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[bookmark: _Toc96418335][bookmark: _Toc120150922]Introduction
Managerial economics implies the use of monetary hypothesis to the issue of the executives (Rubin & Dnes, 2013). Managerial economics might be seen as economics applied to critical thinking at the level of the firm. It empowers the business chief to accept and investigate things. This paper has explained the Price of substitutes, the Price of complements, Consumer income, taste, and preference. Also, has explained about pricing policy the business can employ.
[bookmark: _Toc120150923]Part: 1
[bookmark: _Toc120150924]Company Overview
In 1940, Richard and Maurice McDonald opened the main McDonald's eatery in San Bernardino, California, and the organization has since extended to turn into the biggest cheap food establishment on the planet. McDonald's presently serves the north of 56 million individuals every day. Over 80% of McDonald's over 30,000 areas are diversified, while the actual firm possesses a little rate of under 20% (Nair, 2018). Inexpensive food goliath McDonald's is generally known for its few variants of the burger, including the cheeseburger, twofold cheeseburger, Large Macintosh, Quarter Pounder, Delicious, and Bounce O-Fish burgers, as well as side things like serving of mixed greens and natural product. McDonald's is a global conglomerate that competes in the fast food business by manufacturing and selling hamburgers, French fries, and other consumable goods via a strategy of uniformity, massive growth, and strong branding. Through franchising, wholly-owned restaurants, and joint ventures, McDonald's grew rapidly and aggressively around the globe. McDonald's management depended on this strategy to help introduce a new dining concept to unproven regions since the vast majority of its overseas outlets are the result of franchise agreements. McDonald's continued global success may be attributed in large part to the company's successful use of franchising, which involves relatively little risk and high potential reward.
[bookmark: _Toc120150925]Reason for choosing the product
This assignment uses McDonald's burgers as a product because Since McDonald's numerous competitors all have the same opportunities to reach consumers, the burger industry is a healthy example of perfect competition. Customers are well-informed about the offerings of all competing businesses, and they are free to choose the items they believe best meet their needs.
[bookmark: _Toc120150926]Part: 2
[bookmark: _Toc120150927]The factors influence the demand for McDonald's product
Price of substitutes: Similarly important to the price of McDonald's burgers is the cost of substitute products and services. Products in the same category may serve as either direct substitutes or useful additions to one another (Arozamena et al., 2018). The desire for alternatives increases as the price of the original product rises. You can get a similar meal at McDonald's if you're craving a burger but don't have time to stop at Burger King. Increases in the price of a McDonald's burger lead to a decrease in sales. However, because Burger King's burgers are such a good stand-in for the real thing, demand for them increases. While this may be true, the demand for non-substitute commodities grows as the price of their complements falls. When the cost of chicken drops consumers are more likely to buy fast food like McDonald's burgers.
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Figure: 1- Demand for substitute product


Price of complements: McDonald's offers a wide variety of goods and services, many of which have positive cross-demand elasticity concerning other McDonald's offerings. These alternatives are available to customers who either do not want to or cannot buy McDonald's items. Furthermore, the company's wares have received praise. Beverage brands offered at McDonald's have alternatives available at other locations. Cokes at McDonald's and Pepsis at Burger King cost around the same (Roeschmann & Rivera, 2016). Whether it's coffee, tea, or soda, McDonald's carries a wide variety of brands. Consumers may easily discover equivalents to its branded meals and beverages at its competitors. There is little difference in the components needed to manufacture burgers and other cuisines. McDonald's burgers may be larger and more affordable than those at Burger King, but other fast food chains' offerings taste just as good and are around the same price. Because of this, patrons may choose their preferred eatery based on proximity and familiarity with the brand. If consumers just care about the product, however, they are free to choose McDonald's or one of its rivals. Customer bringing of outside food is not encouraged by the firm. For this reason, it receives little acclaim. The only time this isn't the case is when customers combine McDonald's fare with items purchased at other establishments. Many times, the freebie will be something that McDonald's doesn't sell. However, many buyers don't use add-ons. They will either choose a product sold by McDonald's, such as a hamburger, or one sold by one of its competitors.
Consumer Income: The purchasing power of consumers is also influenced by their level of income. However, the link between consumer income and quantity sought may be less constant across different types of commodities than it is concerning price. The demand for consumer durables, technological goods, entertainment services, and other commonplace items is proportional to household income (Xiao, 2015). It has been shown that the demand for a product rises as customers' income rises and that this rise in demand is reciprocal. However, the demand curve moves to the left because higher incomes cause consumers to buy fewer of the cheaper commodities available. Low-quality staples like bread and rice are common examples. McDonald's burgers are an example of a low-quality product because the fast food chain is notorious for serving food that is both low-cost and unhealthy. Therefore, as people's disposable income rises, fewer of them will want to eat at McDonald's. This is because buying nutritious food is more expensive than buying junk food. On the flip side, when people's income drops, they tend to eat more often at McDonald's.
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Figure: 2- Income affect demand 
Consumer tastes & preferences: In this context, "consumer taste" describes the degree to which a certain assortment of items satisfies the buyer (Puetz, 2015). Since McDonald's burgers and BurgerKing burgers meet identical demands, customers will experience less pleasure from eating McDonald's burgers than from eating BurgerKing burgers. Though less abstract than other factors, changes in consumers' preferences may have a dramatic effect on a product's demand.
Consumer expectation: A customer's "expectations" are the behaviors or reactions they anticipate from a business. A change in consumer expectation may affect the demand curve in some ways. Customers will wait to purchase a McDonald's burger, for instance, if they believe the price will go down (Mason & Simmons, 2011). The demand for McDonald's burgers changes to the left because of a single outlier scenario when demand drops. In a similar vein, if consumers believe the price of a McDonald's burger will increase shortly, they will rush out and get one before the price goes up. This will cause a rightward change in the demand curve for McDonald's burgers.
Demographic: In business, the significance of the total number of potential purchasers is well acknowledged. Many companies spend all hours every day thinking of new strategies to expand their share of the market and attract more customers. When thinking about competition and market control, the quantity of buyers in the market is equally crucial. Competition is a key factor in determining market dominance. Less competition equals a larger share of the market for each company. There will be less room in the market for all of the current players. The fewer buyers there is the more power each buyer has in the market. Less competition and more monopoly in a market both reduce productivity which is not good for business.
[bookmark: _Toc120150928]Part: 3
[bookmark: _Toc120150929]Factors influence the Price Elasticity of Demand
Availability of Substitutes: The degree to which consumers are sensitive to changes in the price of a product is said to have a very high degree of price elasticity of demand. The explanation for this probably is that even a little increase in the price of such things may encourage buyers to hunt for alternatives to the original product (Lee et al., 2022). One product sold by McDonald's that exemplifies this phenomenon is the rising of 10 pounds on each burger, which encourages customers to purchase burgers sold by BurgerKing instead. Therefore, the availability of a large number of similar substitutes raises the level of sensitivity to a change in price, or we might also argue that this raises the level of price elasticity of demand.
Price Level: When calculating the degree to which prices are elastic, the price level of items plays a significant part in the process. Products with a higher price point have a greater possibility of having a high degree of elasticity. They will be placed even more into the higher price category if the price is increased, but the inexpensive price section may be entered with even a little decrease in price. On the other hand, prices of items that fall under the low-price group tend to be somewhat inelastic or unchangeable altogether. One illustration of this would be a box of matchbooks. Even if its price were to skyrocket, it would not be considered part of the high-priced category.
Income Levels: Several social classes in our society may be identified by their respective incomes and ways of living. Persons who are considered to be upper class often have a greater salary and live a rich lifestyle, in contrast to people who are considered to be lower class, who have a lower income and are unable to buy luxury products (DUFFY et al., 2018). The degree of elasticity of demand is significantly impacted by a population's level of income. The degree to which higher income level groups are responsive in terms of their demand for a product is often rather low. People who fall into such categories are unaffected by the fluctuation in pricing. On the other hand, the price elasticity of demand for an item is very high for persons who belong to income levels that are lower than average. The fluctuation in the pricing of commodities has a disproportionately large impact on low-income persons.
McDonald's burger demand is elastic. Demand may experience temporary ups and downs as prices shift due to factors like corporate decisions or government effects like tax and subsidy policies. Value is available to consumers without requiring a significant time commitment from them to the brand. In addition, they don't get emotionally attached to the meals and drinks on sale to the point that they can't reduce their spending or switch to alternative items. Competition from similar offerings helps keep demand for the firm flexible (Beard, 2013). The firm is in a problematic situation in the market since interest in its products is erratic. While the association's endeavors to advance smart dieting decisions in the public eye are admirable, numerous partners are worried about the nature of the dinners the organization serves. Along these lines, McDonald's benefits are as yet powerless to variances in ware expenses and buyer interest. Purchasers and well-being bodies in different nations are requesting limitations on the advertising of drive-through joints and forcing charges on the business to make up for their adverse impact on society considering the expanded consideration on smart dieting propensities achieved by the high pervasiveness of way of life illnesses like diabetes and corpulence. The suggestions are the same, but the way they are implemented varies from country to country. McDonald's has not yet been hit by a policy adjustment that seriously hampers its business plan, but it is cognizant of the threat such a regulatory move may pose to the company's bottom line. McDonald’s goods confront varied challenges in each of the nations where the firm works, including but not limited to those stemming from technical advancements, societal considerations, the retail landscape, government legislation, and fluctuating economic conditions.
[bookmark: _Toc120150930]Pricing strategy for McDonald’s
Price is the sole tool in the marketing mix that generates profits; all the others have associated expenses, making global pricing one of McDonald's most pressing and difficult challenges. Because a company's worldwide price strategy may make or break its international development attempts, it is difficult for a multinational corporation like McDonald's to coordinate pricing across multiple nations. McDonald's is using a Value-Pricing Strategy by providing customers with an optimal blend of product quality and friendly service at a reasonable price. It would be wise for McDonald's to adopt a hybrid approach.
Lost Cost pricing strategy: Companies use this pricing approach to increase their market share by stimulating demand at low cost (Hennecke, 2019). This tactic is ideal when the product in question has no distinct edge over the competition and economies of scale may help the business earn more money. McDonald's likely has a firm grasp on this pricing approach, since they have consistently maintained low prices to facilitate high-volume sales. McDonald's can get its supplies at reduced prices because of economies of scale and the substantial discounts its large orders qualify for from its vendors. The fast food giant McDonald's is the biggest buyer of beef, pork, potatoes, lettuce, and tomatoes in the world and the second largest buyer of chicken.
[bookmark: _Toc96418336]Bundle pricing strategy: Bundle pricing refers to the practice of selling two or more things together at a discounted cost that is lower than the sum of their separate prices (Webb et al., 2022). Despite the reduced prices, the business can turn a profit as more and more of its wares are moved off the shelves. Getting the word out about the discounted package is crucial here.

[bookmark: _Toc120150931]Conclusion
One of the most important variables in a company's ultimate success is the degree to which economic tools and ideas are integrated into daily decision-making. Managers need to know the firm well and out to make sound decisions, particularly when it comes to setting prices. Players like McDonald's in the fast food oligopoly should know the importance of price in recruiting and maintaining consumers. Furthermore, they need to be aware of how the supply and demand for a product are affected by changes in pricing. McDonald's, first and foremost, should employ the economics that underpins its pricing strategy to maximize its earnings. 
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