
The Role and Activities of McDonald’s Marketing Department
[image: ]




MODULE NAME：Marketing Management (BMMB7012)
NAME：Zilong Han
STUDENT NUMBER：2203389

[bookmark: _Toc132194639]Executive summary
The report analyses the role and activities of McDonald's marketing department. McDonald's uses a variety of highly efficient marketing and advertising strategies to ensure that all its consumers know the company's discounts, promotions, and charitable donations alongside its products and services. To differentiate itself from rivals, McDonald's prioritizes providing excellent customer service over serving their food as swiftly as possible. For the most part, McDonald's uses Facebook and Instagram for advertising. Instagram is a fantastic marketing tool for McDonald's. McDonald's developed a profitable strategy by focusing heavily on marketing, franchising, and developing new ideas. McDonald's employs surveys and questionnaires in restaurants, on social media, and on its mobile app to gauge customer satisfaction with the fast-food chain's menu items, service, and delivery. McDonald's Corporation should strategically review its competitors, customers, and alternative options. This is because all three factors significantly affect the business and the context in which it functions. McDonald's can improve its product quality to compete with cheaper alternatives. It needs to be based on the company-wide strategy for cost leadership.
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[bookmark: _Toc132194640]1.0 Introduction
[bookmark: _GoBack]This report analyses the role and activities of McDonald’s marketing department. McDonald's is a restaurant company with multiple locations worldwide (Yaacob et al., 2021). The food and drinks offered at McDonalds outlets attract a huge number of customers around the globe (Guerguis, 2019). This ensures McDonald's success in a society where instant gratification has become the norm. McDonald's uses indoor and outdoor advertising to spread its brand message to many people (Vrtana, 2021). McDonald's primary business strategy is cost leadership, which involves reducing costs throughout the board to provide the company an advantage in the market (Debebe, 2020). The company's pricing is low, using standardized procedures to boost output while decreasing expenses and maintaining a profit margin (Tien, 2019). This report critically examines McDonald's marketing strategy and offers a solution addressing its weaknesses. The analysis concludes with recommendations for how McDonald's marketing strategy might be strengthened in light of the findings.

[bookmark: _Toc132194641]2.0 Evaluation of McDonald's marketing activities
[bookmark: _Toc132194642]2.1 McDonald's marketing resources
McDonald's uses a variety of highly efficient marketing and advertising strategies to ensure that all its consumers know the company's discounts, promotions, and charitable donations alongside its products and services (Tien et al., 2020). Media such as radio, television, trade exhibitions, and the Internet are all included in the company marketing strategy. The organization uses several forms of media, including the web, print publications, broadcast television, and radio, to reach its intended audience. According to Cuat and Groen-Xu (2021), McDonald's global ad budget fell from $654.7 million in 2020 to $459.9 million in 2021. In order to aid the business, McDonald’s adopted new advertising and marketing methods. McDonald's uses social media for advertising new items, maintaining tabs on their employees' community service, and hosting contests. McDonald's employs in-store surveys, social media polls, and mobile apps to gauge consumers' satisfaction with the restaurant's services, foods and staff. McDonald's community and other digital platforms are monitored for customer feedback (Jian et al., 2021). In addition, the organization provides the customers with home delivery dining establishments (Le, 2021). McDonald employs location and time-sensitive offers to personalize its direct marketing via its website and home delivery services.
McDonald's employs a machine learning-based decision engine to determine which menu items will significantly impact drive-thru sales. McDonald's extensive global footprint is a significant competitive advantage for the Corporation. Franchisees are responsible for the daily operations of McDonald's restaurants in more than 100 countries (Cassidy et al., 2021). More than 90% of McDonald's restaurants are independently owned and operated by franchisees (Cassidy et al., 2021). The fact that the Corporation prioritizes factors like quality, cleanliness, innovation, the convenience of use, pricing, and nutrition gives it a significant competitive edge. Successful organizations know how to play to their strengths while compensating for their deficiencies (Singireddy, 2020). McDonald's business strategy is to make and offer what the customers want and how they want it done, focusing on quality services.
Digital transactions via apps; including delivery or kiosks account for a sizable portion of McDonald's primary market income. These actions also aid the business in staying in touch with its clientele and gauging the success of its advertising initiatives. Implementing this strategy has dramatically increased brand loyalty across all of the company's operations. The adaptation strategy is used by McDonald's to adjust to the preferences of its consumers, following the norms of the local community (Raj and Singh, 2021). McDonald's has been very successful due to its ability to adapt to changing market conditions.

[bookmark: _Toc132194643]3.0 Macro and Micro Environment and Their Influence on Marketing
This section analyses how the macro and micro environments influence the marketing strategy at Mcdonald's. The PESTEL analytic tool is employed to analyse the macro environment and porters five forces analytic tool is employed to analyse the microenvironment.
[bookmark: _Toc132194644]3.1 PESTEL Analysis
Table 1: Pestel Analysis
	Factor
	Description

	Political

	Various factors affect the profitability of fast-food McDonald's, including trade regulations, tax caps, and foreign investment restrictions. McDonald's operations may also be affected by the health regulations that are in place in several nations. Many countries have stringent food safety regulations, and McDonald's needs help complying with them. The business needs to be improved by these regulations (Rajawat et al., 2020).

	Economic

	McDonald's took unnecessary damage during the economic crisis of 2008. The lockout meant fewer customers for the shops, so McDonalds had to slow down like the rest of the economy. The worldwide decline in sales during the pandemic averaged 22 percent at McDonalds (Rajawat et al., 2020). They had to reduce their workforce to conserve money, significantly slowing them down.

	Socio-cultural

	As the need for nutritious food rises, more and more consumers are seeking convenient options that meet their needs, such as high-protein, low-calorie, ready-to-eat foods. McDonald's standard menu could benefit from adding lower-sugar and fatty-content options (Rajawat et al., 2020).

	Technological

	McDonald's is an already established, highly successful company. They are continually scouring various social media platforms for potential new clients. They regularly post promotions on social media platforms (Rajawat et al., 2020). They will get a leg up on the competition because of this.

	Environmental

	Most companies focus on their long-term objectives and the measures they intend to take to reduce their environmental impact (Rajawat et al., 2020). McDonald's can boost its image in the eyes of consumers by implementing eco-friendly policies.

	Legal

	The company must be aware of the various taxes and levies made by the governments of the countries in which it operates to maintain its competitive edge. In order to avoid legal issues, they must strictly adhere to all applicable trade regulations (Rajawat et al., 2020). McDonalds food chains must adhere to each nation's regulations regarding food hygiene. McDonald's expansion plans may be hampered by the animal welfare rules of the nations in which it operates (Sun, 2022).



[bookmark: _Toc132194645]3.2 PORTERS 5 Forces
Table 2: Porters 5 forces
	Force
	Description

	The threat of New Entrants
	McDonald's is one of the largest fast-food chains in the world. With so many eateries popping up everywhere, competition is fierce in the fast-food industry. Despite their long histories, each of these corporations is today reaping the benefits of economies of scale (Sun, 2022). It costs much money for a new company to begin opening restaurants nationwide and promoting and advertising them.

	Threat of substitutes

	McDonald's may be synonymous with fast food, but many customers order whole meals, not just hamburgers. Subway, Domino's, Pizza Hut, and KFC are used interchangeably because they provide services comparable to the original (Sun, 2022). Because of online food delivery services, more dining establishments are now within easy driving distance.

	Bargaining power of customers
	All fast-food restaurants provide their patrons with much the same prices and this can cause the customers to easily switch providers, so retaining them requires exceptional service (Jian et al., 2021).

	Bargaining power of suppliers
	McDonald's has sway over its suppliers since it has exclusive partnership arrangements with most of them. These suppliers provide the bulk of McDonald's raw materials (Jian et al., 2021). In order to maintain the quality of the final product provided to clients, it closely monitors the product and service quality of its suppliers.

	Competitive rivalry

	McDonald's revenues are in direct competition with many other fast-food chains. Most of these rivals regularly pay attention to what their clients have to say and respond with competitive pricing (Beninger and Francis, 2021). Major competitors include fast food chains like Burger King, KFC, Wendy's, and even Burger Singh (Jian et al., 2021). It is less of a hassle for the client to transition when there is no discernible difference between the available options and no additional expense.
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[bookmark: _Toc132194647]4.1 STP Analysis
Table 3: STP Analysis
	Factor
	Description

	Segmentation

	The company marketing primary objective is to categorize people and groups in society. Most clients are families with kids, the elderly, and the working individuals. McDonald's franchises are the company's most valuable partners (Tien et al., 2020). McDonald's demographic strategy considers various factors, including customers' ages, genders, occupations, life stages, and religious affiliations (O'Neill, 2020). Customers at McDonald's are categorized by age. For instance, The Happy Meal was created by McDonald's as a unique offering for youngsters (Hourigan, 2021). Small quantities of milk and fries, formulated with the nutritional requirements of young children in mind, are included with each of them. In order to draw in budget-conscious customers, McDonald's has set its prices very high. Features like Wi-Fi have been implemented to appeal to youngsters, most of whom are students (Nuque-Joo et al., 2019). When compared to other coffee establishments, McDonald's offers superior adult beverages. The target audience for these styles encompasses a wide range of ages. McDonald's is working on a strategy incorporating these new market considerations.

	Targeting

	McDonald's primarily targets the people of modest means who value convenience and low cost. The already-famous McDonald's drive-thru gained even more attention during the Covid-19 pandemic outbreak (Nuque-Joo et al., 2019). McDonald's has made significant attempts to establish a healthy brand in response to the growing health consciousness of its client base. McDonald's has made some notable changes to its menu over the past few years, including eliminating artificial preservatives from Chicken McNuggets and substituting liquid margarine or butter in their English muffins, biscuits, and bagels.

	Positioning

	McDonald's focuses on not only its main outlet but also the subsidiaries to offer its services and products. It has a limited customer base yet operates efficiently due to its low overhead. In its outlets, the company's sales have declined over the previous few years, so it has introduced new, healthier menu items. Despite its best efforts, it neglects several groups that deserve consideration together with families (Chandra, 2019). To reduce expenses and wait times associated with food service. It has improved efficiency by equipping its eateries with state-of-the-art machinery. Computer-controlled technology saves costs by enabling a smaller workforce to accomplish previously infeasible tasks.



[bookmark: _Toc132194648]4.2 Differentiation
McDonald's uses broad differentiation business strategy (He and Chittoor, 2022). McDonald's uses the broad differentiation generic strategy when marketing its McCafé offerings. To differentiate itself from rivals, McDonald's prioritizes providing excellent customer service over serving their food as swiftly as possible. McDonald's restaurants have a one-customer-at-a-time policy which is done to guarantee high-quality service at all times (He and Chittoor, 2022). McDonald's enhances the quality of service provided to customers at every stage of the ordering and delivery processes.

[bookmark: _Toc132194649]4.3 4Ps Marketing mix
McDonald's company is one of the world's most successful fast-food chains because of its effective marketing mix implementation (Raj and Singh, 2021). Strategic management requires comparing the 4Ps to the business strategies of rivals such as Burger King, Wendy's, Dunkin' Donuts and other companies in the food and drink industry, such as Starbucks Coffee Company. McDonald's global marketing strategy facilitates communication with prospective customers in all regions of the world (Raj and Singh, 2021).
Table 4: 4Ps marketing mix
	Product

	McDonald's, being a fast-food restaurant, sells essentially food and beverages. The company's products and services and their presentation to the target market are the focus of this marketing mix (Syarifudin et al., 2021). Major foods on the McDonald's menu include burgers, sandwiches, salads, chicken, fish, soft drinks, snacks, sides, the McCafé, desserts, shakes, and traditional and all-day breakfast options. There are also salads, snacks alongside the mail meals.

	Place

	Although the company's wares can be found in various retail establishments, they are most prominent in the food service industry. The fast-food sector utilizes various locations as one component of this 4P variable (Syarifudin et al., 2021). The distribution channel component of the marketing mix details the various outlets via which a product can be purchased. McDonald's earns the bulk of its revenue from the retail sale of its products at its restaurants, kiosks, mobile apps and the website.

	Promotion

	McDonald's four essential marketing techniques include direct marketing, sales promotions, public relations, and advertising. To promote its latest food products, the company, for instance, updates its website frequently with new information (Helmold, 2022). This aspect of the marketing mix outlines the food service company's plan to interact with its target demographic. With this 4P framework, marketing communications with the intended audience is crucial. 

	Price

	McDonald's uses bundle pricing, in which sets of products, such as a meal, are sold at prices lower than the prices of individual products such as fries if purchased separately (Helmold, 2022). This aspect of the marketing mix sets food and drink pricing and ranges. The new pricing structure is an effort to boost revenue and profitability. McDonald's combines package and psychological pricing, two pricing strategies that complement one another. Client can maximize their spending power by ordering a Happy Meal or an Additional Value Meal.
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[bookmark: _Toc132194651]5.1 Facebook
McDonald's is quite popular, as evidenced by its Facebook page having over 78.5 million fans. The company food outlet businesses and brands use Facebook. Considering all factors, it is the most popular social networking platform (Ho and Wang, 2020). The largest visited social network, Facebook, claims to have over 2.2 billion daily users. This is the only online venue where so many potential customers and clients may be reached by so few businesses and marketers. As a result, Facebook is usually the focal point of a marketer's social media strategy (Ho and Wang, 2020). Facebook users may frequently communicate with one another. However, aggressive social media marketing can damage not only a company's reputation, but also it is standing in the eyes of its target audience. For the most part, McDonald's has just used Facebook for advertising. However, they do not restrict data collection to promotional purposes. McDonald's uses it occasionally to address customer concerns (Ho and Wang, 2020). The company's social media representatives deal with client suggestions and concerns as they arise. There is much interest in a post because of the number of responses it receives.
[bookmark: _Toc132194652]5.2 Instagram
Instagram is a fantastic marketing tool for McDonald’s. Instagram is a terrific platform to exchange photographs and videos, despite having a significantly smaller user base than Facebook (Challa and Anute, 2021). McDonald's has over 3.3 million Instagram followers and has uploaded 500 photographs and videos there (Challa and Anute, 2021). Promotions accessible via social media, however, are the company's main marketing platform. Promoting a new product or menu item typically involves creating visual content. Amazingly, customer feedback keeps being positive and enthusiastic. McDonald's treads lightly on most platforms for fear of offending users with an overabundance of promotional content.

[bookmark: _Toc132194653]6.0 Why McDonald's is Effective at Marketing
McDonald's developed a profitable strategy by focusing heavily on marketing, franchising, and the constant development of new ideas (Hizam-Hanafiah, et al., 2022). They wanted to attract more of a specific demographic, so they marketed it as a beautiful destination for families. Its marketing effectiveness comes is based on its electronic commerce. Electronic commerce entails trading goods and services through electronic systems. Also, its marketing effectiveness springs from the ability to spent money sourcing products from various regions and developing menus to meet the preferences of various local populations.

[bookmark: _Toc132194654]7.0 Measurement metrics
McDonald's employs surveys and questionnaires in restaurants, on social media, and on its mobile app to gauge customer satisfaction with the fast-food chain's menu items, service, and delivery (Edeh et al., 2022). McDonald's community and other digital platforms are monitored for customer feedback. McDonald's provides food options that are convenient for the whole family. Targeting a specific demographic or distribution method can be challenging when communicating with a large audience (Chen et al., 2020). McDonald's invests heavily in online advertising because of this, appearing on a wide variety of platforms. McDonald's marketing efforts are so successful that the company's brand is rated excellent. McDonald's new marketing campaign should generate immediate sales owing to its straightforward branding strategy, as the fast-food chain is already widely recognized.

[bookmark: _Toc132194655]8.0 Conclusion
McDonald's management made the call that cost reduction was more crucial than revenue growth. McDonald's focused on monthly discounts rather than brand experience enhancements or new ideas as the company's reputation plummeted. Monthly promotional strategies aimed to raise short-term sales at the expense of the company's equity were prioritized over marketing communications that would strengthen the brand. There is much competition, poor management, a lack of marketing, and an unwillingness to adapt to the demands of franchisees and customers, all of which make it difficult for the company to succeed. This meant significant strategic issues needed addressing if the company was to maintain its upward trajectory.
McDonald's has lost ground in the fast-food industry because it has been reluctant to respond to shifting consumer preferences. Because of this, McDonald's is now behind other companies in the fast-food market. Due to its emphasis on operational efficiency, McDonald's needs more innovative new concepts. They failed miserably at communicating the McDonald's brand's message. McDonald's committed a blunder by stereotyping millennials in their advertisements. Not every member of this generation is the same. The business would no longer speak of millennials as if they were a single group with comparable beliefs, as was done in the past. McDonald's failed to maintain a competitive edge in the consumer experience because it needed to pay more attention to maintenance, innovation, and promotion. 

[bookmark: _Toc132194656]9.0 Recommendations
According to the findings of the Porters Five Forces analysis, McDonald's Corporation should conduct a strategic review of its competitors, customers, and alternative options. This is because all three factors significantly affect the business and the context in which it functions. Other factors, such as suppliers' bargaining power and the possibility of new entrants, are also significant to the food service industry, but to a lesser extent. The company CEO should be responsible for mitigating the damage to sales and market share from new and established competitors (Liu et al., 2022). The four Ps, also known as McDonald's marketing mix, are an effective strategy for the company's success. It has also been suggested that McDonald's increase the rate at which it develops new and exciting products. The food service industry is highly competitive, but innovative products can help businesses stand out and keep customers (Dandis et al., 2022). Using the insights from Porter's Five Forces, McDonald's can improve its product quality to compete with cheaper alternatives in the market. It needs to be based on the company-wide strategy for cost leadership. Cost leadership should be McDonald's primary business strategy, as this will help the company stay competitive by reducing costs across the board. The company has implemented standardized procedures to boost output, decrease expenses, ensure profitability, and maintain low prices.
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