although they are able to supplement these suppliers in times of need with purchases from local establishments.

The Wellesley site has not had any problems with deliveries in the past two years, although they do tend to maintain a very high level of inventory in whole coffee beans because of past scares over sell-outs at peak times of the year.  Although there are no alternative suppliers the store can use should the contracted supplier not perform, stores are able to utilize a transfer system where they can exchange inventory manually between stores, and electronically make financial adjustment to reflect these changes.

Quality of products is also ensured through the processes used to brew coffee beverages and maintain pastry freshness.  Each time a batch of coffee is brewed in one of the state-of-the-art coffee brewers, a sixty-minute timer is attached.  Once the timer expires, the quantity of unused coffee is marked out and thrown away.    Similarly, the pastries are rotated throughout the day.  Breakfast pastries, which have a short shelf life, are marked out and thrown away by 5 p.m. and replaced with snack and desert pastries.  These pastries are kept slightly longer, some as long as a few days.   Even these are marked out and thrown away days before their theoretical shelf life expires to maintain the high level of quality that Starbucks demands.  Although there is a definite waste and sale opportunity cost associated with this decision, Starbucks would rather ensure high customer satisfaction than sacrifice quality with an inferior product.

D. Process Analysis

As a service business, defining the production process of customer orders is different than in a manufacturing environment.  To calculate batch cycle time, hourly capacity, work in process (WIP), and throughput rate, the analysis must focus on more than just the length of time it takes to fill a customer's order.  It must take into account other factors such as beverages ordered, add-on sales, the time of day, staffing levels, and the queue before the cash registers. When the customer arrives in the store, the length of time (s)he spends before getting to the register depends on the number of people waiting at the queue.  Once at the register, the length of time it takes to complete the order depends upon what combination of items are ordered and what level of WIP exists before the system bottleneck, the cappuccino machine.

The order cycle time depends upon the number and type of item(s) ordered, and whether or not the order can be filled completely by the barista at the register, or if the items must flow through the system bottleneck.  Naturally, orders that can be filled completely at the register take much less time than bottleneck orders.  The following chart catalogues approximate drink cycle times for a series of transactions observed at the Wellesley site:


Pastry
No Pastry

Bottleneck Orders
(Cappuccino products, etc.)
.53
.53

Non-Bottleneck Orders
(Drip Coffee, etc.)
.40
.27

These estimates are per drink ordered based on one employee working the bottleneck.  Actual batch cycle time depends upon the number of drinks and pastries ordered.  


One Worker
Two Workers
Overall

Total # Drinks Served
30
27
57

Total Time of Drinks Served (Minutes)
16
8
24

Est. Cycle Time per Drink
0.53
0.29
0.41

System Hourly Capacity
114
208
145

Average WIP
5
5
5

Estimated Throughput Rate (Minutes)
2.63
1.44
2.07

Based on the bottleneck cycle time of .53 minutes (approximately 32 seconds), system capacity is approximately 114 drinks per hour.  Additionally, average WIP was observed to be five orders, leading to a throughput rate of 2.63 minutes.  For the time period observed, the longest batch cycle time was five minutes, with a median batch cycle time of 2.67 minutes.  These calculations were all based on having one person working at the bottleneck.  When a second person was added to the cappuccino machine, cycle times improved to .29 minutes (17 seconds) with system capacity of 208 drinks per hour and a throughput rate of 1.44 minutes. 

E. Financial Operations

The Wellesley store is an extremely profitable location, with estimated revenues in 1998 forty percent higher than the average Starbucks location.  Sales of coffee drinks, whole bean coffees, and pastries drive revenues. Sixty-one percent of restaurant revenues and fifty-three percent of restaurant contribution are realized through sales in beverages while twenty percent of revenues and twenty-one percent of contribution come from whole bean sales.  Pastry sales comprise twelve percent of revenues and ten percent of contribution.
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Source: Starbucks Consolidation – Retail P&L. Aug. 99. Store #868, Wellesley
Controlling costs is the major focus of daily operations at the Starbucks location.  The corporate headquarters makes conclusions about a site's profitability based on monthly sales level and variance levels in the four distinct areas of Starbucks business (namely coffee and beverage sales, whole bean coffee sales, pastry sales, and retail sales).  The computer system is highly effective at minimizing loss with its accurate prediction of sales.   The manager examines costs throughout the day, making ongoing staffing decisions based on sales.

Half of the manager’s annual bonus is determined based on his ability to control direct labor costs and controllable expenses.  Controllable expenses include cost of sales, labor and benefits, supplies, inventory mark outs and adjustments, and store costs for donations, entertainment, and customer relations.  The main drivers of cost for the store are cost of sales (32% of sales revenue), labor and benefits (22.4%), and occupancy expenses (11.2%).  Overall, operations at the Wellesley store have achieved an average controllable contribution (net sales less controllable expenses) of over $27,400 per month, with cash flows of approximately $12,500 per month flowing to the Starbucks corporate balance sheet.

Starbucks #868 – YTD Profit and Loss


8/31/99 FYTD
% of Sales

  Restaurant Sales

  Retail Sales
$555,583
204,993
73%
27%

Total Sales
$760,576
100%

  Cost of Goods Sold
242,593
32%

Gross Margin
$517,983
68%

  Labor and Benefits

  Supplies
  Other Controllable Expenses
170,550

15,187

30,043
22%

2%

4%

Controllable Contribution
$302,230
40%

  Occupancy Expenses

  Depreciation
  Advertising
84,922

49,344

17,700
11%

7%

2%

Total Store Income
$150,237
40%

  Assumed Taxes
$61,953
8%

Assumed Net Income
$88,284
12%

Plus Depreciation
49,344
7%

Assumed Store Cash Flows
$137,628
18%

Sales, costs, and inventory levels are all monitored on a daily basis by Starbucks’ IT system. These systems help the manager analyze sales, direct labor, product costs, controllable expenses, and inventories; and provide immediate feedback to store and divisional managers if significant variances exist from the plan.  Each sales unit is assigned a fraction of direct labor so that management can track labor productivity rates.  Additionally, the IT systems provide inventory analysis allowing for the calculation of economic ordering quantities (EOQ).  The manager at the Wellesley location has commented that the IT system can be used only as a guide if a manager wishes to establish a different EOQ.  In fact, at the location we visited, the manager reported that he was currently ordering up to 200% of his weekly needs in coffee beans for fear of stock-out and availability limitations in coming weeks.  

F. Staffing, Skills and Shared Values

Staffing is a pivotal factor that influences the site because of the corporate emphasis on Starbucks as a “third place.”  Potential partners are carefully selected in order to fill the store's needs and to better serve consumers.  Management interviews potential partners for their people skills, willingness to learn, enthusiasm and ability to handle stress.  According to the morning shift supervisor at the Wellesley site, the average age of the partners at this particular site is seventeen.  Thirteen partners are either Wellesley College or Babson College students or local high school students.  Presently, there are eighteen employees including two shift supervisors, an assistant manager and a store manager.

When a new partner begins at this particular site, he or she is sent for training sessions to the local training store, the Natick site.  All partners are expected to attend ongoing training sessions where they learn about customer service, products, quality, and skills needed in order to fulfill the goals of the company and be well-informed employees, able to answer consumer queries with ease.

Partners receive a book entitled Partner Information with all the information that a partner needs to know in order to work for Starbucks.  The book also helps to communicate the goals of the company to the partner.  The Partner Information manual contains information such as the general employment policy, pay packages, the Starbucks mission statement, and their six guiding principles.  One of the six guiding principles is to provide a great work environment and treat each other with respect and dignity.  This principle is very well accomplished at the Wellesley site.  Four partners independently discussed the main reason they liked working for Starbucks-- the people.  The four agreed that all partners and the manager are nice to each other, making the working environment very pleasant and enjoyable.  This factor could also be observed through their working interaction and collaboration with each other.  Partners showed respect for one another, yet still seemed to have fun at the same time.  They worked together more as partners in a business than as co-workers.  Although the shift supervisor was there, she did not tell others what to do. Instead, it seemed that everybody knew what to do, and were not sitting idly at any time.  Each shift supervisor uses a task chart, assigning jobs to partners throughout their shift.  This creates a situation with little on-the-go instruction and an overall degree of team building and understanding. 

Partners are empowered to make decisions without having to constantly consult the manager.  In one event, a customer had a problem with her drink and told one of the baristas.  Instantly, the partner gave the customer a coupon for a free cup of coffee, all without having to ask for the manager to deal with the situation.  This works well because the manager is not always in the store and this allows the partner to achieve a high level of job satisfaction.  Additionally, this allows for problems to be solved at times when the manager is not available, since the manager only works between forty-five and fifty-five hours per week while the store is open over 100.

In addition to a competitive base wage, Starbucks Corporation offers its partners a benefits package that includes bonuses, health care, dental and vision care, stock options at a twenty-percent discount rate, as well as a free pound of coffee each week and free drinks each shift.  Eligibility for benefits packages and stock option plans depends upon the length of the time worked with the company as well as the number of hours consistently worked each worked each week.  A minimum of twenty hours per week is required to receive benefits.  If an employee falls below this level for even one, it is enough to compromise these benefits.  Raises are based on semi-annual performance evaluations with raises ranging from 0-5%.  However, according to the site manager, the competitive job market leaves management with little choice but to max out these raise levels in order to retain those employees.

The fact that the site’s previous manager, Mike Herlihy, was promoted to another store affects the partners at the Wellesley site deeply.  One of the partners expressed her sadness because Mr. Herlihy was leaving.  Before leaving, the partners threw a good-bye party for the manager.  In this situation, a strong partner relationship with the manager can be noticed, and their closeness and bond can also be evidenced.  After Mr. Herlihy was transferred to a less-profitable site in Framingham, two other partners also expressed their sadness because of management’s leaving the store –first the assistant manager seven months ago and now, the manager.

III. Alignment of Store with Corporate Strategy

The company's mission statement lists the employee first and profits last, and the store's strategy suggests setting up a "Third Place" environment where a person can feel as comfortable and familiar as if at home.   However, in analyzing the Wellesley location, it is obvious that Starbucks may have gotten its priorities backwards – profits appear to come first, at the expense of the "Third Place" environment Starbucks wishes to establish.

One of the weaknesses observed is the fact that the number of people working each shift is determined by the computer based on previous years’ sales data and estimation of daily sales.  The system may be free of human error, but allows little room for variation if strictly adhered to.  The store manager could override the number of partners necessary if he or she did not agree with the sales projection but is punished financially (in the form of a lower bonus) for overscheduling if variances exist in either sales volume or direct labor.

It is also questionable if the overall company benefit packages are relevant, particularly at the site in Wellesley since the average partner is seventeen years old and probably already has medical coverage from their parents. Rewards are not an influence in employee morale.  In the interviews conducted with the partners, none of them recall receiving any reward or raise outside of the ones determined through mandatory employee evaluations and by a recent cost of living pay increase.  It seems that there is a lack of a solid reward system.  The manager said that small gifts, like Starbucks T- shirts and movie tickets, were given to partners, but no monetary reward was ever given to them for outstanding performances.

Another big problem for the site is the high turnover rate – both employee and management.  This is not consistent with the store’s goal of providing customers with a "Third Place" environment.  When customers go to Starbucks they tend to want to see the same people behind the counter, especially in a community like Wellesley.  One partner mentioned that after another partner had left the store, and for up  to three months thereafter, patrons were still coming in and asking for him.  Patrons build bonds with partners over time, so the high turnover rate is contrary to customer expectations and needs.  This high rate of turnover compromises Starbucks’ ability to implement its strategy of creating the "Third Place" because it fails to develop enthusiastically satisfied customers.

IV. Recommendations for Improvement

A. Revamp the Employee Reward System

Starbucks' current pay and benefit structure is not conducive to long-term employee retention and the creation of the "great work environment" mentioned in the company's mission statement. Currently, a large percentage of the staff is under the age of twenty, with a majority of these being high school and college students.  Outside of a relatively competitive hourly wage, there is very little incentive given to employees.  The benefits packages are not tailored to their needs since so many already have medical coverage and do not have the foresight or acumen to realize the value of stock options.  Money is the biggest incentive that can be given to these employees in order to make them more productive and less likely to leave after a short employment period.  The impact on customers lies in compromising the "Third Place" atmosphere by populating the store with a host of new partners on a month-to-month basis.  To improve the situation, Starbucks should consider offering employees a benefit and bonus package more tailored to their individual needs.  Additionally, either raises must be based on merit, or additional incentives must be built into the system.  If management is maximizing raises to maintain their employee base, there is no incentive for one employee to work harder than another because he or she will not receive anything for going the extra mile.  This only hurts Starbucks operations and threatens the "Third Place" environment.

B. Tighten Focus on Creating the "Third Place" Environment

Starbucks strives to create a "Third Place" environment in their stores.  In doing so, they undertake the task of creating an environment open to all patrons.  This environment must be comfortable enough so that all patrons from a diverse background would wish to relax and enjoy the ambiance in the atmosphere Starbucks works so hard to create.    However, Starbucks in general, and the Wellesley site in particular, has not always lived up to this expectation.  The Wellesley site offers poor handicapped accessibility, while at the same time does not enjoy a consistency of staffing that would allow consumers to build relationships with employees.

The front and restroom doors are not equipped with automatic openers, leaving handicapped customers having to wait for a passerby to help them get access in and out of the store and to the restroom.  The back door is not accessible whatsoever, since there are stairs leading down to the café floor.  The restroom itself is barely equipped for handicapped accessibility, and customers who are wheelchair bound will find it difficult to navigate the narrow aisle between the service counter and customer seating.  These could be installed at a minimal cost and would greatly improve the site's image in the eyes of the handicapped community.

Additionally, the poor reward system leads to a high employee turnover rate.  In fact, even the manager himself was recently located to another local store.  The degree of familiarity patrons feel is less than optimal.  Ideally, the "Third Place" represents an environment where patrons feel a connection with the baristas and management.  However, it is near impossible for this type of relationship to form since employees are being turned over so frequently.  Starbucks must find a way to entice employees to stay longer.  This can be achieved through two basic means – more monetary reward in the form of performance-based raises and special cash bonuses, and allowing more partners to have ownership and a greater role in decision making.

One last area of concern that was noticed on each of the four different site visits was the condition of the restroom.  Each time the site was visited, the condition of the restroom was observed, and each time the condition was atrocious, to say the least.  The restrooms looked as if they were not being checked at all during the shift.  To exacerbate matters, the bathroom also doubles as a mop room and cleaning supply storage closet.  Unfortunately, these areas are not partitioned and are in fact well on display while the facilities are being utilized.  This problem, while a simple matter to reconcile, is very noticeable to those who are regular customers.  Additionally, the cleanliness of a facility's restroom is a possible indication of the cleanliness of other areas, and without a doubt this is not in line with Starbucks' desire to create a "Third Place" environment.  The assignment of cleaning the restroom at regular intervals must be included on the shift task chart and shift supervisors must be vigilant in ensuring that restroom cleanliness is maintained appropriately.

C. Focus Profitability Measures on Profitable Sales, Not Just Reduction in Staffing

As the volume of sales vs. contribution margin percent chart indicates, the store is relatively underperforming on product segments that could be quite profitable, while at the same time, focusing solely on direct labor as the main key to achieve profitability.  Although the store is quick to give employees the maximum raises available under employee evaluation guidelines, they are even quicker to keep the employee from working a large number of hours since that would drive up overall costs.

The products with the largest contribution margin percentage are blended drinks (91% contribution margin), Espresso Drinks (88%), drip coffee (83%), and whole coffee beans (72%).  Additionally pastries (53%) and whole bean sales (72%) are additional potent sources of profit that do not cannibalize sales from Starbucks' other products.  By focusing the efforts of baristas on the sale of blended and espresso drinks over drip coffee, while at the same time generating add-on sales through suggestive selling of pastries and whole beans, the store would be able to achieve a much higher level of profitability.  Pastry sales volume is only 20% of that for beverage drinks.  Just by focusing on increasing pastry sales volume by 33%, the Wellesley site would be able to achieve an additional $16,000 in contribution, providing more than enough money to pay the salary for two part-time (20 hrs/wk) baristas.   If these additional staff members were to do nothing more than focus on improving the system bottleneck during periods of high demand, and improving customer service, the store would most likely achieve a significant growth in the number of "enthusiastically satisfied customers".  This would naturally lead to more frequent repeat visits, positive word-of-mouth advertising, increased sales, and increased profits.   However, the risk is that by focusing on reducing labor in order to reduce costs, the exact opposite is happening.  We witnessed at least three different people leaving the store during one site visit due to long queues and poor customer service.  

V. Conclusion

It would seem contrary to Starbucks' strategy to fulfill their mission statement and provide a "Third Place" environment that they not want to combat this situation by adding additional people who could provide excess capacity and positive customer service.  However, by focusing on people as a cost rather than a resource, Starbucks is severely limiting their ability to satisfy the consumers' needs.  The focus of any retail service environment has to be to provide the highest level of customer service, not to control costs, or rely on technology to make important staffing and business decisions.

For this site to realize growth to the next sales plateau, these simple recommendations must be undertaken.  Starbucks has positioned itself well in the market place, and the Wellesley site has the potential to be a very special store in the Boston area.  However, Starbucks and the Wellesley site management team have to challenge themselves to dynamically look at their store and all aspect of store staffing and operations.  Their goal has to be to develop a framework that takes into account every aspect of their business in order to achieve corporate and site growth objectives.
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