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[bookmark: _Toc80818249]Executive summary
Almost every other organization is characterized by an organizational culture. It is this that guides employees and operations. However, organizational culture tends to be influenced by different things that in turn also dictate its development. One of the most influential factors to an organization’s culture and operations is its external environment. The external environment is characterized by different factors that include political factors, economic factors, social factors such as Covid -19, technological factors, environmental factors and legal factors that are bound to influence how organizations are run. Besides this, there are also other issues such as supplier and buyer power as well as the threat of substitutes that force organizations to operate in a certain way. It is based on this that this report looks at McDonald’s and the factors to determine how they influence the organizations external environment. Doing this allows the company to understand how best it can respond to these factors and develop a favorable organizational culture. 
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[bookmark: _Toc80818250]Task 1
[bookmark: _Toc80818251]How do broader external environmental factors along with COVID-19 and ethical dilemmas affect organizational culture and its performance?
[bookmark: _Toc80818252]Introduction
Organizational culture remains increasingly important for any organization. It influences every aspect of operation, including employee behavior, employee benefits and contract terms. An alignment between organizational culture and existing aspects of the organization as such brings about effectiveness. For instance, where workplace culture aligns with employees, employees are bound to feel comfortable, appreciated and supported, consequently encouraging effectiveness. While this is so, organizational culture tends to be influenced by external factors and particular ethical dilemmas. This has been especially apparent in the current COVID-19 pandemic that has seen the pandemic force different organizations to manipulate or restructure their workplace cultures to overcome related challenges. A particular example can be seen in measures requiring employees to work from home. In this regard, this report looks at the manner in which broader external environmental factors along with COVID-19 and ethical dilemmas affect organizational culture and its performance.
The report aims to achieve the above by particularly focusing on McDonald’s UK. The decision to focus on McDonald’s is foremost based on the fact McDonald’s is huge company with an elaborate organizational culture, allowing for a stronger analysis. On the other hand, among the sectors that have been affected by the COVID-19 pandemic is the service sector (Xiang, Rasool, Hang, Javid, Javed and Artene, 2021). This is because of the huge traffic it experiences, with consumers turning up to purchase food products. It will be interesting to see how requirements related to the pandemic such as social distance have influenced operations. 
This report will have two major sections that include the main body and the conclusion and recommendation sections. However, within the main body, there will be seven subsections largely focused on the analysis of the McDonalds. The first subsection will offer a brief background of the company. The second subsection will look at some appropriate external analysis tools, particularly the PESTLE analysis framework and Porter’s Five Forces Model. The third and fourth subsections will focus on the external analysis of the company using the PESTEL analysis tool and Porter’s Five Forces Model respectively. On the other hand, the fifth subsection will dwell on an investigation of McDonald’s culture based on the above tools and cultural web. Following this, the report will look at the relationship between McDonald’s present culture and its financial and non-financial performance. The last subsection of the main body will present an explanation of ethical dilemmas in the organization and how this influences its workplace culture. 
It is expected that the outcome will show that environmental factors and ethical dilemmas impact organizational culture. This is because organizations have to respond to these factors, which force them to engage in certain restructuring. In essence, the report will show that certain cases, the development, and sustainability of organizational culture are enabled by external factors such that the resulting culture reflect the environment in which the given organization, in this case, McDonald, operate. This means that the report will reveal that the COVID-19 pandemic, for instance, has had significant impacts on McDonald’s culture. 
[bookmark: _Toc80818253]McDonald’s UK Background
McDonald’s was founded in 1940 by the McDonald brothers Maurice and Richard McDonald. The company mainly offers hamburgers, French fries and cheeseburgers but also feature breakfast items, chicken products, milkshakes, desserts, soft drinks and wraps. Besides these offerings the company’s growth is also credited to its franchises that saw the establishment of McDonald’s UK in 1974 in London, Britain (Farrell 2015). While the country had a modest beginning in the US, it soon became popular with many British residents. By 1983, the company had opened its 100th restaurant in Manchester and by 1984 it became UK’s first quick service restaurant group to publish nutritional benefit aimed at benefiting customers (McDonald’s n.d). The company opened its 300th restaurant in the region, a feat enabled by enhancements in its menu enhancements and overall effectiveness. This was followed by a string of achievements in the 1990s and 2000s that include the opening up of more restaurants, further menu enhancements and the employment of more people, with the company boasting more than 115,000 employees by 2017 (McDonald’s n.d). Moreover, in 2018, it emerged as the second largest provider of coffee in the UK, behind Costa. Today, McDonald’s UK boasts more than 1.300 outlets in the UK, with around £1.5 billion total turnover (Farrell 2015). Looking at its growth trajectory, it can be concluded that the company has the resources and stability to oversee continued growth. 
[bookmark: _Toc80818254]Environmental Analysis Tools
As mentioned earlier, an organization’s operations is influenced by different factors in its environment. Understanding these factors is crucial to ensuring effectiveness hence significant. There are different environmental analysis tools that can be employed to achieve this. This report will only look at two of these which comprise the PESTEL analysis framework and Porter’s Five Forces Model. To begin with, the PESTEL analysis framework is an environmental analysis tool that identifies and looks into the macro-environmental forces that influence an organization’s operations (Perera 2017). It does this by focusing on the political, economic, social, technological, environmental, and legal factors that influence organizational operations. These factors make up the acronym PESTEL (Perera 2017). Using this framework, organizations get to break down the existing opportunities and risks, allowing them to determine the merits and demerits of an organizational approach. 
On the other side, Porter’s Five Forces Model exists as a framework for evaluating and assessing a business organization’s competitive strength and position. Developed by Michael E. Porter in 1979, the model reasons that there are five forces that define a market’s attractiveness and competitive intensity (Gamayanto 2004). These five forces include competitive rivalry, bargaining power of buyers, suppliers bargaining power, the threat of substitutes and the threat of new entrants. As such, the model aids in determining where power lies in a business environment (Gamayanto 2004). This is important in understanding an organization’s strength with regards to current competitive position as well as the strength of a position that the organization may leverage. Based on this, organizations often employ the framework to determine whether a given product and/or service can be profitable. 
[bookmark: _Toc80818255]McDonald’s UK PESTLE Analysis
[bookmark: _Toc80818256]Political Factors
The political aspect of the PESTEL analysis framework focuses on the effects of governmental policies and actions that may impact an organization or the economy as a whole (Fosher 2018). In essence, the intervention by the government will tend to influence operational approaches and organizational growth. In McDonald’s case, the most prominent government policy and action areas that may interfere with the organization’s operations include guidelines by government for health and diet, international trade agreements and evolving public health policies. For one, McDonald’s has operations across different countries and continents and also engage in the importation of certain raw materials for its food production (Kasi 2015). This means that its success is partly influenced by trade agreements and international relations between countries hence the significance of international trade agreements. Governmental guidelines for health and diet have also seen the company changing its production approaches to meet these requirements. In the UK, for instance, the government has ensured restrictions on the amount of salt that should be added to food (He, Brinsden and MacGregor 2014). Such requirements are based on the effort to ensure a healthy population free of obesity and other health related issues such as heart problems. This has forced the company to restructure its production to ensure just the right amount of salt and other related additives in the effort to align with government provision (Kasi 2015). At the same time, it presents the opportunity for the company to be creative enough and ensure tasty food products without adding too much salt. In relation to the same, evolving public health policies also force the company to ascertain that its practices and approaches align with the requirement to provide healthy food and drink products. 
[bookmark: _Toc80818257]Economic Factors
The economic aspect if the PESTEL model looks at the impacts of economic trends, policies and conditions on McDonald’s macro-environment and its operations. In this record, these economic factors influence operations and performance either directly or indirectly (Fosher 2018). A stable economic growth will, for instance, offer an opportunity for the company to grow and enhance its business. This is because it will ensure a viable source of revenue and relatively affordable resources. Currently, despite a positive start to 2020, McDonald’s UK like most other branches elsewhere have experienced negative impacts economically due to the economic impact of COVID-19 on the national economies. Due to requirements and measures towards the management of the pandemic such as social distancing and lockdowns, the company has seen its major source of revenue become limited. This is especially because it lacks the opportunity to serve more people and is also forced to operate with less time. 
[bookmark: _Toc80818258]Social Factors
The social or sociocultural aspect of the PESTEL framework looks at the social conditions that enhance or limit the operations of an organization. In this regard, social trends tend to dictate the behaviors of consumers and, consequently, interfering with the performance of the organization (Fosher 2018). Among the common sociocultural external factors that tend to influence the operations of McDonald’s and other similar organizations is lifestyle choices, rising disposable incomes, continued cultural diversity, healthy lifestyle trend and COVID-19. Rising disposable income has, for instance, ensured that more consumers today buy fast food rather than cook at home (Nankervis 2016). Inevitably, this has meant a stronger revenue source for the company. On its side, the COVID-19 pandemic has also influenced consumer behavior with many people remaining on the look for affordable food alternatives as others start cooking at home because of financial challenges and COVID-19 restrictions. 
[bookmark: _Toc80818259]Technological Factors
Technological factors refer to the aspect of the PESTEL framework that that analyze the effects of technologies and associated trends on the operations and performance of an organization (Fosher 2018). Businesses have from time immemorial relied on technology to acquire superiority and uniqueness over their peers. Leveraging advances in technology, McDonald’s can engage in strategic marketing that translates to a loyal consumer base. In this case, technology helps enable adaptation to emerging environments, trends and demands. McDonald’s leverages technology in various ways and has vigorously engaged in this to enhance competitiveness. For instance, the company boasts a strong presence on the internet (Kasi 2015). It boasts an attractive website and interactive social media pages through which it communicates with its customers. The company also respond to consumer queries online and also depends on technology to ensure a high-tech delivery system that allows for on call orders. 
[bookmark: _Toc80818260]Environmental Factors
The environmental aspect of the PESTEL analysis looks into the occurrences and trends associated with the natural environment. It also considers environmental policies such as those associated with waste disposal and climate change. These issues dictate that the company engages in environmentally friendly practices and policies such as ensuring positive waste disposal (Kasi 2015). The idea that environmental issues can interfere with the organization’s performance can be seen in the fact that it has experienced accusations regarding its relations with the environment. Some of the accusations concern mistreatment of animals, underpaying workers, misleading children and poor disposal (Kasi 2015). To counter these accusations, McDonald’s engages in different CSR initiatives. These include using environmentally friendly packaging and engaging in energy saving approaches. 
[bookmark: _Toc80818261]Legal Factors
The legal factors aspect focuses on the influence of laws and/or regulations on organizations. Laws and/or regulations dictate and shape the manner in which organizations operate. In this regard, McDonald’s has to consider laws and regulations that are concerned with health regulations, animal welfare regulations and minimum wages (Kasi 2015). Health regulations, for one, ensure limits to availability and accessibility of fast-food operations in certain areas of society such as schools. Such legal issues force McDonald’s to find other creative and viable solutions to acquiring revenue. Animal welfare laws, on the other hand, ensure that the company engages in the right practices when acquiring and utilizing animal products. Overall, the legal external factors impose significant threats to McDonald’s approaches, hence influencing its culture. 
[bookmark: _Toc80818262]Porter’s Five Forces Model
[bookmark: _Toc80818263]Competitive Rivalry
The fast-food industry is characterized by intense competition. This made worse by the fact that it is characterized by different types of players that include big brands such as McDonald’s, Burger King and Taco Bell, medium and small brands such as bakeries and restaurants (MBA Crystal Ball n.d). These brands engage in a stiff competition, regardless of size, to meet the needs of consumers. This has ensured that McDonald’s is faced with strong competition as result of the saturation. The high competition in the industry encourage participants to employ aggressive marketing techniques and in the process ensuring a highly competitive business environment (MBA Crystal Ball n.d). The industry is also characterized by low switching costs that allow consumers to easily switch to other providers, further adding to the competition. This means that competition is among the leading factors that McDonald’s should consider when developing business approaches. 
[bookmark: _Toc80818264]Buyer Bargaining Power
The high number of fast-food establishments has ensured a high buyer bargaining power. This is especially because they a variety of providers to select from. This means that where a queue is deemed long, the buyer may easily go out to look for another. Buyer power is also encouraged by low switching costs and the availability of substitutes (Porter 1989). Substitutes, in this case, include food outlets, kiosks, microwave meals and cooking at home. This suggests that McDonald’s must develop business strategies, especially marketing strategies that enable it to attract increased market share and ensure customer loyalty. 
[bookmark: _Toc80818265]Supplier Bargaining Power
The major suppliers in this industry include dairy produce, meat and dough vendors. There are numerous suppliers which limits their bargaining power. In essence, the large number of suppliers weakens the impact of individual suppliers on fast-food establishments (MBA Crystal Ball n.d). Moreover, a significant percentage of the suppliers are not vertically integrated. The problem with this is that it ensures that they lack control of the distribution network. On the other hand, the abundance of certain products such as meat and flour minimizes the influence of the individual suppliers. 
[bookmark: _Toc80818266]Threat of Substitutes 
There are different businesses in the food and beverages industry that can offer the types of food and drink products provided by fast foods. These businesses include restaurants, kiosks, hotels, and bakeries. On the other hand, there is also the fact that consumers can cook their food at home. In this regard, McDonald’s has to ensure it surpasses the quality and customer satisfaction offered by the substitutes. 
[bookmark: _Toc80818267]Threat of Entry
The fast-food industry is characterized by low threat of entry. One of the main reasons for this is that establishing a successful a new fast-food joint requires a lot of resources, including financial resources (MBA Crystal Ball n.d). Moreover, an attractive establishment requires the presence of good infrastructure. Beyond this, there is the issue of developing unique products that sets the business apart from others. The fact that others, in this case, may include global chains makes the threat of entry even lower. 
Different scenarios can be deduced from the above analysis of the fast-food industry. For one, it reveals that the high supplier bargaining power is disadvantageous for fast food outlets like McDonalds considering that buyers can select to buy from any provider they desire. The industry is also characterized by low bargaining supplier bargaining power which is an advantage for providers considering that they can dictate things such as product prices. On the other hand, the high competitiveness in the industry is a disadvantage for McDonald’s as it ensures it has to continuously and aggressively fight for market share. The high threat of substitutes is disadvantage considering that consumers can find products offered by McDonald’s elsewhere, an act that interferes with revenue collection. However, the low threat of entry is an advantage considering that already existing businesses are shield from further competition. Looking at the analysis, there is the realization that it shows two advantages and three disadvantages. This suggests a tough industry that demands increased creativity and effectiveness such that unless an organization is able to offer unique and quality products, it will likely not succeed. 
[bookmark: _Toc80818268]Investigation of McDonald’s Culture in Light to the Critically Evaluated Analytical Tools and Cultural Web
Looking at its organizational culture, there is the realization that McDonald’s is influenced by the above issues realized in the environmental analysis. A good investigation is that which considers the web culture. The web culture is characterized by six elements that help to understand the work environment. An analysis based on these elements helps to develop a comprehensive understanding of an organization’s culture. To better look at McDonald’s culture based on the web culture a questionnaire was administered to a section of McDonald’s (See Appendix 1). The questionnaire informed the analysis of McDonald’s culture as will be seen below. 
One of the elements of the web culture is stories. Stories comprise of events associated with an organization that have previously occurred (Doherty and Stephens 2020). It is also inclusive the values, principles, and behaviors the organization engages in. McDonald’s presents a story of success and resilience that is, to a significant extent, influenced by the environmental factors highlighted above. Within its success story is the emphasis on quality, cleanliness, value and service. Participants especially highlight the emphasis on quality product provision and service delivery as being integral to the organization’s practices. These four factors have since become McDonald’s mantra. It is though these that the company was able to present a viable business idea that soon caught on with US citizens making the success of the company phenomenal. 
The second element of the cultural web is the rituals and routines element. This comprises the accepted norms and practices of an organization (Doherty and Stephens 2020). In order to effectively respond to certain external environmental demands such as political and economic factors, the company has ensured strict principles, values, laws and regulations to guide behavior and ensure practices that promote overall effectiveness. However, the company also embraces creativity and experimentation in the bid to develop a competitive edge. Participants in the questionnaire acknowledge the fact that employees are allowed to come up with ideas and develop creative solutions where necessary. Moreover, McDonald’s also practices adaptation in line with the norms and culture of the nation within which its franchise is established. This can be seen in the case of McDonald’s UK that strives to ensure that it abides by the demands of the UK environment, including the demands of government and employees. 
A third element of the web culture is symbols which refer to physical artifacts. More elaborately, this involves the official and unofficial representation of organizational culture (Doherty and Stephens 2020). In this regard, the symbols that represent the organizations culture are mainly seen in its food products and other company symbols that include things such as McThat, McThis, Ronald McDonald and the Happy Meal McDonald logo. These symbols represent the dedication of McDonald’s to meet market demands. Another symbol of the web culture is organizational structures. These include organizational management and other formal structures (Doherty and Stephens 2020). It also includes informal paths of influence and power. In this regard, McDonald’s is foremost characterized by an elaborate hierarchical structure that enables order and proper management. The structure comprises of a chief executive officer, senior managers, regional managers, and restaurant managers. This structure allows for a breakdown of management tasks and careful oversight of the company. It is through the company’s leadership that it ensures the right approaches in response to the external environment are implemented. In essence, the management ratifies viable approaches that can help ensure effectiveness and success. 
The cultural web is also characterized by power structures that entail the human resources and systems that boast the power to get things done (Doherty and Stephens 2020). The company strives to ensure that it hires only the best talent. In this regard, it ensures regular training for its employers in the bid to ascertain that employees execute their roles and responsibilities effectively; consequently enabling the McDonald’s to be successful in its endeavors. The last of the elements of cultural web is the control systems element that looks into how organizations control the manner in which things are done (Doherty and Stephens 2020). In this regard, McDonald’s boasts different laws and regulations that help ensure that the company foremost abides by government and industry requirements such as ensuring reasonable wages and sourcing products from the right sources and in the right manner. These laws and regulations also guide employee behavior, ensuring that they behave in acceptable standards and in a manner that not only reflect organizational mission but is also aimed towards ensuring employee satisfaction. 
[bookmark: _Toc80818269]Relationship between Organizational Culture and Financial Performance
Like in almost any other organization, McDonald’s organizational culture has significant influence on its performance, including financial performance. The relationship between McDonald’s current organizational culture and its financial performance can be seen in its commitment to its employees. Here, the company ensures a commitment that is characterized by employee development, respect, trust and collaboration between management and human resources (McDonald’s 2020). Such a culture ensures a skilled and knowledgeable workforce that is also motivated. The consequence of this is optimal performance that allows the organization to meet its goals and objectives thereby showing positive financial performance (Mahfouz and Muhumed 2020). An even more important aspect of commitment to employees that supports financial performance is employee training considering that it equips employees with the skills and understanding of the organization’s direction, intent, and vision. 
McDonald’s also employs a simple process culture that is free of the obstacles associated with complex organizational process cultures. The secret to its simplistic process culture is an effective operations management approach that is characterized by standardization of processes and products, maintenance of strict control on food and service quality and enhancement of cost-efficiency through the employment of talented young workers. A major aspect of McDonald’s process culture is the emphasis on the significance of the system over individual interest (McDonald’s 2020). As such, McDonald’s has ensured a simplistic organization of work in steps that enhance overall efficiency and effectiveness of the system. 
McDonald’s is also focused on an increased commitment to customers that contributes to its financial performance. The commitment to customers is anchored on four areas that consists of safety, value, quality and cleanliness. Here, the organization strives to enhance consumer experience through the offering of fast yet quality goods and services that are free of errors. To better ensure effective customer satisfaction, the company empowers employees and managers to offer immediate responses to customer needs. On the other hand, sustainability also remains an integral part of the organization’s culture and contributes to financial performance. Sustainability helps ensure the reduction of unnecessary costs consequently contributing to overall financial performance. 
[bookmark: _Toc80818270]Ethical Dilemmas
Ethical dilemma can be explained as a situation in which one has to make a difficult choice between two things both of which involve transgressing a moral principle. This means that regardless of the selection an ethical moral principle will still be compromised. One of the major ethical dilemmas that McDonald’s grapples with is the challenge whether to continue offering high calorie and tasty food or to stop the same and ensure food products that lack calories and sugars (Gregory, McTyre and DiPietro 2006). The dilemma behind this is that continue to do this puts numerous people at the risk of health problems, including heart diseases. On the other hand, producing other foods other than the burgers and other meet products will only ensure a lack of competitiveness that might drive the company out of business, leaving thousands of employees and families suffering. Another dilemma that the company has experienced concern the decision as to as to whether to lure kids with toys or not. In choosing the former, the company manipulated the law to allow it to take advantage of kids. This has seen parents and other stakeholders vouch for stronger laws that would help protect children. The dilemma that exists here is whether McDonald should consider corporate values over community concern. McDonald has the responsibility to remain productive in the bid to increase and sustain shareholder’s investment. At the same time, the community remains among the company’s stakeholders. In this case, the community will feel appreciated if McDonald’s puts more effort to protect children’s health. 
[bookmark: _Toc80818271]Conclusions and Recommendations
From the revelations above, it is evident that McDonald’s external environment increasingly influences its operations and, hence, organizational culture. The company must consider factors such as political, economic, and social factors when developing business approaches. In this regard, it must engage in a continuous analysis of its external environment to realize possible influential factors and develop preemptive measures. On the other hand, with regards to the Porters Five Forces Model, there is the realization that McDonald’s must strive to remain as competitive as possible. For instance, it should engage in a strong research and development to help better meet consumer demands so as to overcome the challenge of buyer bargaining power. It is also through this that it can become increasingly competitive and overcome the stiff competition in its industry. 


[bookmark: _Toc80818272]Task 2
Reflection
The Workplace Culture and its impact on Organizational Efficiency module has been increasingly beneficial. More specifically, it has been highly insightful, while offering the opportunity to develop important employability skills. Even more, it has been beneficial in enabling an understanding of the workplace culture and setting, consequently enhancing my professional competence. Every minute of the module was crucial to learning and skills development and I cannot help but note the significance of similar such modules. 
As highlighted above, throughout the module, I gained new knowledge that would help me in my professional endeavors. One of the things I learned is that organizational culture is dictated by the external environment. This means that as an employee, it will be important to have an understanding of the outside environment if I am to offer optimal performance. I realize that this can best be achieved using external environmental assessment tools such as the PESTEL Analysis framework and Porter’s Five Forces Analysis Model. Besides this, I have also gained knowledge regarding employee workplace practices such as the need to develop cultural awareness to support the diversity in the workplace setting. 
Besides knowledge, I have also acquired important skills throughout this module that I trust will support me in my employment. An important set of skills that I have developed include cultural awareness skills that entails effective communication, and effective negotiation skills among others. The emphasis on cultural awareness is since the world has become a global village ensuring diverse workplaces characterized by people from different cultural backgrounds. This means that it is only those employees with strong cultural awareness skills that will encourage the success of future organizations. Overall, this module has been increasingly beneficial, and I consider it necessary to becoming an effective professional and also essential for enabling organizations to overcome external environment challenges. The four organizational culture I learnt was Clan, Adhocracy, Hierarchy, and Market culture.
1, Clan culture is where everyone in the organization feels like a family, concern for each other, decision taken together, if I work in that environment, I will establish a common funds where every employee will be able to assess when they are in need and pay back when they receive their wages.
2, Adhocracy culture is where employees are allowed to come out with their own innovation and creativity with limited or no barriers, they are encouraged to break the rules in a positive way by doing more than existing lay down rules by new ideas, if I manage Adhocracy, I will encourage the employees to always come out with their ideas, innovation, and creativities.
3, Hierarchy culture is where employees are given limited or no risk taken, their structure are rigid, laws and order are respected, any changes must go through a rigid structure, employees will always come and go but the structure will always be there, in such culture employees are not allowed innovation and creativities, it has a clear path structure.
4, Market culture focus on competition and growth, their main goal is to make profit and cost cutting, in such culture there are no freedom, and strict rules where people are monitored. They make more profit because they are profit oriented.
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