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Risk and Strategic Planning Analysis

The following paper is a risk and strategic plan for California Breeze to enter the Asian market of Hong Kong of the Peoples Republic of China.  This paper will identify what it takes to do business in China as well as the country’s strengths and weaknesses. 
Political/Legal/Regulatory Risks


The risks in running this type of restaurant in Hong Kong will be minimal because of the multitude of various restaurants already running there plus Hong Kong does not have any regulations with the environment we will be offering to the clients. California Breeze will have a local international legal firm take care of all of our legalities so that we are not caught in the unknown loops of bureaucracy. The political environment at this time is quite good and many companies continue to enter Hong Kong and prosper.
Exchange and Repatriation Risks

California Breeze Restaurant will need to evaluate exchange rate of China and the United States.  Currently $1 U.S. dollar is equal to $7.77 Hong Kong dollars (XE Converter, website).  Since the Hong Kong dollar is stronger than the U.S. dollar it is important for California Breeze Restaurant to get equally paid for the products that they will get in U.S. currency and ensure that the profit of their products is correct.  
Competitive Risk Assessment


In the Hong Kong area there is no competition for the type of atmosphere and menu selection offered at California Breezes.  
Taxation and Double Taxation Risks

Expanding into another country, a company needs to do research on the tax laws that could affect them.  Making sure that there is a treaty with the US and Hong Kong that will protect California Breeze Restaurant from double taxation is important to know and understand. 


American businesses look at the bilateral trade agreement for WTO that was signed between the two countries ion 1999.  This trade deal allows for almost all types of businesses to directly work within the Chinese economy, it has increased the access for US exports “across a broad range of commodities and elimination of barriers” (Sino mania! Website, 2005).  This agreement is established on a tariff-rate quota (TRQ) system for imports “of bulk commodities, e.g., wheat, corn, cotton, barley, and rice, that provides a share of the TRQ for private traders” (Sino mania! Website, 2005).  This helps to cut tariffs on an average of 9.4 percent overall and 7.1 percent on US priority products (Sino mania! Website, 2005).    

Market Risks


California Breezes Restaurant will offer a unique product that will set it apart from the normal Chinese cultural restaurants.  We will position our restaurant in a location that is both easy for the locals to access and easy for the American business person also.  Our promotions will involve items and times, such as a lunch happy hour, that are flexible with the culture we are entering.  Breezes will offer a menu of California inspired dishes that are unique and flavorful with some dishes that are also cultural for the area for those who may not want to branch out. 
Distribution/Supply Chain Risks

An examination of supply chain issues reveals the overall complexity and number of issues which could develop for a company like The Breeze Restaurant.  More specifically, for California Breeze Restaurant issues of logistics, regulation, control (in general and specifically of quality) comes to the forefront.  All these issues can individually and in aggregate lengthen the supply chain and as a result increase costs well beyond the optimistic predictions of the savings to be gained from outsourcing.  However if the issues are identified and analyzed, companies like California Breeze Restaurant can control the supply chain.

It can be proposed that the tremendous growth in global trade experienced in recent decades and the liberalization of closed economies were, in large part, correlated with large investments in designing and managing vast supply chains that span countries and continents. The advances in outsourcing (particularly off shoring) and supply chain management have ushered in such immense successes for many companies that it is often depicted as something of a magic bullet - a panacea for all the operational woes of catering to an increasingly fast-paced, competitive, and consumerist market.  Often businesses are buying into this outsource and supply chain euphoria. A study conducted by AMR Research indicates that more than three-quarters of the 300 North American manufacturing and distribution companies surveyed had developed supply chain organizations (McKinsey & Company, 2005).
Social/Cultural Risks

There are several aspects of Chinese business culture that the management of California Breeze Restaurant should consider to increase his/her effectiveness.  

Making Appointments – In the Chinese business culture, being late for an appointment is considered quite rude.  The majority of Chinese workers take a break between 12 pm to 2 pm.  When scheduling appointments, the manager must be sensitive to holidays such as National Day and Chinese New Year.  (Allembassies.com, 2006).  

Dress Sense – Conservative suits and ties in subdued colors are the norm in the Chinese business culture.  Bright shades of any variety are considered unprofessional.  Flat shoes or low heels are the primary footwear options for women due to the emphasis on being conservative.  This applies especially if someone is relatively much taller than your hosts.  On the other hand, high heels are acceptable only at a formal function hosted by a foreign diplomat (China Window, 2006). 

Conversation – It would be ideal for California Breeze Restaurant management to prepare them by studying aspects of Chinese history, language and culture.  This knowledge will be appreciated (IMFrance.com, 2006).

Women - The social status of Chinese women has changed dramatically in recent years. China was one of the first signatories of the Convention on The Elimination of All Forms of Discrimination against Women.  (Allembassies.com, 2006).
Management Practice in China - The collectivist orientation of relationships and concern for harmony in Chinese culture might affect crucial aspects of teamwork, such as a common purpose, task interdependence and group orientation.
Negotiations - The Chinese are evasive and indirect in their form of communication which can cause significant risks.  When negotiating with the Chinese it should be remembered that they are, in general, more accepting of change. This means that a meeting can take several directions and does not necessarily have to follow a rigid structure.  Furthermore, the Chinese are willing to take risks and will thus be more accepting of proposals that other cultures would not even consider i.e. high risk = high return (China Window, 2006).  
Cyber/Technology 

Technology for California Breeze Restaurant will be important for purposes such as placing orders and keeping up with other matters such as financial needs and ordering of supplies.  This will allow for California Breeze to be able to keep trace of theirs sales and what items off of their menu are popular and help them to maintain their inventory.  
Physical Environment

The physical environment of China can present many challenges to companies doing business in their region.  The shear size of China represents problems in supplying your company with the necessary goods and the lack of developed infrastructure in parts of the country can delay deliveries.  The eastern and southern coasts are prone to natural disasters and because of this companies must take into account how this aspect of China’s physical environment will affect day to day business.  For instance, how is our company going to react in the event of a natural disaster; when do we re-open and how will our company contribute to the local governments efforts to help in order to build good will.
Management of Risks SWOTT

In order to effectively manage the risks of doing business in China an effective SWOTT analysis has to be derived in order for management to effectively manage potential risks.  

· Strengths: The strengths include the vast cultural differences, total population, ASEAN trade pact, evolution of market-based economy and “foreigners can own 100% of equity in foreign investments” (p.10)

· Weaknesses: Governmental corruption, unemployment rates, aging population, environmental concerns, “frequent blackouts and foreign exchange instability” (p.10)

· Opportunity: Technological producer, political system open to favors, “Open Skies” air transport policy is attractive to air cargo and logistics operations” (p.10)

· Threats: Natural disasters, economic gap of the population, terrorism, “China’s entry into the WTO, large market and low costs present competition” (p.10) 

· Trends: Reduction in energy consumption, expected increase in GDP of 45 percent by 2010, future trade pacts with Japan and Korea and entry into the World Trade Organization (WTO).

Strategic Planning Process

Define Mission and Objectives


Our mission is to combine the two different unique cultures into one dining experience.  Our objective is to enter this international market by introducing a unique product unlike any other in the Hong Kong region.  
Assess internal/external Environment SWOTT
Strengths -   Superior innovation: the California Breeze founders were very original when they designed the concept for the company.  Because of its superior innovation, California Breeze will be able to achieve a competitive advantage by offering its customers' quality food in a fun and relaxing environment.  Purchasing will be dedicated to obtaining the highest quality ingredients and supplies because management is fanatical about quality.  By purchasing quality products, California Breeze will be able to offer quality meals to its customers.  Excellent human resources management as well as focusing on productivity and efficiency of its employees, California Breeze focuses on their long-term well-being unlike others in the industry, California Breeze will offer their employees health benefits.  Well-developed strategy: Breeze Restaurant has identified itself to have a differentiation strategy by achieving superior quality, efficiency, customer responsiveness and innovation.

Weaknesses - Mexican cuisine being fused with Asian and Pacific Island Cuisine: First, this variation of foods may or may not mesh well together in the Breeze Restaurant.  It is possible that there are Chinese people who have never tasted Mexican cuisine and may get turned off by the concept.  
Opportunities - Diversified menu offerings: this coincides with the threat that customer tastes change.  One trend was that more people are turning away from beef. Adding varieties of chicken and pork in addition to seafood to the menu could be beneficial.  Vertically integrated backwards by California Breeze could opt to purchase small companies that supply the products that they need.  This will also add to expanding the core business in the future, as the company will be entering new related business.

Trends – Live entertainment is always a growing attraction for restaurants.  California Breeze will capture their audiences with sound, music, lights and interactive entertainment.  
Threats - Economic downturn: a slow down in the economy would truly hurt a bistro such as California Breeze, because it is considered a luxury restaurant to some extent.  Increases in industry rivalry in a saturated market means new entrants will be coming up with new innovative ideas because the industry is already overcrowded with cost-leadership restaurants. Such company’s could take from the California Breeze market share or develop an offer for the same niche.

Alternative Strategies


The four possible strategies in international business are global, international, multi-domestic, and transnational. All of these pertain to larger companies looking to expand into the larger markets, whereas we are starting off overseas and hoping to continue expanding all over the world with our eclectic restaurant. 


Make Selection


Transnational is the best choice for it has the most benefits gaining the experience of curve effects, using local economy, staying specific in style and not generic, and use the experience as a learning process. The major problem with using transnational is that it is hard to manage the organization and coordinate everything appropriately. Again this will not be such a problem with California Breeze because it is a smaller outfit and the amount of organizational problems that will occur can be handled compared to a larger corporation with over 100 employees.
Mode of Entry into Market


Hong Kong is a city full of diverse and a multitude of restaurants from many parts of the world, we have considered several strategies on how to enter the market and to proceed. The idea of franchising or licensing is not feasible because this is our first restaurant. Both of these ideas are for companies that have already have at least one location set up and are looking on expanding. Since we have chosen a service industry export is not an option and neither is turnkey project for the setting up of a restaurant is not as difficult as more complex manufacturing like a pharmaceutical company. This leaves either joint venture or all-out wholly owned business or subsidiary. Joining another company or partner will definitely help with adjusting to local laws, tastes, location, and local employee management, the lack of control is present and one that we do not want to give up in our first venture.


The decision to enter the market by opening a restaurant wholly owned is the best option for California Breeze restaurant to give complete control of operations and also since it is only a restaurant, the amount of risk financially is a lot smaller than it would be for a chemical manufacturing company or computer software company. By having complete control over the restaurant, California Breeze will be able to keep with the original idea of Californian Fusion and be able to manage the process of having the local and expatriate consumers experience it without compromise.  To be able to keep control and evaluate all aspects of the business, Breeze will have evaluation forms that will be given to customers upon receiving their bill from their waitress/waiter and return it to Breeze through mail or to the restaurant.  This will help Breeze to determine if they are entering into business that will benefit in the Chinese market.  By evaluating how they are serving the area Breeze will be able to determine if their company is doing well in the market and if they are an effective asset to the region. 

Control and Evaluate

To be able to keep control and evaluate all aspects of the business, Breeze will have evaluation forms that will be given to customers upon receiving their bill from their waitress/waiter and return it to Breeze through mail or to the restaurant.  This will help Breeze to determine if they are entering into business that will benefit in the Chinese market.  By evaluating how they are serving the area Breeze will be able to determine if their company is doing well in the market and if they are an effective asset to the region.

Devise Contingency Plan


An alternative should our business plan fail is to align ourselves with a established restaurant through a joint venture.  By aligning ourselves with an established restaurant we can introduce our California cuisine to the local market.  After approximately five years California Breeze will be able to identify the success of its product and with valuable experience in the local market we will attempt to open our own restaurant. 
Conclusion

California Breeze Restaurant is expanding operations into the city of Hong Kong in The Peoples Republic of China.  This strategic plan is an outline of the obstacle and opportunity that California Breeze will incur while setting up our new restaurant.  Hong Kong is a highly diverse and modern city that has a variety of worldly cuisine.  California Breeze’s menu should add to the already diverse culture and taste.  This plan should give us an understanding of the local culture and governmental regulations in order to ensure that our restaurant has the best chance of success.  
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