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[bookmark: _Toc118990593]INTRODUCTION
Economics for a specific country or specific brand tells that how good that company is doing and what they can do in future to raise their demand in the market with taking other factors into consideration for the future growth of the brand. In this report McDonalds is taken as the company it is American food brand and chain which is dealing in global market (Sun, 2022). This report will discuss the demand and its other component that affect the demand of this brand and its product.
[bookmark: _Toc118990594]Product brief
Business to find the demand effect is chosen as McDonalds it is American brand of fast food chain which sells mainly burger and fries and their meal for the children to adult age group. This brand is global brand and it is world number one burger brand and chain which has their store in every country and every city.
 Mainly this brand deals in burger like vegetarian and non vegetarian menu and have different types of breads for their burger so that they can target health conscious people by their multigrain bread. This brand is famous for its marketing strategy to market its burgers also it deal in more products like cold drinks, Tea in many countries, and softy. Its menu fluctuate by the country to country it launches different product according to the people and their choices.
The product that is selected of this company is burger category of this brand and the product is big Mac which is McDonald’s special burger and marketed as it is enough for one person to full their tummy it is filled with veggies and choice of fillings (Choi, and et.al., 2020).  
In UK McDonalds they also deal in vegan menu as most of the people there are vegan, so this Big Mac comes under non vegetarian category and have patty inside with lots of different vegetable also customer can add on their choice of sauce or veggies by paying extra for the choices.  This brand and product is chosen as it is the most selling product of the McDonalds.
[bookmark: _Toc118990595]Demand and market equilibrium
[bookmark: _Toc118990596]Price of substitute
Substitute is the company or product that have same features and target same customer base as the other company does. For this McDonalds Big Mac its substitute product is Burger king Whooper, as it has same size and both the burgers take each other product as competition and market it as substitute of each other. So if the McDonalds Big Mac price increases from 3.19 to 5 Euros then the customer will shift to Burger king whopper burger as it cost 4.49 Euros and its demand will increase (Burger menu prices, 2022). 
So price is inversely propionate to the demand of the precut so if the price increases for any precut its demand decreases. And in substitute goods it is positively related to demand and price, if the price of the substitute good increase then demands of the other substitute good will increase (Tien, and et.al., 2020). As McDonald’s price is lower than the burger king whooper but if the brand decreases its quality or increases its price then the demand for the burger king product will increase. Substitute goods price affect the demand of the main product as it is related to the product and market. 
[bookmark: _Toc118990597]Price of complement goods
Complement goods are those good or products that are demanded jointly and if the demand of one increased then other demand will also increase. It price and demand are inversely propionate, so if the price of complementary goods increase then the demand of the product will decreases as this products are demanded jointly or together. For the McDonalds Big Mac the complementary good is Cheese or Cold drink so if the price of this burger increases then the cheese demand will decrease. 
The price of complementary good for the McDonalds will decrease with the decrease in the price of burger. If the cheese price decreases then the demand for the burger will increase. This factor affect the demand and price of the Big Mac burger as the complement good price affect the demand and price of the product (Raj, and Singh, 2021). Also factor consider while measuring the demand for any product as this products are the reason for the change in demand. This factors are consider as other factors then price that can affect the demand of the product in the market. These complementary goods are come under related good of the product which demand is changing.
[bookmark: _Toc118990598]Consumer income
Demand of the product changes when the cost of the product is remains constant for the whole time and income of consumer changes. Income of the consumer is the main reason to buy the product and services so if the income of any individual increase they will spend more and buy more precuts with its income, so with the rise of consumer income the demand of the products increases. 
So there is positive relation of consumer increase and demand. In the case of McDonalds most of its consumer income is increasing but in UK due to recession their income are decreasing. It is affecting the demand of the product but due to less substitute and low price form its substitute this brand is holding the highest share in the market share of burgers (Zhang, Zhang, and Yue, 2021). This factor of market that is income of target consumer can affect the McDonalds demand and its sale.  
[bookmark: _Toc118990599]Consumer tastes & preferences
Consumer taste and preference is the factor of demand that can affect the demand, this factor can affect the demand of the McDonalds products as people taste in food changes very frequently. There are many other options available in the market to substitute the McDonalds products so the change in consumer taste and their preference can affect the company demand.  McDonalds keep this factor in mind and every time launches new products with new variation and flavor so that its target customer cannot shift to other brand, for example McDonalds launches kids meal, value meal and different type of new products, like new type of bread and stuffing for the patty. So that the customer can satisfy their need and their needs and wants can be cover by the company. 
McDonald’s customers are becoming more heath conscious and changing their choices of not eating white bread that have huge calories and have less calories burgers or dish, so McDonalds also have choice of multigrain bread for their burgers to satisfy their customer needs. Also customer prefers vegan and vegetarian meal in most of the part so McDonalds also introduced vegan and vegetarian meal and burgers in their menu (Sugiharto, and La Are, 2020). Consumer preference can be in term of price and good customer service so McDonalds is keeping this entire pint and have menu for all the income level and have good customer service with online service to meet the preference of their customers.
[bookmark: _Toc118990600]Consumer expectations of price
Consumer expectation is the future prices consumer expect for the product like if the prices of the brand can be in future increases then people rush to get the product in huge bulk so its demand increase. But in situation of burger of McDonalds it is totally different for food products it is not applicable for its demand, so the price of the burger in future doesn’t affect the demand of its current goods. As it can be edible for only few hours or less time so keeping it for future will of no use. Consumer expectation can affect the demand but for McDonalds it is not changing or affecting as this factor is not applicable in the fast food market or brand.
[bookmark: _Toc118990601]Demographics
If the number of consumer increases for the brand or company product then its demand will get affected. Demographic can affect the demand by increasing the number of customers or the product and its demand. If the country where the brand operates their population of target customer is increasing then this will affect the demand of the product and increase the customer base. 
So if the consumer for this brand will raise then its demand will increase, this factor has direct and positive relationship with demand and population of the market. If in UK the target customer of this brand population increase then this will raise the demand of McDonalds Big Mac burger in the economy. This factor affects the demand positively. 
[bookmark: _Toc118990602]Price Elasticity of Demand
Price elasticity is refers to the change in quantity demand percentage is ratio with the change in the price of that product. Price elasticity of demand is arrived from the law of demand which is refers that if the price of any product increased then its demand or quantity demanded will fall, in law of demand it shows the negative relationship of price and demand (Chong, and et.al., 2022). 
For the McDonalds Big Mac product if they will raise its price then its demand will fall in the market of UK. Price elasticity also vary with the demand of the product if the demand is constant with the increase or decrease of price of that product that it will known as perfect inelastic price. If the price increases of the product will affect the decrease in demand but in lower effect as compare to price then it is inelastic price. This price and demand both are equal this means elasticity of price is equal to 0 and the price is elastic for that product, if the price increase is less and demand decrease is higher than the price elasticity is higher than 1 and it is known as perfectly elastic.
[bookmark: _Toc118990603]Substitute effect
Substitute effect is the reason for the customer that they stop buying the product of the company or reduced the quantity of their purchase due to change in their price or substitute good price. This effect shows the relation of quantity to the price of the product or its substitute product (Ng, and et.al., 2022). This effect is the method of microeconomics and explains law of demand with the price concept based on the relative good. So the quantity demand changes can be based on ht price of that product or the income of the consumer of that product. 
Substitute goods refer to the closely related good that have same features and satisfaction in term of units for the customer. In McDonalds the substitution effect can have huge impact on the product sale and company revenue as in the UK market the price of burger king burger is less as compare to McDonald’s product. Also the Big Mac that is used in this report is of 4.5 Euros in UK market and burger king Whooper cost 3.5 to 4 in the UK market(Burger menu prices, 2022).  The substitute effect will affect the brand highly and customer can shift to the burger king product as they offer less price precut that have same satisfaction. 
If the McDonalds will decreases its price its quantity demanded will increase and consumer who shift to burger will again demand for McDonalds but if it increases it product of the Big Mac then the McDonalds can face lowest demand and can lose customer
[bookmark: _Toc118990604]Luxury vs. Necessity
Luxury goods
McDonald’s burger Big Mac is the highest selling burger and is expensive burger for the UK market this good can be come under luxury category of food. Luxury good or products are those which are not affordable to all and mainly target higher or medium income group people. So if the income increases the demand for the luxury item increases they are come under positive elasticity of the demand. So if the demand for these increases it means the income level is increasing in the market. These goods are also bought to show off their income level and when they have satisfied all their needs and wants of necessaries (Zha, and et.al., 2021). For high level income people luxury goods can be necessity goods. In luxury good income elasticity is infinity. 
Necessity goods
Necessity goods are the goods that are basic need of the people either they are high level or low level for whole economy they are important and their price increase cause the elastic relationship with the demand and the price. Also the increase in the consumer income increases the demand of necessity goods as its quantity increases and customer shift to this product from other product. Necessity god have inelastic price in the market as there are less substitute in the market for the necessity goods so the substitute effect on necessity goods are not applicable. But in luxury goods substitute effect is highly applicable as it is elastic demand as compare to price so its substitutes are more in the market. 
This product of McDonalds  burger have come in luxury so its substitute are high and have high substitute effect in the market by its competitor burger king Whopper burger. Also this brand have Elastic price elasticity which means if rice increases its demand will decreases in same quantity and have 0 price elasticity.
[bookmark: _Toc118990605]Income effect
Income effect in term of economics is that change in demand of the product by change in the income of consumer, if the income of consumer increase it result in increase of decrease in the demand of the goods (Schramade, 2019). If the income of the consumer of necessity good increases then the demand of necessity will not affected or increases as they are important and basic need of the people. But in luxury goods if the income decreases then the demand of luxury good will also decrease luxury good and income level is positively related. If the consumer demand is high it means the income of the consumers is increased and if demand is low it result in low income of customer. So income can be reason for the demand of goods and services.
[bookmark: _Toc118990606]Income elasticity of demand
Income elasticity refers to the change in demanded quantity is affected by the change of income of the consumer. In McDonalds if the income increases of the target customer then its demand increases and Big Mac is for higher income level so the demand of this burger will rise with the increase in the income percentage. So there is positive relation of income and demand in the McDonalds burger. Luxury goods have elastic elasticity of income for the demand. 
[bookmark: _Toc118990607]Pricing policy
Low cost pricing policy and bundling pricing strategy for the McDonalds. McDonalds UK follow mainly two type of pricing policy for its burger and other product that is low cost pricing that they give low cost burgers as compare to other brands with good quality product and bundling product pricing. That means combination of 2 products with lowering the price for meals and combination so people can purchase more for attracting to lower prices like Big Mac meal. 
[bookmark: _Toc118990608]CONCLUSION
This report is concluded that for the McDonalds its pricing and other strategies are so well that it never face low demand for its product as they always plan for future by using consumer want and needs and use of marketing strategy help thx consumer to attract to the brand and its discount of the combination of precuts. 
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