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Executive Summary 

As global economic challenges continue to reshape consumer behaviours and industry dynamics, conducting a comprehensive market audit is critical to maintaining a competitive edge. This report critically analyses the current state of the fast-food industry in the UK, as well as the external and internal environment in which McDonald's organizes in the UK, using PESTEL analysis, Porter's Five Forces, SWOT analysis, and the 4P marketing mix model. These frameworks are used to assess the current state of McDonald's in the UK and the strategic opportunities that may be needed in the future. 
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With more than 1,400 stores, McDonald's UK is one of the strongest performing markets in Europe. The post-pandemic recovery has been rapid, with record sales in 2023 and a good recovery in customer traffic. With McDonald's regularly launching new products in line with British tastes in the UK, as well as McDonald's mature mobile app, self-ordering screen, online payment and loyalty membership system, relying on the in-depth cooperation of delivery platforms and the continuous growth of online orders, McDonald's can continue to maintain its dominant position in the UK. However, as consumers and society are increasingly demanding sustainability, McDonald's is also actively implementing a series of measures to promote sustainability, such as designing eco-friendly stores and reducing the use of plastic and disposable products. However, McDonald's also faces many challenges, such as McDonald's in the UK due to high food costs, energy and labour costs to squeeze profit margins, and McDonald's faces competition from brands such as Burger King, KFC, Greggs, Pret, and Five Guys (McDonald's, 2022).At the same time, the line between McDonald's and healthy dining is blurred, and consumers and the media continue to put pressure on the health of fast food and the use of plastics. UK consumers are facing pressure from the rising cost of living, with low-income customers eating out less frequently, and McDonald's unit prices affected. 
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2.0 The PESTEL Model Assesses the Macro-environmental Factors That Affect the Fast-food Industry.
The PESTL analysis model helps enterprises evaluate the external macro environment, identify strategies, opportunities, challenges, and make adaptable strategic decisions from six aspects: political, economic, socio-cultural, technological, environmental, and legal to ensure the continued prosperity of enterprises (Cecilia, K. 2022). 
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While centralized production and processing in the fast-food industry can significantly reduce unit costs, changes in labour and supply chains also threaten the normal functioning of the fast-food industry (Gabrielle, 2022). Data from the British Retail Consortium in 2021 shows that supply chain disruptions in the UK retail sector have increased by 20% due to supply chain uncertainty caused by Brexit (BRC, 2021). After Brexit, McDonald's in the UK experienced delays in the supply of raw materials and inventory shortages, such as the supply of milkshakes and straws, and Brexit increased the pressure on McDonald's operations in the UK. In 2021, the Office for National Statistics (ONS) showed a 30% increase in job vacancies in the UK catering industry, with McDonald's relying on EU labour and labour shortages leading to increased recruitment difficulties and higher labour costs at McDonald's UK (ONS, 2021). For example, according to the UK Low Wage Commission in 2021, the UK minimum wage reached £8.91 per hour (LPC, 2021). 

[bookmark: _Toc193750835]2.2 Economic Factors Assess The Macro Environment Affecting The Fast Food Industry in The UK
Economy: Although the economic cycle will not affect the innovation ability and core competitiveness of enterprises, the recession will cause consumers' spending habits to shift to value-oriented (Michael, 2022). Inflation in the UK reached 10% in 2022 (BRC, 2021), leading to higher raw material costs and lower consumer purchasing power. McDonald's global same-store sales fell by 1.5% in the third quarter of 2024, especially with McDonald's underperforming in the UK market (McDonald's, 2024). 

[bookmark: _Toc193750836]2.3 Social Factors Assess the Macro Environment Influencing The UK Fast food Industry
While fast-food brands such as McDonald's have launched healthier and more balanced products, growing health awareness is influencing purchasing decisions (Ashenfelter, 2022), according to Euromonitor 2022 , the size of the healthy fast food market in the UK has grown by 8%, and it has grown by more than 9% in the last two years, while the growth rate of the traditional fast food market in the UK is only 2%. UK consumers have seen a decline in demand for high-calorie, high-sugar fast food and a shift towards healthy fast food (Euromonitor, 2022). 
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Face-to-face services do increase the consumer experience, but advances in digital ordering systems, AI engagement, and food automation have increased efficiency (Yang, 2022). According to Euromonitor 2022, 70% of fast-food restaurants in the UK have self-ordering machines installed in their outlets. McDonald's in the UK reached 40% of self-ordering machines in 2022, up from 22% in the UK in 2020 (Euromonitor, 2022). The use of self-ordering machines has improved the efficiency of ordering food for UK consumers, reduced queuing times for UK consumers, and improved the experience for UK consumers. 
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Stricter environmental policies and eco-friendly packaging enhance food safety and consumer experience, but how to address the rising cost of corporate spending and the rising cost of consumer consumption due to sustainability is still an open issue (Sudhi, 2024).The increased demand for eco-friendly packaging and sustainable food from UK consumers has driven the green transformation of fast-food brands. According to Euromonitor 2022, the size of the UK eco-friendly packaging market grew by 10% (Euromonitor, 2022). However, McDonald's food and energy costs in the UK are rising, for example, in February 2023, McDonald's raised prices again in the UK due to rising food and energy costs (Euromonitor, 2023). 
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Although the law gives workers a higher wage standard, as labour costs increase, this advantage also affects the overall profitability of the enterprise (Sue, 2021). At the beginning of 2022, the UK began to gradually ban advertisements for high-fat, high-sugar and high-salt foods during children's programming, and UK law also has strict restrictions on online advertising aimed at children. In 2023, the UK government will raise the minimum wage year by year, and the national living wage for employees aged 23 and over in the UK will be raised from £9.50 to £10.42 per hour. The fast-food industry is labour-intensive, and rising wages have directly increased the labour costs borne by businesses (LPC, 2023). 

[bookmark: _Toc193750840]3.0 Porter's Five Forces Analyses the Basic Competitive Situation of McDonald's in The Fast-food Industry
Porter's Five Forces Model is a key factor in the bargaining power of suppliers and buyers, the threat of potential entrants, the threat of substitutes, competition between companies from the same industry, and helps companies identify industry profitability and competitive conditions. (Butarbutar, I.P., Purnamasari, N. and Safitri, K. 2023)
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3.1 McDonald's Faces Pressure from Competitors
Differentiation through single-product innovation and customer experience is critical, but how to turn product differentiation into real profits is a tricky question for businesses (Afandi and Marsasi, 2022).According to Statista, McDonald's share of the UK fast food market was around 30% in 2022, but the share of competitors in the UK market is also increasing year on year (Statista, 2022). McDonald's responds to the pressure from competitors by differentiating and improving service quality to increase the customer experience. According to the 2022 YouGov survey, McDonald's has the highest customer satisfaction rating in the UK, but the pressure on McDonald's to compete remains high (YouGov, 2022). 
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High initial investment and established brand loyalty create barriers to market entry, but health-focused niche brands pose an emerging threat, and while differentiated marketing can bring dynamism to a business, relying primarily on brand loyalty cannot guarantee consistent profits (Sue, 2021).The British people are becoming more and more conscious of healthy eating, and British consumers are increasingly preferring low-calorie, low-sugar and low-salt foods. According to a 2022 YouGov survey, 45% of UK consumers say they prefer to opt for healthy fast food (YouGov, 2022). For example, healthy fast food such as Leon, Pret A Manger, and Itsu appeal to increasingly health-conscious consumers. In 2022, the UK healthy fast-food market grew at an annual rate of 8%, which is much higher than the 3% of the UK's traditional fast-food market (YouGov, 2022). 
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Stable suppliers can provide more competitive prices and help companies reduce costs, but self-sufficiency in raw materials from key suppliers is the primary consideration for companies (Gabrielle, 2021). With economic instability and supply chain disruptions caused by Brexit, McDonald's UK is committed to local sourcing and supporting the UK agriculture and economy. About 70% of McDonald's UK ingredients come from the UK, with 100% of beef, chicken, eggs and milk coming from the UK (McDonald's, 2022). McDonald's has strict requirements for food safety and quality in the supply chain, and McDonald's UK conducts more than 20,000 food safety inspections annually to ensure compliance and safety in the supply chain (McDonald's 2022). 
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The reason why consumers have high bargaining power drives the need for companies to launch promotions and loyalty programs, and the strong bargaining power of buyers can lead to an imbalance in the bargaining power between companies and suppliers, which can affect the stability of corporate funds and cost control (Laura, 2024). In 2022, McDonald's UK launched promotions such as the "£1.99 Package", which successfully attracted many consumers (McDonald's,2022). UK consumers are increasingly conscious of healthy eating, and most prefer low-calorie, low-sugar and low-salt foods. According to a 2022 YouGov survey, 45% of UK consumers say they prefer to choose healthy fast food (YouGov, 2022). In 2021, McDonald's UK launched plant-based burgers and seasonal limited-edition products that performed well in the market and attracted a large number of consumers. 
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The existence of substitutes has forced companies to continuously innovate, improve product quality and optimize pricing strategies to remain competitive in the market, and restaurants' meal kit services and healthier dining options compete with traditional fast food (Muntean, 2020). According to YouGov's 2022 survey, 35% of UK consumers say they prefer to cook at home rather than eat out. The rise of global food delivery platforms has given UK consumers more options for different meals, with UK food delivery accounting for 30% of total sales in the UK fast food market in 2022 (YouGov, 2022). According to a 2022 YouGov survey, 45% of UK consumers say they prefer to choose healthy fast food (YouGov, 2022). 

[bookmark: _Toc193750846]4.0 SWOT analysis analyses the positioning and development strategy of McDonald's in the competitive advantage of the industry
SWOT analysis is a kind of enterprise competitive situation analysis method, is one of the basic analysis methods of marketing, through the evaluation of their own strengths, weaknesses, opportunities and threats in external competition, to formulate a development strategy before the in-depth and comprehensive analysis of their own and competitive advantage positioning. (Richard W. 2023).
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4.1 McDonald's Internal Advantages 
Brand awareness, a mature customer base, technology for ordering and delivery services are the core competencies of the fast-food industry (Tyronne, 2024). McDonald's delivers brand messages to consumers around the world through advertising, television, the Internet, social media and other platforms. McDonald's has a large network of stores and a supply chain system that reduces operating costs. McDonald's actively carries out various promotional activities, such as launching seasonal new products and carrying out points redemption activities, to attract consumers. McDonald’s leads the industry in mobile ordering, food delivery, and loyalty programs. McDonald’s actively promotes the concept of environmental protection and adopts environmentally friendly packaging, which has been recognized by consumers and society. For example, McDonald's in the UK has also opened its first net-zero carbon restaurant in Drayton Market, which is equipped with wind turbines and solar panels, and uses recycled materials wherever possible, such as wool insulation and recycled IT equipment for building cladding. 
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The supply chain and large-scale operations will give the fast-food company higher profits, and the supply chain is relatively fragile, with high employee turnover and higher operating costs, which are the headwinds that the fast-food industry will inevitably experience during the economic downturn (Justin, 2024). In 2022, McDonald's UK had a staff turnover rate of around 75%, much higher than the average for other industries, and the supply chain of McDonald's was disrupted due to the pandemic and Brexit, and some McDonald's stores in the UK experienced a shortage of ingredients. During the pandemic in 2020, McDonald's UK temporarily closed some stores due to supply chain issues, and in 2022, rising labour costs and supply chain disruptions in the UK led to a decline in McDonald's UK's profit margin to 15% from 18% in the previous year (McDonald's, 2022). 
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The digital transformation of customer service, environmental protection and market penetration are necessary for the further development of fast-food enterprises (Bhatoolaul, Alrefaei and Jeewon, 2024). British consumers are increasingly concerned about healthy eating and calorie intake, and McDonald's is appealing to a wider consumer base by introducing more healthy foods and introducing more low-calorie products, such as McFreezy: a vegan-certified ice dessert made from fruit juice and puree, available in orange or mango and pineapple flavours. It is also very low in calories, making it suitable for customers who are looking for a low-calorie diet (McDonald's, 2024). In 2022, McDonald's UK reduced its water consumption by 10%, mainly through the installation of water-saving equipment and optimised cleaning processes (McDonald's, 2022). In 2022, McDonald's UK has built more than 50 eco-friendly restaurants that use 25% less energy than traditional restaurants (McDonald, 2022). With the popularity of mobile payments, McDonald's has further optimized its mobile app, and McDonald's has enhanced the consumer experience with enhanced personalized recommendations, loyalty points, and food delivery services. 
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A company's stable cash flow at this stage does not indicate that it has the ability to deal with long-term threats, and whether a company can cope with the economic pressures brought about by industry competition and economic downturn is a key factor to test whether a company has a long-term plan, and by leveraging market share, enterprises can have more options for industry penetration (Ong and Prasetyo, 2022). Economic uncertainty has led to a reduction in consumer spending on fast food, with UK inflation exceeding 10% in 2022 (LPC, 2022), inflation in the UK has led to a reduction in consumer spending, and the fast food industry has been hit by the economic downturn. McDonald's in the UK is under direct threat from traditional fast-food brands such as Burger King, KFC and Subway. According to 2022 Statista data, McDonald's has a share of about 30% of the UK fast food market, while Burger King and KFC have about 15% and 10% of the UK market share respectively (Statista, 2022).Although McDonald's in the UK has not seen a significant improvement in profit margins, as McDonald's in the UK gradually gets rid of the constraints of the supply chain and tries to use locally produced products, and McDonald's in the UK announces that all packaging will be recyclable by 2025, which can show that McDonald's still has a strong industry advantage. 
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The 4P marketing theory refers to a theoretical framework that divides marketing activities into four parts: product, price, promotion and place, and achieves marketing goals through coordination and management of these four elements (Rakhimova, 2024). 
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Menu diversification, product health, localization, and quality meals are top of mind for companies adapting to different cultures (Afandi and Marsasi, 2022). In June 2024, McDonald's launched two new vegan ice creams in the UK - Chocolate Ice Cream Scoop and Strawberry Ice Cream Scoop, both of which have been officially certified by the Vegetarian Association, bringing healthier enjoyment to vegetarian lovers and have been widely acclaimed. In 2024, McDonald's launched new menu items in the UK, including The Steakhouse Stack, Fajita Chicken Wrap, and Cheesy Garlic bites, among others. These new menus not only enrich the menu but also bring consumer interest, and McDonald's UK can continue to keep consumers curious and interested by introducing new healthy products and products that are topical and engaging. 
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Not only do companies need to offer value meal promotions and loyalty discounts but also cost-sensitive customers through high-quality products and corresponding pricing strategies (Gabrielle, 2021). For example, McDonald's stores in the UK offer the "Saver Menu", which offers low-priced products between £1 and £2, such as Cheeseburger, Mayo Chicken, Small Fries, etc., to appeal to price-sensitive consumers. For example, if a customer buys a "Medium Meal Deal" that includes burgers, fries, and beverages, buying a "Medium Meal Deal" can strengthen customer loyalty and attract more customers with loyalty discounts than buying three products separately. McDonald's UK also has an advantage over other fast-food brands in the use of higher-quality raw materials to make products and consumables, rather than just cost. McDonald's price marketing in the UK region The UK can continue to appeal to cost-sensitive consumers by introducing new low-priced products and cost-effective products. 
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While the expansion of online ordering can ensure stable profits, high-traffic areas are often also the places where there is the greatest competitive pressure, and this is where partnerships with third-party services come to the fore (Sudhi, 2024). The UK is the world's third-largest electronic marketplace, with $142 billion in retail sales and 95% internet penetration through McDonald's official McDonald's. McDonald's UK can use platforms such as Facebook, Instagram and TikTok to promote its brand and engage with consumers through offline stores, and McDonald's stores in the UK can increase brand exposure through co-branding and influencer collaborations with other brands and increase engagement with McDonald's related topics through the use of hashtags. 

[bookmark: _Toc193750855]5.4 McDonald's Achieves Marketing Objectives Through Promotions

Although digital marketing and sustainable development of enterprises can win the favor of some consumers, improving brand image and product marketing are the effective ways to attract more consumers in the short term (Bhatoolaul, Alrefaei and Jeewon, 2024). McDonald's UK can try to partner with other brands to launch joint promotions to expand its market reach. McDonald's co-branded with film and television characters to launch limited toys or daily necessities. McDonald's UK is using social media platforms to promote co-branded products while also conducting offline promotions to increase brand exposure. McDonald's UK can also attract consumers with giveaways, such as "Buy a set meal and get unlimited Coke or fries for free." On February 22, 2025, from 2 to 5 p.m., McDonald's UK launched its "CFC" marketing campaign. Customers can bring any item with "CFC" elements (e.g. handwritten CFC, fries posing as CFC, etc.) to the store and receive a free item. The simultaneous development of both co-branding and promotional marketing models can instantly increase consumer awareness of McDonald's UK, which can attract the majority of customers related to the campaign in a short period of time, regardless of whether they are interested in McDonald's fast-food products. 
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This article uses a McDonald's as an example to critically evaluate the external and internal environment of McDonald's in the UK. Starting with McDonald's as global economic challenges continue to reshape consumer behavior and industry dynamics, conducting a comprehensive market audit is essential to maintaining a competitive edge. Then, the external and internal environment of the McDonald's organization was critically analysed using PESTEL analysis, Porter's Five Forces, SWOT analysis, and the 4P marketing mix model. The results show that the actions taken by large companies such as McDonald's to promote and market their fast-food products are heavily influenced by local culture, economy, and environment. Although McDonald's has adopted a localization strategy and a cost leadership strategy in the UK to cater to customers and seize the market, the lines between McDonald's and casual dining are blurred and McDonald's needs to face pressure from consumers and the media about the state of fast-food health and environmental sustainability. UK consumers are under pressure from the rising cost of living, with low-income customers eating out less frequently, and McDonald's growth in the UK is still limited. McDonald's UK's strategy is focused on adapting to economic pressures, innovating menu offerings, leveraging technology to improve efficiency and strengthening sustainability practices. McDonald's UK stores need to strengthen their position in the UK by addressing these areas and ensure long-term growth in the face of global economic challenges. 
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