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Executive Summary
The quick service restaurant industry in the United States had a revenue of $256 billion in 2018; this huge market is a perfect location for Greggs plc to expand its UK business to in order to drive profits for shareholders.
Initial market research shows that an expansion to America could be successful using a centralised, geographical structure by creating a US supply chain and operation, although further research is required to fully understand each facet of such a large proposal.
Once further research is undertaken and full due diligence undertaken, the company should aggressively proceed with the expansion in order to penetrate the American market.
Should such an expansion be successful, there is scope to further expand globally using the American operation as a blueprint for success, drawing together the best practice and avoiding any mistakes of the company’s first ever venture overseas.
1.0 Introduction and Background
During the meeting of the senior management team (SMT) in February 2019, it was discussed whether Greggs plc (hereby known as “the company”) should expand the existing business internationally by entering into the United States of America (USA) market.
An initial scoping activity was undertaken following the February meeting, which included baseline market research and an assessment of the risks involved. The information was presented to the SMT at a later meeting, and a decision was made to take the next step and develop an international business plan in order to enter into the American market.
This document therefore outlines a comprehensive overview of the company’s intended expansion, including significant market research and risk assessment, the organisational structure of the international development, the international business strategy and the marketing strategy to penetrate the market.
The report also includes recommendations based on the research and information provided, so that a final, evidence-based decision can be made with regards to approving the international expansion.
2.0 Corporate Global Vision and Goals
The company’s current UK-specific vision and values have resulted in continued success and value for the shareholders, with sales topping £1bn for first time as it defies high street slowdown and pre-tax profits rising by 15% to £82.6m in 2018 (Jolly, 2019).
It is therefore logical to propose that this ambitious vision and underlining values would carry over to the US market in a standardised manner, and continue to deliver the company’s primary goal of maximising value for its shareholders. The company’s global vision and values would therefore be:
Our vision... is to become the customers’ favourite for food-on-the-go. 
Our values... commit us to being enthusiastic and supportive in all that we do, open, honest and appreciative treating everyone with fairness, consideration and respect. 
Our people... are what makes our business successful. We aim to provide them with a great place to work, where they feel valued. 
Our commitment to making a difference... is deep rooted, and was cemented by the establishment of the Greggs Foundation in 1987. Along with our values, it forms the bedrock of our approach to Social Responsibility (Greggs, 2019).
3.0 Market Research and Risk Assessment
Naturally, significant market research and a risk assessment exercise is essential for the company to be able to make an informed, evidence-based decision about such a large scale expansion and investment.
It is vital to consider the external environment in which the company will be operating in:

Adapted from Oxford College of Marketing
3.1 Porter’s Five Forces Model
This framework is used to assess the level of competitive intensity within an industry (Professional Academy, n.d.)​; this tool will be particularly helpful in assessing the attractiveness of the proposed expansion to the USA.
Competitive Rivalry
· The quick service restaurant (QSR) industry in the United States had a revenue of $256 billion in 2018 (Statista, 2019).​
· The majority of this large market is comprised of on-premises restaurants and drive-thrus; the rest consists of off-premises dining (take-out) and cafeterias and buffets (Statista, 2019).​
· In 2016, there were 186,977 franchised quick service restaurants in the United States; a figure which has grown by almost 28,000 from almost a decade ago (Statista, 2019). The above statistics show that there’s a large sector to enter in to, with potential for high market growth.​
· There are no large competitors in bakery food-on-the-go, therefore the company has an innovative offering with a competitive advantage, resulting in a high level of differentiation which is vital. The largest American QSR competitors include Subway, McDonalds and Burger King (Tyler, 2018), all of which operate in the UK along with other bakeries; it could therefore logically follow that Greggs could flourish in the American market.
· This is a new market with new customers, with an opportunity to become a market leader in its niche, to gain market share from wider fast food competitors and to build a loyal customer base.​
· Larger competitors will probably have more advertising resource than the company, which is key given the newness of the product portfolio. For context, McDonald’s invested 1.51 billion U.S. dollars in advertising in the United States in 2017 (Statista, 2019).​ As such, the company will need to be astute in its marketing plan in order to maximize return on any investments in promotion.
Threat of New Entrants
· The product offering is largely new and unknown to majority of the population – this does differentiate Greggs though. As stated, there is a potential gap in market which could be exploited.​
· There is scope for economy of scale in this market, as it does with fellow QSR businesses.​ The QSR industry can be considered to be an oligopoly, with a few firms dominating. Despite this, it is possible for smaller firms to successfully operate in this market (Economics Online, 2019).
· The company will have to build customer loyalty with great products and excellent customer service.​ 
· The products could be replicated by competitors, given their size and resources. However, it is unlikely that new entrants will enter the market given the British origin and the company is the UK’s market leader.​
Threat of Substitution
· Customers could substitute competitor products for the company’s products e.g. sausage rolls for burgers.​
· There is a high level of differentiation for the company, but competitors could replicate similar products as part of their offering in order to compete.​
· The company could potentially be a cheaper option for customers when compared to some QSR products.​
· In the sector, it is easy for buyer to switch which could lead to increased competition.
Supplier Power
· Given the size of the QSR sector, there are lots of large suppliers available which means there is a large degree of scope to switch suppliers, resulting in low supplier power which is a positive aspect for the company.​
· There is scope to build a strong supply chain for the company. Also, there’s potential for large orders for suppliers which also limits their power.​
Buyer Power
· There is two ways to look at this: there’s not much power within bakery-on-the-go, but a lot within the QSR industry.​
· As mentioned, the company does have differentiation from competitors, so there’s potentially limited buyer power.
(Hooley, Saunders and Piercy, 2004).
3.2 Analysis of the Micro-environment
Micro-environment factors are those that are close to the business and have a direct impact on its success; therefore, a full analysis of the micro-environment is essential.
Competitors​
· There are a high number of large competitors in the QSR sector, but no large like-for-like bakery on-the-go competitors.​
· There is scope for competitors to replicate the company’s products in order to directly compete, but a limited threat of new entrants.​
Suppliers
· The company will need to set up supply chain in the USA to ensure quality of products; this could take considerable investment and time to introduce and refine.​
· However, due to the size of the QSR sector in USA, the infrastructure is in place to set this up, with relatively low supplier power.​
· To offset growing labour costs, distributors are using technology to run more efficient operations (Scott, 2015).
· Reconfiguring the purchasing process and supply chain is not an impossible task for larger operators, but it is often a costly one that takes time, so the company must get it right when setting it up (Duncan, 2016).
Employees​
· The company will need to recruit and train staff accordingly, using current HR policies, but with knowledge of local implications.​
· Wages will need to be in line with QSR sector to attract and retain staff.​ The recent Fight for $15 movement in America (a campaign to raise wages in the fast food sector) and the subsequent effects of this should be considered (Greenhouse, 2018).
· Great products and excellent customer service are at the forefront of business, so well-trained staff will be key.​
Shareholders​
· The company will need investor buy-in to action this expansion.
Media​
· Positive engagement with local media, communities and campaign groups will help launch the business with a positive image.​
· The company’s CSR initiatives will be key to launch with a positive image and PR in a new region. Getting off to a positive start will be paramount in the long term success of the expansion.
Customers​
· As with the UK-market, a very broad target market applies to the US market - everyone can enjoy the company’s products.​
· There is scope for viral/innovative marketing campaigns, given the uniqueness of products, and lack of understanding in the American market of the bakery on-the-go offering e.g. sausage rolls and pasties.​
· High-quality products and excellent customer service will be vital for building a loyal customer base, as has been the case in the UK.
· There is scope to introduce regional takes on core products to help break into markets e.g. a Texan sausage roll, or a New York pasty.​
· The company has high differentiation with low buyer power.​
(Kokemuller, 2018).
3.3 Analysis of the Macro-environment
The macro-environment is the broader context within which the company operates in the external environment; similarly, it is essential to analyse this environment also.
Political​
· The company will need to comply with regulations with relation to wages, hygiene and food quality.​
· Healthy options will be important in the political context.
· Variances in tax levels by state and differences in fiscal policy will need to be considered.​
· Differences in political structures by state/devolved governance will need to be considered.​
· External health research which could impact on the QSR industry e.g. American Journal of Public Health will need to be considered and continually monitored.
· Some states may offer incentives such as tax breaks in order to locate there, or even at the federal level (Foothold America) – this will need to be pursued further.
· A foreign brand expanding into America may be controversial in the current political landscape.
· Brexit could have knock-on implications which would need to be addressed once the exit strategy is finalised.
· The recent Fight for $15 movement in America (a campaign to raise wages in the fast food sector) and the subsequent political effects of this should be considered (Greenhouse, 2018).
Economic​
· The menu price is very competitive, even during times of recession.​
· There is access to a workforce even in times of recession due to the skill levels required.​
· The company will have to take into consideration the exchange rate and subsequent implications.​ It is inevitable that the extended period of Brexit may have a negative impact, with any downturn in the economy boding badly for GBP vs USD, and rates may have further to fall if the deadlock in parliament cannot be broken (Lovick, 2019).
· The company will need to consider variances in tax levels by state and differences in fiscal policy.​
Social​
· Health and lifestyle trends have an influence on the sector.​ According to the Centers for Disease Control and Prevention, between 2013 and 2016, 36% of adult Americans consumed fast food on any given day (Stern, 2018).
· Healthy options will be important.​
· The US and UK are culturally similar, and speak the same primary language of English, which is a key factor.
· A foreign brand expanding into America may be controversial in the current political landscape.
· British brands can be viewed as fashionable in America.
· Recent research has shown that people who earn more money dined on fast food more frequently than lower-income people. Among higher-income people, 42% chose to eat fast food on any given day; the figures were 36% for middle-income people and 31% for lower-income people (Stern, 2018).
Technological​
· The company can introduce a loyalty reward app, which can capture customer data and inform marketing and business activities.​
· The company can create American social media channels to engage with customers.​
· The ways to order food are changing e.g. ordering touchscreens in store, online, via apps etc., which the company will need to continually keep track with.​ About one-third of the restaurants in the McDonald's system have been transformed in accordance to the Experience of the Future campaign, including nearly 3,000 restaurants in the U.S (Kirk, 2018).
· The vast majority of America is well-established with regards to technology and offers a great infrastructure for businesses wanting to expand into it.
Environmental​
· A sustainable approach to recycling and waste management will be important, as will CSR activities which the company prides itself on already.
· The company will need to establish a sustainable supply chain.​
· The impact of time difference across both America and the UK should be noted.​
· Recently, a coalition of investors called on McDonald's, KFC, and other fast food suppliers to take swift action on climate change. The group, with around $6.5 trillion under management, wants the chains to cut carbon and water risks in their dairy and meat suppliers (McGrath, 2019); the company must react to and monitor this.
Legal​
· The company will need to comply with legal factors and regulations such as changes to food quality, packaging, waste management, marketing and sales etc.​
· The American banking system can be complicated, and thus the company will need to seek advice on this.
· In the US, producers adhere to a “Defects Levels Handbook,” which sets out the maximum number of foreign bodies like maggots, insect fragments and mould that can be in food products before they are put on the market; conversely, in the EU there are no allowable limits for foreign bodies in food products (Payne, 2018). Given the company’s commitment to quality products and the current regulations it abides to, this bodes well for the perception of the company’s portfolio in the US, and can be capitalised on for marketing materials.
· Listing all ingredients, including allergens, will be necessary, particularly in light of the tragic death of a teenager who had an allergic reaction after eating a Pret sandwich in the UK in 2016 (BBC, 2018), for obvious reasons.
CIPD (2018).


3.4 SWOT Analysis of the Proposal​
To conclude and summarise, an explicit analysis of the strengths, weaknesses, opportunities and threats (SWOT) of the project is also essential.
Strengths​
· There is potential for high profit margins and return for shareholders – economies of scale is also very feasible.​
· There is access to large a workforce and supply chain infrastructure.​
· The company has a successful history in the UK, which could be replicated in US.​
· The company has a strong UK brand; it is a family business at its core which could carry over to the US market well.
· The company offers high-quality, fresh and fast products at low cost, with excellent customer service.​
· Healthy options are available to differentiate the offering.​
· The stores are typically small so it is easier to penetrate the market at lower cost.​
Weaknesses​
· There is little brand awareness in US, which could be risky if there’s no demand.​
· The company will need to set up supply chain in the US which could be complicated and resource-intensive.​
· The company has a lack of experience in US market.​
Threats​
· There is lots of competition, even if not directly in bakery on-the-go.​
· The US market may not like the products on offer.​
· There are complicated tax and legal structures in America which will require bespoke expertise in order to navigate.​
· There could be supply chain and other ‘teething’ issues.​
· Exchange rates and other fiscal issues including difficulties in banking.​
· A negative reception in the US could impact the successful UK business.​
· The company’s products could be replicated by established competitors.​
· A comprehensive risk register and subsequent management protocols are required to continually navigate these risks and threats.​
Opportunities​
· There is a significant opportunity to gain market share and deliver long-term value for shareholders.​
· There is an opportunity to set up a franchising system once initial stores are established, with franchising being an extremely successful model in the USA.
· The company would have first-mover advantage, with potential to build new business connections which could benefit UK business.​
· Potentially, there is a huge demand which isn’t currently being met.​
· There is potential for state and federal tax (and other) incentives, which lowers the financial burden on the company.​
· The business can diversify its income, and offset potential negative growth in other markets.​
· There is potential to introduce regional takings on core products; this adaption could prove to be very successful.
4.0 International Organisational Structure
It is proposed that a centralised, geographical divisional structure is introduced in order to implement this expansion.
A centralised structure will allow decision-making powers to be retained in head office, with SMT being able to continue to make critical decisions (Corporate Finance Institute, 2019).
Furthermore, a geographical divisional structure will ensure the company can be near the American supply chain and the customer base. The structure will also bring together many forms of business expertise, allowing both geographies to make decisions from a more diverse points of view and with greater flexibility.
However, this structure can lead to decision-making becoming decentralised, so the company must continually monitor this risk to ensure that the American division doesn’t develop too much autonomy, which could potentially negatively impact the company’s brand and reputation. In addition, there could be communication issues between the same departments but in different locations which need to be monitored e.g. the Marketing departments could have differing or conflicting messages and campaigns (Devaney, 2019). These issues are acceptable as long as they are noted in the risk register, and action is taken to navigate or minimise the subsequent risks.
The proposed hierarchy can viewed below:

5.0 International Business Strategy 
In order to enter the American market, the company will need to set up and invest in a supply chain operation in order to continually source the menu, whilst ensuring quality and freshness, rather than exporting from the UK which would compromise the quality of the products on offer.
As with the UK business, ownership of the company’s supply chain means that we can make good, freshly prepared food, accessible to everyone at great value in an extremely competitive market place (Greggs, 2019). The company will need to have a transparent, ethical and sustainable supply chain also. 
A separate comprehensive supply chain and logistics report is required to fully map and outline this process.
5.1 Retail and Franchising
It is proposed that the company will own key shops in key locations in order to enter the market and launch the brand in the USA, which can then be built on if successful, but then to offer a franchising arrangement in order to exponentially expand. These locations would include retail parks, shopping centres, industrial estates and office parks.
A successful US franchising arrangement could be very lucrative for the company, with the benefits including:
· Access to capital
· Particularly motivated management
· Speed of growth
· Staffing leverage
· Ease of supervision
· Increased profitability
· Improved valuations
· Reduced risk (Siebert, 2015).
As previously stated, localised variations on core products will be key in achieving and exceeding profits, as has been evident with competitor institutions who have experienced global success. For example, there are 3,469 Domino’s Pizzas located outside the US, and consumers in India can order a curry pizza, those in Australia can have prawns and pineapple on their pizza, and in Japan, tuna is a popular topping (Daszkowski, 2018). This can be replicated for the different regions and demographics within the USA. A budget for research and development (R&D) to maximise these adapted products is therefore required for the US market.
5.2 Pricing
It is proposed that the pricing structure will be the same as the UK, relative to competitors in a standardised approach, but naturally converted into dollars and rounded if necessary. For example, if four sausage rolls costs £2.85 and a Big Mac costs £3.09 in the UK, with a Big Mac costing $3.99 in the US, then it would be logical for four sausage rolls in America to cost $3.69.
The pricing will need to be further tested with the American market but the logic of indexing against key competitors should be followed to give benchmark figures.
Given the American market is so unaware of the portfolio, there could be scope to charge slightly more, depending on how the products are received and marketed.
5.3 Packaging
It is proposed to undertake user research with the target market using the current packaging as a benchmark to see what would best suit the American market; adaptions may therefore be required to best fit into the market. 
5.4 Human Resource Management
The current human resource management systems in place can be replicated for the American operation, but tailored as required to best fit the environment.
5.5 Accounting and Finance
The current financial management systems in place should be replicated for the American operation, but tailored as required to best fit the environment, given the potential complexity with the American system and conversion of money.
5.6 Management of American Branch
A comprehensive recruitment process is required to ensure that the correct individuals are in place to manage the American operation closely. Given that the proposed expansion is a venture in to the unknown with significant risk, it is advised that a mixture of current experienced company executives, and experienced US-based fast good executives will be the best management structure to drive the new venture forward.
6.0 International Marketing Strategy
In terms of the international marketing mix, the product, price and place have been identified and explained in the previous sections, standardised and adapted as appropriate, but the following section focuses on the promotion of the company’s products in the American market (Wade, 2016).
As with the UK-market, the company’s target markets are the food-on-the-go sector and all consumer demographics. The market research undertaken in section 3 will help to underpin an evidence-based marketing strategy.
As was widely reported in 2017, the story of the company’s controversial Christmas advent calendar made its way across to the USA, with many Americans confused about what a sausage roll actually is. On Twitter, USA Today referred to a sausage roll as a “delicacy”, calling it “a pastry wrapped around sausage meat” (Moss, 2017). 
The newly launched vegan sausage rolls also gathered huge interest in both the press and on social media; this press and genuine interest can be capitalised on in the American market.
A fully-integrated, targeted marketing plan, underpinned by evidence, would include:
· A guerrilla marketing campaign of giant sausage roll structures in key city centres across the USA, to help raise awareness of the launch. Free tasters can also be given out around these locations and near shops to give potential customers a taste of the Greggs experience, with subsequent word-of-mouth then taking place.

· A strong digital presence including Google, Spotify and social media advertising, being careful not to have mixed messages with the UK market, using the #GreggsInAmerica hashtag, which can actually be replicated should further expansion take place. There’s a general conception that Americans are interested in British culture, so this can be capitalised on.

· The creation of a National Pasty/Sausage Roll Day (as near as possible to launch day) to help gather interest, and encourage customers on that particular day, which is replicated every year.

· Strong engagement with local press and radio will be key, and vouchers/coupons can be introduced with introductory offers to encourage customers.

· Key influencer marketing – potentially a British celebrity who is well known in America. The content would be along the lines of ‘you don’t know what you’ve been missing!’ / I’ve had a Greggs – have you?’. America’s extensive commercial and outdoor advertising network will be key also.

· Customers will be encouraged to sign up to a loyalty app once they order from the menu. Not only will this allow the company to push marketing messages on mobile devices, it will also provide invaluable insight into the American customer base; this, combined with the collected buying information, will be hugely advantageous to the company, allowing us to react, amend and evolve to the relatively unknown market accordingly.

· As stated above, the regional variations on core products will help capture the imagination of the US market also.
Continually capturing feedback from customers and the return-on-investments of marketing activities will be fundamental in the success of the expansion.
Ultimately, the company’s consistent offering to customers: high quality food and drinks; great value; convenient shops; and great service will leave our customers extremely satisfied and likely to return on a regular basis, which will drive profits for shareholders. Once customers try Greggs for the first time, they will more than likely return – this needs to be the guiding principle of the marketing plan.
7.0 Conclusions
Based on the initial market research undertaken, there is potential for the American expansion to be very successful and profitable for shareholders. Naturally, an expansion of this size and scale carries with it a considerable amount of risk, which needs to be noted, minimised and navigated.
Further comprehensive research will be required to exactly detail each area of the business, including the supply chain, general operations management, human resource management, pricing, packaging, business development and marketing. Formal strategies will need to be created and agreed by SMT also.
If this expansion is successful, there is scope to further expand globally using the American operation as a blueprint for success, drawing together the best practice and avoiding the mistakes of the company’s first ever venture overseas.

8.0 Recommendations
From creating this report, I propose the following recommendations:
· To undertake further research into each area of the expansion to ensure the company fully understands the entire scale and scope of the project.

· Following the due diligence mentioned above, to proceed aggressively with the expansion, using the research undertaken to make data-driven, evidence-based decisions.

· For SMT to continually monitor the external environment in America, taking relevant action to maximise the opportunities and minimise the risks which arise.
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