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DESCRIPTION OF BUSINESS

	Two brothers, Richard and Maurice laid the foundation of McDonald’s in 1940 in California and now in the current era it is known as the best fast-food restaurant in the industry of fast food.  Currently, there are approximately 32,000 restaurants in 119 different countries offering services to 60 million customers every day and generating a profit ratio of almost 15 billion per year. McDonald’s long-term financial plan is to create a feasible franchise that is expected to make cost-effective revenues and short-term financial goals choose to commence a business by the appropriate flow of earnings and adequate consumer base; moreover, the business is applying energetic management and strategies of development to plunge into overseas industry and to execute honour in the market of oversees fast food (Magnani, 2022). The restaurant is known for raising label and emotional connections between loyal customers and the proficiency they are offering, and the restaurant is increasing its brand image by setting up its Corporate Social Responsibility (CSR) strategy. The main mission of the restaurant is to build tasty food for its customers at a very reasonable price and accessible to everyone, and the vision is to proceed with speed to impulse effective growth rate and become the best restaurant in the world for giving the best services to customers every day (Barman et al., 2021). According to Phillips (2019), the best things about McDonald’s are the easy way to get fresh fries, their special sauce, breakfast available all day, and whenever asking for a bill, will receive the best service. The reason for choosing McDonald’s is its high brand awareness worldwide, strong brand image, training provided to its employees for 9 months, continuous business support, and good marketing strategy.  
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DEMAND AND MARKET EQUILIBRIUM

	The demand for products of McDonald’s is elastic as fluctuations in price are created by the firm’s administrative impacts and decisions such as subsidy policies and taxes that can lead the way to variations in demand in the short run. The curve of demand can shift from the right or left (increase or decrease), for instance
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Supply and demand curves have quantity on the horizontal axis and price on the vertical axis, and the curves of demand and supply for McDonald’s emerge on the same graph and cooperatively supply and demand to analyse the quantity and price sold.
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	Burger king is the straightest contender for McDonald’s, with a profit of approximately 20$ billion in 2020 worldwide. Substitute firms' availability guarantees a ruthless environment; this is very important because it assists in retaining prices low and maintaining standards high (Boyce, 2021). In easy words, when the price for particular good rises, there is an increase in demand for substitute goods; therefore, when McDonald’s rise the cost of its burger from 10$ to 17$, consumers will switch to Burger King and will receive a burger for 10$, so it means that when McDonald’s increase its cost the demand for Burger King will automatically rise. Price is not the single element when talking about substitute products.
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Alternate goods might accomplish customer needs and wants when variable shifts, and there are many factors like quality, geography, and price. According to Boyce (2021), if one among them adjusts, it is important to use substitute goods, and the reason for adapting substitutes are consumers’ tastes, geography, income, quality, price, and quantity. 
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	 Complements products have negative cross elasticity of demand, which means any fluctuation in the cost of complement products will directly affect the change in demand for the particular good. The drinks sold at McDonald’s have many alternates in the shape of other beverages symbol offered by many other restaurants, and the price of Pepsi at McDonald’s will be the same as at Burger King. McDonald’s offers many brands within specific beverages area like soda, tea, and coffee, and this involves its branded drinks and foods in which customers can rapidly discover substitutes in its competitors’ stores, while for other foods and burgers, there is a little change in the components used to prepare them (Baker et al., 2020). Therefore, McDonald’s does not have any compliments, and the exclusion is whenever customers purchase a meal from McDonald’s and eat a meal with beverages purchased from other restaurants. Additionally, in many situations, food items or drinks are complementary products that McDonald’s does not recommend. Moreover, many customers do not depend on complementary products; they will prefer McDonald’s hamburger or its close substitute.
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	 According to Croal (2022) normal disposable income of a household in the UK was £31,400 at the end of the financial year 2021, which changed the first year of the (COVID-19) epidemic, which was a yearly rise of 2%, formed on approximate from the Office for National Statistics (ONS). Disposable income demonstrates a little decrease of 0.6%, an outcome of an ordinary drop-down at the base of the income distribution, comparative balance over the middle, and a little drop at the peak of the distribution. The normal growth income of people that lives in retired houses was 7.0%. This occurred after a decrease of 3.7% the last year, and from Financial Year Ending 2019 to 2021, retired households experienced low-income growth compared to non-retired houses (Croal, 2022). Income is the main factor when calculating the change in demand for any good that is luxury or necessity; if consumer income rises, they will manage to spend more money. Therefore, according to Ashenfelter and Jurajda (2022), an increase in income tends to increase demand for McDonald's because income increases customers' buying power. Further, if there is a decrease in income, so automatically demand is increased for McDonald's will also reduce.  
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	The behaviour of consumers is always evolving and changing; the switch in taste and preferences can be seen continuously and has remarkably changed the business world. Due to the pandemic, online shopping is a great shift and has big changes in consumers’ shopping habits (Wertz, 2022). For the taste of the meal, this aspect mostly focuses on customer preferences, and in the fast-food industry, the marketing technique is very homogeneous along with the services or products they serve customers (Machado, 2020). A small transformation in consumer preferences can emerge in a maximum change in the quantity demanded products of McDonald’s; for instance, if the client planned to bring change in their diet plan by becoming weight conscious, therefore, they do not demand food from McDonald any-longer, and they will avoid fast food so in this way demand for McDonald’s decreases.
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	 The price of the products of McDonald’s relies on its strategic location in the fast-food industry; simultaneously, prices are very sensitive to any variation from the point of market equilibrium (Xie, 2021). If McDonald’s increases the cost of its burger compared to other fast-food restaurants in the UK, then customers purchase burgers from other brands and avoid McDonald’s. According to Mondal and Giri (2022), the demand for McDonald’s products is elastic as price adjustments created by the agreement or financial effects, which include subsidy policies and taxes from the government, are the reasons for to shift in demand in the short-term period. The elastic demand for its products is at high risk in the market, and the quality of food offered by McDonald’s is a cause of consideration for many investors (Barrett et al., 2020). The demand for its foods and drinks has been stabilising for previous years; however, the business still records marginal growth as the complete demand and need for fast foods.  
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	 According to Consumer News and Business Channel (CNBC), McDonald’s UK mentions high inflation and rotation in high cost, as the company explains the increasing prices on every product. The price provided by McDonald’s is always engaging to the customers, which has allowed consumers to be capable of purchasing their products since high purchasing power continues for quite a long time. Moreover, they also introduce healthy products for their loyal customers, which include organic milk and vegetarian burgers, and also customers have better choices to select the tastiest and most delicious items from their menu (Kuuluvainen et al., 2022). The main reason for the increase in their demand is product diversification, which has gradually raised the demand for hamburgers. Further, Kuuluvainen et al. (2022) stated that price fluctuation and product diversification lead the way to an adjustment in the equilibrium price. When the market value decreases, the demand for hamburgers increases, producing a rise in demand for the particular product with a net profit in the equilibrium price. Similarly, when prices are high, the demand falls, and the effect is a drop in the equilibrium price.
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	 The substitution effect connects to the switch in demand for a product as an outcome of a change in the respective cost of the product related to that of other substitute products. In simple words, according to Waterlander et al. (2019), the substitution effect demonstrates the change in the quantity of a product purchased to the change in the price of connected goods. The effect of substitution is almost connected to the income that enables businesses to raise their prices without dropping demand. For instance, McDonald’s products price rises by 10%, and under the substitution effect, customers will prefer Burger King, presuming its prices continue the same. If the economy income grows, McDonald’s range could seize some extra income through high prices. According to Boyce (2020), if consumers’ disposable income increases, they can set a higher value on their favored products. Therefore, McDonald’s can high its cost by 10% if customers choose it over Burger King; rather, they might still purchase products from there.
	 The substitution effect does not appear every time, especially for normal products and these products are minor to their substitutes, then a price rise can mean that these products are still more economical than their substitutes. Boyce (2020) stated that unusually customers will have no choice but to purchase normal products because they are still inexpensive compared to their substitutes, and these inferior products proceed opposite to the mechanisms of demand and the normal supply (Boyce, 2020). The example given by Boyce (2020) is that Kim likes to eat a burger from McDonald’s daily, and Kim earns 110$ daily, the burger costs 5$, and the burger price at Burger King is 6$. However, McDonald’s increased the cost of burgers to 10$, although his earnings per day remained the same, so James started purchasing burgers from Burger King at the cost of 6$; this led to a decrease in demand for McDonald’s.
	 McDonald’s has encountered many opponents because of the entrance of new restaurants in the fast-food sector, and as a result, the demand for its products has reduced (Rose et al., 2022). Negative performances because of economic change led to a drop in demand. However, McDonald’s is still maintaining marginal growth in demand because of its expansion in different countries. According to Dadich et al. (2018), health care has built a negative impact on the business, impelling customers to shift to its competitors; by analysing this issue, McDonald’s is seeing to bring some change in the menu and start awareness advertisements that will notify people about their healthy foods. McDonald’s can maximise its profit ratio by using different techniques; for instance, it only provides its products to 1% of the total population of the world, and hence it can maximise its revenue by choosing more markets to grow the number of sales and further, the business should also review corporate social responsibility advantages to create loyalty and trust of the customer (Kalogiannidis, 2021). The firm’s agenda should be to attain a highly sustainable competitive edge. There are many methods by which McDonald’s continues its competitive advantage, such as attaining public links, extensive advertising, fulfilling consumer demands by serving healthy foods, and capital investment. According to Sjödin et al. (2020), the restaurant should research customers’ needs and develop the best techniques to create good customer relationships, which will help build loyalty and trust. Another way of increasing its profit is through research and innovations to ease the delivery of different services. Automation will enable the business to increase restaurant occurrence beyond its help by combining them with consumers’ social lifestyles.
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	 Pricing policy is an important condition of McDonald’s marketing strategy and mix, and it operates on two pricing strategies: low-cost pricing and bundling pricing. According to Dwivedi (2021), the main idea is to “think globally and act locally”.
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 In this strategy, a restaurant provides low prices to encourage demand and seize additional market share. This technique is especially appropriate when the product does not have economies of scale, and competitive advantage can help the organisation increase revenue (Fainshmidt et al., 2019). Moreover, McDonald’s recognises this pricing strategy very well and has retained the pricing of products very low to sell in large quantities. Further, economies of scale also affect the minor cost of buying for McDonald’s, and the outcome of purchasing in large quantities is a steep reduction from suppliers. According to Eisyami et al. (2022), the operating margin of McDonald’s is 37%, the average profit margin for Quick Service Restaurant (QSR) is about 6 to 9%, and a low-cost pricing strategy has worked extremely strong for McDonald’s.
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Bundle pricing strategy

	 When two products are merged and are sold as one total bundle for a low price, then the single price connected is called the bundle pricing strategy. Dwivedi (2021) stated that the configuration of products is more science than art, and McDonald is determined this many years ago. It assembles a bundle of different items on the menu to allow its customers to purchase additional and the price of the bundle remains very low as compared to individual prices because people manage to purchase bundles rather than a single item (Dwivedi, 2021). By applying this pricing strategy, McDonald’s accomplished high revenue and high-profit ratio.
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