MARKETING RESEARCH PROJECT

TIM HORTONS’ HOT SMOOTHEE
Prepared By

ZEYNEP PAKIREL

HAKAN ARSU

TURGUT TEZIR

KITTICHAI THITAPANICH

Prepared To

Prof. Janet Haist

April 2006

TABLE OF CONTENT
3EXECUTIVE SUMMARY


31. MARKET AND COMPANY BACKGROUND


52. PROBLEM TO BE SOLVED


53. OUTLINE OF THE PROJECT


64. CONDUCTING FOCUS GROUP AND FINDINGS


95. ANALYZE THE INFORMATION


126. RECOMMENDATIONS




EXECUTIVE SUMMARY

Tim Hortons, which is the largest coffee-chain of Canada, launched a new product in October 2005: Hot Smoothee. It was a good idea for the cold winter. However, when it comes to analyze sales results, it wasn’t successful as expected. 

Our main research objective is to provide all the relevant information about sales of Hot Smoothee and obtain specific data about the dissatisfaction and analyze them by interviewing with focus groups.

We chose to conduct Focus Group that was randomly selected among the Tim Horton’s customers at George Brown College on April 13, 2006. They were served Hot Smoothee and asked six questions to explain their thoughts. Based on their answers, we were be able determine to reasons of dissatisfaction and analyze them. 

We have analyzed competitors’ information – Starbucks and Second Cup have non-coffee products similar to Hot Smoothee but they did not put a lot of effort on it. On the other hand, Tim Hortons has spent a lot of money on Hot Smoothee and was not a success. Our research findings have showed many factors that could be reasons for this circumstance. 

One of the most important factors is their advertising program was not attractive enough for customers. They cannot communicate to the right target. Moreover, most customers come to coffee shops to fresh them up by coffee and Hot Smoothee doesn’t have that function to serve them. If Tim Hortons wants to be attracted by non-coffee drinking customers, they should evaluate the feasibility of non-coffee product with the right target group. Tim Hortons has to conduct more research before continue other advertising on Hot Smoothee.

1. MARKET AND COMPANY BACKGROUND

a. Industry and its trends

Tim Hortons has been founded in 1964 as a coffee and donut shop and opened its first outlet in Hamilton, Canada. As of today, they have more than 2600 stores in Canada. There is one outlet for every 8,707 people in Ontario, compared with one outlet for every 18,906 people in the western provinces of Canada. Also, Tim Hortons has more than 250 outlets in USA. Tim Hortons has generated revenue of US $1.2 billion for its corporate parent, Wendy's International, in 2005.
Tim Hortons is a dominant player in Canada, and the chain has a 75 per cent market share in Canadian coffee-doughnut industry. Starting March 2006, Tim Hortons Inc. started trading publicly on the Toronto and New York Stock Exchanges and made itself more valuable.

In Canada, Tim Hortons is not only coffee-doughnut shop, but it is an emotional fact. One of the important factors that Canadians choose Tim Hortons is that they consider this coffee-doughnut shop as a national identity, which makes it more competitive and successful in Canada.

Tim Hortons is committed to offer “always” fresh, fast, convenient, and wide varieties of the products. One of the specialities of Tim Hortons is they want to make sure that their menu is being embellished by adding a new taste. Hot Smoothee is one of their new tastes, and it was launched in October 2005.

b. Competitors

Hot Smoothee has a lot of competitors in the market, but we are focusing on the main competitors, which have the similar elements to compare. Tim Hortons’ main competitors are Starbucks and Second Cup. Although, the competitors’ don’t have Hot Smoothee, they have similar products to serve. 

Whereas Starbucks offers Caffe Latte in different tastes, and Caramel Machiato, Second Cup serves Cafffe Mocca where customers are able to add different flavours, such as hazelnut or vanilla.

In the Competitive Analysis part, we will analyze the competitive situation in details.

c. Target Market

We examined Tim Hortons’ Hot Smoothee’s target audience in primary and secondary target market.

	TARGET AUDIENCE
	DESCRIPTION

	Primary Target
	     -     The age between 15-19

· Students 

· Don’t count their calories

· They live with their parents 

· Their parents’ income 40-60 K

· Urban 

· Their parents have minivan 

· They live in a house

· They are not coffee-addicted

· Mall-shopper 

· They go to the vacations with their parents

	Secondary Target
	      -    The age between 23-30

· Who don’t want to take caffeine

· Don’t count their calories

· They are self-employed 

· Annually income 30-40K 

· Urban 

· They have cars 

· Mall-shopper 

· Live in a apartment




2. PROBLEM TO BE SOLVED

The latest taste of Tim Hortons is non-caffeinated hot beverage: Hot Smoothee. It was introduced in October 2005 with four flavours: butter caramel, raspberry, hazelnut, and orange. However, the introduction of the new product hasn’t brought a great deal of attention from customers as expected. 

The management wants to know why Hot Smoothee sales results weren’t successful.

Research Objectives

· To provide all the relevant information about sales of Hot Smoothee by conducting focus groups.

· To obtain specific data about the dissatisfaction and analyze them.
· To analyze the results according to customers’ age and gender.

3. OUTLINE OF THE PROJECT

We conducted Focus Group Interviews to identify problems for Tim Horton’s new product Hot Smoothee in order to identify hidden market and product satisfaction. Our focus group was randomly selected among the Tim Horton’s customers at George Brown College. We chose eight Tim Hortons customers, consists of people both female and male. 

Focus Group sessions were held in the library at George Brown College on April 13, 2006. Focus group was selected among George Brown College students and served Hot Smoothee. Everyone in the group was asked to explain their point of view about the product. Discussion about the topics was generated, which was related to Tim Hortons’ products, services and Hot Smoothee. 

Moderator of this group was prepared about the topic and kept discussion on track.

4. CONDUCTING FOCUS GROUP AND FINDINGS

	A. Conducting Focus Group

 

 

	Date
	April 13, 2006

	Time
	12:00PM 

	Place
	St. James Library, George Brown College 

200 King St. East Study Room: 5 Toronto, Ontario

	Setting
	Round table, Name tags

	Refreshment
	Hot Smoothee and Cookies

	Time Set
	Start                12:00PM 

Refreshment  12:30PM

Finish              1:30PM

	Rules
	Focus on the problem

Keep momentum 

Conclusion on each question

	 
	

	
	

	
	

	
	


 
B. Introduction and Warm-up
 
- Welcome to participants. 

- Facilitator, co-facilitator and participants introduce themselves 

- Explain rules and recording of the session

- Questions from participant about session

 

C. Interview Questions

Question 1: How do you like the name of Hot Smoothee? Can you describe it in two or three words?  What do you expect when you order Hot Smoothee without knowing what kind of drink it is?

Question 2:  Where and how did you heard about Hot Smoothee? Did you see any TV commercial, magazine, newspaper advertisement? Did this advertisement make you to purchase Hot Smoothee?

Question 3: Medium size of Hot Smoothee cost $1.35. Does this price effects on you to purchase Hot Smoothee? 

 
Serving Refreshment

Butter Caramel, Raspberry and Hazelnut Hot Smoothee and cookies will serve at 12:30. 

 

Question 4: Hot Smoothee is contains high calories, fat and cholesterol but no caffeine? Nutrition fact of Hot Smoothee is effect on you purchasing decision?  

 

Question 5: Did you purchase similar product from somewhere else? What are the differences and similarities?

 

Question 6: Did you get satisfy? What is your suggestion to improve the quality of Hot Smoothee?  

 

D.    Responds from Participants 
 
Question 1: How do you like the name of Hot Smoothee? 

 

All participants agree that name of Hot Smoothee is a winter drink. Especially, people need warm feeling when they are cold. Common words about this drink are winter, warm-up, smooth, Christmas and relax. Expectation of first Hot Smoothee drinkers would be warm and comfortable feeling. Four people think that this name targets teenagers more than adult.  

 

Question 2:  Where and how did you hear about Hot Smoothee? 

 

Participants didn’t see any TV, magazine and newspaper advertisement about Hot Smoothee. They saw add in Tim Hortons outlets. Advertisements in Tim Hortons didn’t affect them to purchase this drink except two participants. Two participants purchased the product when they saw add in Tim Hortons outlet. They just wanted to try something new and wonder about the taste. They also said that they were cold and needed something to warm-up. 

 

Question 3: Medium Hot Smoothee costs $1.35. Does this price effects on you to purchase? 

 

Even though price is reasonable, participants don’t want to purchase this drink. They don’t know how does it taste. Four participants are concerned if drinking Hot Smoothee would upset their stomach. They wanted to taste small amount then purchase the drink. Three people concerned about time they spend to purchase the drink. They don’t want to lose time for a drink they really don’t know. Other two people said that they have little budget. They prefer usual drink like coffee or tea. 

 

Question 4: Hot Smoothee contains high calorie, fat and cholesterol but no caffeine? Does a nutrition fact of Hot Smoothee effect on your purchasing decision? 

 

Four participants concerned about the high calories that Hot Smoothee has. However, they might purchase the drink once a while. Two participants were heavy coffee drinker. They like caffeine but they like to purchase non-caffeinated drink when they got enough caffeine in a day. They might purchase Hot Smoothee instead of herbal tea or other non-caffeinated drinks. Other two participants were worrying high cholesterol. They refuse to purchase dairy products.       

 

Question 5: Did you purchase similar product from somewhere else? 

 

Five participants used different flavour on their coffee like butter caramel, raspberry, hazelnut. They like taste of coffee with different flavour. They purchased coffee with flavour in Starbucks and Second Cup. Taste between Hot Smoothee and flavoured coffee is different. Hot Smoothee, you taste milk with flavour. Coffee with flavour, you taste coffee and flavour. You can also add Hot Smoothee flavour on Tea, Hot Chocolate, Cappuccino, Cafe Mocha and other drinks. Three participants indicated that colour of the Hot Smoothee is also different. Depend on the flavour you get different colour.  For example Raspberry Hot Smoothee is pink.   

 

Question 6: Did you get satisfy? What is your suggestion to improve the quality of Hot Smoothee?  

 

One participant satisfied about the overall quality of the Hot Smoothee. She really likes the sweet taste and smooth feeling from the drink. She also thinks that price is reasonable to purchase compare with other drinks. Other seven participants have concerned about the product. Taste is good and sweet but not healthy. Participants agreed that Tim Hortons serve this product in different cups. Presentation and advertisement of this product is very weak.

5. ANALYZE THE INFORMATION

Coffee’s business is one of the most difficult business in North America. Since they have many competitors in this business, we might consider many factors which are able to influence consumers to buy coffee products. According to the survey from the commission for environmental Cooperation , consumers concern about quality and consistent supply. However, it’s significant to  price which we can not ignore  as well .

[image: image1.emf]
(Commission for Environmental Cooperation. 1999. Measuring Consumer Interest in Mexican Shade-

Grown Coffee: An Assessment of the Canadian Mexican and U.S. Markets. CEC Secretariat. Page 10.

Rice, P. McLean, J. 1999. Sustainable Coffee at the Crossroads. Consumer’s Choice Council. Pps. 29 & 34)

A. 10 key factors have been considered in terms of competitive analysis:

We chose 10 factors from the result of our research to explain the situation of Hot Smoothee 

1. Product quality

2. Product Design
3. Service Quality

4. Price

5. Place Design/Atmosphere

6. Advertisement

7. Product Varieties

8. Locations

9. Promotions

10.  Brand Awareness

B. Competitive Analysis
1. Product Quality:

Tim Horton Hot Smoothee is a hot, sweet, and decaffeinated drink. It comes with different tastes: butter caramel, raspberry and hazelnut. Tim Horton did not mention about the quality of their product did not explain well enough to consumers to understand what Hot Smoothee made from. Consumers may doubt that Hot Smoother may be not so healthy or not a good quality.
Starbucks White hot chocolate and Caramel Macchiato are hot drinks, and sweet and buttery. They are offered in different choices- like vanilla, caramel or almond. They used clear product description to explain what they are even though some product might taste similar to Hot Smoothee. Consumers trust and confident to try the product which they have known.
Second Cup has similar hot drink options as Starbucks serves.

2. Product Design:
Tim Hortons’ Hot Smoothee served either in cartoon or ceramic cup. Specially, ceramic cups make customer feeling like at home. Therefore, Hot Smoothee has no special design for them. They create the word together with flavours which might lead to be confused.
Starbucks and Second Cup customers are served similar design of cups. 
3.  Service quality

At Tim Hortons, customers don’t expect the ambience and quality of service that Starbucks and Second Cup provide. Customers’ expectations are not high as much as when they go to Tim Hortons. They only expect to have hot drink, fast service and convenient place. This factor makes Tim Hortons’ and competitors target audience different. 

Starbucks experience is, each cup is made to a customer's personal order. Especially baby boomers are looking for quality, individual choice and personalized service. They have the money and they are willing to pay for it. They are looking for more than having coffee.
Tim Hortons also serves to baby boomers for more than 40 years in Canada, but they are falling behind competitors like Starbucks when it comes to quality, unique choices and excellent service.
4. Price
Tim Hortons’ products are more affordable comparing to Starbucks and Second Cup.  Hot Smoothee in medium size costs $ 1.35. However, in Starbucks and Second Cup, hot drinks starts from $2.00

Starbucks’ and Second Cup’s hot drinks are more expensive.  Since Tim Hortons’ price more affordable, it affects the customer’s approach to try new products too.

Non-coffee products of Tim Hortons are cheaper than the others. Starbucks set the price higher than the other due to the fact that they want to be a premium coffee shop in market. Second cup’s price is following Starbucks’ as they want to be upgrade themselves 

Figure 1: Average price of non-coffee products


[image: image2]
5. Place Design/Atmosphere:
In terms of place design/atmosphere, Tim Hortons is more about convenience and saving time.
Starbucks is more than that drinking coffee; it has been about sitting in the cafe and enjoying the ambience.

Second Cup provides their customers cozy environment as Starbucks does.  But also, starting from 2005, customers are able to bring their laptops or handheld devices and surf the Internet over coffee. This factor makes Second Cup more competitive comparing to Starbucks.

6. Advertisement

Tim Hortons targets young generation and people who don’t want to take caffeine for their Hot Smoothee. The commercial has shown about the husband brought Hot Smoothee back for his wife and taste it by himself .However, on their ad, they chose the pink flavour for men with new family to testing the new product, in order to influence women to buy it. But it did not work as they though. Men don't like pink product for sure and they never want to try it. The TV commercial wasn’t successful because of this concept; they lose a big group among men who are non-caffeinated drinker. Moreover, they did not use the chance to explain what Hot Smoothee is and let people try to test it which may be successful if they had other promotion campaign to support.
7. Product Varieties
As all of them are coffee shops, most of the products must be coffee products, but we compare them in terms of number of non-coffee products they have in store to analyse. The results of analysis are as:

Table 1: Number of non-coffee products sales in stores.

	 
	Tim Hortons
	Second Cup
	Starbucks

	Tea
	3
	4
	4

	Chocolate
	1
	2
	3

	Others
	1
	5
	3


Competitors have more variety in non-coffee products than Tim Hortons, but when compare with other kinds of products, which are main stream of Tim Hortons such as donuts; they are better than their competitors.

8. Locations
Customers are able to find Tim Hortons outlets more than competitor café-shops across country. This is the one of the advantages Tim Hortons has.  They have more than 2600 stores in Canada. There is one outlet for every 8,707 people in Ontario. This advantage makes Tim Hortons more competitive, but just only in the caffeine product. Hot Smoothee has shown their banner all around  Tim Horton store, but they couldn’t catch consumers.
Whereas Starbucks has about 600 outlets in Canada, Second Cup operates more than 370 outlets across country.

9. Promotions

Tim Hortons has a regular promotion called “Roll up the Rim” every year starting from February until April. Customers can purchase a medium, large or extra-large hot beverage, and roll up the rim on their cup to see if they have won a prize. Unfortunately, The promotion was just only the caffeine product which mean they didn’t want to concentrate on non-coffee drinkers. They showed price for adding flavours to Hot Smoothee and it is the same price when you want to add to other products. 
Competitors are also not concentrate to non-coffee drinkers, but they had some combo choice to combine with other products to increase their sales volume such as second cup created the Belgium theme to combine chocolate with brownie.

10. Brand Awareness

Tim Hortons is well known in Canada, so do Starbucks and Second Cup. However, Tim Hortons’ customers consider Tim Hortons as a national identity and they are willing to try new tastes and products.

However in USA, Tim Hortons brand is not well known as opposed to Starbucks. One of the Tim Hortons’ goals is to have 500 outlets in the USA by 2008.
6. RECOMMENDATIONS

The research started with the main question of why the new product of Tim Horton wasn’t successful as it should be. No previous studies were found covered the customer behaviour on the non-coffee’s product in coffee shops. Therefore the approach chosen to carry out the research was to try to find out the factors that are able to explain the situation of Tim Horton’s product crisis. 

The direct result of the study was the first elaborated the product name “Hot Smoothee” which might confuse customers while buying. It’s shown the winter product that can make people warm when drink it. Unfortunately, Tim Horton might make a mistake on that point. Customers are not impress with that name and don’t want a hot cup with unexplainable recipe. In the other word, the Hot Smoothee did not help itself to describe what it is. Customers can compare with other products from competitors which more clear understanding such as Hot white chocolate (Starbuck) Chai latte(Second cup).This enables customers to develop chance to choose other brand.

Secondly, the study concentrates on the advertising and media. Most of customers are not aware the TV commercial of the Hot Smoothee. Tim Horton has broadcasted TV commercial since they launched the product, and they did show the sign of Hot Smoothee over the counter bar of every store. Customers couldn’t recognize the product via their media usage. The description of the product wasn’t clear enough to explain. Nowadays, Canadians have more concern about healthy and nutrition but they never said the benefit of Hot Smoothee to the public.

The focus of this study was to study and clear up why Hot Smoothee was not successful in the market. The perspective was chosen deliberately as the researcher’s interest is in advertising and brand awareness which Tim Horton has a strength point . Research with this perspective had not yet been done, whereas there is extensive argument on many ideas that explains and benefits the viewpoints of the customers. However, to create a more accurate overall view of the research should be continued and take the quantitative model to find out the usage statistic. This would give an even better understanding of affecting issues in it. In this further research the question will specific on how many non-coffee drinking customers come to coffee shops? And more detail on the reason that they did not choose on Hot Smoothee base on this research.
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