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Abstract
The report is an analysis and assessment of McDonald's. The analyses show that its brand, local food, patents, business intelligence and data analytics have strong competencies. The report finds that factors in the micro-environment and macro-environment have an impact on McDonald's. The evidence suggests that industry competitors, threat of substitutes and bargaining power of buyers are strong forces, threat of new entrants is a moderate force and bargaining power of suppliers is a very weak force. The researchers suggests that international expansion, research and development and improved customer service can make McDonald's better.
)
 (
Strategic Management Assessment of McDonald's
)

Contents
1.0 Introduction	2
2.0 Strategic Analysis of McDonald's	3
2.1 Internal Analysis	3
2.1.1 Competences	3
2.1.2 Assets	3
2.1.3 Resources	4
2.1.4 Strategic Capabilities	4
2.2 External Analysis	5
2.2.1 Micro Environment	5
2.2.2 Macro Environment	6
3.0 Strategic Development of McDonald's	8
3.1 Porter’s Five Forces	8
4.0 Conclusion	12
5.0 Recommendations	13
5.1 International Expansion	13
5.2 Customer Service	13
References	15




[bookmark: _Toc161426792]1.0 Introduction
The essence of strategic management is the management of an organisation's resources to achieve its objectives. It involves setting objectives, analysing the competitive environment, analysing the organisation internally, evaluating strategy and ensuring that management rolls out strategy throughout the organisation (Kenton, 2023). In this report, McDonald's is analysed both internally and externally. The internal analysis is divided into four points, namely competences, assets, resources and strategic capabilities, while the external analysis is divided into micro environment and macro environment. In the micro environment, McDonald's customers, products or services, competition, suppliers and employees are analysed in detail. In the macro environment, an in-depth study of the political, economic, social and cultural, technological, legal and environmental aspects was taken. This is followed by Porter's five forces to understand its position in the industry and how it compares with its competitors. In this regard, the researcher made three recommendations for McDonald's to improve and also evaluated the competitive strategies to arrive at a final conclusion.







[bookmark: _Toc161426793]2.0 Strategic Analysis of McDonald's
[bookmark: _Toc161426794]2.1 Internal Analysis
[bookmark: _Toc161426795]2.1.1 Competences
McDonald's competitive advantage lies in its ability to attract customers through brand recall and positive brand image of its products. McDonald's brand is highly valued and rare in the food industry. The rest of the competing food service companies cannot imitate it, nor can they easily create a brand as strong as it. And McDonald's value chain has core competencies that provide sustainable competitive advantage in the international food service industry (Chatzoglou et al, 2018). McDonald's trademark was and is a core competency in its value chain operations. Its trademarks, food and beverage names, give it an edge in building a unique image. Even though many competitors will imitate it, it will not affect it much. The reason for this is that consumers are very impressed with the McDonald's logo. When people mention fast food brands, McDonald's is the first thing that comes to most people's mind. This gives McDonald's a long-term competitive advantage in the fast food industry (Yahoo Finance, 2024).
[bookmark: _Toc161426796]2.1.2 Assets
McDonald's local foods are a valuable resource. The products are highly differentiated, making the perceived value of these products high for customers. Because of the differentiation of these products, customers also rate them higher than other competitors in the same industry. Also, McDonald's employees are a valuable resource for the company. A large portion of the employees are highly trained, which leads to more efficient productivity. McDonald's also has a high level of employee loyalty and employee retention in the organisation, all of which bring greater value to McDonald's (Zachary, 2018).
[bookmark: _Toc161426797]2.1.3 Resources
McDonald's financial resources are very scarce and only a few companies have strong financial resources. These financial resources are therefore invaluable, not only for investing in external opportunities as they arise, but also to help McDonald's defend itself against external threats (Jiang, 2014). On the other hand, McDonald's patents are a valuable and rare resource. This is because these patents allow it to sell its products without interference from competition, which generates more revenue for McDonald's. However, acquiring these patents was not easy and it was difficult for competitors to own them. Therefore, these patents also generate licensing revenue for McDonald's when it licenses them to other manufacturers (Insights, 2023).
[bookmark: _Toc161426798]2.1.4 Strategic Capabilities
McDonald's technology strategy is to use business intelligence and data analytics to address different aspects of its value chain and improve its business operations. McDonald's uses artificial intelligence and big data to optimise its supply chain. Real-time operations, inventory systems and supply chain processes are centralised through the use of information systems, further aided by AI algorithms to replenish stock in individual shops and warehouses faster and more efficiently based on demand and availability. McDonald's is also further optimising its operations through the use of AI, big data analytics and IoT or Internet of Things automation solutions. It has invested heavily in retraining its employees and internal staff and placing them in other areas that require unique human capabilities (Pineda, 2022). McDonald's also uses its technological capabilities to populate its marketing strategies for an enhanced customer experience. The restaurant uses rewards and loyalty programmes as part of its promotional strategy. McDonald's uses data obtained from customers' food orders to analyse their individual preferences and eating habits to make a complete and specific plan. This data is used to analyse how to attract more customers, how to push specific products or promotions and how to upsell. This results in more sales for McDonald's and rewards customers for their continued patronage. McDonald's is constantly experimenting with different technologies in order to provide personalised products and services (Maze, 2020). For example, it is testing the installation of dynamic menu boards in several of its restaurants, which are operated by AI technology to promote specific products based on the time of day, weather, popularity of existing products and customer traffic. Its mobile app also uses AI to provide suggested meals based on a user's profile.
[bookmark: _Toc161426799]2.2 External Analysis
[bookmark: _Toc161426800]2.2.1 Micro Environment
Customers are the main micro-environmental factor for McDonald's, which serves nearly 54 billion customers every day. A large portion of these major customers are young people, so the company always keeps an eye on their choices. Therefore, every aspect of customer's needs, orders, habits, preferences, etc. influences McDonald's (UKEssays, 2018). McDonald's makes a positive impact on itself through two factors: producing products and providing services directly to customers. Everything from product quality and product variety to fast and friendly service is important to the growth of the company. These factors can have a very important impact on McDonald's. McDonald's main competitors are Burger King, Wendy's and Yum Brands, and there is always a need to be cautious when dealing with competitors. Everything about the competitors affects McDonald's such as competitors' product quality, service, price competition, marketing, sales, growth, etc (The Strategy Story, 2023). McDonald's suppliers can also have a very direct impact on it, the quality of the products from the suppliers is very important to both McDonald's and the customers. If there is a very serious problem with a supplier then it could have a huge impact on McDonald's and customers (Two Teachers, 2023). As of 2023, 150,000 employees work at McDonald's, so every aspect of the workforce is also influencing McDonald's (McCain, 2023). The wages that the company allocates to its employees are related to recruiting new employees and training them. Many young people who are new to the labour market, older workers looking for extra income and people who are planning to move from their previous company will consider McDonald's as a good choice. This is how McDonald's employees influence McDonald's.
[bookmark: _Toc161426801]2.2.2 Macro Environment
McDonald's operations have been affected by government policies regarding regulations for fast food operations. Because of the cardiovascular, cholesterol, and obesity related health problems among young Americans and children, the government has been quick to control not only the marketing of fast food restaurants, but also the right to operate them and some of the business regulations that need to be followed (Martinez-Contreras et al., 2022). McDonald's has to deal with many different economic variables. For example, international sourcing of product materials, global availability and currency exchange rates. If the local market is not able to supply in large quantities to meet the demand for their products, then the rise in currency will affect the cost of their purchases. When working in different countries, McDonald's must be aware of local government regulations regarding other taxes such as profit tax and service tax. The economic condition and growth of the country is also an important data for the demand of the products that McDonald's needs to provide (Houghton, 2019). If the economy is not doing well and the per capita income is affected, then the demand for McDonald's products is bound to go down. On the other hand, a good economy means that people have more disposable income and they can spend more money on food at McDonald's, bringing in higher revenues for McDonald's.

As a result of the economy, people's expectations have become higher and they want quality services and more convenience. Among them, younger consumers expect practical technologies to be present in their lives and facilities. Examples include mobile phone payments, wireless internet, comfortable and relaxing environments, and distinctive places to meet and dine. Although culture has little to do with products in most countries, products should be adapted to the culture of different countries to ensure that they fit the local culture and needs. For example, Hindus don't eat beef, Muslim countries don't eat pork, Germans like to drink beer, Finns like fish food, Chinese like to associate food with good things, Asians like rice and Americans like to eat large portions. So far McDonald's has made good results in localising its menu to suit local tastes, it should continue to investigate and understand local cultures in depth in order to better understand and design products that are best suited to local people (Kyuho Lee, Ph.D., et al., 2021). McDonald's needs to innovate itself against its competitors and improve itself in terms of integrating technology to manage its operations. For example, in terms of inventory systems, supply chain management systems, providing easy payment and ordering systems and wireless internet technology. Improvements and implementation of technology can lead to more efficient management and cost savings in the long run. The cost savings can be accompanied by price reductions or promotional discounts, which will enhance customer satisfaction (Markman, 2023).
McDonald's is subject to many regulations and procedures. For example, Halal is a big concern for Muslim consumers. McDonald's should ensure that all materials and processes are compliant and that requirements must be followed to protect consumer confidence. Business owners should comply with other legal requirements set out by law, such as hours of operation, business registration, tax requirements, labour and employment laws, and quality and environmental certifications (Busch, 2023). McDonald's, as the world's largest restaurant in terms of its use of beef, potatoes and chicken, has been criticised by environmentalists around the world. This is because the massive consumption of beef causes a greenhouse effect of methane gas from pastures, and the massive deforestation for food packaging has an irreversible effect on the environment. Vegan environmentalists can often be found criticising the fast food company for animal cruelty and slaughter. Before using paper packaging, McDonald's was criticised for using polystyrene to package its food. Millions of people buy food from fast food restaurants every day, and the hard-to-recycle packaging that is left to be thrown away can have a massive impact on the environment throughout the world. As people become increasingly concerned about the environment, businesses should use the world's resources carefully for sustainable development while focusing on profits, and think about the safety and health of the environment for the future. Businesses need to do a better job of fulfilling their social responsibilities (Perkins, 2021).
[bookmark: _Toc161426802]3.0 Strategic Development of McDonald's
[bookmark: _Toc161426803]3.1 Porter’s Five Forces
The fast food industry has many large and well-established companies vying for market share, an external factor that reinforces the competitive forces in the fast food industry. In order to remain competitive, companies in this industry must continue to innovate and offer high quality products at competitive prices. In the United States, McDonald's competes primarily with fast food restaurants such as Burger King, Wendy's, and Taco Bell, which are widely available and located throughout the country. This makes it easy for consumers to move from McDonald's to other restaurants, thus increasing competitiveness. Competition is one of the most important external forces in the strategic management of a business. McDonald's manages its team by leveraging its significant strengths, which include a consistent marketing strategy, a continuous focus on expanding its business in different markets, expanding its menu and other business concepts, and using technology to further improve its operations (Garcia, 2022). Substitutes are also a powerful force in fast food chains. There are many substitutes for McDonald's food products, including casual and formal restaurant menu items, and artisanal food products from speciality cafes and bakeries. Other fast food chains also have product substitutes. For example, Taco Bell sells Mexican-inspired fast food items such as empanadas and tacos. In addition, consumers can choose to cook their own meals at home, although this consumes additional time. As a result, many alternatives are competitive in terms of quality and customer satisfaction. They are not only affordable, but also meet consumer satisfaction. These external factors have led to substitutes becoming a major strategic issue and McDonald's needs appropriate methods of competition such as improving product quality. McDonald's also needs to encourage people to eat at fast food restaurants instead of looking for substitutes (Gregory, 2023).

Entering the fast-food market requires significant resources and a high threshold. These include the capital costs of leasing property, building and furnishing shops, purchasing equipment, and paying day-to-day operating expenses required to establish a new restaurant. In addition, these include advanced marketing strategies and tactics as well as contacts with suppliers, which to some extent limit a portion of new businesses from entering the market. Fast food chains also need to attract target markets and potential business partners or franchisees. Most of these companies rely on the franchise model to enter new markets and expand their reach. Franchisors with established brands and proven business models are more likely to be invested in by potential franchisees. As a result, many SMEs lack the resources to establish themselves as strong brands comparable to McDonald's. Therefore, the threat of new entrants is a moderate to weak force for McDonald's (Dudovskiy, 2022).

Another force affecting McDonald's industry and competitive position is the bargaining power of its customers. There are many choices in today's market and the cost of switching from one fast food restaurant to another alternative or substitute is low. Due to the large number of alternative restaurants and alternative food and beverage products, buyers can move to other competitors of McDonald's because they are unhappy with its price increases (Garcia, 2022). This prevents McDonald's from raising prices or using mark-ups to maintain market share, while buyers are in a favourable bargaining position. In addition, this strong bargaining power affects other aspects of business decisions and business direction. Therefore, the buyer's bargaining power is strong (adamkasi, 2017). Suppliers also have bargaining power over their commercial customers. However, for McDonald's this power is weak. It purchases most of its raw materials from its suppliers and has exclusive co-operation contracts with most of its suppliers, thus enabling it to have appropriate power over its suppliers. By closely monitoring the quality and service provided by its suppliers, it is able to maintain the standard of the final product provided to its customers. Coupled with this, there is a wide choice of suppliers in the market, which reduces switching costs. As a result, these factors push the bargaining power of suppliers to the weaker end of the spectrum (MBASkool, 2022).














[bookmark: _Toc161426804]4.0 Conclusion
The investigation of McDonald's found that it has strong competencies in branding, local food, patents, business intelligence and data analytics. In the micro-environment, customers, products or services, competitors, suppliers and employees all have an impact on McDonald's. In the macro environment, politics will control the marketing of the fast food restaurant, the sourcing of raw materials for the product, local economic conditions and growth will create changes in costs. As the economy grows, there is more demand for smart technology and McDonald's needs to design products in different countries to suit the local culture. It saves them money through self-innovation and improved operational techniques, and ensures that regulations and procedures are followed. For the future of the world's environment and health, McDonald's needs to better fulfil its social responsibility in its operations. Under Porter's five forces analysis, industry competitors, threat of substitutes and bargaining power of buyers are a powerful force for fast food restaurants. Of these, the threat of new entrants is a medium force and the bargaining power of suppliers is a very weak force. In order to help McDonald's to grow better, the researcher has made three recommendations for it, international expansion, research and development and improving customer service.





[bookmark: _Toc161426805]5.0 Recommendations
[bookmark: _Toc161426806]5.1 International Expansion
Although saturated in the United States, McDonald's has a strong ability to expand abroad. Therefore, market development is a strategy that McDonald's should implement. The company should develop an international strategy that focuses on large cities and densely populated areas, especially in Asia. There are not many McDonald's restaurants in this potential market. According to recent data, China ranks ninth among countries with McDonald's restaurants. They have a total of about 1,000 restaurants. If McDonald's is able to develop more in Asia, it will be a major opportunity for the company to gain market share ‌(Racoma, 2019).
[bookmark: _Toc161426807]5.2 Customer Service
McDonald's managers are professionally trained so they can train other employees well. Part of McDonald's high ratings come from the behaviour and attitude of the staff. However, there are times when there are too many customers resulting in not enough staff available to process the orders, causing customers to express their frustration with the long waiting times and long queues. This situation can easily lead to an argument between the staff and the customer leaving a bad impression on the customer, which can lead to the customer not patronising the restaurant or going to a competitor's restaurant. This problem is more common in markets with a high market share and a large number of customers such as the US, Canada or the UK. McDonald's needs to address this issue to reduce this occurrence. For example, the company needs to hire more employees and retain them to work here for a long time by increasing their salaries. In addition, there is a need to increase the number of employees in specific situations such as weekends, lunch hours, holidays, and event days. More employees can help reduce the workload and prevent the development of bad attitudes (Candyleo, 2023).
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