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INTRODUCTION


Business management stands an important element that helps any entity in managing, organising, and coordinating the different aspects of a business as such business managers take use of this concept so as drive the maximum amount of productivity and to carry out the different task with efficiency (Mosteanu, 2020). In the report, the application has been carried out of the different concepts of economics regarding a particular organisation which is the McDonald. It has been discussed the demand and market equilibrium of its different product and what are the different factors that can put an impact and influence the demand of the products in the market.

MAIN BODY 

1) OVERVIEW ABOUT THE BUSINESS:
· Company's History

McDonald's corporation is one of the most reputed food chain that serves its different products and services across the globe. It is an international fast-food corporation located in the United States. The corporate has it headquarter situated in Chicago, Illinois, U.S. The companies were started after failing in the movie business both the brothers though of providing drive-in restaurants services (Čalasan and et.al., 2022). They begin franchising their concept that led to opening of nine operating restaurants. 
· Different types of products offered.

The different types of products that is offered by the McDonald earlier has included hamburgers, different types of chicken sandwiches, soft drinks, French fries, and different type of desserts which has expanded along with its business. It has been observed that McDonald's menu is keep customising as per the different markets served by it such as Mcrice in the Asian countries, Mcprawn burger in Singapore and Japan etc. as such common products that is offered by it are mcdouble, Mcchickens, McNuggets, premium chicken sandwiches, grilled chicken deluxe, chicken Mc wrap, fries, soft drinks and many more.     

[image: image1.png]COMPARABLE SALES GROWTH ON A TWO-YEAR BASIS

14.3%

8.0%

Systemwide sales increases/(decreases)*

Us
International Operated Markets
International Developmental Licensed Markets & Corporate





· Type of Industry and business environment

McDonald business is related to providing the customers with the fast food services and offers wides range of goods as such the industry it operates in is the food and beverage industry and the business environment in which the McDonald operates is the global business environment which means that it is operating its business across the 119 countries in the world and serves around 70 million customers per day as such not only the domestic competitors, its business environment also consist of the global competitors.

In the report the chosen product will be the MC hamburger which includes all the types of burger that is offered by the McDonald and this product is chosen as it is one of the popular product of the popular food chain and one of the reason that the consumer opts for this retail food chain. As such analysis of its demand and market equilibrium is carried out in further report.  
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2. IDENTIFICATION OF DEMAND AND MARKET EQUILIBRIUM 

Demand is one of the popular economic concept that deals with the quantity of products or services. Market equilibrium, on the other hand, is the market state that occurs when the supply of goods and services matches the demand for that thing. (Orlova, Nogueira and Chimenti, 2020). So, in the case of McDonald's hamburger, it is important to take note of all the factors that can affect its demand in the market and the impact of these different factors that led to increases or decreases in demand of hamburgers. These factors are as:
· Price of substitutes: So, in the case of McDonald's hamburgers, some of the common substitute known are KFC burgers, Subway sandwiches and burgers and burgers offered by Burger King. 
It has been observed that in the recent years, the competition has become so dense, and its results has been that between the different substitutes, there has been various types of burgers introduced with same attributes and features as offered by the McDonald. Along with this these different products are being offered at the same or even decreased price which has resulted in the decrease in the demand of the McDonald's hamburgers. The Burger King whopper, double whopper, bacon king and plant-based whopper cheese are some of the examples of substitutes that are being offered on the same price as by McDonald or even in less price which has impacted and decreased the demand of Mc hamburgers.
· Price of complements: The complement products also have an impact on the demand of the product as such the different complement that is being offered by the McDonald with its different hamburgers are cold drinks or shakes, French fries, sauces, and desserts. All these products are considered as complement products and to increase the sales, often different meals are offered by the businesses (Deng and et.al., 2022). 
So, in the case of McDonald, if the prices of its sides like Mc fries, Tangy barbecue sauce, side salad, chilli cheese bites, Oreo mac flurry, chocolate brownie are lower in compared to the prices offered by different competitors then it led to increase in the demand of the Mac hamburger as people will be encouraged to buy the food due to the prices of complements goods. Same will be applied on the rise in prices, so if the consumer will think that the price of complements side dishes is higher than the competitors then it will ultimately decline the demand of the main product i.e., hamburgers.      
· Consumer Income: In the case of MacDonalds it has been observed that the entity is serving to all the global market and so the impact of income is determined taking into consideration the income earned by the people of a particular country (Cigliano, 1980). Difference in the level of income in different countries also represents that there is difference in the demand and as such if we take into consideration the economy of UK, it has been observed that the market has been spiralling downward in the recent years and as such the income of the common household is declining. The impact has been that there has been decrease in the demand of Mc hamburgers as people disposable income has been reduced.
· Consumer tastes & preferences: So, in case of McDonald's hamburger, it has been observed that in recent years, Consumer's taste and preferences has been changed about the fast food and they are shifting towards more of a health-conscious options. The new generation of consumers are reading the type of ingredients used in making the hamburgers and the number of calories in it (Mega and et.al., 2020). As such they are preferring fresh, low-calorie, and healthy alternatives of traditional burger, So the impact has been to cope with such demand and to reduce the negative impact, McDonald has produced various innovate hamburgers like Double Mc plant, Mc plant and introduced a complete range of vegan burgers to retain its competitive presences in this ever-changing market.
· Consumer expectations of price: As in the case of McDonald's hamburgers, the consumer's expectations are different in each country and if we take into consideration the UK' economy so amidst the current inflation pressure in the market. It is being expected by the consumer that the price of the different McDonald products will rise so the existing demand has been affected and there has been decline in sale of Mc hamburger in the market. 
· Demographics: So as per the market of the McDonald's, it can be said that its markets are rising day by day as the entity is always upfront in entering the new market that shows there are high opportunities available for the consumption of its different hamburgers by the people across the globe (Saukh and Borysenko,2019). In comparison to this, it can also be added that as the demographics is increased in the different countries but at the same so is the competitors which certainly has an impact on the demand of the Mc hamburgers.   
3) EVALUATING THE DEMAND IS MORE ELASTIC OR MORE INELASTIC:


The elasticity of demand is an economic concept that measures the response of demand regarding the change in the price of a particular product. It is a well-known fact that demand changes when the price of the product or services is increased or decreased but the degree of change is not always the same as such sometimes it can happen that the change is demand is very large and sometimes it is too small. So, the measure of degree in change is carried out by the price elasticity of demand. There are two common types of elasticity of demand which are as:
· Elastic demand: A demand is said to be highly elastic when the change in the demand of goods and services is very higher. As such a small change in price can induce the customer to demand more of a product 
· Inelastic demand: When the change in the price of a product does not lead to any significant change in the demand of a product then it is said to be an inelastic demand (Jung and Koo, 2022).[image: image3.png]Comparison of Cumulative Five-Year Total Return
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In the case of Mc hamburger, it is important to know that how much of demand is affected by the level of change in the different factors and whether the effect leads to a smaller change of larger change in the demand of the product. The different factors that can help in determining the demand elasticity of the McDonald's hamburgers are as: 
· Substitution Effects: This effects deal with the decline in the demand of a product due to the increase in the prices as such the consumer is switching to the products which are comparatively cheaper than the product. In the substitution effect the consumer shifts completely to a cheaper or moderately priced product as such the demand here become elastic. As such from the customer's point of view, it can be said that the McDonald's hamburger is considered to be a luxury product and not a necessity product because for a greater taste, consumer buy the fast food as such if some competitor like the burger king or KFC introduces some low price of burgers in the market then it will make the hamburgers of McDonald costly which will encourage the customer to switch from McDonald's to any other brand. So, in conclusion it can be said that the demand is highly elastic as certain change in price will affect the demand to a greater level.
· Income effect: This effect is related to the change in the demand of a goods and services due to the change in consumer's purchasing power or real income (Shapiro,1987). So as per the income effect when the price of a commodity falls it led to increase in the disposable income of the consumer and he/she can buy more quantity of goods with the same level of income. But this type of effect is only applicable where the normal goods are being consumed so in case of inferior goods even if their price will decrease and will increase the income, still the consumer will switch to normal goods for consumption. 
In the case of McDonald's hamburgers, it can be said that the product's price represents only a little fraction of the consumer's income as such any change in the income of the consumer will encourage him/her to buy more different fast foods from MacDonalds. So, it can be said that in this case the demand of the hamburgers is highly elastic as rise in the price will decrease the purchasing power and the consumer will start to buy less amount of Mc burgers whereas in case of decrease in the price will increase the income and so will be the demand for the product.

Analysis and pricing policy:

After the analysis it can be said that the demand of the Mc hamburgers is affected by various factors and is highly elastic as any change in the price will shift the demand of the product. So now it is important to determine the type of pricing policies that can be employed by the business to raise the sales of the product and helps in increasing its demand in the market. The main aim of the pricing policy is to help in determine the prices of the product so that the company can achieve various strategic goals like the profitability (Lima, McMahon, and Costa, 2021). 
There are various different factors that an organisation like McDonald must take into consideration while determining the price of its different product especially the hamburgers which can include competition, profit goals, target market, government regulations etc. as such after the consideration, one of the pricing policy that can be adopted by the McDonald in deciding the prices of their hamburgers is the demand- based pricing policy which will help the organisation in selecting the price of the product in response to the different consumer behaviour in the market. In this competitive world, it has become very important for every business to select such price of the product that not only gives the competitive advantage but induce the customer to buy only the McDonald's hamburgers. As such different factors of demand will help in determining the perfect price of the product.

CONCLUSION


It can be concluded that the report aims to explain the different concepts of the economics and as such the organisation that has been selected is the McDonald that specialises in producing various types of fast foods. One of the product range that has been selected for the project is hamburgers which is a popular seller of the brand. Lastly the demand elasticity of the hamburgers has been determined using the different factors and the pricing policy that must be adopted by McDonald to increase the sale of the product.
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