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[bookmark: _Toc140403049]Executive Summary
This report analyzes the main challenge McDonald’s faces as a company in the current market dynamics in the fast-food industry. The report has incorporated the use of PESTEL analysis and Porter’s Five Forces to analyze the external marketing environment of McDonald’s and SWOT analysis in the analysis of the internal environment of McDonald’s. The report’s findings indicate that McDonald’s, as a fast-food company, faces threats relating to changing customer preferences, especially their need for healthier food options and sustainability. Based on the report’s analysis, it is concluded that McDonald’s as an entity needs to significantly revolutionize its marketing strategy if it desires to remain relevant and competitive and be able to be in a position to cater to the changing needs and demands of its customers. The recommendation puts forward for the organization to consider taking corresponding measures, which include diversifying its menu to one that is healthier and plant-based alternatives, providing its employee with comprehensive training, using digital technologies to streamline its processes to ensure efficiency and consistency, and seeking for diversification and transpanrency. By implementing these recommendations, McDonald’s will be able to address the identified shortcomings within its organization and elevate itself to a position where it can effectively meet its customers’ changing preferences and demands. In the long run, this will position the fast-food enterprise toward long-term success, enabling it to maintain relevance and meet customers’ changing preferences and demands as well. 


[bookmark: _Toc140403050]Introduction
McDonald’s Corporation, headquartered in Oak Brook, Illinois, was established in 1940 (Tien et al., 2020). The brothers Maurice (Mac) and Richard McDonald started its first McDonald’s restaurant in San Bernardino, California in 1948 (McDonald’s, 2018; Reed, 2021). In its early days, McDonald’s was a drive-through restaurant with a varied menu. The brothers eventually settled on selling hamburgers, potato chips, and pies. Today, McDonald’s is one of the significant American fast-food companies, and its burgers, notably the Big Mac, are famous worldwide. This success aligns with proper marketing strategies put in place to lure a good number of customers who, at the same time, are retained once they taste the quality services of McDonald’s. However, with management, there are issues faced by the same restaurant that needs to be explored to ensure the continuity of the restaurant. This paper highlights the main issue facing the company using Strategic management tools such as SWOT analysis, Poster’s Five Forces, and PESTEL analysis; a recommendation that the company can adopt will also be provided using the marketing mix strategic marketing tool. 


1. [bookmark: _Toc140403051]Analysis of McDonald’s Marketing Activities
[bookmark: _Toc140403052]1.1 The Concept and Importance of Marketing
Marketing refers to the management process involving identifying customer desires and satisfying their requirements with right products and services (CIM Content Hub, 2023). The marketing process deals with the most important aspects of the marketplace. Therefore, it is critical to the survival, development, and profitability of companies (The Chartered Institute of Marketing, 2015).
[bookmark: OLE_LINK12]Over the years, McDonald’s has invested various resources to help in its marketing. The marketing budget is one of the resources that the company has invested in to fund its marketing initiatives, research, and advertising campaigns. According to Statista (2023a), in 2022 alone, McDonald’s spent approximately $390 million in marketing. The other vital resource that McDonald’s has invested in is building a strong marketing team comprising professionals with relevant expertise in various areas such as advertising, brand management, public relations, digital marketing, social media, and content creation. Marketing technology is another essential resource that McDonald’s has invested in. According to Nielsen (2019), by purchasing Dynamic Yield, the company recently invested in technologies like worldwide mobile applications, mobile order and paid self-order kiosks, and digital order boards. Lastly, McDonald’s has also invested in loyalty programs to help them retain customers, engage, and acquire data.
[bookmark: _Toc140403053]1.2 The External and Internal Marketing Environment of McDonald’s
[bookmark: _Toc140403054]1.2.1 The External Marketing Environment of McDonald’s
[bookmark: OLE_LINK1]External market environment refers to factors affecting marketing over which the business and marketing departments have little to no control. These factors keep changing and tend to present both opportunities that a business can capitalize on and threats that a business has to safeguard itself against. This report will use PESTEL analysis and Poster’s Five Strategy as the two main strategic management tools to analyze the external marketing environment affecting McDonald’s. 
[bookmark: _Toc140403055]1.2.1.1 PESTEL Analysis 
1.2.1.1.1 Political Factors
[bookmark: OLE_LINK13][bookmark: OLE_LINK14]Political factors include the laws and decisions a government makes that tend to impact society. Government policies have affected customer spending habits and patterns through the legislation and policies that it has enacted (Hoek et al., 2021). Under the Affordable Care Act, the government passed menu labeling requirements that apply to restaurants and other similar retail food establishments that are part of a chain with more than 20 or more locations; this legislation mandated the chain stores to provide customer access to calorie and nutrition information (US Food and Drug Administration, 2023). Such legislation has changed the confidence and spending pattern, with the majority leaning towards healthy food consumption, thus negatively impacting McDonald's sales.
1.2.1.1.2 Economic Factors
[bookmark: OLE_LINK15][bookmark: OLE_LINK16]Economic factors are various elements that affect an economy’s overall performance and behavior. According to Greenspan (2022), adverse economic conditions, such as inflation, affect customer spending habits. In an effort to curb unhealthy eating habits, the government has introduced various subsidy programs such as a supplemental nutrition assistance program (SNAP), fresh fruit and vegetable program (FFV), a national school lunch program (NSLP) which enables individuals to have access to affordable foods. HFFI, for example, has increased access to fruits, whole grains, lean proteins, and vegetables among low-income individuals (Engel & Rugder, 2020). This has therefore shifted people's preference to healthier foods since they can afford them.
1.2.1.1.3 Sociocultural Factors
[bookmark: OLE_LINK18][bookmark: OLE_LINK17][bookmark: OLE_LINK19]Sociocultural factors are environmental conditions that impact individuals’ adaptive, normative, and maladaptive behavior and social pathology (Melchert, 2020). According to Monterrosa et al. (2020), sociocultural factors are slowly shifting toward a preference for healthier eating habits among individuals due to increased education levels, exposure, and health consciousness among individuals. Therefore, this change in customer preference has resulted in a steady decline in the demand for fast food.  
1.2.1.1.4 Technological Factors
Today's digital age relies heavily on technological components. McDonald's needs to invest in digital marketing tactics to obtain the appropriate insights about customer shift in preferences. The company can achieve this through the automation of its services to include mobile ordering and delivery apps.
1.2.1.1.5 Environmental Factors
[bookmark: OLE_LINK35][bookmark: OLE_LINK20][bookmark: OLE_LINK21]When nutritious food options are easily accessible and affordable in nearby retail stores and food service venues, individuals tend to opt for healthier food. Conversely, in situations where healthy food choices are lacking, people often settle for meals that are higher in calories and lower in nutritional content. (Centers for Disease and Prevention (CDC), 2023). Initiatives like the healthy food financing initiative (HFFI) have improved food accessibility in underserved communities (Karpyn et al., 2019). This has therefore provided individuals with a healthier alternative besides McDonald's restaurants near them. 
1.2.1.1.6 Legal Factors
[bookmark: OLE_LINK22][bookmark: OLE_LINK23]Legal battles, such as discriminatory lawsuits, tend to significantly impact an organization not only in terms of financial laws due to case settlement but also in making customers develop a negative perception towards the entire organization and immediately shift their preference to another organization (Tia, 2023). One MacDonald's franchisee was recently sued for violating civil rights and faced a $10 billion racial discrimination suit (Valinsky, 2022). This has therefore influenced some of its customer's perception of the organization, thus resulting in possible changes in customers’ preference towards the company. 
[bookmark: _Toc140403056][bookmark: _Hlk139834286]1.2.1.2 Porter’s Five Forces
1.2.1.2.1 Competitive Rivalry
[bookmark: OLE_LINK24]McDonald’s is increasingly facing intense competition from various fast-food chains that are coming up, both global and local. However, unlike McDonald’s, its competitors are adopting quickly to changing the preference of their customers. In the last few years, many American consumers have shown a growing interest in healthier fast-food products incorporating more low-calorie ingredients and fresh produce while remaining affordable and convenient. Therefore, This has seen the rise of other fast foods, such as Taco Bell pledging to cut off artificial ingredients, begin using cage-free eggs, and introduce a lower-calorie menu. On the other hand, other small fast food chains also quickly fill the gap, such as Leon, Salad and Go, LYFE Kitchen, and Veggie Grill, all specializing in healthy foods. This, in return, impacts the organization’s sales performance; for instance, in August of 2022, reports on unhealthy foods saw sales reduced by 2.8% in the US, while in Asia, it reduced by 14.5% (Barcelona, 2014). 
1.2.1.2.2 Threats of New Entrants
[bookmark: OLE_LINK2]The fast-food industry has a relatively low barrier of entry to the market, leaving McDonald's constantly under threat of new entrants. This is largely because opening a new restaurant requires little investment, operational expertise, and brand recognition. The increase in demand for healthier food options has provided a huge gap that new entrants are constantly entering the fast-food industry to try to fill the gap that some of the key players have found difficult to fill. Excellent examples of such restaurants include small fast-food chains such as Salad and Go, Leon, Veggie Grill, and LYFE Kitchen, and all of them are specializing in healthy foods. These new entrants seem to be creating their niche by concentrating on organic and locally sourced meals.
1.2.1.2.3 Bargaining Power of Suppliers
McDonald’s has a subtotal purchasing power due to its scale of operations and global presence. This, therefore, gives the company the power to purchase from many suppliers, thus allowing it to negotiate favorable terms with the suppliers. However, this is difficult regarding their dealings with organic suppliers due to the high demand for their supply and brand recognition for others. As a result, the company focuses less on the organic supply than other fast-food restaurants that specifically deal with healthy fast food. Due to a lack of the right ingredients to meet the customers' needs, McDonald's ends up losing to the healthy fast-food chains. 
1.2.1.2.4 Bargaining Power of Buyers
[bookmark: OLE_LINK25]McDonald's has the largest share of the fast-food industry, making it able to serve a larger customer base than other fast-food companies. Therefore, individual customers do not have bargaining power over McDonald’s. With the increase in the number of fast foods, individuals today have a wide range of options they can choose from. According to Gregory (2022), The rise in demand for healthy fast food with a sustainable menu choice has put a lot of pressure on McDonald's to adapt its offerings to meet evolving customer demands and retain their customer's loyalty.
1.2.1.2.5 Treat of Substitute
With the changes in dynamics in the fast-food industry, McDonald’s faces threats of substitutes from various restaurants and convenience stores that meet customers' changing preferences and provide them with healthier food options free from high calories. This also puts pressure on McDonald's to change its menu and include healthier food options for its customers. 
[bookmark: _Toc140403057]1.2.2 The Internal Marketing Environment of McDonald’s
[bookmark: _Toc140403058]1.2.2.1 SWOT Analysis
1.2.2.1.1 Strengths
[bookmark: OLE_LINK26]McDonald's is a highly recognized brand not only at a local level but also at an international level for its iconic golden arches and iconic fast food. According to Statista (2023b), the brand ranked sixth with an increase in value of 27% from the previous year. On the other hand, it also has a high operational efficiency that customers like due to its highly efficient food preparation process and services. Consumers always trade with recognized brands known for operational efficiency, thus constantly enabling the company to make huge sales and revenues. However, according to Jefferson (2023), the company can leverage these strengths to help it adapt to these changes in customer preference, thus enabling it to serve even a larger market.
1.2.2.1.2 Weaknesses
[bookmark: OLE_LINK27][bookmark: OLE_LINK28]A recent study determined that 83% of people believe that typical fast food is unhealthy and does not offer them healthier choices (Garfield, 2017). McDonald’s has been criticized for offering unhealthy food choices to its customers for a long time. Several products on its menu are high in calories and saturated fat, which may cause health problems. Therefore, this has created a perception among many people that its food is unhealthy (Fieldhouse et al., 2023). This perception can potentially damage the company’s reputation in the long run unless the company takes actions. McDonald’s can only perfectly address this perception by introducing healthier menu options to its customers. However, to realize this, McDonald’s has to overcome one of its other weaknesses, resistance to change. As an early mover in the fast-food industry, McDonald’s has established a unified operation system and process to make sure all its restaurants and franchise stores all over the world provide consistent products and customer services. Due to its business model and massive size and scale, it is not easy to significantly change its menu or make other innovations quickly. 
1.2.2.1.3 Opportunities
[bookmark: OLE_LINK29]Customers' preference shifting toward healthier food presents a perfect opportunity for McDonald’s. McDonald’s can maximize this and neutralize its weaknesses at its exposure. According to Hess et al. (2016), McDonald’s can capitalize on this opportunity by expanding its menu to healthier offerings and having a digital transformation to meet the shifting customer demands and remain competitive. 
1.2.2.1.4 Threats
Intense competition and changing customer preferences are significant threats McDonald’s faces, especially due to the changing dynamics in the marketplace. There is a growing demand for fresh, locally sourced ingredients, customization options, and unique dining experiences. McDonald’s and its marketing team needs to stay ahead of these changes by adopting quickly and being part of its customers’ changing needs and wants. 
[bookmark: _Toc140403059][bookmark: OLE_LINK11]1.3 Target Markets of McDonald’s
[bookmark: OLE_LINK30]Regarding geographic location, McDonald’s target segment is 119 countries where it operates, targeting both rural and urban areas. The company targets male and female individuals aged between 6 to 70 years. Mostly young single people not living at home and newly married couples who are young and have no children. McDonald’s also targets mainly lower-working and middle-class employees and professionals. The target market for McDonald’s are individuals seeking time efficiency, cost benefits, essay going, and carelessness (Dudovsky, 2022). This was mainly based on extensive market research, analysis of consumer behavior, and understanding of its competitive landscape.
[bookmark: OLE_LINK31][bookmark: OLE_LINK32]Materials used to capture the target market include advertising through various channels such as print media, television, digital platforms, and social media (Pafitis, 2020). Promotions and discounts such as limited-time offers, discount coupons, and loyalty programs are other materials the company uses to capture its clientele (Meyer, 2022). Community engagement, such as that of the Ronald McDonald House Charities, is also utilized to reach the target market (Arun, 2023). Each material is effective in its manner. Advertising helps the company raise the target market’s awareness of its products. Promotions and discounts incentivize potential customers to try their products. While community engagement enables the company to demonstrate commitment to social responsibility, creating a strong brand image for McDonald’s. 
[bookmark: _Toc140403060]1.4 Marketing Channels of McDonald’s
Facebook, Instagram, Twitter, and YouTube are just a few social media outlets where McDonald’s thrives. The corporation promotes itself by running ads and promoting its products on these sites while interacting with its target audience. McDonald’s also utilizes online marketing and communication by running banner ads, video ads, and display ads on various websites and mobile applications. Lastly, the company has incorporated search engine optimization (SEO) to ensure its online content are optimized for search engine so that potential customers and customers can easily access its content based on specific keywords. These media channels are effective because they provide McDonald’s with a wider reach, an opportunity to interact and engage with its customers, personalization, and an opportunity to track and do market analytics effectively.
[bookmark: _Toc140403061]1.5 Effectiveness Measurement of McDonald’s Marketing 
[bookmark: OLE_LINK36]As a global leader in the fiercely competitive fast-food industry, McDonald’s serves more than 69 million customers on a daily basis in over 100 countries. Undoubtedly, its marketing strategy plays a crucial role in its success (Urrutia, 2023). McDonald’s uses return on investment (ROI), conversion rate, website visits, website visits by traffic source, and impressions to determine the effectiveness of campaigns (Tanton, 2022). The company also uses sales and revenues, foot traffic and customer count, customer surveys and feedback, and social media metrics to measure the effectiveness of its campaign. These strategies are effective since it enables the company to gain insights into the success and impact of its online marketing efforts. To control marketing following the assessments of campaign effectiveness, McDonald’s usually undertakes market research to gain a deeper understanding of its customer behavior, the company also adjusts its budget allocation accordingly by allocating more resources to online marketing campaigns, and the company may conduct various tests of marketing strategies to compare their performance and determine which one is most effective.   
2. [bookmark: _Toc140403062]Conclusion 
McDonald’s has achieved remarkable success as a global fast-food brand by employing effective marketing strategies since its formation. However, according to the above analysis using the three strategic marketing tools, it can be concluded that the dynamics in which the market that is operating under is quite different from what it was operating under decades ago. Due to increased awareness about consuming healthy meals and the need to promote an environmental-friendly lifestyle among individuals, nowadays the fast-food industry is characterized by changing customer preferences and needs towards healthier food options and intense industry competition with new competitive entrants who have more sensitivity to customer needs to take corresponding actions more quickly. Compared to its competitors, McDonald's seems to be reluctant and slow in adjusting to the new changes. Therefore, in order to continue remaining relevant and competitive in the fast-food industry, McDonald’s needs to change its marketing strategy to constantly monitor and respond to these changes.
3. [bookmark: _Toc140403063]Recommendations
[bookmark: OLE_LINK33][bookmark: OLE_LINK4]The marketing mix is a strategic marketing tool that can address issues aligned with the 7Ps (product, price, place, promotion, people, process, and physical evidence) (Hanlon, 2023). Using the marketing mix analysis (see Appendix), various measures can be undertaken by McDonald’s to address its shortcoming identified based on the conclusion drawn in the previous analysis using the three strategic marketing tools, PESTLE analysis, Poster’s Five Strategy, and SWOT analysis. Based on all the above analysis and conclusion, McDonald's should focus on the following key recommendations. 
1. Introducing healthier food options. There should be diversification in menus and programs such as “Worldwide Favorites” from 2019 (Lupsha, 2019). This is already a plus in helping manage the shifting customer preferences. McDonald’s should also focus on product innovation to adapt to changing customer preferences by introducing healthier menu options, expanding the range of plant-based alternatives, and catering to its customers' dietary requirements (Storm, 2018). 
[bookmark: OLE_LINK34]2. Adopting new technologies. Due to Covid-19, technological advancements become increasingly relevant to the fast-food industry. McDonald’s can utilize the benefit of technology to improve its online and mobile ordering systems to provide convenience and reach wider customers, streamline and improve its operation processes to ensure efficiency and consistency in delivering its products and services and reduce costs in the meantime, and collect valuable data to stay up to date to the latest consuming trends and behaviors. Technology like self-service kiosks can also be used in physical stores to improve customer experience. Besides, to inform consumers of the shifts and meet their evolving needs, businesses must adjust their promotional, marketing, and advertising techniques (Labanauskaitė et al., 2019). McDonald’s also can expand its market with the help of digital marketing, social media campaigns, and partnerships with social media influencers and members of communities. 
3. Training on the changing trend and new menu items. McDonald’s must invest in its personnel by offering training on the new menu items and client preferences to serve its customers better. The training program provided by the company should focus mainly on ensuring that the staff are knowledgeable, friendly, and efficient at what they do in a manner that will enable the company to meet the customers changing preferences and demands.
4. Diversifying product offerings. As many competitors now offer similar items to McDonald’s previous flagship products and new entrants provide healthier options, in order to stay ahead of the curve and address the changing demand and preferences of its customers, McDonald’s needs to differentiate itself by closely observing consumer trends, performing market research, and actively interacting with customer input (Wang, 2020). For example, McDonald’s can introduce vegetarian options to attract consumers who have health and environmental protection awareness. In addition, McDonald’s can introduce distinctive products or co-branded products which cater to new trends and fashions, such as items designed with popular flavors or themes. By utilizing their worldwide reach, operational expertise, and brand legacy, they may develop distinctive value propositions that set them apart from rivals. 
5. Enhancing Transparency. As a fast food, McDonald’s should also embrace transparency and be honest about various aspects of its operations. Some areas that McDonald’s should mostly be transparent about are their sourcing of ingredients, nutritional information for customers who want to make healthier choices, food preparation and handling, environmental impact, and labor practices.
Since McDonald’s has a strong brand image and a huge network of stores all over the world, the company can utilize this advantage and take responding action quickly to the changing customer trend and intense competition to stay ahead in the fast-food industry.
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Marketing Mix (7Ps)

Product - need for product offerings to meet changing customer
preference.

Price - price adjustment should align with customer’s willingness to pay
for healthier food.

Place - need to adapt to its physical locations.

Promotion - advertising strategies should communicate the changes.
People - fraining for its employees

Process - need to streamline its processes to accommodate changes in
customer preferences.

Physical evidence - invest in store renovations, and modern designs

that align with customer expectations.
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