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[bookmark: _Toc224848516]Executive Summary

This report uses the situation analysis stage in the SOSTAC framework to analyse the strategic position of McDonald's in the British fast food market. The report uses PESTEL, Porter's five-force, VRIO and SWOT analysis methods to examine the external environment, industry structure and internal capabilities.

Research results show that McDonald's operates in a fiercely competitive environment and is affected by economic uncertainty, changes in consumer preferences and increased regulatory pressure. Despite these challenges, the company has maintained a strong competitive position with its strong brand influence, efficient operations and franchise model.

The report concludes that continuous adaptation to change, especially in terms of sustainability and product quality, is crucial to maintaining long-term competitiveness.
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This report conducts a strategic marketing audit of McDonald's. Based on the SOSTAC marketing planning framework, especially in the situation analysis stage, it critically analyses its current and future internal and external environment. McDonald's is the world's largest fast food chain, operating more than 40,000 restaurants in more than 100 countries, serving about 70 million customers every day (Huuray, 2024). The company has established a strong global presence through its brand recognition, efficient supply chain, and franchise-based business model.

However, the global fast food industry is becoming increasingly complex and competitive. Economic uncertainly, changing consumers’ preferences and increasing regulatory pressures are reshaping the competitive landscape of the fast food industry. Certain consumer behaviours, such as brand loyalty and inertia, further influence market competition (Kim, Kim and Wang, 2021; MacKay and Remer, 2024). In particular, growing concerns regarding health, sustainability and food quality have forced fast food companies to adapt their strategies in order to maintain market relevance (Liu and Jiang, 2024).

In order to analyse these challenges, this report applies four strategic framework: PESTEL analysis, Porter’s Five Forces, the VRIO framework and SWOT analysis. These models provide a comprehensive evaluation of the macro environment, industry structure and internal resources influencing McDonald’s strategic position in the UK fast food market. While the Situation Analysis stage is essential for strategic decision-making, it may be limited by its reliance on static data in a dynamic environment.

[bookmark: _Toc224848518]2. Macro External Environment Analysis: PESTEL

PESTEL analysis is a strategic tool commonly used to examine the macro-environmental factors that may affect an fabric and its industry. This framework assesses six dimensions of the external environment: political, economic, social, technological, environmental, and legal factors (Olayiwola et al., 2025). By analysing these dimensions, organizations can better understand the broader context in which they operate and identify potential opportunities and threats posed by external changes (ULUBEYLİ et al., 2019). Therefore, PESTEL analysis is often used as the foundation of strategic analysis, helping organizations evaluate external influences before making strategic decisions.

Table 1 summarizes the key macro-environmental drivers that affect McDonald's operations within the British fast food market. The following sections will analyse how these external factors shape the company's strategic environment.

	Factor
	Key Drivers
	Example
	Strategic Implication of McDonald’s

	Political
	The health regulations and food tax system issued by the government
	The UK has begun to impose a sugar tax and mandate that food labels indicate their calorie content in an effort to address the obesity problem (Rogers et al., 2024a).
	These policies require McDonald's to enhance the transparency of nutritional information and may prompt adjustments to the recipes of some dishes that do not meet health standards.

	Economic
	With the global trend of continuously rising inflation and the increasing costs of food and labor
	In 2022, the inflation rate in the UK rose sharply to around 11%, the highest level in more than four decades (Ranta et al., 2024).
	Higher operating costs may require McDonald's to manage pricing carefully while maintaining its value for money positioning.

	Social
	The enhancement of consumers' health awareness and the change in their dietary preferences
	British consumers are increasingly concerned about healthy eating and food choices, which reflects the changing dietary preferences and the enhanced awareness of nutrition (Mulrooney et al., 2023).
	Changes in consumers' dietary demands may prompt McDonald's to diversify its menu and introduce healthier alternatives.

	Technological
	The development of online food ordering software and self-service food ordering machines
	Self-service kiosks, mobile ordering apps and AI drive-through technologies
	Digital technologies such as self-service terminals and mobile ordering apps have helped McDonald's achieve strategic growth by enhancing operational efficiency and collecting customer data for personalized marketing and service optimization (Akcam, 2020).

	Environmental
	The food industry's expectations for sustainable development are constantly rising, and the pressure to reduce packaging waste is also increasing day by day.
	The regulatory pressure exerted by the UK to reduce plastic packaging waste has been continuously increasing, which is reflected in the Plastic Packaging Tax introduced in April 2022 (Bradford and Sofet, 2022).
	McDonald's may need to invest in sustainable development measures, such as using recyclable packaging and building a more environmentally friendly supply chain.

	Legal
	Food safety regulations and labor regulations
	Strict food hygiene regulations in the UK require food service businesses to register with local authorities and comply with the Food Standards Agency's food hygiene rating system (Kirkman et al., 2021).
	Compliance with legal requirements is crucial for maintaining operational standards and protecting the brand reputation of McDonald's.


Table 1: PESTEL Analysis of the Macro Environment Affecting McDonald's Operations in the UK fast food industry
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As governments around the world increasingly attempt to address public health problems such as obesity and unhealthy diets, political factors have become growingly influential in the fast food industry in the UK. In the UK, public health policies such as the Soft Drinks Industry Levy on sugary beverages have been introduced to encourage healthier eating habits. As a result, the daily intake of free sugars among adults has decreased by approximately 10.9 grams, and among children by 4.8 grams (Rogers et al., 2024b). These regulations require restaurants to provide clearer nutritional information and reconsider the composition of their menus. For McDonald's, such as policies directly impact its product development and marketing strategies, compelling the company to increase the transparency of nutritional content and introduce healthier menu options. 

Although these regulations may increase the complexity of operations, they also forward enterprises to innovate and adjust their product portfolios. For McDonald's, proactively reconfiguring items on its menu and promoting healthier options can enhance its brand reputation and make it more in line with the public's expectations for long-term health.

[bookmark: _Toc224848520]2.2. Economic Factors

The economic situation has a big impact on the business environment of fast food companies. The continuous rise in inflation and food costs has put pressure on the British catering industry. During the cost-of-living crisis in the UK, rising food and energy prices have put greater economic pressure on the food industry and consumers (John Stone, Lonnie and FIO - Food Project Team, 2023). The increase in raw materials, logistics and labour costs has increased the operating costs of the whole industry. For McDonald's, it has become especially important to maintain its value-for-money positioning in times of economic uncertainty.

However, economic pressure may bring operational challenges and market opportunities at the same time. During the recession, consumers are more sensitive to prices and are more willing to choose options with slightly lower prices. Therefore, McDonald's parity strategy may enable it to maintain customer demand, and McDonald's is more cost-effective than traditional restaurants. This shows that in the current economic situation, effective cost management and pricing strategies are crucial to maintaining competitiveness. Therefore, in the British market, it will remain a key strategic challenge for McDonald's to maintain customer perception while maintaining cost-effectiveness.
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Social trends have also reshaped the consumer behaviour of the fast food industry. People's increased awareness of healthy lifestyles has prompted consumers to seek low-calorie meals and alternatives to plant-based foods (Van Hoven et al., 2024). With the change of consumer preferences, fast food companies are under pressure to expand menu choices. McDonald's has responded by launching plant-based products and promoting healthier menu options in multiple markets.

However, a balance between healthier products and traditional fast food products remains a strategic challenge. Although healthier menu options may attract new customer groups, they must also be in line with the brand's essential characteristics and consumer expectations. If it fails to adapt to changes in consumer preferences, it may weaken its brand relevance among young and health-conscious consumers. Therefore, McDonald's must carefully manage product innovation to ensure that the diversification of the menu can strengthen rather than weaken its brand positioning.
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Technological innovation has changed the operation mode of many fast food restaurants. Digital ordering systems, mobile applications and self-service terminals are increasingly being used to improve efficiency and customer experience (Xu et al., 2024). McDonald's actively invests in these technologies, including mobile ordering platforms and artificial intelligence-driven Delaisu service systems.

In addition to operational efficiency, technology investment may also bring strategic advantages through data collection and personalised marketing. By analysing customers' buying behaviour, McDonald's can improve demand forecasting and tailor promotional activities for specific consumer groups. Therefore, continuing to invest in digital technology may enhance the company's competitive position in the British fast food industry.
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In the catering industry in the British, environmental sustainability has become an increasingly important issue. Consumers and regulatory authorities in the UK are constantly pressuring enterprises to reduce plastic packaging and lower carbon emissions throughout the supply chain (Gerassimidou et al., 2022). In response, McDonald's has launched initiatives aimed at enhancing the sustainability of packaging and reducing its environmental impact. 

However, sustainable development initiatives may bring about additional operational costs and supply chain adjustments. Although these investments may reduce the environmental impact in the long run, enterprises must ensure that their sustainable development strategies are economically viable. For McDonald's, integrating sustainable development elements into its supply chain and packaging practices may also enhance its brand reputation among consumers with a strong environmental awareness.
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Legal norms play a significant role in shaping the operation of the catering service industry in the UK. Restaurants operating in the British must comply with strict food safety standards, hygiene regulations and employment regulations to protect consumers and employees (Linham et al., 2025). For McDonald's, maintaining compliance in its global franchise network requires a strong quality control system and continuous monitoring of regulatory requirements.

Non-compliance with food safety or labour laws and regulations may damage reputation and lead to economic penalties. So maintaining high standards of compliance is not only a legal liability, but also a strategic need to protect brand reputation and maintain consumer trust.

Overall, PESTEL analysis shows that McDonald's is facing a complex external environment in the UK fast food market. Government health regulations, economic pressures, changes in consumer preferences, and technological developments are all shaping the company competitive conditions. In order to keep competitive, McDonald's needs to constantly adjust its menu supply, pricing strategy and digital capabilities, while also strengthening sustainable development practises to respond to changing regulations and consumer expectations.
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The microenvironment depends on the industry factors that directly affect the competitive position of enterprises. The five-force model proposed by Michael Porter is often used to analyse these factors. The five-force model proposed by Michael Porter is widely used to analyse the competitive framework of the industry. The model evaluates five key forces affecting the competition and profitability of the industry: the degree of competition, the threat of new entrants, the bargaining power of suppliers, the bargaining power of buyers, and the threat of substitutes (Pangarka and Prabudsay, 2024). Using this framework helps McDonald's understand their competitive position in the British fast food market and compare their advantages with competitors including KFC and Burger King.
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The competition in the British fast food industry is extremely fierce, because the products provided by several large international chains are very similar. McDonald's competes directly with KFC and Burger King through pricing strategies, menu innovation and marketing activities (Sievert et al., 2025).

With its huge restaurant network and strong brand awareness, McDonald's maintains a strong competitive position in the fast food industry, competing with other major international chain brands such as KFC and Burger King (Poliensskaya, 2021). This extensive network has improved the accessibility and brand awareness of its restaurant, thus consolidating McDonald's market position.

The part of market share, McDonald's occupies one of the largest shares in the British fast food market and is still a dominant brand in the fast food industry (Cassidi et al., 2021). However, fierce competition and continuous product innovation have kept the industry highly competitive. The distribution of the market share of major fast food brands in the UK is shown in Figure 2.
Figure2: Market Share of Major Fast Food Chains in the UK

As shown in Figure 2, McDonald's dominates the fast food market in the UK, while its competitors such as KFC, Burger King and Subway have relatively small market shares. Despite McDonald's strong position, the presence of several major rivals has made competition in the industry increasingly fierce.
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Because of the high entry barriers, the threat of new entrants in the fast food industry is relatively low. Establishing a national restaurant network requires significant capital investment, operational expertise, and strong brand building (Shah et al., 2023). 

In addition, McDonald's also benefits from the strong global brand recognition and customer loyalty that have been built up over decades. Economies of scale also provide it with an advantage, as large fast-food companies can purchase raw materials at lower costs through a global supply chain (Sievert et al., 2025). These factors make it difficult for new entrants to compete with established brands.
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Due to McDonald's large purchasing volume and global procurement system, the bargaining power of its suppliers is relatively low. The company cooperates with many suppliers and maintains long-term contractual relationships, which reduces its dependence on individual suppliers (Akinbamini et al., 2025).

Because McDonald's buying a large number of raw materials, it has a strong bargaining power when determining the price and supply conditions. This makes the company to maintain cost-effectiveness and product quality consistency in its global business.
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In the fast food market, consumers have a relatively high bargaining power because they can easily handover between different brands. Customers can choose between McDonald's, KFC, Burger King or independent restaurants according to price, convenience or taste preferences (Olivera and La Poso, 2024).

The development of takeaway platforms such as Uber Eats and Deliveroo has further increased consumer options, allowing customers to easily compare restaurants. So it is crucial for fast food companies to maintain customer satisfaction and brand loyalty. In this regard, companies like McDonald's have invested in digital ordering systems and mobile applications to improve convenience and enhance customer loyalty.
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The threat of alternatives to fast food is high. Consumers can enjoy alternatives such as home-cooked meals, supermarket ready-to-eat meals, and healthier restaurant options. Supermarkets are increasingly providing convenient ready-to-eat and instant food to meet consumers' demand for time-saving food choices (Zhang and Galado, 2022).

In addition, the development of takeaway services rapidly. It has provided consumers with more dining options, allowing them to access a variety of restaurants. Therefore, fast food companies like McDonald's need to constantly innovate their menus and marketing strategies to maintain competitiveness.

Overall, the analysis of the Porter five-force model shows that the British fast food industry is fiercely competitive, especially due to the fierce competition and strong buyer power. However, McDonald's has maintained a competitive benefit with its extensive restaurant network, strong brand awareness and economies of scale, which helps it maintain its leading position in the market.
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Internal analysis focuses on evaluating a company's resources and capabilities to determine its competitive advantage. The VRIO framework is used to assess these factors. The VRIO framework is used to assess whether a company's resources and capabilities can generate a sustainable competitive advantage. The assessment is based on the value, rarity, inimitability and organizational support of these resources and capabilities (Dangaiso and Tsvere, 2025). The following table uses the VRIO framework to evaluate McDonald's key strategic resources.
	Resource
	Valuable
	Rare
	Costly to Imitate
	Organized
	Strategic Outcome

	Global Brand Recognition
	Yes
	Yes
	Yes
	Yes
	Sustainable Competitive Advantage

	Franchise Business Model
	Yes
	Yes
	Moderate
	Yes
	Strong Competitive Advantage

	Global Supply Chain
	Yes
	Moderate
	Moderate
	Yes
	Temporary Competitive Advantage

	Digital Technology
	Yes
	No
	No
	Yes
	Competitive Parity


Table3: VRIO Analysis of McDonald’s Strategic Resources
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The McDonald's brand is one of its most valuable assets. According to the latest brand evaluation report, McDonald's is one of the most valuable brands in the global catering industry, with a brand value exceeding 40 billion US dollars (Brand Finance, 2025). Strong brand recognition can enhance customer trust and loyalty, which has a significant impact on consumers' purchasing decisions. Due to decades of global marketing and a consistent brand image, McDonald's brand is difficult for competitors to replicate, thus forming a sustainable competitive advantage.
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McDonald's franchise system is another important strategic capability. As one of the world's largest fast food companies operating in more than 100 countries around the world, McDonald's has built a strong influence around the world with its huge restaurant network (Casidi et al., 2021). This model helps to achieve rapid globalisation and expand the industry, while reducing operational risks and capital investment. Although managing franchise relationships may pose challenges in maintaining service consistency, the franchise model remains a strong source of competitive advantage for the company.
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McDonald's has built an efficient global supply chain to support its large-scale operations and consistent product quality. Strong supplier relationships and huge procurement capacity enable the company to maintain cost-effectiveness and stable supply. However, a similar supply chain system may also be developed by major competitors. In a fiercely competitive environment, advantages are easily imitated or weakened, which means that this ability may only provide temporary competitive advantages (Rezai, Husseini and Sana, 2022).

[bookmark: _Toc224848535]4.4. Digital Technology

McDonald's has invested in digital technologies such as mobile ordering, self-service terminals and artificial intelligence-driven speed service systems. These innovative initiatives have improved operational efficiency and customer convenience. However, with the increasing popularity of similar technologies in the fast food industry, they may only bring competitive even, rather than a unique strategic advantage (Tend and Demei, 2023).

McDonald's internal advantages are also reflected in its financial performance. Despite the cost pressure, McDonald's UK's revenue in 2023 still reached about 1.8 billion pounds (QSR Media UK, 2024). This highlights the company's strong operational efficiency and continuous competitive advantage.
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	Strengths
	Weaknesses

	Strong global brand recognition
	Perception of unhealthy food

	Extensive franchise network
	Dependence on franchise operators

	Efficient global supply chain
	Limited menu flexibility

	Opportunities
	Threats

	Growth in digital ordering
	Intense industry competition

	Plant-based food trends
	Government health regulations

	Expansion into emerging markets
	Economic uncertainty


Table4: SWOT Strategic Summary

SWOT analysis shows that McDonald's strong global brand is a key advantage to maintain its competitive advantage, because it is recognised as one of the most valuable catering brands in the world (Brand Finance, 2025). But the company also has some weaknesses, such as its negative image of unhealthy food and dependence on franchisees. There are opportunities in the growth of digital ordering and the increase in demand for plant-based food. At the same time, McDonald's must also cope with the fierce competition in the fast food industry and the government's strengthening of marketing supervision of unhealthy foods (Boyland et al., 2025).
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In short, the strategic marketing audit shows that McDonald's operates in a fiercely competitive and rapidly changing global environment.

External factors such as economic uncertainty, technological innovation, and changes in consumer preferences continue to affect a company's strategic position. Despite these challenges, McDonald's still has several significant competitive advantages, including its world-renowned brand, an efficient supply chain and a successful franchise model.

However, continuing to invest in digital technology, healthier menu choices and sustainable business practises is crucial for the fast food industry to maintain its long-term competitiveness.
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