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[bookmark: _Toc130231453]1.0 INTRODUCTION
McDonald's Corporation's brands include McDonald's, Afternoon Espresso, Boston Market and The Big Mexican Taco Express. McDonald's is a major global multinational restaurant chain brand founded by Ray Kroc in 1955 in Chicago, USA and it has a history of over 80 years. It is present in 121 countries across six continents, accompanied by 32,000 outlets. By 2022, McDonald's generated a total revenue of US$23.18 billion (Jones, 2022). It has a global market share in the fast-food industry that is surprisingly three times larger than that of Starbucks.
The logic of McDonald's business revolves around creating opportunities for industrialization and chaotization. Industrialization means driving down the marginal cost of individual products through economies of scale (Kotler, 2019). Chaotization means improving management efficiency by adopting a replicable single restaurant management model to drive brand building and increase credibility and awareness in the market.
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Figure 1: Global Fast Food Market Revenue by Brand (Jones, 2022)
However, McDonald's, the world's largest restaurant chain, has been in a sustained downturn in the turbulent economic climate. There was a time when McDonald's overall worldwide sales declined, which had a serious impact on McDonald's market position. The Financial Times pointed out that the essential reason for this was McDonald's failure to respond to the fundamental changes that have taken place in the restaurant industry in recent years, where consumer demand for greener, healthier food has increased dramatically (Lock, 2021).
The risks for McDonald's under COVID-19 are even more evident. Global supply chain disruptions and forced shop closures have resulted in the risk of cash flow constraints for a restaurant industry like McDonald's (McDonald, 2021). McDonald's has already gained public recognition and brand awareness through online promotions and social responsibility by providing free supplies to workers fighting the epidemic, which is not only a challenge but has made McDonald's re-examine its operating model and business philosophy and product types. In the long run, to achieve sustainability, McDonald's has to respond to consumer trends and be socially responsible in order to gain a better reputation and brand equity.
In view of some of the challenges mentioned above, the author will use PESTEL and SWOT models to help McDonald's put forward strategic planning for corporate improvement or transformation in the turbulent market environment. In this process, Ansoff model and Porter's Five Forces model will also be applied to make the critical analysis more specific and sufficient.
[bookmark: _Toc129549665][bookmark: _Toc130231454]2.0 MAIN BODY
[bookmark: _Toc129549666][bookmark: _Toc130231455]2.1 PESTEL Analysis
The PESTEL analysis model, also known as broad environmental analysis, is an effective tool for analyzing the macro environment. It not only identifies the external environment, but also all the forces that have an impact on the organization (Barness, 2022). This essay will refer to this model to provide a reasonable view on the marketing strategy of McDonald's Group in terms of political, economic, socio-cultural, technological, environmental, and legal factors.

[bookmark: _Toc129549667][bookmark: _Toc130231456]2.1.1 Political Factor
Food safety and health have become a topic of concern for many countries. The World Health Organization is also committed to appealing to countries to take food health seriously. Many governments are also concerned about fast food chains for the protection of people, which means that fast food restaurants are at risk of being forced to close if they do not take food safety policies into account. In addition, international relations are also a key factor affecting McDonald's operations in global markets (Ghemawat, 2017). For example, the stalemate in political relations between Iran and the United States led to the suspension of McDonald's operations in Iran. Moreover, McDonald's operations in Russia were forced to suspend after the start of the war between Russia and Ukraine. 
The political stability of a country undoubtedly has a positive impact on the sound development of a business. It is also obvious from previous cases that major political changes and turbulent environment have caused McDonald's business in some countries to receive serious impact. What's more, McDonald's has a large chain of businesses around the world, so the risk of its business being affected by politics has also increased accordingly.

[bookmark: _Toc129549668][bookmark: _Toc130231457]2.1.2 Economical Factor
The factors that determine the success of McDonald's depend on the multiple countries it serves globally. In addition to the recession of 2008, its global turnover fell by 22% during Covid-19, which caused it to reduce its workforce in order to fight this financial crisis (Barness, 2022). Besides this, tariffs and trading conditions have been major factors in increasing the cost of international business. McDonald's profit margins have also become volatile with these two factors.

[bookmark: _Toc129549669][bookmark: _Toc130231458]2.1.3 Social Factor
The prevailing culture of society influences the purchasing habits of consumers to a large extent. For a fast-food brand such as McDonald's, it has indeed experienced a significant socio-cultural impact in recent years. Specifically, the general public is progressively more health conscious and taste are not the only criterion in choosing food. Instead, foods that are green, low in sugar, low in calories and high in protein are becoming more and more popular among consumers. McDonald's has been producing high-calorie burgers, fries and fried chicken (Lock, 2021). Its standardization has always been towards high-calorie products. It is still a challenge for McDonald's to scale up the production of green food with McDonald's characteristics in the global market.
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Figure 2: Harmful of Fast-food (Lock, 2021)

[bookmark: _Toc130231459][bookmark: _Toc129549670]2.1.4 Technological Factor
The progress of information technology will enhance the management efficiency of McDonald chain operation, so that it headquarters can quickly grasp the management status of all branches in the world in a short time and give effective guidance.
The internet as a platform has gathered a huge number of users which enables companies to attract more customers and potential customers. McDonald's also makes use of online platforms such as social media to attract the attention of customers, such as Facebook, Wechat, Sina Microblog, Instagram (Levitt, 2020). Social media uses big data to analyze users' preferences and help companies target their advertising to attract consumers' attention, which gives them an edge over their competitors. McDonald's can use advanced technology to increase the efficiency of its campaigns and reduce the waste of resources. In addition, the efficient use of online ordering platforms and artificial intelligence technology has also contributed to improving the user experience and thus increasing their loyalty.
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Figure 3: How McDonald’s uses Facebook, Twitter, Pinterest and Google+ (McDonald, 2021)

[bookmark: _Toc130231460][bookmark: _Toc129549671]2.1.5 Environmental Factor
The large amount of fast-food waste increases white pollution and wastes a lot of resources. To demonstrate corporate social responsibility and thus enhance the credibility and brand image, McDonald's must lead the way by creating sustainable change as a key focus of their marketing strategy. In fast food, they can replace disposable materials such as plastic with recyclable materials. In addition, they can consider partnering with technologically advanced new material companies to produce food packaging from renewable energy sources to reduce waste. Environmental considerations are a key factor that McDonald's must consider as it has a large customer base. If McDonald's neglected to protect the environment, the pollution it would cause to the world in the course of its business would be particularly huge.

[bookmark: _Toc130231461][bookmark: _Toc129549672]2.1.6 Legal Factor
McDonald's must comply with each country's food safety laws when it operates. In addition, since multinational operations involve taxes and tariffs, they must be strictly complied with in order to ensure the legal and normal operation of McDonald's worldwide. Some countries also regulate working hours and minimum wages for employees, which has a corresponding effect on brands' profit margins.

[bookmark: _Toc129549673][bookmark: _Toc130231462]
2.2 SWOT Analysis
	Strengths:
· High brand awareness and brand influence
· Huge customer base
· Multiple product mix
· McDonald's production, stable production
· Clear brand concept
· Impressive brand image
· Relatively loyal customer group
· The Rise in Health-Consciousness
(Crook, 2019)
	Opportunities:
· Provide green food to cater to consumer tastes
· Use big data and artificial intelligence technology to enrich customer service
· Catering to rapidly growing consumer demand continues to expand its global reach
· Global Expansion
· Rebuilding the Brand Image
· Mobile order and McDelivery
(Bernstein, 2020)

	Weaknesses:
· High-calorie products
· The worrying overprocessing of food
· Consumers' distrust of the health of their products
· The Franchise business model
· Negative Publicity
(Taplin, 2018)
	Threats:
· The number of competitors has grown
· Higher raw material costs limited profits
· Foreign liquidity risks continue to rise
· Currency changes and political turmoil
· Cultural Threat While operating in Various Countries
· McDonald's social ads are affecting the health of young people around the world
(Barker and Kaynak, 2019)


According to SWOT analysis, McDonald's, as the world's largest fast-food chain, has extremely high popularity and brand influence. However, its business operations are also threatened by the volatile political and economic environment and the changing buying tendencies of consumers. McDonald's should improve its innovation ability to develop greener, healthier, and lower calorie products. At the same time, it should also seize the opportunity brought by the Internet and new media to give full play to its brand value and further expand the consumer group. For the instability brought by the global market, McDonald's can predict the trend in advance through risk analysis and adjust the market strategy in time to avoid risks and achieve sustainable business development.
Although the company has been inheriting, it needs to adjust its marketing strategy by examining areas that could cause trouble. In the SWOT analysis of the company, the author has highlighted the strengths, weaknesses, opportunities, and threats McDonald's faces in the market.

[bookmark: _Toc129549674][bookmark: _Toc130231463]2.3 Ansoff Model
Ansoff model can help enterprises or managers to analyze the competitive environment. It is considered a strategic tool for managing volatile environments. This model limits the enterprise strategy to the category of product and market.
[image: 图示

描述已自动生成]
Figure 5: McDonald’s Ansoff Growth Matrix (Chen and Hicks, 2021)

[bookmark: _Toc130231464][bookmark: _Toc129549675]2.3.1 Market Penetration
Market penetration as seen in the matrix is when a company offers an existing product or service to an existing market. McDonald's Group has a large product line that offers fries, beverages, desserts, burgers, and other products to its customer base. The standardization of its production process maintains the quality control of McDonald's Group, which maintains the satisfaction of its customer base (Sull, 2018). In addition, McDonald's often offers coupons or discount packages to attract more customers to its stores. For the China market, McDonald's is also good at using social media, celebrity benefits, live streaming, and other powerful marketing tools to increase its sales. In terms of full-year financial performance, McDonald's achieved revenues of approximately $23.183 billion in 2022, up approximately 6% year-over-year, excluding currency effects. According to the latest statistics, McDonald's also expects to open 900 new stores in China in 2023.

[bookmark: _Toc130231465][bookmark: _Toc129549676]2.3.2 Product Development
Product development strategy refers to providing the new generation of products or related products to the existing consumer groups and expanding the depth and breadth of the existing products. McDonald's often adds new items to its menu. In addition to continuous research and development of meals suitable for consumers' tastes, McDonald's uses brand extension to launch the MC Cafe coffee brand and dessert station to expand the afternoon tea market (Timmer, 2019). At present, the functions of fast-food restaurants are becoming more and more diversified. In addition to the core products for all meals, McDonald's also launched the MC Cafe coffee brand and dessert station to meet the needs of business negotiations, friends' parties and other needs, which can also increase the turnover of the restaurant in non-meal time.

[bookmark: _Toc129549677][bookmark: _Toc130231466]2.3.3 Market Development
McDonald's has grown from a native American brand to one of the world's best-known fast-food brands thanks to its development of new markets to sell its existing products. With standardized procedures and efficient operations, it contributed $1.1 billion in total global market revenue by 2021. In McDonald's history, its development strategy has not always been smooth. Specifically, it closed its operations in Iceland in 2009 (Reinach, 2015). In a turbulent environment, the financial crisis in 2008 led to a rise in marginal costs and a corresponding decline in profits, which also hindered McDonald's market plans to continue to expand in the global market. In addition, the further expansion of McDonald's market has been severely affected by the policy of banning the McDonald's brand in some countries, such as Bermuda, Yemen, and North Korea.

[bookmark: _Toc129549678][bookmark: _Toc130231467]2.3.4 Diversification
Diversification refers to the development of new products into its new markets. McDonald's tried and failed to open a Golden Arches hotel in 2001 (Kotler, 2020). Nevertheless, to avoid the instability brought by McDonald's in the international market, it should also focus on diversification to diversify risks and find new growth points. Therefore, when it comes to the topic of sustainable development, the diversification strategy should be the key consideration of McDonald's Group, despite its previous failures.
[bookmark: _Toc130231468][bookmark: _Toc129549679]2.4 Porter’s Five Forces Model
[image: 图表, 图示, 气泡图

描述已自动生成]
Figure 6: McDonald's Porter's five Forces model (Michel, 2022)
According to Porter's five forces analysis of McDonald's, McDonald’s is in a competitive industry where competition is stimulating, McDonald's has strong bargaining power, its suppliers have weak bargaining power, McDonald's has high substitutability, and McDonald's is moderately threatened by new entrants (Joan, 2021). These findings suggest that McDonald's should prioritize strategic issues related to competition, consumers, and substitutes because they all have a significant impact on its external environment. Despite the low bargaining power of suppliers and the low threat from new entrants, McDonald's can improve its core competencies by referring to its strengths based on the previous SWOT analysis. To better satisfy its customers, based on Porter's five forces analysis, McDonald's can implement higher quality standards to address the forces of competition and substitution.
[bookmark: _Toc129549680][bookmark: _Toc130231469]3.0 RECOMMENDATIONS
With the promotion of sustainable development and health concept in the world, as a famous large chain fast food brand, McDonald's original operation from food to packaging should be upgraded in an all-round way. In addition to launching healthy products, they should also be keen to show support for the environment (Johnson, 2011). McDonald's should not only pay attention to the guests' dining convenience, but also consider the health of the food and the combination of nutrition. For example, adding more healthy food options by introducing organic juices and healthy salads. More importantly, McDonald's should ensure that all its products are packaged in environmentally friendly and certified materials. It should also use its brand awareness to popularize the concept of health so as to positively influence more people.
The turbulent political and economic environment will undoubtedly make McDonald's international market development relatively difficult. Covid-19 is a good example, which has led to a serious threat to McDonald's offline business. In addition, the pace of people's lives is accelerating, so the catering industry should focus on offline (Lopez, 2019). Instead, they should also enter the development era of e-commerce making full use of technology. The combination of online and offline operation mode can bring more market opportunities for McDonald's while avoiding risks (Marangoni, 2016). McDonald's can take advantage of the huge customer base of the Internet and the big data to better find target customers and drainage. The traditional promotion mode is relatively low in influence and efficiency, while online operation can help enterprises gain more cash flow and disperse the risks caused by external turmoil.
McDonald's should strengthen the construction of internal control system. In the long run, McDonald's should conduct strict supervision from the aspects of operating procedures and management rules (Bradley, 2015). Specifically, McDonald's should strengthen internal audit control to reasonably avoid and prevent the occurrence of financial risks. In addition, McDonald's to ensure that financial decisions are correct. It is difficult to deal with unknown changes based on experience alone, so that managers should make more use of big data and less of empiricism.
[bookmark: _Toc130231470]4.0 CONCLUSIONS
This essay has utilized four models, PESTEL, SWOT, Ansoff model and Porter's Five Forces model to help McDonald's analyze the external market and sort out its internal strengths and weaknesses so as to make McDonald's understand its current business situation more clearly and develop a more appropriate strategy to resist external uncertainties.
In conclusion, McDonald's, as one of the world's most famous fast-food brands, has strong brand advantages and a large customer base. With the changing consumption concept of the consumer group, McDonald's should transform to green food instead of focusing on the existing high-calorie products. In addition, as McDonald's business scope involves the global market, how to diversify the risk and do a good job of relevant management to avoid the risk brought by political and legal factors is also a key issue that McDonald's should consider.
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