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[bookmark: _Toc193479570]Executive Summary
This report analyses McDonald’s strategic position by exploring how the company responds to external pressures such as rising costs, regulatory change, and shifting consumer behaviour. It evaluates macroeconomic influences and internal capabilities to understand how McDonald’s maintains its position in a competitive and fast-changing global market.
Internally, McDonald’s benefits from a strong global brand, an efficient supply chain, and valuable real estate holdings. These strengths support its cost leadership strategy and operational consistency. However, they are increasingly challenged by rising labour costs, growing sustainability expectations, and the need for digital transformation.
The report concludes that McDonald’s current approach remains effective but must evolve to stay competitive. Strategic recommendations include improving supply chain transparency, using AI to reduce operational costs, and adapting sustainability efforts to local market needs. 
By aligning its internal capabilities with external market challenges, McDonald’s can strengthen its competitive position and build long-term resilience.


[bookmark: _Toc193479571]Introduction
McDonald’s is one of the most recognisable brands in the global fast-food industry, operating across over 100 countries (McDonald's, 2024). As the sector faces growing economic pressures, regulatory change, and shifts in consumer behaviour, strategic analysis is essential to understand how companies like McDonald’s can remain competitive. This report uses models such as PESTEL, the Resource-Based View (RBV), Value Chain Analysis (VCA), Porter’s Generic Strategies, and Ansoff’s Matrix to examine how McDonald’s responds to external pressures, leverages internal strengths, and aligns its strategic approach with long-term sustainability. As McDonald’s navigates cost pressures, sustainability demands, and rapid technological change, it presents a valuable case for examining strategic positioning in a dynamic global environment.


[bookmark: _Toc193479572]Justification of Model Selection
This report acknowledges that SWOT analysis is a useful tool for evaluating McDonald’s strategic position. However, opportunities and threats are already covered through other models. The PESTEL analysis examines external opportunities and threats, and the Resource-Based View and Value Chain Analysis evaluate McDonald’s internal strengths and weaknesses, making a separate SWOT analysis unnecessary.
Similarly, while Porter’s Five Forces is widely used for industry analysis, its relevance to McDonald’s is limited due to the company’s global dominance and market positioning (Strategic CFO, 2013). Competitive rivalry exists, but McDonald’s brand strength, economies of scale, and established supply chain significantly reduce the impact of competition and new entrants. Also, supplier power remains low, as McDonald’s size allows it to negotiate favourable contracts (Hivelr Business Review, 2023). Since the model would largely reinforce McDonald’s existing advantages rather than provide new insights, this report focuses on PESTEL, RBV, and VCA, which offer a more meaningful strategic analysis.


[bookmark: _Toc193479573]External Analysis
[bookmark: _Toc193479574]PESTEL Analysis
PESTEL analysis examines external factors affecting businesses, including Political, Economic, Social, Technological, Environmental, and Legal influences (Whittington et al., 2020). PESTEL is an effective model for a global company like McDonald’s because every factor directly impacts its operations across diverse markets (Cristina et al., 2024).
[bookmark: _Toc193479575]Political Factors
Rising minimum wages increase labour costs, forcing higher prices and putting financial strain on franchisees (Renkin, Montialoux and Siegenthaler, 2020). Nonetheless, some studies argue that higher wages can lead to increased employee retention and service quality, which could offset cost increases (Emanuel and Harrington, 2020). Stricter food safety laws, such as the Food Safety Modernisation Act, also raise costs by requiring supply chain and ingredient adjustments (Johnson and Lawson, 2016). Conversely, government incentives for nutritional improvements present growth opportunities for McDonald's (Greenspan, 2024).
[bookmark: _Toc193479576]Economic Factors
Rising costs of ingredients, packaging, and labour have driven steady price increases at McDonald's, impacting profit margins and affordability (Zhu, 2024). Fluctuating exchange rates also affect revenue, with a stronger U.S. dollar reducing foreign earnings—lowering profits by 7 cents per share and contributing to a 4% net income drop in the second quarter of 2012, despite a 3.7% sales rise (CBS News, 2012). However, economic downturns often shift consumer preference toward affordable dining, boosting McDonald’s value positioning (Shahid et al., 2014). Yet, the continued success of premium fast-casual brands like Five Guys suggests that even in downturns, some consumers are willing to pay more for higher-quality offerings, indicating an opportunity for McDonald's to refine its premium menu strategies.
[bookmark: _Toc193479577]Social Factors
Shifting consumer preferences are driving fast-food chains to diversify their menus and respond to evolving dietary expectations (Venter de Villiers, Cheng and Truter, 2024). That said, McDonald’s previous attempts at offering salads and fruit options have seen mixed success, suggesting that demand for health-focused fast food may not be as strong as expected (Erskine, 2017).  
[bookmark: _Toc193479578]Technology Factors
AI and automation are transforming the fast-food industry, with self-order kiosks, digital payments, and predictive analytics enhancing efficiency (Stanley, Pratama and Subakti, 2023). Emerging trends like automated food preparation are shaping how companies, including McDonald’s, adapt to market demands.
[bookmark: _Toc193479579]Environmental Factors
Increasing regulatory and consumer pressure for sustainability is pushing McDonald’s to adopt eco-friendly alternatives, such as eliminating plastic straws and introducing sustainable packaging. However, not all sustainability initiatives are cost-effective, and some companies engage in "greenwashing" to meet consumer expectations without meaningful change (Franzellin, 2024). McDonald’s must ensure that its sustainability efforts are both effective and financially viable to avoid reputational damage.
[bookmark: _Toc193479580]Legal Factors
McDonald’s operates under strict food safety and hygiene regulations. Compliance is costly, requiring frequent audits, training, and supply chain adjustments. Yet, failure to comply carries even greater risks, including hefty fines, operational shutdowns, and reputational damage (VinciWorks, 2022). 
The PESTEL findings indicate that McDonald’s must prioritise cost efficiency, regulatory compliance, and sustainability to remain competitive. Adapting its menu to healthier options, leveraging automation to offset rising labour costs, and enhancing eco-friendly practices will be crucial. Proactively addressing these external pressures will allow McDonald’s to strengthen its market position and ensure long-term resilience. 
These external pressures shape how McDonald’s utilises its internal strengths. The following section will examine this through RBV and VCA, highlighting how McDonald’s resources and operational strategies help navigate these challenges.


[bookmark: _Toc193479581]Internal Analysis
[bookmark: _Toc193479582]Resource-based View
The Resource-Based View (RBV) identifies McDonald’s most strategic resources by evaluating them through the VRIN framework—Value, Rarity, Inimitability, and Non-substitutability (Barney, 1991).
One of McDonald’s strongest resources is its brand, a key driver of long-term growth and profitability (McDonald's, 2021). It's global recognition and customer loyalty reinforce market dominance, allowing premium pricing (Pereira, 2024). Since few competitors have the same brand strength, it is rare and difficult to imitate (Anggara and Kaukab, 2024). Additionally, no direct substitute can replicate its extensive brand equity, making this resource a sustained competitive advantage under VRIN. However, RBV does not assess how McDonald’s translates brand strength into operational success.
Similarly, McDonald’s supply chain provides cost efficiency and ensures product consistency worldwide. While competitors like Burger King use similar models (Meyer, 2023), McDonald's economies of scale allow it to negotiate better supplier contracts, reducing costs further. This partially meets the criteria for a competitive advantage, as its size and purchasing power are valuable and difficult to replicate. That said, RBV does not evaluate how well this advantage is utilised in daily operations or whether supply chain risks, such as ingredient shortages and sustainability pressures, are effectively managed.
McDonald's real estate strategy is another key resource. Owning 70% of its buildings and 45% of the land secures prime locations and generates steady rental income (Palmer, 2025). As most competitors lease properties, this resource is rare and hard to imitate. There are also no substitutes for McDonald’s extensive real estate holdings, making this a sustained competitive advantage. Even so, some researchers suggest that real estate ownership may limit flexibility in responding to market shifts (Echeverri, Jylhä and Koppels, 2021).
RBV highlights McDonald’s key resources, but their effectiveness depends on how they are applied operationally.
[bookmark: _Toc193479583]Value Chain Analysis
VCA assesses how McDonald’s resources generate value by breaking down its primary and support activities (Porter, 1985). While RBV defines what McDonald’s has, VCA explains how those resources are used to sustain its competitive edge.
[bookmark: _Toc193479584]Primary Activities
Inbound Logistics: Bulk ingredient sourcing reduces costs, but supply chain disruptions, including shortages and price fluctuations, can impact operations. McDonald’s global scale provides strong supplier bargaining power, helping to stabilise costs (Cook, 2023). However, rising demand for sustainable sourcing and stricter environmental regulations introduce long-term cost pressures, requiring McDonald’s to balance efficiency with ethical purchasing strategies.
Operations: McDonald’s ensures brand consistency through standardised food preparation, but variations in franchise operations can affect quality (Gregory, 2023b). VCA assumes internal efficiencies lead to competitive advantage but does not fully consider how external trends and regulations influence long-term success.
Outbound Logistics: McDonald’s drive-thru and delivery services enhance convenience, but reliance on third-party platforms reduces control over pricing and service quality. While third-party platforms expand reach, commission fees and inconsistent service may impact profitability and brand perception. To address this, McDonald’s attempts to mitigate this risk by investing in its own app-based ordering and delivery service, McDelivery (McDonald's, 2022b).
Marketing and sales: Strong branding and promotional strategies drive customer loyalty. That said, advertising restrictions and shifting perceptions of fast food challenge long-term marketing effectiveness (Obesity Evidence Hub, 2020). VCA treats marketing as an internal function, although external factors like health regulations also influence its effectiveness.
Service: McDonald's AI-driven automation improves order processing and speed, enhancing consistency across locations. However, overreliance on digital tools increases maintenance costs. AI-driven customer engagement also faces challenges in maintaining a personalised experience. While AI streamlines service, VCA does not evaluate its long-term cost-effectiveness or security risks.
[bookmark: _Toc193479585]Support Activities
Firm infrastructure, HR, Technology and Procurement: McDonald’s franchise model lowers operational costs but reduces corporate control, leading to service inconsistencies. Employee training supports efficiency, but high turnover and rising labour costs increase expenses (Camillo, 2015). AI-driven automation improves operations, yet cybersecurity risks and system failures pose challenges. Bulk purchasing lowers costs, but supply chain disruptions and sustainability concerns create long-term risks. VCA assumes technology always enhances efficiency; however, dependence on automation demands ongoing updates and risk management, creating potential challenges (Kiel, 2024).
While VCA shows how McDonald’s resources are used to create value, it does not fully consider the external pressures shaping strategic decisions. The next section explores how McDonald’s aligns its internal strengths with external challenges through its overall strategic approach.
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Given McDonald’s external pressures (PESTEL) and internal strengths (RBV/VCA), it must adapt its competitive strategy to sustain long-term growth. This section evaluates how McDonald’s strategic approach aligns with its operational realities and market conditions.
[bookmark: _Toc193479587]Porter’s Generic Strategies
Porter’s Generic Strategies provide a useful framework for analysing McDonald’s strategic positioning, as they outline three approaches: Cost Leadership, Differentiation, and Focus (Porter, 1985). Although Bowman’s Strategy Clock offers a more detailed breakdown of pricing and perceived value, Porter’s model better explains McDonald’s overall competitive position.
McDonald’s primarily follows Cost Leadership (Gregory, 2023a), leveraging economies of scale, bulk purchasing, automation, and an efficient supply chain to offer affordable, standardised fast food to a broad customer base. Nevertheless, maintaining a Cost Leadership strategy becomes increasingly challenging as rising labour and ingredient costs strain already thin profit margins (EPAM, 2023). A shift toward a hybrid strategy that incorporates more Differentiation may be necessary to sustain long-term competitiveness.
While Cost Leadership is McDonald’s core strategy, it incorporates elements of Differentiation through menu customisation, such as introducing the McSpicy Paneer in India (McDonald's, 2016) and technology-driven convenience, such as self-service kiosks and mobile ordering. However, McDonald’s limited focus on product innovation could limit its ability to attract higher-end consumers.
[bookmark: _Toc193479588]Ansoff’s Matrix
Ansoff’s Matrix outlines four growth strategies: Market Penetration, Product Development, Market Development, and Diversification. 
Market penetration: McDonald’s primary focus is Market Penetration, done by increasing sales in existing markets through promotions, digital ordering, and loyalty programmes (Yu, 2023).
Product Development: McDonald’s could expand beyond plant-based options by introducing high-protein, low-carb meals or adopting sustainable packaging innovations to attract environmentally conscious consumers (McDonald's, 2022a).
Market Development: Expansion into underrepresented regions, such as Africa and Eastern Europe, presents growth opportunities. Yet, this strategy is not without risks. McDonald’s past failures in Iceland and Bolivia highlight the challenges of entering new markets, including economic instability, cultural resistance, and regulatory barriers (Jones, 2022).
Diversification: While McDonald’s engages in limited Diversification, there is potential to expand McCafé into standalone coffee shops or enter new food categories. However, its strong association with fast food may limit its ability to compete in new industries.


Sustainability & Strategic Recommendations
While McDonald’s strategy emphasises cost leadership, its long-term success relies on balancing efficiency with evolving environmental and technological demands. This section evaluates whether its sustainability initiatives align with its competitive strategy or pose financial risks.
[bookmark: _Toc193479589]McDonald’s Sustainability Initiatives
McDonald’s invests in AI-powered automation, plant-based menu options, sustainable packaging, and ethical sourcing to enhance efficiency and meet regulatory and consumer expectations (McDonald’s Corporation, 2024). These initiatives improve brand reputation and streamline operations, but concerns remain over their long-term financial impact. 
These initiatives have strengthened McDonald’s market position by enhancing operational efficiency, brand reputation, and global reach. Digital transformation has streamlined operations and reduced labour costs (Bousquette and Lin, 2025), while sustainability efforts such as phasing out plastic straws appeal to ethically conscious consumers and improve compliance with environmental regulations. While McDonald’s sustainability initiatives enhance brand reputation and regulatory compliance, they also face scrutiny. Some environmental groups argue that its claims, particularly regarding supply chain transparency, lack credibility (Unearthed, 2020). Additionally, investments in ethical sourcing and renewables could increase operational costs, potentially weakening its cost leadership advantage. While digital transformation enhances efficiency, it also introduces cybersecurity risks and potential service disruptions (Dancausa Millán and Millán Vázquez de la Torre, 2025).
[bookmark: _Toc193479590]Recommendations for improving strategic positioning
To strengthen its market position, McDonald’s could enhance supply chain transparency through third-party audits, ensuring its sustainability claims are credible and reducing concerns about greenwashing. At the same time, leveraging AI to improve operational efficiency could help offset the costs of sustainability initiatives, making them more financially viable. Investing in renewable energy, such as solar and wind power, may further reduce long-term expenses while reinforcing McDonald’s commitment to environmental responsibility. Additionally, adapting sustainability efforts to align with local regulations and consumer expectations could improve effectiveness across diverse markets. By integrating these strategies into its business model, McDonald’s may enhance profitability while maintaining its competitive edge in the fast-food industry.
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McDonald’s continues to lead the fast-food industry through cost leadership, global reach, and operational efficiency. However, evolving consumer expectations, regulatory changes, and sustainability demands challenge its long-term competitiveness. This report has shown that aligning internal capabilities with external pressures is key to sustaining its position. While current strategies are effective, enhancing supply chain transparency, investing in responsible innovation, and adapting to local market dynamics will be crucial. By refining its approach to sustainability and differentiation, McDonald’s can strengthen its resilience and ensure continued success in a rapidly changing global environment.
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