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Abstract
Management economists frequently turn to demand analysis to help them gauge how much interest there will be in a particular offering. The term “demand” is used to describe the level of interest in a product or service among consumers at a certain time and price. The demand and supply model are used to determine the equilibrium price of a good in economic theory. It is a binding agreement between the manufacturer and the consumers. A product’s demand may be affected by a number of factors, including its price, the income of the end-user, the price of alternatives, and the price of complementary products. Advertising restrictions and taxation policies can also affect the demand for a product. A comprehensive investigation of all the factors that affect demand is performed during a demand analysis. This report will discuss the product analysis of the McDonald’s signature burger, including its demand, market equilibrium, and price elasticity.
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Figure 1: McDonald’s signature burger
(Source: mcdonalds.com)
McDonald’s signature burger is the product of choice. McDonald’s is one of the most prosperous quick-service restaurant companies in the world due to the widespread acclaim for its signature burger and soft drink offerings.
[bookmark: _Toc130936574]Why did you choose it?
I have decided to focus the report on McDonald’s signature burgers because of the product’s widespread appeal. Having a well-recognised fast food chain means opening the door to several potential substitutes. It has earned a strong reputation because of the high quality of its locally sourced ingredients, the stringent quality standards it adheres to, as well as its successful marketing and brand positioning initiatives (Aigner-Walder, 2015). McDonald’s is a well-known brand, and its burgers are consistently ranked among the most sought-after quick meals in countries all over the globe. As it offers a variety of data on the fast-food sector, customer behaviour, and worldwide business strategy, it has become a popular subject for creating reports as a consequence.
McDonald’s takes a totally strategic approach to advertising, which includes taking into consideration the features associated with the delivery of their goods. This is done since the delivery of McDonald’s products does have a significant impact on how customers see those items (Andreyeva et al. 2010). Because of the successful brand positioning of its goods, McDonald’s continues to be a popular option for a fast food restaurant. This involves locating a market niche, doing sufficient research on the prospects of the product, and moving away from a generalist approach.
McDonald’s has been thriving for decades, and its business model is widely recognised for its longevity and widespread appeal. Some of the reasons why it has been able to grow in such a short amount of time all over the globe are because it has an effective supply chain, a uniform menu, and a franchising strategy.
[bookmark: _Toc130936575]Identify Demand and Market Equilibrium
[bookmark: _Toc130936576]Price of substitutes
Products that are suitable replacements for those already on the market are called substitutes. McDonald’s signature burgers are interchangeable with those from Burger King or any other fast food joint. Demand for McDonald’s burgers might fall if Burger King’s price drops while McDonald’s keeps it at the same level. Customers may opt for Burger King’s offering instead due to the price difference. However, if Burger King’s burger becomes more expensive, McDonald’s burger may become more in demand (Bagwell, 2005). This is because customers can easily switch to McDonald’s for a burger at a lower price. As a result, there is a direct relationship between the price of substitutes and the demand for a product or service.
Increased utility may result from the availability of additional product alternatives. There is not a single product out there that can please every single customer. Therefore, the greater the number of alternatives, the greater the likelihood that each consumer will find what they need. As the number of potential alternatives grows, so does the level of competition. As a result, market prices may swing wildly (Baker, 2003). 
In the presence of highly differentiated and high-quality replacement items, consumers are more inclined to abandon the original product in favour of the alternative. If two similar products fare differently under different conditions, the shopper will go with the one that ends up being better for their situation. Substitutes’ prices affect demand for a product or service significantly. When consumers have more options, both utility and market competition improve. In order to survive in a highly competitive market, businesses must be aware of the existence of viable alternatives to their own products.
[bookmark: _Toc130936577]Price of complements
A complement is a product or service that is utilised with another product or service, and the price of a complement might impact the demand for the primary product or service. For McDonald’s burgers, the complement is usually fries or a drink, and if the price of the complement goes up, burger sales go down (Ellickson, 2013).
The demand for a product or service may change depending on the cost of its complement. When the price of a product’s complement rises, demand for the product falls. If the price of a complement drops, however, it will raise demand for both the product and the supplement. For the reason that demand and the cost of a complement are intrinsically linked. For instance, if the price of fries goes up, fewer people would buy burgers even if they are just as tasty.
There will be less demand for McDonald’s signature burgers if the cost of the side item, like fries or a drink, goes up. This is because the customers would not want to spend more money on the complement and the main product. On the other hand, if the complement’s price drops, more people will buy McDonald’s signature burgers.
[bookmark: _Toc130936578]Consumer Income
The popularity of fast food like McDonald’s burgers may rise or fall depending on the level of disposable income of consumers. If consumer income is increasing, it is likely that demand for McDonald’s burgers will increase as well. But if people’s disposable income is falling or prices are rising, they may be less inclined to splurge on McDonald’s food.
In the instance of McDonald’s burgers, rising household income is positively correlated with rising demand for McDonald’s burgers (Foot and Gomez, 2006). Those with greater disposable income may decide to eat more often at fast food restaurants. If people’s disposable money is falling, however, they may choose to cut down on fast food in favour of home cooking or cheaper fast food choices. When the cost of living rises, consumers may cut down on discretionary purchases like fast food in an effort to maintain a comfortable standard of living. If the price of McDonald’s burgers rises above the price of similar products, consumers may decrease their demand for McDonald’s burgers while simultaneously increasing their demand for substitute products. Conversely, if McDonald’s burgers were cheaper compared to comparable items, buyers may buy more of them and less of the alternatives. 
[bookmark: _Toc130936579]Consumer tastes & preferences
In recent years, consumers have shifted their attention to cheaper, more accessible, and less processed options in the grocery shop. It is possible that demand for McDonald’s burgers may drop if consumers realise, they have a preference for healthier choices that use fresher, less processed ingredients. McDonald’s might lose market share to rivals that provide healthier choices if customers see its burgers as unhealthy or lacking in fresh ingredients. In recent years, McDonald’s has removed artificial preservatives from some of its burgers and introduced new menu options like salads and oatmeal in response to shifting customer preferences (Griffith, 2003). Companies in the food and beverage sector, which has traditionally been more reactive, now need to be proactive in their investments in innovations to satisfy shifting consumer demands and bolster supply chain investments.
Changes in customer tastes and preferences are one of the five variables that drive demand, and may cause a product’s demand curve to vary. A product’s demand rises in parallel with an increase in customer interest in and preference for it. If customers’ preferences move away from fast food and towards healthy alternatives, McDonald’s burgers might see a drop in sales.
[bookmark: _Toc130936580]Consumer expectations of price
Customers’ willingness to pay for McDonald’s burgers might be negatively impacted by a price hike. A price rise could hurt McDonald’s business, but the company has a strong brand and a devoted consumer base. Even if the price of a McDonald’s burger were to rise, the company would still be able to keep consumers because of the digital ordering and delivery alternatives it now provides.
Customers now demand more sophisticated services, such as seamless transitions between various digital touchpoints and a focus on their individual preferences (OECD, 2015). Customers have high standards and anticipate a top-notch experience from each company they do business with. Consumers have come to expect individualised care, seamless integration across digital touchpoints, and cutting-edge offerings.
It is also clear that consumers anticipate prompt responses and want to do business through channels that are most accessible to them. Customers’ need for rapid satisfaction is having an impact on their behaviour in the digital era of instant communications and one-click purchasing. Businesses are learning to adjust to these new standards by doing things like providing employees with real-time consumer information to help them address problems more effectively and quickly.
[bookmark: _Toc130936581]Demographics- Number of Consumers
As a result of population increase, there are more people making purchases. As a result of technological advancements, decreased obstacles to entry, and the rise of smaller firms that are forming niche markets with more specialised services, consumers are adapting to a wider variety of competing alternatives (OECD, 2015). McDonald’s ability to meet the demands of a broad customer base and compete with established companies in the industry will determine the extent to which these shifts will affect the demand for their burgers.
The need for eco-friendly options and long-term viability is on the rise. Three-quarters of shoppers across the world would pay extra for products with a focus on sustainability. This may signal a shift in customer attitudes about fast food in general, which might harm the popularity of McDonald’s burgers.
The customer is adapting as a result of external factors. Customers are making decisions based on a variety of factors, including price, convenience, and the impact of life changes like starting a new career or starting a family. Homebuyers should also consider the growing trend of working from home. McDonald’s burger sales in metropolitan regions may be impacted by the rise of remote work, since individuals may opt to relocate farther from urban centres.
[bookmark: _Toc130936582]For each of the factors that influence the Price Elasticity of Demand., describe how your main product or service is affected. Does the factor indicate demand is more elastic or more inelastic?
[bookmark: _Toc130936583]The Substitution Effect
The shift in demand for a product that occurs as a direct result of a shift in that product’s relative price in comparison to the prices of other items that may be considered to be substitutes is referred to as the substitution effect. For instance, if the price of a burger at McDonald’s goes up, customers may choose to purchase an alternative product, such as a burger from a competing fast-food restaurant.
· Luxury vs. Necessity: A McDonald’s burger may be seen as either a luxury or a necessity from the perspective of the customer, depending on the customer’s own tastes as well as the circumstances in which they find themselves. If a customer believes that eating fast food on a regular basis is an important component of their diet, then consuming a burger from McDonald’s is an absolute must for that consumer. If, on the other hand, a customer only enjoys eating fast food on rare occasions, then consuming a burger from McDonald’s would be considered a luxury item by that customer. The degree to which a product may be considered a luxury as opposed to a necessary purchase impacts its elasticity of demand (Rauch and Schleicher, 2015). If a product is considered a luxury, then the demand for that product is more elastic because customers have more leeway to lower their usage of the product if its price goes up. If a product is something that people cannot live without, then the demand for that product will be more inelastic. This is because people will be ready to pay a higher price to maintain their current level of consumption of the product.
[bookmark: _Toc130936584]The Income Effect 
The change in demand for a product that occurs as a direct result of a shift in the average level of income enjoyed by consumers is referred to as the Income Effect.
· Percentage of Income: Since the cost of a hamburger from McDonald’s only constitutes a negligible part of a customer’s annual income, it is very improbable that this one purchase will have a major influence on the customer’s total spending pattern. This shows that demand for a McDonald’s burger is more inelastic than it otherwise would be because customers are ready to pay a higher price for a product that only accounts for a tiny fraction of their overall income (Cigliano, 1980). If a consumer spends a significant amount of their money on a product, then the demand for that product is more elastic. This is because customers are less likely to be ready to pay a higher price for a product that accounts for a significant amount of their earnings.
[bookmark: _Toc130936585]Given your analysis, what pricing policy should the business employ? Why?
McDonald’s overall pricing approach is a combination of a low-cost pricing plan and a bundling pricing strategy. McDonald’s uses a pricing approach known as value-based pricing, sometimes referred to simply as value pricing, which guarantees that the company’s food and beverage items are priced at a level that is reasonable for the specific local or regional market that it serves (Heien and Pompelli, 1989). In addition, McDonald’s uses a pricing strategy known as variable pricing. This strategy involves taking into account a number of different factors that are connected to the manufacturing and distribution of a specific product. These factors may include, but are not limited to, the location of the production, the time or date of the production, the source of the production, interest and currency exchange rates, and the purchasing power of the target market. Price bundling, also known as bundle pricing, is yet another pricing technique that McDonald’s uses. This approach entails combining at least two different goods and selling them together at a discounted price.
Cost leadership is the primary tactic that McDonald’s employs as part of its overall business strategy. This enables the company to keep its expenses as low as possible, hence allowing it to sell its goods at competitive pricing (Shapiro, 1987). McDonald’s is able to cut the pricing of its goods and increase the number of people it serves because of a business strategy known as “cost leadership.” This approach also helps the firm save money by lowering its total expenses. McDonald’s is able to grow its operations into new areas as a result of this approach, which results in a rise in the company’s overall revenue. The firm has made an investment in new technology that assists them in automating the process of food preparation, and they are constantly seeking methods to lower the overhead expenses associated with their operations.
Price bundling, often known as package pricing, is another pricing strategy used by McDonald’s. This includes merging at least two different items and selling them together at a discounted rate known as “bundled pricing.” As compared to the total cost of buying separate items that are not included in the bundle, the cost of acquiring a product that is sold in a bundle at one time is less expensive (Teece, 2019).
The use of psychological pricing at McDonald’s is a model for how well this strategy may be put into practise. Using prices that are just below round numbers or prices that are just a little bit lower than a round number is one tactic that may be used in this method.
McDonald’s should continue to use a variety of pricing techniques, such as value-based pricing, variable pricing, price bundling, and psychological pricing, in order to appeal to its target market and stay competitive in the industry (Goncharenko, 2020). It is also important to keep in mind the relative price of its food and beverage options in comparison to those of other kinds and formats of restaurants. It is in McDonald’s best interest to refrain from engaging in deceptive pricing practices, since they have the potential to alienate consumers in the long term.
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Our thicker burger in a soft brioche-style bun.
Which of the Signature Collection trio will you try first?

THE THE THE

CLASSIC  SPICY BBQ

Just as it should be with When you want a little heat Hits the spot with
bacon, Cheddar cheese, try jalapeno slices, kicking smoky BBQ sauce, Cheddar
wholegrain mustard mayo, Pepper Jack cheese, crisp cheese, bacon, crunchy

ketchup, crisp lettuce lettuce, spicy relish and coleslaw, crisp lettuce
and red onion. hot & spicy mayo. and red onion.

Served after 10.30am. Subject to availability. o 2018 mcponalds
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