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[bookmark: _Toc121880986]1 Executive Summary
This paper takes strategic management theory as the main theoretical basis and McDonald's as the main research object to explore the development of McDonald's and the choice of competitive strategy. Through relevant index data, this paper analyses the current situation of McDonald's development and the development of the fast food industry from a global perspective. The competitive environment of McDonald's is analysed through PESTEL analysis and Porter's Five Forces analysis model system, and its own strengths and weaknesses, external opportunities and threats are examined using SWOT analysis. Conclusion Evidence confirms that McDonald's is currently the largest fast food chain in the world. Due to the impact of economic globalisation and changes in people's lifestyles, McDonald's needs to make some changes to its business model in order to adapt to the new market environment in the Internet era. In response to the above findings, this paper puts forward relevant decision-making recommendations that will provide insights into the future development of McDonald's.
[bookmark: _Toc121880987]2 Introduction
[bookmark: _Toc121880988]2.1 Background
Because of the coronavirus pandemic and the boom in technology that has pushed more consumers online, people are increasingly inclined to use the internet to get their daily needs, but it's a huge blow to offline brick-and-mortar food and beverage outlets. The need for merchants to convert the huge amount of e-commerce traffic into offline sales has created a new craze for O2O commerce, a new retail strategy that brings people from Instagram, email and digital ads to a brick-and-mortar store (Keenan, 2021), converting e-commerce visitors into offline sales. In the new business model of the Internet era, how to advance development on the basis of maintaining business survival, how to use business strengths to overcome the industry challenges faced, seize existing opportunities and adjust the strategic layout of the business in a timely manner are all issues that the restaurant industry must take seriously.
[bookmark: _Toc121880989]2.2 Significance
With the intensification of globalisation, the economic boundaries between countries are becoming increasingly blurred and trade is becoming more frequent, more and more catering companies are entering the international market, bringing new competition and challenges to the catering industry. Due to the differences in consumption habits, cultural backgrounds and religious beliefs of different countries, there are significant differences in the preferences and needs of catering consumers in different countries.
[bookmark: _Toc121880990]2.3 Organisation
Founded in 1940, McDonald's is a multinational fast food chain originating from Southern California, USA, selling hamburgers and fries, fried chicken, soft drinks, ice cream, salads, fruit, coffee and other fast food products. As the world's largest fast-food chain, McDonald's has a strong brand appeal and market share, and its business strategy and model have become the model strategy reference guidelines for most restaurant chains. In this paper, McDonald's is chosen as the subject of a specific analysis to discuss the reasons for its success in the global market, and to make analysis and recommendations on the future decisions and development prospects of today's food and beverage enterprises in the wave of globalisation.
[bookmark: _Toc121880991]2.4 Basic theory
[bookmark: _Toc121880992]2.4.1 What is strategy
The Cambridge Dictionary defines corporate strategy as the ideas and plans a company has for its future business activities, or the process of deciding these ideas and plans within a company (The Cambridge Dictionary, 2022). Michael Porter states that competition based on operational effectiveness alone is mutually destructive, leading to wars of attrition that can be arrested only limiting competition (Porter, 1996, p. 64). According to Strategic Management, the field of strategic management deals with the major intended and emergent initiatives taken by general managers on behalf of owners, involving utilization of resources, to enhance the performance of firms in their external environments (Lynch, 2018, p. 10). If an organisation is a ship, then the employees are the sailors and the strategy is the steering wheel that shows the way forward. the ship could drift aimlessly in an uncharted ocean, losing momentum and accidentally capsizing in choppy waters, with no future for the sailors on board.
[bookmark: _Toc121880993]2.4.2 Strategic analysis
Strategic analysis means that before strategic management, the enterprise should make the necessary investigation and analysis of the market it enters with the current situation of the enterprise development, understand its own enterprise development strengths and weaknesses, the market environment it has to face and its possible changes, clarify the development purpose and strategic objectives of the enterprise, and co-ordinate the environment and other available resources inside and outside the enterprise.
[bookmark: _Toc121880994]2.4.3 Strategic choices
In order to achieve the right results in the process, we need to develop suitable strategic options and evaluate them in order to be able to judge whether the chosen strategy is correct or not. Strategy selection is a process that amplifies a company's strengths and supports its weaknesses, enabling it to seize opportunities when they arise and create them when they do not.
[bookmark: _Toc121880995]2.4.4 Strategy implementation
Once the strategic choice has been made, the company's strategy must be put into practice. As the action phase of the strategic management process, strategy implementation is more important than strategy formulation. Strategy implementation is a top-down dynamic management process, the implementation plan should not be detached from reality, not blindly leapfrogging development, should be around the corporate goals, with the changes in the environment in which they are made appropriate flexibility of alternate implementation strategy, in order to fundamentally improve the competitiveness of enterprises.
[bookmark: _Toc121880996]2.4.5 Strategy evaluation
The specific meaning of strategy evaluation is to detect the progress of strategy implementation, evaluate the performance of strategy implementation and continuously revise strategic decisions in order to achieve the expected goals. The content of the evaluation should be objective, realistic and valid, and then make a scientific analysis based on the benefits generated or the losses caused. In time, strategies that have a negative impact are discarded and improved, and adjustments are made to the strategic layout in the first instance, so that strategic decisions are made in the direction of improving corporate effectiveness.
[bookmark: _Toc121880997]2.5 Methodology
This paper will take strategic management theory as the main theoretical basis, take McDonald's as the main research object, start with specific data, firstly use the PESTEL model to analyse the external environment of the organisation, then use the Porter's Five Forces model to analyse the survival pressure and the competitive environment faced by the organisation in relation to it, and finally use the SWOT model to analyse the integration of the internal and external environment of the organisation, and according to the three models The analysis and findings of the three models are summarised to provide an in-depth understanding of the development situation of the catering industry, explore the strategic choices for the development of the catering industry in the current era from a more comprehensive perspective, and make specific recommendations for action.
[bookmark: _Toc121880998]3 Main Body
[bookmark: _Toc121880999]3.1 PESTEL Analysis
According to Exploring Strategy, Text and Cases (Whittington et al. 2019, pp. 35-37), organisations depend on their environment for their existence. The environment includes political, economic, social, technological, legal and ecological factors. These environmental factors provide both opportunities and threats. Clearly, business owners and managers must analyse their environment as carefully as possible in order to foresee and take advantage of these environmental changes. The PESTEL model is one of the key tools for analysing an organisation's macro-environment, and it analyses the six environmental factors mentioned earlier to identify the key factors that have an impact on the organisation. By taking into account key external drivers of change, the PESTEL framework can encourage firms to consider long–term goals and to choose sustainable business innovation and investment strategies (Stuiver et al. 2016, p. 333). In the following, I will use this model to analyse the macro environment of McDonald's
[bookmark: _Toc121881000]3.1.1 Political dimensions
(a) Political stability in the host country
Political stability in the countries in which they operate is beneficial to the business, and any significant political changes and unrest could have a negative impact on their business. As McDonald's operates globally, it is more likely to be affected by such situations. Over a decade ago, McDonald's attempted to open a branch in Harare, the capital of Zimbabwe, but a political storm caused the country's economy to completely collapse. Since then, many global brands have had to end their operations and leave in a hurry due to international sanctions (Cherry on Entertainment, 2021).
(b) Political relationship with other countries
Political relations between two countries can affect the business of a global company like McDonald's. For example, on 8 March 2022, McDonald's announced the temporary closure of its restaurants in Russia and the suspension of its market operations due to the war conflict between Russia and Ukraine (McDonald's, 2022).
[bookmark: _Toc121881001]3.1.2 Economic dimensions
(a) Economic globalisation
According to Statista, McDonald's is the world's most valuable fast food brand with a market value of US$154.9 billion (2021). With more than 40,000 restaurants worldwide, the restaurant giant serves approximately 70 million customers around the world every day (GlobalData, 2022), and the integration of different regional food cultures has created huge opportunities for McDonald's multinational economy. The impact of economic globalisation on McDonald's has been profound, and McDonald's has actively responded to the trend of globalisation by developing its business around the world and achieving success.
(b) COVID-19
All of the countries in the world that have had outbreaks have used restrictions on the movement of people and the public panic has caused a sudden drop in customer traffic. In the restaurant industry, customer traffic is a very important revenue contributor and the outbreak has certainly hit customer traffic hard, which has caused McDonald's sales to plummet (Lucas, 2020). According to Statista, the US fast food industry has grown year on year since 2004, but due to COVID-19, the industry has seen a significant drop in consumer spending in 2020, with consumer spending peaking at over $300 billion in 2021 (2021) and 36% of fast casual restaurant operators report that their staffing levels are down from normal levels by more than 20% (2020). 
(c) Exchange rate movements
McDonald's annual revenues are broken down by region, with the US generating approximately US$8.7 billion in 2021. Meanwhile, the international operating markets of China, Australia, France, Canada and the UK contribute the most to McDonald's total revenue, totalling US$12.09 billion (Lock, 2022). This shows that the majority of McDonald's revenue comes from international markets, which means that the amount of McDonald's profit is largely affected by exchange rate fluctuations.
[bookmark: _Toc121881002]3.1.3 Social dimensions
(a) Healthy eating
In recent years, there has been an increasing focus on healthy eating and as a result, people tend to avoid sugary and fatty foods. McDonald's has taken note of this by adding healthy eating options and low-calorie sugary drink alternatives to their menu.
(b) People's lifestyles
With the rapid development of society, people in cities are getting busier and busier, and fast food is effective in shortening meal times and meeting dietary needs to match modern society, hence the increasing reliance on the fast food industry.
(c) Localisation
McDonald's will change its menu to suit local needs. For example, in Japan, it has introduced green tea ice cream, rice burgers and wagyu shrimp burgers to match Japanese tastes and preferences, while in China, it has created pearl milk tea pies, big plate chicken flavoured burgers and chicken rolls with pickled asparagus to suit Chinese tastes. This business approach of adapting the menu to offer local flavours to its customers has been well received, which has led to a significant increase in its consumers.
[bookmark: _Toc121881003]3.1.4. Technological dimensions
Factors affecting the technological environment include the level of technology in society, national policies and legislation on science and technology, and the national technological system, of which the United States is undoubtedly one of the leaders. The United States has a well-developed technological level of society, national policies and legislation that support and encourage technological innovation, and a well-developed national technological system that is well suited to McDonald's development.
In McDonald's 2019 Annual Report, it mentions the so-called EOTF (Experience of the Future), which we call the "restaurant of the future", in short, a restaurant that includes seven elements, such as self-service ordering, mobile payment, and the new delivery-to-table and "Star Chef" burgers (Liu, 2020). In hindsight, McDonald's 'digital' restaurants have been very effective, successfully combining the internet with dining, such as the common self-service ordering, food delivery to the table, digital software, mobile payment and other services, and because McDonald's digital platform is so well developed, it has injected new life into the epidemic-hit restaurant industry. The convenience and speed of dining is one of the reasons for the retention of consumers. And in the age of big data, the internet allows for the tracking of customer preferences and even the introduction of special customised services. This approach by McDonald's is in line with the trend of the times and has yielded good results.
[bookmark: _Toc121881004]3.1.5 Ecological dimensions
Through McDonald's official website, it can be seen that McDonald's is actively taking a series of measures to maintain ecological aspects mainly in terms of climate, packaging and nature, such as helping to improve food systems to reduce emissions, using recyclable packaging, reducing the amount of plastic in Happy Meal toys, strongly supporting a deforestation-free supply chain and conducting water conservation pilots (McDonald's, 2022). To enhance its brand image, McDonald's should make more ecological changes, such as protecting wildlife habitats.
[bookmark: _Toc121881005]3.1.6 Legal dimensions
(a) Food hygiene laws
For catering companies, the food safety policies of the countries in which they operate are a key factor affecting their operations. As society develops and people become more concerned about food safety, food safety acts in various countries have become more stringent. McDonald's has been criticised for the impact of its products on consumers' health, which is very detrimental to its operations.
(b) Trade laws
Different governments have different taxes and tariffs in different countries and McDonald's must be aware of these and comply with trade laws to avoid legal consequences.
(c)Labour laws
If the legal minimum wage under labour laws increases, McDonald's labour costs will also increase. McDonald's needs to increase efficiency to keep costs and prices competitive in the face of rising wages.


Figure 1
[bookmark: _Toc121881006]3.2 Porter's Five Forces Analysis
According to Investopedia, Porter's five forces model, named after Harvard Business School professor Michael E. Porter, can be applied to any economy to identify and analyze the five competitive forces that shape each industry to understand the level of competition within the industry and to help identify the weaknesses and strengths of the industry (2022). These five forces are Competition in the industry, Potential of new entrants into the industry, Power of suppliers, Power of customers, and Threat of substitute products (Porter, 1980). Porter's Five Forces analysis is often used to determine the structure of the industry in order to determine company strategy.
[bookmark: _Toc121881007]3.2.1 Competition in the industry
Currently, the fast food industry is saturated with a large number of fast food outlets of all sizes and McDonald's is facing fierce competition. Many fast food companies of the same type are competitors of McDonald's, such as KFC, Burger King, Wendy's, SUBWAY, etc. They are aggressively marketing their products to customers and constantly granting new franchises to increase their exposure to new potential customers, posing a threat to McDonald's.
[bookmark: _Toc121881008]3.2.2 Potential of new entrants into the industry
Despite the low switching costs for customers and the diverse choice of suppliers in the restaurant industry, McDonald's is one of the world's leading fast food brands and to become a successful competitor to McDonald's, entrants must establish a large number of shops globally, which requires significant capital investment and time to quickly build economies of scale to be profitable, gain access to meat and other raw material suppliers, and undertake extensive marketing campaigns to increase consumer awareness. And the fast food market is already highly saturated with many players competing for market share. It is relatively easy for smaller local restaurants to compete with McDonald's in the local market, so McDonald's faces a medium threat from new entrants in the market. McDonald's needs to continue to innovate to increase its market share and make it more competitive.
[bookmark: _Toc121881009]3.2.3 Power of suppliers
The number of suppliers is a determinant of the influence of suppliers in the industry environment. McDonald's Corporation has a huge order book, raw materials such as chicken and potatoes for its products are available through a large number of suppliers, weakening the influence of individual suppliers on the company and corresponding to the weak bargaining power strength of suppliers, where McDonald's dominates and can easily change suppliers. As a result, McDonald's does not need to focus more on its suppliers.
[bookmark: _Toc121881010]3.2.4 Power of customers
The developed nature of the existing fast food industry allows buyers to switch to any other fast food chain at a very low cost, with strong bargaining power for buyers. For example, customers can easily switch from McDonald's to KFC and a large proportion of customers may stop eating at their restaurants if McDonald's is unable to keep its prices competitive. In addition, customers may be less inclined to choose fast food due to increasing media coverage of the negative health effects of fast food. Therefore, the company must develop measures to address the pricing of its products and innovate new products quickly to make its menu look healthier.
[bookmark: _Toc121881011]3.2.5 Threat of substitute products
Due to the saturation of the fast food industry, McDonald's can be replaced by other brands such as SUBWAY, Pizza Hut, KFC and many others that offer similar experiences and products. And with the shift towards healthier lifestyles and the emergence of online food delivery platforms, local restaurants are also starting to become alternatives to McDonald's. McDonald's faces a strong threat of substitution as there are a large number of alternatives available in the market and consumers can change their food choices at any time. McDonald's needs to improve the value for money and service quality of its products, provide more flexibility and convenience to customers and increase the switching cost for customers to increase the company's competitiveness.

Figure 2
[bookmark: _Toc121881012]3.3 SWOT analysis
SWOT provides a general summary of the Strengths and Weaknesses explored in an analysis of resources and capabilities and the Opportunities and Threats explored in an analysis of the environment (Whittington et al. 2019, p. 112). The word SWOT - Strengths, Weaknesses, Opportunities and Threats - consists of the initials of four English words. The analysis is carried out by determining internal factors (strengths and weaknesses) and external factors (opportunities and threats) in line with the SWOT matrix generated (Polat et al., 2014, p. 148), which is an important analysis technique in exploiting superiority, overcoming weaknesses, evaluating opportunities and preparing for threats (Bayhan, Türkmen, and Kepe, 2017), allows both the evaluation of the internal situation of the organization and the analysis of the competitors' situation of the market structure outside the organization (Devrim, 2006).
In the following I will use this model to provide a general analysis of the internal and external conditions of McDonald's in conjunction with the previous PESTEL and Porter's Five Forces analysis.
[bookmark: _Toc121881013]3.3.1 Strengths
(a) High brand awareness and good brand image
According to the previous PESTEL analysis, McDonald's has over 40,000 restaurants worldwide and is one of the most valuable brands in the world. McDonald's has used its brand influence to carry out an all-round promotion, establishing a good corporate image through media, social media platforms and eco-protection channels, which has well enhanced the brand loyalty of customers. 
(b) Locally-tailored menu
Increasingly diverse consumer preferences have created a challenging business environment and McDonald's use of the franchise model has allowed them to optimise their recipes well in conjunction with localisation strategies, tailoring them to the tastes and cultural differences of different regions and developing products that match the consumer base to achieve higher overall customer satisfaction and revenue. This is one of the reasons why McDonald's has been able to achieve global success. In addition, McDonald's also has different pricing strategies depending on regional consumption levels. For example, in China, McDonald's "1+1" meal set is sold for only RMB12.9, which is well received by the price-sensitive student and office workers. 
(c) Technological advancement
McDonald's has always been at the forefront of global technology. For example, McDonald's self-service ordering service has not only made ordering in-store quick and easy, reducing queuing times for customers, but has also improved staff efficiency and reduced labour costs. In addition, McDonald's has a drop-off-free delivery service, and in 2021, McDonald's entered into a strategic partnership with IBM to develop technology that will automate incoming orders (MOMIN, 2022). This will further complete the work of its artificial intelligence voice recognition system to automate the ordering of food without drop-off lanes and provide a better consumer experience. 
(d) Large market share
When Wendy’s or Burger King are losing market share in 2006, McDonald's still increased its market share. The market share of McDonald's in recent years is about 19%, while Yum!Brands is 9%, and both Wendy’s and Burger King is 2% (Candyleo13, 2022). Globally, the McDonald's logo is visible everywhere, which makes it more competitive in the restaurant market.
(e) Food quality is guaranteed
The quality of food is undoubtedly the key to a restaurant's success. To ensure that the taste of burgers, fries, etc. around the world is consistent with their origin, McDonald's has set up a special monitoring committee to supervise the selection of ingredients and the production process to ensure that the products fully meet the established standards. McDonald's has also established a product scoring mechanism for suppliers to ensure safe and effective management of food quality.
(f) Tasty food
According to Statista, more than a third of Americans say McDonald's fries are the best (McCarthy, 2014) and there is no doubt that this will attract many customers.
(g) Well-financed
McDonald's not only provides its franchisees with its brand name, menu and merchandise for its operations, but also leases out land for its thousands of franchises worldwide, operating as a landlord, so McDonald's is also a multi-billion dollar real estate empire with a strong financial backing that plays a positive role in its operations and development.
[bookmark: _Toc121881014]3.3.2 Weaknesses
(a) Intense competition
The previous Porter's Five Forces analysis shows that due to the saturation of the fast food market, McDonald's has to compete with many strong brands in the industry such as Wendy's, Burger King and KFC. This fierce competition will take away a lot of McDonald's customer base. 
(b) Junk Food
McDonald's has been under fire for food health issues and despite attempts to update its menu to health standards, McDonald's meals are still unbalanced. For example, there are many products that contain chicken, bacon, beef, ribs or eggs, but very few salads or dishes containing vegetables and fruits, which limits the choices for vegetarians.
(c) Low employee satisfaction
Although McDonald's has many good managers and skilled employees, it has a high turnover rate. Every year, many employees are fired and many others quit or go on strike in protest due to low wages and job stress (Baker, 2019), which side reflects McDonald's low employee satisfaction, which can somewhat affect its brand image. 
(d) Easy to be imitated
McDonald's is no exception as its menu is mostly simple burgers and fries, which means that it is easy to be copied by other sellers, which can make it uncompetitive to a certain extent, so McDonald's must continue to innovate.
[bookmark: _Toc121881015]3.3.3 Opportunities
(a) Healthy Menu
The PESTEL analysis in the previous section shows that people are becoming more conscious of healthy eating, and although McDonald's has been under fire for health issues, this is an opportunity for McDonald's. McDonald's can develop new products that are nutritionally balanced and market a wider range of food options for the vegetarian market. 
(b) Concessions
Low-priced dishes tend to be popular with a large number of customers, and with the global economic downturn due to COVID-19, McDonald's can attract a large number of customers through special offers, and market this to increase brand appeal. In China, KFC's "Crazy Thursday" marketing has been so successful that almost no one is unaware of it, and people have been spontaneously forwarding it to their friends and relatives as a funny online stunt (Ding, 2022), which has greatly increased KFC's brand awareness, something that McDonald's needs to learn from.
(c) Economic globalisation
According to the previous PESTEL analysis, economic globalisation has created huge development potential and business opportunities for McDonald's global business. The globalisation of the economy has also contributed to the progress and development of society and the accelerated pace of life, while fast food has greatly met people's needs for convenient and quick meals, thus making people increasingly dependent on the fast food industry. 
(d) Development of digital platforms
McDonald's digital restaurant strategy is in line with current trends and has already yielded good results. The proliferation of the online food delivery industry will bring significant business opportunities for McDonald's, which can continue to innovate technology to provide a better experience for consumers. At the same time, online membership will also increase brand loyalty among McDonald's customers.
[bookmark: _Toc121881016]3.3.4 Threats
(a) Threats within the industry
The Porter's Five Forces analysis in the previous section shows that McDonald's biggest threat is the fierce competition in the fast food industry. Organisations such as Burger King, Wendy's, SUBWAY and KFC are all its competitors, with highly similar dishes and marketing models making their customer bases extremely similar, these companies are constantly adjusting their strategies to expand their respective market shares, and the competition is only getting fiercer.
(b) People's lifestyles
The trend towards healthy living will cause consumers to choose fast food such as McDonald's less frequently. McDonald's currently has plans in place to respond to this trend, such as the introduction of veggie burgers and the installation of indoor bicycles for customer use in some of its shops in China.
(c) Food supply shortage
The stability of McDonald's relies on the stability of the food supply chain, which is linked to the stability of the agricultural sector. Epidemics and other crises can weaken the food supply and thus threaten the food service sector, as in the current COVID-19.


Figure 3
[bookmark: _Toc121881017]4 Conclusion
From the above analysis, it is clear that McDonald's is one of the top fast food chains dominating the global market, using a highly franchised business model in which a large portion of profits come from franchised restaurants. As the fast food market is very competitive and the main dishes and business models of fast food companies are not very different, McDonald's needs to focus more on customer care to enhance its brand image and customer loyalty. At the same time, with the rollout of online ordering, some new restaurant companies are entering the highly competitive market, which may affect the company's business. McDonald's can add nutritious and balanced food such as healthy dishes to its menu and adopt some special offers to increase its appeal to customers.
[bookmark: _Toc121881018]5 Recommendations
(a) Strengthening the development of online platforms
The development of online platforms is crucial to the success of businesses in the digital age. It enables organisations to build strong relationships with their customers, partners and suppliers, and to expand their reach and increase their visibility in the online space. By using online platforms, companies can access new markets, create new opportunities and drive innovation. In addition, it helps them stay ahead of the competition and capitalise on emerging trends. Ultimately, the development of online platforms is the key to success in today's digital world. And thanks to COVID-19, more and more people are using the service of ordering food online. McDonald's must pay more attention to digital platforms, especially mobile apps. To increase customer brand loyalty, McDonald's can use the membership system of digital platform to provide benefits and also give some free gifts to long-time active members.
(b) Be more relevant to local tastes
Although McDonald's is currently focusing on innovating its menu with local food characteristics, it is still not sufficiently adapted to local tastes. (iii) Make the menu more accessible to customers.
(c) Making the menu healthier and enhancing the brand image
In today's society, people are increasingly conscious of healthy living, but the stereotype of junk food has been formed about fast food companies like McDonald's. McDonald's needs to not only add healthy dishes to its menu, but also market and promote these dishes to reverse the stereotype and enhance its brand image.
(d) Enhancing brand appeal
In the increasingly competitive fast food market, enhancing brand appeal can definitely increase McDonald's competitiveness. McDonald's can adopt a set menu format similar to Happy Meal to attract customers to spend through the toys given in the set menu. To adopt this strategy, McDonald's needs to introduce toys with high ornamental value or playability, or link up with popular IPs.
(e) Enhance employee satisfaction
Customer satisfaction with service quality is often related to the satisfaction of the employees who provide the service, and it has been found that positive emotions can motivate employees to provide better customer service and perform their jobs (yours, 2022). McDonald's needs to improve the satisfaction of its employees, enhance service training and create incentives.
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