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[bookmark: _Toc193840582]Executive Summary 

This report aims to assess the external and internal environment of McDonalds in the UK as part of a situational analysis. The report will use analytical models such as PESTLE, Porters 5 forces, VRIO and a SWOT analysis will be used to summarise findings and conclude the report. The findings of the report are that McDonalds have strengths such as bargaining power over their suppliers and a high quantity of outlets across the UK. They have weaknesses such as Parity in their resources and an Unhealthy menu. Opportunities exist for McDonalds in areas such as the growth economy of the UK and the growing trend of veganism. Lastly, McDonalds should be aware of the threats they face such as legal restrictions to advertising and the rise of the meal kit industry.

[bookmark: _Toc193840583]1.0 Introduction 

This report is the first part of a two-part SOSTAC Analysis. The first stage of SOSTAC is identified by Anggraeni et al. (2024) as Situational analysis, which  is explained by Chaffey (2022) as a review of a business’s current position and will review microenvironmental factors such as stakeholders and the macro environment, which Monash University (2025) defines as external factors like the social and economic factors which can impact an organisations decision making and performance. PESTLE, Porters, VRIO and SWOT will be used to conduct this analysis. This report will cover the Situational Analysis section of SOSTAC by means of a market audit. This report will critically analyse current and future external environments.
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[bookmark: _Toc193840585]2.1 Macro Environment - PESTLE 

It is shown by Vikas (2021) that the PESTEL model is used to analyse the macro environment using six dimensions: Political, economic, social, technological, environmental, and legal. (For an explanation of each stage see Appendices.)

	Political
	White et al. (2023) The Russian Invasion of Ukraine has impacted on the UK. For example, fuel costs have increased, which means it could be more costly for McDonalds to transport their goods. However, Borras (2024) talks of Electric trucks being used by McDonalds in Montreal, if adopted in the UK, McDonalds will not be impacted by the increase in fuel prices. Cabinet Office (2025) mentions that there will be a payday boost in April, this will be a cost to McDonalds.


	Economical
	Race (2025) reported that although minor, the UK economy has returned to a growth stage. 
Gov.UK (2024) explains that during growth, wages, and profits increase. This means McDonalds could justify a price increase in their menu. An increase in wages may see people have more disposable income to spend on more expensive items

	Social
	According to The Economist (2024) veganism is on the rise. Jackson (2025) found 48% people aim to exercise this more and a study by Joo et al. (2019) indicates that people will make dietary changes to be healthier. Blake (2018) found McDonalds Menu has become unhealthier as times goes on, stating there is a 221% increase in the sugar content of a Big Mac. McDonalds should consider either making their food healthier or at least offering healthier alternatives to cater to this health-conscious market.



	Technological
	Ng et al. (2025) shows that one technological feature that has become popular recently is AI. Robins Early (2024) shows that McDonalds had trialled an AI system in their drive throughs, but it was not successful.

Sahota (2024) explains McDonalds have kiosks for ordering which reduce wait times. But competitors like KFC and Taco Bell wish to use AI to personalise the drive thru and Dominoes use AI to track customer preferences, Sahota (2024) also explains there is expectations of Robots being used in food preparation. Hamada (2019) states that Advanced IT systems can make a business more efficient and cost effective. McDonalds should look further into incorporating AI, to avoid falling behind competitors

 



	Legal  
	
Cnewton (2024) talks of heavy restrictions on the advertisement of unhealthy food. There will be no advertisements online and between 5:30 and 21:00, there can be no Televised adverts. Other methods of advertising are available, Jamodu (2023) shows that 61% of people they surveyed believed billboards influenced their decision to purchase Coca Cola. However, social media is more favourable as an advertisement method. Statista Research Department (2024) saw that 67% of marketers that responded said they often used Facebook to advertise, indicative that it is a popular choice, however billboards could be a satisfactory alternative. McDonalds should also ensure they are compliant with food laws highlighted by the Food Standards Agency (2023) such as stating the country ingredients were sourced from.



	Environmental 
	
It was found by Poynting and Rannard (2024) that Fossil fuels were shown to be at their peak in 2023, but Renewable energy sources are gaining popularity as an alternative and electric vehicles are becoming more and more popular in the UK. McDonalds (2025) have environmental Goals, such as using far less fossil fuel-based plastic in their toys. 





PESTLE Summary 
CIPD (2024) believes that the PESTLE model leads to more strategic thinking and that the model has a simple outline, which made it easy to use in this analysis. However, CIPD (2024) also point out that the pace of change makes it difficult for businesses to tell what external developments could affect them in the future, and it needs to repeat on a regular basis. However, the simplicity of the model means that updating regularly will not be too difficult and that developing threats can be spotted sooner. The PESTLE model here shows that McDonalds are not impacted by all factors, for example McDonalds are already responding to the issue of increased fuel costs, but areas of improvement and potential directions for the future are highlighted like the social trend of healthy eating and advertising restrictions. McDonalds can adjust their strategy accordingly.






[bookmark: _Toc193840586]2.2 Micro Environmental - Porters 5 Forces 
Another model that will be used to assess micro environmental factors is Porters 5 forces. Porters 5 forces are, as explained by Gratton (2024) as a tool used for strategical analysis of a business’s competition within their respective landscape. Loredana (2024) outlines the five forces in the diagram below:
[image: A diagram of a business
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Figure 1: Porters 5 Forces (Loredana, 2024)

[bookmark: _Toc193840587]2.2.1 Supplier Power

The Sunday Times (2025) mentions how McDonalds have resources like eggs and potatoes supplied by British farms. McDonalds also are seen to aid their suppliers, for example they help farmers manage soil quality and maintain chicken welfare. McDonalds help to improve the quality of their suppliers' resources so it could be argued that McDonalds have bargaining power over their suppliers. Some of McDonalds suppliers do have some bargaining power. An example is that McDonalds (2025) have Coca Cola on their menu, if this is a popular item with customers, they could be unhappy if it were to be substituted.


[bookmark: _Toc193840588]2.2.2 Customer Power
McDonalds is not a necessity, however there are factors that can make them a favourable choice when people do decide to purchase fast food. McDonalds (2022) reward customers through the My McDonalds App which allows points to be earnt and redeemed as rewards, Rane et al. (2023) explains that loyal customers are more likely to buy from their preferred brand even if it means paying a premium, which could help overcome any issues of price sensitivity.  Of course, prices may still be a determining factor for many, as stated by Peachey (2022) that 6/10 consumers will use prices as a determining factor for where they shop, as seen below Comparing the price of a burger at McDonalds to some of its UK competitors presents McDonalds as the favourable option
· McDonalds Menu (2025) – A cheeseburger as a single item is £1.39
· Burger King (2021) - A cheeseburger as a single item is £1.99
· Menu Explorer (2025) – A Fillet Burger as a single item is £6.99 as a single item, according to the McDonalds Menu (2025) A large cheeseburger meal is £4.69, so there is a significant contrast here.
McDonalds face a low threat when it comes to customers choosing to go elsewhere.




[bookmark: _Toc193840589]2.2.3 Substitutes

Newgen (2025) mentions that fast food is convenient due to the speed it is served and its price point, however it is noted that typically it is not a healthy alternative; After assessing social factors, a greater portion of people are embracing healthier lifestyles and so will want healthier food. One industry that involves providing convenient and healthier food is the meal kit industry, Gunther (2024) names some businesses within this industry, such as Gousto, Hello Fresh and Riverford. Looking specifically at the example of Hello Fresh, Denton (2022) says that Hello Fresh provides preportioned ingredients and instructions for cooking to their subscribers, offering a variety of cuisines and catering to various dietary preferences. This will make it easy for preparation and allows customers to select meals fit for their diet, this could easily become a more favourable choice for someone looking for a healthy and convenient option.
If McDonalds want to prevent health-conscious consumers from switching to the meal kit industry they should consider offering a range of healthy options, to cash in on the demographic that the meal kit industry is currently targeting.
Meal Kits do pose a medium threat in taking the growth market that is the healthy consumer away from McDonalds and they also present themselves as a convenient choice., McDonalds need to penetrate this market before they lose customers.



[bookmark: _Toc193840590]2.2.4 New Entrants 
De Avezedo (2025) shows that McDonalds has the highest market share, however many competitors from overseas are coming to the UK. Pochin (2024) lists several fast-food chains that are making their way over to the UK such as Chick-fil-A and Daves Hot Chicken. These branches could pose a threat to McDonalds as they are competitors with McDonalds in the USA. Foodindustry.com (2025) shows that McDonalds are the business that generates the highest revenue in the states, Chick-fil-a are third. However, it has been found that McDonalds have a strong relationship with their suppliers and may be able to dictate who has access to their supply networks, making it difficult if not impossible for new entrants to access the same suppliers, however these new entrants are at least a medium level threat. 



[bookmark: _Toc193840591]2.2.5 Competitive Rivals
Recent findings by the Statista Research Department (2025) present some useful insight into the fast-food industry in the UK.
· The names at the forefront of the industry were mentioned as McDonalds, KFC, and Greggs.
· Greggs has seen massive growth in the past two decades – turnover has been seen to be more than triple between 2006 and 2023
· A 2023 survey showed Pizza to be the most popular takeaway cuisine 

McDonald’s should keep an eye on the growth of Greggs, especially considering that Greggs have plans to offer more fast food like options, for example, Jones and Flanagan (2025) mention the introduction of a new chicken burger. 

McDonalds can capitalize on current trends by offering Pizza at their branches, potentially capitalising on a demographic of their industry that they previously have missed. This could help them hold onto their lead in market share (De Azevedo, 2025) and increase their turnover. Espinosa (2025) mentions that McDonalds have launched a Pizza based burger, this is one way to see if Pizzas would be a popular item for McDonalds.
The threat of Competitive Rivals within the UK is a relatively High threat that McDonalds must mitigate, closely monitoring the actions of competitor and responding appropriately and acting on market trends are some ways McDonalds could sustain their lead. 

[bookmark: _Toc193840592]2.2.6 Summary of Porters 5 Forces

Porter’s five forces proved helpful in analysing the competitive landscape, it makes it clear where threats are present, it encourages further research into external factors that could be of paramount importance to the business. Dutta (2023) agrees that it can help to develop Strategies and Goals and that it helps identify corporate risk. However, Dutta (2023) also brings forth some disadvantages, firstly it does not include a quantitative analysis method and secondly, it does not consider factors such as variation in technology and government legislation. However, Quantitative data was easy to use with the model and any factors not considered were covered in PESTLE. Regarding the level of threats faced from each force:
· New Entrants – Medium Threat – McDonalds should monitor the strategies of these new entrants and act accordingly.
· Competitive Rivals - High - McDonalds should focus on establishing loyalty and monitor the activity of their competitors
· Supplier Power – Low Threat – McDonalds may have greater control over the supply chains in the fast-food industry
· Industry Substitutes - Medium Threat – McDonalds should challenge the rise of meal kits by offering healthy alternatives.
· Buyer Power – Low – McDonalds are a good low-cost alternative.




[bookmark: _Toc193840593]3.0 Internal analysis VRIO model 

Lopes et al. (2018) describes the VRIO Model as a group of four qualities that determine the usefulness of a resource as a means of achieving a sustainable advantage. The four qualities of a resource that will be of sustainable advantage are value, rarity, inimitability, and suitable organisational implementation. A valuable source should be assessed on its rarity, a rare source should be measured for inimitability, judging how imitable it is by competitors and if inimitable, the correct organisational strategy should be implemented to ensure a sustained competitive advantage.
[image: VRIO Model]
Figure 2: VRIO Analysis Model (de Bruin, 2016)

 

Below is a table conducting a VRIO analysis on several of McDonald’s resources and capabilities. These capabilities and resources will be analysed in further detail below the table.
	Resource/Capability
	Valuable
	Rarity
	Inimitable
	Organized to exploit
	Impact on Competitive Advantage 

	Affordable Food and Fast Service
	Y
	N
	
	
	Parity

	Good Community Engagement
	Y
	N
	
	
	Parity

	Exclusive Items
	Y
	Y
	N
	
	Temporary Competitive Advantage

	Strong Brand Position and Loyalty
	Y
	Y
	N
	
	Temporary Competitive Advantage

	Network of Outlets across the UK
	Y

	Y
	Y/N – As seen below, McDonalds have a large quantity of outlets.
	Y
	Sustainable Advantage

	Strong Partnership with Suppliers
	Y
	Y
	Y
	Y
	Sustained Advantage




[bookmark: _Toc193840594]3.0.1 Affordable food and Fast Service

Whereas McDonalds has been shown in the report to be a more affordable option in comparison to some competitors, price is not hard to replicate. The actual fast-food model is now a very saturated Red Ocean Market, a term which Korovkin et al. (2023) explains as relating to a market where there is less prospects of growth and profit generation due to a crowded market space where there is head-to-head competition between competitors as opposed to the ideas of new market creation seen in a blue ocean scenario. This means that McDonalds do not stand out in this regard and have parity with competitors.
,
[bookmark: _Toc193840595]3.0.2 Good Community Engagement
McDonalds have good community engagement initiatives, for example The Ronald McDonald House Charity (N.D) Page explains that the charity supports families that travel far for medical care
CSR is an advantageous capability. Bartel (2024) states that it can be used to loyalty from socially and ethically concerned customers and it can be a driver of innovation and efficiency, which allows costs to be cut. But this is not rare, Many of McDonalds fellow competitors in the UK fast food industry have charities. The KFC Youth Foundation (N.D.) focuses on developing young people to improve their chances of entering meaningful employment and Burger King (2021) have helped support educational development of young people and have make efforts to tackle littering issues.
It has the same advantages to all businesses within the industry, in other words, there is parity among McDonalds and competitors with this resource.
[bookmark: _Toc193840596]3.0.3 Exclusive Items

Whereas McDonalds may have some valuable and rare, or rather, exclusive items. Competitors can also acquire exclusive products that are as equally valuable to them as McDonald’s exclusives are to them. Just as McDonalds (McDonalds, 2025) has the McFlurry, KFC have the Krushems milkshakes (KFC, N.D.)

[bookmark: _Toc193840597]3.0.4 Strong Brand Position and Loyalty

Innes (2023) found that in 2022 McDonalds were seen to be at their strongest in terms of brand positioning, with a 10.9% growth in full year comparable sales. It has been mentioned in the report (De Avezedo, 2025) that McDonalds have the lead in Market share, Customer Loyalty may be one factor that helps them maintain this lead, As established In the report McDonalds can build loyalty through the My McDonalds App and this loyalty will mean there will be less price sensitivity among their customers.  Whereas a strong position may not be rare, the level that McDonalds has reached may be hard for competitors to reach, It is not however, inimitable, the threats of substitute industry, new entrants and competitive rivals found in Porters suggest that McDonalds lead is not cemented.


[bookmark: _Toc193840598]3.0.5 Network of Outlets 

According to Labiak (2024) McDonalds has plans to open an additional two hundred outlets in the next 4 years, on top of their 1700 sites. Cunningham (2023) reports that KFC little more than one thousand outlets in the UK, Burger King have even fewer branches, Scrape Hero (2025) counted 526 burger king locations. It can be argued that having more branches than their competitors in the UK has helped McDonalds sustain their market lead. Planning to open more sites shows McDonalds are organized to exploit the advantage they gain from the outlets.
it may not be hard to replicate but it could prove very costly, the market lead McDonalds have may mean they will have greater funding than competitors and will easily be able to open and new branches and stay ahead, as pointed out in an article by Wichmann et al. (2024) there has long existed the belief that higher profitability is correlated with a greater market share.
 

[bookmark: _Toc193840599]3.0.6 Strong Partnership with Suppliers

As said by Morales (2025) “One of the key benefits of a good relationship with suppliers is the ability to negotiate better prices and payment terms.” McDonalds can negotiate fair prices for themselves with the suppliers they have established a good relationship with. The bargaining power McDonalds have over their suppliers may mean that they have some control over their suppliers' distributions, meaning they could prevent competitors from accessing the same quality resources.

  

[bookmark: _Toc193840600]3.0.7 VRIO Summary 

VanZandt (2023) explains that the VRIO model helps organisations better organise their resources for future initiatives. McDonalds can use the information gained from the above analysis to see which resources and capabilities require more focus. VanZandt (2023) however also points out that the VRIO model does not market changes in the market. This is not much of an issue as the use of the PESTLE model in the report identifies factors that may influence changes. The model was especially useful in highlighting areas of strength and weakness in McDonalds UK, information that McDonalds can act on to maintain their status as market leaders.










[bookmark: _Toc193840601]4.0 SWOT Analysis

Puldio- Alsonso et al. (2024) explains the stages of the SWOT Analysis. Strengths are the internal positive traits of a business that they can utilise, weaknesses are also internal but are negative traits that the business should aim to reduce, opportunities are external factors that that can possibly be advantageous to a business, whereas, in contrast, threats are external factors that could be a limitation or a preventing factor towards business development. 

Strengths 
· Large Quantity of Outlets across the UK
· Bargaining Power over suppliers
· Market Leader 

Weaknesses
· Parity in business model – market is saturated 
· Price Parity – Competitors can replicate pricing 
· Exclusive items can be easy to replicate 
· Unhealthy menu 

Opportunities
· The UK is entering growth economy 
· The growing trend of Veganism and Healthy eating
· Fast food trends – Aforementioned popularity of pizza
· Currently a favourable price over competitors
· Cost saving by means of adapting to electric vehicles 

Threats 

· Potential threat of falling behind on technology trends
· Advertisement restrictions 
· Meal Kit industries are more favourable as a substitute with increased interest in healthy eating
· New entrants to the UK who are competitors with McDonalds in the USA

[bookmark: _Toc193840602]5.0 Conclusion

Overall, McDonalds position within the UK is currently good, they are still the market leaders, however as established above this is threatened by externals. The key issues for McDonalds to address are the risks of falling behind with technology, new entrants that threaten market share and the Meal kit industry, which appear to be more suitable for the market of health-conscious individuals.
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[bookmark: _Toc193840605]PESTLE Definition

The Cambridge Professional Academy (2025) explains what is invovled in each model.
· Political factors will include the current political climate and various policies 
· Economic factors relate to factors such as the state of the economy and exchange rates. 
· Social factors relate to various demographics that may differ in age, population size, etc. 
· Technological factors look at what effects innovative technology could have on production and distribution. 
· Environmental factors are concerned with sustainability and emissions of Co2
· Legal factors encompass health and safety, product labelling and standards for advertising.
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