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Date:        September 31, 2013 

To:	Galen Weston jr., CEO, Loblaw 

From:	Megan Li, Vice-President of International Business Development, Loblaw

Subject:	The Benefit of Expanding Loblaw into the American Market

Since 1919, when the first Loblaw Groceterias opened in Toronto, our company has set some deep roots into Canada. Considering our success and rapid growth in Canada, it is evident that Loblaw is ready to branch out past the Canadian border into the United States.  This memo will explain why expanding into the States is the right choice, and will include the emerging market that Loblaw can penetrate in the United States, the benefits of expanding into America, and the strategy we would use to enter this market.


The Target Market

The target market, much like the Canadian one, will be middle to lower-middle class Americans.  Loblaw recognized, a very long time ago, that families in this market love the concept of value.  This is why, in 1978, the Loblaw Corporation created a chain of deep discount grocery stores called No Frills. With the creation of No Frills, we continued the trend by creating our new line of products, No Name, a brand that focuses more on what is in the box than on the box. With this, we became Canada’s middle class’ grocery store chain of choice (Loblaw, 2013).

While focusing on families with a budget, Loblaw will be competing with other big grocery chains, like the Kroger, Target, and Walmart, in the American market. Like these other chain grocery stores, particularly Walmart, Loblaw has more to offer than just groceries. With acquiring the clothing line Joe Fresh, Loblaw now sells high-end clothing for a low-end price (Loblaw 2013).  In addition to clothing, the purchase of Shopper’s Drug Mart, and its introduction into our grocery stores, will only provide more incentives for customers to choose Loblaw.  Offering these convenient every day items along with the list of inventory available at the Loblaw chains allows the shopper to complete all of their everyday tasks in one convenient location.

In addition to the variety and convenience that the American culture has become accustomed to, with the Canadian and American social culture being relatively similar, integrating Loblaw into American culture would not prove to be as difficult as would its integration into a different nation with a completely different culture. For instance, integrating Loblaw into Greece would be very difficult as everyone would be used to going to the fresh farmer’s market for their produce. In addition to the type of layout a grocery chain would provide, the products sold would be very different to a different culture than it would be to a North American grocery store. The introduction of Loblaw to America is more cost effective as the products would all remain the same and the market for grocery stores in America is one of the largest in the world.



The Benefits of Expanding into the United States

Through expanding past the borders of Canada, there will be a significant financial benefit with expected increase in sales and revenue. With a population almost 10 times larger than that of Canada’s, the United States offers a unique platform to increase sales exponentially.  With a successful plan of implementation, Loblaw could find a growth in the United States that Canada would not be able to offer.

Not only would there be financial gain to expanding into the States, but this would provide a platform into expanding into the global market.  The United States is the perfect country to start with, being so close, geographically and culturally, to Canada.  It is the perfect segue to becoming an international company.   


Implementing the Strategy

As stated under The Target Market, there are a number of competitors who offer an abundance of different items ranging from cleaning supplies to cosmetics. So the question now is: how can Loblaw compete?  The answer is through something we already provide, a loyalty card.

Many grocery stores now have access to collecting points through credit card purchases, like the Walmart Mastercard; however, only Loblaw offers PC Points.  PC Points is a loyalty card that accumulate points after every purchase, which can later be redeemed for free groceries.  

Studies show that loyalty cards do provide incentive for consumers to continue to shop at a certain store; however, only if they deem the rewards useful or valuable.  With so many loyalty cards on the market, Loblaw’s loyalty point system has really differentiated themselves by offering a good that everyone needs, groceries (Rowley, 2000).  Another study has proven that with useful rewards, the loyalty card will increase the consumer expenditure in the store and the customer to business lifetime relationship (Meyer-Waarden, L., 2007). 

Thank you for considering how and why Loblaw should expand into the United States. If you have any questions, please feel free to e-mail me at Megan.li@loblaw.ca or call me at (416) 212-2212 ext. 1212. I look forward to discussing with you the details of how we can penetrate this American market. 
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