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[bookmark: _Toc130431090]Task A: Description of the business and its products
[bookmark: _Toc130431091]Business: Mc Donald (Fast food)
McDonald's is a multinational corporation that works with fast food supply and was scratched by Richard and Maurice in San Bernardino of, California, founded in 1940 in the United States. Now, its operations run in about 100 countries where 200000 people work. The products include McDonald's Burgers, breakfast, coffee, chicken, soft drinks, Etc. The company is very popular with those customers who like fries and shakes. They follow the standardised system, which brings success in the goal accomplishment of the business (Gaille, 2015). Though McDonald started its journey in the United States, now its service is consumed by more countries with different shapes and people. In the United Kingdom, McDonald’s restaurant business is operated under franchising, where the owner can independently operate the business. Mc Donald has created a successful reputation for its legality, good quality, and customisation. The company offers customers exclusive and luxurious restaurant products and services where they feel a normal lifestyle, which satisfies them (Aigner-Walder, 2015). 
[bookmark: _Toc130431092]Product: Big mac
I have chosen Hamburgers or Big Mac for this report, and this product is a very famous Mc Donald fast food item that only for this product most people know about them. Big mac was introduced in 1967 in Pittsburgh as the fast food restaurant in the USA. There are the products which got more acceptance from fast food customers. The big mac is prepared in three parts, where two sizzles are used with pure beef and cheese, lettuce, pickles, and onion. The reason for choosing this product is the acceptance, popularity, and even low offerings. This product is made by McDonald where its offering is very reasonable, and the customer is profoundly happy with the products. Customers consistently give positive feedback for this product, which is a trademark product (Ong, 2010). 
[image: Big Mac®: Calories and Nutrition | McDonald's]
[bookmark: _Toc130431133]Figure 1: McDonald's Big Mac
Source: (McDonald's, 2019)
[bookmark: _Toc130431093]Task 2: Identify Demand and Market Equilibrium
[bookmark: _Toc130431094]Price of substitutes
The substitute for the big mac is burger king. Burger king's whooper burger is also famous among customers. In 2018, the McDonald's Big Mac sales revenue was low than the king burger, which indicated that at that time price of the Big Mac was high, so people intended to eat the King burgers whopper burger. In the first three quarters of 2018, King Burger showed high sales growth, showing their prices were less than Big Mac. However, in 2019, Big Mac achieved high sales growth because of low offerings than the King burger. At that time, Burger king's price was high, so people chose the Big Mac instead of King Burger. Price substitute is such s weapon, which can switch people from one brand to another, compels people to substitute their products and services that affecting demand (Andreyeva et al., 2010). In the UK, there is more competition as most restaurants provide quality, such as Big Mac and King Burger, both have huge customers, and demand involves an up-down cycle for pricing strategy. Such as, because of low or reasonable pricing in 2019 of Big Mac products, demand was high, which increased their net sales growth quickly (Gilady, 2018).
[image: Marketers praise Burger King but McDonald's is more deserving]
[bookmark: _Toc130431134]Figure 2:Sales growth of Mc Donald and Burger King
Source: (Gaille, 2015).
[bookmark: _Toc130431095]Price of complements
The complements of the big mac are the fries and cold or other beverages. Complementary products refer to two goods that can be used simultaneously to make the customer happy quickly. Here market price and market quantity are measured. Moreover, the price and quantity equate at a certain point to measure the demand and price. P indicates the market price, and Q indicates the market quantity. There has a strong relationship between the price and quantity of complementary goods. This demand depends on consumer needs, choices, want, and preferences. Commentary products curve shows that when the demand is increased for one product, automatically complementary goods demand increases. Such customers can eat Big Macs within their preferences; they also want to fulfil the need for fries and cold beverages. That indicates complementary goods demand also increased because of Big Mac demand. Even when the Big Mac price increases or decreases, the complementary of Big Mac also increases or decreases (Ellickson, 2015). 

[image: Difference Between Substitute Goods and Complementary Goods (with  Comparison Chart) - Key Differences]
[bookmark: _Toc130431135]Figure 3:The curve of complementary goods
Source: (Morris, 2022).
[bookmark: _Toc130431096]Consumer income
The economic measure depends on the people’s ability to earn in exchange for mental and physical efforts. When the customer income increase, the big mac is a normal good. People with less than average income see restaurant products and services as everyday goods. People with more than average income are regarded as inferior goods to fast food restaurants. However, all types of people who belong to society consider restaurant food standards. Demand and income have a strong correlation; when people’s income increases, the demand for products and services also increases.
Moreover, when people earn a low income, the demand automatically decreases. For inferior goods, the income seems negatively correlated with the consumer. An increase in income may occur a decline in demand. Conversely, demand can increase at the time of decreasing income (Baker, 2003). 
[bookmark: _Toc130431097]Customer tastes and preferences
In the modern world, people's minds are switching in just a moment as there is more technological development and innovation. Customer tastes and preferences are changing at this pace. They are becoming more health concern as more businesses use illegal and bad-quality materials to make products and services. Customers prefer those products that are free from cholesterol and fat. They chose hygiene products for their consumption. Some people think that restaurant fast food involves fat, more cholesterol, and more problems in health. For this, the restaurant business carefully tries to meet customer-changing demand by providing quality products and services. Maximum customers think about health with a deep mentality when purchasing products from fast food restaurants (Corporation, 2020). The people with more income want to spend more if they get high-quality products, and their main concern is health and quality foods, not money. In the modern market, some businesses use harmful chemicals to make junk food or others. Most of the time, young people are not involved in health concerns; they want tasty food and speedy services, which is more important in purchasing fast food products. Tastes and preferences significantly affect the demand as their demand explains how much they prefer fast food items, including Big Mac. The purchasing category depends on the tastes and preferences of individual customers. As a popular and health-conscious business, McDonald's always provides its customers with quality products and services, making them satisfied and increasing demand (Heien and Pompelli, 1989). 
[bookmark: _Toc130431098]Customer expectation on price
Price setting is a powerful weapon for every business where fast-food restaurant like Mc Donald Big Mac always set such a price, which attract large customers. Inflation or other economic changes may affect the customer's expectation to set reasonable or low product prices. Inflation affects the people-purchasing pattern where they want the business to set fixed prices for the products they can afford. Most customers expect that the price of the Big Mac should decline because this low offering helps them to purchase more (Jha et al., 2020). The D1 shift D2 towards the right when there is less supply and customers think the future price will rise, increasing demand. On the other hand, when there is more supply of goods, a price decline occurs where the shifting demand curve is left from D1 to D2.  
[image: Demand Curve - Definition, Shift, Elasticity, Examples]
[bookmark: _Toc130431136]Figure 4:Price effect on the demand curve
Source: (Wayland and Cole, 2010).
[bookmark: _Toc130431099]Demographics
The demographic information explains that in the whole world, more than 900 million Big Mac products are sold every year. The demographic data show that about 2.4 million McDonald's Big Macs are sold yearly in a single day. In the United Kingdom, there is a massive customer of McDonald, and the target customer of Big Mac is 1.5 million. It is estimated that every single day, every Big Mac is purchased by more than 1.5 million people in the United Kingdom. Big Mac is sold significantly in some UK regions and sometimes reaches other countries. Moreover, this number is increasing day by day. This popularity encourages many owners to participate in this restaurant business, positively affecting the whole country’s image (Morris, 2022). 
[bookmark: _Toc130431100]Task 3: Big Mac’s Demand elastic or inelastic
[bookmark: _Toc130431101]Substitution effects
The elastic demand explains that the products match the price and quality, considering the customer's needs and expectations. When the price of the products starts to increase, the customer compels to choose another product as a substitute option (N Gregory Mankiw, 2016). This means there needs to be more flexibility in customer demand and price. Customers replace the products due to price instability, and when this replacement cannot quickly occur is no elastic demand, it may occur for product unavailability or market shortage. People face complexity when the demand is not elastic because they suffer from cost or price requirements. Luxury goods are desirable to everyone but not necessary for daily living (Ellickson, 2015). When any product availability is more important to people's lives, but they cannot easily consume it, it is inelastic. Inelastic demand also occurs when fewer alternatives are in the market for the product's substitute. For luxury products, sometimes there is a need for elastic prices, which can attract considerable customers in the UK. The company creates syndicates and increases the price, which makes the market very complex and creates pressure for competitors and customers. However, the elastics market, where people can choose alternatives, makes the market more flexible, where the business gets the opportunity of newness (Heien and Pompelli, 1989). 
Elasticity also occurs in the supply part, where the business can respond to the finished products efficiently to adapt to the market demand. Supply elasticity is affected by critical materials, competitors' processes, technology, Etc. This indicates that when there is an available resource to adjust the price in the market, it becomes elastic. If the resources are costly and unavailable at an urgent time, the business must handle the market price (Zhang and Wang, 2018).
According to the above analysis, the Big Mac is a luxury good, not a necessity. The Big Mac products price is increasing consequently, which affects demand very critically. If the demand is elastic, the customer will go for another product when the company reduces the price. However, in the part of inelastic demand, customer faces difficulty, and some purchase the product at a high price, which gives the business power to raise the price day. This condition continues if the demand reaches the elastic point. However, the Big Mac set prices considering elastic and inelastic situations, which helped the business to capture the market's ambiguous situation, and as a result, demand increased again. After all, Big Mac demand is elastic (Jha et al., 2020).
[bookmark: _Toc130431102]Income effects
Naturally, it is assumed that people will consume more when they earn more. The consumption depends on the person's income. In the service industry, demand elasticity decreases when people's income increases. Poor people face difficulties when prices fluctuate, but rich people feel the same when the price range increases. High income is directly related to demand. The Big Mac in the United Kingdom saw a decrease in demand as people's income decreased after the pandemic. The price also affects the demand elasticity, where the Big Mac always tries to offer the target customer reasonable offerings. Even the other business competitors of McDonald's fast-food restaurants also focus on competitive pricing strategy following the market conditions (Morris, 2022). 
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[bookmark: _Toc130431137]Figure 5:Income effect
Source: (Ong, 2010).
The consumption bundle in this curve stays in different income levels, and the income level shows the actual consumption. Money spent on goods depends on the person's available income, which may be high or low the demand. Customer income, tastes, and preferences affect and play a significant role in utilising the product's need and demand, which turns the curve into an upward shift. When the customer can easily use a specific portion to meet their need and want, the demand is elastic. For economic, environmental, or social reasons, the price may vary in different seasons, including quarters, years, and even weak. Sometimes, this situation stays for a long-term period. By which demand may elastic and customers see various alternatives to meet their daily necessities or things. The fast food market sometimes becomes inelastic, but this is only for a short-term period and occurs in less than one year or six months (Gilady, 2018). The reason behind this is that customers, in this short period, may not consume expected products with their particular income. They sometimes compel them to purchase the products and services at high prices as they cannot change anything. However, this situation stops as many entrepreneurs enter the market with new ideas, technology, innovation, and low offerings. So, it is clear from this discussion that demand becomes elastic over a long period or long years. The Mac Donald Big Mac demand is elastic as they take long-term goals and objectives by adjusting market conditions and requirements. Moreover, customers sometimes move to another restaurant when the price increases, but when the price becomes lower, they again start to purchase Big Mac products and services (Gaille, 2015). 
[bookmark: _Toc130431103]Recommended pricing policy
For intense competition in the business world, mainly in fast food restaurant, the business focuses on setting such as pricing strategy, which can attract their existing and potential customer and helps to reach the ultimate goal. The company needs to collect customer data such as feedback, and a suggestion system may start. They must involve the employees as they are directly involved with the customer information. Even the company should survey to know the customer, tastes, choices, preferences, and demand that helps them to set the expected price which makes the customer happy. The Mac Donald's should make price measuring the customer expenditure and income. The company can use the cost-plus pricing strategy as it involves calculating fixed and variable costs by which the company gets the proper direction of short and long-term costs. The company should emphasise a cost-cutting strategy focusing on reducing costs efficiently and effectively (Shapiro, 1987). 
The company also hires skilled managers who can adjust the market demand with the company’s current policy. The manager must formulate a plan to design the market's current scenario by picking the experimental conditions. Also, benchmarking should be used by the managers that collect competitors' information and helps to set competitive pricing by sustaining the company’s share in the market (Wayland and Cole, 2010). The discounting pricing strategy needs to be used by the Big Mac as it can retain the existing customer and attract potential. The premium pricing strategy is also favoured when the customer pays more for quality products. Mc Donald must also set a target market by analysing the financial and previous data. Even the company may protect its image through an inflation-based pricing strategy that can fix the flexible or value-adding pricing in times of inflation and make them happy and long-term customers (Rauch and Schleicher, 2015). 
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