
 

                     
 

 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 

Practical Community in Business Model  

NESPRESSO CASE 
Prof. Fabian Salum |2017 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

September / 2017 

Dalini Ferraz prepared this case under supervision of Professor Fabian Salum, both from Fundação Dom Cabral. It is intended 
to be used as basis for discussion in classroom, rather than to illustrate the effective or ineffective handling of any particular 
administrative situation.  

Additional material related to the case studies of Practical Community in Business Model may be obtained at 
practicalbusinessmodel.com 

Copyright © 2017 Practical Community in Business Model 

https://www.facebook.com/FundacaoDomCabral/?fref=nf
https://www.linkedin.com/company/fundacao-dom-cabral?trk=cws-ci2-coname-0-0
https://twitter.com/DomCabral?ref_src=twsrc^tfw
https://www.youtube.com/user/FDCIdeas
http://www.practicalbusinessmodel.com/


 
 

 

 
Prof. Fabian Salum 

Material under the professor’s responsibility  | 2 | 

 

                                                                                                        Nespresso 

 

“Coffee is at the heart of all we do. Yet consumer pleasure is why we do it.” 

Excerpt from the site nestle-nespresso.com. 

 

Nespresso’s history began in the 1970s with the contribution made by a Nestlé newly-employed 

engineer called Eric Favre. The employee talked to the Sales and Marketing departments and 

accessed the company’s R&D data in different fields. He was aware of more individual consumer 

trends on the demand side, and also of Nestlé’s interest in continuing to sell foodstuffs, among 

which coffee.  

The son of an inventor who lived off the income from his agricultural patents, Favre was driven 

to seek creations with market applications. At that time, he was interested in investigating how 

the best coffees in the world were made. By observing the handling of espresso machines by 

Italian bartenders and, especially, by Eugenio, owner of the Sant’Eustachio coffee shop, Favre 

have got the insight for his invention.  

Favre noticed that Eugenio activated the machine piston more times than his competitors; the 

bartender could thus introduce more air in the mixture and pressure while extracting the coffee. 

The flavor and aroma of Eugenio’s espresso delighted Favre, and also a multitude of customers. 

Until that time, many innovations had already been introduced in the best coffees preparation 

process: 

1900 – Luigi Bezzera introduced steam under pressure in his coffee maker, accelerating the 

percolation process and achieving an unexpected result for a stronger coffee. Espresso coffee 

was thus invented, whose patent was acquired in 1905 by Desidero Pavoni, who began marketing 

the product. 

1938 – Cremonese created the piston pump to decrease the burnt flavor. 

1945 - Achille Gagglia invented the spring system in the piston. 

1961 - Società Faema created the electric pump, the base for domestic coffee machines in their 

different models since then. 
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From the preceding innovations, what Favre did was to create a system that could produce, in a 

few seconds, an effect similar to that of Eugenio, combining the concepts of household coffee 

makers and professional espresso machines. 

 

 

 

 

 
 

 
 
 

The first Nespresso system machine, introduced in 1976. 
Source: www.novascientia.net, accessed in Sept/2017. 

 

The new espresso coffee machine was loaded with ground coffee capsules in specific portions, 

which were offered in over 900 flavors. A hermetically-closed aluminum capsule was inserted 

into the electric machine, containing five grams of a powder made from a selected coffees blend. 

In 1976, the first process patent was registered by the Nestlé group development center. In the 

same year, the product was introduced in the Swiss market, without much success. 

There was no change in the technological paradigm and the innovation did not impact the 

dynamics of the main companies controlling the industry, either. The major coffee roasters, 

coffee buyers and retail sellers would be the same: Nestlé, Modelez, De Master Blends, 

Smucker´s, Starbucks, Lavazza and Kreug Green Mountain to name a few. 

In 1986, the Nespresso company was incorporated in the Swiss town of Vevey. In a partnership 

with the manufacturer Turmix, they began selling the revolutionary espresso coffee preparation 

system to offices over Switzerland, Italy and Japan. Two machine models and four coffee flavors 

were initially offered. 

Jean-Paul Gaillard, then company CEO, introduced in the same year the concept of the Nespresso 

Club, and the product was even more successful. The club idea was to gather all Nespresso 

consumers in a group that adds concepts of uniqueness and luxury to coffee consumption. 

Nespresso consumers register at the company site and can order coffee 24/7, accessing 

convenient delivery services. In addition, they can learn coffee secrets and tasting, benefit from 

consulting services provides by coffee experts, besides being invited to exclusive events at coffee 

boutiques. 

Order can be placed online at the company site or through applications. There is still the 

possibility of buying by phone (0800) and at the coffee boutiques. 

According to Nit Wegrzyn, CEO of the design agency Brand Opus, the Nespresso Club offers 

customer a feeling of social belonging to a sophisticated, luxurious lifestyle. Club members have 

http://www.novascientia.net/
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access, for example, to the Lifestyle Magazine, a publication that helps materialize the exclusivity 

concepts to the brand. 

 
 
 
 
 
 
 
 
 
 
 
 
 

Cover of Nespresso Magazine French edition in 2007. 

Source: Google image, accessed in Sept/2017. 

 

Nespresso is considered “the Apple of coffee machines”. According to branding specialist Stuart 

Brown, from Brown Communications, this comparison is reminiscent of the Nespresso concept 

store on Regent Street, London. Attendants are dressed in elegant suits and a large screen shows 

slow motion images of coffee beans during the production process. The store area dedicated to 

the club has a VIP ambiance, as the exclusive lounges of the best airports, materializing the 

concept as proposed by the company for the brand. 

Between 1995 and 1999, the company increased its investments and reached the financial break 

even point. Each year, Nespresso introduced new machines that were offered both in the B2B 

and B2C markets. The variety of flavors continued to grow and, together with it, club 

membership. At this same period, the online sales platform was launched. 

The period between 2000 and 2005 saw the company’s geographic growth, and market by a 

concern with improving coffee machine design and features, and by the launch of new flavors.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

TIMELINE OF NESPRESSO’s COFFEE MACHINES LAUNCH 
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Source: Excerpted from the document “The Nespresso History: from a simple idea to a unique brand experience”. Nestlé Nespresso S.A., 

Corporate Communications, May 2016. Accessed in September 2017, at www.nestle-nespresso.com.  

 

On the same period, the first Nespresso boutique was inaugurated, aiming at taking the brand 

experience to consumers. At the same time construction of a new coffee capsule production 

center began in Orbe, Switzerland. The new center grew the capsule production capacity by 400% 

to meet the high demand and anticipate growth of online orders, which was 94% that year. 

In 2005, the launch of the Nespresso Essenza coffee machine helped established the brand’s 

position as the European segment leader, with 700,000 units sold. Currently, more than 19 

different machine models are sold in the market. 

In the period between 2006 and 2012, in addition to maintaining their focus on the continuous 

improvement of coffee and machine quality, Nespresso began sponsoring prestige events, 

launched the first brand ambassador concept and grows the boutique network, strengthening its 

reputation. In 2006, the Swiss brand hired, at a request by club members, actor George Clooney 

to star a 50-second commercial called “The Boutique”, to be shown in theaters and TV networks 

of all Europe. The actor became, since then, a brand ambassador. 
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Nespresso ad starring George Clooney. 

Source: www.nestle-nespresso.com, accessed in Sept/2017. 

 

In the same year, the company brought the luxury concept to Brazil by inaugurating a Boutique 

Bar in Jardins, a high-end neighborhood in the city of São Paulo. In 2007, the company 

inaugurated, as a symbol of its global growth, an enormous flagship store on the Champs Élysées, 

in Paris, with an international star-studded party with guests as American actress Sharon Stone.  

In this same period, the company pledged to reduce the impacts of its operations, mainly as 

concerns the difficulties of recycling aluminum capsules. Several collection points were 

established in large cities such that the company could take charge of recycling. However, the 

collection processes is still criticized.  

Another company initiative towards sustainability was the AAA Sustainable Quality Program 

launch. This program involves 70,000 participant growers, and aims at ensuring coffee 

production quality and environmental and social sustainability. It establishes long-term 

partnerships with coffee growers and offers capacity-building in management and finance, 

productivity and production quality improvements, in addition to cost reductions. Farms are 

classified according to a scale that unveils the current stage of quality (Low Performing, Basic, 

Emerging, High Performing); from then, coffee farmers are oriented to adopt the identified 

improvement procedures. 

From 2013, the company began to increase its investments in milk application to coffee 

machines. There was also acceleration in the growth of the North American region with the 

introduction of Vertuonline, a coffee machine that seeks to serve the consumer profiles of the 

United States and Canada, who prefer larger portions of the beverage. Besides, the brand 

strengthened its ties with sommeliers the world over, establishing its space in haute cuisine.  

Nespresso’s coffee machines are to be found in the kitchens of 30% of the 2,400 restaurants 

listed in the Michelin guide. The appeal is quite clear: the coffee’s quality standard. Besides, using 

the Nespresso machines is a less expensive alternative to the restaurant than hiring a bartender. 

Another advantage is the Nespresso machine’s small footprint compared to other traditional 

espresso coffee machines. 

A few years back, the brand began growing its style upon other product categories by launching 

a line of special chocolates to go together with the coffees. Another novelty is the “La Route des 

Cafés” line, with five scented candles basing on coffee aromas, developed by the expert Olivia 

Giacobetti, who sought inspiration in Mediterranean fragrances.  

 

http://www.nestle-nespresso.com/
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The company also innovated by introducing the Nespresso Cube, a new automatic vending 

concept. Initially introduced in Spain, France and Portugal, it consists in an enormous cube-

shaped automatic machine capable of storing 25,000 capsules. The machine can process any 

order, among 10 different varieties, in just 20 seconds. With this offer, Nespresso Club members 

can buy the capsules of their choices quicker and more practically. 

 

 

 

 

 

 

 

 

 
Nespresso Cube, a coffee vending machine. 

Source: humbigomagazine.com, accessed in Sept/2017. 

 

The company, present in 64 countries around the world in 2017, has 450 boutiques in 58 

countries. Its headcount is in excess of 12,000 employees and it has three production centers in 

Switzerland. 

SOME COMPANY FIGURES: 

 
Brand 
- 50% of new club members try out the Nespresso coffee 

for the first time via family or friends 
 - Over 5 million fans on Facebook 
 - 340,000 consumers visit the online boutique every day 

 
Coffee 
 - Only between 1% and 2% of the coffee grown in the 

world meets Nespresso’s quality requirements 
 - The company today offers 23 flavors for domestic 

consumption, 11 flavors for consumption in commercial 
establishments, 14 flavors available at Vertuonline and 
several limited flavor editions per year 

 - 80% of the coffee made by the company is supplied by 
coffee farmers who belong to the AAA Sustainable 
Quality Program. 

 
Machines 
 - Company owns Research & Development area 
 - Over 60 machine models 
 - Machines are made by up to 8 partners over the world 

 
Services 
 - Over 30 types of services offered to consumers, from 

product delivery to machine maintenance and recycling 
services 
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 - More than 6,600 consumers being served by Nespresso 
coffee specialists 

 - Online boutique available 24/7 
 - Coffee expert call center available 24/7 
 - Maximum delivery deadline is 48 hours. Some countries 

offer 24-hour delivery or on the same day order is 
placed. In 2015, 99% of deliveries were made on time. 

Source: www.nespresso.com, accessed in Sept/2017. 

 

For the future, the bet continues to be the premium segment, however differently this time. In 

September 2017 the company announced the acquisition of the American network Blue Bottle 

Coffee that will mark the company’s entry into the “ready-to-drink” segment, and promised to 

consolidate its presence in a market that grows at two-digit rates, defines its own prices and 

boasts greater profitability. 

According to the Financial Times, Blue Bottle Coffee evaluated at $700 million and Nestlé 

acquired 68% of the company. The founder and executives will hold the remainder. 

A kind of coffee temple, the Blue Bottle was founded in 2002 in Oakland, California. From start, 

the brand positioned itself as the anti-Starbucks. Folklore has it that Freeman founded the startup 

because he was sick and tired of the 'grande eggnog latte and the double skim pumpkin-pie 

macchiato', two of such flashy and loud Starbucks combinations that affronts purists morally. 

With a minimalist décor, the network serves a broad variety of coffees prepared with the most 

diverse techniques. To keep its freshness, the beans are never served after 48 hours following 

the roast. Of the flagships is the cold brew coffee’, extracted with cold water in a process that 

may take in excess of 18 hours. 

The company also has an online subscription service for ground coffees – certainly one of Nestlé’s 

major bets. The least expensive 350 gram package costs $17, and some varieties may cost $40. 

Above all, Blue Bottle is hipster. With a strong presence in San Francisco, the coffee shop is visited 

by technology entrepreneurs who, besides drinking the coffee also invested in the business. In 

two capital-raising rounds, Blue Bottle raised in excess of $100 million with funds like Fidelity and 

Google’s venture capital arm, besides Instagram’s Kevin Systrom and Twitter’s former CEO Ev 

Williams. 

Blue Bottle will almost double their number of units this year, from 29 to 55 – 49 in the United 

States and six in Japan. Without mentioning figures, the company founder told the New York 

Times that sales will grow by 70% this year. 
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