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Executive Summary




This business plan is created as a result of the plan of expansion Black Red White to the United Kingdom as a foreign market.
In this paper you will find all the positive and negative factors related with entering UK market.                                                                                                                                This research and International Business Plan will give you insight on the great opportunity to enter the new market and the possible way how to do it.                                                                                                              The fact that United Kingdom is the 2nd largest economy and Europe and the 5th in the world only conform the importance and need of Black Red White the business activities on the market.                                                                                                     Private investors who sells our products through their own small shops only confirm the possibility of successful expansion and that there is a market for our products.                                                                               IKEA, who is our main competitor in Poland is successfully operating in the United Kingdom since 1987, with their 20 stores across the country.                                                                                                                                        Our company’s advanced technology which help us produce good quality wide range products to satisfy large group of clients, together with low production costs and fair prices are the strengths that will help us to successfully expand into the United Kingdom market.                                                                                                                                                                                                                                   








Corporate Global Vision and Goals

The global vison of the Black Red White is to achieve the greater potential for the company and the international clients through offering them a good quality, wide range and affordable products to meet and fulfil everybody’s expectations. 
The good accessibility of the wide range of products help our customers to experience better everyday life.  Our showrooms help our clients experience all the features and usability of our products and let them feel as at their own home due to great decorated premises. 
The continuous product development and investments in the innovative technologies help us achieve better quality and affordable furniture products to our customers.
The company goal is to expand with our furniture sales and distribution business to the United Kingdom and successfully compete on the new market.

[bookmark: _Hlk512891891]Foreign Market Research

United Kingdom is the 2nd largest economy in Europe and 6th in the world. 
Population of 65.64 million is almost twice bigger than Poland – 38.422 million.
GDP per capita is £28,260 (In Poland £11,000).
Average salary £27,600 (2016). In Poland - £10,500, that is almost triple.
United Kingdom is the 2nd most developed country in Europe. Its citizens characterised by the high standard of living and high salaries. Politically and economically stable is a member of the European Union, but currently in the process of leaving the single market, after the June 2016, when majority of British citizens voted to leave EU.  
United Kingdom is geographically separated from the mainland of Europe by the English Channel, and the transport connections are made by the air, water – by ferries and the ‘EuroTunnel’ – what is a rail tunnel linking UK and France.                                                                                                                                                                                                                                                                                                 The furniture industry is divided by the premium and expensive furniture suppliers, such as John Lewis, or cheap, as Argos.                                                                                                                                                            The only one direct competitor offering similar products with the competitive prices is IKEA, that exist in the UK since 1987, but we are competing with this company successfully on our host market. 

[bookmark: _Hlk512891924]Risk Assessment    

The risk identified when entering the United Kingdom market:
Although the private importers selling Black Red White products in the United Kingdom, the brand remains unknown to the wider number of customers. Only customers with Polish origin currently buys BRW products in the UK.
Exchange rate GBP to PLN, currently 1 GBP = 4,78 PLN (18.04.2018). Stronger GBP means more profit, and weaker PLN less profit form operations in the UK.
Costs and time of transport – the distances on average 1900km (1200 miles), means 24+ hrs in transport, additional and costs of logistics.

Currently the biggest risk is associated with Brexit. In July 2016 the majority of the United Kingdom citizens voted for United Kingdom to leave European Union. Since then the value for GBP dropped, some companies decided to move its headquarters or operation from UK to other countries that are part of the European Union. For businesses the major benefits of operating within the European Union are: the freedom of movement, no trade barriers, simplified import/export procedures.
Therefore, if United Kingdom leave the united European market without appropriate trade agreements, it would cause additional costs in form of trade barriers, taxes.  





SWOT ANALYSIS

Swot analysis will help us analyse the internal and external environment identifying factors that influence the company’s strategy in 4 categories: strengths, weaknesses, opportunities and threats. 

 [image: Image result for swot analysis]




· Strenghts.
Well established company, with a large variety of products of good quality and reasonable price.  The brand name is universal and easy to remember – Black Red White.                                                                                     There is some brand recognition on the UK market, as over 1 million Polish citizens living in the United Kingdom.                                                                                                                                                               Our main competitor – IKEA is the firm that is our main competitor in Poland.                                                                 New strong management team with various experiences in global organisations and vision to expand internationally.                                                                                                                                                      Economies of scale – Production large volume of products resulted in reduction of unit costs.               Ability to easily rise production without high additional costs.                                                                  The new developed technology used to produce our products, that help us reduce costs and time, limit waste.                                                                          

· Weaknesses.
New brand on the UK’s market.                                                                                                                         The large distance between the shops/showrooms and the production facilities in Poland, what may cause delays in supplementing stock – good reliable logistics strategy is essential.
                                                                                                                                                           
· Opportunities.
United Kingdom is a big market with the large number of population (65.64 million) with high disposable income – average salaries of £27,600 (2016).                                                                                                                                                          Different housing policy – greater number of houses, (not flats like in Poland), therefore larger residential areas to furniture.                                                                                                                                                                 Only one direct competitor to IKEA but offering not as boring as IKEA products.                                   Competitor already known from the host market – competing successfully in Poland for decades.
Rising value of GBP (POUND) against Polish Zloty (PN) could result in greater profit form sales in UK.                                


· Threats.
Brexit – people in UK voted to leave European Union, what may result in additional costs in form of taxes, trade tariffs, etc.                                                                                                                                                                                               Declining value for British currency – GBP (Pound), that could cause in less profits form sales in the UK.                                                                                                                                                                                       


International Business and Organisation Structure

Our UK operations will be controlled by the UK based management team, who will be responsible for the day to day operations, logistic orders, staffing, finance, etc. This management team will be directly responsible and reporting to our headquarter in Poland and people responsible for the UK operations.  
To help us understand the macro environment that will identify the potential relevant factors which will have an influence on our operations in the United Kingdom we use PESTEL analysis. This framework includes analysis of political, economic, social and technological factors and its effect on the industry and the company.  
[bookmark: _Hlk512892082]
Pestel analysis.
· [bookmark: _Hlk512892152]Political Factors.
Politically stable United Kingdom is 2nd largest economy in Europe and the average salary is £27,600 (2016), which is almost three time greater than average salary in Poland.  UK is within the European Union agreement, that benefits form the free trade, free movement of people, goods, services, and capital. The creation of the one integrated market through the standardised system of laws, legislations and policies that apply to all member countries. 
In 2016 the majority of the UK’s residents voted to leave this Union, therefore the country’s government is continuously dealing with all the aspects that will be affected by this decision. The new trade agreements between UK and EU should be done by the 29 March 2019, and there is also a Post -Brexit transition period up to the end of 2020, during which the new processes and systems should be prepared and implemented. 
There is a significant uncertainty related, as the new trade regulations and taxes may be introduced. But considering the fact that the European Union countries are the main and closets market to the UK, we should assume that there is a high possibility that appropriate agreements will be done to secure business operations.[footnoteRef:1] [1:  https://en.wikipedia.org/wiki/List_of_the_largest_trading_partners_of_United_Kingdom
] 


· Economic Factors.
‘’Changes in the economic business environment can influence a firm’s expansion.’’(Frynas, 2015, pp.49). During the economic grow the organisation may open new production plants, or expand production or sales, but during stagnancy or recession it may reduce production, sales, or even close operation totally, due to continuous significant loss. 
Currently in the United Uingdom weak currency –  British Pound helps driving export. On the other hand, weak Pound rises prices of imported goods. 
The inflation rate in 2018 is predicted at 3.10%.[footnoteRef:2] [2:  http://www.in2013dollars.com/UK-inflation-rate-in-2018] 

The UK economy growth is predicted at 1.6% and for the 2019 at 1.7%. [footnoteRef:3], comparing it to 3.6% in Poland in 2018, and predicted 3.5% in 2019, which is double than in the UK. [footnoteRef:4] [3:  https://www.theguardian.com/business/2018/apr/23/uk-economy-grew-slower-in-first-quarter-of- 2018-than-last-quarter-of-2017
]  [4:  https://www.theguardian.com/business/2018/apr/23/uk-economy-grew-slower-in-first-quarter-of-2018-than-last-quarter-of-2017
] 

Current unemployment rate in UK is 4.2% [footnoteRef:5] [5:  https://tradingeconomics.com/united-kingdom/unemployment-rate 
] 

UK sets national minimal wage [footnoteRef:6], and usually rise it twice a year and is currently (April 2018) set on: [6:  https://www.gov.uk/national-minimum-wage-rates
] 

                             £3.70 for apprentice – currently very popular form for gaining skills by young people
                             £4.20 – for under 18 years old
                             £5,90 – for 18 -20 years old
                             £7.38 for 21 – 24 years old
                             £7.83 for over 24 years old
Current currency exchange rate 1 GBP to 1PLN is 1GBP = 4.78 PLN. The rise in value of GBP would mean higher costs to the company when entering market – making initial investment, but when operations will be already set, rising value of GDP would mean greater profit, as the production is made in Poland, where costs are low. The reduction in value of GBP during the investment period would mean lower capital requirements, but when the operation will be already set, it would lower profits, as it would mean selling our products cheaper when comparing to costs of production in Poland. 
Current interest rates set by the Bank of England is set at 0.5% [footnoteRef:7] and it influences all other interest rates in the UK.  It means that borrowing is relatively cheap, but also saving are rewarded with very low return.  [7:  https://www.bankofengland.co.uk/monetary-policy/the-interest-rate-bank-rate ] 

There is a 20% VAT for the furniture products in the UK, and 0% Vat for furniture products for disabled people. 

· Social Factors.
The population in the United Kingdom there is 65.64 million (almost twice as much as in Poland).    UK ethnically diversified nation and we can practically meet people from all around the world.    There are over 1 million Polish citizens living in the UK.                                                                                                                                                                    The main, generally used language is English, but we can also hear French, German, Spanish, Polish, and other languages from across the world.                                                                                                                          The population characterized by the high standard of living, but also dependency on social services those with lower income.                                                                                                                                    We can notice high influence of the government in the social life, i.e. free healthcare services, and well developed social help for citizens, such as financial aid.  

· Technological Factors.
Technology is very important in the UK, and internet and mobiles technology are currently part of the everyday life. Easy access to the company website, online shopping and online payment systems are required in order for the successfully compete on the market and to carry company day to day operations and sales. 

· Environmental Factors.
The environment protection plays significant role in the United Kingdom. The whole production will be made currently in Poland, and all packaging is made from the cardboard boxes, that are easily and widely recyclable.  There will be a minimal waste outcome from sales in the United Kingdom.

· Legal Factors.
In order to trade successfully in the United Kingdom, we have to take into account all the legal factors. To maintain highest standards of Health and safety is very important in UK, as when it comes to the appropriate staff trainings, fire regulations, clothing and also when it comes to provide appropriate protection to the clients when visiting our premises. There is a minimum wage, the rights to holiday, sick pays, equal opportunities legislation associated with the employment. Consumer protection right and consumer protection are well developed. 
It is easy to rent or purchase land, or premises and easy to register or establish a company in the United Kingdom. 


PORTER’S 5 FORCES
[bookmark: _GoBack]Porter’s Five Forces of competition framework identifies major structural variables influencing competition and profitability (Porter, 2008, pp.71).  
[image: Related image]
· [bookmark: _Hlk512892325]Threat of new entrants.
There are high capital requirements, furniture manufacturing production, distribution channels and sales, therefore only large companies may enter the industry. The brand recognition is very important, but with our simple brand Black Red White, which is easy to remember, and the fact that we are the only direct competitors to IKEA, would be an advantage. 
Cheap sources of raw material (wood) and low labour costs, that would process raw material into the ready products is the most important for the industry. BRW produces all the products in Eastern Europe, mostly in Poland, where the access and price of wood is cheap, and the labour costs are low. 
There is no brand loyalty in the furniture industry, that is mostly driven by the quality vs. price requirements (apart form the premium furniture producers). The growing popularity of IKEA products and no such a competitor offering similar quality, affordable products only strengthen the decision about entry into the UK furniture market.[footnoteRef:8] [8:  https://www.retaileconomics.co.uk/download/Sample%20-%20UK%20Furniture%20and%20Flooring%20Sector.pdf] 

There is no, or minimal risk of retaliation by other firms, as our only competitor will be IKEA, which we already compete in our host market – Poland, since 1992, and we note greater sales.  

· [bookmark: _Hlk512892380]Degree of rivalry. 
Rivalry between competitors in our case is driven only by the our only one direct competitor – IKEA. We compete with them in Poland for few decades, often having showrooms opposite each other’, and all have own clientele, as we offer better quality products, and our sales is much higher than IKEA’s. [footnoteRef:9] In the United Kingdom we plan to open more shops than IKEA, as there is requirement and we can see the opportunity to gain the customers that IKEA didn’t take into account. [9:  http://natemat.pl/120385,kto-tu-urzadzi-albo-ikea-albo-black-red-white-wojna-o-to-kto-wprowadzi-sie-do-domow-polakow] 

Our products are more colourful, with the choice of more variations than IKEA, which offers more standardized products all around the world. 

· [bookmark: _Hlk512892400]Threat of substitutes.
The existence of similar substitutes may mean, that customers may switch for them, in case of price of products increases. Most of the materials used in the industry is wood, then, leather, plastic. For the most products, such as wooden furniture – there is no substitute, or imitations. 
*Apart form leather imitations, or cheap wooden plywood, but low quality, and not in demand. 


· Bargaining power of buyers.
The bigger the buyer in the industry is, the greater chance that can negotiate the prices, have greater bargaining power. Wood, as the raw material is essential to the production of furniture, the reliable source of this is needed, that offers good quality material. All other materials, as leather, fleece, plastics are widely available usually from smaller number of suppliers. 
 Our all raw material comes from Eastern Europe, where we have established long term relations with our suppliers, who offers us good quality with the low prices. 

· Bargaining power of suppliers.
There is a large number of small suppliers, that depends on the buyers purchases in the industry, although the reliable one with the good quality products will be a good contractor for the buyers of raw materials, or ready/semi-ready products. 
BRW have established a number of suppliers and maintain a good relationship with them for many years, making sure all the parties are happy from this transaction. 


[bookmark: _Hlk512892730]International Business Strategy and Mode of Entry.

One of the most important decisions for our business is the mode of entry. Modes of entry into the international markets are the channels that the organisation employs when gaining an entry into the new international market. (Frynas, 2015). 
The furniture products of Black Red White are already existent on the UK market through the private individual investors who buy them in Poland, and then sell them in their shops in the United Kingdom. Their universal sizes and the European measurements don’t need any special adaptations to the local requirements. It only confirms that our investment would be successful. 
When selecting the mode of entry, we considered the costs of production furniture in the United Kingdom, and in Poland, our technology and labour market. 
Therefore, rationally our production for the UK market would remain in our factories in Poland, and only sales and marketing operations on the UK market. The possibility of the suppliers in the United Kingdom will depends on the level of sales and the local costs of production. 
Similarly, to the direct competitor (in Poland and in the UK) – IKEA, that most of its products are made in other countries of Europe, and not in the UK, there is no current requirements to seek for the local producers. IKEA has announced that could move more of its production to the United Kingdom, to avoid higher prices, following the Brexit decision, but not currently. Follow this strategy, BRW could seek this option in the future, depending on the successful entry and the effects of Brexit and further trade agreements between the UK and European Union, the value of GBP in comparison to the Polish Zloty. 
Therefore, considering all above, the most suitable mode of entry would be wholly owned venture, giving 100% control over the operations in the new market. Practically in case of Black Red White, there is a requirement of the appropriate place/showroom with the big enough storage area.          The similarity to the IKEA’s show us that this business model would be the best, oriented on cost saving and customer satisfaction.  
Our simple and easy to remember logo and brand – Black Red White and some recognition, especially by the Eastern European citizens in the United Kingdom, would be the advantage in the UK.

 
[bookmark: _Hlk512892788]
International Marketing Plan

We are going to use the following frameworks that help us analyse and identify factors which will or may have an impact on our organisation in the United Kingdom.
To successfully assess the entry to the UK market we use 7P’s marketing concept, that will suggest us marketing mix activities required during our expansion. It includes the following components:
[image: Image result for marketing mix 7ps]
· Place. 
To demonstrate actual usage, we will have fully decorated showrooms with all our products displayed; where our customers will be able to see, check, experience the usability of product, will be able to feel as at their home. Additional self-service, as measure, availability check services available.                                                                                                                                                    Showrooms in good locations (suburban areas) with good communal communication (bus, or tram) are essential. Also, relatively large car parks are required.                                                                                                   Strategically selected locations – easy to deliver new stock, large number of populations areas.                                                                                                                                                            

· Price. 
All process in British Pound (GBP)                                                                                                                 Relatively low priced – we offer affordable, good quality products.                                                                                           Price is very competitive to our direct competitor - IKEA.                                                                                                                      Discounts available for bulk purchases, especially for businesses.                                                                                                                                                                                      

· Product.
Well designed, good quality products. Black Red White offers a wide variety and many colours to choose products within the range of many different areas, such as living room, kitchen, rooms/bedrooms, teen’s rooms, dining rooms, offices, hallways, chairs, accessories (lamps, carpets, decorations), specialist.                                                                                                                                                                                   There is no need of products adaptation to the UK market requirements. (considering Health and safety regulations and requirements [footnoteRef:10]                                                                                                                                                                          Packaged in environmental friendly cartoon boxes.                                                                                                                                                                          Easy and ready to assemble products.                                                                                                                                                            There is a year warranty on all our products, subject to terms and conditions – all information included (English). [10:  https://www.manchestereveningnews.co.uk/news/greater-manchester-news/ikea-re-issues-safety-warning-13941782 ] 


· Promotion.
Large Black Red White banners on shops/showrooms + advertising banner by the street nearby the shops/showrooms informing about the shop/showroom location and what company do/sell furniture and accessories.                                                                                                                                   Online advertisement, promotional leaflets with current offers, loyalty cards available to customers.                                             In the beginning promotional campaign would be beneficial, (as competitor to IKEA), in radio/local area radio, tv.

Physical evidence.
Easily accessible showrooms with the displayed range of our products.                                                   Store area, such as in IKEA, where customers can collect chosen products.                                                                 Online sales through BRW website: Blackredwhite.co.uk (occupied, unused), blackredwhite.uk, or brw.uk (unoccupied).                                                                                                                                                                                           Online catalogue available [footnoteRef:11]and in shop catalogue available to visitors of showrooms.                                                                                                                                           Service delivery if required by customers.                                                                                                                            [11: https://www.brw.pl/katalog/katalog-Collection-2017/mobile/index.html#p=29] 


· People.
Locally hired management team who knows local market and furniture, its expectations, laws and requirements.  
Well trained locally hired shop floor staff with the positive helping customers attitude, easy and simple computer designing/simulation skills (training will be required) and knowledge of English language.                                                                                                                                                        Limited number of shop floor staff, as required only to help and advice, but customers are able to collect required products themselves from the store area located near exit/tills.                                                                                                                                                     In the United Kingdom there is a rising importance of work – life balance. Work – life balance is a difference between the time that the individual spends at work and other aspects of life, such as time spend with family, on hobby, or other activities. (Jones, 2006). It becomes very important, especially in the United Kingdom, as due to the various family commitments and rising number of working women - mothers. Therefore, flexible employment options would be our only advantage, to gain greater number of skilled staff, offering them opportunity to work elastic working hours, as they are able to. It would be also seen good for the general public and the UK government, as BRW will be seen as a family friendly organisation.[footnoteRef:12]                                                                                                             The equal opportunities are very important in the UK, and people from different backgrounds, believes, colours of skin, sexual orientation or disabilities have the same opportunities (subject to job description and expectations) when it comes to the employment.  [12:  https://www.msn.com/en-gb/money/career/female-employment-hits-record-high-in-uk/ar-AAwqw5X?li=AA54rU&ocid=mailsignout] 


· Process.
Possibility of payments at the tills by cash or cards. Online shopping with online payments.             Well organised and effective logistics strategy is required due to the distances between the production facilities and physical showrooms with limited storage spaces, delivering and replacing sold products on time and securing continuity of sales.                                                                                                                                                                                                         Uniformity of possibility delivery and assembly option if requested by customers.                                                 Rising online sales require the well designed and easy to use website, so customers can easily order products online, using their pcs’, laptops, tablets, or mobile phones.  It is very important, as a lot of people use technology and mobile phones these days, and lack of these may result in lower sales or even failure.[footnoteRef:13] [13:  https://www.retailgazette.co.uk/blog/2018/03/toys-r-us-went-wrong-part-1/] 



Exit Strategy

As every business, we have to consider failure of our United Kingdom operations and prepare appropriate exit plan, in order to minimise loss related to closing sales in the UK. 
There will be no productions facilities in the UK – therefore no costs related to closing down the facility, transport or sales of machinery, or production employees pay-offs.
As the company offers unassembled, packaged products that are easy to transport, the logistics and transport related expenditures would be minimised.                                                                   Warehouse/showroom and local management staff pay-offs related costs must be secured in order to fulfil the UK employment regulations. 


 





Recommendations


The brand Black Red White is relatively easy to remember. The fact, that there will be only one direct competitor, that is well known in the United Kingdom – IKEA, and the customer knowledge, that there is another company which offers affordable, well designed furniture products would give us advantage of fresh company, that offers something else and not as boring, as IKEA product. 
The online sale is essential; therefore, company website is required. Considerable and available and web domains: brw.uk, blackreedwhire.uk and blackredwhite.co.uk (unused, but occupied by individual, therefore available to BRW as due to the UK and international law. 
Good locations in urban areas with large car park space and easy communal transport access is required. The best possible locations for BRW to start enter the United Kingdom’s market are as follow:
1. Birmingham. 
The biggest city in the United Kingdom, with population of over a 1,100,000 people, and the second largest urban area.                                                                                                                                                                                    

I was able to identify possibly the most suitable premises in Birmingham for our showroom:

https://www.zoopla.co.uk/to-rent/commercial/details/42624524?search_identifier=8715af6036ed8ad2b532d952813e64a0#HKfAclXKDHx2QLC9.97 

These premises comprise 376,663 sq.m, what would be enough for our showroom and storage space. It is a good location with a large car park and good local communal communication, and other shops in the area. There is IKEA showroom within the 3 miles distance. We are waiting for all the details regarding these premises.   

2. London area. 
London is unofficial capital of the whole United Kingdom, and the largest city with the population of over 7,000,000 people. 
There has been identified few locations of over 150,000 ft, but closer research and visiting the areas are needed to identify suitability for our needs. These places are located in the following areas of London:           
                                                           Fulham, post code SW6
                                                           Hayes, post code UB3                                                                                             
                                                           Slough, post code SL1                                                                                                                                     
                                                           Stratford, post code E15
                                                           Heathrow, post code TW4 
                                                               
As the good location with the easy access is very important in London, closer look is required. The search for other locations, especially within the retail parks may be required.          As the London area is geographically large, it may be beneficial to open 2-3 stores.


3. Other premises are currently searched for in large cities with the population of over 200,000 people[footnoteRef:14]: Leeds, Glasgow, Sheffield, Bradford, Liverpool, Edinburgh, Manchester, Bristol, and others, subject to size of cities, locations, and price.                                                                                                                                                          Should any suitable place become available, this will be updated immediately and informed to the management.   [14:  http://www.citymayors.com/gratis/uk_topcities.html] 



The country’s government promoting the population of working people. Therefore, hiring new staff can be started from contacting local government organisation job offices – Jobcentre, that may be able to offer us office facilities when interviewing and later, when training hired employees. 
Current Brexit negotiations are our biggest problem. We can assume that the UK government will secure appropriate trade deals with the European Union, as it will be beneficial for both, UK and rest of the remaining EU countries, but the final negotiations are still unknown.                                                                                                                                                                          

Black Red white is financially healthy and profitable organisation. Its products are imported and successfully sold in the UK by the private agents for over 10 years.                                                          The new management, their experience, knowledge and its strategy for expansion would see only the great opportunity for expansion to the United Kingdom, as the new market of existence for the brand. 
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Strengths provides an
area to list everything
done right either
individually or as an
organization. This
section contains both
strengths within the
organization and
external strengths,
such as client
relationships.

Weaknesses are
aspects of your
business that detract
from the value you
offer or place you ata
competitive
disadvantage. You
need to enhance these
areas in order to
compete with your
best competitor.
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OPPORTUNITIES

Opportunities are
factors that represent
reasons your business

is likely to prosper.
Such as being able to

expand a franchise
into a new city, while
some may fall into
your lap such as
another country
opening up its market
to foreign business.
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