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Executive Summary
This report takes McDonald's (China) as the subject of study. Firstly, the macro market environment of McDonald's (China) is analysed using the pestel model in order to grasp the development environment of McDonald's (China) as a whole. Secondly, the swot analysis was used to analyse McDonald's (China) in depth and detail. Again, the 4P theory analysis is used as a framework to analyse the current marketing of McDonald's (China). Finally, suggestions are made for the future marketing development of McDonald's (China).

[bookmark: _Toc994281483][bookmark: _Toc10862][bookmark: _Toc1835473083]Introduction
McDonald's, the world's largest fast food chain and brand, was founded in Chicago, USA in 1955(McDonald's, 2022), and officially entered the Chinese market in 1990. Currently, mainland China has become McDonald's second largest market in the world, the fastest growing market in the world and the largest franchised market in the world outside the United States (McDonald's China, 2022). However, at the same time, China is becoming the most competitive market and McDonald's is losing market share. To cope with the fierce competition, McDonald's has accelerated its localisation process and further expanded into the Chinese market. This report provides an in-depth analysis of McDonald's China and suggests new trends in the localisation of McDonald's China marketing, so that McDonald's China can stand up to the fierce competition in the market.

[bookmark: _Toc1318627474]1.Macro environment analysis
This section uses the pestel model to analyse the macro environment in which McDonald's (China) operates. The pestel model places particular emphasis on six environmental factors: political, economic, social, technological, environmental and legal (Whittington et al., 2020, p. 36).
[bookmark: _Toc193516826][bookmark: _Toc691461300][bookmark: _Toc140718478][bookmark: _Toc1944804218][bookmark: _Toc142391108][bookmark: _Toc1639427687]1.1 Political Environment
[bookmark: _Toc870569398][bookmark: _Toc1147053024][bookmark: _Toc1356055183][bookmark: _Toc1606639115][bookmark: _Toc1645944399][bookmark: _Toc675964399]The current political factors in China are overall tending to be positive for the restaurant industry. In order to accelerate the development strategy of the service industry, the State Economic and Trade Commission has included chain operations, fast food distribution chain operations, distribution centres and central kitchen construction, and kitchen engineering construction in the national debt subsidy program to give key support (Blue Shark Consumption, 2021). This will be able to bring new opportunities for the booming development of China's food and beverage industry.
1.2 Economic Environment
China's economy continues to improve. 2021 GDP exceeds RMB 114 trillion, up 8.1% on the previous year (National Bureau of Statistics of China, 2022). The nation's spending power has also increased in line with national income, which has given a major boost to the development of the restaurant industry, which is heavily dependent on the state of the economy.People are eating out more frequently and per capita consumption is also increasing.
[bookmark: _Toc745161363][bookmark: _Toc559475249]1.3 Socio-cultural Environment
The social elements have at least two impacts upon organisations. First, they can influence demand and supply. Second, they can shape the innovativeness and effectiveness of organisationsl (Whittington et al., 2020, p.41)As urbanisation continues, the pace of people's lives is increasing. This has greatly increased the consumer demand for eating out. At the same time, the increasing convenience of transportation has also greatly increased the frequency of people dining out and ordering takeaways.
[bookmark: _Toc1417103377][bookmark: _Toc1398211756][bookmark: _Toc1203356720][bookmark: _Toc81706971][bookmark: _Toc798641714][bookmark: _Toc1949882284]1.4 Technical Environment
Advances in technology have provided conditions for the catering industry to move towards specialised division of labour and standardised production, as well as bringing new possibilities for the management of the catering industry. The large-scale and standardised production has become possible, which will lead to the maturation of the chain business model in the catering industry. The effective unification, standardisation and centralisation in the procurement and distribution of ingredients and meals will facilitate cost control and quality control.
[bookmark: _Toc1071093968][bookmark: _Toc518011341][bookmark: _Toc1589164637][bookmark: _Toc1242162878][bookmark: _Toc813830214]1.5 Ecological environment
The company's operations will inevitably have an impact on the ecological environment, leaving an environmental footprint and incurring environmental costs. Pollution, stewardship and sustainability are what organisations need to consider (Hart and Dowell, 2010). McDonald's(China) obviously consumes a huge amount of beef, potatoes, chicken, etc., which requires natural resources to grow and raise, which is why McDonald's has been criticised.
[bookmark: _Toc1668391022]1.6 Legal Environment
Legal issues are an important part of an organisation's institutional environment, referring to both formal and informal 'rules of the game' (Townsend et al., 2020). The legal system governing the operation of the economy in China is becoming increasingly sophisticated. The improved and standardised legal environment has provided legal protection for McDonald's (China) operations and greatly facilitated its own investment and development. In terms of market management, the government is also reducing administrative intervention (Premier Li Keqiang, 2018) and relying on internationally accepted systems and regulations to implement market management, which has enabled McDonald's to develop more smoothly in China.

[bookmark: _Toc953927875]2.Marketing Environment Analysis
[bookmark: _Toc1662812009][bookmark: _Toc1700370270][bookmark: _Toc295470260]This section uses the swot analysis method to conduct a systematic analysis of the external environment and its own internal factors in order to explore the marketing environment faced by McDonald's (China) from four aspects: strengths, weaknesses, opportunities and threats.
[bookmark: _Toc1676736852][bookmark: _Toc1558237261]2.1 Strengths Analysis
[bookmark: _Toc1635855630][bookmark: _Toc730570462]2.1.1Good brand image
McDonald's has been adhering to the QSCV (Quality, Service, Cleanliness,Value) business philosophy since its inception(McDonald's China, 2019). Based on a standardized management system, McDonald's has taken multiple measures to control the meals at all levels, which has become synonymous with hygienic and safe fast food in the hearts of Chinese people, laying a good foundation for the expansion of McDonald's in the Chinese market. In addition, McDonald's is actively involved in public welfare. Since its entry into the Chinese market, McDonald's has adhered to the concept of "giving back to society" and pursued social values while seeking economic benefits, such as making donations to Project Hope, setting up special scholarships and donating books(McDonald's China, 2020). These actions have helped McDonald's establish a good corporate image in the eyes of Chinese consumers. 
2.1.2 Sound supply chain management 
McDonald's has an extensive and comprehensive supply chain management system worldwide, a system that provides for the proper and orderly operation of its restaurants.In terms of supplier selection and management, to ensure food safety, McDonald's has established a global product supply traceability system(Lin, Shi and Zhou, 2022); to ensure product taste and flavour, McDonald's has established a supplier product scoring mechanism. In addition to the above, McDonald's is actively developing its local supply chain in China.  It has introduced potato cultivation technology and established potato cultivation bases; signed cooperation plans with four major suppliers in China, namely Binbao, Xinxiahui, Tyson and Zidan; and invested $1.5 billion to build a McDonald's supply chain intelligence industrial park in Hubei(chen, 2022). By sourcing and processing McDonald's products locally, it is conducive to the taste of the products being closer to the preferences of local consumers and better able to win the trust and favour of customers. In addition, the immediate local production of products can ensure that ingredients as well as products are fresh enough to avoid health and safety risks caused by food preservatives.
[bookmark: _Toc1533744935][bookmark: _Toc1739924516]2.2 Weaknesses Analysis
2.2.1 Unhealthy nutritional structure
The core product of McDonald's is burger + fries + cola, which, from the perspective of modern nutrition, has the characteristics of "three highs", i.e. high in calories, fat and protein, and "three lows", i.e. low in minerals, vitamins and dietary fibre(Round Up Vegetarian Cuisine, 2021), with an unbalanced nutritional structure. Moreover, McDonald's uses deep-frying and grilling as the main cooking method, and fried and smoked foods are among the top 10 junk foods announced by the World Health Organization(Boggiano et al., 2014). As we can see, the global obesity rate is skyrocketing as fast food consumption rises sharply.(Jia et al., 2019)
2.2.2 Single product range and slow development
McDonald's adopts a standardised production model, which has largely led to a homogenisation of its product range, with its main products being burgers, fries and fried chicken. China is a vast country with a wide variety of cuisines and people have different dietary habits in different regions. It is difficult for McDonald's to satisfy the diverse tastes of Chinese consumers with its limited product offerings(Sun and Ryder, 2016). In addition, McDonald's has been cautious in localising its products and has been slow in developing new products in the Chinese market compared to its strongest competitor, KFC. Without new products to continuously stimulate the market, consumer interest in buying will all be reduced.
[bookmark: _Toc1404907604][bookmark: _Toc626519213]2.3 Opportunities Analysis
2.3.1 Socio-economic development
With the increasing standard of living, people's consumption habits and preferences have also generally upgraded. The demand for three meals a day has not only remained at the level of solving sustenance, but also has higher requirements for the taste and quality of food. This means that international chain restaurant brands such as McDonald's, which has a good brand image but is constrained by the high pricing of its products, can further open up the market by virtue of its own superior product quality and service level. Further, with the advancement of urbanisation in China, the gap between urban and rural areas is gradually narrowing, and McDonald's (China) is gradually growing its market share in third and fourth tier cities, with a broader commercial footprint in China.
2.3.2 A faster pace of life
Social development is accelerating and with it, the overall pace of life is becoming faster and the concept of time is becoming stronger than ever. Fast food is an effective way to shorten meal times and meet the dietary needs of modern society(Kolay et al., 2021), so people are increasingly interested in fast food and the consumer base is expanding.From busy white-collar workers to students with heavy school workloads; from hurried sightseers to busy locals, McDonald's has further opened up the consumer market in China.
[bookmark: _Toc699401663][bookmark: _Toc796091650]2.4Threats analysis
2.4.1 Competitive market
Western fast food, represented by KFC, is the strongest competitor to McDonald's(Singularity Finance says, 2022). In the case of KFC, with McDonald's both have a strong brand advantage. There are also a number of brands such as Burger King and SUBWAY that are expanding their strengths, and these brands all have roughly the same products. It is difficult for McDonald's to develop its own unique competitive advantage. Chinese fast food, represented by True Kung Fu, is also a strong competitor to McDonald's(wang, 2009). There are many new Chinese fast food brands in the market, such as True Kung Fu and Hehegu, which are more in line with Chinese eating habits in terms of taste, convenience, dining service and price setting. In addition, the impact of convenience stores providing fast food services on the fast food industry is becoming more and more apparent.
2.4.2 Health concepts take root
As living conditions improve, people's dining needs have moved from the simple satisfaction of hunger to the pursuit of health and a balanced diet is increasingly important. Officially, the Chinese Nutrition Society has also released the Dietary Guidelines for Chinese Residents to better help people choose a healthy dietary structure and achieve a balanced diet.(Han et al., 2020) .McDonald's, with burgers and fried chicken as its main products, runs counter to the increasingly prevalent concept of health.

[bookmark: _Toc1665750010]3.Analysis of the current state of marketing
This section analyses the current marketing situation of McDonald's (China) using the classic marketing theory of "4Ps——product, price, channel and promotion." as a framework.
[bookmark: _Toc1663595778]3.1 Products
As the world's leading fast food chain, McDonald's has developed a global standardised product production model throughout its development. In order to enhance the competitiveness and attractiveness of its products and win more markets, McDonald's has also embarked on an attempt to localise its products. One is to incorporate some local elements into existing products, such as the steamed pork chop burger and fresh vegetable fish cakes, which were previously launched in China(han, 2015). Another way to localise McDonald's products is to integrate with the local culture to cater to the preferences of consumers in the region. Typical examples in China are the Chinese New Year Limited and the Star Chef programme(Information Times, 2019). Compared to KFC, McDonald's biggest competitor in China, it can be said that McDonald's has been relatively cautious and restrained in its product localisation process. In terms of product sales, it is not as satisfactory as it should be, which shows that McDonald's localisation strategy is still in the stage of experimenting with consumers and there is some room for improvement in the product localisation strategy.
[bookmark: _Toc1964640553]3.2 Prices
Price is an important factor affecting the production of enterprises and customers' desire to buy, and is a game between supply and demand(Chen, Tsai and Chiu, 2015). McDonald's (China) current pricing strategy has two main types, firstly, the reputation pricing strategy in psychological pricing, which targets the consumer's psychology of "cheap is no good, quality is good" and sets high prices for products that enjoy a certain reputation in the consumer's mind (baidu, 2022). Secondly, mix and match pricing. McDonald's (China) combines main meals such as burgers and snacks such as fries, chicken wings and colas into set meals with preferential set prices, which are popular with consumers and speed up the ordering process, making it a win-win situation for both the company and consumers. Also McDonald's offers more special price promotions and freebies/coupons on its LMICs account , which suggests that McDonald's may be using value price promotions as a marketing tool more in LMICs than HICs. (Cassidy et al., 2021) The current price range of McDonald's (China) is within the affordability of the average Chinese person, and although it is a little more expensive than regular fast food, price is not a barrier to consumers.
[bookmark: _Toc5217999]3.3 Places
Place strategies aims to maximise customer convenience, usually through the supply and distribution of products and services, thus creating a complex web of chains between suppliers and consumers, to achieve a more convenient place to provide products and services to consumers. By choosing local suppliers in China, McDonald's not only maintains the freshness of its ingredients to a large extent, but also reduces the potential risk of uncontrollable factors such as weather conditions and government policies. Ordering channels. McDonald's has taken advantage of China's electronic payment and ordering platforms and developed its own "McDelivery" takeaway service, allowing people to enjoy delicious food without leaving home and developing new sales growth places marketing.However, at the same time, it should also be noted that these initiatives, McDonald's competitors, KFC, do not do badly or perhaps even better, and McDonald's (China) has not developed its own competitive advantage in terms of channel marketing.
[bookmark: _Toc1799563313]3.4 Promotions
[bookmark: _GoBack]This sub-section focuses on the advertising and marketing aspects of McDonald's.Advertising campaign. McDonald's advertising campaign has won the approval of Chinese consumers because it has incorporated emotional elements into its advertising messages, successfully linking its products with family, love and friendship, as well as incorporating cultural elements into its advertising, perfectly combining product promotion with local festivals such as the Chinese New Year, and making consumers look forward to their dining moments. Marketing. On the one hand, McDonald's actively interacts with netizens through likes and comments, unknowingly raising its brand image and attention; on the other hand, McDonald's posts new product-related news through Weibo to raise its awareness and thus attract more consumers.

[bookmark: _Toc100917243]4.Conclusion
From the above analysis, we can see that in terms of the external environment, with the development of society, McDonald's (China), as a fast-food restaurant, has gained more market share due to the accelerated pace of life, but also lost market share due to the renewal of consumers' health concept, so it can be said that there are both opportunities and challenges at present. In terms of its own attributes, McDonald's (China) has a good brand image and a well-developed supply chain, which are unique advantages that will be difficult to surpass. However, at the same time, it should also be vigilant to new competitors that emerge and maintain a long-term competitive advantage through innovation in marketing strategies.

[bookmark: _Toc1751505618][bookmark: _Toc1089240740]5.New trends in McDonald's marketing
As we know，food marketing are changing from the traditional focus on  price and convenience as consumers now search for experiential consumption benefits of social relationships, health and well-being(Gottlieb et al., 2022).The marketing strategy of McDonald's (China) should also be adjusted accordingly.
[bookmark: _Toc1996572297]5.1 Localised marketing
In terms of the current market situation, McDonald's China needs to further accelerate the pace of localised marketing, with emphasis on the localisation of its products. By accelerating the development of new products that are tailored to local consumers' dietary habits, McDonald's aims to enhance its appeal to Chinese consumers. Of course, in the process of product localisation, McDonald's also needs to grasp the scale, too much localisation will not only lose its own product characteristics, but also in the competition with the rise of Chinese fast food.
[bookmark: _Toc1958611304]5.2 Healthy marketing
The perception of McDonald's as "junk food" has taken root in people's minds(Tatlow-Golden and Parker, 2020), so how to change its brand perception to respond to the changing consumer perception has become a key issue in McDonald's marketing in China, and health marketing strategies will become a major part of McDonald's marketing strategy in the future. Firstly, it is possible to respond to the increasingly mainstream health perception by adding and subtracting from the menu. For example, healthy options such as fruit and vegetables could be added to the menu, as well as giving consumers the option to choose whether or not to put cheese on the menu. Secondly, the menu can also be subtracted, for example by reducing the proportion of junk food in the set menu and reducing the portion size of junk food.
[bookmark: _Toc1750845112]5.3 Emotional marketing
People have moved from a stage of quantity and quality consumption to a stage of emotional consumption, and emotional marketing strategies are becoming a new strategy in marketing(Song et al., 2022). Emotional marketing can not only turn users' empathy for the brand into purchasing power, but also build brand loyalty on the basis of meeting certain spiritual needs of users(Zhang et al., 2022). For McDonald's, the first step is to gain deep insight into consumers' inner spiritual needs, and then refine an emotional proposition that meets their needs, triggering their value recognition and then raising the brand temperature. For example, using festivals as an entry point, we can incorporate the unique emotions of festivals into our product marketing.
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