Greggs Plc.
Strategic Analysis of Greggs: Assessing Sustainability and Resilience in the UK Food-to-Go Sector


Introduction

Greggs plc has become Britain's top bakery food-to-go chain. It operates over 2,600 shops across the UK and employs around 33,000 people. In 2024, the company reached a significant milestone by surpassing £2 billion in turnover for the first time. Throughout its success, Greggs plc has remained dedicated to offering affordable, high-quality products for everyday customers (Greggs plc, 2024). This analysis examines both the internal and external environments of Greggs, utilising various frameworks. It focuses on sustainability and resilience strategies that support the company's competitive edge. Costa Coffee, a competitor of Greggs’, will offer insights for comparison and serve as a reference point for strategic decisions in the food-to-go and hot drinks market.


Internal Analysis

Porter's Five Forces Analysis

Porter's (1980) framework offers key insights into industry competitiveness through five forces that influence strategic positioning. Competitive dynamics create both opportunities and challenges for Greggs' growth in the UK food-to-go sector.

Competitive rivalry in the food-to-go industry is intense, with little product differentiation and low switching costs for customers. Greggs faces competition from many players, including traditional bakeries, coffee chains, convenience stores, and supermarket meal deals. This results in a fragmented market that heightens price competition. Costa Coffee also faces fierce rivalry in the coffee shop segment, holding a 38.3% market share in the UK by outlet count. However, this level of concentration differs from that of the bakery sector, where Greggs operates.

The threat of new entrants is moderate due to relatively low barriers to entry for small businesses. Starting a neighbourhood bakery or coffee shop requires modest capital. Regulations, while strict on food safety, do not stop new entrants. Still, Greggs benefits from a strong distribution network, manufacturing infrastructure, upcoming expansion in Derby, and solid brand recognition. These factors create significant advantages that shield the company from substantial threats posed by new competitors. Greggs achieves economies of scale in procurement and production that independent operators struggle to match.

Supplier bargaining power is moderate for Greggs. This reflects a diverse supplier base and the company's large purchasing volume. Greggs has wisely secured sustainable sourcing commitments, with 100% of its declared soy certified as sustainable and ongoing efforts to source wheat from regenerative agriculture (Greggs plc, 2024). These relationships balance cost efficiency with ethical standards, though climate volatility poses risks related to agricultural reliance on weather.

Buyer bargaining power is high in the food-to-go sector, where customers have many choices and face minimal switching costs. Price sensitivity is typical among the mainstream market segment that Greggs targets, so consistent value delivery is essential for maintaining customer loyalty. The rise of mobile applications and delivery platforms has improved price transparency, allowing consumers to compare options easily. Greggs has responded by launching a loyalty app and targeted promotions, creating switching costs for customers through accumulated benefits. Both Greggs and Costa Coffee offer loyalty programs, but Costa's premium positioning gives it slightly more pricing power compared to Greggs' focus on value.

The threat of substitutes is significant as consumers can choose from various meal options, including home cooking, supermarket ready meals, restaurants, and competing quick-service formats. Economic pressures increase this threat during times when household budgets are tight, leading consumers to cook at home instead of buying food. However, the convenience offered by food-to-go helps protect operators from these substitution effects, especially for time-strapped consumers who prioritise access over cost. Greggs' affordable price points reduce substitution risks more effectively than those of premium competitors, as shown by ongoing volume growth even during economic challenges.


SWOT Analysis

	Strengths
	Weaknesses

	· Strong brand recognition as affordable bakery option
· Accessible through 2600+ shops in the UK, primarily on High Streets and shopping centres with high footfall
· Positive community impact via Greggs Foundation (1,000+ breakfast clubs)
· Growing digital and delivery channels (app, Just Eat, Uber Eats, Deliveroo)
	· Limited global presence, reliant on UK market
· Limited evening trade, reliant on breakfast and lunch times
· Product portfolio concentrated in savoury foods (baked and cold prepared goods)
· Operational vulnerability due to centralised manufacturing

	Opportunities
	Threats

	· Expansion of evening and ‘drive-thru’ formats
· Expansion of plan-based and healthier foods
· Expansion of digital channels and customer engagement
· International market entry
	· Cost increases due to economic changes/recession
· Consumer preferences changing toward healthier options
· High competition level from grocers, coffee chains, restaurants and convenience shops


Greggs Plc. SWOT Analysis Table.

Greggs has significant competitive strengths based on its brand recognition. It consistently positions itself as a convenient, affordable, and accessible bakery choice for everyday consumers. With over 2,600 shops, the company enjoys excellent market coverage supported by a strong logistics system that includes several manufacturing facilities. Its financial performance demonstrates operational success, as Greggs has reduced its carbon intensity by 41.8% since 2019, while also expanding its operations. The Greggs Foundation operates over 1,000 school breakfast clubs, serving 75,000 children daily. This effort enhances the company's reputation and fosters connections with the communities it serves, cultivating relationships that extend beyond mere transactions.

However, being heavily reliant on the UK market is a weakness. Limited evening sales hamper revenue growth. The focus on savoury bakery products poses risks of substitution, even with recent diversification efforts. Additionally, reliance on manufacturing increases the risk of disruptions. Costa Coffee faces similar issues, including a lack of geographical diversity and operational losses, reporting a pre-tax loss of £9.6 million in 2023. This highlights the profitability challenges in the food retail industry.

Demographic shifts, such as urbanisation and changing meal patterns, support Greggs' growth. The rise of plant-based foods offers substantial growth opportunities, illustrated by the successful launch of the vegan sausage roll in 2019. This product attracted considerable media attention and encouraged customer trials, positioning Greggs as an approachable option for plant-based eating. The development of digital channels through a mobile app and delivery partnerships with Eat, Uber Eats, and Deliveroo broadens its market reach beyond physical stores. International expansion remains untapped and holds significant long-term growth potential as the UK's market matures. However, replicating the success of the domestic model abroad may involve cultural and operational challenges.

Economic fluctuations pressure profit margins, affecting even well-run companies. Increasing competition from discount retailers, specialised coffee shops, and convenience stores splits market share. Regulatory changes around nutrition labelling, advertising limits, and environmental rules impose additional compliance costs and operational challenges. Both Greggs and Costa Coffee face these environmental threats. However, Costa's premium positioning makes it particularly vulnerable during economic downturns, when consumers tend to prefer value options. In contrast, Greggs' focus on affordability offers some protection during tough economic times.


External Analysis

PESTLE Analysis

Political factors significantly affect food retail operations through regulations on food safety, labelling requirements, and employment laws. The ongoing effects of Brexit complicate supply chains and labour market availability, requiring management responses that add costs without creating corresponding revenue opportunities. Corporate tax policies influence profitability calculations, while government initiatives that support sustainable business practices align well with Greggs' strategic commitments. This alignment could provide competitive advantages as environmental standards become stricter.

Macroeconomic conditions influence consumer buying habits in the food-to-go sector. Greggs' value positioning offers some protection against economic downturns. Consumers who shift from premium options help drive counter-cyclical growth, offsetting reduced discretionary spending. Rising operational costs, such as energy, ingredients, and labour, squeeze profit margins and demand efficiency improvements. Interest rate changes also affect decisions on capital investment and property leases. Costa Coffee feels these economic pressures more keenly. The decline in foot traffic in urban centres and reduced discretionary spending has a direct impact on its revenues, leading to venue closures in 2025. This situation shows how premium positioning can become a burden during extended economic stress.

Social factors drive growth in food-to-go consumption. Time scarcity, urbanisation, and changing household structures push consumers to favour convenience over cooking at home. Increased health awareness plays a bigger role in purchasing decisions. Operators must balance indulgent menu items with healthier and more sustainable options. Greggs has responded with The Greggs Pledge, a five-year sustainability program that focuses on community welfare, environmental impact, and responsible business practices. Both Greggs and Costa Coffee recognise the importance of sustainability, but Greggs takes a community-focused approach, while Costa uses a corporate social responsibility model. This difference could lead to varying levels of stakeholder engagement and genuine connections.

Technology changes how customers interact and creates opportunities for better operational efficiency. Mobile ordering apps make transactions easier and allow for personalised marketing through behaviour data analytics, which can create switching costs through customisation. Delivery platform partnerships expand market reach beyond physical locations, but the impact of commission structures on profit margins requires careful management. Manufacturing automation boosts production consistency and labour productivity, helping protect margins despite rising wages. 

Legal requirements mandate compliance with regulations around food safety, employment law, health and safety standards, and consumer protection. Nutritional labelling laws and potential restrictions on marketing high-fat, salt, or sugar products introduce compliance costs and operational challenges, particularly for smaller businesses that lack dedicated resources for compliance. Employment laws, including minimum wage raises and workplace pension requirements, systematically increase labour costs across the sector.

Environmental factors pose both physical risks, such as supply chain disruptions, and transition risks due to obligations for low carbon emissions that require significant capital investments. Greggs has set science-based targets for reducing emissions, aiming for net-zero by 2040. The company has made notable progress, sourcing 97.1% of its electricity from renewable sources and converting the Enfield depot to hydrotreated vegetable oil. The company has set goals for packaging sustainability, aiming to achieve 100% recyclable, reusable, or compostable materials by 2025.

Stakeholder Analysis

Freeman's (1984) stakeholder theory states that an organisation's success depends on creating value for various stakeholder groups beyond just shareholders. This challenges the emphasis placed on shareholders that dominated management in the twentieth century. 

Greggs' 33,000 employees directly deliver customer experiences through millions of daily interactions. Investing in training and development programs helps retain talent and fosters career growth while creating internal job markets that lower recruitment costs. Mainstream consumers seeking affordable and convenient food and drink options comprise Greggs' primary customer segment. The loyalty app fosters customer loyalty through rewards and personalised messages, while collecting valuable data on buying habits. 

Greggs has delivered value to shareholders through profitable growth and steady dividend policies. In 2024, revenue surpassed £2 billion, reflecting investor confidence in the company's direction. In contrast, Costa Coffee, owned by Coca-Cola, has different priorities for shareholders. A current strategic review suggests the possibility of selling the business due to underperformance compared to acquisition expectations. Long-term relationships with suppliers support operational continuity and help achieve sustainability goals. Greggs collaborates with agricultural suppliers on regenerative farming practices and sustainable sourcing efforts, moving beyond simple transactions to create shared value. Local communities host Greggs' physical locations and provide a customer base, fostering relationships that extend beyond basic market transactions. The Greggs Foundation supports breakfast clubs, operates outlet stores in underserved areas, and partners with food redistribution organisations. 


Overall Analysis and Recommendations

Greggs shows strong sustainability and resilience strategies. This is clear from its consistent growth, even during economic challenges and disruptions caused by the pandemic. Duchek (2020) defines resilience in three stages: anticipation, coping, and adaptation. Greggs demonstrates strengths in all three areas. It uses diversified supply chains to anticipate issues, shows operational flexibility during COVID-19 for coping, and adapts quickly to changing consumer preferences. The company's value proposition aligns well with the cost-conscious behaviour of consumers during uncertain economic times, enabling growth that premium competitors often lack. The Greggs Pledge sustainability framework systematically addresses key environmental and social issues. It includes measurable targets and transparent progress reports, which improve accountability to stakeholders (Greggs plc, 2024).

When examining financial performance, the differences in outcomes underscore the impact of strategic choices. Greggs grew its revenue from about £800 million in 2014 to over £2 billion by 2024, representing an annual growth rate of more than 9%. While profit margins have faced pressures from inflation, they remain positive and sustainable. In contrast, Costa Coffee saw its revenues decline from £1.3 billion in 2018 to £1.22 billion in 2023, resulting in pre-tax losses of £9.6 million. These distinctly different outcomes stem from strategic differences, rather than just market conditions, since both companies compete in similar food-to-go segments that face the same external challenges.

Greggs' sustainability strategy is more effective compared to Costa. The company has set science-based targets and achieved renewable energy coverage of 97.1%. It has made progress in waste reduction and community investment, showing a genuine commitment (Greggs plc, 2024). While Costa Coffee has significant sustainability goals, its ability to implement them is limited by financial pressures that restrict funding for environmental projects. The key difference lies in how each company integrates sustainability into its strategy. Greggs treats sustainability as a core part of its business, using it as a competitive advantage rather than seeing it as just corporate social responsibility. This aligns with Schaltegger et al. (2019), who argue that sustainability adds business value when genuinely integrated.

Recommendations for enhancing resilience focus on improving weaknesses and leveraging strengths. Geographic diversification beyond the UK could help mitigate concentration risks as domestic growth slows. Expanding internationally through franchise agreements would lower capital needs. Optimising evening trade represents an opportunity for new revenue, requiring some operational adjustments but utilising existing infrastructure. Innovating the product portfolio, particularly with plant-based options and meal solutions, should continue to align with shifting consumer preferences while maintaining core bakery strengths.


Conclusion

Greggs has built strong sustainability and resilience frameworks that support its competitive edge in the changing UK food-to-go sector. The company's position at the intersection of quality, value, and convenience remains remarkably resilient through economic fluctuations, confirming management's strategic choices. Its sustainability commitments are genuinely integrated into the operational strategy and are measured clearly through The Greggs Pledge. This approach strengthens relationships with stakeholders while addressing environmental needs. The organisation's resilience comes from diversifying operations, managing the supply chain, and being strategically nimble. These factors position Greggs well for future challenges, although complacency can pose a threat to any market leader.

Comparing Greggs to Costa Coffee shows how strategic choices impact performance beyond each organisation's specific context. Both companies manage prominent physical locations and acknowledge the importance of sustainability. However, key differences in their strategic positioning, operational efficiency, and stakeholder engagement lead to varying performance results. Greggs' community-focused model, emphasis on value, and operational excellence provide lasting competitive advantages, even in tough times. Meanwhile, Costa Coffee's challenges, despite significant resources from Coca-Cola and established brand recognition, highlight that size is not enough without a clear strategic direction and excellent execution.

Environmental pressures will intensify, necessitating faster decarbonisation and circular economy efforts that exceed current goals. Consumer preferences will keep changing, demanding product innovation and experimentation with formats while staying true to brand identity. Organisations that manage these challenges well will show the adaptability and stakeholder-focused approaches discussed in various studies (Freeman et al., 2020; Duchek, 2020). Greggs' path suggests that maintaining a competitive advantage requires ongoing strategic evolution, genuine sustainability efforts, and genuine stakeholder engagement, rather than relying solely on past successes.
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