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[bookmark: _Toc113107390]Introduction
It is one of the  most American brands in the world. McDonald's is arguably the most successful restaurant in the world with more than 30,000 locations in more than 100 countries. The original McDonald's specialized in hamburgers, fries, and milkshakes, which it sold for half the price and  time of its competitors. (Reed, 2020) 

Given that McDonald's sells more than $10 million in Happy Meals every day, it's safe to say that the iconic McDonald's logo influenced the majority of our childhoods. Aside from Happy Meals, over 65 million people visit McDonald's every day, and over 100 million burgers are served. McDonald's has grown from a small restaurant with $366.12 in sales on its first day to a global corporation with annual sales of more than $20 billion.  (Lin, 2022)

McDonald's has over 36,000 locations worldwide, but only about 5% are company-owned. The rest are franchised, which means they are run by McDonald's employees.

McDonald's has nearly a century of experience in the fast-food industry. Burgers, chicken, chicken sandwiches, French fries, soft drinks, breakfast items, and desserts are the main items sold. Salads and vegetarian options, as well as wraps and other regional fare, are available at McDonald's in the majority of markets. The McRib sandwich is available seasonally. (McDonald's, 2022)

McDonald's current success is largely due to its franchising model, consistency, and innovation. Its franchising model enabled it to achieve rapid growth. I chose McDonald's because it is the most well-known fast-food chain. In addition, I chose it because of how well it has consistently distinguished itself from its competitors (a good example would be how the founder brothers would take their service process one step up from everyone else, by preparing their products in advance and keeping them warm under high-intensity lamps).

The golden arches rising from a piercing red background have become synonymous with McDonald's, as has the company's decades-long influence on food trends. It has a huge variety of products, but its flavour has remained consistent for centuries. Because of its burgers and Happy Meals, which appeal to young customers, the company has become a household name. Furthermore, what makes McDonald's such an industry staple is its emphasis on customer satisfaction, as you will never encounter a McDonald's employee who is not well-formed or who is behaving inappropriately.

[bookmark: _Toc113107391]Demand and Market Equilibrium
The demand for McDonald's products is elastic. Short-term fluctuations in demand can be caused by price changes caused by company decisions or regulatory influences such as tax and subsidy policies. Customers are not required to invest in the brand for an extended period of time in order to derive value.

[bookmark: _Toc113107392]Price of substitutes
A substitute product performs the same function as another market product. When a consumer has a surplus of one commodity, he or she can reduce demand for the other. With the convenience food industry expanding, the threat of substitutes in the fast-food industry, including McDonald's, is greater than ever. More convenience stores are becoming fast-food restaurants.

Fuel, wages, and ingredients will be more expensive for businesses as prices rise at the fastest rate in 40 years. McDonald's UK and Ireland chief executive Alistair Macrow stated in an email to customers that the company was facing "tough choices" regarding pricing. "We understand that any price increase is bad news," he said, adding that "we have delayed and minimised these changes for as long as we possibly could." Some restaurant prices will remain variable because some are run by franchisees who can set their own prices based on McDonald's recommendations. (Morton, 2022)

Subway, Dominos, Pizza Hut, and KFC, among other brands that provide a comparable experience, are displacing McDonald's. Since the introduction of online food delivery services, local restaurants have become more accessible, increasing the market availability of substitutes. Ready-to-cook meals and tiffin delivery options that are direct substitutes for McDonald's have significantly increased. As people strive for a healthier lifestyle, they place a greater emphasis on home-cooked meals. Furthermore, since the introduction of covid, some people have become wary of eating outside. Because there are so many substitutes on the market, the consumer can change his food options at any time. This increases the threat of substitutes in the McDonald's market. (Downie, et al., 2021)

McDonald's does not alter its pricing or products in response to the emergence of new fast-food chains. Their food is still iconic, and they are hesitant to change because why fix what isn't broken? However, nowadays, the possibility of a 99p McDonald's cheeseburger is no longer available as the fast-food giant raises the prices of several menu items in response to the rising cost of living. The company is raising the price of its signature cheeseburger for the first time in over 14 years. (Osborne, 2022)

Many other fast-food restaurants have raised their prices for the reasons stated above, and McDonald's has raised or maintained its prices in a few regions in response to the economic environment. Because McDonald's isn't a necessary requirement (nourishment), a change in burger price has a significant impact on buyer demand. That is, if the price of a burger rises, customers will immediately respond by purchasing fewer burgers, and vice versa. When the request is elastic, the amount requested exceeds the rate change in cost.

[bookmark: _Toc113107393]Price of complements
A complementary good is one that enhances the value of another product or service. In other words, they are two goods that the consumer uses together. Complementary goods have a negative relationship, which means that as the price of product X rises, so does the demand for product Y. Fewer people buy product X because of the higher price. As a result, fewer people buy product Y, which increases the value of product X.  (Boyce, 2021)

Complementary items must be used in a way that makes utilising one a need for using the other. A popular meal in our community is a McDonald's cheeseburger, fries, and a Coke. These two go together like a hamburger from McDonald's. Demand will decrease if the price of coke or fries goes up because many consumers prefer to eat their McDonald's hamburgers with coke and chips.
Because the majority of customers at McDonald's order their burgers with fries and Coca-Cola, the cost of the beverage decreases while burger prices and demand increase. Consumer preference is the last factor identified in the McDonald's demand curve. There is a McDonald's in practically every nation on the earth.

As a result, it has been demonstrated that McDonald's provides some unique products to cater to the tastes of the locals. Because Hindus in India do not eat beef, there are many other options, such as McCurry Pan, Chicken Maharaja Mac, and McVeggie. Muslims, on the other hand, do not eat pork, so McDonald's offers alternatives such as grilled chicken sandwiches in Arabic-speaking countries. In Singapore, McDonald's serves mango and durian milkshakes, which are popular among Singaporeans. Beer is also sold in Europe, including France and Germany. Despite having a diverse menu, McDonald's menus always include burgers, soda, and fries. This is because it is still the main meal in most McDonald's restaurants worldwide.

[bookmark: _Toc113107394]Consumer Income
After-tax consumer income is the amount that can be deducted. It can also be defined as an increase in wealth, most notably because of work or investment. An individual's personal income is the amount of money received. After-tax income is the net income after all applicable taxes have been deducted. (Smith & Grimsley, 2022)

The burger business benefited from continuous online demand, new product releases, and higher prices to report comparable sales and earnings above market estimates on Tuesday despite rising costs. (Paramasivam & Russ, 2022) In the second quarter, the chain's global same-store sales rose by almost 10%, beating forecasts of a 6.5% gain. However, the Chicago-based business stated during an investor conference call that it is thinking about adding more menu items at a discount because rising inflation, particularly in Europe, is forcing some lower-income consumers to "trade-down" to less expensive items and buy fewer large combination meals. 

The average customer count each order has gone down. As eateries reopened, he added, drive-thru sales reached pre-pandemic levels. McDonald's anticipates a 12% to 14% increase in food and paper prices this year. The margins at company-owned restaurants have been impacted by "significant commodity and salary inflation, as well as growing energy costs," according to Ozan. "We estimate that margin challenges will persist throughout the rest of the year due to inflationary pressures." (Paramasivam & Russ, 2022)

[bookmark: _Toc113107395]Consumer Tastes and Preferences
McDonald's needs to quit attempting to satisfy everyone. They don't go up against fast-casual eateries. McDonald's will always be renowned for its affordable, respectable-tasting hamburgers that are ready minutes after customers walk in, not for its artisan loaves of bread or exotic meat patties packed with imported cheese. 

If McDonald's engages in unfair competition, Wendy's and Burger King will continue to rule the fast-food industry.

McDonald's can lower its prices by simplifying the menu and implementing self-service ordering due to labour shortages and ingredient cross-utilization. Smaller, simpler menus not only result in lower staffing costs, but they also eliminate the need for franchisees to purchase expensive specialised equipment or stockpile as much inventory in order to sell a diverse range of menu items. (Page, 2020)

[bookmark: _Toc113107396]Consumers’ expectations of prices
McDonald's announced sales that were greater than anticipated, showing that despite rising prices, consumers are still eating out.

According to the company's second-quarter report released on Tuesday, same-store sales increased 9.7% year on year. According to Bloomberg data, analysts predicted a 7.5% increase. In the United States, sales at stores open at least a year increased by 3.7%, exceeding expectations. "When you get into a more difficult economic environment, McDonald's usually performs well," said Edward Jones analyst Brian Yarbrough. "However," he added, "you have to wonder how much longer they can keep raising prices." (Patton, 2022)

[bookmark: _Toc113107397]Demographics
Males and females between the ages of 8 and 45 make up McDonald's target market. The majority of both genets—who are equally targeted—dwell in both urban and rural locations. In comparison to rural areas, urban areas are more likely to see the testing of new products and menu items. 

The pay of McDonald's patrons ranges from low to middle class. Less than $48,000 to more than $65,000 in annual wages. Contrarily, the business draws clients from all walks of life, including those who pay greater taxes. The lower and middle classes are more inclined to frequent McDonald's due to the affordable menu, and they are also more likely to use paper coupons and mobile coupons. Furthermore, McDonald's continually offers fresh deals and specials to draw in customers with lesser incomes.

Men are more likely than women to dine at McDonald's, with 56.3% of men and 43.7% of women dining there. Men are more likely than women to dine at McDonald's globally, according to a German report. Both men and women enjoy McDonald's food, whether it be hamburgers and fries or McCafé drinks and salads. (Thomas, 2020)

[bookmark: _Toc113107398]Substitution effects. Luxury vs Necessity

The majority of McDonald's patrons think the food is expensive. Most people visit McDonald's for a quick lunch or a cup of coffee, but many parents take their kids there for special occasions. Because of the notion it offers, McDonald's has evolved into a luxury throughout time. It is fast food, but it's fast food that makes families happy through its Happy Meals and the toys that come with them. 

High-income demand elasticity is a claim made for luxury products. In other words, when people get richer, they'll start purchasing more and more luxuries. Consumer spending on luxury products is usually influenced by the state of the economy because they are very sensitive to ups and downs in the economy.
Inflation has resulted in major price rises for McDonald's meals. However, we are aware that salaries must be updated for inflation. The majority of firms anticipate payroll to increase by 4% or more with inflation at 8.5%. When people have higher salaries, they have more money to spend. A person's ability to make purchases increases in lockstep with their income. You can purchase more goods and services with every additional dollar you earn. People must therefore regularly receive raises as a result. On the other hand, when inflation is as high as it is right now, wage increases might be undermined by it.  (Marzullo, 2022)

McDonald's dinners continue to represent the same portion of customers' earnings even after inflation. It's important to note that McDonald's has consistently offered exceptional value for the money and received few to no food complaints. Despite the fact that McDonald's cuisine is supposed to be inexpensive, customers will nevertheless be willing to spend an extra pound to make their kids happy or to sate a craving.
[bookmark: _Toc113107399]Pricing Strategy
Pricing is an important part of McDonald's marketing strategy and mix. McDonald's pricing strategy combines two pricing strategies: low-cost pricing and bundling pricing. The fundamental concept is to "think globally and act locally." (Dwivedi, 2022)

Psychological pricing and price bundling are two components of McDonald's pricing strategy. Price bundling enables the company to offer food and other product packages at a lower cost. McDonald's uses pricing that appears to be far more reasonable, such $.99, rather than rounding up to the nearest dollar.

A business provides a product at a low cost to increase demand and capture market share. This tactic is particularly helpful when the product lacks a distinct competitive edge and economies of scale can boost an organization's profitability. Knowing this pricing approach, McDonald's has maintained low prices to encourage volume sales. Because of economies of scale and supplier discounts from buying in bulk, McDonald's purchase expenses are also decreased. (Dwivedi, 2022)

In actuality, McDonald's operating margin is 37%, compared to a quick service restaurant's typical profit margin of 6-9%. In conclusion, McDonald's aggressive pricing policy has been a huge success.

Another way McDonald's has achieved cost leadership is through lower labour costs. McDonald's prefers to hire low-wage workers who can be trained over skilled chefs who command higher wages. It has also implemented self-service kiosks to reduce labour costs. (Dwivedi, 2022)

[bookmark: _Toc113107400]Conclusion
One of the most well-known fast food establishments in the world is McDonald's. With yearly earnings reaching $19 billion, it has a huge impact on society's eating habits. Geographically, it affects many different countries all over the world, and its influence is felt far beyond the boundaries of its own country. With a strong presence in offline and online marketing, as well as having manufacturing and distribution under control, McDonald's seems to be in a very strong position to face challenges that could transform the business.

The overall objective of the business is still to expand market share, despite McDonald's price strategy's success in putting into practise a cost leadership marketing plan. Demand, costs, rival price, a product's life cycle, and striking a balance between quality and value all go into pricing decisions.
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