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The following is an example of the information you will learn in our book Seven Steps
To Success.

It’s a numbers game
When you get down to the basics, coffee is a numbers game. If you play the game
correctly, you win. If you try to cut corners or stray from your focus, you will lose.

There are three ways to sell a pound of coffee. | will use Armando’s Blend® as an
example.

A one-pound bag of Armando’s Blend® wholesales for $6.75. As the business owner,
you have three options for reselling this bag of coffee.

Form Selling Price Profit/pound
Whole bean | $11.25/bag $ 4.50
Drip coffee $1.60/12 oz. Cup* $ 31.76
Caffe Latte $2.75/12 oz. Latte™ $112.00

* This formula takes into consideration that the coffee will be brewed using exactly 3.75 oz. of coffee to
64 fl.oz. of water. The price per serving includes .09¢/cup and lid.

+This formula takes into consideration that you will yield 50 shots of espresso from one pound of whole
beans. The structure of a 12 oz. latte accounts for .12¢/shot, .30¢/10 oz. milk and .09¢/cup and lid.

How would you prefer to serve coffee to your customers? You don’t have to be a bean
counter to understand that selling coffee in the form of an espresso-based drink will go
much further than selling a bag of beans or a cup of drip coffee.

If you plan to open a coffee house with the intention of selling coffee in the form of bulk
beans, or to have this array of gourmet coffees self-served from airpots, please close
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this book right now. You should not open a coffee house because you will fail or, at
best, just get by.

Remember: People do not go to coffee houses to buy coffee. They can buy
coffee at the grocers and brew it at home. People will come to your coffee house
to buy something that they cannot make at home: a great-tasting, espresso-based
drink in a comfortable, clean environment.

Understand The Ratio: the key to your success

When | talk with clients about opening a successful, independent coffee business, | talk
to them in terms of ratios. What is a ratio in the independent coffee business? It is
simply the number of espresso-based drinks sold to the number of cups of drip coffee
served.

Why is The Ratio so important?

There are a number of reasons. | find that when people express interest in opening a
coffee house, they do not understand where the profit is in such a business. When you
open an independent coffee house, you are not there to offer self-serve drip coffee with
free refills. You might as well send your profits out the door. We use this ratio scenario
with our clients because the numbers speak louder than words. It is The Ratio that is
the key to maximizing your coffee business.

Let me take a brief moment to explain what | mean by maximizing a business. When |
talk of maximizing a business, | do not mean just for prosperity’s sake. Maximizing the
business can provide the means to achieve much more than simply profit. To me, it
means continually striving to:

Better myself and others

Give my employees the opportunity to grow — both personally and professionally
Be involved with the community

Have fun inside and outside of the coffee business.
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Why do | mention this somewhat obvious, or common sense point? We have talked to
some who have mistaken maximization for a profit-only motive. But you may be
surprised to learn that some individuals start their own businesses to serve other
purposes, including:

0 A lifestyle change
0 A chance to establish friendships in the neighborhood
0 The means of giving money to charity.



All of these statements are noble goals. In fact, | went into business for these reasons
as well. If you are opening your own business, doesn’t it make sense to maximize it so
you can devote more time or money to charity or make more money? What about
spending time with family, enjoying more community events and employing others to
extend opportunities to them?

All of these reasons go hand-in-hand with making a profit. Maximizing a business allows
you to make a difference in your community while providing for yourself and others.

How The Ratio works

As | explained earlier, The Ratio demonstrates the percentage of espresso-based drinks
to drip coffee sold. Below is a breakdown by ingredient of what it costs to prepare
various beverages from our menu and the profit per drink.

Based on the number of customers who could potentially visit your shop each day, take
a look at the profit you could yield.

The costs to prepare and sell various drinks
Here is a breakdown of the cost, price and profit for the various types of drinks sold from
the Crimson Cup® menu.

Beverage Cost to Price Profit/Drink
prepare
Caffe Latte, regular $0.71 $3.20 $2.49
Ingredients Cost of Ingredients
2 shots Armando's Blend $0.24
12 oz. whole milk $0.37
16 oz. hot cup $0.07
Lid $0.03
Cost to prepare $0.71
Beverage Cost to Price Profit/Drink
prepare
Vanilla Latte, regular $0.95 $3.55 $2.60
Ingredients Cost of Ingredients
2 shots Armando's Blend $0.24
1 1/2 oz. vanilla syrup $0.27
11 oz. whole milk $0.34
16 oz. hot cup $0.07
Lid $0.03
Cost to prepare $0.95




Beverage Cost to Price Profit/Drink
prepare
Mocha, regular $1.07 $3.55 $2.48
Ingredients Cost of Ingredients
2 shots Armando's Blend $0.24
1 1/2 oz. chocolate $0.18
11 oz. whole milk $0.34
whip cream $0.21
16 0z. hot cup $0.07
Lid $0.03
Cost to prepare $1.07
Beverage Costto \piice Profit/Drink
prepare
Drip coffee, regular $0.46 $1.85 $1.39

Ingredients Cost of Ingredients
15 oz. Armando's Blend (drip) $0.36
16 oz. hot cup $0.07
Lid $0.03
Cost to prepare $0.46

Assumptions:
o 1Ib. Armando’s Blend
Drip Coffee

Whole milk
Labor not included
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Stay FOCUSED or you may get tripped up.

Espresso shots/pound of coffee (16 0z.)

$6.75/Ib

3.75 oz. coffee/64 oz. water
30/Ib.

$ .03/ounce

You have to know what your business is about before you get started. FOCUS!!

The Crimson Cup® FOCUS
We teach independent coffee houses how to be successful in the specialty
coffee business. We have a great product, but a great product is just one

of the Seven Steps to Success.




We tell our customers again and again that success in the independent coffee business
isn’t about selling soups, sandwiches and flavored coffee under one roof. What happens
when you introduce other options into your coffee shop? Well, a couple of things.

1. When you offer your customers other products, such as sandwiches, soups
and salads from which to choose, you're basically deterring them from the
FOCUS! of your business:

Serving them a great espresso-based drink!

2. What does this mean in overhead costs?

o Your facility will need to be equipped to house, prepare and serve these
additional items. More space is needed to do multiple things. The rent will
be higher to accommodate the extra space needed for the additional
business, and this will increase the cost of your build-out.

o You will have to hire additional personnel to handle the extra business.
That adds more labor headaches, then guess what? The person
preparing the sandwich can rarely produce a great espresso-based drink.

o You will have to know how much it costs to prepare items, like a turkey-
bacon club on whole wheat. Once you add labor, your profit margin goes
out the window.

o You will be juggling multiple suppliers, because there will be more
inventory to manage. This means even more late nights trying to
coordinate, order and pay these vendors.

Remember, you are wearing many hats as a small business owner. When you open
your own business, you become the supply chain management specialist, the shipper
and receiver, plus the stocker. You are also the accountant, the marketing professional
and the human resources manager.

People ask me why | don’t open a chain of retail coffee houses. This is what | tell them:
we only focus on what Crimson Cup® does best, that is teaching independent coffee
houses how to be successful in the specialty coffee business. So FOCUS on what you
do best — serving your customers a great espresso-based drink!

More is not better. More will introduce more headaches, additional costs and an
increase in staff and facility maintenance. What is your FOCUS for opening an

independent coffee house?

Serving your customers a great espresso-based drink!



If you skimmed through this section, there are three things to keep in mind:
1. Running an independent coffee house can be achieved in seven simple steps.
Cut corners, and be prepared to take your losses.
2. Know your ratio. You will get more bang-for-your-buck by serving your
customers great espresso-based drinks than by sending them home with a
bag of beans.

3. Stay FOCUSED. Serve your customers the best tasting espresso-based drink
in the world!
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Find out more about the book Seven Steps to Success here.

For more information about how we can help you:
Submit a question

1-888-800-9224

WWW.Crimsoncup.com

Blog: www.crimsoncup.com/blog
Twitter: www.twitter.com/crimsoncup
Facebook: www.facebook.com/crimsoncup
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