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Strategic Marketing Audit: A Critical Analysis of McDonald’s UK
Executive Summary
This report presents a strategic marketing audit for McDonald’s. McDonald’s is one of the largest fast-food chains operating in the United Kingdom. The purpose of this audit is to critically examine the company’s current and future market position in order to address ongoing global economic challenges, particularly high inflation and shifts in consumer behavior. 
This audit employs four established analytical frameworks. The PESTEL analysis examines the external macroenvironment. The analysis reveals that political factors, such as changes in the minimum wage and Brexit-related trade costs, are placing pressure on operations. Economic pressures stemming from inflation are affecting both the company’s costs and customers’ purchasing power. Social trends indicate a growing demand for healthier food options and an increasing preference for the convenience of digital ordering. Technological advancements offer opportunities to enhance operational efficiency and improve the customer experience. At the same time, environmental concerns and stricter regulations are driving the company to adopt more sustainable practices. Legal requirements, including menu labeling regulations, have added additional compliance obligations.
Porter’s Five Forces model assessed the competitive landscape. The threat of new entrants is moderate, as brand recognition and scale act as barriers to entry; however, smaller niche chain stores continue to emerge. Suppliers have strong bargaining power, particularly regarding key raw materials. Buyers have very strong bargaining power, as customers have numerous alternatives and face economic pressures. The threat of substitutes is significant, ranging from supermarket value meals to home-cooked meals. Competition among existing competitors is intense, with major brands fiercely competing on price, innovation, and loyalty programs.
The VRIO analysis examines McDonald’s internal resources. The company’s brand recognition and scale are valuable and difficult to imitate, constituting a competitive advantage. Its supply chain and economies of scale provide significant cost advantages. A high-quality portfolio of store locations is another valuable asset, though not entirely unique. Corporate culture and employee engagement, if managed effectively, can serve as a source of advantage that is difficult to replicate.
The SWOT analysis synthesizes these findings. Key strengths include strong brand recognition, an efficient supply chain, and strategic store locations. Weaknesses include the risk that the company’s sheer size may slow its ability to adapt, as well as a reliance on traditional business models. Opportunities lie in expanding healthier menu options, enhancing digital platforms, and improving sustainability. Key threats include ongoing economic pressures facing consumers, intense competition, rising operating costs, and potential regulatory changes.
Based on these findings, this report recommends that McDonald’s focus on three key areas. First, menu innovation should prioritize healthier and plant-based options to meet evolving consumer preferences. Second, the company should continue investing in digital initiatives to improve the customer experience and operational efficiency. Third, cost management is critical to maintaining value for customers during times of economic uncertainty. By addressing these priorities, McDonald’s can solidify its market position and effectively navigate current challenges.
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Introduction
This report provides a strategic marketing audit for McDonald’s UK. The current global economic climate presents significant challenges, with persistently high inflation leading people to be more cautious about their spending (BBC News, 2023). This report will carefully examine McDonald’s current position and future direction. The audit employs several established business tools for evaluation (Johnson et al., 2020). The report will first use PESTEL analysis to examine the company’s external macroenvironment. Subsequently, Porter’s Five Forces model will be applied to assess competitive forces within the industry (Porter, 2008). Next, the report will turn inward to assess McDonald’s own resources and capabilities through a VRIO analysis (Grant, 2021). Finally, these different perspectives will be integrated into a SWOT analysis, which combines external and internal viewpoints to provide a comprehensive picture of the company’s strategic position (Wheelen et al., 2020).
Upon completing these analyses, the report will discuss how to translate these insights into action, which is the role of the marketing plan. When formulating the plan, the SOSTAC framework (Smith, 2020) provides a clear structure covering six stages: analysis, objectives, strategy, tactics, action, and control. However, this framework must be viewed critically, as it presents a linear process, whereas the real business environment is dynamic, with competitors acting at any moment and consumer preferences shifting rapidly. SOSTAC itself does not provide criteria for judgment; the reasonableness of objectives must be assessed in light of the company’s actual circumstances. For a large enterprise like McDonald’s, coordination among internal departments also poses a practical challenge. Given these considerations, this report will emphasize the flexibility of the framework and an understanding of the organization’s actual situation in its analysis. The objective is to understand the challenges McDonald’s faces and determine the best path forward.












1.0 PESTEL Analysis: Understanding the External Environment
To analyze the environment in which McDonald’s operates, this report employs the PESTEL framework (Johnson et al., 2020). This tool helps companies examine external macro-level factors that influence their business—factors that are beyond the company’s control but must be addressed.
1.1 Political Factors
Considering political factors, the UK government’s business policies directly impact McDonald’s costs. For example, changes to the national minimum wage or corporate tax rates could significantly alter McDonald’s profit margins. Furthermore, post-Brexit trade agreements are crucial, as they affect the cost and ease of importing raw materials or equipment (UK Government, 2023). The company must closely monitor these political decisions, as they reshape the environment in which it operates.
1.2 Economic Factors
The economic landscape is perhaps the most pressing concern at present. Inflation in the UK has remained high, meaning the company’s costs for food, energy, and wages are rising (Office for National Statistics, 2024). At the same time, customers have less disposable income and will seek value-for-money options (Deloitte, 2023), placing McDonald’s in a difficult position. Consequently, McDonald’s needs to manage its rising costs while maintaining prices that customers can afford. Furthermore, rising costs have led to higher interest rates, making it more expensive for the company to borrow money to open new restaurants or renovate existing ones (World Bank, 2023). McDonald’s must continually adjust its plans to cope with these mounting economic pressures.
1.3 Sociocultural Factors
From a sociocultural perspective, people’s eating habits are changing. An increasing number of people are interested in healthier food options (Mintel, 2023). Furthermore, a growing number of customers want to know where their food comes from and how it is produced. Consequently, plant-based and vegetarian options are no longer a niche market; they are becoming a standard expectation (Euromonitor International, 2024). Another major trend is the demand for convenience. People want to order quickly via their smartphones and expect food to be delivered promptly or picked up with minimal wait times (Statista, 2024). Consequently, the company’s business model must adapt to these societal shifts to remain relevant and convenient.
1.4 Technological Factors
Technology is transforming how businesses operate and how customers interact with McDonald’s. The McDonald’s app and online ordering systems have become integral parts of the customer experience, and people expect them to function seamlessly. Behind the scenes, technology helps McDonald’s improve operational efficiency. For example, new kitchen equipment can operate faster and more energy-efficiently. Data analytics helps the company better understand customer needs and manage inventory more effectively (West et al., 2021). Companies that fail to keep pace with technological advancements risk falling behind.
1.5 Environmental Factors
Environmental factors have become a key focus for consumers and regulators. There is significant pressure to reduce waste, particularly single-use plastics (The Grocer, 2023). Customers care about how companies address their environmental impact. Therefore, using less energy and sourcing raw materials sustainably is no longer a nice-to-have but a business necessity. The UK government has carbon reduction targets, which may lead to new regulations for fast-food chains (UK Government, 2023). McDonald’s needs to demonstrate responsibility in environmental matters.
2.0 Porter’s Five Forces Model: Analyzing Industry Competition
After examining the macroenvironment, it is necessary to focus more closely on the specific industry in which the company operates. Porter’s Five Forces Model helps in understanding the competitive pressures a company faces (Porter, 2008). This framework helps businesses understand the attractiveness of the industry and where the competitive forces lie.
2.1 Brand Awareness
The first force is the threat of potential new entrants. Its strength is rated as moderately high.
Opening a single restaurant is not difficult, but establishing a multi-unit chain capable of competing with McDonald’s is far more challenging. Brand recognition and economies of scale are the primary barriers (Burns and Dewhurst, 2020). However, new small chains and innovative concepts continue to emerge, particularly in downtown areas, so McDonald’s must remain vigilant and continue to innovate.

2.2 Suppliers
The second force is the bargaining power of suppliers. Its strength is moderate to high.
McDonald’s relies on large suppliers for key ingredients such as potatoes, chicken, and bread. The company has strong bargaining power for basic commodities, but suppliers may hold greater control over certain branded or specialty ingredients (Grant, 2021). Building strong relationships with a diverse range of suppliers helps manage this risk.
2.3 Buyers
The third force is the bargaining power of buyers. Its strength is high.
Because customers have a wide range of choices, switching costs are virtually zero. During periods of high inflation, they become more price-sensitive and actively seek out deals and value-for-money meal options. Therefore, McDonald’s must consistently offer products with a high value-for-money ratio to retain customers.
2.4 Substitutes
The fourth force is the threat of substitute products or services, which is very strong.
Substitutes are not limited to other fast-food brands. Budget meal deals at supermarkets, home-cooked meals, independent restaurants on food delivery platforms, and even dine-in restaurants are all competing for the same customer base. McDonald’s faces competition across a very broad spectrum.
2.5 Intensity of Competition
The final force is the intensity of competition among existing competitors, which is extremely fierce.
The UK fast-food market is highly competitive. Major brands are constantly competing on price, new products, and marketing campaigns. This competition squeezes profit margins and forces companies to innovate continuously, using strategies such as loyalty programs and limited-time offers to gain an edge.
2.6 Overall Assessment
From the perspective of the Five Forces Model, the competitive pressure in McDonald’s industry is generally high. Buyer power, the threat of substitutes, and the intensity of competition among existing competitors are all at high levels, while supplier power is at a medium-to-high level. Only the threat of new entrants is relatively contained by brand and scale barriers. In this environment, McDonald’s profit margins remain under sustained pressure, and the company must rely on its brand strength, economies of scale, and continuous innovation to maintain its market position.
3.0 VRIO Analysis: Examining McDonald’s Internal Resources
After understanding the external and competitive environment, the company needs to examine McDonald’s internal situation. The VRIO framework helps assess a company’s own resources and capabilities (Grant, 2021). It poses four questions for each resource: Is it valuable? Is it rare? Is it difficult to imitate? Can the organization utilize it? Clarifying these questions reveals where the true competitive advantages lie.
3.1 Brand Awareness
The McDonald’s brand holds significant value and consistently attracts customers to its restaurants. Although brand awareness is high, it is not unique in the UK market; other major fast-food brands also possess strong brand influence. However, building such a brand requires decades of sustained investment, making it difficult for new competitors to quickly imitate (Kotler and Keller, 2021). McDonald’s organizational structure effectively leverages this brand strength, making the brand a source of temporary competitive advantage.
3.2 Supply Chain and Economies of Scale
McDonald’s sources ingredients globally, and its massive purchasing volume yields significant cost advantages. These economies of scale are particularly valuable during periods of high inflation. While other major competitors operate at similar scales, it would take new entrants a long time to achieve the same scale, and the cost of imitation is extremely high. McDonald’s has a mature supply chain management system that fully leverages this advantage (Grant, 2021). This constitutes a temporary competitive advantage.
3.3 Store Location Portfolio
McDonald’s owns a large number of stores in prime locations across the UK, and these locations hold significant value. Prime locations are scarce, particularly in city centers and transportation hubs, where vacant prime spaces are extremely limited. It is difficult for competitors to replicate this, as once a prime location is occupied, it is hard to acquire. McDonald’s real estate and development teams excel at identifying and securing these locations. This constitutes a sustainable competitive advantage.
3.4 Corporate Culture and Employees
McDonald’s maintains a standardized training system and globally consistent service standards, which add value to the company’s operations. While this culture is not entirely unique—other chain brands have similar standards—establishing such a mature culture and training system requires long-term development and is not easily replicated. McDonald’s organizational structure effectively sustains and promotes this culture, thereby constituting a temporary competitive advantage.
4.0 Post-Analysis Discussion: McDonald’s Resources and Overall Performance
4.1 Financial Performance
From a financial perspective, McDonald’s performance in recent years has been relatively stable. According to the company’s publicly available financial reports, McDonald’s revenue in the UK market has continued to grow over the past few years, but profit margins have been squeezed by rising costs. Rising food ingredient prices, energy costs, and labor wages have all put pressure on profit margins. Nevertheless, thanks to its economies of scale and mature supply chain management, McDonald’s has maintained a higher profit level than its peers. This financial resilience is the foundation of the company’s ability to weather market fluctuations. However, against the backdrop of persistent high inflation, balancing price increases with customer affordability remains an ongoing financial challenge.
4.2 Market Share
In the UK fast-food market, McDonald’s has long held a leading position. According to industry data, McDonald’s consistently ranks among the top players in the hamburger segment. However, overall market growth has slowed, and the competitive landscape is shifting. While McDonald’s market share remains the largest in absolute terms, the brand’s novelty and appeal are facing challenges among certain younger consumer groups. This implies that maintaining market share cannot rely solely on past achievements but requires continuous adaptation to new consumer trends.

4.3 Physical and Digital Assets
In addition to the resources discussed in the VRIO framework, McDonald’s possesses two key assets. First are its digital assets: the company’s app and loyalty program have amassed a vast amount of user data, and the value of these assets is rapidly increasing; once customer loyalty is established, it is difficult for competitors to replicate quickly. Second are its physical assets: a large number of company-owned or long-term leased store properties provide the company with flexibility during expansion and renovation.
4.4 Comprehensive Assessment
Overall, McDonald’s competitive advantages are mutually reinforcing. Economies of scale underpin financial performance, while the brand and store network support market share; digital assets are emerging as a new growth engine. The company’s ability to maintain its leadership in the future depends on whether it can accelerate the deepening application of digital capabilities while consolidating its traditional strengths.
5.0 SWOT Analysis: Integrating All Information
A SWOT analysis is an effective method for integrating everything we have learned. It examines McDonald’s strengths and weaknesses (internal factors) as well as its opportunities and threats (external factors). This is the final model to be applied, as it builds upon the previous analyses (Wheelen et al., 2020).
5.1 McDonald’s Strengths
In terms of McDonald’s strengths, its scale and established brand portfolio are clear advantages. They provide customers with purchasing power and brand recognition. McDonald’s prime restaurant locations in high-traffic areas are also a major advantage, as they are difficult for competitors to replicate. If McDonald’s has developed a strong and positive corporate culture, that is another important internal strength driving performance from within.
5.2 McDonald’s Weaknesses
5.2.1 Scale Issues
A potential weakness is that McDonald’s scale may make it difficult for the company to change quickly. This is because a small new competitor can experiment with new menus or technologies much faster than the company (West et al., 2021).
5.2.2 Traditional Business Model
Another weakness is the company’s reliance on a traditional business model. As customer habits evolve, the company must ensure its restaurants are prepared for the future and capable of integrating closely with digital platforms and food delivery services. If any of McDonald’s individual brands lose their clear positioning or appeal, this also represents a weakness the company must address (Vrontis and Thrassou, 2022).
5.3 Corporate Opportunities
Looking outward, McDonald’s can identify several opportunities.
5.3.1 Product Opportunities
The growing demand for healthier, plant-based foods clearly presents an opportunity to develop new products and reach new customers (Mintel, 2023).
5.3.2 Technology Opportunities
Second, technology offers McDonald’s opportunities to improve its app, enhance operational efficiency, and better understand customers through data (West et al., 2021). Technology may also present opportunities to expand into new delivery models or open restaurants in novel locations. McDonald’s can also explore ways to make its operations more sustainable, which would both attract customers and save costs in the long run (Deloitte, 2023).
5.4 Threats
McDonald’s must contend with threats in its operating environment.
5.4.1 Customers
The greatest current threat is the impact of economic pressures on the company’s customers. If people have less disposable income, they may reduce the frequency of dining out or opt for cheaper alternatives (BBC News, 2023).
5.4.2 Competitors
Additionally, intense competition from large competitors as well as new, innovative entrants remains an ongoing threat (Porter, 2008).
5.4.3 Cost Threats
Faced with rising food, energy, and labor costs, McDonald’s profit margins will be threatened if the company cannot pass these costs on to customers (Office for National Statistics, 2024).
5.4.4 Regulatory Risks and Social Media Threats
The risk of new government regulations, particularly those related to health, the environment, or employment, is another threat that McDonald’s must monitor closely (UK Government, 2023). Social media also poses a threat, as negative information can spread rapidly and damage the company’s brand.






















6.0 Conclusions and Recommendations
This audit indicates that McDonald’s operates in a highly challenging yet promising environment. The company’s primary strengths lie in its scale, brand, and geographic presence. However, the external environment remains difficult. For McDonald’s, the key lies in leveraging its strengths to capitalize on the greatest opportunities while protecting itself from major threats. McDonald’s should focus on menu innovation and incorporate healthier options. McDonald’s needs to invest in the digital experience to meet customers’ expectations for convenience. It must also remain cost-conscious to ensure it continues to provide good value to customers even during difficult economic times (Young, 2023). By staying flexible and closely monitoring these factors, the company will be able to address current challenges and continue to succeed.
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