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Executive summary
The paper emphasizes the identification and interpretation of the financial performance of mcdonald's in the business market. Moreover, to provide authenticated and reliable information a brief description in the context of the essential commodity of the chosen entity and the entity overall has been provided. Moreover, the impact of economical determinants on the demand and market equilibrium of commodities of mcdonald’s has also been provided along with the demand graphs. Furthermore, the impact of substitution and income effect on the price elasticity of demand has also been provided to a great extent. Concerning the requirements of the company and its product Price skimming strategy has been recommended to the firm to improve its financial position. 
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[bookmark: _Toc122775365][bookmark: _8pa2vgc87xj5]Illustration concerning the business 
In business, the management of economics is very essential to identify the performance of the company and the economic condition. Further, the paper involves essential descriptions in the context to fast food products. As per the analysis, it is opined that mcdonald's is a multinational company in America that further deals in the food industry and the fast food supply chain business. The main product in which the company actually deals is Burgers and sandwiches. It is further determined that mcdonald’s is most probably known in the business market for its beverages and burgers. On further interpretation, it is also identified that the most popular product of mcdonald’s is French fries as it has received many stars for the production and sale of French fries (mcdonalds.com, 2022). The main purpose behind selecting Mcdonald's for further interpretation and analysis of managerial economics is to identify whether the company contributes profit towards the economy of its nation or not. Concerning further research, it is identified that the chosen firm was founded in the year 1940 and it further proceeded with its operations as a restaurant. Furthermore, it is determined that the main motto or aim of the company is to make delicious food products and make a good and memorable moment for all of its customers (Mcdonalds.com, 2022). 
[bookmark: _Toc122775366][bookmark: _xs2ntcf605jm]Identification of demand and market equilibrium 
[bookmark: _Toc122775367][bookmark: _e6nnsfnmi04j]Price of substitutes
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Figure 1: Substitute goods effect on demand and equilibrium
(Source: Self-developed)
According to the present scenario of the business market, it is opined that the competitors of Mcdonald's have increased. The increasing range of competitors further also indicates the enhancement in the substitute products. According to the theory of economics, substitute products are referred to as similar products that can be used in place of an original product (Makov et al. 2019, p. 555). Substitute products further create an impact on the demand and market equilibrium. If the price of the substitute goods enhances the demand, the equilibrium price and equilibrium quantity also increase. Concerning the sale of burgers, it is opined that due to the increasing substitute goods the demand for burgers might decline which would further create a negative impact on the financial performance of McDonald’s. 
[bookmark: _Toc122775368][bookmark: _1rjpz9cm31u9]Price of complements
As per the analysis it is perceived that if the price of one commodity enhances then the demand for the complementary goods reduces. Therefore, based on the provided description it can be said that complementary commodities bear a negative cross-elasticity of demand. 
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Figure 2: Impact of complementary products on the demand and supply of the other products
(Source: Self-developed)
As per the given image therefore it can be said that complementary commodities create a negative impact on the demand and equilibrium aspect of other goods (Jawad et al. 2018, p. 5). Based on the accumulated information and further analysis it is opined that if the demand for complementary food products would increase then the demand for burgers would also enhance. This would further create a positive impact on the demand and market equilibrium of burgers. Apart from that, this would also create a positive impact on the financial and economical position of mcdonald’s. 
[bookmark: _Toc122775369][bookmark: _exxkmwt9bnym]Consumer Income 
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Figure 3: Impact of consumer income on the demand and market equilibrium
(Source: Self-developed)
Further, it is also observed that if the income of the consumer enhances then the demand for the products also increases even though the price is increasing. Therefore, based on the accumulated information and further interpretation it can be said that the consumer's income creates a positive impact on the demand and equilibrium margin of the commodity (Clemens, 2021, p. 70). If the price of the commodity and the income of the consumers enhance then the demand for such product also enhances whereas, the decreasing income tends to fall in the demand and market equilibrium. 
[bookmark: _Toc122775370][bookmark: _gbup1l1al9a8]Consumer tastes & preferences
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Figure 4: Impact of taste and preference of the customers on the demand curve
(Source: Self-developed)
According to the further accumulated knowledge it is opined that if the taste and preferences of the client change in a positive manner then the demand for a particular commodity also increase. Therefore, it can be said that the positive change in the preferences and tastes of the customer creates a positive impact on the demand and market equilibrium. Moreover, it is opined that due to the positive change the demand curve shifts towards the right. 
[bookmark: _Toc122775371][bookmark: _5iaw9q8jo5bx]Consumer expectations of price
As per the interpretation, if the expectations of the consumers enhance then it bears a positive impact on the demand curve of the commodity (Liang et al. 2018, p. 15144). Based on the analysis it is determined that the demand curve shifts towards the right due to the increasing expectations of the price of the commodity. In most business firms, the price of the commodity is strategized by predicting the expectations of the customers. The equilibrium price is further determined and explained as the balance between the willingness of payment of the customers for the commodity and the price that the manufacturer is willing to sell the commodity (Tong et al. 2019, p. 99).
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Figure 5: Supply and demand equilibrium
(Source: Self-developed)
As per the given image, it is identified that the demand curve shifts towards the right due to the increasing expectations of the consumers. On the other hand, it is also notified that if the expectations of the consumers decrease the price of the commodity along with its demand also shrinks. Moreover, according to the perception of the consumers in the context of the commodities of mcdonald, it is determined that the price of the commodity might enhance due to the increasing price of raw materials. The increasing price of burgers would further create a positive impact on the demand for the commodity as the supply of the commodity would increase. 
[bookmark: _Toc122775372][bookmark: _36m5bkzdb2c]Demographics
Moreover, as per further analysis, it is opined that the demographics also create an impact on the demand curve and market equilibrium. As per the interpretation, it is determined that if the demand for the commodity enhances other determinants remaining unchanged the equilibrium price of the commodity would also increase (de et al. 2019, p. 312). On the other hand, it is also notified that the enhancement in demographics increases the demand and supply for the commodity. Therefore, it can be said that the fluctuation in demographics creates a positive impact on the demand for the commodity (Heikal et al. 2022, p. 65). Concerning mcdonald, it is perceived that if the population or other demographic of the UK would enhance then it would create a positive impact on the demand and market equilibrium of burgers and other food products of McDonald. In other words, it can be said that due to the rise in demographics the number of buyers would increase which would create a positive impact on the demand for the commodity. 
[bookmark: _Toc122775373][bookmark: _5zbq2nutfrm]Reorganization in context to the elasticity and elasticity of demand 
There are different factors that influence the Price Elasticity of Demand as per the acquired knowledge. More details concerning some of the factors that influence the price elasticity of demand have been provided below.
[bookmark: _Toc122775374][bookmark: _rdee2si608fa]Substitution effects 
As per the opined details, it is perceived that Burger is considered as a luxury food product as to survive it is not necessary for the consumers. Moreover, it is determined that the demand for the commodity and its supply sometimes fluctuates due to the luxury and necessity viewpoint of the consumers (Bochanczyk-Kupka, 2019, p. 125). Necessary demand is most probably considered as inelastic as there are very few substitutes available for the necessary commodities. On the other hand, luxury food commodities are not required on daily basis and it further also involves lots of substitutes.

Due to the rising substitute goods of luxury products, the price of the product also enhances which further results in a reduction in the quantity demanded. Therefore, based on the provided description and accumulated information it can be said that the luxury and necessary factor indicates elastic and inelasticity of demand (Mjeda et al. 2021, p. 1080). As per the analysis, it is further observed that the necessary products indicate demand is inelastic. On the other hand, luxury commodities indicate elasticity in demand. 
[image: ]
Figure 6: Elasticity of demand
(Source: Self-developed)
Elasticity in demand is further considered as the situation that rises due to the change in the demanded quantity and the change in the price of the commodity to the great extent. On the other hand, inelasticity in the demand situation arises if the quantity demand changes due to the fall in the price of the commodity. Moreover, it is also notified that if the absolute value is greater than 1 then it indicates that the demand for the commodity is elastic. On the other hand, it is notified that if the absolute value is less than 1 then it indicates that the demand is inelastic. 
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Figure 7: Inelasticity of demand
(Source: Self-developed)
As per the substitute goods, it is notified that it further creates an effect on the demand elasticity. In other words, it can be said that the products with lots of substitute options are considered as highly price elastic. Moreover, a small enhancement in the price level of the commodity influences the customers to opt for its substitute goods. Therefore, based on the necessary items it is opined that if the price of a commodity increases the customers would not opt for a substitute product as the options for a substitute product is fewer which further indicted the inelasticity of demand. On the other hand, it is articulated that luxury commodities bear a lot of substitute options due to which if the price of luxury commodities increases then the customers would opt for another option whose price is affordable that further indicating elasticity in demand. 
[bookmark: _Toc122775375][bookmark: _5e34dgnoqb4e]Income effect
Another determinant of economics that creates an impact on the price elasticity of demand is income. The income effect is further recognized as an effect on the demand for the commodity that arises due to the fluctuation in the income of the consumers (Laborde et al. 2021, p. 385). Moreover, it is notified that if the income of the consumer increases the demand for the necessary as well as luxurious commodities increases. On the other hand due to the reduction in the income margin of the consumers the purchasing power also declines which further results in a leftward shift of the demand curve.
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Figure 8: Income effect on the price elasticity
(Source: Self-developed)
Based on the provided description and further interpretation it is opined that income affects price elasticity. In other words, it can also be said that for the group whose income level is high the elasticity of demand is low (Baffes et al. 2022, p. 500). In such cases, the changing price of the commodity does not bring any change in the demand for the commodity. Moreover, in the case of a lower income level group the elasticity of demand for the goods is generally very high. The fluctuation in the price of the commodity changes the demand for the commodity for the lower income level group. 
[bookmark: _Toc122775376][bookmark: _cqdglucrgne3]Recommendation concerning the pricing policy
According to the research, it is opined that there exist different forms of pricing policies that can be implemented by the business organization. The core reason that has been identified behind the implication of pricing policy or strategy in the business is to enhance the sales margin of the company. In other words, it can be said that to improve the profitability and accountability condition of the business firm the pricing policy is adopted or implemented. As per the further interpretation, it is determined that mcdonald's further deals with luxury products and its products are further not considered as necessary products. Moreover, due to the income and substitution effect, the demand for its products might fluctuate. Furthermore, the fluctuation in demand would create an impact on the sales margin of the company. Therefore, to overcome such an issue the company should adopt a price-skimming strategy. It is further identified as the strategy through which the company can set a high price for its product and if any competitor enters the market then the firm reduces the price of its commodity to make the customers engaged towards its commodities. 
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