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Dedication





This books is dedicated with love to my wife, Sheri, to my mother, to the memory of my father and to all my partners at Starbucks, especially Mary Ciatrin Mahoney, Aaron David Goodrich, and Emory Allen Evans. You live on in our hearts.
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On a cold January day in 1961, my father broke his ankle at work.


I was seven years old at the time and in the midst of a snowball fight in the icy playground behind my school when my mother leaned out our seventh-floor apartment window and waved wildly in my direction. I raced home.


“Dad had an accident,” she told me. “I have to go to the hospital.”


My father, Fred Schultz, was stuck at home with his foot up for more than a month. I’d never seen a cast before, so it fascinated me at first. But the novelty quickly wore off. Like so many others of his station in life, when Dad didn’t work, he didn’t get paid.


His latest job had been as a truck driver, picking up and delivering diapers. For months, he had complained bitterly about the odor and the mess, saying it was the worst job in the world. But now that he had lost it, he seemed to want it back. My mom was seven months pregnant, so she couldn’t work. Our family had no income, no health insurance, no worker’s compensation, nothing to fall back on.


At the dinner table, my sister and I ate silently as my parents argued about how much money they would have to borrow, and from whom. Sometimes, in the evening, the phone would ring, and my mother would insist I answer it. If it was a bill collector, she instructed me to say my parents weren’t at home.


My brother, Michael, was born in March; they had to borrow again to pay the hospital expenses.


Years later, that image of my father—slumped on the family couch, his leg in a cast, unable to work or earn money, and ground down by the world—is still burned into my mind. Looking back now, I have a lot of respect for my dad. He never finished high school, but he was an honest man who worked hard. He sometimes had to take on two or three jobs just to put food on the table. He cared a lot about his three kids, and played ball with us on weekends. He loved the Yankees.


But he was a beaten man. In a series of blue-collar jobs—truck driver, factory worker, cab driver—he never made as much as $20,000 a year, never could afford to own his own home. I spent my childhood in the Projects, federally subsidized housing, in Canarsie, Brooklyn. By the time I was a teenager, I realized what a stigma that carried.


As I got older, I often clashed with my dad. I became bitter about his underachievement, his lack of responsibility. I thought he could have accomplished so much more, if he had only tried.


After he died, I realized I had judged him unfairly. He had tried to fit into the system, but the system had crushed him. With low self-esteem, he had never been able to climb out of the hole and improve his life.


The day he died, of lung cancer, in January 1988, was the saddest of my life. He had no savings, no pension. More important, he had never attained fulfillment and dignity from work he found meaningful.


As a kid, I never had any idea that I would one day head a company. But I knew in my heart that if I was ever in a position where I could make a difference, I wouldn’t leave people behind.


My parents could not understand what it was that attracted me to Starbucks. I left a well-paying, prestigious job in 1982 to join what was then a small Seattle retailer with five stores. For my part, I saw Starbucks not for what it was, but for what it could be. It had immediately captivated me with its combination of passion and authenticity. If it could expand nationwide, romancing the Italian artistry of espresso-making as well as offering fresh-roasted coffee beans, I gradually realized, it could reinvent an age-old commodity and appeal to millions of people as strongly as it appealed to me.


I became CEO of Starbucks in 1987 because I went out, as an entrepreneur, and convinced investors to believe in my vision for the company. Over the next ten years, with a team of smart and experienced managers, we built Starbucks from a local business with 6 stores and less than 100 employees into a national one with more than 1,300 stores and 25,000 employees. Today we are in cities all over North America, as well as in Tokyo and Singapore. Starbucks has become a brand that’s recognized nationally, a prominence than gives us license to experiment with innovative new products. Both sales and profits have grown by more than 50 percent a year for six consecutive years.


But the story of Starbucks is not just a record of growth and success. It’s also about how a company can be built in a different way. It’s about a company completely unlike the ones my father worked for. It’s living proof that a company can lead with its heart and nurture its soul and still make money. It shows that a company can provide long-term value for shareholders without sacrificing its core belief in treating its employees with respect and dignity, both because we have a team of leaders who believe it’s right and because it’s the best way to do business.


Starbucks strikes an emotional chord with people. Some drive out of their way to get their morning coffee from our stores. We’ve become such a resonant symbol of contemporary American life that our familiar green siren logo shows up frequently on TV shows and in movies. We’ve introduced new words into the American vocabulary and new social rituals for the 1990s. In some communities, 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 relate to what we stand for. It’s more than great coffee. It’s the romance of the coffee experience, the feeling of warmth and community people get in Starbucks stores. That tone is set by our baristas, who custom-make each espresso drink and explain the origins of different coffees. Some of them come to Starbucks with no more skills than my father had, yet they’re the ones who create the magic.


If there’s one accomplishment I’m proudest of at Starbucks, it’s the relationship of trust and confidence we’ve built with the people who work at the company. That’s not just an empty phrase, as it is at so many companies. We’ve built it into such ground-breaking programs as a comprehensive health-care program, even for part-timers, and stock options that provide ownership for everyone. We treat warehouse workers and entry-level retail people with the kind of respect most companies show for only high executives.


These policies and attitudes run counter to conventional business wisdom. A company that is managed only for the benefit of shareholders treats its employees as a line item, a cost to be contained. Executives who cut jobs aggressively are often rewarded with a temporary run-up in their stock price. But in the long run, they are not only undermining morale but sacrificing the innovation, the entrepreneurial spirit, and the heartfelt commitment of the very people who could elevate the company to greater heights.


What many in business don’t realize is that it’s not a zero-sum game. Treating employees benevolently shouldn’t be viewed as an added cost that cuts into profits, but as a powerful energizer that can grow the enterprise into something far greater than one leader could envision. With pride in their work, Starbucks people are less likely to leave. Our turnover rate is less than half the industry average, which not only saves money but strengthens our bond with customers.


But the benefits run even deeper. If people relate to the company they work for, if they form an emotional tie to it and buy into its dreams, they will pour their heart into making it better. When employees have self-esteem and self-respect they can contribute so much more: to their company, to their family, to the world.


Although I didn’t consciously plan it that way, Starbucks has become a living legacy of my dad.


Because not everyone can take charge of his or her destiny, those who do rise to positions of authority have a responsibility to those whose daily work keeps the enterprise running, not only to steer the correct course but to make sure no one is left behind.


I never planned to write a book, at least not this early in my career. I firmly believe that the greatest part of Starbucks’ achievement lies in the future, not the past. If Starbucks is a twenty-chapter book, we’re only in Chapter Three.


But for several reasons, I decided that now was a good time to tell the Starbucks story.


First, I want to inspire people to pursue their dreams. I come from common roots, with no silver spoon, no pedigree, no early mentors. I dared to dream big dreams, and then I willed them to happen. I’m convinced that most people can achieve their dreams and beyond if they have the determination to keep trying.


Second, and more profoundly, I hope to inspire leaders of enterprises to aim high. Success is empty if you arrive at the finish line alone. The best reward is to get there surrounded by winners. The more winners you can bring with you—whether they’re employees, customers, shareholders, or readers—the more gratifying the victory.


I’m not writing this book to make money. All my earnings from it will go to the newly formed Starbucks Foundation, which will allocate the proceeds to philanthropic work on behalf of Starbucks and its partners.


This is the story of Starbucks, but it is not a conventional business book. Its purpose is not to share my life’s story, or to offer advice on how to fix broken companies, or to document a corporate history. It contains no executive summaries, no bulleted lists of action points, no theoretical framework for analyzing why some enterprises succeed and others fail.


Instead, it’s the story of a team of people who built a successful enterprise based on values and guiding principles seldom encountered in corporate America. It tells how, along the way, we learned some important lessons about business and about life. These insights, I hope, will help others who are building a business or pursuing a life’s dream.


My ultimate aim in writing Pour Your Heart into It is to reassure people to have the courage to persevere, to keep following their hearts even when others scoff. Don’t be beaten down by naysayers. Don’t let the odds scare you from even trying. What were the odds against me, a kid from the Projects?


A company can grow big without losing the passion and personality that built it, but only if it’s driven not by profits but by values and by people.


The key is heart. I pour my heart into every cup of coffee, and so do my partners at Starbucks. When customers sense that, they respond in kind.


If you pour your heart into your work, or into any worthy enterprise, you can achieve dreams others may think impossible. That’s what makes life rewarding.


There’s a Jewish tradition called the yahrzeit. On the eve of the anniversary of a loved one’s death, close relatives light a candle and keep it burning for twenty-four hours. I light that candle every year, for my father.


I just don’t want that light to go out.
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CHAPTER 1
Imagination, Dreams, and Humble Origins


It is only with the heart that one can see rightly. What is essential is invisible to the eye.


—ANTOINE DE SAINT-EXUPÉRY, 
THE LITTLE PRINCE
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Starbucks, as it is today, is actually the child of two parents.


One is the original Starbucks, founded in 1971, a company passionately committed to world-class coffee and dedicated to educating its customers, one on one, about what great coffee can be.


The other is the vision and values I brought to the company: the combination of competitive drive and a profound desire to make sure everyone in the organization could win together. I wanted to blend coffee with romance, to dare to achieve what others said was impossible, to defy the odds with innovative ideas, and to do all this with elegance and style.


In truth, Starbucks needed the influence of both parents to become what it is today.


Starbucks prospered for ten years before I discovered it. I learned of its early history from its founders, and I’ll retell that story in Chapter Two. In this book, I will relate the story the way I experienced it, starting with my early life, because many of the values that shaped the growth of the enterprise trace their roots back to a crowded apartment in Brooklyn, New York.


 





HUMBLE ORIGINS CAN INSTILL


BOTH DRIVE AND COMPASSION





One thing I’ve noticed about romantics: They try to create a new and better world far from the drabness of everyday life. That is Starbucks’ aim, too. We try to create, in our stores, an oasis, a little neighborhood spot where you can take a break, listen to some jazz, and ponder universal or personal or even whimsical questions over a cup of coffee.


What kind of person dreams up such a place?


From my personal experience, I’d say that the more uninspiring your origins, the more likely you are to use your imagination and invent worlds where everything seems possible.


That’s certainly true of me.


I was three when my family moved out of my grandmother’s apartment into the Bayview Projects in 1956. They were in the heart of Canarsie, on Jamaica Bay, fifteen minutes from the airport, fifteen minutes from Coney Island. Back then, the Projects were not a frightening place but a friendly, large, leafy compound with a dozen eight-story brick buildings, all brand-new. The elementary school, P.S. 272, was right on the grounds of the Projects, complete with playground, basketball courts, and paved school yard. Still, no one was proud of living in the Projects; our parents were all what we now call “the working poor.”


Still, I had many happy moments during my childhood. Growing up in the Projects made for a well-balanced value system, as it forced me to get along with many different kinds of people. Our building alone housed about 150 families, and we all shared one tiny elevator. Each apartment was very small, and our family started off in a cramped two-bedroom unit.


Both my parents came from working-class families, residents of the East New York section of Brooklyn for two generations. My grandfather died young, so my dad had to quit school and start working as a teenager. During World War II, he was a medic in the Army in the South Pacific, in New Caledonia and Saipan, where he contracted yellow fever and malaria. As a result, his lungs were always weak, and he often got colds. After the war, he got a series of blue-collar jobs but never found himself, never had a plan for his life.


My mother was a strong-willed and powerful woman. Her name is Elaine, but she goes by the nickname Bobbie. Later, she worked as a receptionist, but when we were growing up, she took care of us three kids full time.


My sister, Ronnie, close to me in age, shared many of the same hard childhood experiences. But, to an extent, I was able to insulate my brother, Michael, from the economic hardship I felt and give him the kind of guidance my parents couldn’t offer. He tagged along with me wherever I went. I used to call him “The Shadow.” Despite the eight-year age gap, I developed an extremely close relationship with Michael, acting like a father to him when I could. I watched with pride as he became a good athlete, a strong student, and ultimately a success in his own business career.


I played sports with the neighborhood kids from dawn to dusk every day of my childhood. My dad joined us whenever he could, after work and on weekends. Each Saturday and Sunday morning, starting at 8 A.M., hundreds of us kids would gather in the school-yard. You had to be good there, because if you didn’t win, you’d be out of the game, forced to watch for hours before you could get back in. So I played to win.


Luckily for me, I was a natural athlete. Whether it was baseball, basketball, or football, I jumped right in and played hard till I got good at it. I used to organize pickup games of baseball and basketball with whatever kids lived in the neighborhood—Jewish kids, Italian kids, black kids. Nobody ever had to lecture us about diversity; we lived it.


It’s always been a part of my personality to develop an unbridled passion about things that interest me. My first passion was for baseball. At that time in the boroughs of New York, every conversation started and ended with baseball. Connections and barriers with other people were made not by race or religion but by the team you rooted for. The Dodgers had just left for Los Angeles (they broke my father’s heart, and he never forgave them), but we still had many of the baseball greats. I remember walking home and hearing play-by-play radio reports blaring out of open windows on every side of the courtyard.


I was a die-hard Yankees fan, and my dad took my brother and me to countless games. We never had good seats, but that didn’t matter. It was the thrill of just being there. Mickey Mantle was my idol. I had his number, 7, on my shirts, sneakers, everything I owned. When I played baseball, I mimicked Mickey Mantle’s stance and gestures.


When The Mick retired, the finality of it was hard to believe. How could he stop playing? My father took me to both Mickey Mantle Days at Yankee Stadium, September 18, 1968, and June 8, 1969. As I watched the tributes to him, and listened to the other players say good-bye, and heard him speak, I felt deeply sad. Baseball was never the same for me after that. The Mick was such an intense presence in our lives that years later, when he died, I got phone calls of consolation from childhood friends I hadn’t heard from in decades.


Coffee was not a big part of my childhood. My mother drank instant coffee. When company came over, she’d buy some canned coffee and take out her old percolator. I remember listening to it grumble and watching that little glass cap until finally the coffee popped up into it like a jumping bean.


It was only as I grew older that I began to realize how tight the family finances were. On rare occasions we’d go to a Chinese restaurant, and my parents would discuss what dishes to order, based solely on how much cash my dad had in his wallet that day. I felt angry and ashamed when I realized that the sleepaway camp I attended in the summer was a subsidized program for underprivileged kids. After that, I refused to go back.


By the time I got to high school, I understood the stigma of living in the Projects. Canarsie High School was less than a mile away, but to get there I had to walk down streets lined with small single-family homes and duplexes. The people who lived there, I knew, looked down on us.


Once I asked out a girl from a different part of New York. I remember how her father’s face dropped in stages as he asked:


“Where do you live?”


“We live in Brooklyn,” I answered.


“Where?”


“Canarsie.”


“Where?”


“Bayview Projects.”


“Oh.”


There was an unspoken judgment about me in his reaction, and it irked me to see it.


As the oldest of three children, I had to grow up quickly. I started earning money at an early age. At twelve, I had a paper route; later I worked behind the counter at the local luncheonette. At sixteen, I got an after-school job in the garment district of Manhattan, at a furrier, stretching animal skins. It was horrendous work, and left thick callouses on my thumbs. I spent one hot summer in a sweat-shop, steaming yarn at a knitting factory. I always gave part of my earnings to my mother—not because she insisted but because I felt bad for the position my parents were in.


Still, in the 1950s and early 1960s, the American dream was vibrant, and we all felt entitled to a piece of it. My mother drummed that into us. She herself had never finished high school, and her biggest dream was a college education for all three of her kids. Wise and pragmatic in her blunt, opinionated way, she gave me tremendous confidence. Over and over, she would put powerful models in front of me, pointing out individuals who had made something of their lives and insisting that I, too, could achieve anything I set my heart on. She encouraged me to challenge myself, to place myself in situations that weren’t comfortable, so that I could learn to overcome adversity. I don’t know how she came to that knowledge, because she didn’t live by those rules. But she willed us to succeed.


Years later, during one of her visits to Seattle, I showed my mother our new offices at Starbucks Center. As we walked around, passing departments and workstations, seeing people talking on the phone and typing on computers, I could tell her head was just spinning at the size and scope of the operation. Finally, she edged closer to me and whispered into my ear: “Who pays all these people?” It was beyond her imagination.


During my childhood, I never dreamed of working in business. The only entrepreneur I knew was my uncle, Bill Farber. He had a small paper factory in the Bronx, where he later hired my father as a foreman. I didn’t know what work I would eventually do, but I knew I had to escape the struggle my parents lived with every day. I had to get out of the Projects, out of Brooklyn. I remember lying in bed at night and thinking: What if I had a crystal ball and could see the future? But I quickly shut out the thought, for I realized I would be too frightened to look into it.


I was aware of only one escape route: sports. Like the kids in the movie Hoop Dreams, my friends and I thought they were the ticket to a great life. In high school, I applied myself to schoolwork only when I had to, because what I learned in the classroom seemed irrelevant. Instead I spent hours and days playing football.


I’ll never forget the day I made the team. As a symbol of that honor, I got my letter, the big blue C that identified me as an accomplished athlete. But my mother couldn’t afford to pay $29 for the letter jacket, and asked me to wait a week or so till Dad got his paycheck. I was devastated. Everybody at school had been planning to wear those jackets on one agreed-upon day. I couldn’t show up without a jacket, but I also didn’t want to make my mother feel any worse. So I borrowed money from a friend to buy the jacket and wore it on the appointed day, but I hid it from my parents until they were able to afford it.


My biggest triumph in high school was becoming quarterback, which made me a Big Man on Campus among the 5,700 students of Canarsie High. The school was so poor that we didn’t even have a football field, and all our games were away games. Our team was pretty bad, but I was one of the better players on it.


One day, a recruiter came to scout an opposing player at one of our games. I didn’t know he was there. A few days later, though, I received a letter from what, in my frame of reference, sounded like another planet, Northern Michigan University. They were recruiting for the football team. Was I interested? I whooped and hollered. It felt as good as an invitation to the NFL draft.


Northern Michigan eventually offered me a football scholarship, the only offer I got. Without it, I don’t know how I could have realized my mother’s dream of going to college.


During spring break of my last year in high school, my parents drove me to see this unimaginable place. We drove nearly a thousand miles to Marquette, in the Upper Peninsula of Michigan. We had never been outside New York, and my parents were caught up in the adventure of it. We drove across wooded mountains, through vast stretches of flat fields, past huge lakes that looked like oceans. When we finally arrived, the campus looked like an America I had seen only in the movies, with budding trees, laughing students, flying frisbees.


I was out of Brooklyn at last.


By coincidence, Starbucks was founded that same year in Seattle, a city even farther beyond my imagination at that time.


I loved the freedom and the open space of college, although I felt lonely and out of place at first. I made some close friends my freshman year and ended up rooming with them for four years, on and off campus. Twice I sent for my brother and he flew out to visit. One year, for Mother’s Day, I hitchhiked back to New York, surprising her.


It turned out I wasn’t as good a football player as I thought, and I ended up not playing after all. To stay in school I took out loans and worked part-time and summer jobs to pay for my expenses. I had a night job as a bartender, and I even sold my blood sometimes. Still, those were mostly fun years, a time with little responsibility. With a draft number of 332, I didn’t have to worry about going to Vietnam.


I majored in communications and took courses in public speaking and interpersonal communications. During senior year, I also picked up a few business classes, because I was starting to worry about what I would do after graduation. I maintained a B average, applying myself only when I had to take a test or make a presentation.


After four years, I became the first college graduate in my family. To my parents, I had attained the big prize: a diploma. But I had no direction. No one ever helped me see the value in the knowledge I was gaining. I’ve often joked since then: If someone had provided me with direction and guidance, I really could have been somebody.


It took years before I found my passion in life. Each step after that discovery was a quantum leap into something unknown, each move riskier than the last. But getting out of Brooklyn and earning a college degree gave me the courage to keep on dreaming.


For years I hid the fact that I grew up in the Projects. I didn’t lie about it, but I just didn’t bring it up, for it wasn’t much of a credential. But however much I tried to deny them, those memories of my early experiences were imprinted indelibly in my mind. I could never forget what it’s like to be on the other side, afraid to look into the crystal ball.


In December 1994, a New York Times article about Starbucks’ success mentioned that I had grown up in the Projects of Canarsie. After it appeared, I received letters from Bayview and other blighted neighborhoods. Most came from mothers, trying to guide their kids, who said that my story gave them hope.


The odds on my coming out of the environment in which I was raised and getting to where I am today are impossible to gauge. How did it happen?


The sun shone on me, it’s true, as my brother, Michael, always tells me. But my story is as much one of perseverance and drive as it is of talent and luck. I willed it to happen. I took my life in my hands, learned from anyone I could, grabbed what opportunity I could, and molded my success step by step.


Fear of failure drove me at first, but as I tackled each challenge, my anxiety was replaced by a growing sense of optimism. Once you overcome seemingly insurmountable obstacles, other hurdles become less daunting. Most people can achieve beyond their dreams if they insist upon it. I’d encourage everyone to dream big, lay your foundations well, absorb information like a sponge, and not be afraid to defy conventional wisdom. Just because it hasn’t been done before doesn’t mean you shouldn’t try.


I can’t give you any secret recipe for success, any foolproof plan for making it in the world of business. But my own experience suggests that it is possible to start from nothing and achieve even beyond your dreams.


On a recent trip to New York I went back to Canarsie, to look around Bayview for the first time in nearly twenty years. It’s not bad, really, except for the bullet hole in the entry door and the burn marks on the buzzer sheet. When I lived there, we didn’t have iron gates on the windows, but then we didn’t have air-conditioners either. I saw a group of kids playing basketball, just as I used to, and watched a young mother pushing a stroller. A tiny boy looked up at me, and I wondered: Which of these kids will break out and achieve their dreams?


I stopped by Canarsie High School, where the football team was practicing. In the warm autumn air, the blue uniforms and play calls brought the old exhilaration flooding back over me. I asked where the coach was. From the midst of the hefty backs and shoulder pads a small red-hooded figure emerged. To my surprise, I found myself face to face with Mike Camardese, a guy who had played on the team with me. He brought me up to date on the team, telling me how the school finally got its own football field. By coincidence, they were planning a ceremony that Saturday to name the field in honor of my old coach, Frank Morogiello. For the occasion, I decided to make a five-year commitment to help support the team. Without the support of Coach Morogiello, where would I be today? Maybe my gift will allow some Canarsie athlete, driven as I was, to rise above his roots and achieve something no one could ever imagine.


I’ve heard that some coaches face a curious dilemma. The world-class athletes on their teams—the players with the best skills and experience—sometimes falter when it comes to crunch time. Occasionally, though, there’s a player on the team, a blue-collar guy whose skills and training are not quite world-class. Yet at crunch time, he’s the one the coach sends out to the field. He’s so driven and so hungry to win that he can outperform the top athletes when it really matters.


I can identify with that blue-collar athlete. I’ve always been driven and hungry, so at crunch time I get a spurt of adrenaline. Long after others have stopped to rest and recover, I’m still running, chasing after something nobody else could ever see.


 





ENOUGH IS NOT ENOUGH





Every experience prepares you for the next one. You just don’t ever know what the next one is going to be.


After graduating from college in 1975, like a lot of kids, I didn’t know what to do next. I wasn’t ready to go back to New York, so I stayed in Michigan, working at a nearby ski lodge. I had no mentor, no role model, no special teacher to help me sort out my options. So I took some time to think, but still no inspiration came.


After a year, I went back to New York and got a job with Xerox, in the sales training program. It was a lucky break, since I was able to attend the best sales school in the country, Xerox’s $100 million center in Leesburg, Virginia. I learned more there than in college about the worlds of work and business. They trained me in sales, marketing, and presentation skills, and I walked out with a healthy sense of self-esteem. Xerox was a blue-chip pedigree company, and I got a lot of respect when I told others who my employer was.


After completing the course, I spent six months making fifty cold calls a day. I knocked on doors of offices in midtown Manhattan, in a territory that ran from 42nd Street to 48th Street, from the East River to Fifth Avenue. It was a fantastic area, but I wasn’t allowed to close sales, just drum up good prospects.


Cold-calling was great training for business. It taught me to think on my feet. So many doors slammed on me that I had to develop a thick skin and a concise sales pitch for a then-newfangled machine called a word processor. But the work fascinated me, and I kept my sense of humor and adventure. I thrived on the competition, trying to be the best, to be noticed, to provide the most leads to my salesmen. I wanted to win.


Finally, I succeeded: I became a full salesman in the same territory. I got to be pretty good at it, wearing a suit, closing sales, and earning good commissions for three years. I sold a lot of machines and outperformed many of my peers. As I proved myself, my confidence grew. Selling, I discovered, has a lot to do with self-esteem. But I can’t say I ever developed a passion for word processors.


I paid off my college loans and rented an apartment in Greenwich Village with another guy. We were rolling, and having a great time. During one summer, eight of us rented a cottage in the Hamptons for weekends, and it was there, on the beach, July Fourth weekend, 1978, that I met Sheri Kersch.


With her flash of long wavy blonde hair and unflagging energy, Sheri attracted me with her impeccable style and class. She was in graduate school studying interior design and also spent summer weekends with a group of friends at the beach. She was not only beautiful but well-grounded, with solid midwestern values, from a close and loving family. We were both starting our careers, without a care in the world. We began dating, and the more I got to know her, the more I realized what a fine human being she was.


By 1979, though, I was restless in my job. I wanted something more challenging. A friend told me that a Swedish company, Perstorp, was planning to set up a U.S. division for its Hammarplast housewares subsidiary. It seemed like an exciting opportunity to get in on the ground floor of a growing company. Perstorp hired me and sent me to Sweden for three months of training. I stayed in the charming little cobblestone town of Perstorp, near Malmö, and explored Copenhagen and Stockholm on weekends. Europe overwhelmed me, with its sense of history and joy of life.


The company initially placed me in a different division, one selling building supplies. They moved me to North Carolina and had me sell components for kitchens and furniture. I hated the product. Who could relate to plastic extruded parts? After ten months of misery, I couldn’t take it anymore. I was ready to give up and go to acting school, anything to get back to New York and be with Sheri.


When I threatened to quit, Perstorp not only transferred me back to New York but also promoted me to vice president and general manager of Hammarplast. I was in charge of the U.S. operations, managing about twenty independent sales reps. They gave me not only a salary of $75,000 but also a company car, an expense account, and unlimited travel, which included trips to Sweden four times a year. Finally I was selling products I liked: a line of stylish Swedish-designed kitchen equipment and housewares. As a salesman myself, I knew how to motivate my team of salespeople. I quickly placed the products in high-end retail stores and built up sales volume.


I did that for three years and loved it. By age twenty-eight, I had it made. Sheri and I moved to Manhattan’s Upper East Side, where we bought our apartment. Sheri was on the rise in her career, working for an Italian furniture maker as a designer and marketer. She painted our walls light salmon and began to use her professional skills to create a home in our loft-style space. We had a great life, going to the theater, dining at restaurants, inviting friends to dinner parties. We even rented a summer house in the Hamptons.


My parents couldn’t believe I had come so far so fast. In only six years out of college I had achieved a successful career, a high salary, an apartment I owned. The life I was leading was beyond my parents’ best dreams for me. Most people would be satisfied with it.


So no one—especially my parents—could understand why I was getting antsy. But I sensed that something was missing. I wanted to be in charge of my own destiny. It may be a weakness in me: I’m always wondering what I’ll do next. Enough is never enough.


It wasn’t until I discovered Starbucks that I realized what it means when your work truly captures your heart and your imagination.









CHAPTER 2
A Strong Legacy Makes You Sustainable for the Future


A hundred times every day I remind myself that my inner and outer life depend on the labors of other men, living and dead, and that I must exert myself in order to give in the same measure as I have received.


—ALBERT EINSTEIN
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Just as I didn’t create Starbucks, Starbucks didn’t introduce espresso and dark-roasted coffee to America. Instead, we became the respectful inheritors of a great tradition. Coffee and coffeehouses have been a meaningful part of community life for centuries, in Europe as well as in America. They have been associated with political upheaval, writers’ movements, and intellectual debate in Venice, Vienna, Paris, and Berlin.


Starbucks resonates with people because it embraces this legacy. It draws strength from its own history and its ties to the more distant past. That’s what makes it more than a hot growth company or a 1990s fad.


That’s what makes it sustainable.


 





IF IT CAPTURES YOUR IMAGINATION,


IT WILL CAPTIVATE OTHERS





In 1981, while working for Hammarplast, I noticed a strange phenomenon: A little retailer in Seattle was placing unusually large orders for a certain type of drip coffeemaker. It was a simple device, a plastic cone set on a thermos.


I investigated. Starbucks Coffee, Tea, and Spice had only four small stores then, yet it was buying this product in quantities larger than Macy’s. Why should Seattle be so taken with this coffeemaker when the rest of the country was making its daily coffee in electric percolators or drip coffee machines?


So one day I said to Sheri, “I’m going to go see this company. I want to know what’s going on out there.”


In those days I traveled a lot, all over the country, but I had never been to Seattle. Who went to Seattle back then?


I arrived on a clear, pristine spring day, the air so clean it almost hurt my lungs. The cherry and crabapple trees were just beginning to blossom. From the downtown streets I could see snow-capped mountain ranges to the east and west and south of the city, etched cleanly against the blue sky.


Starbucks’ retail merchandising manager, Linda Grossman, met me at my hotel and walked me to Starbucks’ flagship store in the historic Pike Place Market district. Once there, we walked past the fresh salmon stalls where hawkers were shouting orders and tossing fish across customers’ heads, past rows of freshly polished apples and neatly arranged cabbages, past a bakery with wonderful fresh bread smells wafting out. It was a showplace for the artistry of local growers and small independent vendors. I loved the Market at once, and still do. It’s so handcrafted, so authentic, so Old World.


The original Starbucks store was a modest place, but full of character, a narrow storefront with a solo violinist playing Mozart at its entrance, his violin case open for donations. The minute the door opened, a heady aroma of coffee reached out and drew me in. I stepped inside and saw what looked like a temple for the worship of coffee. Behind a worn wooden counter stood bins containing coffees from all over the world: Sumatra, Kenya, Ethiopia, Costa Rica. Remember—this was a time when most people thought coffee came from a can, not a bean. Here was a shop that sold only whole-bean coffee. Along another wall was an entire shelf full of coffee-related merchandise, including a display of Hammarplast coffeemakers, in red, yellow, and black.


After introducing me to the guy behind the counter, Linda began to talk about why customers liked the thermos-and-cone sets. “Part of the enjoyment is the ritual,” she explained. Starbucks recommended manual coffee brewing because with an electric coffeemaker, the coffee sits around and gets burned.


As we spoke, the counterman scooped out some Sumatra coffee beans, ground them, put the grounds in a filter in the cone, and poured hot water over them. Although the task took only a few minutes, he approached the work almost reverently, like an artisan.


When he handed me a porcelain mug filled with the freshly brewed coffee, the steam and the aroma seemed to envelop my entire face. There was no question of adding milk or sugar. I took a small, tentative sip.


Whoa. I threw my head back, and my eyes shot wide open. Even from a single sip, I could tell it was stronger than any coffee I had ever tasted.


Seeing my reaction, the Starbucks people laughed. “Is it too much for you?”


I grinned and shook my head. Then I took another sip. This time I could taste more of the full flavors as they slipped over my tongue.


By the third sip, I was hooked.


I felt as though I had discovered a whole new continent. By comparison, I realized, the coffee I had been drinking was swill. I was hungry to learn. I started asking questions about the company, about coffees from different regions of the world, about different ways of roasting coffee. Before we left the store, they ground more Sumatra beans and handed me a bag as a gift.


Linda then drove me to Starbucks’ roasting plant to introduce me to the owners of the company, Gerald Baldwin and Gordon Bowker. They worked out of a narrow old industrial building with a metal loading door in front, next to a meat-packing plant on Airport Way.


The minute I walked in, I smelled the wonderful aroma of roasting coffee, which seemed to fill the place up to the high ceiling. At the center of the room stood a piece of equipment of thick silvery metal with a large flat tray in front. This, Linda told me, was the roasting machine, and I was surprised that so small a machine could supply four stores. A roaster wearing a red bandana waved cheerily at us. He pulled a metal scoop, called a “trier,” out of the machine, examined the beans in it, sniffed them, and inserted it back in. He explained that he was checking the color and listening till the coffee beans had popped twice, to make sure they were roasted dark. Suddenly, with a whoosh and a dramatic crackling sound, he opened the machine’s door and released a batch of hot, glistening beans into the tray for cooling. A metal arm began circling to cool the beans, and a whole new aroma washed over us—this one like the blackest, best coffee you ever tasted. It was so intense it made my head spin.


We walked upstairs and went past a few desks until we reached the offices in back, each with a high window of thick glass. Though Jerry Baldwin, the president, was wearing a tie under his sweater, the atmosphere was informal. A good-looking dark-haired man, Jerry smiled and took my hand. I liked him at once, finding him self-effacing and genuine, with a keen sense of humor. Clearly, coffee was his passion. He was on a mission to educate consumers about the joys of world-class coffee, roasted and brewed the way it should be.


“Here are some new beans that just came in from Java,” he said. “We just roasted up a batch. Let’s try it.” He brewed the coffee himself, using a glass pot he called a French press. As he gently pressed the plunger down over the grounds and carefully poured the first cup, I noticed someone standing at the door, a slender, bearded man with a shock of dark hair falling over his forehead and intense brown eyes. Jerry introduced him as Gordon Bowker, his partner at Starbucks, and asked him to join us.


I was curious about how these two men had come to devote their lives to the cause of coffee. Starbucks had been founded ten years earlier, and they now appeared to be in their late thirties. They had an easy camaraderie that dated back to their days as college roommates at the University of San Francisco in the early 1960s. But they seemed very different. Jerry was reserved and formal, while Gordon was offbeat and artsy, unlike anyone I’d ever met before. As they talked, I could tell they were both highly intelligent, well-traveled, and absolutely passionate about quality coffee.


Jerry was running Starbucks, while Gordon was dividing his time between Starbucks, his advertising and design firm, a weekly newspaper he had founded, and a microbrewery he was planning to start, called The Redhook Ale Brewery. I had to ask what a microbrewery was. It was clear that Gordon was far ahead of the rest of us, full of eccentric insights and brilliant ideas.


I was enamored. Here was a whole new culture before me, with knowledge to acquire and places to explore.


That afternoon I called Sheri from my hotel. “I’m in God’s country!” I said. “I know where I want to live: Seattle, Washington. This summer I want you to come out here and see this place.”


It was my Mecca. I had arrived.


 





HOW A PASSION FOR COFFEE BECAME A BUSINESS





Jerry invited me to dinner that night at a little Italian bistro on a sloping, stone-paved alley near Pike Place Market. As we ate, he told me the story of Starbucks’ earliest days, and the legacy it drew upon.


The founders of Starbucks were far from typical businessmen. A literature major, Jerry had been an English teacher, Gordon was a writer, and their third partner, Zev Siegl, taught history. Zev, who sold out of the company in 1980, was the son of the concertmaster for the Seattle Symphony. They shared interests in producing films, writing, broadcasting, classical music, gourmet cooking, good wine, and great coffee.


None of them aspired to build a business empire. They founded Starbucks for one reason: They loved coffee and tea and wanted Seattle to have access to the best.


Gordon was from Seattle, and Jerry had moved there after graduation, looking for adventure. Jerry was originally from the Bay Area, and it was there, at Peet’s Coffee and Tea in Berkeley in 1966, that he discovered the romance of coffee. It became a lifelong love affair.


The spiritual grandfather of Starbucks is Alfred Peet, a Dutchman who introduced America to dark-roasted coffees. Now in his seventies, Alfred Peet is gray-haired, stubborn, independent, and candid. He has no patience for hype or pretense, but will spend hours with anyone who has a genuine interest in learning about the world’s great coffees and teas.


The son of an Amsterdam coffee trader, Alfred Peet grew up steeped in the exoticism of coffees from Indonesia and East Africa and the Caribbean. He remembers how his father used to come home with bags of coffee stuffed in the pockets of his overcoat. His mother would make three pots at a time, using different blends, and pronounce her opinion. As a teenager, Alfred worked as a trainee at one of the city’s big coffee importers. Later, as a tea trader, he traveled the far seas to estates in Java and Sumatra, refining his palate until he could detect subtle differences in coffees from different countries and regions.


When Peet moved to the United States in 1955, he was shocked. Here was the world’s richest country, the undisputed leader of the Western world, yet its coffee was dreadful. Most of the coffee Americans drank was robusta, the inferior type that the coffee traders of London and Amsterdam treated as a cheap commodity. Very little of the fine arabica coffees ever got to North America; most went to Europe, where tastes were more discriminating.


Starting in San Francisco in the 1950s, Alfred Peet began importing arabica coffee into the States. But there was not much demand, for few Americans had ever heard of it. So in 1966, he opened a small store, Peet’s Coffee and Tea, on Vine Street in Berkeley, which he ran until 1979. He even imported his own roaster, because he thought American companies didn’t know how to roast small batches of fine arabica coffee.


What made Alfred Peet unique was that he roasted coffee dark, the European way, which he believed was necessary to bring out the full flavors of the beans he imported. He always analyzed each bag of beans and recommended a roast suited to that lot’s particular characteristics.


At first only Europeans or sophisticated Americans visited his little shop. But gradually, one by one, Alfred Peet began educating a few discerning Americans about the fine distinctions in coffee. He sold whole-bean coffee and taught his customers how to grind and brew it at home. He treated coffee like wine, appraising it in terms of origins and estates and years and harvests. He created his own blends, the mark of a true connoisseur. Just as each of the Napa Valley winemakers believes his technique is best, Peet remained a firm proponent of the dark-roasted flavor—which in wine terms is like a big burgundy, with a strong, full body that fills your mouth.


Jerry and Gordon were early converts. They ordered Peet’s coffee by mail from Berkeley, but they never seemed to have enough. Gordon discovered another store, in Vancouver, Canada, called Murchie’s, which also carried good coffee, and he would regularly make the three-hour drive north to get bags of Murchie’s beans.


One clear day in August 1970, on the way home from one of those coffee runs, Gordon had his own epiphany. Later he told the Seattle Weekly that he was “blinded, literally, like Saul of Tarsus, by the sun reflecting off Lake Samish. Right then it hit me: Open a coffee store in Seattle!” Jerry liked the idea right away. So did Zev, Gordon’s next-door neighbor and a tea drinker. They each invested $1,350 and borrowed an additional $5,000 from a bank.


It was hardly a promising time to open a retail store in Seattle. From Day One, Starbucks was bucking the odds.


In 1971 the city was in the midst of a wrenching recession called the Boeing Bust. Starting in 1969, Boeing, Seattle’s largest employer, had such a drastic downturn in orders that it had to cut its workforce from 100,000 to less than 38,000 in three years. Homes in beautiful neighborhoods like Capitol Hill sat empty and abandoned. So many people lost jobs and moved out of town that one billboard near the airport joked, “Will the last person leaving Seattle—turn out the lights?”


That famous message appeared in April 1971, the same month that Starbucks opened its first store. At that time, also, an urban renewal project was threatening to tear down the Pike Place Market. A group of developers wanted to build a commercial center with a hotel, convention hall, and parking lot in its place. In a referendum, Seattle’s citizens voted to preserve Pike Place as it was.


Seattle in those days was just beginning to shed its image as an exotic, isolated corner of America. Only the adventurous moved here, thousands of miles from family in the East or Midwest or California, sometimes on their way to the mines and mountains and fishing grounds of Alaska. The city had not acquired the veneer and polish of the East Coast. Many of the leading families still had ties to the logging and lumber industries. Heavily influenced by the Norwegian and Swedish immigrants who came early in this century, Seattle people tended to be polite and unpretentious.


In the early 1970s, a few Americans, especially on the West Coast, were starting to turn away from prepackaged, flavor-added foods that were too often stale and tasteless. Instead, they chose to cook with fresh vegetables and fish, buy fresh-baked bread, and grind their own coffee beans. They rejected the artificial for the authentic, the processed for the natural, the mediocre for the high quality—all sentiments that resonated with Starbucks’ founders.


A market study would have indicated it was a bad time to go into the coffee business. After reaching a peak of 3.1 cups a day in 1961, coffee consumption in America had begun a gradual decline, which lasted till the late 1980s.


But the founders of Starbucks were not studying market trends. They were filling a need—their own need—for quality coffee. In the 1960s, the large American coffee brands began competing on price. To cut costs, they added cheaper beans to their blends, sacrificing flavor. They also let coffee cans stay on supermarket shelves until the coffee got stale. Year after year, the quality of canned coffee got worse, even as advertising campaigns made claims for its great taste.


They fooled the American public, but they didn’t fool Jerry and Gordon and Zev. The three friends were determined to go ahead and open their coffee store, even if it appealed only to a tiny niche of gourmet coffee lovers. Only a handful of American cities had such stores until well into the 1980s.


Gordon consulted with his creative partner, artist Terry Heckler, about a name for the new store. Gordon had pressed to call it Pequod, the name of the ship in Melville’s Moby Dick. But Terry recalls protesting, “You’re crazy! No one’s going to drink a cup of Pee-quod!”


The partners agreed that they wanted something distinctive and tied to the Northwest. Terry researched names of turn-of-the-century mining camps on Mt. Rainier and came up with Starbo. In a brainstorming session, that turned into Starbucks. Ever the literature lover, Jerry made the connection back to Moby Dick: The first mate on the Pequod was, as it happened, named Starbuck. The name evoked the romance of the high seas and the seafaring tradition of the early coffee traders.


Terry also pored over old marine books until he came up with a logo based on an old sixteenth-century Norse woodcut: a two-tailed mermaid, or siren, encircled by the store’s original name, Starbucks Coffee, Tea, and Spice. That early siren, bare-breasted and Rubenesque, was supposed to be as seductive as coffee itself.


Starbucks opened its doors with little fanfare in April 1971. The store was designed to look classically nautical, as though it had been there for decades. The fixtures were all built by hand. One long wall was covered with wooden shelving, while the other was devoted to whole-bean coffee, with up to thirty different varieties available. Starbucks did not then brew and sell coffee by the cup, but they did sometimes offer tasting samples, which were always served in porcelain cups, because the coffee tasted better that way. The cups also forced customers to stay a little longer to hear about the coffee.


Initially, Zev was the only paid employee. He wore a grocer’s apron and scooped out beans for customers. The other two kept their day jobs but came by during their lunch hours or after work to help out. Zev became the retail expert, while Jerry, who had taken one college course in accounting, kept the books and developed an ever-growing knowledge of coffee. Gordon, in his words, was “the magic, mystery, and romance man.” It must have been obvious to him from the start that a visit to Starbucks could evoke a brief escape to a distant world.


From the opening day, sales exceeded expectations. A favorable column in the Seattle Times brought in an overwhelming number of customers the following Saturday. The store’s reputation grew mostly by word of mouth.


In those early months, each of the founders traveled to Berkeley to learn about coffee roasting at the feet of the master, Alfred Peet. They worked in his store and observed his interaction with customers. He never stopped stressing the importance of deepening their knowledge about coffee and tea.


In the beginning, Starbucks ordered its coffee from Peet’s. But within a year, the partners bought a used roaster from Holland and installed it in a ramshackle building near Fisherman’s Terminal, assembling it by hand with only a manual in German to guide them. In late 1972, they opened a second store, near the University of Washington campus. Gradually, they created a loyal clientele by sharing with their customers what they had learned about fine coffee. Seattle began to take on the coffee sophistication of the Bay Area.


To Starbucks’ founders, quality was the whole point. Jerry, especially, imprinted his strong opinions and uncompromising pursuit of excellence on the young company. He and Gordon obviously understood their market, because Starbucks was profitable every year, despite the economy’s ups and downs. They were coffee purists, and they never expected to appeal to more than a small group of customers with discriminating tastes.


“We don’t manage the business to maximize anything except the quality of the coffee,” Jerry Baldwin told me that evening at the restaurant. By then we had finished our main course and begun dessert. The waiter poured us each a strong cup of coffee, and Jerry proudly announced that it was Starbucks.


I had never heard anyone talk about a product the way Jerry talked about coffee. He wasn’t calculating how to maximize sales; he was providing people with something he believed they ought to enjoy. It was an approach to business, and to selling, that was as fresh and novel to me as the Starbucks coffee we were drinking.


“Tell me about the roast,” I said. “Why is it so important to roast it dark?”


That roast, Jerry told me, was what differentiated Starbucks. Alfred Peet had pounded into them a strong belief that the dark roast brought out the full flavors of coffee.


The best coffees are all arabicas, Jerry explained, especially those grown high in the mountains. The cheap robusta coffees used in supermarket blends cannot be subjected to the dark roasting process, which will just burn them. But the finest arabicas can withstand the heat, and the darker the beans are roasted, the fuller the flavor.


The packaged food companies prefer a light roast because it allows a higher yield. The longer coffee is roasted, the more weight it loses. The big roasters agonize over a tenth or a half of a percent difference in shrinkage. The lighter the roast, the more money they save. But Starbucks cares more about flavor than about yields.


From the beginning, Starbucks stayed exclusively with the dark roast. Jerry and Gordon tweaked Alfred Peet’s roasting style and came up with a very similar version, which they called the Full City Roast (now called the Starbucks roast).


Jerry picked up a bottle of beer, a Guinness. Comparing the Full City Roast of coffee to your standard cup of canned supermarket coffee, he explained, is like comparing Guinness beer to Budweiser. Most Americans drink light beers like Budweiser. But once you learn to love dark, flavorful beers like Guinness, you can never go back to Bud.


Although Jerry didn’t discuss marketing plans or sales strategies, I was beginning to realize he had a business philosophy the likes of which I had never encountered.


First, every company must stand for something. Starbucks stood not only for good coffee, but specifically for the dark-roasted flavor profile that the founders were passionate about. That’s what differentiated it and made it authentic.


Second, you don’t just give the customers what they ask for. If you offer them something they’re not accustomed to, something so far superior that it takes a while to develop their palates, you can create a sense of discovery and excitement and loyalty that will bond them to you. It may take longer, but if you have a great product, you can educate your customers to like it rather than kowtowing to mass-market appeal.


Starbucks’ founders understood a fundamental truth about selling: To mean something to customers, you should assume intelligence and sophistication and inform those who are eager to learn. If you do, what may seem to be a niche market could very well appeal to far more people than you imagine.


I wasn’t smart enough to comprehend all of this that first day I discovered Starbucks. It took years for these lessons to sink in.


Although Starbucks has grown enormously since those days, product quality is still at the top of the mission statement. But every so often, when executive decision making gets tough, when corporate bureaucratic thinking starts to prevail, I pay a visit to that first store in Pike Place Market. I run my hand over the worn wooden counters. I grab a fistful of dark-roasted beans and let them sift through my fingers, leaving a thin, fragrant coating of oil. I keep reminding myself and others around me that we have a responsibility to those who came before.


We can innovate, we can reinvent almost every aspect of the business except one: Starbucks will always sell the highest quality fresh-roasted whole-bean coffee. That’s our legacy.


On the five-hour plane trip back to New York the next day, I couldn’t stop thinking about Starbucks. It was like a shining jewel. I took one sip of the watery airline coffee and pushed it away. Reaching into my briefcase, I pulled out the bag of Sumatra beans, opened the top, and sniffed. I leaned back, and my mind started wandering.


I believe in destiny. In Yiddish, they call it bashert. At that moment, flying 35,000 feet above the earth, I could feel the tug of Starbucks. There was something magic about it, a passion and authenticity I had never experienced in business.


Maybe, just maybe, I could be part of that magic. Maybe I could help it grow. How would it feel to build a business, as Jerry and Gordon were doing? How would it feel to own equity, not just collect a paycheck? What could I bring to Starbucks that could make it even better than it was? The opportunities seemed as wide open as the land I was flying over.


By the time I landed at Kennedy Airport, I knew in my heart that this was it. I jumped into a taxi and went home to Sheri.


That was the way I met Starbucks, and neither of us has been the same since.
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