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Executive Summary


	

	
For over 2000 years, people have wished to become bigger and show power on a global stage, which was perfectly exemplified by the Romans and the British empire (Brinckmann, Read, Mayer-Haug, Dew, & Grichnik, 2013). Fast forwards hundreds and thousands of years, and the same can still be said in the business environment we live in today (Botha, Kourie, & Snyman, 2008). Companies battle it out to have the largest customer base, produce the largest sales, and own the largest market share in their industry (Patatoukas, 2011). Market leading businesses are no longer based in one country anymore. Instead, they are multinational corporations (MNC’s) with a presence around the world (Moran, 2013)

J.D Wetherspoon (known hereafter as Wetherspoon’s) are the biggest pub chain in the UK have reached a peak where they are unable to grow much bigger in the UK. Wetherspoon’s must dream big if they wish to increase shareholder value by taking a step into the unknown to grow revenue and conquer new territories whilst maintaining core values and beliefs that made them the only pub chain in the UK to have over 1000 outlets across the country (J.D Wetherspoon, 2017).

This business plan provides an analysis and evaluation of the possibility in Wetherspoon’s expanding internationally to the United States of America. After presenting a risk assessment and background research to the board, the idea of international expansion has been approved but more research is needed to work out the viability of this project, which would change the scope of the business and move across a well-established brand into a country where Wetherspoon’s are relatively unknown.

A number of international business theories were considered, mainly cultural comparison (Hofstede, 2018), where it was possible to evaluate the general differences in culture between the customer base in the UK and USA. With this information, it is possible to understand how Wetherspoon’s can move into international human resource management (IHRM), which they would not have had any exposure to in the past. Decisions must be made as to how to operate IHRM whilst maintaining their current UK mission statement to be “the best CQSMA* standards in the pub world, to be the best company to work for and, by doing these things, to be the most profitable. *Cleanliness, quality, service, maintenance and atmosphere” (Wetherspoon Jobs, 2018)

PESTEL analysis was conducted to evaluate the American bar industry and establish current and future trends which assists in working out the viability of potential expansion.  PESTEL analysis was also conducted on Wetherspoon’s in the UK to explain why international expansion is needed to develop Wetherspoon’s into a company that can expand from a FTSE 250 company to a FTSE 100 regular (FTSE Russell, 2018). 

SWOT analysis is discussed and highlights similarity between countries economic performance and the potential effect of a pro nationalist leader in Donald Trump, who opposes international trade if it could negatively affect American jobs (Robertson, 2017). This protectionism and the regulations attached are evaluated and taken into account and are some of the biggest risks to successful implementation of international expansion.

Wetherspoon’s will need to have a firm structure and strategy if they are going to be successful abroad so this plan also looks at what models could be adopted. There are pros and cons of franchising, acquisitions and joint ventures which all carry different risk-reward outcomes which can only be looked at after the first two years of trading internationally. (Lazonick & Mazzucato, 2012).
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	Global Vision

	
“To expand to a number of new territories and become an established global brand associated as the go-to drinking and food outlet“

For this vision to become a reality, Wetherspoon’s needs to be clear and concise about the rate of growth and make sure there are goals and objective at different stages. To be successful, Wetherspoon’s must focus on the negative external factors as much as the positive factors in international expansion, which hindered globalisation attempts from companies such as Tesco, Walmart and Kellogg’s (Quackenbos et al, 2016). For the purpose of this plan, there will be a focus on establishing in the USA before growing internationally in other regions.


	Short term (0-2 years):

	· Open a small number of outlets in highly populated areas in major cities associated with high tourism levels (Washington, New York, Los Angeles, and Orlando etc.). This will promote footfall for number of British nationals to visit whilst on holiday which in turn could create custom from US nationals.  
· Focus on British pub and dining experience with décor matching outlets in the UK as close as possible. 
· Offer Solely British based meals and European Beers served in UK outlets to establish Wetherspoon’s British Pub experience.
· Hire British ex patriots to run bar and wait on customers to give British dining experience and promote British culture into the business. The company must ensure that a number of USA nationals are hired within the business to comply with legislation (USA Jobs, 2018)
· Run majority of operations from UK base with regional managers based in the USA acting on instruction from UK senior management.


	Medium term (next 2 – 5 years):

	Option A
· Look at acquisition of poor performing national chain operating in most major cities across the USA.
· Close worst performing outlets and re-fit better performing outlets and keep on staff whilst aiming to hire a number of British nationals already living in the USA. 
Option B
· Offer out franchise opportunities to entrepreneurs who wish to open up a pub or bar in the USA.
· Commission and fit carpet in all outlets relevant to the local area and local values using an American based supplier. This will personalise each outlet much like it does in UK outlets (Haynes, 2016).
· Start to introduce small selection of US beers and US menu items like Budweiser and Chicken Wings to attract more US nationals to regularly go to the pub, with the company slowly moving away from the “novelty” of British Pub dining experience into a well-established chain operating in the USA. 


	Long term (5 years and beyond):

	· With increased popularity nationally, continue expanding into all states and having multiple locations in each city.
· Increase marketing budget and advertise on television to increase footfall into all chains. The long term aim is for US nationals to say “Wetherspoon’s?” when asking someone if they wasn’t to go out for a drink, even if they don’t go to a Wetherspoon’s. This successful marketing outcome is something that Blu-Tac, Hoover, Google and Sellotape have used benefitted from where people associate the brand as a noun. (Hargreaves, 2007)
· Open standalone distribution network in the USA and make trade deals direct with suppliers.
· Promote more jobs for US nationals and develop specific Corporate Social Responsibility policies and incentives focused on outreach in local communities. This will increase a positive image of the company and will aim to get more families coming to Wetherspoon’s outlets.
· Start to look at expansion into further Westernised English countries globally e.g. Canada and Australia. 
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International Business/ Organisational Structure


	

	
Wetherspoon’s international strategy must be one that can change in response to shifting global economic conditions and other competitive factors (Deresky, 2017). Their international business structure as such will be developed in three stages, outlined above, as being short, medium and long term. 

In the short term, from start up to the end of year two, the company would hire area managers to oversee growth in the states with head office remaining in the UK. The regional managers would have office space in one of the chains in the USA covering their state initially. At first, this could cause operational issues as the company would be dealing with aspects of International Human Resource Management (IHRM). Operating across borders creates a lot of work for the HR function, which, using Morgan’s model of IHRM (Morgan, 1986) which sees the activities of Procurement, Allocation and utilisation of host country nationals (HCNs) and parent country nationals (PCNs) in the UK (Home country) and the USA (Host Country).

Operating in different countries and employing other nationalities is the main difference between Wetherspoon’s domestic and international HRM strategy. The function is the same but the complexity is far greater.

There are at least six factors that make IHRM more complex when dealing with employees from overseas (Dowling, 1999)

· More HR activities. (Through understanding of HCNs employment taxation and workers’ rights)
· The need for a broader perspective. (Understanding a change in global policy originating in the UK may not be appreciated in the USA)
· More involvement in staff’s personal lives. (Re-location programmes for any PCN who goes over to the USA in any position
· Changes in emphasis as HCN and PCN employees mix.  (This risk is low, as UK and USA nationals are similar in culture which will be discussed in more detail later on)
· Risk exposure. (High costs involved in failure, risk of terrorism, school shootings which occur often in the USA)
· Broader external influences (Governmental legislation, regulations, state of the economy that can be different at any time to the Home Country)

The UK and the USA have worked closely together for years, building on from the ‘Special Relationship’ that is so often referred to in political terms. The similarities and differences between cultures can be discussed using Hofstede’s framework for national culture (Hofstede, 1991). This framework looks at the power distance, individualism, masculinity, uncertainty avoidance, long term orientation and indulgence in general of a country. Some critics of Hofstedes work say his work on culture classification cannot be determined through surveys (Schwartz 1999), culturally homogenetic in a world when one country can have many different cultures (Nasif et al. 1991) and out dated for the 21st century (Newman 1996).

Hofstede’s comparison found that the UK and the USA score similarly in all areas measured apart from long term orientation. What this means for the HR function is that US employees culturally are similar to UK employees so would be easier to manage using current practice and policy (Hofstede, 2018). With such low score compared to the UK on long term orientation, this could cause conflict if not managed well, as US nationals look for quick results to fix issues, whereas UK nationals look further ahead and look at the bigger picture more often. This will need to be taken into account by the HR team going forward.

Between year two and year five the business would look to expand operations and have more regional bases in the USA with their own HR and operational functions and from year five onwards Wetherspoon’s should be big enough in the USA to operate almost in its own entity, but taking key corporate strategy direction from the UK base.
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To first evaluate Wetherspoon’s potential position in the USA one must gather insight in the current market. There are currently over 66,000 bars and nightclubs across the USA which generates over $24bn (£17.4bn) in revenue annually, employing over 400,000 staff (IBISWorld, 2017). Bar and nightclub operators are attempting to respond to volatile growth and increased competition by diversifying with new concepts such as wine bars and cocktail lounges to attract new demographics.

New businesses are consistently entering the industry to satisfy new consumer trends. As a result, the industry has become more fragmented. Recently, bars are introducing healthier upscale menu items like craft beer and organic food to their menus to appeal to new customer tastes. In a health conscious society, many are choosing to cook at home and prefer low calorie, ethically sourced foods (Gagliardi, 2015). 

The most popular restaurant chains across the USA include McDonalds and Red Lobster, but there are no large national chain of pubs in the USA (Martin, 2016). The American version of pubs are called Taverns and many are independently owned. A profile of the bar and tavern industry in terms of what percentage of the market is represented by larger concerns, such as major hotel lounges versus independently owned taverns, doesn't exist. The American Beverage Licensees boasted 20,000 members throughout the 1990s and that number remained steady through the mid-2000s (American Nightlife Association, n.d). 

There are a large number of Irish pubs throughout the USA and St. Patrick's Day is the most popular time to visit a pub at that time where Irish-American culture is celebrated. St. Patrick's Day is the fourth most popular drinking day of the year, with 56% of Americans going out to celebrate, outdone only by New Year's Eve, Christmas day and the Fourth of July (Rossman, 2017).

Using PESTEL analysis, we are able to look at the Political, Economic, Social, Technological, Environmental and Legal factors that could affect Wetherspoon’s expansion into the USA. Conducting PESTEL Analysis in the UK shows why expansion is wise as highlighted below.

UK PESTEL Analysis

Political- the steady increase in alcohol tax over the last 10 years has seen a rise of 45% in the cost of a Pint which was £2.63 in 2008 to £3.63 to 2018, which is at least 6% over the rise in inflation (Office for National Statistics, 2018). This results in a pinch on consumers’ pockets as the cost of their pint has increased along with a basic cost of living. This would affect turnover which means Wetherspoon’s would need to reduce prices to keep consumers coming to their establishment. In essence, they would make less money on each pint to keep high footfall which is partially why Wetherspoon’s are so successful now in the UK.

Economic- The uncertainty over the UK’s decision to leave the EU has resulted meant that European alcohol markets are struggling as it is yet to be established what possible import taxes would be applied to the UK from countries like Spain, Germany, The Netherlands, Denmark and Belgium for popular beers such as Stella Artois, Carlsberg and Becks (Arena International, 2018). Not being a part of the single market has meant the UK will have to negotiate separate trade deals with the EU after Brexit which could result in a rise in import tax placed on alcohol. These additional costs will affect retailers and restaurants which could result in consumers buying Beer and drinking it at home as it would be too expensive after Wetherspoon’s mark up to enjoy a drink. 

Social- The UK’s Public point of view on drinking is somewhat negative. Reference to ‘Binge Culture’ over the last 10 years has resulted in governmental reviews of drinking in the UK as a whole, with drinking dropping to a 12 year low amongst adults, with 1 in 5 admitting they do not drink any more alcohol (Office for National Statistics, 2017). The health problems associated with drinking are at the forefront of incentives like dry January which saw three million people give up for the month of January (Petter, 2018). In a health conscious society, the reduction of alcohol intake can be seen as the first step to a healthy lifestyle and would negatively affect Wetherspoon’s sales of alcohol if this was to continue.

Technological- Over the past decade, social media applications like Facebook, Twitter,
WhatsApp and Instagram, have become intrinsic to the way that millennials socialise and develop relationships (Weilenmann, Hillman and Jungselius 2013). This results in less people socialising in public places and they can catch up with friends online instead of at the pub. There is no longer a reason for people to meet up to find out what anyone is up to, as it is already online for everyone to see. 

Environmental- This is not as important to Wetherspoon’s UK presence, but there are increased pressures for foods to be fair trade, organic, palm oil free and for companies to reduce their use of plastics. This includes a campaign for drinking establishments to abolish drinking straws as they are non-recyclable (BBC News, 2018)

Legal- The smoking ban in 2007 was partially blamed as a contributing factor to the closure of 7000 pubs between 2007 and 2015 (Triggle, 2017). Linked to other factors already discussed, such a change in legislation can damage the industry. A potential change to the numbers of units being sold in pubs to tackle binge drinking culture could also damage pubs, but mainly nightclubs in the UK.


USA PESTEL Analysis

With good reasons to justify why expansion may be necessary, one must now look at the risk factors that Wetherspoon’s would face in the USA. They can be outlined briefly below.

Political- After the election of Donald Trump in 2017, there has been great uncertainty as to Americas standing in the world. The protectionism from Trump on American jobs and American industry could be detrimental on foreign businesses wishing to open up in the US, especially if foreign nationals were hired (Robertson, 2017).

Economic- Over 14 million people are employed in the American restaurant industry, this works out as around 10% of nationals. Issues such as health care and minimum wage increase labour costs in the industry, which has resulted in restaurant operations to be more efficient to be profitable (Hays, 2015). The state of the national economy has direct links with performance of restaurants and drinking establishments because of the link between cutting back on leisure spending and the state of the economy. The better the economy, the more money people can spend going out eating and drinking.

Social- With the drinking age in America being 21, 3 years later than that of the UK, there has been an increase in underage drinking in the USA, with young people drinking to excess because of the lack of readily available alcohol (US Department of Justice, 2002). With enforcement on underage drinking being poor, there is public outcry to restrict alcohol sales nationally as a method to protect young people from the negative effects of alcohol (Wagenaar & Wolfson, 1994)

Technological- Much like in the UK, technology will cause barriers to social interaction in the USA. With 65% of Americans using social media, individuals are posting views and one sided debates online, which takes away the tradition of verbal discussion, which often happened in Bars and Taverns (Hampton et al, 2014).

Environmental- This mirrors the UK as cultures are very similar, with the public and federal government trying to promote good quality, ethical produce and reduce waste materials. 

Legal- As stated above, a smoking ban could cause negative impact on the industry as a whole. In the USA, it is still legal to smoke in public and indoors. UK pubs are considered more family friendly than the American bar and tavern which means it is more likely that there will be more smokers in taverns (Langford, 2015). Such a ban could cripple the industry more than it did in the UK.
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Operating in a new unknown area where the brand is unknown present’s significant risk to Wetherspoon’s and can be a factor in a failure of this project. Globalisation, over the last 30 years, has given businesses the chance to exchange goods, services, money and cultural activities (Jonsson & Foss, 2011). Internet, efficient logistics and technology have all created an environment where countries can trade between each other. 

Compared to companies that sell goods online, this business plan is looking at opening outlets in the USA which means there are more factors which need to be taken into account. Not only does the business need to understand regulatory barriers set in place by the US Government, but it needs to understand US consumer trends (Rosenbaum, Derby, & Dutta, 2015), supply chain issues and how to operate as an unknown brand in a new territory which is a well earnt comfort blanket they have in the UK.

The greatest barrier to success in this expansion is competition from other chains and companies. Using Porters five forces analysis, we are able to look at the American bar and restaurant industry to see potential difficulties or opportunities in this project (Porter, 1998). The five forces are as follows…

Competitive Rivalry- As highlighted earlier, there is no real national chain of bars in the USA. This could be down to a number of reasons, varying from the size of the country, scalability issues, different cultures across different states and the popularity of the bar industry as a whole. The popular restaurant chain TGI Friday started off as a bar chain in the 1960’s, but due to a lack of interest in drinking, it shifted focus towards food, which accelerated growth to operate internationally (TGI Fridays, 2018). This could be a positive as well as a negative for Wetherspoon’s because lack of competition could result in market dominance, but the negative would be why so few USA based chains have failed to achieve Wetherspoon’s proposed mission statement.

Supplier Power- Being such a large chain in the UK, Wetherspoon’s can benefit from already great deals with suppliers. With such an unstable economy in the USA post-recession, suppliers of beer know that price increases would only stop customers from drinking as it would become unaffordable which would result in losses for the brewery’s. 

Buyer Power- It is not in supplier’s best interest to increase prices at the risk of losing Wetherspoon’s business. With £1.5bn of sales in the UK in 2015 (J.D Wetherspoon, 2018), the relationship between supplier and Wetherspoon’s has been key to their success, being able to profit from such large orders with cost savings being passed down to the consumer. In the first two years of operating overseas, Wetherspoon’s would find it difficult to purchase beer quantities from new suppliers in the USA on a smaller scale which would result in higher costs, which could make going to Wetherspoon’s an unattractive proposition for potential regulars. Unless Wetherspoon’s could agree prices with the brewery’s themselves in Europe, they are at the mercy of local suppliers. Even buying direct from Europe comes with the risk of high import charges and compliance with state and federal law. (US Customs and Border Protection, 2018)

Threat of Substitution- As mentioned in the PESTEL Analysis, the only substitution to consuming alcohol and socialising with friends and family is through social media and drinking at home. Only consumer trends could change where people choose to drink alcohol, like moving the brew houses or cocktail bars.

Threat of new entry- There has been no real challenge to the American bar industry and no real threat to local businesses other than this proposed business plan from Wetherspoon’s.
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Before making recommendations, it is useful to summarise this opportunity using a SWOT analysis, which looks at Strengths, Weaknesses, Opportunities and Threats.

Strengths- This expansion venture is viable through Wetherspoon’s well established model in the UK. Being the market leader has given the company the best talent in marketing, operations, buying and selling in the UK which will be very useful in a new country. 

Another strength for this move is the similar culture the company would be moving to. There are comparisons in culture as discovered through Hofstede (2018) which would make it much easier to apply operational policy, marketing techniques and HR management to the American public, suppliers and future employees. 

Weaknesses- A PESTEL analysis conducted on both countries highlights many negative factors that could damage the industry as whole, not just Wetherspoon’s. The decision to expand abroad is partially because of a stunt in growth opportunities, much to do with the economic and cultural changes happening in the UK. Even though Wetherspoon’s are market leaders, a change in operation is needed to keep customers coming in and the USA looks to have similar problems and social values which could hinder this process.

Opportunities- A rise in British culture interest amongst Americans is a big part of the businesses global vision, especially in the next five years. Popularity in British TV shows such as The Crown, Downton Abbey and even the Great British Bake Off has Americans interested in British Tradition (Arnell, 2017). This has been exemplified by the upcoming wedding between Prince Harry and US Actress Megan Markle and the increased presence of British singers in the American Music charts such as Ed Sheeran and Adele (Ryan, 2017). With Americans flooding to niche places to eat and drink, a traditional British Pub is a gap in the market waiting to be exploited.

Threats- As highlighted before, there have been no real successful bar chains, though there are many successful restaurant chains in the USA. With no research into the reasons why chains haven’t materialised in the USA, it is unknown whether Wetherspoon’s ca scale to the size outlined in the proposed global vision. To be successful, Wetherspoon’s must constantly evaluate how popular the drinking part of the business is against the food side and change focus appropriately to reflect business performance.

The big threat to Wetherspoon’s success in the USA will be how the current Government, led by Donald Trump, treats foreign companies wishing to move into their country. Trumps protectionism means that he has highly taxed foreign imports to save American jobs and to put America first (The White House, 2017).  This could halt Wetherspoon’s expansion plans as increased costs through taxation could make this venture unattractive to shareholders and makes the project riskier than it already is.


After everything discussed in this business plan, I believe it is very high risk to go away from being a well-known brand in one country, to being a completely unknown in another. This is why it will take a minimum of five years to see proper growth in the US branch of the company whilst the brand develops. As long as the company understands the potential negative factors and mitigates these risks which have hindered expansion plans of other British companies, I am sure this project will be a huge success. It is with high recommendation to the board that this venture is approved, and investment given which will one day bring huge rewards to shareholders of the company. 
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