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[bookmark: _Toc231953625]Introduction
The widespread nature of the fast-food industry across the globe represents a major change in consumer trends worldwide. McDonald’s is present in over one hundred countries across the globe and caters to more than seventy million customers each day (McDonald's Corporation, 2024). The role played by this brand in various economies around the world varies greatly depending on economic development. In economically developed countries like the UK, people often see McDonald’s as an affordable eating place where it portrays itself as providing speedy and cheap food. However, the scenario in emerging markets like India remains quite different. As a growing middle class emerges in India, eating out at McDonald’s becomes an elite act for the young urban population.
This clear discrepancy in the perception of consumers leads to a fundamental economic inquiry. The key debate lies in the role of McDonalds as a normal good in emerging countries while being inferior good in rich countries. As stated in economics, a normal good can be defined as one that sees increased consumption with a rise in the income of consumers. On the other hand, consumption of an inferior good decreases with the rise in income since the consumers switch to better products.
The research utilizes three countries in creating the comparative context. The United Kingdom represents an advanced and well-developed market, while Indonesia is considered a developing economy and a middle income country showing steady economic growth; India is seen as a rapidly developing economy with low to middle income and a growing population. As such, the three countries cover three different stages of current economic development. The latest statistics show the difference in market coverage of the country. Based on the information presented in the 2024 corporate annual report (McDonald’s Corporation, 2024), there are 1,470 outlets of McDonald’s in the UK, 318 outlets in Indonesia, and 665 outlets in India. This translates to 21.6 outlets per million people in the UK, 1.14 per million in Indonesia, and 0.46 per million people in India. The differences can be explained by the economic capabilities of the country, as defined by the GDP per capita in 2024 PPP terms: the United Kingdom – $60,620; Indonesia – $14,470; and India – $9,817 (World Bank, 2024).
	Country
	GDP per Capita PPP 2024
	Total McDonald's Outlets 2024
	Outlets per Million People

	United Kingdom
	$60,620
	1,470
	21.60

	Indonesia
	$14,470
	318
	1.14

	India
	$9,817
	665
	0.46



It can be clearly seen that there exists a research problem that is evident in current literature. The comparative examination of the inferior goods theory, especially in the context of the fast food industry in countries characterized by varying degrees of income inequality, has not been extensively studied in existing literature. Current literature tends to focus exclusively on fast food without engaging in cross-country studies. More specifically, it seems that existing literature tends to study the fast food phenomenon using a specific economy, or an economy with specific characteristics, in mind.
This study aims to fill the gap. Using secondary data from 2010 to 2024, it will investigate whether McDonald’s practices can be analyzed as inferior goods according to the current theoretical perspective of inferior goods.

[bookmark: _Toc231953626]Research Aim, Objectives, and Questions
[bookmark: _Toc231952954][bookmark: _Toc231953627]Research Aim
The present research seeks to explore the relationship between McDonald’s being an inferior or normal good in wealthy and less wealthy nations through comparative secondary data analysis for India, Indonesia, and the UK for the period from 2010-2024.
[bookmark: _Toc231952955][bookmark: _Toc231953628]Research Objectives
· To examine the relationship between the growth of per capita GDP using the purchasing power parity method and the penetration of McDonald's in India, Indonesia, and the United Kingdom between the years 2010 and 2024.
· To compare the median income levels in these three countries chosen and determining the relative cost of McDonald's food in different income groups of people.
· To find out if the consumption of McDonald's in the United Kingdom follows the law of an inferior good and whether McDonald's food acts as a normal good in India and Indonesia.
· To examine the influence of  fundamental differences in dining culture on the link between income and consumption of fast foods in these three markets.
[bookmark: _Toc231952956][bookmark: _Toc231953629]Research Questions
· Are there any trends or statistical data indicating that the growth rate of McDonald’s sales is lower than the rate of income growth in affluent countries like the UK in line with the theory of an inferior good?
· What is the ratio of McDonald’s market coverage per capita among the populations of India, Indonesia, and the UK considering the size of their populations and levels of incomes?
· What role do cultural perceptions about eating out play in the consumption of McDonald’s food in these markets irrespective of income factors?

[bookmark: _Toc231953630]Preliminary Literature Review
[bookmark: _Toc231952957][bookmark: _Toc231953631]Inferior and Normal Goods Theory
In terms of economic theory, there is a logical framework that facilitates analysis of consumer behavior and choice of products depending on income levels. In essence, inferior goods are those that experience decreased demand among consumers as they become richer, which produces negative income elasticity of demand. Consumers tend to replace such goods with better alternatives as soon as they have enough income. Normal goods display positive income elasticity, as their demand grows together with the accumulation of money. The most important aspect of this theory is that the same product may act both as an inferior and a normal good depending on income levels.
According to Mankiw (2020), this is a basic example of consumer choice based on microeconomic rules. The IFPRI offers E-FooD dataset for the application of these concepts to analyze food consumption specifically. According to Ecker and Comstock (2021), the income elasticity of foods for developing countries is very different from what is observed in more developed nations. Namely, India and Indonesia can be used as examples, as they demonstrate the maximum income effect related to commercial food consumption in their current state.

[bookmark: _Toc231952958][bookmark: _Toc231953632]Fast Food and Income Dynamics
Empirical studies into the relationship between fast-food demand and income have produced varied findings across different economic conditions. In lower-income contexts, the existing literature broadly supports the view that fast food exhibits the characteristics of a normal good, whereby consumption rises alongside increases in household income. Gostkowski (2018) demonstrates through demand system analysis that income elasticity of food consumption varies considerably depending on the product category and the economic context of the country under study, suggesting that food products — including commercial dining — respond differently to income changes across development stages.
In higher-income markets, however, the evidence points in a different direction. As consumer incomes rise beyond a certain threshold, fast food consumption tends to plateau or decline as individuals shift their preferences toward premium dining experiences. Health consciousness, quality perceptions, and greater disposable income collectively encourage higher-income consumers to substitute fast food with full-service restaurants, which is consistent with the inferior good hypothesis in mature markets.


[bookmark: _Toc231952959][bookmark: _Toc231953633]McDonald's in Emerging versus Developed Markets
For instance, McDonald's is very different with respect to its position within the consumer hierarchy depending on the specific market environment. McDonald's entered the Indian market in 1996 as an exotic Western product targeting the youth from urban middle-class families instead of families per se. The company experienced low growth rates due to cultural constraints in terms of serving beef or pork products. McDonald's adjusted its food selection to accommodate the local culture through vegetarian items like McAloo Tikki. Franchise conflicts between McDonald's and the Indian partner – Vikram Bakshi – slowed down the expansion for almost ten years. In spite of its 1.4 billion population, there are only 665 McDonald's in the country, which amounts to 0.46 per million people. Indonesia offers a more culturally adapted Halal menu for the company. The growth of the number of McDonald's restaurants in the country is moderate compared to its total population. McDonald's in the UK represents an affordable and common product. The growth of the number of locations in the country is negligible since the number increased from 1,194 units in 2010 to 1,470 in 2024 in spite of high national income, suggesting market saturation typical of inferior goods. Jeon et al. (2016) explore the Consumer Agency Model with respect to McDonald's presence in India and China. They found empirical evidence confirming the thesis that McDonald's products are used by people in developing countries to indicate their social position.
	Year
	United Kingdom Outlets
	Indonesia Outlets
	India Outlets

	2010
	1194
	109
	211

	2015
	1250
	165
	385

	2020
	1350
	227
	480

	2024
	1470
	318
	665




[bookmark: _Toc231952960][bookmark: _Toc231953634]Cultural Differences in Eating Out
To dine out becomes a luxury activity in some cultures. Typically, people in India used to dine out on three out of every hundred meals they took away from home. This number had risen slightly in recent years to eight or nine meals per one hundred (Campaign India, 2021). Nevertheless, the dine-out business industry remains small compared to other countries of the West. For McDonald’s, the problem lies in the fact that there exist entirely different cultural conditions in India – dining out becomes something to dream about for many people. Consequently, McDonald’s becomes a high-quality product but not something low-end. In the UK, on the contrary, people tend to dine out regularly, which places McDonald's among the cheapest restaurants. According to Ritzer and Miles (2019), people need to discuss how the process of consumption is changing amid growing commercialization in society and whether it means that McDonald’s is offering an inferior type of dine out. Speaking about economics, it is safe to claim that dining out becomes a normal good: richer people have more chances to dine out more often. As far as the category of dining out is concerned, McDonald's becomes an inferior product since people opt for premium products when they become wealthier.

[bookmark: _Toc231953635]Research Methodology including Ethics
[bookmark: _Toc231952961][bookmark: _Toc231953636]Research Philosophy and Approach
The positivist approach forms the basis of this study’s philosophy. The study applies a hypothesis that is already proven in economics through the use of data that is measurable and observable. The approach is more appropriate for conducting secondary quantitative research since it does not depend on human interpretation but rather depends on facts only. The research methodology employed in the study is deductive in form.
[bookmark: _Toc231952962][bookmark: _Toc231953637]Research Design
This paper uses a comparative longitudinal approach. The examination is done on three specific nations at four distinct periods in time to determine change. These periods coincide with 2010, 2015, 2020, and 2024. With the help of fourteen years’ worth of data, the study hopes to detect long-term changes in the consumer behavior trend.
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The study relies entirely on secondary numerical data. The primary data sources include:
· In this study, the annual corporate report of McDonald’s provides an accurate number of restaurants in each respective country.
· The GDP per capita value, adjusted by purchasing power parity, comes from the World Bank and Trading Economics databases.
· The median income values come from the Office for National Statistics of the UK and Indonesia’s BPS database and the International Labor Organization.
· The history of McDonald’s restaurants’ growth over different decades comes from Statbase.org.
· The context is supported by the academic literature from Google Scholar and universities’ library databases.
[bookmark: _Toc231952964][bookmark: _Toc231953639]Data Analysis
The methodology of analysis includes two key elements: trend analysis and comparison. Specifically, the research will explore whether there is an increase or lack thereof in the rate of outlets per one million people compared to GDP per capita growth. Income elasticity will be defined in this case through a very simple approach – the comparison of rates at which restaurants are growing versus rates at which GDP per capita grows. In the course of performing trend analysis, a lot of attention will have to be paid to the issues of purchasing power parity and median incomes to be able to compare data effectively from different countries. Comparing absolute values of costs in dollars, e.g. between London and Jakarta, can only have little meaning.
[bookmark: _Toc231952965][bookmark: _Toc231953640]Ethical Considerations
In this study, secondary data from reliable organizations and companies will be used. Since this study uses secondary data from public sources, it means that no ethical issues concerning the participation of people in this study would arise since there will be no need for their consent. There are no human participants involved in this study. Any data used will be properly referenced in order to avoid any form of plagiarism.
[bookmark: _Toc231952966][bookmark: _Toc231953641]Risks and Mitigations
[bookmark: _Toc231952967][bookmark: _Toc231953642]Data availability: It is not possible to get more granular data such as footfalls at specific customers' levels or sales per McDonald’s branch in specific countries. The company protects its proprietary metrics. Therefore, in the study, there would only be restaurant numbers and country-wise sales per unit as a proxy for actual consumer demand and not the consumption metrics themselves. The limitations would be stated clearly in the final analysis.
[bookmark: _Toc231952968][bookmark: _Toc231953643]Data comparability: The median income metrics from three countries are gathered through national-level sources using different methods to collect information. While the UK uses survey-based data provided by the Office for National Statistics, both Indonesia and India use their respective national BPS and labour databases, respectively. It means that it would be impossible to directly compare incomes. Purchasing Power Parity conversion can solve part of this problem.
[bookmark: _Toc231952969][bookmark: _Toc231953644]External variables: There are several other external factors that affect the pristine relationship between the two variables under scrutiny in the study. Amongst the many, there are the external shocks of the pandemic of 2020, geopolitical conflicts, which impact the cost of production. At the domestic level, local disputes, like that of Vikram Bakshi in India, have affected the growth of restaurants due to increased demand. Differences in taxation policy and VAT would impact the Big Mac price index as well. Such issues would need active control during the analysis.
[bookmark: _Toc231952970][bookmark: _Toc231953645]Scope: The study looks into only three countries and at four points in time. As a result, the results can only be taken as an indication of a wider trend and not a statistical conclusion for all international markets. Conducting the same study for fifty countries would take too much time and words beyond a master’s level dissertation.
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	Task
	June
	July
	Aug 1–14
	Aug 15–28

	Proposal submission and supervisor approval
	✓
	
	
	

	Preliminary Literature Review drafting
	
	✓
	✓
	

	Data collection from World Bank and ONS
	
	✓
	✓
	

	Data organisation and purchasing power parity adjustments
	
	✓
	✓
	

	Methodology chapter writing
	
	
	✓
	

	Findings and Analysis chapter writing
	
	
	✓
	✓

	Conclusions and Recommendations chapter writing
	
	
	
	✓

	Editing, proofreading, and formatting to Harvard style
	
	
	
	✓

	Final dissertation submission
	
	
	
	✓ 28 Aug
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