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Introduction:
An organisation is operated in an environment where the environmental factors affect the organisation’s culture directly or indirectly, that’s why its impact on the working efficiency. An organisation has to respond what happens to its surrounding as those forces can affect the main internal activities or function of the organisation.   The term business environment can be defined as the factors that directly or indirectly influence the organisation’s goal and operation. According to A.C. Fernando (2011) ‘Business environment may refer to the all external factors which have bearing on its activities’. Also, the business environment can be divided as internal and external which also known as micro and macro environment. However, to fulfil the requirement of this assessment this report will be based on conducting the analysis of both external and internal environment of fast food company McDonald’s to find out how its impact the company’s performance. The report will also analyse the organisation’s ethical stance. Furthermore, to make this report comprehensive there will be a comparison of McDonald’s culture and its competitors. At last there will be recommendation to enhance the company culture in the future. 
1. External environmental analysis:
External environment of an organisation is known as all the outside factors or influences that impact the operation of the organisation. Where, the organisation must act or react to keep running its operations. External forces can bring the both threats and opportunities for the business. That’s why it is important to analyse the external environment. The most widely use tool PESTLE can be used to analyse McDonald’s external environment.
Political factors: Political factors are known as policies and actions by various political institutions make the government to put terms and conditions for operating the business. According to D. J. Campbell, T. Craig (2005) ‘the actions and policies of political institutions have a profound effect on the way in which business operate. All business must act within legal and regulatory conditions which are set by the state in which business is located’. Like every other business McDonald’s is affected by these factors. The most significant political factors in the fast food chain industry can be identified as follows.
· Trade agreements between various countries provide McDonald’s the opportunities to expand its business globally, also easier to maintain the supply chain by choosing quality raw materials at cheap price. For example: As UK being part of EU, the company is able to supply raw materials freely across all the stores in EU. But on the other hand, after the Brexit the company must follow the trade agreements between UK and EU to continue its supply across the EU where export and import of the raw materials may not be duty free. 
· The guidelines by government for diet and health create both threats and opportunities for the company. This factor put pressure on the company as its affect the health of consumer and increase the obesity. On the other hand, the factor provides the opportunities to the company to improve its product and give more healthier option to the consumer.
However, other political factors such as pollical stability/instability, change in government, employee’s wellbeing, consumer protection, taxation, trading hours restriction also play a vital role to McDonald’s strategic decision and operating the business.  
Economic factors;
Economic factors are known as the factors that are related to a country economy such as employment and unemployment rate, inflation/deflation, value of the money, currency rate, wages rate, interest rate etc. The economic growth is not same across the globe also varies by region of a country. The significant economic factors that affect McDonald’s can be identified as follows:
· Living standard varies by location where operating the business in high standard living areas creates both threats and opportunities for the company. For example, land price in the UK varies by its location, where opening a store in London will be more expensive then other parts of the UK. In contest, as national minimum living age for 2019 £8.21 across the whole country in the UK (GOV.UK 2019) the company are not bound to pay over the wages rate in the expensive area despite the company pay rates varies by location to keep it employees happy.
· Developed economic countries growth are stable which provides the company to grow the business like in Europe, America or Australia. On the other hand, growing business in nonstable economic countries like Africa or Asia provides threats for the company. 
· Interest rate for investing money play a vital role for the company, higher interest rate creates threats and low interest rate will provide opportunities for the investment to grow the business.
Social factors:
Social factors are known as factors that influence the social trend of a society. Such as: disposable income, diverse society, busy lifestyle, living style, eating habits, religious views etc. The most significant social factors affect the McDonald’s are identified as follows:
· Increasing habits of eating outside food creates opportunities for the company to grow the business. The Report by BBC news (30 September 2016) shows that in UK one in six young people eat fast food twice a day and the average household spent £54.65 a week on food, about £20 on eating out, and £10 on takeaways. 
· Busy living style provides opportunities for McDonald’s as working family may not have enough time to cook food at home rather, they rely on eating outside. Also, some time rely on eating on the go as getting late for work. Where choosing fast food is one of the best options. 
· The religious factors can bring both opportunities and threats for the company. If in a society majority people are Muslim will create threats for the company as they eat halal food and not allowed to consume pork. But on the other hand, the company can take it as an opportunity to provide halal food in that society to grow its business like its main competitor KFC. 
[bookmark: _Hlk23891572]Technological factors:
Technological factors are known as the factors that are related to technology like; electronic device, internet, machinery and equipment etc. In this modern era technological changes bring both threats and opportunities in fast food chain. But McDonald’s are well ahead with adopting the technological changes by recently transforming all the old restaurant in to Experience of Future restaurant. Which provide the facility of using the KIOSK to order, McDelivery, mobile app ordering, table service in the store, digital play area, tablets, free Wi-Fi and mobile charging (McDonald’s 2019). However, future technological changes may bring threats for the company as it is common for latest version of technology to come where updating to new version may be expensive. 
Legal factors:
Legal factors are known as law and legislation, such as working hours, minimum wages, income tax, pension scheme, trading hours etc. The significant legal factors that affect the McDonald’s can be identified as;
· Regulations to protect consumer health to reduce the obesity, which creates threats for the company. But also provide the opportunity to find new healthier option in the menu.
· Rising minimum wages every year creates the threats for the company as increasing the cost. The GOV.UK 2019 website shows minimum living wages was £7.20 in 2016, by increasing every year currently its stand at £8.21. 
· Animal welfare regulations increase the treats for company as have to reduce the production. But on the other hand, give opportunity to choose sustainability and increase the production.
Environmental factors:
Environmental factors known as the factors that impact on ecological trend in a geographic area. Like, saving the environment from global warming, preventing air and water pollution, preventing the rainforest etc. Where environmental factors create direct threats to McDonald’s as almost every material to run its operations affect the environment. So, changing climate in some region are threats for the company where the government put regulations in place to protect the environment.  But on the other hand these factors are giving the company the opportunity to be innovative where the company use its used cook oil as Bi diesel for lorries, recycling, keeping the surroundings tidy, using less energy and the company continues working to become more sustainable (McDonald’s 2019).  
2. Analysis of internal context; 
Internal environment is known as all the factors within or inside the organisation that affect the organisational operation. Like external environmental factors internal environmental factors also influence the strategic planning process. That’s why it is essential to analyse the business internal context. To analyse the internal context McKinsy’s 7’S model will be used in here. McKinsy’s 7’S model is a famous tool for conducting the analysis on internal environment. In 1980 McKinsy’s 7’S was established by Tom Peters, Robert Waterman, and Julien Philips (Witcher, B,J and Chau, V, S 2010). This 7’S are the 7 important variables of an organisation and inter linked with other. Also it is essential for all are to progress same way as according to this 7’S model it is impossible to progress significantly  in one area and leaving other one behind. Following figure 1 is the McKinsy’s 7’S framework for McDonalds. 
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Figure 1: McKinsy’s 7’S of McDonald’s.
The figure shows how all the 7 variables are interlinked together and all these variable must progress together where there should not be significant difference among the variable during the the progress. Furthermore, these 7’S variables fall under to categories known as Hard elements and soft elements. 
Hard elements: Manager has the direct control over it and easily recognisable 
· Strategy: Strategy is a long time plan for a business where every thing is plan ahead in advance. However, McDonald’s set up a long term strategy in US to recycle 100% sustainability by 2025 (Carriage, D 2018). Now if the company wants to change this strategy, they will have to need to go through the research again.
· Structure: A business organisations structure make its operation run smoothly. McDonald’s structure is divisional organisational structure as various branch controlled by a supervisor. Also, every branch has Business manager followed by assistant manger and shit running manager than staff member 
· System: The procedures and policies are in the place to make the organisational culture suitable for every employee. McDonald’s policies and procedures are described briefly in the employee handbook as well as in the employment contact.  
Soft elements: These elements are controlled by culture and people behaviour.
· Skill: Every employee in McDonald’s are trained to be skill full and can work more than one station like taking order as well as preparing the food. One of McDonald’s policy is t o make it employees skilled to work in e very aspect of the business.
· Staff: This more relate to HR department to hire the employee, but they go under training in the individual store that they work for.
· Style; It is the way managers manage the employees. Where McDonald’s promote both directive and participative leadership. If anything come under health safety or food safety manager directly get the staff involve dealing with the situation, On the other hand manager ask for experience staff for suggestion in term of cleaning job need to be done.
· Shared Values: This is the core values or beliefs every individual share in an organisation. To prevent any conflict McDonald’s strictly follow the policies where everyone must respect other thoughts and values.

3 Analysis of Organization’s ethical stance:
Business ethics relates to morality, integrity and honesty, where the ethics is a tool to ensure that every single person from top level managers to bottom level employees act responsibly, honestly and morally with others in the workplace. According to Ferrell O.C, Fraedrich, J (2009) in a specific situation business ethics relates to rules, moral, standards, principles concerning the right or wrong. Following are the five ethical sources that a manager can establish in the workplace.
· Utilitarian: A leader can choose the most good thing against the least herm by balancing when he/she fall in a situation.
· Rights: To protect other rights and respect other a leader can decide to go with right approach, but it will impact on the decision-making process.
· Fairness: This is manager responsibility to ensure everyone is treating fairly.
· Common good: Wellbeing of others depend on manager, where manager must ensure others are not affected badly because of the decision.
· Virtue: This relates to honesty and integrity of the manager, where manager need to ensure being truthful. 
As a human being it is common for us to make mistake. But not every mistake can lead to being disciplined. That’s why the following 6 steps ethical decision-making process need to be followed to ensure the ethical behaviour towards other.
1. Defining the problem: This mean to understand the full scenario of the issue or situation before taking further action. For example, in McDonald’s if any grievance come the manager need to find the root cause of that grievance by investigating the matter.
2. Consulting and asking for assistance: In this stage manager should seek assistance from HR department or refer to company policies and guidelines.  Manager should also look other organisation’s policies regarding same issue that will give him/her a more idea what is right things to do.
3. Thinking about the Effects: Before making the decision at this stage manager should research or see if the decision going to affect others. That other values and rights stay protected.
4. Considering the regulation: there is no guaranty that manager will be 100% right. That’s taking decision according to the regulation will nit cause any harm. Where a manger should follow the company guidelines and regulations.
5. Deciding: Once the research is done and all the necessary step is taken by following above stages. It is the time to make the decision. But a draft decision should be communicated with all the people are involve. But manager should be careful about any grievance regarding harassment, where only individual should be communicated.
6. Implementing and Evaluating: At last stage the decision needs to be implemented. Also, it is essential to evaluate how effective is the decision.

4 Comparison of McDonald’s culture and its competitor:
Organisation culture includes its structure, beliefs, shared values, principles, policies etc Where every organisation set their own standards to distinguish their self or to take competitive advantages over competitors. Despite McDonald’s is leading the fast food industry in the UK still the company not free from competition. Where KFC is known as McDonald’s biggest rival in the UK. 
However, both company’s structure is similar as tall structure. Because of various branches. But McDonald’s take the advantages of being bigger size that KFC and the company have more executive officer than the KFC. In term of inside the store operation there is always a shift manager visible on the floor in McDonald’s who are easily identifiable than floor control manager in KFC. This create a huge defence for customer experiences. Also, the service culture in McDonald’s hold a strong competitive advantage than KFC as there are always a customer care assistance visible in McDonald’s with Customer experience leader (McDonald’s Career 2019). Furthermore, a happy, highly motivated and satisfied team will give better performance where McDonald’s is ahead of KFC int erm for providing rewards and benefits to its employees. KFC provide the reward and benefits as: Free Staff Meals, 25% Staff Discount, Potential bonus earnings, 20% EE discount, Flexible Shifts, and Career Progression (KFC Benefits 2019). On the other hand McDonald’s offer to it employees such as: Holiday pay, discount in major retailer, free meal when on the shift, employee discount, flexible shift, career progression, learning and development (apprentice), employee of the month and quarter rewards, performance review which increased the pay, crew outing and service rewards (McDonald’s Benefits 2019).

5 Recommendation to McDonald’s to further enhance its workplace culture:
Despite the McDonald’s is leading the fast food industry still there are opportunities for the company to improve.
· McDonald’s should take the consideration of Brexit and plan ahead to find alternative supplies that come from EU as after Brexit there will be no free trade. Also, the company can take this as opportunity and look for the supply outside of EU where it could be more chipper. Like importing meat from Asian country.
· The company also should make amendment with the structure of management as too many hierarchy above the normal workers, which is a communication barrier and crew morality will be down as too many people they have to obey.
· The company should be carful of adapting technology aggressively, where more machinery than human being. And this machinery and technology making the job harder  who doesn’t know  technology very well like elderly crews.

Conclusion: 
Despite the McDonald’s facing threat form external environment still the company doing well by planning ahead in some cases. Also, the company is taking extra steps to keep the culture of the organisation suitable for everyone which will than increase the productivity level. Furthermore, the internal environmental factors are well under controlled by the company which put the company in competitive position against the rival.
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“This approach appeared for example in the book “In Search of Excellence” by Tom Peters and Robert Waterman.
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