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Executive Summary 
Using analytical techniques including PESTEL, the Porter Five Forces Model, the Value Chain, and VRIO, this study examines the internal and external environments of McDonald's. This report demonstrates that the company has both substantial opportunities and serious risks through a thorough analysis of its business environment in the worldwide market. The impact of economic factors on the organization has been exacerbated by the onset of the pandemic and the tense Russia-Ukraine situation. The competitiveness of peers and the threat of substitutes within the industry both pose considerable challenges to the development of the organization’s marketing strategy. Through the analysis of the value chain and VRIO tools, McDonald's marketing strategy is valuable, but does not provide a long-term competitive advantage. This study suggests that the effects of the economic environment be lessened by adopting appropriate competitive strategies and that the instability of the economy be adequately understood, maintain its previous business standards and shift its target consumer groups. Seize potential opportunities to expand its market share. And take advantage of the incentive schemes introduced by the government to focus on food safety issues.
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[bookmark: _Toc130570074]INTRODUCTION
[bookmark: OLE_LINK1]McDonald's is a large global multinational restaurant chain with revenues of US$23.18 billion in 2022 on a revenue profit basis(Sun, 2022). The company was founded in Chicago, USA and has approximately 30,000 locations worldwide. The company is committed to providing products and services to the market that meet public expectations and has been a leader in the fast-food chain industry. Its products, including hamburgers, as well as French fries and fried chicken, have become favorites in several markets(Tian, 2022). Despite the company's success in terms of revenue and profitability, the company continues to face the impact and challenges of the global economic conditions on the industry. According to academic analysis, the global economic environment will change significantly in 2023, which will affect the global economy(IrtyshchevaKramarenko and Sirenko, 2022). Firstly, global economic growth will slow down. Governments will have to adopt relatively accommodative economic policies to cushion the impact of the recession, but high inflation rates are inevitable in a complex economic environment and will affect the spending efforts of customers. In addition, international trade will be affected as the government will adopt stricter trade policies to prevent trade policy abuses. Suppliers will raise prices and costs will increase. Secondly, the global financial markets will be affected. As a result of the global economic slowdown, financial markets will be affected, and investors will be more cautious and investment risks will increase(Chaisse and Dimitropoulos, 2023). In addition to the industry impact of the global economic situation, McDonald's may also face the risk of increased competition in the same industry. Since the emergence of the fast-food industry model in the market, the company's success has brought an increasing number of competitors to the market, mainly from the Chinese, European and American markets, such as KFC, which has captured not only the Asian market share but also the international market share through its entry into the Asian market(Phau and Chan, 2003). The combination of internal and external threats increases the uncertainty of McDonald's business development and strategic management in the coming years. This study did a marketing analysis of the business environment of McDonald's in order to determine the elements most likely to impede the company's expansion and to offer the company recommendations based on these findings. PESTEL, Porter's Five Forces Model, and Value Chain were among the analytical methods used to analyze the company's internal and external environments.
[bookmark: _Toc130570075]2. ANALYSIS OF McDonald’s STRATEGIC ENVIRONMRNT 
[bookmark: _Toc130570076]2.1 Macro Environment Analysis 
Many influences at various levels, including macro, meso, and micro factors, have an impact on every organization. Several approaches exist for these things to affect the corporate entity. The operation of any corporate entity engaged in competition within the same industry and socioeconomic system is specifically impacted by the macro environment. Organizations can be proactive in developing strategies in response to external risks, problems, and trends by identifying elements at the macro environmental level. PESTEL, which stands for political, economic, social, technical, environmental, and legal components, is a commonly used tool for doing macroenvironmental study.

[bookmark: _Toc130570077]2.1.1 Economic Environment
[bookmark: OLE_LINK2]The purchasing power of the clients and the long-term growth of the global economy are the key economic elements that affect the business. The fast-food industry is very competitive, and the economic incentives offered to consumers act as a prominent factor that influences customers to choose products and generate purchase intentions. As a result, consumer loyalty greatly influences McDonald's marketing strategy(Fungai, 2017). The long-term development of the global economy has impacted on McDonald's marketing strategy as the company now operates on a global scale. The company's activities are heavily reliant on the integrity of the global supply chain, which necessitates the seamless operation of key market economies.

[bookmark: OLE_LINK3]Consumer purchasing power is rising in major economies, as governments implement economic stimulus packages in reaction to the economic impact of the Covid-19 outbreak(KaplanMoll and Violante, 2020). The economic stimulus programme was intended to stimulate spending in markets that had been slowed by the pandemic's outbreak and the maintenance of restrictions. According to Baker et al. (2020), the spending power and purchase intents of the US market increased greatly compared to the pre-pandemic period as a result of the stimulus packages granted to US people. More crucially, as a windfall for consumers, this stimulus programme became a stimulus for customer spending, as Hackethal and Weber discovered (2020).But other consumer markets such as Europe, where high inflation due to economic instability has deterred many consumers from making excessive economic expenditures on food(Europeia, 2012). This suggests that different consumer markets react differently to economic policies and that corresponding marketing strategies need to be adapted for different markets.

Long-term economic stability is difficult to predict with any precision, especially during the phase when the Russian-Ukrainian conflict erupted. The global supply chain is recovering and there is hope for several sectors, including the transport sector, which will require the transport industry, including fast food companies, to offer a wider range of products and services in the marketplace. The preceding discussion implies that the overall economic climate for the fast-food business is favourable, yet it is nevertheless subject to the effects of economic insecurity. The uncertainty created by the re-emergence of pandemics should be noted. As Reinhart and Reinhart (2020) suggest, global government stimulus packages may increase the long-term risk to the global economy, given that the global economy has only recently recovered from the 2008 financial crisis. This implies that corporations such as McDonald's should be wary of what happens to the global economy.
[bookmark: _Toc130570078]2.2 Micro Environment Analysis 
Michael Porter established the five forces model hypothesis in the 1980s as an extension and implementation of cost leadership, differentiation, and concentration tactics. Supplier bargaining power, buyer bargaining power, possible competitor entry power, substitution power, and the existing competitive power of competitors in the industry are the five forces. These are the five forces that influence a company's profitability(Dobbs, 2014).

[bookmark: _Toc130570079]2.2.1 Competition from Peer Competitors
Inter-company competition is the direct battle between industrial companies, and it is frequently the most important of the five factors(Grundy, 2006). McDonald's is entering significant market categories as "quick food," hence its market competitors are fast food, for example, SUBWAY and KFC(Šrédl and Mikhalkina, 2014). Take the US market segment as an example- as the economy grows, people are increasingly eating outside the home. 47% of US food consumption was from restaurants in 2015, compared to 25% in 1955. This change in spending habits has driven the rapid growth of the US restaurant industry. Nearly 25% of people in the US eat at a Quick Service Restaurant (QSR) every day(EdwardsHartwell and Giboreau, 2021). It is evident that US restaurant industry is still a large piece of the pie and fast food is thriving. However, the market is more limited as the industry market is maturing and demand for the product is growing more slowly. And there are strong companies, such as the fast-food brands of the Parkside Group, which basically monopolize the market. And the market competition between companies has a low technical content and a single means of competition, only through, for example, advertising promotions to improve the marketing budget(YasminTasneem and Fatema, 2015). Therefore, overall, there is a high degree of competition in the same industry.

[bookmark: _Toc130570080]2.2.2 Threat of Substitutes
Substitutes are other products that perform the same function as the industry's products(Porter, 2008). For the category of burgers and fried chicken, there are many substitutes, such as KFC and Pizza Hut, which also sell burgers and fried chicken(Ritzer, 2002). In the case of this sector, some convenience stores have also become competitors, even at cheaper prices. According to a National Association of Convenience Stores survey, the food segment (cooked food and ready-made drinks rather than packaged food) now accounts for 21.7% of convenience store sales in the United States, up from 13% in 2010(IvesCossick and Adams, 2019). 7-11, for example, has had great success with its $1.99 chicken and cheeseburger. McDonald's 'Dollar Menu', launched in the US in 2013, was also a huge hit but was eliminated as it did not generate enough profit for franchisees(KohLee and Choi, 2013). The fact that there are so many alternatives to fast food, broadly speaking, that anything that fills the stomach can be used as a substitute must be faced squarely. McDonald's is up against not only the old fast food companies, but all those alternatives that can fill a stomach. Overall, the threat to the industry is much greater. Fortunately, McDonald's still has a large and loyal customer base.

[bookmark: _Toc130570081]2.3 Internal Environment 
VRIO Model:
The VRIO model is an extension of the SWOT model, which is a thorough examination of the competitors. Jayne Barney, a researcher at the American Management Association, was the first to propose it(Cardeal and Antonio, 2012).
 It is comprised of four questions:
(1) Value: Can the organization respond to risks and opportunities in its environment due to its resources and capabilities?
(2) Scarcity: How many rival firms already have certain important resources and capabilities?
(3) The topic of inimitability: Do organizations who lack certain resources and capabilities incur a cost disadvantage in acquiring them as compared to firms that do?
(4) Organization: Can a firm's organization fully exploit its resources and skills' competitive potential?

Value Chain: 
Businesses participate in value chain activities by creating products or services that customers consider to be valuable on the one hand, and incurring the costs associated with each value chain activity on the other. A value chain analysis is a set of value-creating activities that are linked together through information, logistics or financial flows (or a set of activities from raw materials to products or services that can be sold to the final consumer)(Kaplinsky, 2000).

Each link in a company's value chain necessitates the use and integration of various resources and skills, and a value chain analysis assists in identifying the company's financial, physical, human, and organisational resources(Gereffi and Kaplinsky, 2001).
2.3.1 McDonald's Value Chain Analysis
Clean, Fast, Quality, Service, and Value are McDonald's market strengths. This is the QSC&V principle in action(Kulkarni and Lassar, 2009). It is also the key principle that best characterizes McDonald's. "Smile often, try McDonald's" is a former McDonald's advertising slogan - a slogan that reflects McDonald's traditional brand positioning, which starts with the brand itself and meets the potential needs of consumers, providing them with spiritual or material satisfaction(Knox, 2004). This tagline is the brand positioning of McDonald's. In the process of brand marketing, companies will communicate around the brand positioning, and although it will take different forms at different stages, the theme will generally not change. We call it building brand equity, making the brand more approachable and permeable, so that consumers identify with it, like it and derive benefit satisfaction from it. Clearly, there is value in such brand positioning.

Moreover, the main consumer group of McDonald's fast food is family-based, which can drive family consumption(Oh, 2009). However, with the competition of brand diversification strategy and the increasingly obvious personalized needs of consumers, the traditional brand positioning model is facing a new round of baptism and challenge. This means that McDonald's has started to shift and penetrate from the family consumer group to the young primary consumer group. It has started to enhance the non-imitation nature of its strategy.

McDonald's has prioritized the development of its corporate culture. Interaction with customers defines this corporate culture. When you walk into a McDonald's restaurant, you can sense the receptionist's friendliness and the shop's great service, which forms an unseen bridge of trust between the establishment and the consumer(Vignali, 2001). This is what contributes to McDonald's excellent corporate culture. Clearly, this client relationship is valuable (it raises income) and uncommon (few companies have the marketing network and after-sales service that McDonald's does.)

In summary, McDonald's does have special capabilities. However, not all activities are valuable, rare, and expensive to imitate. For example, industry standards are used for manufacturing, inventory holding and distribution. These industry standards are valuable, but not rare. McDonald's has achieved sustained competitive advantage and above-normal economic performance by leveraging those business activities for which it has special capabilities and by effectively implementing value chain management within the business.

[bookmark: _Toc130570082]2.4 SWOT Analysis and Recommendations 
SWOT refers to the opportunities, risks, strengths and weaknesses of a company's external environment, and SWOT analysis combines these four aspects in order to find ways of developing business strategies and tactics that are appropriate to the actual situation of the company(GURL, 2017). The core idea behind the SWOT analysis is that in order to achieve business success, a company's strategy must be created to match its internal capabilities (strengths and weaknesses) with its external environment (opportunities and threats)(Leigh, 2009).

	             Internal capacity













External factors
	Strengths
	Weakness

	
	1. A traditional business model may sustain long-term competitiveness; unified service standards can offer clients more professional and effective products and services.
2. A positive corporate image to increase customer loyalty.
3. A comprehensive personnel management system helps improve customer service.
4. Consistent standard ingredients, delectable flavours, and stringent criteria.
	1. Slow product development: McDonald's is slow in developing new products in its market segments compared to its biggest competitor in the industry, KFC.
2. Too much emphasis on American culture and cultural barriers to communication with customers.
3. Slow development of new merchandising channels.

	Opportunity
	SO
	WO

	1. The future of the global fast-food business is bright; even if a shop closes during pandemic, it can reopen quickly. This suggests that the supply chain is well established. 

2.  The stimulus provided by government measures will enhance consumer appetite.
	1. Use the McDonald's brand to increase the number of locations, conquer the market, and distinguish yourself from competition.
2. Maintain product standards and develop new products to shift consumer groups.
3. It corresponds to the modern lifestyle and consumption style of consumers who seek high quality. The items are manufactured with healthy components, and the shops can be designed to appeal to young people.
	1. introduce more value set meals to match the current fast-paced lifestyle of most consumers.
2. With the rapid development of the fast-food market, friendly competition with KFC and joint development.
3. pay more attention to food safety issues with the support of national policies in various countries, strictly control the ingredients and look for reliable suppliers.
4. Products launched in each restaurant are labelled with the energy and nutritional value they contain, so that consumers know the energy distribution and nutritional value of the products and choose their own products.

	Threats
	ST
	WT

	1. The threat of new entrants has grown. The fast food industry is still quickly expanding, and more and more investors are flocking to this market, posing a significant challenge to McDonald's.
2. McDonald's and other fast-food businesses, such as KFC, are closing the product and service gap. KFC, for example, has more stores in China than McDonald's, indicating that KFC has a high number of loyal customers.
	1. Use the brand advantage to accelerate development speed to prevent potential entrants from capturing the market.
2. Use the fast and convenient features of McDonald's to capture the market and meet the needs of customers' fast-paced lifestyle nowadays and capture the Chinese fast-food market.
	
1. Consider opening restaurants in residential areas and aim to have more restaurants than KFC.
2. Avoid introducing products like those of the competitor (KFC) and add a little more McDonald's flair to the localised products.



[bookmark: _Toc130570083]3. CONCLUSION 
The analysis undertaken shows that the internal and external business environment for McDonald's is complex. The company faces both opportunities and risks, including rising consumer desire and supporting national policies, as well as the rise of market competitors and changes in the global economic and legal framework. Because of the complicated environmental changes, the Corporation must develop long-term marketing plans to capitalise on possibilities while mitigating the risks associated with negative elements.
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