






Porter’s Five Forces Analysis of an International Business to Assess its Competitive Environment  



This essay will look at Porter’s Five Forces and analysis them with an international business. Porter’s Five Forces is a theory and analysis of a business using five different factors, competitors, the power of suppliers and consumers, the threat of substitution and the threat of a new entrant to the market. It is a good way to establish the position of the organisation within its market and to measure the business future profitability (Johnson et al 2008). The oragnisation the essay will analyse is KFC, KFC is a large food organisation based in Louisville, Kentucky. It has over twenty thousand restaurants globally in one hundered and twenty five countries, all of these resaurants will sell many variations of products, however, they all must sell chicken on the bone to stick to the brand values. (KFC, 2018). 
  The first of Porter’s Five Forces is the industry rivalry, every organisation will have competitors wanting to take the organisations sales to generate more money for themselevs. (Berry, 2005) outlines ways to find out more information on the business rivals and explains why it is importanan to know the compertition. The main reason is to stay ahead of them and getting to know the market well. KFC is in the fast food industry so has many competitors to try and stay ahead of, such as,  Mcdonals, Burger king and Subway. (Bloomberg News, 2016) looked at the Market share in China and how it is dominated by KFC and Mcdonald’s, the article states that in 2012 40% of the market sales were for KFC and 16% for Mcdonalds. This is largly thought to be because the novelty of the American restaurants is appealing to Chineese consumers. However, there is a rise in more authentic Chineese compertotion and the market sales for KFC in 2015 were down to 23%. KFC now plans to franchise 20% of the outlets in China as a result of this. This shows the impact competitors can have, six years ago with such a high stake in the market KFC wouldn’t have franchised any restaurant because they would’ve wanted to maximise their profits, however, with decreasing market sales they are looking to franchise to cut the cost the company would need to pay out for and justy take a percentage of the franchisee sales. 
The next of Porter’s Five Forces is Power of Suppliers. This is the Power the suppliers have over the business. These could include, increasing the prices or the availability of the stock or changing the quality of the stock. If the supplier did increase its prices the business could change suppliers, however, this may not be the best course of action. KFC UKI recently changed suppliers from Bidvest Logistics to DHL as a cost saving factor. (Gerrard, 2018) wrote an article on the change of suppliers and going into detail how it haddent worked well for KFC. The change of suppliers was announced in August 2017 with Bidvest Logistics having to close a branch and over 200 people losing their jobs. DHL took over in February 2018 and it has been disatorous with KFC having to close the majority of its restaurants, losing an estimate of £1million a day and having executives from America to try and help with the situation. The issue is still on going and could last for a few months. This shows the power suppliers can have and the impact in can have on the finacial side of a business but also the damage it could do to the brand. 
The Power of Consumers is the next force, this is the impact the customers can have on the business. The main reason an organisation will focus on customer service is to keep those customers coming back, this is known as customer retention. (Harrington-Griffin, 2012) highlights the importance of keeping customers, the main reason is it is less costly to keep customers that constantly find new ones, this is the power consumers have, to take the sales to a rival business. The way KFC try to retain its customers is by trying to understand them by doing Guest Experience Surveys. At the bottom of a receipt is a link to a website to complete a survey of the visit, in return for this the customer will receive 15% off their next purchase. KFC like many other restaurants do this to find out why a customer didn’t have a good experience and if this has happened multiple times. If this has, then, the business would rectify or change what was wrong to try and keep the customers and build on new ones. This shows the power consumers have, with KFC possible menu changes could come into effect just through the power of consumers. 
The threat of substitution is the threat of a customer using a substitute from a competitor. For KFC the threat of substitution could be considered quite high, as there are many competitors offering similar products. The way KFC tries to stay about this is by selling the brand more than just the product. (KFC, 2018) goes into detail on the history of the brand and how it’s more than just the product, but also the social impact they have and what its founder, Colonel Sanders left behind. (Smiley, 2017) was at a convention with the KFC CMO Kevin Hochman, Hochman described that KFC was o n the up having previously done poorly as a brand. Stating that brining back Colonel Sanders at the heart of the business proved successful and increase consumers trust with the brand, which would be a way to stay ahead of the substitutes. 
The last of Porter’s five forces is the threat of a new entrant to the market. Until recent times the threat of a new entrant to the market was low, however, this is changing. (Garfield, 2018) notices the current trend that threatens this market, healthy eating. There has been a shift in what people want to eat and the big fast food giants like KFC, McDonalds and Burger King could struggle. There have been many new types of healthier fast food restaurants growing around the world, especially in the USA and UK. One way that KFC has tried to combat this is by introducing healthier options. Lunch times they will market salads, burritos and rice boxes as healthy snacks to try and establish their own healthy brand. It is clear why businesses use Porter’s five forces as it’s a proven module that could improve the business, but, also the market the business is in and how to have a competitive edge. 
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