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[bookmark: _Toc225262668]1. Introduction:
The purpose of this report is to look at how the macroeconomic business climate influences an organization. The fast-food industry has been chosen for analysis. McDonald's is regarded as the pioneer, with Burger King following in its footsteps. Several theories and empirical evidence have aided the discussions.
The fast-food industry is quickly developing globally. According to study, the market value will be $1.25 trillion by 2033 (study and Markets, 2024). There are numerous primary explanations for this huge expansion. No one has time to cook in today's fast-paced urban environment, as the number of women in the job sector increases, who used to make homes staying inside in early days. As a result, fast food has become the go-to choice for everyone.
McDonald's and Burger King currently rule the fast-food industry. They primarily operate on a franchise model. One advantage of the franchise model is that franchisees face the unavoidable expenditures while franchisors earn a set fee.
According to Kotler and Keller (2009), it is not just about being at the top of the market, but also about maintaining it, and for this, businesses must pay attention to the macro environment, and this is even more important for the fast food industry, since on the one hand, raw material prices are increasing and on the other hand, technological developments are constantly impacting the business model (Chinsuvapala, 2017).
This report has two parts. In the first part, the macro-environment of the fast-food industry has been analysed by examining two factors from the PESTEL framework. The second part of the report highlights the strategies that the selected two companies are implementing to counter these macro-environmental factors.
[bookmark: _Toc225262669]2. Task 1: Critical Analysis of the Macro Marketing Environment:
[bookmark: _Toc225262670]2.1 Macro Marketing Environment:
PESTEL is a framework for evaluating the macroenvironment (Issa et al. 2010). Analysing the economic drivers reveals that the fast-food industry is currently under significant duress. The cost of fast food is increasing faster than total inflation. When the numbers from 2019 and 2024 are compared, it is obvious that the price has increased by around 33% (PYMNTS, 2026). A McDonald's cheeseburger now costs more than $3, up 215% from $1 in 2019. Because low-income people account for the bulk of fast food customers, price increases are driving many of them away.
Looking at the technological factors, it is clear that fast food firms are increasingly reliant on AI and automation technology. They can service consumers faster than ever before thanks to artificial intelligence, and the number of order failures is drastically decreasing.
While all six PESTEL factors are equally significant in analysing an industry's macroenvironment, Johnson et al. (2011) suggest that the factors with the biggest and most severe impact on the firm be prioritized for analysis. This will make it easy to address any remaining issues related to other PESTEL factors. The main reason behind choosing these two factors is that they are closely related to each other. California recently increased the minimum wage for fast food workers to $20, which was once only $16 (Silive, 2024). To reduce this additional cost pressure, businesses are now turning to automation, where kiosk service is gaining popularity day by day. Technology reduces the need to hire human workers.
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The modern fast-food business now relies on technological advancements, and for McDonald's, this is creating opportunities and, in some cases, threats. The biggest opportunity for McDonald's is that it is already in the market leader position. So, they have huge financial backup. As a result, they can invest in digital transformation at a much larger scale than anyone else.
McDonald's received over $37 billion from digital loyalty members in 2025, representing a 20% increase over the previous year (Kempczinski and McDonald’s, 2026). They serve customers so promptly with the "Ready on Arrival" geofancy technology that consumers have to wait half as long as before. In this way, McDonald's is considerably ahead of the competition. According to Bharadwaj et al. (2013), businesses benefit from digital transformation, but these benefits are only sustained if the new technology is integrated into the company's DNA. It will take many years for competitors such as Burger King to build the vast user base that McDonald's loyalty program has, by which time McDonald's ecosystem will be considerably larger. Others will almost certainly be unable to equal this scale.
However, the threat is that this investment will need to be maintained. As technology evolves, they will need to constantly upgrade.
[bookmark: _Toc225262673]2.2.2 Impact on the Follower Organisation
As a follower organisation, Burger King is certainly behind McDonald's in the sense that McDonald's started everything first. However, this is an opportunity for them either. According to Lieberman and Montgomery (2018), one significant advantage of late movers is the ability to learn from pioneers' failures. They avoid repeating the same mistakes and wasting resources by following the correct actions from the start.
In 2021, McDonald's and IBM jointly launched the Automated Order Taking project, which used AI voice to take orders from customers at the drive-thru. This project failed miserably, and McDonald's had to face financial losses. Burger King is learning from this and applying AI more intelligently, and they are currently working with 'AI Patty' with OpenAI. Unlike McDonald's, they use AI to make staff's jobs easier rather than directly dealing with consumers. As a result, they can rapidly resolve any concerns without making a negative impression on clients.
Comparative Vulnerability or Adaptability
	Metrics
	McDonald's
	Burger King

	Technology Investment
	Large scale, from the very beginning
	$400M+ "Reclaim the Flame" and "Royal Reset"

	Digital Sales
	$37B from loyalty members (2025)
	14% overall in 2025

	Adaptability

	High, they are trend setters.
	High, they have committed to modernizing 85%-90% of their restaurants by 2028


	Vulnerability
	Low, they have a lot of capital
and the value of scale
	Higher, independent franchisees are not all in the same financial situation.



Burger King is quite adaptable, but their vulnerability is also worrying. While describing the benefits of late movers, Lieberman and Montgomery also emphasize the importance of properly applying what they learn from the pioneers' failures. Burger King has taken the initiative with the AI Patty, however challenges with its franchise make it tough to execute it at all levels.
Implications for Market Position
It turns out that Burger King is unlikely to be able to match McDonald's massive tech infrastructure in the near future. So, they are trying to portray their unique image through aggressive marketing. They have built a loyal customer base with flame-grilling recipes.
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The increase in raw material and labour costs of McDonald's due to inflation is a threat. But at the same time, new opportunities are created through the trade-down effect. Quelch and Jocz (2009) proposed this theory, arguing that while luxury brands experience issues during economic downturns, it is an excellent chance for lower-tier enterprises, as premium buyers choose them as an alternative at this time. The middle and upper classes, who used to not go to McDonald's much, are now choosing it as an alternative due to the increase in prices at full-service restaurants because of inflation. Although it is also true that McDonald's is disappointing its core customer base of low-income individuals due to the increase in menu prices. Quelch and Jocz (2009) warn that, while the trade-down effect has advantages, the new clients it generates are not typically loyal. Once the economic crisis has passed, they prefer to return to premium options. McDonald's has alienated its long-time customer base by boosting menu prices. It is unclear whether these customers will be able to return to McDonald's once the economic turmoil subsides.
In comparison, in 2024, the price of a McDonald's cheeseburger climbed by 215%, while the price of other food products grew by more than 9%; yet, the increase in menu pricing had little effect on sales. Their revenue in 2024 was close to $26 billion, while the consolidated revenue in 2025 climbed by 10%.
Implications for Competitive Advantage
Although inflation has put pressure on the fast-food business as a whole, McDonald's advantage is its large scale. As a result, they can make good deals with suppliers that their competitors cannot. 90% of their raw materials are secured by long-term contracts (Marshalledu, 2019). So, even though beef costs rose in 2024, McDonald's was able to absorb much of the rise without immediately raising menu pricing. Burger King is clearly lagging in this regard.
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Inflation has also affected Burger King, like McDonald's, although Burger King is more vulnerable due to its smaller scale. Porter's cost leadership strategy helps organizations weather economic downturns by reducing costs. Small enterprises, on the other hand, have less bargaining leverage with suppliers due to their limited market influence. Rising beef prices have been squeezing profit margins on its most popular product, the Whopper. While McDonald's has a diverse menu, Burger King's overreliance on the Whopper has posed a major threat to them. To address this situation, Burger King is focusing on several value deals and aggressive marketing to attract customers.
Comparative Vulnerability or Adaptability
	Metric
	McDonald's (Pioneer)
	Burger King (Follower)

	Scale
	40,000+ locations.
	~19,000 locations.

	Supply Chain Power
	High, 90% of raw materials are under long-term contracts
	Moderate, requires bargaining

	Price Flexibility
	High, even though they raised prices, their revenue did not have much impact.
	Low, they are afraid of losing customers if they raise prices.


	Profit Margin
	Robust; revenue surpassed $24B.
	Squeezed; franchisee profit fell 10%.





Implications for Market Position
The table above clearly demonstrates how susceptible Burger King is. On the one hand, they are fighting for survival; on the other, they are afraid of losing customers and hence cannot raise their prices. In this case, they're focusing on pricing and introducing some incredible items to the menu, including the Barbecue Brisket Whopper. The main reason it attracts customers is that its recipes are submitted by customers via the Whoppers by You program. Burger King is attempting to stay competitive in the industry by introducing new menu options.
[bookmark: _Toc225262677]3. Task 2: Strategic Responses of Pioneering and Follower Organisations:
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The following is a theoretical description of how the pioneer organisation McDonald’s is handling external challenges and opportunities, supported by relevant industry data:
When McDonald’s was lagging in sales in 2017-18, they urgently embarked on a plan called “Velocity Growth,” and as part of implementing this plan, they began “Digitising the Arches” in 2021. Their adaptation can be explained by two elements of Porter’s Generic Strategies—Cost Leadership and Differentiation (Tanwar, 2013).
1. Cost Leadership: McDonald's has a "three-legged stool" philosophy in which suppliers, franchisees, and central operations collaborate to achieve cost leadership. Without one leg, the stool will fall, similar to a three-legged stool. As a result, McDonald's has long-term contracts with 90% of its suppliers for raw materials. To alleviate the burden of rising labour expenses in California, McDonald's launched 130,000 kiosks in 2023 (Farrukh, 2024). This has resulted in a 15% decrease in the number of personnel required for customer-facing roles. This has improved their revenue by 10% within the last quarter of 2025, despite the fact that prices have risen marginally owing to inflation.
2. Differentiation: With the help of technology, McDonald’s has created a scale that competitors cannot easily imitate. In 2025, there were 210 million users on their loyalty platform who had ordered food from McDonald’s most of the time in a 90-day period. McDonald's is now trying to differentiate itself beyond burgers with new products. It has tested cold coffee and soda in 500 of its restaurants, which has been more popular than expected. It plans to launch the lineup overseas this year (Mishra and Cunningham, 2026).
Porter (2011) claimed that businesses may only pursue one strategy at a time. If they try several tactics, they will become caught in the middle. Dostaler and Flouris., (2006) argues that while Porter's trade-off is applicable to small and medium-sized organizations, large-scale businesses like McDonald's might deviate from the rule. They can benefit significantly by leveraging their scale and investing that money in technology development to differentiate.
However, all of these strategies have had a counterproductive effect. McDonald's has had to raise food prices due to inflation. The price of its most popular cheeseburger has increased by 215%, prompting old McDonald's customers to vent their unhappiness on social media. McDonald's says that the price hike has not reduced their sales, but rather increased them. But this is the result of a trade-down effect. McDonald's has now gained a lot of new customers who once preferred to eat at full-service restaurants. But the brand has become out of reach for low-income customers who used to go to McDonald's regularly.
McDonald's can boast about their current digital transformation, but it should not be forgotten that their AI voice ordering project with IBM has failed miserably. McDonald's has been the subject of many video memes on TikTok, which has damaged their reputation (Techmeme, 2024).
Overall, McDonald's strategies demonstrate their massive scale and significant digital commitment, earning them the distinction of pioneers. However, if these initiatives are not well managed, businesses will continue to lose their core client categories, and it is unclear how loyal the high-end customers would be.
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Burger King is unlikely to take the top spot in the fast-food industry in the next few years, at least. They are currently in fifth place in the US market. In this situation, Burger King must innovate in both product and market to thrive. That is why the Ansoff Matrix was used here (Hussain, et al., 2013):
1. Market Penetration: Burger King’s main goal now is to provide value for money to its customers. They are now trying to retain their low-income customers by conducting intense marketing. For example, one of their offers is “Your Way Meal”, which means any burger of your choice for just $5, plus some extra items will be added. This strategy is quite attractive to customers as it has been seen that sales in their existing restaurants increased by 2.6% by the end of 2025 (Nation’s Restaurant News, 2026).
However, it is worth mentioning that, while this offer attracts a large number of consumers, it falls behind McDonald's identical offer, the $5 Meal Deal. The success that McDonald's has achieved in just one month of this offer has not been matched by Burger King in 4-6 months. So, it appears that giving simply low-cost combos will not be enough to compete with McDonalds.
2. Product Development: Burger King is including customers in the product development process through the Whopper By You platform. Here, customers can suggest their own recipes for Burger King's most popular product, the Whopper. This is where the Barbecue Brisket Whopper was invented. However, in comparison, because McDonald's can design a new product in less time by collecting readymade data from their 210 million user base, but Burger King must wait for customer feedback for product development.
3. Market Development: The number of middle-class people in the Asia Pacific and Latin American countries is increasing, so they are interested in spending on foreign brands. Burger King has taken the initiative to expand the market by using this opportunity. It is expected that 80% of their growth in the future will come from the international market (Nation’s Restaurant News, 2024).
However, the problem is that all these are part of Burger King's Royal Reset 2.0 plan, which will be completed by 2028 (Rbi, 2020). This is a long-term plan, and competitors like McDonald's will be further ahead by 2028. Moreover, expanding into other nations introduces new challenges, and when considering the status of Burger King franchisees, it is clear that they lack the financial stability required to successfully expand internationally. So, there is doubt about the extent to which this goal will be achieved by 2028.
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Inflation and technological advancements have both positive and negative effects on businesses. The impact on a pioneer and a follower organisation in the same industry can be different. Inflation is a challenge for both McDonald's and Burger King, but McDonald's is coping with it through scale, while Burger King is trying to cope with it through innovative marketing. Environmental scanning is therefore essential for making this crucial decision. It can help businesses determine what actions need to be taken in the given situation.
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