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As we emerged in a more technologically- based era, there is no doubt that the fast- food industry is continuously growing day by day. Even so, it is important to note that the aftermath of the pandemic has since led the world into an economic recession global-wise. In regards to this, this report entails on the fast- food industry, specifically focused on McDonald’s, one of the key players within said industry. 
The main objective of this report is to outline the market audit done on McDonald’s as a company, as well as the fast- food industry in both external, and internal regards. As of such, four models have been utilised. These models are; the PESTEL analysis, VRIO framework, Porter’s five forces, and lastly, the SWOT analysis. Include in this report is a set of recommendations that McDonald’s could take into consideration, with the mission to further enhance the company as a whole. 

[bookmark: _Toc131194928]2.0 INTRODUCTION
The fast-food industry, in essence, can best be regarded as a growing industry, particularly one of which is most commonly associated with the food and beverage industry. To put this matter into perspective, with the global economy being in an uncertain state after the turmoil of which is the pandemic, it is no surprise to see significant growth in this regard, specifically in terms of how consumption of fast- food options has been steadily growing. Research shows that the fast- food industry would continue to soar around 4.6% post pandemic, almost returning to its initial rates pre-pandemic (Grand View Research, 2023; Fortune Business Insight, 2023). This, from a generic perspective, is mainly contributed by the increment of consumer-spending in general regards. Prominent global key players include McDonald’s, Wendy’s, KFC and so on (Markatos, 2006).
Pertaining to this, McDonald’s, being one of the prominent players within the fast- food industry can best be regarded as a multinational fast- food restaurant. To further elaborate in regards to this matter, McDonald’s can be considered as one of the leading companies within the industry (Freeman, 2007). With the iconic golden arches, McDonald’s was founded by Ray Kroc, of who took the opportunity to offer the American meal essentials, particularly hamburgers, fries and shakes global-wide in more than 100 countries (Vrontis & Pavlou, 2008; Onyusheva & Salim, 2022). 
As of such, to gain a much better understanding on how the economy has since impacted McDonald’s as a fast-food company, a thorough and detailed marketing audit is done as requested of the management. 
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Four models will be utilised within this marketing audit, all of which would define McDonald’s, as well as the fast- food industry from both external and internal perspectives. These models are PESTEL analysis, VRIO framework, Porter’s five forces, and SWOT analysis.
[bookmark: _Toc131194930]3.1 PESTEL ANALYSIS
The PESTEL analysis can best be defined as a model of which externally analyses how certain factors may have a direct or indirect impact on the business in general, or to put it in better words, towards the macro environment of the general industry. These factors include political, economic, technological, environmental and legal (Shamim, 2019; Issa et al, 2010; Ibrahim, 2012). Diagram 1 shows the PESTEL analysis and its factors. 
As of such, a PESTEL analysis has been conducted on the fast- food industry, of which is an industry where McDonald’s is in relations to, as per referred to in Table 1 in 6.0. In specification towards this matter, two factors would be put under detailed discussion; the economic factor, and the social factor. 
[bookmark: _Toc131194931]3.1.1 ECONOMIC FACTOR
As of current, there are certain economic factors that should be taken into consideration, particularly one that revolves around the fast food industry, as well as McDonald’s from an external overview. 
One of the main aspects when it comes to economic factors is the post- pandemic state of the economy, particularly on how economic recession has plagued the economy globally. This, in essence has caused a major slowdown overall, of which is a direct impact of COVID- 19. As of such, it is safe to say that due to the pandemic, global sales have suffered from a decrement vehemently, with the percentage being around 22% (Cuafano, 2023). Pertaining to this matter, McDonald’s has been forced to operate at a limited number of stores only. Not only that, as McDonald’s main income comes from their restaurants, due to lockdown, McDonald’s entire revenue has decreased by 9.79% in the year 2020 alone (Shaw, 2023). This inherently shows how the economic recession acts as a significant setback for the fast-food industry, as well as McDonald’s. 
Another matter that should be put into perspective is the concern over inflation. In accordance to Levin (2023), the prospect of inflation acts as a contributor to the fast- food industry. To further elaborate in regards to this matter, traditional restaurants have proven to be much more expensive, mainly due to the rising prices of groceries in a general sense (Meisenzahl, 2022). As of such, most consumers who aimed to conserve their expenditures are more likely to opt for fast food as a means to save on money. This is mainly due to the fact that fast- food offers a cheaper option for consumers, sometimes even offering value meals. Even so, it is important to note that the fast- food industry has also been directly impacted to the rising costs of materials and food. To combat this, some brands, including McDonald’s has opted to offer long- term combos for meals to appeal to the consumers as a whole. To put it in simpler terms, the demand for fast food is increasing over time, with its cheaper price being more appealing for the general consumption of customers (Mohammadbeigi et al., 2018). 
Aside from that, the changes that occurs within the currency exchange rates has also been a concern for the economic factor. To put matters into perspective, any changes in the currency exchange rate can cause a substantial amount of significant change, mainly due to the fact that the fast- food industry is generally large in nature (Dudovskiy, 2022). Besides that, McDonald’s is also operating a global-wide operation, hence, any changes on the currency exchange rates are a direct impact on the multinational fast- food giant. In terms of this, with the constant changes to the currency exchange rates, it may be quite difficult to attain and procure any raw materials or inputs at a lower price (Dudovskiy, 2022). 
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Social factor, in its best regard can be defined as the cultural aspect such as lifestyle and trends, and how it influences the organisation. In regards to this, there are several social factors that should be taken into account.
One of the most crucial social factors as of date is the increment of demand and interest over the consumption of vegan- based food. In essence the vegan food industry is set to face an increment of over 10.1% growth rate in the future . This is mainly due to the increasing number of influences to adopt a healthy, vegan lifestyle. In other words, consumers as of date tend to be more health- conscious, of which allows the prospect of market penetration in an existing market player, mainly to appeal to the health- conscious by offering with meals that are more suitable for them (Shaw, 2023; Frue, 2018). Offerings like the McPlant acts as an intermediary between the fast- food chain, and the vegans. 
Another important factor the concept of adapting to the culture of the respective countries. Adapting to suit the needs and demands of the consumers is a crucial aspect that should be utilised by all organisation. This is mainly because change is highly volatile, and the fast- food industry is heavily reliant on trends and culture (Greenspan, 2022). For instance, McDonald’s in Japan offers teriyaki burgers and shrimp burgers, whilst in Malaysia, it offers Nasi Lemak McD and the Prosperity burger. In essence this shows how McDonalds localises its meals to adapt to the preferences of the consumers. 
[bookmark: _Toc131194933]3.2 VRIO FRAMEWORK
The VRIO Framework is an internal analysis of which categorises the resources and capabilities within an organisation, and determines whether or not is can achieve sustained competitive advantages (Chirjevkis & Ludviga, 2009). There are four criterions; Value (V), Rarity (R), Imitability (I), and Organisational (O). Diagram 2 shows the VRIO Framework.
In essence, McDonald’s has plentiful of organisational resources and capabilities; all of which should be taken into close consideration. Table 2 in 6.0 shows a detailed VRIO framework on McDonald’s. In regards to this, we will be focusing on the VRIO core competencies of McDonald’s, of which has been analysed through the framework (Bizotto, 2019; Harvey, 2020). Core competencies, in simple terms, can be regarded as competitive advantages that prolongs on the long run. Pertaining to this, there are two core competencies of which should be taken into account. 
Firstly, is McDonald’s as a brand itself, of which can be defined as iconic worldwide, as well as it being iconic in general. Regarding this matter, McDonald’s can be said to remain profitable through the means of brand recall, where most consumers would think of said brand (Lopez, 2020). In reference to the VRIO analysis, McDonald’s brand can be regarded as an organisational resource whom are both of high value, and is rare as a whole. While it is imitable, it may be proven to be hard, as it may be difficult to come up with a stronger brand such as McDonald’s, which is already a strong company in general. It is also important to note how McDonald’s as a brand is organised, of which can be utilised strategically. From a general perspective, this shows that this core competency can best be regarded as sustained competitive advantage (Fern Fort University, 2022). 
Another core competency is the McDonald’s trademarks portfolio. To elaborate, through the means of trademarking, McDonald’s sustains the right to legally protect a certain design or idea, particularly through a strategic manner. Regarding this, McDonald’s trademarks include matters such as the name of food and drinks, all of which portrays a sense of uniqueness (Lopez, 2020). In essence, with close reference to the VRIO framework, the trademarks portfolio is both of value, and rarity. Another matter is that it is also imitable and organisational alike. Henceforth, as the first core competency, this one is also of sustained competitive advantage.
[bookmark: _Toc131194934]3.3 PORTER’S FIVE FORCES
Porter’s five forces is an internal model that runs analysis through five competitive forces; competition in the industry, threats of new entrants, bargaining power of suppliers, bargaining power of customers, threat of substitute products (Scott, 2022; Bruijl & Gerard, 2018). Table 3 can be referred to for a more in-depth analysis on Porter’s Five Forces and McDonalds. Within this model, we will be focusing on the bargaining power of buyers on McDonald’s. 
The bargaining power of buyers in essence refers to the ability of consumers to directly affect the prices, as well as their power as consumers as a whole (Vrontis & Pavlou, 2008; Raj & Singh, 2020). In a general perspective, the bargaining power of buyers on McDonalds can be regarded as strong and immense in nature. This is mainly due to the fact that there is no switching costs imposed on consumers if they were to opt to switch to other competitors from McDonald’s (Adamkasi, 2017). Henceforth, it can best be said that McDonald’s does not have the capability to retain its consumers from switching to KFC or Subway. Another matter is that the consumer’s propensity to switch can be regarded as rather high. Regarding this, a customer’s propensity to switch generally relies on geographical-wise and culture-wise, as well as how awareness on the dangers of fast- food is being brought up, of which consumers may opt for a healthier option instead (Dudovskiy, 2022; Gregory, 2022).
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SWOT analysis can be regarded as an analytical model of which serves as a stepping stone for organisations to decide their next plans. It assesses four different areas; strengths, weaknesses, opportunities, and threats. The strengths and weaknesses generally focus on internal matters, while the other two focuses on external ones (Danca, 2016). In this, we will thoroughly discuss on the threats posed on McDonald’s.
One of the main threats on McDonald’s is that the competition it has with other players in the fast- food industry can be regarded as rather aggressive and competitive in nature (Greenspan, 2022). Prominent competitors like KFC, Subway and Burger King retains as a strong external force in general terms, particularly since the products that they offer are almost similar in nature. 
Another concern is the everchanging trends, particularly trends on healthy lifestyles, of which may affect McDonald’s, considering that a majority of their products are considered to be unhealthy (Gupta, 2023). Times are everchanging, and so are the preferences of consumers, of which is constantly evolving. As of date, it is no surprise that more consumers are adapting towards a healthier lifestyle, which makes them more health- conscious in general. McDonald’s are at risk of losing consumers if they do not take immediate action to adapt to this trend (Momin, 2022). 

[bookmark: _Toc131194936]4.0 RECOMMENDATIONS
There are a plethora of recommendations that McDonald’s should be taken into consideration for the betterment of its company in a general sense. 
Firstly, McDonald’s should enter the healthy- food market and widens its range on health- conscious meals. This is mainly to appeal to the health- conscious consumers who are growing in numbers as of date, particularly with the ever-growing awareness on retaining a healthy lifestyle as a whole (Ibrahim, 2012). In essence, McDonald’s should diversify their business, thus securing a wider market share in general regards. 
Next, McDonald’s should offer at a competitive price. In accordance to the inflation that occurs because of the global economic recession, it is no surprise to see fast food at a slightly higher price (Daniel, 2022). In the US alone, fast- food prices skyrocketed to about 13% in 2022 (Kyeyune, 2023). Henceforth, McDonald’s should opt to offer a value meal. A close instance on this is how McDonald’s Malaysia offers “Menu Rahmah”, where consumers can enjoy a meal at only RM5 (Around 0.18 GBP) (McDonald’s Malaysia, 2023). This should be done worldwide, as a way to combat with the aggressive competition with other key players in the market. 
Lastly, McDonald’s should invest more in research and development. This is particularly important, as to achieve the recommendations above, on what must done thorough and detailed research and analysis before making any big decisions. This would not only ease the company’s efficiency overall, but also assist in diversifying McDonald’s range of products offered (Fleming, 2019). For instance, with the growing utilisation on artificial intelligence, McDonald’s should also opt to utilise Ais, mainly to observe on the market trends in general. 

[bookmark: _Toc131194937]5.0 CONCLUSIONS
In an overall sense, McDonald’s is no doubt one of the world’s successful fast- food restaurant, of which it is a key player in the industry. After a thorough marketing audit, it is safe to say that McDonald’s have a lot of qualities that sets as proof on to why it is one of the most successful key player in the fast- food market. Through models such as the PESTEL analysis, the VRIO framework, Porter’s five forces and the SWOT analysis, it can be said that McDonald’s in a sense has plentiful of strengths and weaknesses in a general regards, be it both internally and externally. As we emerge through a global- induced economic recession, it can be seen how McDonald’s are closely working to further enhance their company as a whole. Even so, it is also important to note how there are also a plethora of improvements that can be taken in consideration, particularly for McDonald’s to thrive even better in the fast- food industry. Overall, the fast- food industry is an already- established industry, and McDonald’s, with good judgment and decision- making, should be able to emerge at the top. All in all, with the assistance of the models, McDonald’s could utilises the thorough analysis that has been done to further utilise it as a contribution for the betterment of its company.
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Figure 1 : PESTEL Analysis. 
Adapted from Marketing Theories -Pestel Analysis. n.d. Professional Academy. Retrieved from https://www.professionalacademy.com/blogs/marketing-theories-pestel-analysis/
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Diagram 2 : VRIO Framework
Adapted from Bruin, L. 2016. VRIO: From Firm Resources to Competitive Advantage. B2U. Retrieved from https://www.business-to-you.com/vrio-from-firm-resources-to-competitive-advantage/

[image: Porter's five forces analysis - Wikipedia]
Figure 3 : Porter’s Five Forces
Adapted from Wikipedia. 2023. Porter’s five forces analysis. Retrieved from https://en.wikipedia.org/wiki/Porter%27s_five_forces_analysis
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Figure 4 : SWOT Analysis
Adapted from Shewan, D. 2022. How to Do a SWOT Analysis (With Examples & Free Template!). WordStream. Retrieved from https://www.wordstream.com/blog/ws/2017/12/20/swot-analysis
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	Num.
	Factors
	Particulars

	1.
	Political
	· Trade laws, taxes and policies
· Political strain 
(Iran banned McDonald’s due to strained relationship with America)

	2.
	Economic
	· Economic recession
(Due to COVID- 19)
· High inflation rates

	3.
	Social
	· High demand of vegan- based food
· Localisation of products 

	4.
	Technological
	· Rise in the usage of social media marketing
· Utilisation of AI- based technology 
(Monitor trends and forecast the market)

	5.
	Environmental
	· Increment in environmental awareness
· Usage of renewable energy sources 
(Utilising solar panels)

	6.
	Legal
	· Taxations and tariffs 
(Following trade laws to avoid legal ramifications)
· Awareness on food safety



Table 1 : PESTEL Analysis

	Num.
	Particulars
	Value
	Rarity
	Imitability
	Organisation
	Competitive Advantage

	
	
	(V)
	(R)
	(I)
	(O)
	

	1.
	McDonald’s brand name
	Yes
	Yes
	Yes
	Yes
	Sustained CA

	2.
	Portfolio on Trademarks
	Yes
	Yes
	Yes
	Yes
	Sustained CA

	3.
	Economies of Scale
	Yes
	Yes
	No
	No
	Competitive Parity

	4.
	Pricing Strategy
	Yes
	No
	Yes
	Yes
	Temporary
CA


Table 2 : VRIO Framework
	Num.
	Forces
	Particulars

	1.
	Competition in the industry
	Strong
	· High number of competition (Competitors in the fast- food industry)

	2.
	Threats of new entrants
	Moderate
	· High barriers of entry

	3.
	Bargaining power of suppliers
	Weak
	· Large quantity of suppliers
· Large supply globally for the F&B industry

	4.
	Bargaining power of customers
	Strong
	· Low switching cost
· High propensity to switch to other competitors

	5.
	Threat of substitute products
	Strong
	· A lot of substitutes available 
· Low switching cost


Table 3 : Porter’s Five Forces

	Num.
	Factors
	Particulars

	1.
	Strengths
	· High brand value
· Revolutionary in technology
· Leading the fast- food industry

	2.
	Weaknesses
	· Business model utilised is franchise
· Interruptions with supply chain

	3.
	Opportunities
	· Localised products
· Global expansion

	4.
	Threats
	· Fierce competition with competitors
· Everchanging food trends


Table 4 : SWOT Analysis
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