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Memo 
To: Steve Ells, Chairman and Co-CEO of Chipotle; Montgomery Moran, Co-CEO 

From: Mark Wysocki, Consultant 

CC: Richard Linowes 

Date: March 16, 2011 

Re:         Chipotle Expansion to Amsterdam, Netherlands 

Executive Summary 
 
Chipotle is an energetic and fast-growing company within the fast food restaurant sector. It is 
widely known for its large burritos, assembly line serving style and use of natural ingredients. 
Chipotle’s menu consists of burritos, burrito bowls, hard and soft shell tacos, salads and chips. 
The simplicity of the menu along many different possible combinations allows for a strategic 
plan to minimize overhead costs. Chipotle considers itself a fast-casual restaurant although its 
primary competition is fast food restaurants along with some casual dining restaurants. All of 
Chipotle’s restaurants are company-owned rather than franchised. As of December 31, 2010, 
Chipotle operates 1085 restaurants located across the United States, Canada and in England. 
They are currently considering expanding internationally in Paris, France and Munich, 
Germany.1 Keeping this in mind, this plan proposes that Chipotle should continue its 
international expansion into Europe and open a location in Netherlands. The expansion to 
another major city in Europe will further solidify the global awareness of their restaurant 
specifically due to the heavy traffic of tourism in Amsterdam.  
 
Company Profile 

                                                      
1 http://www2.qsrmagazine.com/articles/features/138/global_growth-3.phtml 
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Founder and CEO Steve Ells opened the first Chipotle restaurant in 1993 in Denver, Colorado 
at a former Dolly Madison Ice Cream location. By 1997, thirteen more restaurants had been 
added to the Denver area. In 1998, the restaurant continued to grow and brought in outside 
investors. Among these investors, McDonalds bought a majority interest. The company 
expanded further in 1999 by adding locations outside Colorado in Minneapolis, Minnesota 
and Columbus, Ohio. By 2002, 100% of served pork and chicken was naturally raised. 
Research was underway to make all their served products as natural and organic as possible. 
In 2004, CEO Steve Ells announces the now widely popular marketing slogan “Food with 
Integrity.” Chipotle went public in 2006 on the New York Stock Exchange. The stock rose 
100% in its first day as a public company which made Chipotle the best United States IPO in 
six years. The money from the offering was used to fund new store growth and at this point in 
2006, Chipotle had nearly 600 store locations. In October 2006, McDonald's fully divested 
from Chipotle. McDonald's invested approximately $360 million into Chipotle, and took out 
$1.5 billion. Chipotle was voted #8 in the nation in fastest growing companies, based on 
United States sales in 2009. Chipotle hits its 1000th restaurant in 2010. In May of 2010, 
Chipotle opened its first European restaurant in London, England, which is currently thriving. 
At the beginning of 2011, Chipotle operates 1085 locations. Chipotle has prospective locations 
set in Paris, France and Munich, Germany which are expected to open within two years. 
Additionally, in 2011, Chipotle plans to open a similarly run restaurant in the United States 
that offers Asian styled food rather than the Mexican styled food of its typical restaurant.2 
 
Why Expand?  
 
Chipotle strives to be unique in its approach to the fast food industry. The company 
separates itself from their competition with their large burritos, the “food with integrity” 
marketing campaign, their natural ingredients and sustainable store design. Its growth is 
remarkable as fourth quarter net income in 2010 grew 47% and the market pushed the 
stock up more than 5%.3 It is extremely competitive within the fast food industry 
however Chipotle has prospered throughout 38 US states along with locations in Canada 
and England, opening 129 new restaurants in 2010. Chris Arnold, spokesman of Chipotle, 
said that “Chipotle is doing well at its first overseas spot in London. Business has been so 
good that the company is actively looking for more sites there. There are a number of 
other European markets where Chipotle would also do well.”4 Therefore, it is important 
for Chipotle to effectively place themselves in the major European cities in the near 
future to build their brand awareness and capture the global market in the ensuing years.  
 

                                                      
2 www.chipotle.com 
3 http://ir.chipotle.com/phoenix.zhtml?c=194775&p=irol-newsArticle&ID=1527786&highlight 
4 http://www.investors.com/NewsAndAnalysis/Article/564681/201103021429/Mexican-Food-Chain-
Sets-Its-Sights-On-London-And-Paris.aspx 
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As Chipotle is currently planning to expand to nearly 140 new restaurants in 2011 and 
into Paris, France and Munich, Germany in the near future, I believe that Amsterdam, 
Netherlands is a major European city that the restaurant will be successful in and 
therefore, should also enter this market.5 
Stifel Nicolaus analyst Steve West expects “Chipotle's cooking methods to serve it well in 
Europe, where people are more attuned to where their food is sourced and what's in their food 
than most Americans are.” Additionally, “there's a bigger supply of naturally raised foods in 
Europe, making sourcing more efficient for Chipotle,”  
West says. 6 
 
Dam Square, Amsterdam will be a primary location to expand Chipotle. Amsterdam is one of 
the most popular tourist destinations in all of Europe, receiving more than 4.63 million 
international visitors annually. The number of visitors has been growing steadily over the past 
decade. This can be credited to a large increase of European visitors. The majority of tourists, 
about 74%, are from Europe. With residents from all over Europe visiting this location, the 
brand awareness overseas should skyrocket from this expansion. The largest group of non-
European visitors, about 14%, is from the United States.7 As a result, the number of American 
tourists will also benefit this location’s success as they are already accustomed to what 
Chipotle offers. This location will have the right potential customers that Chipotle wishes to 
appeal to and therefore, this would fit right into Chipotle’s target market.  
 
The Fast Food Industry in Amsterdam/Netherlands 
 
The economic recession in Netherlands allowed the fast food industry to thrive against initial 
belief. Within the recession, many consumers chose more affordable food choices which 
resulted in consumers relying on fast food outlets. Consequently, fast food was one of the few 
foodservice sectors to grow during this time period. Additionally, technological advances and 
new product development encouraged an unhealthier lifestyle thus improving the image of 
fast food in Netherlands. These factors played a major role in the success of the fast food 
industry over the past few years. 
 
Burger fast food restaurants have been extremely successful in Netherlands which largely 
contributed to the success of the fast food industry. During 2009, McDonald’s and Burger 
King performed very well in this segment where consumers were interested in down trading 
from full-service restaurants to burger fast food. Both McDonald’s and Burger King offer 
seating for families and affordable prices. These factors were important in contributing to their 
good performance. The result was that burger fast food was one of the main forces behind the 
overall growth of fast food and delivered the highest value sales growth within the category in 
2009 and 2010.  
                                                      
5 http://ir.chipotle.com/phoenix.zhtml?c=194775&p=irol-newsArticle&ID=1527786&highlight 
6 http://www.investors.com/NewsAndAnalysis/Article/564681/201103021429/Mexican-Food-Chain-
Sets-Its-Sights-On-London-And-Paris.aspx 
7 http://www.iamsterdam.com/en/visiting 
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Of all fast food restaurants, McDonald’s is the leading player in the Netherlands with 220 
locations. McDonald’s is not only the largest and most profitable brand, but it also is one of 
the most present in marketing and promotion. Additionally, Burger King and Subway are 
major competitors in the industry.  
Aside from Burger fast food, bakery products fast food is another major category within the 
industry in the Netherlands in 2009 and 2010. Bakery products fast food registered modest 
growth of 1% in 2009 and .3% in 2010.8  
There will be big competitors that Chipotle will have to overcome to be successful in 
Amsterdam, Netherlands. However, Chipotle has had the same competitors in the United 
States and managed to rise above them. As the global economy continues to improve, the fast 
food industry in Netherlands will thrive which makes this next year a vital time frame to 
expand Chipotle to this region and capture this available market share. 
 
Financials  
 
Chipotle is currently worth $1.121 billion. In 2010, their net income was nearly $179 million, 
an increase of 41.1% from 2009. Their 4th quarter revenues were $482.5 million, which was 
an increase of 24.5% from 2009’s 4th quarter.9 The company is doing extremely well and 
growing rapidly. It is important for Chipotle to continue to expand; however, they must 
expand intelligently. We can take into account how Starbucks was an extremely fast growing 
company in the early 2000’s but then had to shut down numerous restaurants as they stretched 
too far, too quickly.  
 
In analyzing the Dam Square, Amsterdam location, there will be initial costs in expansion. 
One of the major costs that will be vastly important is an increased amount of 
marketing/promotion. Upon opening the store amongst the city of Amsterdam where many 
Europeans and tourists are not aware of what Chipotle has to offer, in will be essential to 
develop awareness. It will be 5-10 years before Chipotle has truly developed into a key fast 
food restaurant in Europe and advertising will greatly assist the process. Additionally, it is 
reasonable to estimate that there is a high demand for these restaurant and shop locations in 
Dam Square so the rent will be moderately high.10 However, with the large influx of potential 
consumers, estimated revenues should also be high.  
 
As previously mentioned, Stifel Nicolaus analyst Steve West stated that “there's a bigger 
supply of naturally raised foods in Europe, making sourcing more efficient for Chipotle” so 
this very important factor will not be a major issue. This is extremely significant because 

                                                      
8 Euromonitor Passport GMID Database 

 
9 http://ir.chipotle.com/phoenix.zhtml?c=194775&p=irol-newsArticle&ID=1527786&highlight 
10 http://www.iamsterdam.com/en/visiting 
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Chipotle heavily relies on their “Food with Integrity” slogan and providing natural ingredients. 
Without the availability of these naturally raised foods, this Chipotle location would not reflect 
their core values or would incur substantially higher costs. Other than these key items, the 
costs would be relatively moderate in building the restaurant and opening it in this location. It 
is important to stress the marketing campaign cost as these first impressions in Europe will be 
essential to long-term success.  
 
Chipotle currently does not franchise its restaurants; rather they are all company owned which 
allows for each location to be closely monitored and for the company to maintain its high 
standards in the food industry. Therefore, individual restaurant financials revenues are not 
available. However, with revenues for 2010 adding up to $1.84 billion it’s fair to estimate the 
average Chipotle to earn about $1.7 million for the year.11 As the Amsterdam location would 
experience much more traffic than the typical Chipotle, we could estimate its revenues to 
reach near $2 million over the first year. However, its initial costs will also be higher than an 
average Chipotle restaurant, as previously mentioned. Over time, the location will earn a 
substantial net income as Chipotle begins to spread across Europe. 
 
Location, Store Plans and Specifications 
 
The restaurant will be located within Dam Square which holds numerous other fast food 
restaurants, full-service restaurants. Some of these include McDonalds, Burger King, KFC, 
and Pizzeria’s among others. Dam Square is a major tourism location in Amsterdam and 
therefore, the site of the store front should be located near the other restaurants to undermine 
the competition. Throughout Chipotle’s existence, they have been extremely successful in 
major cities. “When we started in the U.S., we’ve primarily been in large cities,” Chris 
Arnold says. “Almost all of our restaurants are in major metropolitan areas or suburbs of 
major metropolitan areas.”12 Therefore, the location of Dam Square for this Chipotle 
restaurant is key in its potential for success.  
 
It will be vital to maintain the values and methods of Chipotle to be successful within the city. 
The same administration style will continue into the Amsterdam location which looks to 
develop management potential from within its employees. However, it’s important to mention 
that several managerial and operational personnel will be needed to travel into the overseas 
location to help with the development and teaching of Chipotle techniques at the start.  
 
Additionally, the sustainable store design should remain as it is a memorable element of 
Chipotle along with the in store design, and the process of distributing and serving food. As 
there is a large supply of naturally raised foods in Europe, they will be efficient in maintaining 
their “Food with Integrity” philosophy. As previously mentioned, the high tourist area of Dam 
Square, Amsterdam will hold moderately high rent costs. Finally, the initial signage and 

                                                      
11 http://ir.chipotle.com/phoenix.zhtml?c=194775&p=irol-newsArticle&ID=1527786&highlight 
12 http://ir.chipotle.com/phoenix.zhtml?c=194775&p=irol-newsArticle&ID=1527786&highlight 
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promotional events will be essential in and outside the store to develop awareness. These store 
specifications will lead to a profitable and successful Chipotle restaurant in Dam Square, 
Amsterdam. 
 
Potential Problems 
 
There are some potential issues that may affect the early success of the Dam Square Chipotle 
location. Public awareness of what the Chipotle brand has to offer is an issue in this new 
European market. Chipotle currently only has one restaurant in all of Europe which means that 
a large majority is ignorant of the Chipotle values and menu. It is vital to do some initial 
advertising and promotions to compliment their grassroots marketing strategies in order to 
develop the public awareness of Chipotle in Amsterdam and Europe. 
 
Another issue is that new consumers have never experienced this form of fast-casual Mexican 
food and therefore, are unaware of expected price of a Chipotle burrito. A Chipotle meal in the 
United States ranges from about $6-$10, depending on your order. In the Dam Square 
location, the cost may be elevated as average fast food meals range around $14 or about €10.13 
This may cause some hesitation in purchasing a Chipotle meal; however, once consumers 
understand they are receiving a 1-1/4 pound burrito that is big enough for nearly two meals, 
they would understand the moderately high cost in tourism area.  
 
Additionally, there have been some legal problems within Chipotle’s employment strategies in 
terms of the legality of their worker’s citizenship. In 2010, the U.S. Immigration and Customs 
Enforcement (ICE) audited Chipotle's Minneapolis restaurants, and found that employees 
were hired using falsified documents. This past December, Chipotle fired 450 employees from 
its Minneapolis restaurants after the audit. In February 2011, ICE expanded the audit to nearly 
60 restaurants in Virginia and Washington, D.C.14 Therefore, there is the possibility of 
continued legal ramifications which will negatively affect Chipotle and their global image.  
 
Finally, the last main issue of concern is the profitability of the Dam Square location and its 
ability to be successful. In the financials section of this Memorandum, I have detailed the 
projected costs, revenues and financial related issues. Over time, the Chipotle restaurant in 
Dam Square will be very successful. The major objectives will be to get through some of these 
primary issues and allow the simplicity of the Chipotle brand to thrive. 
 
Expected Benefits  
 
The expansion into Europe will have major benefits for Chipotle both short and long 
term. It is important for Chipotle to initially establish themselves in Europe and figure out 
all the issues with expanding into Europe prior to moving further east. The company has 
                                                      
13 http://www.tefl.com/home/col_survey.html?ci_id=111&tefl_session=9fad1961fc581111f947e98b26b81f3d&x=1&y=1 

14 http://www.latpro.com/news/chipotle-faces-ice-scrutiny-over-illegal-workers/ 
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potential to become a global food brand and the Amsterdam location will play a major 
role in beginning this process. With the vast amount of tourism within Amsterdam, the 
consumers will be able to spread word of Chipotle back to their home countries. 
Furthermore, the revenues are expected to be very favorable with the large tourism 
crowds as popularity increases. The popularity of Chipotle in Dam Square, Amsterdam 
will rely on initial marketing and promotion along with the enjoyment factor of their 
meals.  
 
Additionally, word of mouth will be a contributing factor. The global awareness of 
Chipotle will play hand in hand with its global expansion. However, its expansion must 
begin with the chief market in Europe. "The European business could be as big as the 
U.S. over time," analyst Steve West said, "but it will take several years before it has a 
meaningful impact on earnings." But he estimates “Chipotle could have 120 eateries in 
spots like London, Paris and Munich by the end of the decade.”15 There is a wide blanket 
in terms of expansion for chipotle, specifically in these major global cities to start. 
Amsterdam is one of the most well known cities in the world and should make a great 
starting point in Chipotle’s expansion globally.  

  
  Conclusion 
 
Europe is a major market in the global economy. Chipotle has the managerial capacity and the 
financial stability to be successful in this market. With Chipotle’s current growth, they have the 
ability to continue their expansion and it is vital for the company to reach further into Europe. 
As one of the most popular tourist destinations in Europe along with its existing population, 
Amsterdam will prove to be an excellent location to expand Chipotle and establish themselves 
in the global fast food industry. 
 

 

 

 

 

 

 

 
                                                      
15 http://www.investors.com/NewsAndAnalysis/Article/564681/201103021429/Mexican-Food-Chain-
Sets-Its-Sights-On-London-And-Paris.aspx 
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Appendices 

Exhibit 1: Map of Netherlands 2011 

 

http://www.lonelyplanet.com/maps/europe/netherlands/ 

Exhibit 2: Dam Square Location 

 

http://www.trekearth.com/gallery/photo1171735.htm 
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Exhibit 3: Fast Food Market Size in Netherlands

 

Exhibit 4: Average Costs in Amsterdam 

Eating Out, Entertainment & Health 
                                                                              EUR         USD GBP  

Three-course dinner in restaurant €35.00 $49.13 £30.58 

Fast-food meal €10.00 $14.04 £8.74 
Cup of coffee in bar/cafe €2.25 $3.16 £1.97 

Beer in bar €3.00 $4.21 £2.62 

City centre bus fare (3km./1.86miles) €1.60 $2.25 £1.40 

Car hire (up to 1800cc) daily €65.00 $91.24 £56.79 

Fitness club annual fee €400.00 $561.48 £349.47 

Web cafe (30 mins.) €2.00 $2.81 £1.75 

Private doctor GP (30 mins) €65.00 $91.24 £56.79 
http://www.tefl.com/home/col_survey.html?ci_id=111&tefl_session=9fad1961fc581111f947e98b26b81f3d&x=1&y=1 
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Exhibit 5: Competitors in Dam Square 

 

 

http://www.amsterdam-hotels.redflag.info/streets/centrum/nieuwendijk.htm 

Exhibit 6: Chipotle Expansion 
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Exhibit 7: Chipotle Consolidated Income Statement for year 2010 

Period Ending Dec 31, 2010 Dec 31, 2009 Dec 31, 2008 

Total Revenue  1,835,922    1,518,417    1,331,968    

Cost of Revenue 1,143,613   965,317   1,045,041   

 

Gross Profit  692,309    553,100    286,927    

 

 Operating Expenses 

 Research Development -   -   -   

 Selling General and Administrative 321,494   273,730   89,155   

 Non Recurring 7,767   8,401   20,963   

 Others 68,921   61,308   52,770   

 
 

 Total Operating Expenses -   -   -    

 

 

 

 

Operating Income or Loss  287,831    203,705    124,039     

 

 

 Income from Continuing Operations  

 Total Other Income/Expenses Net (4,797) (5,031) 3,469    

 Earnings Before Interest And Taxes 289,330   204,630   127,508    

 Interest Expense 269   405   302    

 Income Before Tax 289,061   204,225   127,206    

 Income Tax Expense 110,080   77,380   49,004    

 Minority Interest -   -   -    

 
 

 Net Income From Continuing Ops 178,981   126,845   78,202    
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Net Income  178,981    126,845    78,202    
 

www.finance.yahoo.com/q/bs?s=CMG (for income statement and balance sheet)  
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Exhibit 8: Chipotle Balance Statement for year 2010 (in thousands) 

Period Ending Dec 31, 2010 Dec 31, 2009 Dec 31, 2008 

 

Assets 

Current Assets 

 Cash And Cash Equivalents 224,838   219,566   88,044   

 Short Term Investments 124,766   50,000   99,990   

 Net Receivables 33,503   7,897   6,485   

 Inventory 7,098   5,614   4,789   

 Other Current Assets 16,016   14,377   11,764   

 

Total Current Assets  406,221    297,454    211,072    

    

Property Plant and Equipment 676,881   636,411   585,899   

Goodwill 21,939   21,939   21,939   

    

    

Other Assets 16,564   5,701   6,075   

    

 

Total Assets  1,121,605    961,505    824,985    

 

Liabilities 

Current Liabilities 

 Accounts Payable 122,933   102,057   76,706   

     

 Other Current Liabilities 121   96   82   
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Total Current Liabilities  123,054    102,153    76,788    

Long Term Debt -   -   -   

Other Liabilities 13,486   10,633   8,735   

Deferred Long Term Liability Charges 174,192   145,258   116,872   

    

    

 

Total Liabilities  310,732    258,044    202,395    

 

Stockholders' Equity 

    

    

    

Common Stock 340   335   329   

Retained Earnings 456,514   277,533   150,688   

Treasury Stock (240,918) (114,316) (30,227) 

Capital Surplus 594,331   539,880   501,993   

Other Stockholder Equity 606   29   (193) 

 
 


