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Porter’s Five Forces of Competition Framework: Al Rajhi Bank
Name
Institution 


Al Rajhi Bank is a Saudi Arabian bank previously known as Al Rajhi Banking and Investment Corporation and was founded in 1957. It is the largest bank in the Kingdom concerning market value and the second-largest lender. After it was founded, it only focused on banking and commercial operations; today, Al Rajhi Bank offers services and products like consumer financing, security trading, loans, deposits, remittances, and credit cards. Over the years, the bank has undergone major changes which can be attributed to operating in a market. This has led to local and international expansions and partnership with other organizations to better the lives of citizens. The company has expanded its operations to Malaysia, Jordan, and Kuwait. Today, it is among the most profitable banks in the kingdom with a market capitalization of over $4 billion (Al Rajhi Bank, 2010). The success which Al Rajhi Bank has realized since its inception in the market is as a result of relying on the mission statement, which is a tool used to make strategic decisions. Besides, the significant growth of this bank is because of excellent image branding and popularity in the market. This, in turn, has led to the expansion of the customer base, and increased profitability and assets (Alzalabani and Nair, 2013). 
As a universal bank, it can serve people from different backgrounds as well as the region. It has products and services which are designed to serve the needs of different consumers in different groups, including retail, investment, and corporate (Alzalabani and Nair, 2013). It is a Sharia-compliant bank which has a mass market in Saudi Arabia and the region. This has led to a continuous increase in profits and revenues, surpassing financial performances of its business rivals. This can be proven by the company's financial performance, which signifies a strong business franchise. It has also focused on investing its money for security purposes using the liquid money. This is a strength which has enhanced its operations in the dynamic market although there have been instances of recessions. 
One of the five forces is competition rivalry among the existing businesses in the industry. The competitors of Al Rajhi Bank are The Saudi British Bank, Saudi Hollandi Bank, Riyad Bank, and Arab National Bank. These are the main competitors of Al Rajhi Bank because they offer similar products and services. There is a high level of competition in the banking industry, which calls for the management of Al Rajhi Bank to develop effective business strategies to defeat rivals and stay in the competitive edge. Al Rajhi Bank has a strong business franchise which is proven by the profitability and assets of the bank. The bank has been able to attract millions of customers and established a network of 600 branches. 
The uniqueness of the bank's products and services which are customer oriented has helped it maintain its position at the top, providing consumers with quality products and services at affordable costs. According to Haron (1998), Al Rajhi Bank focuses on a less particular segment, being able to serve clients with diverse needs. The bank has also focused on innovation, and use of technology to make services more efficient and user-friendly. 
Another force is the threat of new entrants into the market. As mentioned above, the banking industry is very competitive due to the threat of new competitors. New entrants have been attracted by the profitability of the market. To maintain high profitability, Al Rajhi has been able to block new entrants by relying on innovation, brand image, and quality products and services. Since 1957, this bank has witnessed tremendous growth locally and internationally. Today, the bank operates in Malaysia, Kuwait, and Jordan and has more than 600 branches locally (Alzalabani and Nair, 2013). This expansion can be attributed to the loyalty of customers and an expanding customer base. 
Al Rajhi Bank has a strong consumer base in the region. This is important because it makes it hard for new entrants to enter the market thus minimizing the threat. This can be attributed to the different products and services which the bank has for different consumer segments. This is important because it allows consumers to choose alternatives from the same bank without having to seek other banks. There is product differentiation, allowing consumers to substitute products depending on their needs. Product and service differentiation has made it difficult for new entrants in the market due to entry barrier (Al-Muharrami, 2009). Also, when there are entry barriers, it means that companies which are not realizing profits can leave the market easily. 
Supplier power is another power. Al Rajhi Bank has a high supplier power compared to its competitors. The bank has a strong domestic operating environment, which has given it the opportunity to have many suppliers (Moody's Investor Service, 2008).  With a large number of suppliers, the bank can choose products and services of high quality. With an opportunity to choose from different suppliers, Al Rajhi Bank can switch from one supplier to another thus able to save costs and increase profits. 
Buyer power is another force which can affect the external environment of the bank. With significant expansion over the years both locally and internationally, Al Rajhi has been able to establish a strong customer base. The increased number of clients has enabled the bank to have a high buyer power and thus can dictate what products and services consumers should purchase. It is important for the bank to ensure that it brands itself effectively, to attract more consumers and thus realize a high buyer power. With revenue of more than SR 6 billion, Al Rajhi Bank can develop strategies which can help increase the number of consumers in the Kingdom and the region. 
Lastly, there is the threat of substitution. When companies are producing the same products and services, a consumer always has the opportunity to switch between alternatives. Customers can substitute a product or service if they fell that it does not serve the intended purpose or that it costs much. Compared to its rivals, Al Rajhi Bank has differentiated its services and products, developed substitutes for their products in the market, and established relative prices, whereby consumers are given an opportunity to choose based on their financial status. Al Rajhi Bank has employed a low-cost strategy which allows consumers to purchase quality products and services at lower costs. Differentiation has enabled the bank to develop products which serve the same purposes but for different prices to cut across different social classes. 
Al Rajhi Bank has internal strengths which have enabled the company to operate effectively in the external environment. Also, these strengths have enabled the company to outcompete its business rivals in the highly competitive industry, and maintain its operations in the competitive edge. The strategies which the company has put forth have cumulatively helped in the realization of high profits, continued growth both locally and internationally, and an increase in its market value. Strategies like low cost, differentiation, buyer switching costs, and quality appreciation have helped promote the position of Al Rajhi Bank in the market.  Therefore, I would recommend that the company focuses on differentiation, low-cost strategy, and quality appreciation to remain competitive in the market, prevent new entrants, maintain buyer and supplier power, and avoid the threat of substitution.
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