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This assignment talks about an international organisations competitive environment using Porter’s Five Forces analysis. This international organisation is McDonalds. Porter’s Five Forces Framework helps identify the attractiveness of an industry in terms of the five competitive forces which include, the threat of entry, the threat of substitutes, the bargaining power of buyers, the bargaining power of suppliers, and the extent of rivalry between competitors according to Johnson, Whittington and Scholes (2014). 
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Source: Adapted from Competitive Strategy: Techniques for Analyzing Industries and Competitors The Free Press by Michael E. Porter, copyright © 1980, 1998 by The Free Press.


The fast food industry is very competitive. Morrison (2011) explains rivalry between existing competitors as organisations that have similar products and/or services aimed at the same target market with direct competitors in the same market. Rivalry increases when competitors are equal in size, there are high fixed costs and there is a low level of differentiation. For example, McDonalds have 3 main competitors according to an article called Marketing 91 (2018), these include KFC, Burger King and Subway, and the reason why these compete is due to the fast food process. Morrison (2011) explains that a low-cost strategy aims to undercut the competitor on price, which brings in economies of scale that acts as an entry barrier. This is exactly McDonalds strategy as they maintain very low prices whereas their direct competitors fixed costs are more. In 2013 McDonald’s served 68 million customers internationally (McDonald’s website, 2013) whereas their competitors didn’t display what they sold each year on their websites. 
The threats of entry to Sloman et al (2016) are factors that need to be overcome by new entrants if they are to be complete. The main barriers to entry are economies of scale/high fixed costs, experience and learning, access to supply and distribution channels, and differentiation and market penetration costs. For McDonald’s, economies of scale are extremely important when it comes to their advertising. McDonald’s have provided a positive website in which provides everything you need to know, on the main page the first thing they show is their deals. These deals are targeted to all of their target market including elderly all the way down to children. The pictures below are the deals they have for their customers. 
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(https://www.mcdonalds.com/gb/en-gb/deals.html)

	Now in comparison to one of their main threats, KFC, they do not advertise any deals online which will instantly draw people to go to McDonald’s as they know they will receive a better deal. Now this only proves that KFC can’t be that much of a competitive threat to McDonald’s as these two companies are differentiated by their branding. McDonald’s have lower fixed costs with deals for all ages, whereas KFC have higher fixed costs with no deals for consumers. Within the fast food industry the USP is to provide cheap fast food that still tastes great which is exactly what McDonald’s does (Sloman et al, 2016). 
	The threat of substitutes to Griffin et al (2015) is a product or service that offers a similar benefit to an industry’s product or services, but have a different nature. An example of this would be the fact that McDonald’s are located in a numerous amount of service stations, this benefits the service stations as they are able to display McDonald’s on their advertisement boards on the motorway so that purposely draws people into their service stations. On the other hand, these service stations could have their competitors located there as well such as KFC, Burger King and Subway, if this is the case then McDonald’s needs to ensure their price/performance ratio is much better than their competitors, to do this they need to make sure they maintain their exceptional customer service and daily deals. According to an article (Sachdeva, 2015) McDonald’s threat of substitutes is low to moderate. This is due to the availability of their products. They also stated that McDonald’s has introduced products that suits the preference of locals and thus further narrows down their threats. 
	Hamilton et al (2012) refers to the bargaining power of suppliers as businesses selling inputs to the firms in an industry. For example, McDonalds have suppliers for their food that they sell. Sachdeva (2015) explains that power of suppliers is low considering McDonald’s is the biggest fast food chain in the world in terms of sales. This allows the company a high bargaining power over suppliers. Although, due to low supplier power, they are allowed to reduce the cost of raw materials so therefore can afford the company high competitive price of its products. McDonald’s main suppliers are OSI (beef), Cargill Meats Europe (chicken), Noble Foods (eggs), Arla (milk), and McCain (potatoes). These are all delivered to restaurants by Keystone Distribution (McDonalds website, 2011). As Sachdeva (2015) states McDonald’s have a low power of suppliers, this means that McDonalds have a good relationship with their suppliers due to the fact that they won’t capture their own potential profits as they won’t raise prices. 
	According to Griffiths et al (2011), the greater the bargaining power of buyers, the greater their ability is to depress industry profitability. As McDonalds purchase low quantities, have low industry limitations and lack in bargaining power among buyers, their power of buying is also going to be low. McDonalds within the industry have made sure they have a high brand image through uniqueness and differentiation strategies which limits chances of switching (Sachdeva, 2015). McDonald’s are unable to demand cheaper prices are they already sell each unit for such a low price. Buyers are McDonald’s immediate customers so it’s important that they are distinguished from ultimate customers (Johnson et al, 2014). McDonald’s use this strategy as they increase their competition by forcing down prices and improve their quality. Whereas, in comparison, Burger King do not have a same price or a cheaper menu meaning McDonalds don’t have much competition in this aspect compared to one of their main competitors. 
In conclusion, McDonalds don’t have much competition towards their main competitors after looking through Porter’s Five Forces as they provide so much evidence on their website explaining their suppliers etc. in comparison to the other organisations which only supports their organisation and attracts more customers. 
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