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[bookmark: _Toc54032534]1. Introduction
Small and medium sized organisations can be referred to as one of the significant contributors in the growth of a country's economy. The organisations have a huge contribution to the fostering growth of the UK economy and GDP growth rate (fsb.org.uk, 2019). The businesses consist of a limited number of employees working on a limited objective that generate smaller revenue compared to the large organisations. The study has the aim to examine and analyse the factors that foster the growth of SMEs and the significance of their contribution towards the economic growth and national income of the UK. The report has been developed through the understanding of those factors regarding the strategic decision and annual revenue of the SMEs. The report has the purpose to conduct an environmental analysis to identify the major factors including internal and external that can make a significant impact on the strategic decision making process of companies and it produces a stakeholder analysis to identify the gap in the current strategy of the mentioned organisation in order to propose a long-term strategy that will be beneficial for the organisational sustainability in the industry. The current study has been developed on the Birmingham City centre branch of McDonald's that consist of less than 50 employees.
[bookmark: _Toc54032535]1.1Overview of the organisation
The chain of McDonald's Corporation in the Birmingham city centre branch was established with the other restaurants in the UK from 1974 and as in 2007, the company managed to include the Birmingham City centre branch with the other 700 drive through outlets in the country (Mcdonalds, 2010). The country produces a challenging market for McDonald's Birmingham outlet as it is one of the most promising and significant markets for the fast food chain. The plan to win strategy of McDonald's in the Birmingham outlet has the aim to enhance sales and revenue by offering improving services, healthier food variety of customer services. The chain has the strategy to attract the health conscious customers in Birmingham by producing the healthier options in the outlet menu that includes salads, healthy and tasty foods along with the nutritional information about the food packaging and raw materials used to cook the food (Birminghammail.uk, 2020). In order to catch the eye of the customers, the company has tried to localise the food items and the menu by offering local food and evaluating the food habits and purchasing behaviour of the local customers in Birmingham. For the health conscious customers, the company has the strategy to produce vegetable deluxe burgers and healthier desserts. However, the company in the Birmingham outlet has faced several challenges consumers' perception and purchasing behaviour in the UK. The criticism drawn by the customers due to gaining obesity and detrimental content in the food has established a challenging situation for the company outlet to retain the customers (economicstime, 2009). On the other hand, the company has less than 50 numbers of employees that create a challenge to provide effective service to all the customers every day without compromising the quality of services. The mission of the company is to occupy the fast food market by attracting the customers for repetitive purchase and gain new consumers (Birminghummail.uk 2020). In order to overcome the challenges in the market, the company needs to opt for more effective strategic management and decision-making approaches by evaluating the operating environment and purchasing behavior along with the changing demand of the consumers and stakeholders to maintain the sustainability.
[bookmark: _Toc54032536]2. Environmental Scanning
In order to evaluate the current development and implementation of the strategic decisions while operating in a country, a company needs to evaluate the environmental factors to maintain the ongoing activities and analyse the external and internal factors that can make a significant impact on the strategic decisions of the company (Morden, 2016). In this study, the environment scanning has been developed in the context of McDonald's of the Birmingham City centre branch that identifies the external and internal environmental factors that helps to analyse the market position and strategies of the company.
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Figure 1: Environmental factors
(Source: Morden, 2016)
[bookmark: _Toc54032537]2.1 External Environmental Analysis
External environmental factors are considered as the unpredictable domains that cannot be controlled by the company and they have a significant impact on the business strategy of SMEs in the UK. In the case of McDonald's in Birmingham, there are some significant political and economic impacts on the strategies of the company and some constant concern of implementing technological advancement (Porter, 2004). The external analysis is significant to identify the enhancing demand and changing buying decisions of the consumers in the target market.
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Figure 2: PESTEL analysis
(Source: Pan et al., 2019)
[bookmark: _Toc54032538]PESTEL analysis
The company has gone through different changes and demands in the external environment that has a significant effect on the strategic decision making and implementation of the business strategies of the company in the Birmingham City centre branch. Pestle analysis will help the company to make administrative decisions in a proactive manner.
· Political: policy regarding health and safety in the context of fast food in the UK has a significant impact on the operation and strategies of McDonald's. The company has changed its strategic decisions over the health conscious people due to the enhancing government regulations on fast food that is concerned with the cardiovascular diseases and obesity among the kids and the millennial (ncbi.nlm.nih.gov, 2010). On the other hand, labour laws and taxation rules have made the company to change the operational strategy while recruiting and retaining the skilled employees to provide customer service effectively (gov.uk 2020).
· Economic: due to unavoidable production of meat and potatoes in the Birmingham local market, the company has to import the raw materials that enhance the operations and production cost. In order to sustain the supply chain management, the company has to make effective strategies to deal with the money rate fluctuation and currency exchange that can provide impact on the economic condition of the company in the branch (exchangerates.org.uk 2020).
· Social: social need of health concerning food without compromising with the taste among the millennial in the locality has influenced the company's strategy in its outlet. The company has to look out for the purchasing behaviour and market trend among new generation in the area that make a direct impact on the decision making process of creating the menu and the packaging (Horgan et al., 2019).
· Technological: the implementation of technical advancement has enabled the company to enhance its advertising and promotional strategy that needs to be carried out in the digital media as well. The implementation of technological advancement in the internet based food ordering system of the Birmingham outlet has improved the supply chain and contributed towards the value chain of the company (Keeler et al., 2019).
· Environmental: the increasing consumption of beef and chicken in the food items of McDonalds has been criticized by the environmentalist due to the excessive emission of methane (The Guardian, 2019). It has made the company to change its strategy of food packaging and now it has the aim to use environmental friendly paper packaging that contain required information and nutritional information of the food products.
· Legal: the Birmingham branch has to acknowledge the legal requirement in the UK that include the taxation policies and the regulations regarding employment. The company is making strategies to acknowledge the government and environmental certifications in order to maintain the sustainability in the market (gov.uk 2012).
[bookmark: _Toc54032539]Porters’ Five Forces Model
Porter's five forces analysis provides a significant and valuable framework to identify and evaluate the strategic management of a company and the external environment the company is currently operating. As opined by Nguyen (2017), the issues are addressed according to the evaluation of the external factors that include the competitive rivalry, bargaining power of the customers and suppliers, the threat of substitute products, services and the new entrants in the market. In the current context of McDonald's in the Birmingham outlet, the five forces analysis is developed to analyse the strategic management and its effectiveness to deal with the competition in the market.
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Figure 3: Porter’s five force model
(Source: Nguyen, 2017)
Competitive rivalry: the company is facing tough competition in Birmingham outside because of the enhancement of the fast food restaurants in the market. It indicates the strong force and high aggressiveness of the competitive firms that is creating challenges for the global chain of McDonald's. The aggressiveness of the competitive firms mostly the medium and large organisations in the market has created intense competitive rivalry to the operations of the McDonald. Restaurants like Wendy's, KFC and Burger King in the Birmingham outlet and their low switching cost strategy has enhanced the force of competition because it makes it easier for the consumers to manipulate their purchasing decisions (Statista, 2020).
Bargaining power of customers: the company has to address the power of the buyers to enhance their business performance. The bargaining power of the customers deals with changing demands and influence of the consumers and their direct impact on the business decisions of the company. The changing demand towards low switching cost of the local restaurants enables the consumers to impose their requirement on McDonald's (Niles et al., 2018). The available substitute products add to the power of consumers and it creates the necessity of developing strategies to enhance customer loyalty in accordance with the social culture trends in the market.
Bargaining power of suppliers: the influence of the suppliers of McDonald's has made a significant impact on the production capacity and availability of the door materials. The large number of suppliers produces a weak force to the company; however, Cho et al. (2019) make an argument that due to lack of regional and local alliances with the supplier the bargaining power of them are not integrated. The corporate social responsibility related strategy and stakeholder management policies of McDonald enables it to address the force of suppliers.
Threat of substitutes: there are a huge number of substitute products and services to McDonald in Birmingham due to the enhancement of production of microwave meals and food items that can be made at home easily (Patel, 2019). Due to the low switching cost strategy of the competitors, the companies facing high force from the substitute. However, the company is efforting to encourage people to consume quality and healthy foods from their outlet by providing them effective customer satisfaction.
Threat of new entrants: the UK market is providing variable capital cost and creating opportunity to establish and empower the small and new restaurants. It creates a moderate threat to McDonald's in the Birmingham City centre branch. On the other hand due to lack of resources, the small and new businesses cannot match the brand level compared to McDonald (Wei and Davis-Ngatai, 2017). However, it needs to be considered but not as the most significant strategic issue for the company.
[bookmark: _Toc54032540]2.2 Internal Environment
Internal analysis has the intention to evaluate the key strengths, weaknesses, opportunities and threats for a business organisation in the operating market. SWOT analysis has the aim to identify the internal factors that are involved in the strategic management of a company and evaluate the unfavourable and favourable factors to achieve the organisational goal (Phadermrodet al., 2019). 
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Figure 4: SWOT analysis framework
(Source:Phadermrodet al., 2019)
The swot analysis of McDonald's Birmingham outlet has been conducted below:
[bookmark: _Toc54032541]SWOT analysis
	Strengths
	Weaknesses

	· Strong brand name
· Healthy and tasty food items
· Systematic process of food making
· Sustainable and environment friendly food packaging strategy
· Effective and skilled employees
· Efficient customer service
	· Limited number of employees
· Lack of innovation
· Lack of strategic alliances in Birmingham area
· Lack of variety in food items
· Lack of capacity due to smaller branch

	Opportunities
	Threats

	· Recruiting new and efficient employees
· Expansion of the branch
· Capacity enhancement
· Technological advancement and innovation
· Serve to the community and enhance the social responsibilities
	· Substitute products
· Increasing competition like Wendy’s, Burger king, KFC
· Customer shifting towards low cost restaurants
· Downturn in the UK economy


Table 1: SWOT analysis of McDonald’s Birmingham city centre branch 
(Source: Developed by the writer)
Strengths: McDonald's has a strong and reputable brand name that enables the branch in Birmingham City centre to flourish its services. The outlet has a range of healthy and tasty food items that are produced in a systematic process. Sustainable and environmental friendly food packaging Strategies and approaches are the key strengths of the outlet (Mcdonalds, 2020). Having an effective and skilled workforce, the branch has been able to provide efficient customer service.
Weaknesses: the branch has a limited capacity and limited number of employees due to the size of the organisation in Birmingham can be considered as a weakness. The lack of innovation and strategic alliances in the area create a gap in the strategic management of the branch.
Opportunities: the branch has the opportunity to recruit new and efficient employees and train them for enhancing the capacity and customer service. As opined by Heienset al. (2019), implementation of technological advancement and innovation can be considered as a key opportunity for the branch to enhance its promotional strategies. Moreover, it can enhance its service to the community and improve the social responsibilities by considering the health conscious customers and their requirements. 
Threats: substitute products and enhancing competition like Wendy's, Burger King and KFC are the significant threats for the Birmingham branch of McDonald (Statista, 2020). Moreover, the shift of customers towards the low-cost restaurants in the area can be considered a huge threat for the company along with the downfall in the UK economy.
[bookmark: _Toc54032542]3. Stakeholders Analysis
Stakeholder analysis can be referred to the process of comprehending the importance and participation of the stockholders along with their expectations and power to the strategic decisions made by a business organisation. As explained by Slaba (2016), it helps to identify the potential impact of the stakeholders on the business strategy and decisions by identifying their interest on the company's profitability and revenue. Stakeholder analysis is significant for McDonald's Birmingham branch to determine the importance of the stakeholders and their expectations and interest to the organisational benefits.
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Figure 5: Power-interest matrix
(Source: Slaba, 2016)
High power and high interest: the management team and the shareholders have the high power and interest to the strategic decisions and management McDonald's Birmingham outlet. The leaders and the management group have their contribution towards the strategic planning of the company (Speller, 2016).
High power and low interest: customers are the significant stakeholders with high power and low interest to the company's strategic management and decision making approaches. It is important for the Birmingham branch of McDonald to satisfy the customers and retain their loyalty in order to enhance the profitability (Sapapthaiet al., 2020).
Low power and high interest: employees are considered as the stakeholders with low power in the decision-making process due to the involvement of the upper management but have high interest to the profitability of the organisation. As opined by Young et al. (2018), the company needs to make the employees engaged and informed about the organisational objective and activities in order to enhance their contribution and participation towards organisational profitability.
Low power and low interest: the fast food regulatory authorities and government regulations have low power and interest to the organisational strategy making process. The company must acknowledge the rules and regulations in the operating country and sustain the concern for health conscious customers in the area (gov.uk 2017).
[bookmark: _Toc54032543]3.2 VRIO Analysis
VRIO analysis refers to the analytical method of evaluating the competitive advantages and resources of Birmingham city centre branch of McDonalds, UK. The different dimension of the branch is evaluated from the perspective values, rareness, imitability and organization. 

	Competencies 
	Values 
	Rareness 
	Imitability 
	Organization
	Competitive advantages

	Technology for efficiently processing orders 
	yes
	Yes 
	no
	yes
	Temporary competitive advantage

	Includes trademark of Mcdonald 
	yes
	Yes 
	Yes 
	yes
	Long-term competitive advantage

	Developed partnership with the third-party delivery system
	Yes 
	no
	no
	no
	Competitive parity

	Efficient and effective human resources 
	Yes 
	Yes 
	No
	yes
	Temporary competitive advantage



Table 2: VRIO Analysis
(Source: Created by Learner)
The VRIO analysis indicates that Birmingham city centre branch of McDonald has technical efficiency for processing orders as the branch is applying artificial intelligence for processing order effectively with the support of start-up Apprente (BBC, 2019). The technical system automatically suggests food product according to the weather like McFlurry ice cream during summer days or informing customer regarding the popular food item of the chain. It supports the branch to serve a huge number of customers because the Birmingham city centre branch is considered as one of the busiest branches in the city (Vargas-Hernández and Garcia, 2019). Thus, it creates value to the branch and it is rare but it can be easily imitated and it is organized in the branch, so it is a temporary competitive advantage for the branch. Then the branch includes the trademark of the brand McDonald which adds value to the customers as they can trust the branch for consuming its food and it is rare (McNicholas et al., 2018). The trademark cannot be imitated and it makes the branch organized and support to attract more customers, that’s why it is a long-term competitive advantage. The branch has developed a partnership with third-party delivery systems like Zomato for serving online orders efficiently which adds value to enhance the branch’s sales but it is not rare because competitors also have a partnership with delivery agents (Zomato, 2020). Finally, it includes efficient human resources which serve one of the busiest branches effectively and they are rare because they are provided training for serving the customers efficiently (Desmond et al., 2018). The training program includes one-to-one training session, part-time training which are costly to imitate and the organization structures the training program for the branch which make the resource organized and temporary competitive advantages. Thus, training does not enhance time management or multi-tasking capability of employees, so the branch requires a new strategy. Further, it has less than 50 employees whereas it handles a huge number of customers, so it requires a new strategy for enhancing the effectiveness of the branch. 
[bookmark: _Toc54032544]4. Strategic Direction

	Strategy A- Increasing number of employees
	Strategy B- Providing multi-tasking training to the employees
	Strategy C- enhancing the capacity of the branch

	The first strategy is increasing the number of employees at the Birmingham branch of McDonald because it witnesses a huge footfall of customers, so an increasing number of employees helps the branch to serve customers more effectively. 
	The branch required training strategies which can enhance the multi-tasking capability of employees and make them learn om managing time effectively so that they can provide undivided attention to each customer. It is beneficial for providing more quality service to the customers. It helps the branch to provide quality food and also focus on cleanliness, hygiene and other aspects. 
	The branch required a strategy for enhancing the capacity for serving more customers as it is considered one of the busiest branches in the city. 


Table 3: strategies for McDonald’s Birmingham branch
(Source: created by leaner)
[bookmark: _Toc54032545]4.1 McKinsey 7s model
McKinsey’s 7s model is beneficial for analysing the organizational design of McDonald’s Birmingham city centre branch. 
Strategy: The branch follows the strategy of cost-leadership in order to operate the branch at a low operational cost and it takes place as the brand allows the branch to enjoy economies of scale. The location of the branch enables it to gain popularity in the city. Recently the branch has gone through makeovers that include interactive tablets which enable customers to read the food menu carefully and digitized self-order kiosks along with the traditional table service. It is implemented after a trial of table service; thus, the strategy is providing better customer service which helps the branch to get positive feedback (Bains, 2017). However, it does not address the need for enhancing the multi-tasking capability of employees, that’s why it is required the second strategy.
Structure: It reflects the division of the organization and determines the flow of the information in the company.  In case Birmingham city centre branch of McDonald includes a branch manager who controls the activity of employees and ensures that the requirement of all customers met effectively. Thus, it has a hierarchical structure in the organization but it faces complain regarding the end of food or cleanliness of the branch, so the requirement of the first strategy arises (Callahan-Flintoftet al., 2018). 
System: It includes the processes and procedures of running daily activities in the branch as the branch took orders from customers through the online or traditional method and prepared food according to the McDonald standard, then take support from third party delivery agents in case of online orders (Putra et al., 2019). The system supports the organization to meet customer demand but sometimes the system makes customers wait in long queues due to extreme rush. So, it requires the first strategy. 
Skills: Employees are required to manage many customers as the branch witness rush during festivals like Christmas, so sometimes it becomes difficult to give undivided attention to a particular customer which is one of the complaint of customers as per the review websites (Tripadvisor, 2020). Thus, it needs the second strategy. But employees skilled and knowledgeable regarding the food preparation of the company as customers are satisfied with the food taste and quality.
Staff: The branch has less than 50 employees which support it to provide effective customer service but sometimes it becomes difficult for employees to manage multiple jobs during rush or festive seasons as they required to give attention on preparing food, handling customers, collecting payment and so on. Thus, it needs the first and second strategy (‌Bruce and Langdon, 2000).
Style: It reflects the management styles of the organization as the Birmingham branch of Macdonald applies action-oriented management approach and it becomes difficult to handle the different queries of a wide range of customers and meet their requirement effectively, so the third approach is required (Faulkner and Campbell, 2003).
Shared values: It reflects the standards and norms of the organization. The branch also follows the values of McDonald as it uses the brand name and trademark, so the values include prioritising customers and their requirements (Mcdonalds, 2020). The branch develops an inclusive workforce which does not discriminate among employees of various backgrounds. 
[bookmark: _Toc54032546]4.2 SAF analysis
SAF model refers to the process of evaluating the strategic possibilities of Birmingham branch of Macdonald from three aspects sustainability, feasibility and acceptability. 
Suitability
It determines the current strategy of the branch of McDonald is appropriate for achieving its goal or not through considering both strength and weakness of the strategy. The objective of the Macdonald’s branch includes serving good food to the customers for creating great value to the customers by developing a fun environment in the branch (Gandhi, 2019). The strategy of expanding its capability helps the branch to serve more customers and make it more sustainable.
Feasibility
It determines the strategy of the branch is practical or not. The branch is handling the rush pretty well irrespective of being one of the busiest branches of McDonald in the city through applying technology (Linnemayret al., 2018). However, sometimes employees face difficulties in providing undivided attention to many customers, so increasing the number of workforces enables the branch to provide more effective service to the customers. It can be achieved by hiring more full-time or part-time employees. The training enhances multi-tasking capability of employees which can be implemented by developing a training program. The third strategy can be implemented by stocking more food items and increasing human resource so that more customers can be attained efficiently. Thus, the strategies are practical. 
Acceptability
The strategies can be accepted because the only risk with three strategies is it can enhance the operating cost of the branch but it can support the organization in achieving its objective and enhance customer satisfaction (Barney and Hesterly, 2012). Increasing customer satisfaction can attract more customers to the branch which enhance enhances the sales of the branch, so the interest of stakeholders is protected through the implementation of three strategies.  
[bookmark: _Toc54032547]4.3 Findings
The Mckinsey 7S analysis has found out that the organization has an effective strategy for handling the rush of the branch in terms of technology. The current share values enable the branch to serve good quality food to the customers but it lacks in providing individual attention to a large number of customers. That’s why the need for the first strategy arises to increase the number of workforces in that particular branch of McDonald as it enables the branch to serve more customers (Marcus and Fremeth, 2017). Thus, it is very easy to imitate and the branch does not capitalize on the competency, so it is a competitive parity for Birmingham branch of McDonald.
Further, it identified that the employees suffer in managing the different task of the organization during the peak season like festivals which initiates the need for the second strategy of providing multi-tasking training to the employees (Britton and Callender, 2017). Due to lack of training and development, sometimes it becomes difficult for the employees to maintain the quality and commitment towards the customers and their services. Thus, training will help the employees to enhance their skills and capabilities through the training session and the company needs to implement the second strategy by initiating the training programmes. It will improve the overall customer service and its quality and also produce a competitive advantage. 
The requirement of the third strategy of increasing capacity of the branch arises for serving more customers effectively and efficiently. It has been found out that three strategies enhance the long-term sustainability of the McDonald’s strategy as they are practical and acceptable through focussing on customer service quality. Thus, the branch requires managing the rush efficiently by giving attention to an individual each customer, so that any customer does not feel left out because of the rush, so the strategy helps the branch to sustain more. The multi-tasking capability of employees ensures that different aspect of customer service like hygiene, placing an order in a timely manner is met.
[bookmark: _Toc54032548]5. Recommendations
It is recommended to the Birmingham branch of McDonald to evaluate the effectiveness of the strategies after implementation in order to determine that the strategies actually is beneficial for achieving the objectives of the organization more effectively. By doing do the efforts towards strategic changes would be worthwhile and reflective upon the overall performance of the company. This evaluation would allow the company to understand the strategy that should be implemented and the strategies that should be avoided. 
The organization is recommended to develop a cost-benefit analysis in order to determine the exact return of the branch over the investment on the strategies in order to make it more relevant for reducing the drawbacks of the branch (Pearce, 2016). This would allow a better approach to be taken for which the invested costs and time would be worthwhile, reflecting the benefits gained. The analytical tool will be beneficial for decision-making and to recognise the effective requirement of cost and predict the benefits. It also allows implementing alternative policies to prioritise the opportunities for cost-saving. 
It is recommended to the branch to develop HR strategies for managing the increased number of employees efficiently as currently, it has less than 50 employees; thus, hiring workforce requires an effective human resource strategy for managing more employees (Anwaar et al., 2016). Training session can be arranged for the newly recruited workers to make them understand about the organisational objectives and the requirement of their commitment and engagement to improve the quality of customer service in the Birmingham branch.   
[bookmark: _Toc54032549]

6. Conclusion
The study shows that the branch of Birmingham of McDonald has the strength of strong brand value and quality product. It uses technology for providing effective customer service and it also supports the organization in developing a promotional strategy. However, the branch has a weakness of substituting products because of the threat of competition. Sometimes, the branch faces difficulty in handling the huge number of customers, so the study developed three strategies including increasing the number workforce, enhancing multi-tasking skill capability of employees and increasing the production capacity of the branch for serving more customers. This overall report has allowed this chosen SME company to be understood in terms of how the company contributes to the overall UK GDP growth rate and the economy. A company like this branch of McDonalds, employ a limited number of employees that generate a small revenue when compared to larger organisations. Several factors have been understood regarding the annual revenue of SME’s and their strategic decisions. An environmental analysis has been done on the organisation to see how major factors both internal and external have an influence on the vital decision makings made in the company. By doing so a stakeholder analysis was comprised through which the gap of the current strategy exhibited by the company was identified. This allowed a long term strategy to be proposed for the better sustainability of the company in the industry. 
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