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Summary of Findings 
 Joh. A. Benckiser’s Peet’s is highly unlikely to partner with 

Green Mountain Coffee Roasters Inc. (GMCR) on a licensed K-
Cup agreement, according to seven of our eight private-label 
manufacturers and buyers for grocery stores with store-brand K-
Cups. Peet’s has given every indication it intends to compete 
head-to-head with Green Mountain. 

 Five of these eight sources said Kraft Foods Group Inc. (KRFT) 
appears more open to a partnership with Green Mountain, in 
case its unlicensed K-Cup route does not work out. 

 Seven of the eight sources said they themselves would be 
willing to consider partnering with Green Mountain but only 
under terms that are favorable and similar to their current 
relationships or to Green Mountain’s arrangement with Costco 
Wholesale Corp. (COST). Many sources do not expect these 
terms to occur and already are very pleased with their current 
sales, margins and capacity. 

 Twelve of our 23 total sources, including seven private-label 
executives, said private-label sales have increased since 
Blueshift Research’s July 3 report and year to year. Eight 
sources said private labels are taking share directly but not 
significantly from Green Mountain. Private-label K-Cups’ 
penetration of the K-Cup market ranged from 10% to 20% for 
most sources and was 30% for one source. 

 Green Mountain sales in 2013 have increased year to year for 
seven sources, have been flat for two and have declined for 
two. All four distributor sources with exclusive deals with Green 
Mountain expect to renew their contracts. 

 Eleven sources said Green Mountain’s upcoming 
anticounterfeiting brewer will only anger customers and the 
grocery channel, highlights the company’s desperation and fear 
of competition, and likely will backfire. It also may prompt some 
private-label manufacturers and stores with their own K-Cup 
brands to switch to other platforms, and may give private labels 
a clear shot at supplying product to Keurig owners who will not 
upgrade to the new brewer. 

 
 

 

 

Research Question: 

Will private-label manufacturers choose to partner with Green Mountain Coffee 
Roasters or compete head-to-head with the company? 

Silo Summaries 
1) PRIVATE-LABEL MANUFACTURERS 
All 4 sources said Peet’s is more likely to compete against 
GMCR but that Kraft appears to have opened the door to a 
partnership, should unlicensed efforts not pay off. Three 
sources said they themselves are willing to partner with 
GMCR but only under favorable terms and similar to 
GMCR’s agreement with Costco. None said such a 
partnership was likely. Private-label manufacturers are 
confident they can go it alone. Private-label sales are 
settling into 10% to 20% of the K-Cup market, while 
margins remain significant and capacity concerns are 
nonexistent. 
 
2) PRIVATE-LABEL BUYERS FOR GROCERY STORES 
WITH STORE-BRAND K-CUPS 
3 of 4 sources said Peet’s has shown its intent to compete 
head-to-head with GMCR. Only one source commented on 
Kraft, saying it was more likely to cooperate with GMCR. All 
four sources said they would consider a relationship that 
preserves their current price points and profit structures. 
Sales rose 5% to 10% in the last three months for three 
sources; year to year, sales are up 25% to 40%. Private 
labels’ penetration of the K-Cup category ranged from 10% 
to 30%. GMCR has shown no indication it will compete on 
price. 
 
3) ONLINE DISTRIBUTORS 
2 of 4 sources have seen GMCR’s K-Cup sales stabilize in 
the last year after it removed restrictions on what online 
distributors could sell. Both will renew their contracts with 
GMCR, though one said renewals were delayed until 
November, presumably to allow more time to release 
details on the new brewer. The other two sources said 
GMCR sales were declining—one because of competition 
from private labels and one because of the sudden 
resurgence in coffee pods. 
 
4) OFFICE SUPPLY CHANNEL 
2 sources will be renewing their GMCR contracts. The third 
source said 30% to 35% of clients are converting to private 
label from GMCR. One reported a 30% increase in the first 
year of carrying the brand; another reported 3% to 4% 
growth year to year; and the third said sales were flat.  
 
5) GROCERY STORE PERSONNEL 
5 of 8 sources said sales of GMCR-licensed K-Cups have 
increased between 5% and 100%, while the other three 
said sales have been steady year to year. Private-label 
sales have increased for five sources. Four sources said 
GMCR is losing ground to private-label brands but not 
significantly. 
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Background 
Green Mountain’s most recent earnings call shared that unlicensed K-Cup producers are taking a bigger portion of the K-Cup 
market, now encompassing 8% of the at-home channel. Green Mountain estimated this competition will comprise 11% of the 
market by the end of the third quarter. Large private-label K-Cup manufacturers like Kraft’s Maxwell House and Benckiser’s 
Peet’s have the ability to undercut Green Mountain’s prices and appeal to price-conscious consumers. Green Mountain is 
looking to convert private-label producers into licensed partners by offering two benefits: better/consistent quality and access 
to advanced technology. Few details have been offered on the size and scope of the companies being targeted. 
 
In Blueshift Research’s July 3 report, 22 of 34 sources, including all 12 private-label manufacturers and private-label buyers 
for grocery stores with store-brand K-Cups, said private-label K-Cups were poised to compete with and take share from Green 
Mountain’s Keurig K-Cups in 2014. Two grocery executives in Blueshift’s Aug. 12 report said they would consider licensing 
from Green Mountain to preserve their private-label franchise, if necessary. None of the six sources for the August report said 
they would alter their investments in private-label K-Cups based on rumors of Green Mountain moving to barcode K-Cups, 
though two sources said such a move could limit new market entrants. 
 
 
CURRENT RESEARCH 
In this next study, Blueshift Research assessed whether private-label manufacturers, including big names like Kraft and 
Benckiser, are likely to partner or compete head-to-head with Green Mountain. We employed our pattern mining approach to 
establish six independent silos: 

1) Private-label manufacturers (4) 
2) Private-label buyers for grocery stores with store-brand K-Cups (4) 
3) Online distributors (4) 
4) Office supply channel (3) 
5) Grocery store personnel (8) 
6) Secondary sources (7) 

 
We interviewed 23 primary sources, including 17 repeat sources, and identified seven of the most relevant secondary sources 
focused on Green Mountain’s efforts to expand its customer base while fending off private labels, and the rise of private-label 
offerings from well-established brand-name companies. 
 
 

Next Steps 
Blueshift Research’s next report will monitor potential changes in Kraft’s K-Cup strategy and assess sales results of its 
Maxwell House and Gevalia lines. We also will monitor announcements from Green Mountain for information on its new 
anticounterfeiting brewer and the related response from private-label executives, including in their stance on partnering with 
the company. 
 
 

Silos 
 
1) PRIVATE-LABEL MANUFACTURERS 
All four sources said Peet’s is more likely to compete against than to partner with Green Mountain but that Kraft appears to 
have opened the door to a partnership, should unlicensed efforts not pay off. Three sources said they themselves are willing 
to partner with Green Mountain but only under terms that are favorable and similar to the company’s agreement with Costco. 
None of these three said such a partnership was likely. Private-label manufacturers are confident they can go it alone, backed 
by sales increases that have occurred since Blueshift’s July 3 report and are expected to continue into next year. Private-label 
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sales are settling into 10% to 20% of the K-Cup market, while margins remain significant and capacity concerns are 
nonexistent. All sources said Green Mountain is at serious risk of alienating its customers and the grocery channel with its 
new, restrictive brewer and could lead to the adoption and backing of new brewer platforms. Meanwhile, private labels have 
one year to continue their aggressive push into the market and several more years after Green Mountain’s introduction of its 
anticounterfeiting brewer to continue supplying those consumers who have not upgraded their machines. 
 
 
KEY SILO FINDINGS 
Current Sales 

- 4 of 4 said private-label sales have increased in the last 3 months since Blueshift’s July 3 report. 
o 1 said sales doubled. 
o 1 said sales rose 5% to 10%. 
o 1 expects sales to increase 100% to 1,000% in the next year. 
o 1 said growth is slowing because he has been on the market longer than others. 

- 3 acknowledge they are small in comparison and not likely to hurt GMCR. 
- 2 said total private-label penetration within the K-Cup market is 10% to 20%. 
- 2 said margins remain very high. 
- 3 had no concerns about capacity. 

Competition from Green Mountain 
- 2 said GMCR will not compete on price. 
- 2 said private labels are taking share directly from GMCR. 
- 1 said GMCR is intent on shutting competition out of market. 
- 1 said supermarkets want private labels to remain available as a less expensive option for their customers. 

Partnering with Green Mountain 
- 4 do not expect Peet’s to partner with GMCR. 
- 4 said Kraft appears willing to partner. 
- 2 said GMCR has not contacted them to partner. 
- 1 was contacted by GMCR, but talks stalled. 
- 1 would not comment. 
- 3 would entertain GMCR as a partner but said the deal would have to be as good as the ones they have now, which 

none thought likely. 
o 1 said the partnership deal would have to equal what Costco has set up with GMCR. 

- 1 would not partner with GMCR under any circumstances and would choose an alternate platform if pressured. 
Green Mountain’s New Brewer Initiative 

- 4 said GMCR runs an extreme risk of angering customers and the grocery channel with its restrictive brewer. 
- 2 said GMCR’s restrictive brewer will encourage support for other brewer platforms. 
- 1 said the new brewer shows GMCR’s desperation. 
- 1 said private labels still have 1 year to sell and then 3–5 years before current brewers are replaced, presenting a 

sales opportunity. 
 
 

1. President of a private-label coffee producer; repeat source 

This source has not been approached by Green Mountain as a potential partner, and he vehemently opposed such a 
move. He expects Benckiser’s Peet’s to have no interest in teaming up with Green Mountain but said Kraft may be more 
receptive if its unlicensed channels fail. Private-label single-cup coffee sales are still growing, but the market appears to 
be reaching equilibrium as consumers embrace a wider range of choices. Those competing on price are seeing greater 
volumes than those priced equivalent to Green Mountain. The company has eroded traditional boundaries between 
premium and discount coffee branding, easing the way for private labels to compete on value. Next-generation Keurig 
systems will need a manual override for users looking to customize their beverages and accommodate third-party cups. 
Otherwise, Green Mountain risks backlash and ultimate decline. 

Aug. 12 summary: If Green Mountain wanted bar-coding, it would have done so by now. The concept is not new in the 
industry but has not been an overwhelming success. Replicating the system would be trivial and may only take three 
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months. The source is not deterred by this potential development and does not believe the codes can be placed with a 
new patent. 

July 3 summary: Despite Green Mountain’s efforts to retain a proprietary edge, private labels had started making 
significant inroads into single-serve coffee. Private-label sales into grocery already accounted for as much as 30% of all 
unit volumes in the category, and lower coffee prices had created an opportunity to capture larger share. Capacity was 
available to serve substantially higher demand. Leading private-label pods work with both Green Mountain’s Keurig Vue 
Brewing System and the existing K-Cup devices, with only minor modifications. 

Current Sales 
 “In the last three months we have continued to build our single-cup sales throughout the grocery channel across a 

wide range of price points.” 
 “Some of our grocery partners are pricing their private labels to match 

Green Mountain and are not exactly overwhelming the market. Others are 
aggressively undercutting Green Mountain and are doing better in terms of 
volumes.” 

 “Across the spectrum, we are seeing increased penetration for private label 
but may be hitting a new normal at around 10% to 20% of the overall 
Keurig-compatible coffee volume. That’s at a conservative minimum 10 
million cups a week spread across all vendors if not more.” 

 “I haven’t actually broken down the math in terms of all private-label packs. 
I’ve only looked at our sales in our grocery channel relationships—where we 
are naturally the only private-label brand family on the shelves—versus 
Green Mountain and licensed sales. My suspicion is that our growth is 
actually a little slower than other vendors simply because our brands have 
had a little longer to become established, and so consumers have already 
made up their mind over which brand they prefer in any given store.” 

 “Margins are still very rich in this segment, and our capacity remains ahead 
of demand.” 

Competition from Green Mountain 
 “Green Mountain is fit to be tied at the idea of people brewing other brands of coffee on their machines. They have 

cause to be nervous because the Green Mountain brand itself broke a lot of the established wisdom about store 
brands versus premium brands, and now the line is much more fluid.” 

 “It used to be that there was the national brand that cost more, and there were the generic brands that cost less. 
Then there were ultra-premium brands that operated in niche sales channels, much like the Keurig’s direct sales 
approach or [Kraft’s] Gevalia.” 

 “By advertising Green Mountain as a utility ‘use-in-all-Keurig-machines’ grade of coffee, they essentially made it the 
generic brand and established its pricing as the generic in the single-cup world. Everything in single cup is priced as 
luxury coffee. And on those terms, a nonluxury brand can come in and win the customer loyalty on pure quality 
terms. That’s what our store brands do. That’s Green Mountain’s self-engineered weakness.” 

 “So what is Green Mountain doing to keep its position within the Keurig world? Basically, they’re cheating. They’re 
closing the future generation of the brewer against competitors who may actually have a higher-value product. They 
are trying to nudge Keurig consumers into a Green-Mountain-and-friends universe.” 

 “Green Mountain is not competing on price as far as I can see. They are deeply invested in their existing margin 
structure and seem willing to simply eliminate distributors who discount significantly below the direct sales pricing. I 
suspect they would eliminate all third-party distributors and become an exclusive direct vendor if they could get away 
with it. But that runs counter to the whole nature of the coffee market, which is that you need to be available 
wherever shoppers are. That means working with groceries instead of tolerating them. It means broadening your 
price point spread to capture more households. It’s basic multichannel brand strategy, but they may not be executing 
that well.” 

 “To Green Mountain, a diverse product universe means licensing more existing coffee brands to put their label 
across roughly the same price point. That’s a huge windfall for vendors like Kraft that normally sell at a quarter to a 
third the retail per-pound equivalent. It’s a wash for someone like Starbucks [Corp./SBUX], which has such an 
intensely loyal following that any reasonable pricing is not really a drag. And as I was saying, it’s a great thing for 
supermarket brands that can theoretically claim something like that pricing just because most second-tier single-cup 

Across the spectrum, we are 
seeing increased penetration 
for private label but may be 
hitting a new normal at around 
10% to 20% of the overall 
Keurig-compatible coffee 
volume. … Margins are still very 
rich in this segment, and our 
capacity remains ahead of 
demand. 

President 
Private-label Coffee Producer 
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brands are relatively unfamiliar or regional at best, and simply coming in 
the cup format currently justifies the novelty price premium. But when a 
disruptive price enters the equation, the universe is revealed to be sort of 
brittle, and they need to cheat to hold it up.” 

Partnering with Green Mountain 
 “We have not been asked. I would not accept. I will back or create 

alternative single-cup brewing systems before I sign onto the Keurig cup 
license, and that is definitely an option over the next year.” 

 “Kraft is backing its Keurig products and Gevalia as its more traditional 
premium brewer-oriented product. [Kraft’s] Tassimo is just not breaking out 
with anything like mass success ... so it’s pretty much a Keurig game for 
them. They’ll license if they have to but so far have tried the ‘compatible’ approach.” 

 “Peet’s is interesting because now they have a very large presence in Europe as well as their U.S. coffeehouse brand. 
They are notably not going the Keurig license route. They are sticking with their earlier plans to be Keurig-compatible 
but not -licensed, with their own proprietary packaging. I embrace that.” 

Green Mountain’s New Brewer Initiative 
 “Green Mountain’s apparent aggressiveness surprises me. I did not think they would be so eager to eliminate what 

they consider ‘pirate’ coffee on ‘their’ brewers that they would be willing to risk permanently splitting the Keurig 
population, but that’s exactly what they seem to be threatening.” 

 “Having the barcode recognition be the only way to get your machine to 
work is asinine in the same way that having a microwave that only works on 
preset timings is asinine. The consumer needs more particularity, more 
control over programming their own system. If you can’t get this fancy thing 
to make your coffee exactly how you want it, a significant portion of the 
install base will go back to more traditional systems. No Keurig brewer on 
the cabinet means no single-cup sales for anyone.” 

 “My suspicion is that the system will nominally reward sanctioned cups with 
the barcode by offering more sophisticated brewing routines, especially 
involving dairy preparations. But even then, the same coffee is central to a 
latte or a cappuccino or an Americano. You don’t buy a separate cup for 
that. You buy one cup of deep roast and program your espresso maker 
accordingly. But my point is that if I can’t program that cup manually … the 
machine becomes a lot less useful.” 

 “The sane solution is for the system to allow user input if there’s a 
nonsanctioned cup in the chamber. The barcodes don’t read anything, so I 
have to manually reach up and hit the ‘coffee’ key and maybe hit ‘latte.’ That’s not exactly going to break the back of 
nonsanctioned cup sales. If anything, it establishes us in the user’s mind as the sophisticated choice, the gourmet 
option. You have to know the secret codes to brew our coffee, which also happens to be better for the environment, 
fresher, specially roasted for single-cup applications and maybe half the price.” 

 “Single-cup coffee is here to stay. We all love it. If it means backing an open-architecture alternative to Keurig, we’ll 
look into it. Tassimo may end up with a lot of friends. Peet’s may come up with something. There are a lot of brewers 
that can step up in 2015 as needed.” 

 
 

2. Sales executive for a global private-label food manufacturer; repeat source 

This source does not believe there is a benefit to partnering with Green Mountain. Peet’s is ready to go head-to-head with 
Green Mountain, while Kraft is less eager to do so. The flood of Keurig-compatible coffee formats continues to drag on 
licensed brands’ growth. Supermarket channel sales are strong for private labels, with sales doubling in the last three 
months. Vendors that have invested in their own proprietary cups are unlikely to accept Green Mountain’s terms for at 
least the next year, by which point licensed brands will have lost another 15% of the Keurig market. Capacity is not a 
concern for private label. Green Mountain configuring its brewers to restrict usage will not be popular among consumers 
and smacks of desperation. 

[Peet’s is] notably not going the 
Keurig license route. They are 
sticking with their earlier plans 
to be Keurig-compatible but not 
-licensed, with their own 
proprietary packaging. I 
embrace that. 

President 
Private-label Coffee Producer 

Single-cup coffee is here to 
stay. We all love it. If it means 
backing an open-architecture 
alternative to Keurig, we’ll look 
into it. Tassimo may end up 
with a lot of friends. Peet’s may 
come up with something. There 
are a lot of brewers that can 
step up in 2015 as needed. 

President 
Private-label Coffee Producer 
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Aug. 12 summary: A year of free play in the extremely lucrative single-cup coffee market is enough for private-label 
manufacturers looking to take shelf space away from Green Mountain. Should the next generation of Keurig brewers 
incorporate proprietary code registration systems, rival coffee vendors have room to retaliate with massive discounting. 
The majority of all Keurig customers will be free to use all cup formats through at least 2016, at which point the barcode 
system can be challenged at leisure. 

July 3 summary: True private-label brands are small players in the single-cup 
market, but the flood of vendors into the category has cut off Green Mountain’s 
avenues for growth within nonspecialty retail. Given the scale of retail chains 
lining up private-label relationships, capacity constraints are unlikely to emerge. 
The overall price trend is downward as private label explores MSRP between 
45¢ and 75¢ per cup. Cost is no problem, and single-cup products are relatively 
shielded from even a sudden upturn in raw coffee pricing. 

Current Sales 
 “Sales of our private labels are ramping up as expected. We are happy with 

the inroads we are making in the Keurig-compatible coffee cup space. Over 
the last three months our sales have roughly doubled. Our market share is 
still minuscule—I think the best number I’ve seen is that all third-party cups 
put together account for maybe 10% of the Keurig space now—but the 
numbers are going in the right direction. And going from zero to 10% for the 
category in barely a year is not bad.” 

 “If everyone in the industry continues with current growth rates, we should expect third-party cups to account for 
20% or more of the Keurig market a year from now. Granted, that math breaks down when you take it to a company 
level. Some brands are better established and are going to show smaller growth rates and carve more real dollars off 
Green Mountain. Some newer players are probably ramping up at a near-infinite rate, from zero to anything. We 
seem to be roughly in the middle of the pack.” 

 “We are starting to get serious about this market because we see the potential to create a growth product and a 
highly profitable product. Fast-rising unit sales are good, and with the extremely attractive margins of single-cup 
coffee compared to bulk coffee, it becomes even better.” 

 “We are going to promote our product and help our supermarket partners 
promote the product better. If we can avoid getting in each other’s way, our 
growth rates are going to steepen. And because most of us cater to different 
sets of grocery chains, we aren’t hugely likely to get in each other’s way. We 
aren’t competing with each other on the shelf. We are competing with Green 
Mountain and its licensees.” 

 “Capacity is not a problem. If we even get close to shortages of our cups, we 
have already transformed the coffee ecosystem. We are not running our 
lines at even remotely full capacity.” 

Competition from Green Mountain 
 “I’ve heard some chatter about Green Mountain trying to shut off 

distributors who open up their Keurig product line to nonlicensed, 
compatible brands.” 

 “In the supermarkets, the buyers contacted us to get a private-label brand 
in place. We didn’t fight to get into that channel, and we aren’t getting shut 
out because Green Mountain decides to cut the grocery channel off. It’s our 
native channel. Green Mountain is free not to sell to anyone.” 

 “I do not think Green Mountain can hold 100% of the Keurig market without 
killing the Keurig market. The final equilibrium may be below 10% third-
party brands. It may be well above 10%. But if they want to be in the 
supermarkets, the supermarkets want the ability to promote a store brand 
as an alternative to the 80¢ cup. The supermarkets are actually trying to 
support the Keurig ecosystem. Green Mountain is the one trying to destroy their own ecosystem, because if people 
can’t buy coffee to fit your machine at any corner convenience store, they will stop using your machine.” 

Over the last three months our 
sales have roughly doubled. 
Our market share is still 
minuscule … but the numbers 
are going in the right direction. 
And going from zero to 10% for 
the category in barely a year is 
not bad. 

Sales Executive  
Global Private-label Food Manufacturer 

The supermarkets want the 
ability to promote a store brand 
as an alternative to the 80¢ 
cup. The supermarkets are 
actually trying to support the 
Keurig ecosystem. Green 
Mountain is the one trying to 
destroy their own ecosystem, 
because if people can’t buy 
coffee to fit your machine at 
any corner convenience store, 
they will stop using your 
machine. 

Sales Executive  
Global Private-label Food Manufacturer 
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Partnering with Green Mountain 
 “Green Mountain is supposedly talking to people, but I can’t address that.” 
 “Incorporating a proprietary technology into a store brand and adopting 

proprietary pricing is a self-defeating proposition. Store Brand X may be 
practically the same coffee as Green Mountain, but it doesn’t have the 
marketing muscle behind it so it competes on price to the households who 
want single cup somewhere below 80¢ per cup. Raising the price of Store 
Brand X defeats the purpose. That is a cup lost to the entire single-cup 
industry.” 

 “Kraft has licensed [in the past] because they’re not a store brand. They’re 
also still defensive from the mess that Starbucks turned into for them. They 
[will be] willing to play along and keep their brands relevant across all 
brewing systems. Obviously they have huge brands so this is a good tactic for 
them. It’s easier for them to cooperate and they have the scale to suit any 
perceived market need.” 

 “I think Peet’s is becoming a dangerous competitor. They have been simmering—if you’ll excuse the phrase—as the 
anti-Starbucks for years now and now have the strategic focus and the opportunity to get serious about getting into 
the household and into the workplace. They developed their own cup under the new ownership, so their ambitions 
are evidently not aligned with Green Mountain.” 

 “Maybe in a year we will be happy to sell Green Mountain our store-label 
cups and let them run that part of the business, absorb our share. That 
would give Green Mountain back the grocery to win or lose as they see fit. It 
will cost them and I’m not sure they’ll do a good job with it. In the meantime, 
we will fight for every cup and we actually have what I consider the upper 
hand.” 

Green Mountain’s New Brewer Initiative 
 “I look at the new Keurig generation with a mix of nervousness and 

eagerness, actually. It will ultimately limit our brands’ ability to penetrate 
new machines and grow with the Keurig audience. But it’s also a mark of 
profound desperation on Green Mountain’s part.” 

 “They are afraid of honest competition. They initially sued people trying to 
sell coffee to an audience they considered theirs, and when those lawsuits 
failed to deliver the desired results, they changed the rules in order to 
create a technological barrier to competition.” 

 “Proprietary retail brands may well team up with Green Mountain, but all the 
major ones are already on the platform. And now Peet’s is going its own 
way. Starbucks has its own brewing machine it would much rather sell over 
Keurig. Starbucks will turn on Green Mountain in a heartbeat. And private 
labelers have no incentive to abandon their own packaging to adopt the 
Keurig cup.” 

 “Green Mountain is losing the grocery market. They know this. We have a 
competitive product at a much better price for a price-conscious consumer. 
And as purchasing managers and executives who have a Keurig at home try our coffee, they realize it’s a perfectly 
acceptable alternative for the office kitchen. The adoption curve goes against Green Mountain here. Keurig owners 
will always move from authorized brands to third-party brands and not the other way—unless, of course, Green 
Mountain makes it impossible to feed third-party coffee through your new Keurig machine, which isn’t going to make 
a lot of friends.” 

 
 

3. CEO for a private-label coffee manufacturer and single-cup OEM; repeat source 

This source would be happy to partner with Green Mountain provided he keeps his profitability, though he doubts that 
outcome. Kraft is only incidentally a competitor, and as yet Benckiser has not clarified its retail strategy. True private-

[Kraft will be] willing to play 
along and keep their brands 
relevant across all brewing 
systems. … I think Peet’s is 
becoming a dangerous 
competitor. … They developed 
their own cup under the new 
ownership, so their ambitions 
are evidently not aligned with 
Green Mountain. 

Sales Executive  
Global Private-label Food Manufacturer 

Proprietary retail brands may 
well team up with Green 
Mountain, but all the major 
ones are already on the 
platform. And now Peet’s is 
going its own way. Starbucks 
has its own brewing machine it 
would much rather sell over 
Keurig. Starbucks will turn on 
Green Mountain in a heartbeat. 
And private labelers have no 
incentive to abandon their own 
packaging to adopt the Keurig 
cup. 

Sales Executive  
Global Private-label Food Manufacturer 
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label sales continue to accelerate as nonresidential accounts experiment with their coffee supply. Vendors consider the 
Keurig market a windfall opportunity and, as such, have little to lose in competing aggressively to win immediate share. 
Starbucks and Green Mountain will be vulnerable over the next year. Margins for private label continue to be lucrative 
despite having lower prices than Green Mountain. Capacity is limitless, and there is little fear of Keurig’s new brewers as 
the machine replacement window for consumers will be another three to five years. 

July 3 summary: Private-label sales were ramping up to challenge Green 
Mountain in the long term but initial results were been minor in dollar terms. 
Coffee vendors were competing more aggressively with single-cup solutions in 
hospitality and institutional markets. Pricing was geared toward Green 
Mountain, but plenty of room for compression existed as vendors sought greater 
market penetration. Capacity for some pod formats was readily available as 
Keurig-style single-cup coffee replaced existing technologies. 

Current Sales 
 “In the last three months we’ve definitely gotten some traction within the 

Keurig market. The ramp up has mostly been in our traditional stronghold of 
hospitality. We are making some inroads there or, more to the point, 
keeping our existing Hamilton Beach [NACCO Industries Inc./NC] accounts 
as those properties convert their in-room systems to Keurig.” 

 “On the whole we are coming from practically no sales in the Keurig-
compatible world when we launched about a year ago, to an appreciable 
part of our business. I seriously doubt we are a direct threat to Green 
Mountain on their own platform, but hospitality is helping us reach places 
that other private labelers and nonlicensed roasters aren’t really even 
thinking about.” 

 “I fully expect to see our Keurig-compatible sales rise by three or even four digits [100% to 1,000%] over the next 
year. Again, this is not going to make a huge dent in Green Mountain’s business, but it will at least slow their ability 
to turn their Keurig user base into a captive Green Mountain coffee 
market.” 

 “Margins are very, very attractive in this business given the fact that 
packaging for single serving translates into multiplying the per-ounce 
pricing by a factor of around three. Tripling the retail price for the same 
product is extremely attractive.” 

 “If Keurig shuts us out, we can retool our lines to work with generic coffee 
pods or else simply push harder into the existing install base. As an 
industry, we can force Green Mountain out of all the old brewers and live 
very well for the next three to five years until people upgrade. Capacity is 
practically infinite for just that reason. The lines are already geared to a 
variety of pod formats.” 

Competition from Green Mountain 
 “We are taking all our share from Green Mountain. It isn’t much in the 

grand scheme of things, and I’m not even sure they’ve noticed us. Their 
Keurig relationships in hospitality are still so new that their sales network is 
trying to figure out the protocol for working with buyers in this channel. In a 
few months they’ll notice that they’re not actually selling any coffee into 
these brewers.” 

 “Their problem is that they are not budging on price because a minimum of 60¢ per cup is built into their operating 
model now and that’s a last resort in extremely strategic negotiations, whereas for everyone else in the industry, 60¢ 
per cup equivalent is ‘blue-sky’ free money. We’re happy to take 45¢, 40¢ per cup.” 

 “And the hotel consumer is not going to be picky over which brand of cup the room provides. If it’s that big a deal, 
he’ll call room service or more realistically go out to Starbucks. That’s a consumer who would have turned up his 
nose at Green Mountain anyway.” 

I fully expect to see our Keurig-
compatible sales rise by three 
or even four digits [100% to 
1,000%] over the next year. 
Again, this is not going to make 
a huge dent in Green 
Mountain’s business, but it will 
at least slow their ability to turn 
their Keurig user base into a 
captive Green Mountain coffee 
market. 

CEO, Private-label Coffee Manufacturer 
& Single-cup OEM 

[GMCR’s] problem is that they 
are not budging on price 
because a minimum of 60¢ per 
cup is built into their operating 
model now and that’s a last 
resort in extremely strategic 
negotiations, whereas for 
everyone else in the industry, 
60¢ per cup equivalent is ‘blue-
sky’ free money. We’re happy 
to take 45¢, 40¢ per cup. 

CEO, Private-label Coffee Manufacturer 
& Single-cup OEM 
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Partnering with Green Mountain 
 “We have not been talking to them. I’d be happy to sign up if they could 

guarantee a place on their shelf and after-royalty pricing comparable to 
what we get now on our own. Maybe a little less if they could give us better 
visibility in residential and workplace. But I don’t see that happening.” 

 “Kraft seems happy to run the vast, traditional bulk residential coffee 
business and get their piece of single cup via Tassimo. If they wanted to 
shift more of their coffee into single cup, they would already be doing it. 
They are already getting an equivalent margin boost via Gevalia, and that’s 
where the real promotion dollars are going.” 

 “The Benckiser thing is too early for me to say, but it looks more directly 
aimed at challenging Starbucks as a global retail beverage strategy. As far 
as I know, they only have a very rudimentary single-cup product in the form 
of Peet’s, which is only getting started. I wouldn’t be surprised if we sell as 
many single cups as Peet’s does.” 

Green Mountain’s New Brewer Initiative 
 “I am not surprised to hear that Green Mountain is trying to wall off the 

Keurig world they built. Once it becomes standard in their brewers, I would 
not be surprised if they succeed. The problem is that proprietary brewer-
coffee relationships don’t make people happy.” 

 “People like to have free choice, and even the illusion of walling off their 
choices in the name of ‘better beverages’ will only force them back off the platform entirely. … When it happens, it 
challenges not only Green Mountain’s domination of Keurig coffee but Keurig itself.” 

 “We have at least a year to sell into every single Keurig machine on the market, and after that point our addressable 
opportunity within Keurig shrinks as the new brewers become the status quo. Businesses don’t replace their brewers 
every year. Consumers can easily go three to five years before buying a new brewer, which means we’ll have free rein 
in that market.” 

 “Where I see the weaknesses are with Green Mountain within the established Keurig community, which is theirs to 
lose on the price and consumer choice fronts, and Starbucks, which is still trying to make up its mind on how to 
place its bagged coffee as well as its single-cup format.” 

 “Kraft is not their friend anymore. Peet’s is revitalized and eager to compete in the coffeehouse as well as the take-
home space. If anything, I see those two companies as natural allies, which sets Starbucks and Green Mountain 
together on the defensive and gives everyone else room to breathe.” 

 
 

4. Sales manager for an office supply-oriented private-label brewer; repeat source 

This brewer was approached by Green Mountain about a partnership, but talk died down once Green Mountain realized 
the source’s different approach. Peet’s also is not likely to partner, though Kraft’s hybrid strategy could open up doors to 
Green Mountain. One year from now, private labels will be less eager to partner because of the inroads they will have 
made on their own. The proliferation of proprietary coffee makers is driving vendors to develop brewer-agnostic 
packaging standardized around the generic coffee pod. Sales are up 30% year to year as the disruptive technology takes 
hold. Any effort to close off the Keurig platform will shake out weak players and encourage survivors to experiment with 
hybrid strategies similar to what Kraft has pioneered. 

July 3 summary: Although private-label single-cup coffee were growing off a low base, Green Mountain’s introduction of 
the Vue brewer appeared to be wholly defensive in motivation. Retail prices above 80¢ per cup seemed unsustainable. 
Green Mountain cups could fall below 70¢ by the holiday season. With the threat of litigation ended, every substantial 
brewer now wants a piece of the single-cup format. 

Current Sales 
 “Sales of our coffee and our proprietary single-cup solution are both up around 30% over last year and maybe up 5% 

to 10% since we talked a few months ago. A lot of that is probably a factor of Keurig adoption and our own rising 

We have at least a year to sell 
into every single Keurig 
machine on the market, and 
after that point our addressable 
opportunity within Keurig 
shrinks as the new brewers 
become the status quo. 
Businesses don’t replace their 
brewers every year. Consumers 
can easily go three to five years 
before buying a new brewer, 
which means we’ll have free 
rein in that market. 

CEO, Private-label Coffee Manufacturer 
& Single-cup OEM 
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profile in that market, but our pure brewer-agnostic coffee pods have actually done even better than the Keurig-
oriented side of that business.” 

 “I think people are migrating away from Keurig into new types of small-brew systems when their existing Keurig 
machines wear out. Green Mountain itself is still selling a lot of new Keurig, but the established base is moving 
around a little more.” 

 “Our profile is still relatively niche-level, but it is rising as people get tired of the endless waste that Green Mountain 
cups represent. Pour the coffee or pop [our] biodegradable pod into the basket, insert the basket in the Keurig or 
other brewer and that’s it. This is actually a complaint we hear most often from enterprise customers, believe it or 
not. Households can live with the trash because it’s only 10 to 20 cups a week at most. A company that employs 
500 coffee drinkers is looking at expanding their garbage flow by a dumpster a day. That’s a lot of cups. Anyway, as 
they get tired, they investigate solutions like ours, so I fully expect to keep sales growing faster than the baseline 
Keurig market.” 

 “Capacity is trivial for us because it’s just the question of sealing the pods. We have the baskets manufactured in 
China and only need one or two per customer win, so that will never be the bottleneck.” 

 “Our margins are not overly inflated, but this is a much richer business for us than the traditional bulk pack. Counting 
packaging costs, every pound we move into pods is least twice as profitable for us.” 

Competition from Green Mountain 
 “We are small by Green Mountain standards, but we are a fundamentally 

disruptive technology for their set-up. We challenge the notion that you need 
to insert a special cup into the chamber for coffee to work in your expensive 
machine. You can use our coffee, Starbucks coffee, even Green Mountain 
coffee in our basket, and it still brews as well as it would in the Green 
Mountain proprietary disposable cup.” 

 “I am sure we are not taking much share away from Green Mountain in the 
big scheme of things, but the share we take away is close to permanent.” 

 “They hate us, but then they seem to hate everyone. I am seeing 
fundamental competitors like us and like other people who challenge Green 
Mountain in very essential ways—pricing, the notion of their coffee being 
equivalent or better quality, brew methods—respond to that by playing to 
win. Other vendors are happy to coast with a greater or smaller piece of the 
Keurig spend and ultimately will either cooperate with Green Mountain 
when demanded to in order to keep that business or else will leave this 
market entirely.” 

 “Those of us in it for the long term have already established a competitive 
proposition, an edge. We have found markets where we can compete 
against Green Mountain, even on their own brewer.” 

 “With us, it’s alternative groceries, green businesses, sustainability. With 
someone else, it might be price. With some consumer brands, it might be 
quality or an existing loyal following. Peet’s is emerging as that sort of 
competitor, and you always have Starbucks hedging its bets in terms of which brewer to support. Packagers with 
their own brewers will also naturally have their own loyal audience: Gevalia, Tassimo.” 

 “In the next year or so we will either see the proprietary brewers admit defeat or fire back with a counteroffensive 
against Keurig on what you might call the ‘hardware’ side of the Green Mountain empire. Keurig is legendary in 
enterprise and restaurant circles as a glitchy machine compared to the traditional pot brew or higher-end coffee 
solution. That’s a place Tassimo, Hamilton Beach, [Lifetime Brands Inc.’s/LCUT] Cuisinart or even Starbucks could 
take the upper hand. What if Keurig doesn’t deliver connoisseur coffee? What if Keurig no longer even accepts the 
really good blends and roasts, the gourmet names your fanciest friends are in love with?” 

Partnering with Green Mountain 
 “They do not seem interested in us. We had a few initial calls to license our brands, but they stopped after we 

established that we have our own approach. I think the rush to partner has paused for the time being. Maybe it will 
start up in a year or so, but my suspicion is that people will at that point be more eager to sell one-size-fits-most pod 
solutions that are just coffee, not the cup.” 

 “The Benckiser moves are definitely interesting. Unless they bought Peet’s to shut down their proprietary cup, I doubt 
they are going to rush to partner with Green Mountain on a licensed format.” 

They do not seem interested in 
us. We had a few initial calls to 
license our brands, but they 
stopped after we established 
that we have our own 
approach. I think the rush to 
partner has paused for the time 
being. Maybe it will start up in a 
year or so, but my suspicion is 
that people will at that point be 
more eager to sell one-size-fits-
most pod solutions that are just 
coffee, not the cup. 

CEO, Private-label Coffee Manufacturer 
& Single-cup OEM 
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 “Kraft maintains its proprietary brewer side while also having a formal Keurig version. Plenty of people might keep 
their unlicensed pods around as well as explore a licensed business, assuming of course Green Mountain will allow 
you to do that if you’re a little smaller than Kraft.” 

Green Mountain’s New Brewer Initiative 
 “I’m not sure I would incorporate bar-coding into a consumer solution right 

now without establishing extreme value-add. The consumer is already 
sensitive to surveillance.” 

 “I see consumers and enterprise customers alike as more than happy to 
change brewer brands if their Keurig breaks or if they simply need more 
capacity in the kitchen. Once they go small brew, they’re more likely to 
trade up to something with a true espresso capability—better than [the 
Keurig] Vue, more like the [Keurig] Rivo. The Rivo is not exactly flying off 
shelves, so if the new generation of Keurig has this odd, paranoid edge and 
doesn’t deliver a whole lot of new excitement, it has the potential to 
backfire and actually drive those would-be upgrade customers to another 
manufacturer entirely.” 

 “If the barcodes don’t read my coffee and don’t allow some kind of manual 
brew, I have a strong suspicion Vue customers are going to be very unhappy when it comes their time to upgrade as 
well. The Vue is built around letting you choose the water, temperature, brew time, strength.” 

 
 
 
2) PRIVATE-LABEL BUYERS FOR GROCERY STORES WITH STORE-BRAND K-CUPS 
Three of four sources said Peet’s has shown its intent to compete head-to-head, rather than partner, with Green Mountain 
and Starbucks. The remaining source did not comment. Only one source commented on Kraft, saying it was more likely to 
cooperate with Green Mountain. Although no source in this silo had been approached about a private-label partnership with 
Green Mountain, all four said they would consider a relationship that preserves their current price points and profit structures. 
Sales rose 5% to 10% in the last three months for three sources and were stable for the other; year to year, sales are up 25% 
to 40%. Private labels’ penetration of the coffee category ranged from 10% to 30%. Green Mountain has shown no indication 
it will compete on price. Sources knew little about Green Mountain’s new brewer but were critical of it, saying it could upset 
customers and hurt sales. One source was willing to support other single-serve platforms in order to maintain a store-brand 
option for customers, while another expects to take advantage of sales opportunities in the next year before the new brewer 
is released. 
 
 
KEY SILO FINDINGS 
Current Sales 

- 3 of 4 said private-label sales rose 5% to 10% in the last 3 months. 1 said sales were stable. 
- 3 said sales increased 25% to 40% year to year. 
- 3 said private label makes up 10% to 30% of the total coffee basket in stores. 
- 2 said private label is more profitable than GMCR. 

o 1: more profitable by 20¢ per cup. 
- 1 believes coffee pods are new competitors for all K-Cups. 
- 1 said there are too many private-label choices. 

Competition from Green Mountain 
- 3 said GMCR is not aggressively competing in the grocery channel. 

o 1: GMCR not competing on price. 
- 2 said private label is taking share from GMCR in the grocery channel. 

Partnering with Green Mountain 
- 3 said Peet’s is not interested in partnering with GMCR. 
- 1 said Kraft appeared willing to cooperate with GMCR. 
- 4 said GMCR has not contacted them about a partnership. 
- 4 would consider a partnership but only under favorable terms like the Costco deal. 

The Benckiser moves are 
definitely interesting. Unless 
they bought Peet’s to shut 
down their proprietary cup, I 
doubt they are going to rush to 
partner with Green Mountain 
on a licensed format. 

CEO, Private-label Coffee Manufacturer 
& Single-cup OEM 
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- 1 said the value of private label also plays into being able to offer different product. 
Green Mountain’s New Brewer Initiative 

- 4 believe GMCR’s restrictive brewer will hurt the grocery channel and private labels. 
- 1 would back other platforms in stores that support private labels. 
- 1 would take advantage of the 1-year window before the new brewer hits the market. 

 
 

1. Private brand executive for a national grocery group; repeat source 

This source does not expect private-label brands—certainly not Peet’s or a supermarket brand—to partner with Green 
Mountain. Green Mountain will have to present a cost-effective private-label solution, similar to what it gave Costco, in 
order to entice supermarket buyers away from the investment they already have made in nurturing store brands. As yet, 
customers do not appear loyal to existing private labels but simply follow pricing. Private labels have stabilized at roughly 
30% of single-cup coffee sales as more Keurig-licensed brands have entered shelves. 

Aug. 12 summary: Matching any barcode system would be trivial but vendors would be unwilling to risk legal reprisals. 
Disrupting the K-Cup ecosystem would doom the Vue. 

July 3 summary: Private-label single-cup coffee sales had nearly reached parity with the branded K-Cup on a volume basis 
although the base remained small nearly a year after launch. Even discounted single-cup products were profoundly 
profitable compared with their prepacked counterparts. Plenty of room existed to drive prices down in order to capture 
sales. GMCR and most competitors had yet to cut prices in response, but some downward motion was inevitable. The 
residential Keurig audience remained relatively small but was growing toward the mass market. 

Current Sales 
 “Our private labels have stabilized as a proportion of our overall single-cup 

sales volume, largely because a few more third-party Keurig-licensed brands 
have squeezed in between Green Mountain and Starbucks on the high end 
and our brands on the low end. So over the last three months, it’s slowed 
down to maybe a third of the overall shelf. Over the last year, of course, it’s 
basically been the birth of an all-new price point in this product category for 
us.” 

 “Our private labels will move up about as fast as the overall single-cup 
category in the next year. We have enough data now to make me think 30% 
is the new normal for private label. It will be good enough for me because 
this is a richer price point for us in terms of profitability than the licensed 
cups.” 

 “I am not hearing about any shortages. If we can supply our stores at 
current sales levels, I seriously doubt there will be a crippling failure to 
deliver any time soon.” 

Competition from Green Mountain 
 “Our stores are only passively competing with Green Mountain and the 

licensed cups. Customers who want Starbucks are going to buy Starbucks. 
Customers who want to buy our brand know that they’re not getting Starbucks. They’re just getting single-cup coffee 
at about 55% the price per cup.” 

 “Private label has displaced 30% of every single-cup box moving through our stores that used to come from Green 
Mountain or a licensed brand. Across the industry, I don’t know whether that makes a dent in Green Mountain or not. 
I thought they were mostly in offices and online.” 

 “Green Mountain is not really happy losing their lock on our shelves, but they’ve been decent about it. We have 
gotten them to authorize a little promotion for the single-cup shelf, which really helps our brands as well as theirs. 
They aren’t lobbying to push our brand out of the store or else they’ll pull their coffee or anything like that.” 

Partnering with Green Mountain 
 “I would not be interested in telling our manufacturing partner to adopt the Green Mountain packaging system 

because I seriously doubt it would be anything but more expensive for us. We would have to push our price point up, 
which makes it pointless to have a store brand at all. So far Green Mountain hasn’t suggested anything like that.” 

Our private labels will move up 
about as fast as the overall 
single-cup category in the next 
year. We have enough data 
now to make me think 30% is 
the new normal for private 
label. It will be good enough for 
me because this is a richer 
price point for us in terms of 
profitability than the licensed 
cups. 

Private Brand Executive  
National Grocery Group 
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 “If we got a deal like what Costco is getting, I would be interested in pursuing it. Somehow Costco is selling Green 
Mountain coffee in Green Mountain cups for 40¢ a serving. That kind of 
retail point might let us keep the margins we are already earning on our 
existing private label. On the other hand, Costco is so huge that they may 
be giving away their own margins in order to make it up on volume, in which 
case our existing partners would still give us the better deal.” 

 “I am not hearing about any established supermarket brand going over to a 
Green Mountain licensed cup. Costco is the exception.” 

 “Kraft is already partnered with Green Mountain, aren’t they? As for Peet’s, 
we might find room for them if they can justify the space on our shelf taken 
away from Starbucks. As far as I can tell, they are not going to switch to a 
Green Mountain license. If anything, they look committed to ripping share 
away from all the licensed brands. That doesn’t bother our private labels 
because I doubt another flavor of 90¢ cup will peel many fingers off our 
55¢ solution.” 

 “A 40¢ cup where we can keep our profit margin will peel all the fingers off 
our 55¢ solution. We haven’t built up much brand loyalty on that side. I’m 
sure those customers will be happy to switch if it comes down to it.” 

Green Mountain’s New Brewer Initiative 
 “I had not heard about the new brewer, but I think it will be a nightmare. 

Will it force us to put barcodes on our cups? Will there be a transition 
period where old cups won’t work in new machines? I can see it not making 
friends.” 

 
 

2. Category manager for a national grocery group; repeat source 

Existing relationships with private-label partners are satisfactory, making a Green Mountain deal less appealing unless 
the company were to make substantial concessions or if barcodes rendered third-party cups irrelevant. Single-cup coffee 
is still establishing itself as an essential player on the beverage aisle, but within the space, store brands are 
outperforming as a bridge for customers transitioning from bulk coffee to ultra-premium single-cup pricing. This source’s 
brand sales have grown 10% in the last three months. 

Aug. 12 summary: No disruption in the single-cup coffee market is likely before 
second quarter 2014 at the earliest, assuming a holiday 2014 launch for the 
new system. Green Mountain had not communicated its plans. Successful 
private-label vendors might negotiate licenses to preserve their franchises while 
others might simply wind down their single-cup operations. Grocers might pull 
back from single cup entirely in that event. 

July 3 summary: Single-cup coffee continued to gain traction on relatively 
upscale grocery shelves, but Green Mountain was not the primary beneficiary of 
that trend. At best, K-Cup sales were growing in line with the Keurig user base. 
Private label was growing at a much higher rate as cheaper vendors converted 
some of the established K-Cup audience to their brands. Green Mountain had 
remained the category leader and was pulling shoppers into that part of the 
store; promotion of private label was somewhat passive. New packaging 
techniques let vendors manage their costs and maintain profitability even at a 
20% discount from K-Cup pricing. 

Current Sales 
 “Single-cup coffee is still new to us and our shoppers. I would not say it’s a 

novelty, but if you break out the overall volumes I think it comes out to 10% of our overall coffee basket. It has 
picked up maybe 10% over the last three months and the number over the last year is going to be maybe 30%, 
40%.” 

As for Peet’s, we might find 
room for them if they can justify 
the space on our shelf taken 
away from Starbucks. As far as 
I can tell, they are not going to 
switch to a Green Mountain 
license. If anything, they look 
committed to ripping share 
away from all the licensed 
brands. That doesn’t bother our 
private labels because I doubt 
another flavor of 90¢ cup will 
peel many fingers off our 55¢ 
solution. 

Private Brand Executive  
National Grocery Group 

Single-cup coffee is still new to 
us and our shoppers. I would 
not say it’s a novelty, but if you 
break out the overall volumes I 
think it comes out to 10% of 
our overall coffee basket. It has 
picked up maybe 10% over the 
last three months and the 
number over the last year is 
going to be maybe 30%, 40%. 

Category Manager  
National Grocery Group 
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 “Our private-label cups have grown from such a low base a year ago that the comparison is really not going to mean 
anything to you. From here, I expect our brands to lead the way as they have in recent months. People who buy 
Keurig coffee in a grocery store are obviously not getting it at Bed Bath & Beyond [Inc./BBBY] or online. They’re 
people who used to buy their coffee from the grocery store in a big can or bag, and now they have a Keurig machine 
so they’re continuing those habits. When they’re in the supermarket, they’ll get the sticker shock from buying a 
week’s worth of coffee and paying what they used to pay for a month’s supply, so they’ll be more inclined to try the 
cheapest cup on the shelf as a compromise. That’s our cup and that’s our chance to grab them and hold them.” 

 “We love all the single-cup buying because it’s a higher price point for equivalent weight and space on shelf. Our own 
brand is, of course, more profitable for us by something like 20¢ per cup sold so we favor it, but we don’t actively 
push people away from Green Mountain or Starbucks. Those brands built this category, and we respect them for it.” 

 “Our partners have promised us we can ramp up this business to multiples 
of its current size before they even need to pause to add capacity.” 

Competition from Green Mountain 
 “We are theoretically competing with Green Mountain with every cup we 

sell, but they’re aware of it. We are still a relatively new channel for them, 
and so I think they’re not completely transparent yet on what their 
opportunity is with us and vice versa.” 

 “Are we losing sales to Green Mountain? Maybe not, because they have the 
home field advantage in the Keurig itself and are allowing us to play with 
their toys. Are they losing sales to us? Maybe, but then we are still routing 
sales to them that they would not have gotten any other way.” 

Partnering with Green Mountain 
 “We are happy with our partner. A good private-label brand expands your 

pricing capabilities but also allows a little margin decompression. The wholesale is lower, and some but not all of the 
savings are passed on to the ultimate consumer. Green Mountain starts from a higher wholesale point and leaves us 
less wiggle room on a percentage basis before we hit the MSRP. Also, our partner gives us something unique, a way 
to differentiate our experience and ensure that people who like the brand are sticky to us.” 

 “Green Mountain would need to give us at least 21¢ per cup before we even consider them, or else lay down the law 
and say we can no longer play at all except by their rules. Otherwise, I might be happy to bring in a Green Mountain 
private label, beef up the low end of our overall single-cup selection without eliminating our existing brands.” 

Green Mountain’s New Brewer Initiative 
 “That sounds like they might be thinking of taking the ‘toys’ away. In that event, we would have to take whatever 

private label offer they come up with and live with it. I hope they warn us so we can repackage our existing cups and 
burn through inventory.” 

 
 

3. Brand manager for a national grocery group; repeat source 

This source would be happy to partner with Green Mountain but only if it means a Costco-like deal. Single-cup coffee is 
still growing as a component of an otherwise stagnant coffee category, but Keurig-branded cups are fading into the mix 
as private labels and more generic small-brew coffee pods regain share. Rolling out much cheaper private-label products 
will accelerate the trend. His sales are up 10% to 15% year to year—mostly at Green Mountain’s expense. If Green 
Mountain were to push nonlicensed cups off its platform, stores would then push Keurig product off their shelves. 

Aug. 12 summary: Plans to code K-Cups are unanticipated but feed into Green Mountain’s known defensive strategy. 
Depending on implementation, the new system might wreck the private-label single-cup market, have no effect at all, or 
even rebound on Green Mountain itself. Private-label vendors have plenty of time to position themselves and either 
pursue code licenses, if necessary, or wind down their single-cup sales, if inevitable. 

July 3 summary: Green Mountain will continue to dominate the single-cup space for the foreseeable future. Although the 
overall market opportunity was narrower than some might expect, it was deep enough to attract opportunistic 
competitors or those looking to protect their interests. Retailers in particular were looking for a way to convert low-margin 
bulk coffee sales to higher price points and ultimately better profitability. Price pressure is inevitable. 

Green Mountain would need to 
give us at least 21¢ per cup 
before we even consider them, 
or else lay down the law and 
say we can no longer play at all 
except by their rules. 

Category Manager  
National Grocery Group 
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Current Sales 
 “Over the last three months single-cup hasn’t gone over any cliffs. I think 

the American people have gotten used to the concept of single-serving 
coffee on the principle of the tea bag or hot chocolate pouch. It’s not rocket 
science.” 

 “We are probably up 5% quarter to quarter and easily trending at 25% to 
30% on Keurig alone over last year. It’s a hard category to calculate though 
because so much of it is becoming generic coffee pod or pouch to fit 
multiple machines. Across that expanded definition, we may be up 10% to 
15%.” 

 “What has happened is the generic pods have gotten a second wind as 
Keurig slows down a little. I think it’s people putting the much cheaper 
generic pods into Keurig brewers, but I’m not the mad scientist type. It 
could also be a new wave of interest in different kinds of brewers beyond 
the Keurig. Simply adding Vue cups to the category awhile back really 
exploded the basic misconception that there’s single-cup or Keurig and 
then there’s bulk coffee.” 

 “There’s actually a complex brand ecology inside non-Keurig single-cup 
coffee and that’s where we’re seeing the growth lately. For example, there’s Starbucks proprietary cups, which are 
one of our top sellers in single-serve coffee but are not actually Keurig.” 

 “We were winners there when we first launched at 75¢ a cup, and now we’re winning big with our new format at 
45¢, which blows away just about everyone else out there. It’s not the 15¢ to 20¢ people pay for a cup of bulk 
coffee, but it’s definitely not what people expect in the Keurig world.” 

Competition from Green Mountain 
 “We absolutely take share of single-cup Keurig away from Green Mountain and its licensees, mostly Starbucks. But if 

not for our cheaper products, those coffee drinkers would either buy from Costco or else go back to bulk coffee. 
What we are doing is rescuing that piece of the single-cup market that would otherwise essentially be abandoned. 
We are part of the reason Keurig’s attachment is as high as it is.” 

 “Are we contributing to whatever it is, a 10% lag in their coffee sales? 
Absolutely. But again, those sales would have been lost in any event. We 
saw a hole in the shelf and made sure it was full.” 

Partnering with Green Mountain 
 “We have talked about a Costco-like product for our shelf. Nothing yet. I 

would love another 45¢ cup for various store formats to supplement our 
own third-party label. Right now I think only Costco has a bona fide Green 
Mountain private label.” 

 “We sell [Kraft’s] Maxwell House in all packaging: single-serve, bulk, the 
works. We do not sell Peet’s yet because they haven’t given us a reason to 
do so. I don’t even think they’re in distribution yet. This sums up the 
difference between the two emerging competitive strategies. Kraft will 
cooperate, and people will cooperate with Kraft. Whatever Peet’s is 
becoming is still mysterious.” 

Green Mountain’s New Brewer Initiative 
 “If Green Mountain gives us advance warning and—ideally—doesn’t negate 

the work we have put in giving the Keurig customer a low-cost way to remain 
a Keurig customer, I don’t think coded cups will be so bad. We would be 
happy to buy into the code system and ensure that our cups work well on all their machines.” 

 “If Green Mountain wants to play hardball, we are not invested in supporting Keurig. We can sell pods for every 
machine except the new Keurig machines, if that’s what it comes down to. We would be happy to have a Starbucks 
shelf that pushes people to that company’s proprietary brewer. At that point we would investigate a private-label 
offering for the Starbucks brewer, although this would probably be differentiated on flavor instead of price because 
Starbucks by definition means premium coffee.” 

We were winners there when 
we first launched at 75¢ a cup, 
and now we’re winning big with 
our new format at 45¢, which 
blows away just about everyone 
else out there. It’s not the 15¢ 
to 20¢ people pay for a cup of 
bulk coffee, but it’s definitely 
not what people expect in the 
Keurig world. 

Brand Manager  
National Grocery Group 

If Green Mountain wants to 
play hardball, we are not 
invested in supporting Keurig. 
We can sell pods for every 
machine except the new Keurig 
machines, if that’s what it 
comes down to. We would be 
happy to have a Starbucks 
shelf that pushes people to 
that company’s proprietary 
brewer. 

Brand Manager  
National Grocery Group 
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 “Either way, we should be hearing about it soon so we can plan inventory for the fourth quarter of 2014 and beyond. 
Of course we aren’t buying coffee a year out, but we would need to get recall notices or whatever to let us know if 
existing stock of cups—Keurig and otherwise—is no longer going to work with all Keurig machines.” 

 
 

4. Brand manager for a regional grocery group; repeat source 

This source is open to a partnership if he can get the same terms as he has now, though Green Mountain has not yet 
approached him. Peet’s has made no indication it wishes to partner and appears to want a head-to-head battle instead. 
Although sales remain robust, the proliferation of single-cup brands and cup formats has become confusing, if not 
annoying, to consumers. Active differentiation in terms of price is necessary, but Green Mountain has not encouraged its 
licensees to segment their offerings. Eliminating unlicensed brands would help streamline the category but would not 
provide clear guidance to consumers or retailers on what to buy or stock. Green Mountain seems perplexed by the 
grocery channel and its place in it. 

July 3 summary: Single-cup retail was becoming a confused category and Green Mountain’s dominant position was 
becoming difficult to defend. Overall category growth was in the 20% to 25% range in terms of unit sales and gross 
revenue. Private-label pricing was flirting with levels 30% below Green Mountain MSRP in an attempt to capture per-cup 
pricing that still delivered an impressive margin upside. Licensed K-Cup sales were robust as consumers changed 
brewing methods but remained loyal to favorite brands. 

Current Sales 
 “Overall our single-cup coffee shelf continues to expand across our 

beverage aisle. Sales on that side are easily up 30% to 40% from last year 
and are up at least 10% just since the start of the summer. Private label is 
keeping up with that, but the real star is Starbucks. Everyone with a Keurig 
want to try the Starbucks, and most people end up with that as their 
ongoing coffee choice.” 

 “Private label is maybe 25% of unit sales and 15% of dollar spend in the 
category. We like that.” 

 “The single-cup universe is crowded, and it makes shoppers nervous, which 
might be why so many of them just go for the low-cost option or the famous 
option: us or Starbucks. Otherwise, there are all these doughnut store 
brands, traditional coffee brands, roast levels, caffeine levels, flavorings. 
They all look more or less the same and all cost more or less the same, but 
the cost per unit doesn’t really encourage casual sampling. Because this is still less than a quarter of our overall 
coffee sell-through, we can’t exactly provide a comprehensive sampling either. Probably 80% of all our single-cup 
brands end up going back because they pass their sell date. There are very few winners and a lot of losers.” 

 “In the next year I expect growth to continue, but we still won’t have room to sprawl. I am hoping for differentiation or 
consolidation. We are going to have to cut back to basics otherwise, simply to avoid returned product. And that’s not 
even counting the teas and other specialty products, which were a complete waste of shelf space and which we 
eliminated months ago.” 

 “No complaints about the private label. It’s easy to stock, recommends itself to the shopper and is the only clear 
differentiated product on the shelf. We like the margins, the volumes and the simplicity of it. As far as I know, supply 
is not a problem, and given our growth rate is unlikely to be a problem for at least a year or two.” 

Competition from Green Mountain 
 “I don’t see Green Mountain encouraging real competition at all. They seem to be more eager to sell more licenses 

and get more roasters to launch Keurig products, which I will try and have them go nowhere. They aren’t really 
competing with our brands. It’s more like they’re coexisting with our brands because we both sell single-cup coffee 
pods of one form or another.” 

 “I don’t know if Green Mountain even sees itself as competing with anyone. They sell to us but have made no effort 
to sell coffee at under 90¢ per retail cup to consumers. That’s where we saw a market need and created our own 
product to fill it. I think Green Mountain would be happier if they didn’t even have to work with us.” 

Partnering with Green Mountain 

The real star is Starbucks. 
Everyone with a Keurig want to 
try the Starbucks, and most 
people end up with that as their 
ongoing coffee choice. … 
Private label is maybe 25% of 
unit sales and 15% of dollar 
spend in the category. 

Brand Manager  
Regional Grocery Group 
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 “If Green Mountain gave us comparable purchasing terms as we get now, I 
would consider adopting a Green Mountain license for two simple reasons: 
It does no harm in terms of our product line and profitability on the one 
hand, and on the other it streamlines the Keurig world by eliminating the 
fancy footwork around ‘Keurig’ versus ‘Keurig-compatible.’” 

 “We have not been approached, and I’m not sure they’re even thinking 
about us. I know Costco has a Green Mountain private label, but I think 
Costco simply went to Green Mountain with a list of demands and Green 
Mountain leapt into action. We went with another supplier, and they are 
keeping us happy enough.” 

 “I’m not sure Green Mountain really understands the need for private-label 
products from a market segmentation perspective, if nothing else. Not 
everyone who might get a Keurig can really afford 90¢ a cup of coffee made 
at home. That’s close to what it costs in buying coffee at Starbucks every 
morning, so why not just go to Starbucks? Not everyone who can afford it 
wants to pay it. Cutting those people out of the Keurig market simply 
because none of the licensed roasters want to give up one penny of their 
‘standard’ price point is silly. That’s where we come in.” 

 “Peet’s confuses the situation even more because they’re theoretically a 
compatible—off-label—brand with a fairly big market presence. People have 
come to know the coffee over the last few years as something like Starbucks. I don’t think Peet’s wants to license. I 
think they want to take on Starbucks head-to-head and Green Mountain is collateral damage.” 

Green Mountain’s New Brewer Initiative 
 “That would be one way to eliminate redundant competitors. But I think it’s more likely we would just cluster more 

brands around the 90¢ price point and there would be less room to differentiate on price in a real way.” 
 “I would not be worried about this because they should give us time to consider licensing our private labels and we 

have over a year for that conversation to take place. As long as they can match our current costs and let us maintain 
something like our current pricing, it might not be a bad thing.” 

 
 
 
3) ONLINE DISTRIBUTORS 
Two of four sources have seen Green Mountain’s K-Cup sales stabilize in the last year after it removed restrictions on what 
online distributors could sell. These two sources do not sell private-label K-Cups because of their contract with Green 
Mountain, though one still said private labels are taking share from licensed K-Cups. Both will renew their contracts with 
Green Mountain, though one said renewal notices were delayed until November, presumably to allow more time to release 
details on the new brewer. The other two sources do not have exclusive contracts with Green Mountain, and both said its 
sales were declining—one because of competition from private labels and one because of the sudden resurgence in coffee 
pods. Three sources did not have any details on Green Mountain’s new brewer, including one who cautioned that possible 
anticounterfeiting technology was inviting trouble for the incumbent. The final source said a restrictive brewer could help 
Green Mountain keep private labels at bay, and expects the new Bolt office brewer to double his office sales in the next year. 
 
 
KEY SILO FINDINGS 
Current Green Mountain Sales 

- 2 of 4 said GMCR K-Cup sales have stabilized after the company lifted restrictions on what could be sold online. 
o 1 added that private labels are taking share. 

- The remaining 2 sources said GMCR K-Cup sales are declining. 
o 1 said private labels are taking share because they is more cost-effective. 
o 1 said coffee pods are taking share because they are more cost-effective and environmentally friendly. 

- 2 of 4 have GMCR contracts and will renew. 
o 1’s contract was up for renewal in September but said GMCR will send its notice in November, likely after 

details on the new brewer emerge. 

Peet’s confuses the situation 
even more because they’re 
theoretically a compatible—off-
label—brand with a fairly big 
market presence. People have 
come to know the coffee over 
the last few years as something 
like Starbucks. I don’t think 
Peet’s wants to license. I think 
they want to take on Starbucks 
head-to-head and Green 
Mountain is collateral damage. 

Brand Manager  
Regional Grocery Group 
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- The remaining 2 sources do not have contracts but will continue to carry GMCR. 
Private-Label Competition 

- 2 do not carry private labels based on contracts with GMCR; customers have not been asking for private labels. 
- 2 said private labels are taking share from GMCR. 
- 1 said private labels are losing share to coffee pods. 

Green Mountain’s New Brewer Initiative 
- 3 do not know about the new brewer, and are unlikely to carry it. 
- 1 said GMCR is asking for trouble with its restrictive brewer. 
- 1 said barcodes would help ward off private labels. 
- 1 said the new Bolt office brewer will double his office business in 12 months; a home version is expected too. 

 
 

1. CEO of a Keurig-licensed online supplier in the Midwest; repeat source 

In the last six months, online K-Cup sales rebounded to prior numbers after Green Mountain realized the importance of 
partnerships and reinstated brands it had previously pulled. This dealer does not sell unauthorized K-Cups. His contract 
was up in September, but Green Mountain extended renewal notices until November, when it likely will announce its 
anticounterfeiting technology. Authorized and unauthorized K-Cups have created confusion for consumers and 
distributors alike, and Green Mountain will have to make the distinction quite clear prior to the 2014 barcode rollout. 
GMCR’s new Bolt brewer, also due out in 2014, will be a game changer and will double his office sales in the first six to 
12 months. 

Sept. 21, 2012 Summary: This source believes Green Mountain will maintain 
market dominance on the strength of its branding and quality coffee. He has 
been contacted by several K-Cup competitors with products ready to sell, but he 
is barred by Green Mountain from selling “renegade” K-Cups. The source isn’t 
interested in competitors anyway because the quality and price differentials are 
not sufficient to warrant a switch. Green Mountain’s lowest-priced K-Cup 
package, branded under the Diedrich name, actually costs less per dozen than 
competing products he has seen. The death knell for K-Cups will come when a 
company produces a quality coffee brewer in the $200 price range that operates 
with consumer ground coffees. 

Current Green Mountain Sales 
 “In the last six months, our K-Cup sales have come back to what they once 

were. A year ago our sales dropped considerably in six months, around 25%. 
This was in part due to our new search engine technology, but it was also 
due to the ubiquity of small buyers. Now everyone carries K-Cups. They will 
soon be in convenience stores.” 

 “At the same time, Green Mountain eliminated many online items such as 
hot chocolate and Timothy’s Coffee. Our hot chocolate sales dropped 15%; 
we took a big hit. This was a very shortsighted strategy on Green Mountain’s part to control the market. However, 
arrogance got the better of them. Now their management has realized that partnerships are critical, and all of the 
products are now back online.” 

 “Green Mountain has lost market share to the private labels. There is a lot of volume sold at Staples [Inc./SPLS], Bed 
Bath and Beyond, and the Internet players. But many players have been sidelined because they can’t invade the 
office side of the business due to Green Mountain contracts.” 

 “Our contract was up in September, but Green Mountain sent an extension letter for a November renewal. We guess 
that they will announce a barcode to control unauthorized usage. We will renew, especially given the new technology 
coming out.” 

 “We offer a slew of 20 or 30 different K-Cup brands. We have a strong inventory.” 
Private-Label Competition 
 “We have no private-label K-Cups, no renegades. It is against our contract. We sell [International Coffee and Tea 

LLC’s] CBTL [The Coffee Bean & Tea Leaf] capsules and brewers, which compete directly with Keurig. We also sell 

In the last six months, our K-
Cup sales have come back to 
what they once were. A year 
ago our sales dropped 
considerably in six months, 
around 25%. … Their 
management has realized that 
partnerships are critical, and all 
of the products are now back 
online. … Green Mountain has 
lost market share to the private 
labels. 

CEO, Keurig-licensed Online Supplier  
Midwest 
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coffee and tea pods, including Folgers [The J.M. Smucker Co./SJM], Donut Shop [by National Coffee Roasters], and 
Reunion Island, but they do not compete directly with K-Cups because they are actually small bags, like tea bags, 
and cannot be used with a Keurig machine.” 

 “Our customers do not ask for private label.” 
Green Mountain’s New Brewer Initiative 
 “I doubt if they’ll really come out with some new technology. Like Tassimo, most likely Green Mountain will have a 

barcode system that won’t allow private labels. They will clamp down on private labels in 2014. This will be 
announced in November with the contract renewals.” 

 “Adding barcodes to the new machines will be inexpensive, only about $10 to $15 per brewer.” 
 “People are confused. They have no idea what is authorized and what isn’t. No one understands that Donut Shop is 

Green Mountain’s No. 1 selling brand. Green Mountain will need to make this very clear to consumers.” 
 “There are a lot of small niche players who try to sell K-Cup products. We don’t sell them, so this won’t affect us 

much.” 
 “The new technology, the Bolt, will be very big. It is coming out in November. It will double the office business on our 

side in six to 12 months. We won’t sell the machine because we don’t have a commercial agreement with Green 
Mountain, but we will sell the new K-Cups. It will be just a matter of time before the Bolt will be made for home use 
as well.” 

 “Offices will be willing to pay more for this machine because it will save them money overall and eliminate 
headaches.” 

 “The Bolt will have a larger K-Cup, 2.8 ounces, that is recyclable, and you can save the grounds for compost. It is less 
waste and no mess. This uses a pot, and you can brew a pot of coffee very quickly. It is designed for volume. Coffee 
will cost 35¢ or 40¢ a cup compared to the current price of upwards to 55¢. This is a plug-in machine.” 

 
 

2. Sales rep and administrator for a Keurig-licensed online home supplier on the East Coast; repeat source 

Green Mountain sales have stabilized after the company lifted restrictions on what online sellers could distribute. This 
source expects next year’s sales to be the same. Customers ask mostly for Green Mountain. The supplier has strong 
Green Mountain inventory and expects to continue selling its product. The source doubts if private label will affect Green 
Mountain. She was not familiar with the anticounterfeiting technology or Green Mountain’s new brewers. 

July 3 Summary: Keurig K-Cup sales have fallen dramatically in the last two years because of a category shift toward 
retail availability, including in major chains like Bed Bath & Beyond Inc. (BBBY) and now convenience stores. It is not a 
sign that K-Cup sales overall are being adversely affected by private-label competition. 

Current Green Mountain Sales 
 “Our K-Cup sales dropped a bit a few years ago when Green Mountain restricted what was sold online. That ban has 

been lifted, so our sales have been about the same as last year. I would expect next year’s sales to be the same too, 
but I can’t guess at percentages.” 

 “Coffee sales always pick up in the spring and winter, but not in the summer. Our winter sales just started about two 
weeks ago.” 

 “We are happy with our Green Mountain inventory. We carry 30 of their coffees and 16 to 17 other brands of pods.” 
 “We would continue selling Green Mountain unless they did something stupid.” 
Private-Label Competition 
 “We don’t sell private-label K-Cups because we are an authorized Keurig dealer. We do sell other brands of coffee 

and coffee pods.” 
 “People mostly ask for Green Mountain. We have some regular coffee drinkers that are now asking for Green 

Mountain. I don’t see them going back to regular coffee.” 
 “I can’t see private label affecting Green Mountain sales. They are too big and well known.” 
Green Mountain’s New Brewer Initiative 
 “I haven’t heard of any Green Mountain-exclusive technology. We’ll have to wait and see.” 
 “Some people have been asking for the Vue, but it is expensive. I’m not sure of any other new brewers.” 
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3. Manager of online store in the East; repeat source 

Green Mountain K-Cup sales continue to decline as the more cost-effective private labels grows in sales, popularity and 
varieties. This source did not provide details, but his comments in June showed that private-label sales grew to comprise 
30% of his business in just 18 months and had pushed Green Mountain’s portion of his business to 70%. He was not 
familiar with Green Mountain’s anticounterfeit technology or the new brewers. 

July 3 Summary: Sales of private-label K-Cups have grown from zero to 30% of total sales in 18 months, though Green 
Mountain K-Cup sales have grown at 15% to 20% this year. This source expects private label to continue to become a 
larger share of sales, comprising as much as 40% of all sales by the end of his next fiscal year. Two of the strongest 
competitors in the market are Brooklyn Bean Roastery and Mother Parkers. With up to 200 additional private-label 
products expected to hit the market in the next year, North American sales of GMCR single-serve already are taking a 
significant hit. Still, Green Mountain will remain the market leader in the foreseeable future. Its international deal with 
Starbucks represents a huge opportunity for growth beyond North American shores. Price points now are available for all 
levels of consumer budgets and sophistication. A big trend to watch is the launch of single-serve from high-profile 
consumer brands that are not necessarily in the coffee category. Another is the expiration in September of Keurig’s 
exclusivity contracts in the office supply channel. 

Current Sales 
 “Green Mountain K-Cup sales continue to decline, and they will decline next 

year as well. I don’t have the numbers, and I can’t tell you the percentage.” 
 “We have a good inventory.” 
 “We will keep selling Green Mountain.” 
Private-Label Competition 
 “Our private labels continue to increase because they are more cost-

effective. Again, I can’t tell you the numbers.” 
 “Everyone is asking for private label. It is very popular here.” 
 “Private label now has hundreds of selections, and they are adding more. 

This will make it grow even more.” 
Green Mountain’s New Brewer Initiative 
 “I don’t know anything about [anticounterfeiting technology].” 
 “I have heard about Bolt and [D.E. Master Blenders’/DEMBF, being acquired by Benckiser] Douwe Egberts [liquid 

coffee], but I haven’t seen them.” 
 
 

4. Sales representative for an online distributor of Green Mountain and private-label K-Cups 

In the last seven months, sales of Green Mountain and private-label K-Cups have fallen from 70% of the single-cup coffee 
sector to 30%, while coffee pods have risen from 30% to 70% of sales. Customers are concerned about the high price of 
all K-Cups, Green Mountain in particular, especially compared with less expensive coffee pods. But more often they 
express environmental concerns about the small plastic cups. The source expects all K-Cup sales to decline and coffee 
pod sales to increase in the next 12 months. Eventually this reversal will level out. The source will continue to have a 
limited supply of Green Mountain and private-label K-Cups for any interested customers. Green Mountain is asking for 
problems if it prevents competitors from using its brewers. The supplier is not interested in the new Green Mountain 
brewer. 

Current Green Mountain Sales 
 “In the past seven months, sales of Green Mountain and private label K-Cups have really fallen compared to our 

coffee pod sales. I’d say maybe seven months ago, single-cup coffee sales were 70% K-Cups and 30% coffee pods. 
But we’ve seen a dramatic change in that time, and now it is really reversed, with just 30% K-Cup sales and 70% 
coffee pod sales.” 

 “I would imagine that in the next 12 months K-Cup sales will continue to drop while pod sales will increase. However, 
it seems at some point we will level out.” 

 “K-Cups are not our biggest seller. Our customers consider Keurig K-Cups cost-prohibitive. They are very expensive. 
More and more our customers are concerned about the environment. I’m starting to hear customers express 

Our private labels continue to 
increase because they are 
more cost-effective. … 
Everyone is asking for private 
label. It is very popular here. 

Manager, Online Store  
East 
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concern about throwing away small plastic cups. It is a real concern. With coffee pods, they can put them in compost 
or gardens. It’s more of a contribution than a liability. We also sell a reusable K-Cup, but that is not as popular as you 
would think. Maybe it is too much fuss.” 

 “We offer Keurig K-Cups because some customers prefer them, but we only offer a few types such as Wolfgang Puck 
and Green Mountain. There is no need to offer a wide selection.” 

 “We do not have a contract with Green Mountain, and that’s why we can sell the private-label K-Cups. We get all our 
coffee from a vendor; we do not have inventory.” 

 “I imagine as long as we can get Green Mountain, we will keep buying them for our interested customers.” 
Private-Label Competition 
 “We carry just a few private-label K-Cups. … We don’t expect this market to increase much, especially for 

environmental concerns. I doubt if we will get more brands in the future.” 
 “Coffee pods are really where our customers are going. A lot of customers also want fresh beans, and they ground 

their own.” 
 “Our customers are asking for the pods, not private label. Customers that buy private label do have cost concerns.” 
 “I’m not really sure how private label is affecting Green Mountain K-Cups because we are seeing that pods are 

affecting both types of K-Cups. The pods are much more economical and environmentally sound.” 
Green Mountain’s New Brewer Initiative 
 “We read all the time about Green Mountain’s threats to competitors. I suppose it makes sense. They spend time 

and money making the brewer, yet they make money on the coffee, right? So if other companies can use their 
brewer, then Green Mountain is essentially losing money and giving their machine away for free.” 

 “However, can you really prevent people from drinking what they want to drink? I think Green Mountain is asking for 
problems. Maybe more folks will wake up and decide to use pods.” 

 “I can’t say that I’ve heard about any new brewers. I imagine it is on the Green Mountain website, but I haven’t 
looked. We will not carry it.” 

 
 
 
4) OFFICE SUPPLY CHANNEL 
These three sources are not seeing much demand for private-label K-Cups in the office channel. Two have exclusive deals 
with Green Mountain and will be renewing their contracts. While they do not offer private-label K-Cups, they have not had 
many requests for them either. The third source said 30% to 35% of clients are converting to private label from Green 
Mountain once they are made aware of the option, though few are proactively pursuing it. Sales of Green Mountain K-Cups 
varied for these sources: One reported a 30% increase in the first year of carrying the brand; another reported 3% to 4% 
growth year to year; and the third said sales were flat. All three expect sales to perform at the same rates in 2014. No source 
had much knowledge or exposure to the new anticounterfeiting brewer, but two raised concerns: one on price and one on the 
possibility of pushing consumers and distributors to a more open system. 
 
 
KEY SILO FINDINGS 
Current Sales 

- 1 of 3 said sales rose 30% in the first year of carrying K-Cups. 
- 1 said sales up 3%–4% yy, was up 5% yy in June. 
- 1 said sales stable yy. 
- All 3 expect a repeat of their sales numbers next year. 
- 2 are renewing their contract with Green Mountain. The remaining source does not have contract. 
- 1 reported hearing rumors about a price increase. 

Private-Label Competition 
- 2 do not sell private label because of a contract with GMCR. 
- 3 have not experienced much demand for private label in the office channel. 
- 1 said 30%–35% of office clients are converting from GMCR to less-expensive private labels when presented with 

the choice. 
Green Mountain’s New Brewer Initiative 

- None of the 3 had much knowledge on GMCR’s anticounterfeiting brewer. 
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- 1 said the brewer’s cost will be a concern. 
- 1 said the brewer would encourage distributors and customers to choose a new platform. 

 
 

1. Founder and operations manager of an authorized Keurig office supplier in California 

K-Cup sales have remained relatively stable the past year. This source has concerns that Green Mountain might increase 
its K-Cup prices, which would result in lower sales overall. Despite this, he will renew his Green Mountain contract, which 
prevents him from carrying private-label K-Cups. He expects requests for private label to only increase from the currently 
low level. Green Mountain needs to rethink the cost of its upcoming brewer in light of its troubled Vue brewer sales. 

Current Sales 
 “Our sales are OK, but they could always be better. We were close to steady last year, with little shifts up and down. 

Every day we get new customers and customers leave.” 
 “It is hard to say about next year. If Green Mountain increases their prices, sales might go down. Then we may have 

to offer other options. This is just a rumor I’ve been hearing.” 
 “We will renew our Green Mountain contract.” 
 “We keep everything we need on hand.” 
Private-Label Competition 
 “We are not allowed to offer private label because of our Green Mountain contract.” 
 “We haven’t gotten that many requests for private label. I expected more, but we’ve gotten very few.” 
 “Because we don’t carry private label, it is hard for me to say how they are doing and the effect they’ve had on Green 

Mountain. My guess is that private label may not affect Green Mountain. In some way, people just seem to gravitate 
toward Green Mountain.” 

Green Mountain’s New Brewer Initiative 
 “I have not heard about any anticounterfeiting changes.” 
 “On one of the other systems, we have an IFD [Internet-facing deployment] authentication code that tells you what 

coffee to put in.” 
 “I hear that there are more upgraded K-Cups coming.” 
 “Cost is always an issue on the new brewers. We’ve sold one Vue, but it is more ‘green’ and more expensive.” 

 
 

2. President of an office supply company in the East; repeat source 

K-Cup sales have increased 3% to 4% this year, and this source expects next year to be the same. He keep two weeks of 
K-Cup inventory in stock, and expects to sell Green Mountain products in the future. He sells only licensed K-Cups, and 
his customers have not asked for private labels. He was unaware of any anticounterfeit technology. He has seen only 
early prototypes of Green Mountain’s upcoming brewers, which are far from ready for retail. 

July 3 Summary: Green Mountain’s K-Cup sales have increased 5% since last 
year because this source said he offers his customers a service and they rely on 
him to restock supplies. In order to honor his contract with Green Mountain, he 
does not carry any private labels. He does not expect private labels to affect his 
business through the end of this year. 

Current Sales 
 “K-Cup sales are up slightly this year, at 3% to 4%. They were up 5% in June 

when we last spoke.” 
 “In the next 12 months, sales will be the same or less.” 
 “We keep two weeks of K-Cup inventory. We expect to continue selling 

Green Mountain for the foreseeable future, though we’ve considered leaving 
in the past.” 

Private-Label Competition 
 “We do not carry unlicensed K-Cups, and we have no plans to do so.” 
 “Our customers do not ask for private-label brands.” 

We have not seen any 
penetration of private label on 
Green Mountain in our market 
segment. 

President, Office Supply Company  
East 
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 “We have not seen any penetration of private label on Green Mountain in our market segment.” 
Green Mountain’s New Brewer Initiative 
 “I am not aware of any Green Mountain anticounterfeiting technology.” 
 “The only brewers we have seen were prototypes and far from market-ready.” 

 
 

3. Strategic sourcing specialist for an office supply company in the South 

The source started selling Green Mountain and private-label K-Cups to national businesses a year ago. During this first 
year, Green Mountain sales have increased 30% and are expected to post similar growth in the next 12 months. Private-
label K-Cups have been “slow to market,” but he does suggest private labels to clients who have cost concerns. People 
are often resistant to change, and the conversion rate from Green Mountain to private label is about 30% to 35%. Clients 
who have switched have not gone back to Green Mountain K-Cups. The disadvantage of private labels is their lack of 
specialty coffees. Anticounterfeiting technology may backfire on Green Mountain. The new Keurig Bolt brewer may be a 
cheaper alternative, but he does not believe K-Cups consumers will want to go back to a pot of coffee. Pods and Douwe 
Egberts liquid coffee may be a better environmental and economical solution. 

Current Sales 
 “We started selling Green Mountain K-Cups about a year ago, and sales 

have increased 30% in the past year. I expect that sales will continue to 
grow at the same rate during the next 12 months.” 

 “We don’t carry an inventory; we call the distributors.” 
 “We supply both Green Mountain K-Cups and private-label K-Cups to 

offices. Our business model doesn’t allow us to do exclusives with anyone. It 
is all a matter of where the product is coming from, and we work with 
several distributors.” 

Private-Label Competition 
 “We do carry some private-label K-Cups. They are slow to market.” 
 “Clients do not ask for private labels. We introduce the private-label K-Cups 

to our Keurig clients who are looking for a better price, who show some 
concern about the Keurig pricing. We want to keep their best interests in 
mind.” 

 “There is usually a lot of resistance to changing from Keurig to private label. It is not a one-on-one changeover. No 
one really jumps to save 10¢ to 15¢ a cup. Our conversion rate is about 30% to 35%. So far no one has gone back to 
Keurig.” 

 “The decision makers in charge of small to midsized companies are paying for a small amount of coffee each day. 
For them, the price of coffee doesn’t really make a material difference. However, it is a concern for decision makers 
of companies with a lot of locations. When you get above 30 cups a day, the dollars become more real. When you get 
above 50 cups per day, you start looking at alternative delivery methods; they start to weigh in.” 

 “Alternatives to K-Cups include the pods, which are more economical.” 
 “The only private labels that will compete head-to-head with Green Mountain are the grocers: Kroger’s [The Kroger 

Co./KR], Albertsons, Wal-Mart [Stores Inc./WMT], Safeway [Inc./SWY]. These private labels are directed at home 
users, not at the office. So essentially, Green Mountain has the office channel cornered.” 

 “Who wouldn’t pick out a private label in the grocery store if it could save you $2 to $4 for the same amount of 
coffee? This is assuming that you want to buy a standard breakfast coffee. The question is, will they stick with private 
label or go back to Green Mountain? Of course, consumers into seasonal coffee won’t be buying private label; they 
still will want their holiday blends.” 

 “Private label is still behind in different coffee blends, seasonal, pumpkin. Their options are limited.” 
Green Mountain’s New Brewer Initiative 
 “I’m not sure about the anticounterfeiting. I’m not sure it’s a smart strategy. Green Mountain is just going to butt 

heads with everyone. I … don’t want to be limited, to be told I can’t drink something. This may force me to go to an 
open source. There is plenty of cheap equipment that will take K-Cups.” 

 “I have only read about the Bolt online, but it doesn’t make sense to go back to a pot of coffee. Locations were 
making one pot of coffee and throwing half of it away several years ago, and the K-Cup solved this problem. It’s like 

There is usually a lot of 
resistance to changing from 
Keurig to private label. It is not 
a one-on-one changeover. No 
one really jumps to save 10¢ to 
15¢ a cup. Our conversion rate 
is about 30% to 35%. So far no 
one has gone back to Keurig. 

Strategic Sourcing Specialist  
Office Supply Company, South 
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improving the horse after the car has come out. They may be looking for alternative ways to make coffee cheaper, 
but people aren’t going back to a pot of coffee.” 

 “Another alternative is the new Douwe Egberts machine that uses their liquid coffee or concentrate. The coffee is 
sold in little cartons, like a small milk carton. You put it into their machine and adjust the coffee-to-water ratio. Each 
carton does about 240 cups of coffee, and it brews faster. There’s no plastic to throw away, so it has an 
environmental advantage. It also helps with inventory and shrinkage. I’ve had a cup recently, and it is very good.” 

 
 
 
5) GROCERY STORE PERSONNEL 
Five of eight sources said sales of Green Mountain-licensed K-Cups have increased between 5% and 100%, while the other 
three said sales have been steady year to year. Private-label sales have increased for five sources. Four sources said Green 
Mountain is losing ground to private-label brands but not significantly. Three others said private labels are not taking share. 
Green Mountain is not discounting its K-Cups in order to compete with private label. Instead, it is offering more varieties and 
flavors, including to some stores that have yet to receive Starbucks K-Cups. Five sources said they did not have any inventory 
problems; only one mentioned slow restocking of popular flavors.  
 
 
KEY SILO FINDINGS 
Current Sales 

- 5 of 8 said GMCR sales are up yy, ranging from 5% to 100%. 
o 1: 15% 
o 1: 100% 
o 1: 30% 
o 1: 5%–10% 
o 1: did not specify amount of increase. 

- 3 said sales are stable yy. 
- 5 reported no inventory problems. 
- 4 said GMCR is losing ground to private labels. 
- 4 said GMCR is not discounting to compete with lower-priced private labels. 
- 3 said GMCR varieties and flavor offerings have increased from a year ago. 

Private-Label Competition 
- 5 of 8 said private-label sales are up yy, ranging from 5% to 100% 

o 1: 15% 
o 1: 5% 
o 1: more than 100% 
o 1: 30% 
o 1: 5% 

- 4 said private labels are taking share from GMCR, but 3 others said private labels were not stealing share. 
 
 

1. Grocery manager of the Hen House Market in suburban Kansas City, MO; repeat source 

Sales are about the same as a year ago for Green Mountain K-Cups but are up 15% for licensed K-Cups and private-label 
brands. In mid-June, sales of all single-serve coffee were up 50% year to year, but slowdown occurred in recent months. 

July 3 Summary: Sales of K-Cups and of private-label brands are up 50% from a year ago. Gevalia is especially popular. 
Shelf space has doubled for single-serve coffee since a year ago. K-Cups take up about 85% of the shelf space. 

Current Sales 
 “Sales for Green Mountain-brand K-Cups have been flat from last year at this time, but the other Keurig labels have 

done better—up about 15% from a year ago.” 
 “But sales overall for all single-cup coffee has slowed down from a few months ago, not sure why.” 
 “I don’t expect a lot of change in sales in Green Mountain or other K-Cups over the next year.” 
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 “We have good inventory of Green Mountain, not a problem.” 
 “K-Cups have more shelf space [70%] than the private labels [30%]. Green Mountain’s own brand has the most shelf 

space.” 
 “Green Mountain doesn’t go on sale much. Maybe once every three or four 

months, the vendor will do a promotion and we put them on sale.” 
Private-Label Competition 
 “The private labels are up about 15% from a year ago.” 
 “The inventory keeps up with demand. Some of the newer ones we have 

that sell well are Peet’s and Gevalia.” 
 “Private label has more shelf space than a year ago. That should stay about 

the same.” 
 “Coffee prices have dropped this year, including the single-serve cups. 

Prices went through the roof because of the South American coffee market 
issues, but are getting back to normal.” 

 “Private labels are taking some business from Green Mountain. We have 
such a variety of private labels at different prices.” 

 “The private labels have to be cutting into Green Mountain sales a little bit.” 
 “I don’t hear a lot of demand for private labels, but people do like the 

choices. In this neighborhood, price is not that important to a lot of 
shoppers.” 

 “I’m not sure if people are going back and forth from private to Green Mountain.” 
 

Reporter Observations: The store devoted seven shelves to single-cup coffee—two stacks high and about seven feet 
long—the same as three months ago. Green Mountain brands had the largest shelf presence, with 12 varieties. The 
breakdown on licensed K-Cup brands and their number of varieties were Starbucks, 8; Tully’s, 6; Newman’s Own, 4; 
Barista Pride, 4; Millstone, 3; and Folgers, 8. Private labels included Eight O’Clock, 4; Gevalia, 2; Peet’s 2; Caribou, 2; 
Donut House, 4; and Superior, 6. The only ones on sale were Peet’s, marked down $1 to $7.99; and Superior, marked 
down 70¢ to $5.29. Maxwell House had a BOGO offer, priced at $7.49. There was a coupon in the Sunday paper for 
$1.50 off the purchase of any two Green Mountain K-Cup packs and $5 off on a Keurig brewer. 

 
 

2. Assistant grocery manager for a Piggly Wiggly near Milwaukee; repeat source 

Green Mountain is slowly losing ground to its private-label competitors, which will be hesitant to work with the industry 
leader since profits are growing fine without a partnership. All single-serve sales have doubled since last summer. This 
grocer expanded and repositioned the single-serve section two weeks ago, adding more shelf space. Green Mountain 
facings increased from 37 to 49, and non-Green Mountain went from 13 to 20 facings. Starbucks soon will be introduced 
into the store, and the section will be further expanded. 

July 3 Summary: Competition is only just beginning for Keurig K-Cups. Sales of Wide Awake Coffee Co. match those of 
Keurig’s K-Cups. Among Keurig brands, the Eight O’Clock line performs strongly because of its lower price compared with 
Starbucks, which the store no longer carries. Single-serve is most definitely the trend in coffee. Since last summer, shelf 
space has tripled from two to six shelves. The store also has repositioned the single-serve display to a more heavily 
trafficked area. Store-brand sales are especially brisk when discounted to $5 for a box of 12, compared with a Keurig 
box, which is $8 to $10 for 12 servings. Of the 50 facings, 37 were Keurig, eight were Wide Awake and five were other 
competitors. 

Current Sales 
 “Green Mountain would be wise to partner with as many competitors as possible because their sales are rising as 

they expand their flavors and offerings.” 
 “Green Mountain’s competition is gaining ground, so I don’t know why competitors would give up what they have 

accomplished now.” 
 “Green Mountain was the original, so they will always sell. But since they lost their patent, it has become much more 

competitive. They are hanging on, though. Their sales are still strong.” 

The private labels are up about 
15% from a year ago. … Some 
of the newer ones we have that 
sell well are Peet’s and Gevalia. 
… Private labels are taking 
some business from Green 
Mountain. We have such a 
variety of private labels at 
different prices. 

Grocery Manager, Hen House Market  
Suburbs of Kansas City, MO 
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 “Since last summer and our expansion of the single-serve area, Green Mountain sales have doubled but probably 
not as much as private-label sales.” 

 “Green Mountain dropped their prices this summer, and that has made them more competitive with the private 
labels, which have traditionally been less expensive.” 

 “Green Mountain K-Cups account for over two-thirds of our single-serve 
shelf space, but as we expand, I see more coming in from private labels 
over Green Mountain.” 

 “Two weeks ago we brought in additional Green Mountain product when we 
reset the single-serve section. We added another 12 varieties and facings 
from what we had. We went from 37 to 49 Green Mountain facings.” 

 “We also increased our K-Cup shelf space from six to eight shelves, and we 
moved it as well. It was near the end of the aisle, and we moved it toward 
the middle so we could build up. It is now four feet wide with eight shelves. 

 “Now, we have 69 facings of K-Cup, and a month ago or so we had around 
48.” 

 “I hear Starbucks is coming soon. We have not carried those K-Cups 
before.” 

 “When Starbucks single-serve arrives, we will not take anything away—
rather expand again as all varieties and brands of single-serve we carry 
sell.” 

 “Eight O’Clock K-Cups are popular. We have more of them in than we did 
last summer.” 

 “Overall, K-Cup sales are up at least 100% since last summer. It is a hot segment now.” 
Private-Label Competition 
 “Compared to a year ago, with our expansion of private-label K-Cups, sales have more than doubled.” 
 “With our recent reset in September, our non-Green Mountain product went from 14 to 20 facings.” 
 “With competitors like Maxwell House introducing more K-Cup varieties, they are taking more shelf space and cutting 

into Green Mountain sales slowly but surely.” 
 “Private label and competitors account for about one-third of our single-

serve shelf space.” 
 “The Wide Awake private label sells as well as Green Mountain offerings.” 
 “In the last few months, we added more Wide Awake single-serve. There 

were five of our private-label facings, and now we have eight.” 
 “[Kraft’s] Yuban does pretty well. We got it in with the Maxwell House as it is 

one of their labels.” 
 

Reporter Observations: Shelf space for single-serve equals that of the Wal-Mart 
visited by Blueshift. Wide Awake K-Cups took up the entire bottom shelf, up from 
five facings in June to eight. Piggly Wiggly’s private label, normally priced at 
$5.75, was on sale for $4.98. Gevalia was added after our August report. More 
Green Mountain flavors also had been added to the section. 

 
 

3. Hy-Vee manager in a suburb of Kansas City, MO 

K-Cup sales are up 30% from a year ago; private labels up about that much but harder to compare as the supply of 
private labels was much smaller a year ago. Shelf space for single-cup coffee is triple what it was a year ago. Sales 
should keep growing at the current rate. A store-brand coffee is the most popular private label because it is roughly $2 
cheaper. 

Current Sales 
 “Sales of Green Mountain K-Cups are up about 30% in the past year. The Green Mountain brand is our biggest seller 

among K-Cups. The diehards who started out drinking that still are loyal to it.” 

With competitors like Maxwell 
House introducing more K-Cup 
varieties, they are taking more 
shelf space and cutting into 
Green Mountain sales slowly 
but surely. 

Assistant Grocery Manager  
Piggly Wiggly, Milwaukee 

Green Mountain’s competition 
is gaining ground, so I don’t 
know why competitors would 
give up what they have 
accomplished now. … Since 
last summer and our expansion 
of the single-serve area, Green 
Mountain sales have doubled 
but probably not as much as 
private-label sales. 

Assistant Grocery Manager  
Piggly Wiggly, Milwaukee 
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 “I expect the sales to keep growing by 30% over the next year along with the demand. We have 12 feet of the single 
serve coffee now, compared to eight feet six months ago and only four feet six months before that.” 

 “K-Cup inventory is fine. We have many varieties to choose from.” 
 “K-Cups are about 60% of the shelf space.” 
 “There are not a lot of discounts on K-Cups, but next week Green Mountain 

is going on sale for $5.99 for the 12-pack. That is $2 off and should be a 
big draw.” 

 “Green Mountain is the only label we have that offers half-caffeinated 
coffee. That sells well.” 

Private-Label Competition 
 “Private-label sales are probably up 30% in the last six months to a year, 

but it is hard to compare percentages to last year because we had only a 
few private labels a year ago. We just keep getting more and more all the 
time.” 

 “Inventory is keeping pace.” 
 “Private labels get about 40% of the shelf space now. Our house brand, Hy-

Vee, is the biggest seller and gets the most shelf space. It’s $5.49 a 12-
pack, which is $2 to $2.50 cheaper than a lot of the other labels such as 
Green Mountain. We are really pushing the Hy-Vee label. I set up an endcap 
for it this week.” 

 “Private labels are selling more but really have not cut into the sales of the 
K-Cups, especially Green Mountain. Green Mountain’s brand beats sales of our Hy-Vee. People are just buying more 
of this coffee overall, meaning that more sales of the private labels doesn’t necessarily take away from Green 
Mountain.” 

 
Reporter Observations: Seven shelves, two stacks high, held mostly 12-cup packs. Green Mountain had the most 
varieties on the shelves, at 15. The Hy-Vee house brand had eight varieties. We noted 38 private-label varieties, with the 
Hy-Vee brand being trailed by Maxwell House (6), Wide Awake and Gevalia (5 each). The only customer buying was a 
woman about 30 years old and with a child. She went straight for the half-caffeine Green Mountain variety. An endcap 
held eight varieties of Hy-Vee cups. 

 
 

4. Sales floor team member at a Target store in New York City; repeat store 

Despite a rapidly growing selection and more prominent shelf space, private-label K-Cups have yet to take a big dent out 
of Green Mountain-licensed K-Cup sales. Customers are trying new private-label brands but then switching back to their 
preferred Green Mountain brands. Sales of Green Mountain K-Cups are up 5% to 10% year to year and likely will rise by 
the same rate in 2014. Sales of new private-label K-Cups have been a mixed bag: They are up 5% to 10% for Maxwell 
House but flat for Gevalia and Target Corp.’s (TGT) Archer Farms. The store’s latest private-label offering, Peet’s, was 
prominently displayed but has not been a hot seller so far. Inventory levels are adequate for Green Mountain and private-
label K-Cups. There have been no discounts, but private labels tend to be lower priced. The store’s overall selection of 
single-serve coffee has grown from 37 facings since June to 56 for Green Mountain, and from 10 facings to 19 for private 
labels. The number of shelving units is 19, up from 18, with private-label K-Cups taking up most of the added space. 

July 3 Summary: Private-label competitors have yet to make a dent in licensed K-Cup sales, but a new Target Archer 
Farms brand could pose a threat. K-Cup sales have risen 5% year to year and are expected to increase another 5% to 
10% for the rest of 2013. Kraft’s Maxwell House and Gevalia K-Cups have not sold well since their spring rollout. The jury 
is out on whether Target’s Archer Farms cups, introduced in early June, will pose a threat to K-Cups, but two unique 
flavors, Kona Blend and Crème Brule Custard, have shown some early promise. The store cut several K-Cup SKUs to 
introduce Maxwell House and Gevalia; for Archer Farms it expanded shelving without cutting SKUs. 

Current Sales 
 “Regular [Green Mountain-licensed] K-Cup sales are up 5% to 10% compared to this time last year.” 
 “I assume we’ll see at least 5% to 10% growth for [Green Mountain] K-Cup sales over the next 12 months.” 

Private labels are selling more 
but really have not cut into the 
sales of the K-Cups, especially 
Green Mountain. Green 
Mountain’s brand beats sales 
of our Hy-Vee. People are just 
buying more of this coffee 
overall, meaning that more 
sales of the private labels 
doesn’t necessarily take away 
from Green Mountain. 

Hy-Vee Manager  
Suburb of Kansas City, MO 
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 “I don’t think private labels are affecting regular K-Cup sales too much.” 
 “As far as I can tell, we have enough inventory for regular and private-label K-Cups.” 
 “We aren’t doing any discounts on regular K-Cups or private-label ones.” 
 “Our overall selection of K-Cups has grown. We recently expanded the number of shelving units for all types of K-

Cups [Green Mountain-licensed and private label] to 19 from the 18 in early summer.” 
 “In the past few months, we have added almost 20 new Green Mountain-licensed K-Cup SKUs [increasing to 56 from 

37 in early summer], but they aren’t getting as much shelf space. We just give them fewer facings.” 
 “If you look closely, you can see most of the regular K-Cups cost a dollar or so more than the private-label K-Cups. 

And even with the ones that are priced the same, you usually get two extra cups in the private-label box.” 
Private-Label Competition 
 “A year ago I don’t think we had any private-label K-Cups. We added 

Maxwell House and Gevalia in the spring, and came out with Archer Farm in 
June. In the past couple months, we’ve also added the new Gevalia 2-Step 
K-Cups and five flavors of Peet’s K-Cups.” 

 “Overall, private-label K-Cups sales have been OK. Maxwell House seems to 
be selling the best. They’re probably up 5% to 10%. The rest are probably 
flat since they came out.” 

 “It’s still too early to tell how Peet’s K-Cups are selling. They haven’t been 
hot sellers so far.” 

 “Maxwell House will keep doing well, but I couldn’t say how the other 
private labels will do. We’ve given them good placement on the shelf, so 
Target is clearly trying to get people buying them.” 

 “There are still fewer private-label K-Cups on the shelf, but they’re definitely 
gaining ground. We had them on two or three shelving units earlier this 
year, but now we have them on four.” 

 “We have nearly doubled the number of private-label SKUs compared to a 
few months ago [increasing to 19 from 10]. Peet’s and Archer Farms are getting a lot of top-shelf facings.” 

 “I think people are trying out the private-label K-Cups when a new one comes out. But after that they’re going back to 
the Starbucks K-Cups or the popular Green Mountain ones that they like.” 

 
Reporter Observations: This busy Target store had about 75 coffee-pod SKUs stocked on shelves in the middle of the 
grocery section. The shelves in the rear had yet to be restocked at the end of a recent weekday; the brands that 
appeared to have sold the best that day included Maxwell House, Caribou, Donut Shop and Starbucks, which had two 
flavors labeled “NEW.” None of the K-Cups appeared to be discounted. A few customers walked through the section, but 
none selected K-Cups during our visit. Keurig brewers were sold on the second floor alongside coffee-pod holders, water 
filters and cartridges. 

 
 

5. Wal-Mart grocery manager near Milwaukee; repeat source 

Green Mountain’s market position continues to stay strong against private-label competitors. Private labels are fighting 
for share and are unlikely to partner with Green Mountain. This store sells 75 Green Mountain boxes weekly; 48 of the 64 
single-serve facings are Green Mountain product, down from 53 of 62 in June. 
Inventory is hard to keep stocked because of the biweekly deliveries. Sixteen of 
the 64 facings are private-label, and two of the 16 are store-brand, which 
customers purchase more often than Green Mountain boxes. Cameron’s was 
recently dropped because of lackluster sales. 

July 3 Summary: This big-box retailer stocks mostly Keurig K-Cups, which the 
source said continues to dominate the market. Sales are brisk, and the section 
is “wiped out” each weekend. Out of 62 single-serve facings, 53 are Keurig 
products. The store’s two top sellers are a Green Mountain Breakfast Blend and 
Donut Shop. This year she doubled the facings and now sells 40 to 50 boxes of 
each monthly. The store brand sells 30 boxes monthly. Prices remain 

Overall, private-label K-Cups 
sales have been OK. Maxwell 
House seems to be selling the 
best. They’re probably up 5% to 
10%. The rest are probably flat 
since they came out. … It’s still 
too early to tell how Peet’s K-
Cups are selling. They haven’t 
been hot sellers so far. 

Sales Floor Team Member 
Target Store, New York City 

Green Mountain sales are 
great. We sell a lot more of 
them than we do the private 
labels, but we do carry a lot 
more Green Mountain product 
too. 

Wal-Mart Grocery Manager  
Milwaukee 
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significantly higher for K-Cups. Since the store was rebuilt last summer, shelf space for single-serve has more than 
tripled. 

Current Sales 
 “Green Mountain sales are great. We sell a lot more of them than we do the private labels, but we do carry a lot more 

Green Mountain product too.” 
 “Compared to this time last year, we sell more K-Cups, but we have only been at this store a year and the single-

serve section is way larger than our old store’s area.” 
 “We sell approximately 50 to 75 boxes of Green Mountain K-Cups weekly.” 
 “Forty-eight of our 64 facings are Green Mountain product. That is actually down five facings from June when we had 

53 Green Mountain facings out of 62 total.” 
 “We only get orders in twice a week. Often times I am out of certain Green Mountain boxes for a few days or a few 

weeks. With some flavors, they only send me three at a time when I could be selling more.” 
 “Now, we are out of four of our Green Mountain facings, but hopefully we will get refills tomorrow.” 
 “Corporate just had me reset the single-serve section to one rack over to the right. I don’t know why as the 

dimensions are the same. It was between canister coffee and bagged coffee, and now it is between bagged coffee 
and the instant creamer section.” 

 “With the recent reset, the single-serve aisle did not expand. We just added some new products and pulled double 
facings of popular flavors so that we could fit more products in and have more facings overall.” 

 “The Kahlua and the Folgers Black Silk are popular. I order those every week and can’t keep them in.” 
 “Green Mountain’s Black Magic also does very well. We were sold out for a few weeks and just got it back in.” 
 “We just got in the Eight O’Clock Dark Italian Roast and we sold six boxes the first week, which is a lot, and it 

continues to sell well.” 
 “Our newest K-Cups are Starbucks Caramel, Gloria Jean’s Hazelnut and Van 

Houtte Creme Brulee.” 
Private-Label Competition 
 “Private labels are happy to compete with Green Mountain, but they have 

quite a ways to go to catch up to their market share. Private labels like 
Maxwell House do sell as well as Green Mountain product, but there is no 
way for them to catch up with the varieties and flavors Green Mountain has 
partnered with like Starbucks and [Dunkin Brands Groups Inc.’s/DNKN] 
Dunkin Donuts.” 

 “Sixteen of our 64 facings are private, and of those 16, two are our store 
brand and 14 are competitors.” 

 “Both flavors of our store brand sell anywhere between five to 10 boxes per 
week.” 

 “Our store-brand sales per week are stronger compared to most any other 
brand out there. Customers think because the box is cheaper, that they are 
getting a better value.” 

 “Our store brand is $6.98 a box, but there are only 12 per box and the per-
ounce price is $1.53.” 

 “With a Green Mountain box, it may be $10.98 but you get 18 K-Cups and 
the per-ounce price is not that much higher. And in some cases, it is the same as the store brand’s per-ounce price.” 

 “We carry four varieties of Maxwell House now. Two flavors, French Roast and House Blend, sell as many as 
Starbucks per week.” 

 “Two of our private-label facings are out of stock now.” 
 “With the recent reset, we dropped Green Mountain competitor Cameron’s. It was not selling.” 
 “Gevalia is a newer competitor as of late, and we have two flavors. We sold three the first week this month but none 

after that.” 
 

Reporter Observations: The amount of shelf space for single serve has not changed since our June visit, but some of the 
product has. We noted eight shelves and eight facings. Starbucks had seven varieties, and Green Mountain and Folgers 
had nine. Maxwell House and Sturm Foods’ Grove Square had the most flavors among the private labels, with four and 
three respectively. 

Private labels are happy to 
compete with Green Mountain, 
but they have quite a ways to 
go to catch up to their market 
share. Private labels like 
Maxwell House do sell as well 
as Green Mountain product, 
but there is no way for them to 
catch up with the varieties and 
flavors Green Mountain has 
partnered with like Starbucks 
and Dunkin Donuts. 

Wal-Mart Grocery Manager  
Milwaukee 
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6. Grocery department manager for a Wal-Mart near Atlanta 

Green Mountain sales are flat. Private-label K-Cups are slowly taking about 5% sales from Green Mountain, though the 
source has not noticed a significant shift in consumer buying trends or habits during the past year. Customers enjoy the 
private-label option and are not switching back to Green Mountain K-Cups. Both Green Mountain and private-label K-
Cups are visible to shoppers and occupy roughly the same amount of shelf space in the grocery department. 

Current Sales 
 “Sales are close to the same as they were compared to a year ago.” 
 “As long as we keep them visible, we will continue to sell well. I’d say over 

the next 12 months we’ll see growth of about 10% to 15%.” 
 “We have good inventory and a good selection of K-Cups.” 
 “We have two eight-foot sections for Green Mountain.” 
 “The boxes will go up and down in price by $1 to $2.” 
Private-Label Competition 
 “Private label is slowly gaining on Green Mountain but only taking about 5% 

away in sales.” 
 “Customers are buying the private label and repeating purchases.” 
 “Inventory for the private label is good.” 
 “There are two eight-foot sections for the private-label K-Cups.” 
 “I don’t hear customers asking for private labels that we don’t carry.” 
 “I haven’t heard about any new coffee machines coming to the store.” 

 
Reporter Observations: This store had the following private-label brands: Gevalia, Grove Square, Maxwell House, Wal-
Mart Great Value, Peet’s, Community, Café Domingo, Peet’s Major Dickason’s Blend, and Cameron’s. Shelf space for 
Green Mountain and private label K-Cups was equal. 

 
 

7. Kroger store manager near Atlanta 

Private-label sales have increased at least 5% year to year, while Green Mountain sales have remained the same. Private 
labels are taking 2% to 3% share from Green Mountain and are claiming more shelf space. For this store, sales are driven 
by price rather than quality. 

Current Sales 
 “Green Mountain sales are the same as they were a year ago.” 
 “I expect a 5% growth in the next 12 months.” 
 “Our inventory of Green Mountain is good.” 
 “The shelf space is small—probably about two feet.” 
 “I’m not familiar with any discounting of Green Mountain.” 
Private-Label Competition 
 “I’d say private label is affecting Green Mountain sales by 2% to 3%.” 
 “Private-label sales are up 5% to 6% over last year.” 
 “Inventory for the private label is good.” 
 “The shelf space for private label is better than last year. We got rid of some poor sellers and that made more room, 

so the expansion is 10% more.” 
 “Among private-label customers, there are the same number of repeat buyers as there are those who switch back to 

Green Mountain. It’s not quality-driven, it’s price-driven.” 
 “I haven’t heard about any new coffee machines coming to the store.” 

 
Reporter Observations: This store had the following private-label brands: Kroger, Maxwell House, Gevalia, Marley, Red 
Diamond, and Simple Truth Organics. Green Mountain brands were discounted from $9.99 to $7.49. Private labels were 
discounted from $8.49 to $7.99. 

Private label is slowly gaining 
on Green Mountain but only 
taking about 5% away in sales. 
… Customers are buying the 
private label and repeating 
purchases. 

Grocery Department Manager  
Wal-Mart, Atlanta 

I’d say private label is affecting 
Green Mountain sales by 2% to 
3%. 

Kroger Store Manager, Atlanta 
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8. Evening manager at a Pathmark grocery store in New York City; repeat store 

Green Mountain will continue to dominate the K-Cup market as long as it can hold onto its licensing deals with the most 
popular coffee brands like Starbucks. Brand loyalty often trumps lower prices and discounts regularly seen on private-
label competitors. Sales of Green Mountain-licensed K-Cups will remain flat year to year but still are significantly higher 
than private-label sales, which have inched up 2% to 5% month to month since being introduced at this store in the 
spring. The source expects private-label sales to grow 2% to 5% during 2014 as customers become more familiar with 
the brands. Maxwell House is the best-selling private label because it is a household name. We noted no major changes 
in the number of SKUs or the shelf space devoted to single-serve coffee since our June visit. 

July 3 Summary: Meager K-Cup sales will decline further as this store introduces more private labels that appeal to its 
budget-conscious customers. In general, though, single-serve coffee sells poorly at this store. K-Cup sales are down 15% 
to 20% from a year ago and will fall 20% to 25% more for the rest of 2013. Private-label sales likely will be stable. The 
only way for K-Cups to remain competitive is to lower prices. K-Cups currently are priced $7.50 to $11.50, whereas 
private-label prices range from $7 to $9. The selection of private-label SKUs has grown from none in late December to 
nearly one-third of the 71 single-serve SKUs today. The number of shelving units has remained unchanged at 16. To 
make room for new private-label offerings, the store has reduced the number of facings on each shelf. 

Current Sales 
 “[Green Mountain-licensed] K-Cup sales are flat now compared to this time 

last year. I think they’ll probably stay flat for the next 12 months.” 
 “The overall sales for [Green Mountain] K-Cups are still higher than private-

label cups. [Green Mountain] has basically all of the well-known brands, like 
Starbucks, and people are incredibly brand-loyal, even if it costs them a little 
more.” 

 “The regular K-Cups are priced between $7.49 and $9.99, but a lot of 
people are willing to pay that extra dollar or two for a brand they know.” 

 “We have just enough inventory for both the regular K-Cups and the private 
labels at the moment.” 

 “In the near term, I don’t see private labels hurting regular K-Cup sales. As 
long as [Green Mountain] can keep getting the big names like Starbucks to 
sign up with them, they’ll be fine. The only thing that would really hurt them is if more of the well-known brands went 
private. There will always be more customer loyalty to the brand than to Green Mountain.” 

Private-Label Competition 
 “We weren’t selling private-label K-Cups a year ago. We started carrying them in February or March. Since then, their 

sales have gone up a little bit—maybe 2% to 5% on average.” 
 “Private labels will continue to see 2% to 5% sales growth over the next 12 months as people get more accustomed 

to seeing those brands.” 
 “The most popular among the private-label brands is Maxwell House because everybody knows that brand. Maxwell 

House is the only name brand that I’ve seen from the private labels.” 
 “The reason sales are increasing little by little for the private-label K-Cups is their lower price. We have discounts on 

more than half of the private labels but on just three or four of the regular K-Cups. We’re doing that so people will at 
least try the private labels.” 

 “The private-label K-Cups cost between $6.48 and $8.99, but all of the most expensive ones are marked down to 
$6.98.” 

 “The private labels have not taken any shelf space from the regular K-Cups in the past few months.” 
 “We currently have the same number of SKUs, for regular K-Cups and private-label cups, as we did several months 

ago.” 
 “The company decides how much shelf space the different K-Cups get. I don’t know if the private labels are going to 

take shelf space from the K-Cups yet. It’s too early to tell. I’m due for a reset in the next couple months.” 
 

Reporter Observations: This supermarket had about 65 coffee-pod SKUs stocked in the middle of the aisle. The section 
was somewhat disorganized: On a recent weekday evening, more than a dozen SKUs needed to be restocked, and a 

We have discounts on more 
than half of the private labels 
but on just three or four of the 
regular K-Cups. We’re doing 
that so people will at least try 
the private labels. 

Evening Manager  
Pathmark Grocery Store, New York City 
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haphazardly placed display box of Kellogg’s breakfast bars blocked the view of several Green Mountain products on the 
bottom shelf. No customer picked up a single-serve coffee product during our visit. 

 
 

Secondary Sources 
The following seven secondary sources discussed deals that may help Green Mountain compete against private labels, as 
well as the rise of private-label products from well-established companies. 
 
GREEN MOUNTAIN 
The following four sources highlighted Green Mountain’s deal with IMG College, Smucker expanding its K-Cup offerings with 
Green Mountain, and Green Mountain partnering with METRO food stores in Canada. 
 
 Sept. 23 Sports Business Daily article 

Green Mountain inked a deal with IMG College to gain sponsorship rights and the ability to reach the next generation of 
coffee drinkers in 25 major colleges during the first year and expanding to 29 colleges by year three. Green Mountain 
also obtained the rights to produce Keurigs in 11 school colors. 

 “IMG College has brought a new national sponsor into the college 
space by signing Keurig to a 25-school deal, marking the agency’s first 
national sale in a year.” 

 “The arrangement grants Keurig, which manufactures single-serve 
coffee and tea makers, sponsorship rights to 25 schools across the 
country during the first year of the deal, 27 schools in year two and 29 
schools in year three. The schools that are part of the deal right away 
include Texas, UCLA, Arizona, Florida, Georgia, Nebraska and 
Pittsburgh, some of the largest college properties in IMG College’s 80-
school portfolio.” 

 “Keurig also obtained licensing rights to 11 schools, which will enable 
it to produce its sleek single-serve coffee makers in the colors and 
marks of those schools. IMG’s Collegiate Licensing Co. will be the 
licensing agent.” 

 “Terms of the agreement, which took six months to negotiate, were not 
available, but industry experts said the spend for a multiyear deal of 
this magnitude would likely be in the $5 million-a-year range.” 

 “‘Reaching college students is a great way to build the brand with the 
next generation,’ said Dwight Brown, senior vice president of marketing 
at Green Mountain.” 

 “Keurig’s deal will provide signage in football stadiums and basketball 
arenas, advertising, and more than 50 sampling opportunities at big 
events on these campuses.” 

 “The company also intends to use the sponsorships to help the Keurig brand grow beyond its Northeast roots. 
Keurig will use the Texas deal as a platform to reach the Dallas market. The same for UCLA in Los Angeles. 
Keurig will maintain a strong presence in the Northeast, with Rutgers, a new IMG College property, St. John’s 
and Delaware.” 

 “‘The real hook here is that they want to teach the next generation of coffee consumers to drink one cup at a 
time, not by the pot,’ said Andrew Judelson, IMG College’s senior vice president of national sales and the point 
person for the negotiations.” 

 
 Sept. 4 Food Business News article 

As the single-serve coffee market continues to expand, J.M. Smucker will increase its selection of K-Cups by two new 
flavors in order to strengthen its relationship with Green Mountain. K-Cup sales now represent 12% of Smucker’s U.S. 
coffee sales, and are expected to grow by 15% this year for the company. 

The arrangement grants 
Keurig, which manufactures 
single-serve coffee and tea 
makers, sponsorship rights to 
25 schools across the country 
during the first year of the deal, 
27 schools in year two and 29 
schools in year three. The 
schools that are part of the 
deal right away include Texas, 
UCLA, Arizona, Florida, Georgia, 
Nebraska and Pittsburgh, some 
of the largest college properties 
in IMG College’s 80-school 
portfolio. 

Sports Business Daily Article 
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 “The J.M. Smucker Co. will increase focus and resources to a few key areas over the next several years: 
expanding in single-serve coffee, accelerating growth of the Smucker’s and Jif brands, and building up the 
company’s presence in frozen handheld.” 

 “In single-serve coffee, Smucker has centered on the fast-growing K-Cup category, which now represents about 
26% of the $8 billion at-home coffee category, up from about 6% as recently as 2011. [Smucker President and 
COO Vince] Byrd said Smucker has strengthened its relationship with Green Mountain Coffee Roasters since 
becoming the company’s first nationally branded partner back in 2010.” 

 “‘In three years, K-Cups have grown to represent 12% of our U.S. retail coffee sales, and we have contributed to 
the success in growing the overall Keurig system,’ he said. ‘In 2013, K-Cups added nearly $290 million to our 
top line, accounting for roughly half of the total company new product sales. While growth rates are moderating, 
given the increased competition in the segment, we anticipate our K-Cup sales to grow approximately 15% this 
fiscal year and remain pleased with our positioning.’” 

 “Mr. Byrd said expanding the product line has supported growth in single-serve coffee. With the recent 
introduction of two new varieties, Smucker now markets 12 K-Cups in the United States and 8 in Canada.” 

 
 Sept. 18 Daily Finance article 

To capture a portion of Canada’s 66% growth in K-Cup sales in the past year, Green Mountain is partnering with METRO 
to expand the range of K-Cup brands. Three new flavors will be sold in all METRO food stores in Quebec and Ontario. 

 “Green Mountain Coffee Roasters, Inc., a leader in specialty coffee and coffeemakers with its innovative 
Keurig® brewing technology, announced that it will be the exclusive producer of METRO’s Irresistibles brand K-
Cup® packs for Keurig® Single Cup Brewers bringing together the great popularity and excellent value of 
METRO’s Irresistibles brand, and the exceptional quality and convenience of the Keurig® Single Cup Brewing 
System.” 

 “Le Cafe Colombian Blend, a medium roast coffee which offers a balanced, fruity and light taste.” 
 “With a 66% growth in the last 52 weeks, single serve coffee pods are among the product categories 

experiencing the largest increases in terms of annual sales in the Canadian food industry.” 
 “GMCR has created three exclusive blends for METRO made from 100% Arabica coffee.” 
 “The exclusive METRO Irresistibles K-Cup® pack varieties, to be produced by GMCR Canada in Montreal’s Saint-

Michel neighborhood, will be available in 12-count boxes over the next few days in the entire METRO food store 
network in Quebec and Ontario, including the Metro, Metro Plus, Super C and Food Basics banners. They will be 
certified Aliments préparés au Québec, and will be easy to find on the Metro and Super C shelves thanks to the 
blue label with the distinctive blue and yellow logo.” 
 

 Oct. 15 Value Walk article 
David Einhorn resurrected concerns over Green Mountain’s distribution of K-Cups and brewers, and its accounting 
department, because of the inconsistency of reported brewer and K-Cup sales compared with data from tracking firm IRI. 

 “David Einhorn devotes most of the letter to his discussion of Chipotle Mexican Grill, Inc. and Green Mountain 
Coffee Roasters Inc. and why he thinks that both companies are good shorts.” 

 “He mentions in the hedge fund letter that he has added to the GMCR short as the price of the stock rose.” 
 “The evening before the invitation-only event on September 10, the New York Times reported that there was a 

large discrepancy between the number of K-Cups the company says it has sold and the numbers implied using 
data from the tracking firm IRI.” 

 “For years there have been questions about misconduct within Green Mountain Coffee Roasters Inc. distribution 
and accounting departments. This new information raised the possibility that this activity is continuing, with 
GMCR potentially booking hundreds of millions of dollars of non-existent K-Cup sales.” 

 “We watched the company’s live investor day webcast, waiting to see how Mr. Kelley would field any inquiries on 
the matter. Despite a lengthy Q&A session, the questions never came. We later heard that Mr. Kelley was asked 
about it during a break and essentially told investors that for the New York Times to be right, then you’d have to 
believe that he was in on it.” 

 Page 5: “On the one hand, GMCR reports to have sold 30 million brewers into the at-home market. On the other 
hand, the company claims that the installed base is only 16 million brewers. According to the company, 26%-
32% of all brewers ever sold are not in home use. Mr. Kelley said many were ‘gifted to someone else.’ 
Insinuating that Keurig brewers are gifts that remain unopened is certainly a unique marketing strategy as the 
holiday season approaches, but it reinforces the small-installed-base narrative which in turn supports the bull 
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story in two ways: (1) it implies that the market is not saturated; and (2) it counters analysis that would 
otherwise indicate that the attachment rate (estimated daily K-Cup consumption per brewer) is falling. Setting 
aside the implausibility that so many brewers are purchased and not used (our work suggests that many were 
never sold in the first place), if millions of machines are sitting in people’s closets (who are unlikely to be future 
customers), the market is far more saturated than the company would like everyone to believe.” 

 Page 5/6: “In 2011, GMCR management claimed that it couldn’t meet K-Cup demand due to inadequate 
manufacturing capacity. At the investor day, management stated that it is using only 31% of its capacity in 2013 
and used only 29% in 2012. We can’t reconcile the company’s prior claims that it had a capacity shortage in 
2011 and then had so much surplus capacity in 2012. Between 2011 and 2013, gross margins expanded from 
38% to42%. How can a manufacturer go from operating at full capacity to only a small fraction of capacity 
without underutilization negatively impacting margins? Moreover, 31%utilization implies that GMCR has enough 
capacity to meet its growth plans through the balance of the decade. Given this, it is hard to see why 
management plans to add even more. Though GMCR has reduced its capital spending this year, it still spends 
almost twice as much as other packaged goods companies, and indicated that next year capital spending ‘might 
tick up a little bit’ more than sales.” 

 
 
PRIVATE LABEL 
The following three sources centered on Green Mountain’s new competition from Whole Foods Market Inc. (WFM) and Tim 
Hortons Inc. (TSE:THI/THI), which are entering the K-Cup market with their own private labels. Also discussed were the 
positive reviews for Maxwell House’s private-label K-Cups. 
 
 Oct. 10 Bloomberg article 

Whole Foods Market entered the K-Cup market last month with organic private-label K-Cups, increasing the already stiff 
private-label competition brought on by Safeway, Kroger and many other brands. User comments show that taste is 
everything and the $1 or $2 savings from purchasing a private-label K-Cup does not give it a competitive edge. 

 “Whole Foods Market Inc. started selling organic private-label coffee pods that fit into Green Mountain Coffee 
Roasters Inc. Keurig machines, providing more competition for the single-serve coffee company’s K-Cups.” 

 “A 12-pack of 365 Everyday Value brand K-Cups is $8.99 at U.S. Whole Foods stores, and there are five 
varieties, Emily Wright, a spokeswoman for the Austin, Texas-based company, said in an e-mail. Whole Foods, 
the largest natural-goods grocer in the U.S., has no relationship with Green Mountain, she said. A 24-pack of 
Green Mountain brand French Roast K-Cups sells for $16.49 on its website.” 

 “Competition for Green Mountain’s K-Cups has been increasing as grocers including Safeway Inc. and Kroger 
Co. introduce private-label brands of single-serve pods to be used in the company’s Keurig brewers.” 

 “Sales growth of Green Mountain-owned K-Cup brands slowed to 5.1 percent in the four-week period ended 
Sept. 28, compared with 13 percent growth in August, Chappell said, citing Nielsen data. The trend is 
“concerning,” he said.” 

 “Whole Foods started selling the single-serve cups last month.” 
 Oct. 11 comment: “‘Kroger in Fort Worth Selling GMCR k-Cups @$ 7.99 12pk,Starbucks k-cups @ $ 8.99 10pk , 

and Kroger K-Cups @ $6.99 12 pkg. The choice is coffee quality. Some folks will drink anything.’” 
 Oct. 12 comment: “‘Private label is generally associated with cheaper. I love Whole Foods. Don’t get me wrong, 

but if their coffee is the same, or similarly priced as compared to the vast majority of GMCR’s brands and 
licensees, what’s going to be the appeal unless Whole Foods is superior coffee.’” 

 
 Aug. 9 Consumerist article 

Canada’s coffee giant Tim Hortons will add to K-Cup competition in Canada and parts of the United States by offering 
single-serve coffee packets that are compatible with Kraft’s Tassimo coffee makers and K-Cups that are compatible with 
Keurig machines. 

 “Tim Hortons is brewing up a scheme to boost its sales and up the amount of its coffee you’re able to guzzle on 
a daily basis. The Canadian company has hooked up with Kraft’s Tassimo single-cup coffee makers and will be 
offering pods (known as T-discs) of its coffee for consumption at your leisure.” 
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 “The machines and coffee will be sold in physical Tim Hortons restaurants as well as online. As they call it up 
there in Canada, Tims will be up against stiff competition, notes Reuters, as Green Mountain Coffee and Keurig 
machines dominate the market and pack a powerful caffeinated punch in the United States.” 

 “The company seems content with its partnership with Tassimo, however, noting that it’s a fast-growing brand in 
North America, with more than 950,000 brewers sold in Canada.” 

 “It currently claims 8 out of every 10 cups of coffee sold in Canada.” 
 
 Oct. 7 Hip 2 Save blog entry 

Most user comments showed support for the taste of Maxwell House K-Cups and its two new flavors, stating that they are 
bold enough for dark coffee drinkers and yet sweet enough for those with a lighter palate. 

 “Calling all you CVS shoppers! If you’re looking for a great deal on K-Cups, here’s one for ya! First, be sure to 
head on over to Coupons.com and print the $1/1 Maxwell House Single Serve Coffee coupon that’s still 
available.” 

 Oct. 7 comment: “‘They taste terrible or rather have no taste and I would compare them to dishwater!’” 
 Oct. 7 comment: “‘I like them for frapps, since I find they brew strong. I’ve never tasted dishwater, so I wouldn’t 

compare it to that.’” 
 Oct. 7 comment: “‘I like these ones the best. I just picked some up yesterday, and saw they had 2 new flavors! 

One I think was vanilla or caramel something, but I got the Mocha and I LOVE IT!’” 
 Oct. 7 comment: “‘Mocha taste good to me, and caramel is just a little too sweet.’” 
 Oct. 7 comment: “‘My husband is a bold dark coffee drinker and he is ok with them.’” 

 
 
 

Additional research by Scott Martin, Renee Euchner, Colin Gustafson, Kevin Murphy, Cindy Elsberry and Tina Strasser 
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