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[bookmark: _Toc503480613]Executive Summary
Importance of digital technology is increasing day by day, to meet the competition and to success in the market implementation of digital technology is required, as it helps in conducting the activities in an easy way. To market the brand, promotions, marketing activities, distribution of material digital technology is required. Implementation of technology, social media, digital  marketing helps the company in reaching the target customers. Through digital technology organizations can store the data, retrieve it through cloud computing, record the data through customer relationship management, through ERP and MIS financial calculations can be done easily and can create value for the customers. Digital transformation helps in reaching more number of customers and can protect information and can provide quick service but the challenges in implementing digital technology need to be overcome with high security implementation hence McDonalds need to implement digital technology to achieve success. In this study company back ground was explained based on the information it is understood that McDonalds is in leading position in the global market, in internal analysis SWOT analysis, Value chain analysis, resource analysis were discussed and in external analysis Porters five forces and PESTEL analysis has conducted and finally recommendations were made based on the analysis. Finally in the conclusion it is concluded that McDonalds need to implement digital technology to develop the company and to remain as a leader.  

[bookmark: _Toc503480614]Introduction 
Due to globalization and technology development at a global level the operations of the business has changed completely. Companies were implementing digitalization to achieve success but some of them has faced strategic challenges to balance themselves with digital age. Technology implementation in fast food industry has witnessed growth and helped in competing with the competitors. Digitalization such as ERP system, cloud computing, RFID, artificial intelligence and management information system are helping the company in their business process and saving the information. Technology is helping the organization in taking decisions easily and helping in communicating with stake holders, this helps in improving the business process. Through technology the business promotional channels were changed now the companies are using social media sites, online promotion etc. these are helping the companies in reaching target customers all over the world. Through technology companies can store the information and can retrieve them whenever they require it. Through data analysis of the company will become easy and helps in taking effective decision and can increase future sales based on the information (Leeflang, Dahlström & Freundt, 2014). There are many advantages with digitalization but some businesses have faced strategic challenges such as privacy, security and managing the data. Sometimes data may be hacked and leads to misuse of data this impact on the business. To overcome this security and privacy need to be improved, routine check need to be conducted to reduce the issues. This study mainly focus on the strategic challenges that McDonalds has faced during the implementation of digital technology will be discussed and how to achieve the competitive advantage will be discussed and recommendations will be made. 
[bookmark: _Toc503480615]Background of the Organization    
McDonalds is the global fast food restaurant which was established in 1954 by Ray Kroc in California. McDonalds has become is a leading restaurant globally, it has more than 31000 restaurants and operating in more than 120 countries (McDonald’s, 2017). McDonalds has its franchises in 120 countries and serving 70 million customers per day, nearly 4million employees are working at McDonalds. In private sector McDonalds is the second largest employer in the world. McDonalds is the leader in international fast food business, due to their leadership they achieved success in the fast food market. McDonalds continuously does new innovations, it has power and knowledge this itself shows the culture of McDonalds(McDonald’s, 2017). Application of knowledge, giving importance to the local taste and providing local food, providing quality service helped McDonalds in shaping their company face. McDonalds has developed their business practices and management through “global business strategies and theories”  (Humphrey & Mandel, 2002). Business strategy is more important in the development of the business, strategy helps in facing competition and helps in achieving success in the business. McDonalds applied generic strategy and growth strategies in their business so that they can expands their business globally and achieve competitive advantage. McDonalds has set the uniform menu in all the countries where they were operating, uniform menu includes Chicken sandwiches, wraps, Big Mac, French fries, Hamburger, desserts and shakes, they also deal with local food where they are operating. In India they offer Veg Pizza and in china they offer black and white burger (McDonald’s, 2017). McDonalds has managed all the operations and it has segmented the market based into geographical segments like United States of America, Asia, Europe, Africa. McDonalds got many competitors in the market hence they consider their power and it ensures that they are in dominating and leading position. McDonalds achieved success through management, consistency and innovation. Effective services are more important to attract the customers and to increase performance hence they are implementing high technology and it has focused on offering unique, quality and new food items to their customers to satisfy them and meet their expectations (Alfino & Caputo, 1998). It serves millions of people and gains the revenue through rents, sales, royalty and fees. McDonalds always focus on the satisfaction of the customers this helped them in achieving success in the global market (Botterill & Kline, 2007)
[bookmark: _Toc503480616]Industry Analysis  
Fast food restaurant is growing in UK, the shra of fast food industry in UK is 4.9% when compared with other food restaurants, that is fast food industry is holding big share in the market. The value of traditional fast food restaurant is around 4 billion British pounds whereas the branded fast food outlets are delivering 1.3 billion British pounds. There are other fast food outlets are independent and street food restaurants (Statista, 2017).
. 
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All over there are many fast food restaurants but McDonalds is in a leading position and it is the most valuable brand in the world, its estimated brand value is around 97.7 billion US dollars.
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In recent years majority of the people are eating out and showing interest to have fast food. Consumer expenditure on fast food specifically in restaurants and cafes has increased in 2015 in UK it has reached to 77 billion British Pounds along with this the number of enterprises were also increased and contributing 17.6 billion British pounds. In UK eating out is popular, restaurants are gaining large portion of revenue from the leisure sector. In UK households spend nearly 16.60 British pounds in a week on the restaurants and cafes. Quick service restaurant sector is motivating the customers to spend more on fast food. 44% of consumers are visiting fast food restaurant once in a week. In fast food industry McDonalds, KFC are in top position and majority of the consumers visit these stores. In UK consumer mostly chose brand restaurants, between 2008-2016 visits of customers to individuals has declined and visits to brands has increased (Statista,2017)
[bookmark: _Toc503480617]Critical success factors
McDonalds achieved success globally through maintaining consistency,  aggressive business goal, availability, innovation, willingness to adapt, suppliers, valuing people approach and staff. Critical success factors helps the company in achieving competitive advantage, helps in their growth and development. Critical success factors of McDonalds are: 
Consistency - Consistency is the major factor which helped McDonalds in achieving success, McDonalds maintaining uniformity in their menu, service quality, designing of building, wrapping of food, operations and maintaining cleanliness from the start of the business and maintaining the same due to this they achieved success in the fast food industry. McDonalds and its franchises are implementing Ray Kroc’s vision. Ray Kroc want McDonalds to be a multi local company , hence McDonalds is also focusing on the Ray Kroc vision and expanding the company at global level  (Renee Bailey, 2017).
Innovation – Innovation play a major role in the company as it helps the company in their growth. McDonalds always innovates new products with our disrupting the customer service. The foundation of McDonalds is strong and they mainly focus on the customer satisfaction and their demands. To meet the customer satisfaction and expectation they are introducing new food item into the market according to local needs and taste. Innovation of food items and menu like Big Mac, Happy meal, Hot Apple pie helped McDonalds in increasing their revenue and lead to achievement of success (Talwar, 2002).
Availability – Availability of the restaurant and its convenience is the key success factor of McDonalds. McDonald’s restaurants were established in the public places and within the short distances, some restaurants are away from few minutes’ walk. McDonalds established their stores in all shopping malls for the convenience of the customers this is helping the company in achieving success (Talwar, 2002)
Willingness to Adapt – Willingness to Adapt is one of factor which leads to success. McDonalds always focus on customer needs adapting themselves and food items according to the needs and demands of the customer. McDonalds restaurant is the only fast food restaurant which has flourished both in boom and recession. It adapts the trends of the customer and satisfy them this lead to achieve success. McDonalds informs the customers about the nutrition in their menu, it is the first company who print the product nutrition and how healthy it is in their menu and on their packing this lead to success. McDonalds is focusing on the health of the customer and offering healthy option to them (Talwar, 2002).
Resiliency – McDonalds has an ability to change according to the weather storms this helped the company in achieving success. To survive in the market McDonalds has gone though many challenges and various storms but still achieved success. There were many lawsuits and negative pressure on the company but through their business strategy they had overcome from all the challenges and issues. To offer healthier food items they made additions in menu and made the product with high nutrition and healthier this increased the customers desire towards healthier choices. McDonalds offered nutrition food to the customers and achieved success (Renee Bailey, 2017).
[bookmark: _Toc503480618]Internal Analysis
[bookmark: _Toc503480619]SWOT Analysis 
SWOT analysis is used to understand deeply the internal potential of the Organization. Due to globalization the face of the business is changing and majority of the companies are facing many challenges to compete in the global market. To complete in the global market managing global operations is must and knowing organization intellectual skills and strategies are more important as it helps in the expansion of the business. SWOT analysis is the strategic analysis tool which helps McDonalds in analyzing strengths, weaknesses, threats and opportunities. SWOT analysis helps in identifying both internal and external factors which leads to achieve McDonald’s goal. Strengths and weaknesses are the internal factors whereas threats and opportunities are the external factors. SWOT analysis is a planning tool for the managers.  Strengths and weaknesses of McDonalds depend on internal resources such as sales, operations, resources, marketing and distribution. Opportunities help in increasing the demand for the product whereas threats damage the McDonalds performance and their market share.  Through SWOT analysis strengthens the operations of the McDonalds and helps in achieving growth. SWOT analysis of McDonalds has explained below:
Strengths
McDonalds is the world’s number one fast food chain and competed the Burger king with “Just in time” strategy. McDonalds has achieved success both at local and the international market. In US its market share is about 37.68% and it generates 32% revenue only from the US market. It is a market leader in US it is the biggest strength of the McDonalds. It has strong brand name and good reputation in the market. It has more than 31000 restaurants and serving 120 countries it is the strength of McDonalds. McDonalds brand value and its awareness among customers are the main sources which are helping in achieving competitive advantage. Through Brand value McDonalds can have global expansion opportunities (Candyleo, 2016). McDonalds has large market share and it is still increasing their market share. McDonalds restaurants are mainly owned and they are operated by the independent franchises. McDonalds always changes according to the consumer behavior and meet the demands of the customer. McDonalds is gaining high profits it is the biggest strength of the company as it helps in withstanding in the economic slowdown. McDonalds has its presence in the global market and it is the base to achieve competitive advantage (Candyleo, 2016). McDonalds provide specialized training for the managers this is helping them in their development. McDonalds always plan to win and mainly focus on people, place, price, production and promotion. It provides a common business framework and menu globally and it also allows the local adaption. It has good marketing strategies this is helping in achieving success. 
Weaknesses
Unhealthy food in their menu is the major weakness of the company. Negative media coverage on fast food impacted on the business. McDonalds food include high calories and less nutrition this is another weakness which impact on the performance of the business (Candyleo, 2016). Due to fierce competition McDonalds is losing more number of customers. At McDonalds employee turnover is at high  level even though they have good managers and skillful employees it is the major weakness of the company. McDonalds in their fast food they use Trans-fat and beef oil this impact on the health of the people, customers who are focusing on healthy food switch to other restaurant who is providing healthy food this reduces the revenue of the company. There are many legal cases and lawsuits on McDonalds restaurant, meals at McDonalds is still unbalance, it has dissatisfied franchises. McDonalds failed in competing with pizza fast food chains as it has failed to introduce pizza, in some franchises there were quality issues these are the weaknesses of the company which reduces the reputation in the market. To increase more customers and want to reduce the criticisms company need to repair their weaknesses (Candyleo, 2016). 
Opportunities
McDonalds maintains consistency and offers healthy food along with the nutrition information on package this is a great opportunity for the company to increase their customers. McDonalds is the first fast food restaurant which was approved by FDA, it offers low fat and calories and using “Just in time” marketing strategy and serving the customer in 90 seconds this is the major opportunity which helps in increasing their performance. It offers free food items like peanut, fries, gluten etc. Fast food industry is developing considerably, change in the living standard and lifestyle are changing the eating habit of the people (Candyleo, 2016). In the past people who used to work busily and who don’t have time to prepare home food used to eat fast food but now almost all the people are eating fast food and majority are more interested to eat fast food and they like it. This is an opportunity for McDonalds to increase revenue and brand. McDonalds can easily research on green energies and can focus on green packing, if they implement this as a part of the marketing strategies and advertisements then they can increase their sales, brand and number of customers. McDonalds is operating at global level in 120 countries with 31,000 restaurants  and specifically in US there are 14,000 restaurants. McDonalds can open more number of stores in emerging markets like china or India, expansion of business into these areas will be a great opportunity for McDonalds. McDonalds is focusing on all income groups and attracting the customers with low cost menu (Candyleo, 2016).  During economic struggle this is a remarkable part but McDonalds without any difficulty can apply this low cost menu in all the restaurants. McDonalds gives discounts on the food items this will be an opportunity for McDonalds as they can gain more number of customers. Customers taste and needs are more diverse, to satisfy them new service format and new food items to be introduced. McDonalds is serving new food items and providing WiFi facilities to the customers this increases the flow of customers. Health conscious trend among customers is increasing  this is also an opportunity  for McDonalds as they can develop new food items such as healthy meal, healthy dissert and fresh burger(Candyleo, 2016).
Threats 
McDonalds is a leading fast food restaurant but there is a high completion from other quality fast food brands. In the market there are strong competitors such as Burger King, Wendy’s, yun brand Inc  but the market share of these brands are low when compared with McDonalds but they focus on gaining more number of customers from the McDonalds this is a big threat for McDonalds. Casual dining restaurants are also the competitors for McDonalds. Economic recession is one of the threats for McDonalds, when the house holds budget become tight spending of the people will be reducing this will impact on the sales of the McDonalds. Environmental issues is the major concern, companies may lose customer if they won’t maintain or protect the environment.  Lawsuits against McDonalds for unhealthy food, fluctuations in the currency and market saturation are the threat for McDonalds (Candyleo, 2016)
[bookmark: _Toc503480620]Value Chain Analysis 
Value chain analysis is one of the analysis structure which helps in identifying the business activities which can create value and competitive advantage for the business. Value chain consists of primary and support activities. Value chain analysis is mainly used by McDonalds in recognizing their activities and operations, through this analysis the sustainability of McDonalds can be improved and helps in achieve competitive advantage. 
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Primary Activities 
Inbound logistics 
Operations – McDonalds operates their owned company and the restaurants which were franchised. More than 80% of the restaurants are of McDonalds were operated by the individual franchisees. Franchises of restaurant are of conventional type, affiliates and developmental license type. Conventional franchises make payment in the form of rent and royalties based on the sales percentage, they also make initial payment during the opening of the restaurant. In this method the land and the building of the franchise will be owned by McDonalds corporation or it will be on long term lease for the location. Franchises make payment for the signs, décor, equipment and seating. In developmental franchise system the licensees will provide capital for the business and interest. In this method capital will not be invested by the McDonalds Corporation. Royalty of the franchise is paid by licensee on percentage of sales and they pay initial fee. This type of franchises are used in 5228 restaurants that is in 70 countries. Affiliates method is limited according to the number of foreign affiliated markets. These franchises pays royalty on percentage of sales. These type of restaurants are in Japan (Fagansusanto, 2012)
.
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	Geographical reportable segment
	Percentage of total revenues

	United States
	32%

	Europe
	40%

	Asia/Pacific, Middle East and Africa (“APMEA”)
	23%

	Other countries
	5%


 
Outbound logistics
Outbound logistics of McDonalds is in following formats sit-down restaurants, counter service outlets, ski-thru and drive thru. In sit down restaurant meals the meals will be obtained in the conventional process such as dining out, there will be a waiter or waitress for taking orders and delivering it. In counter service type there will be a self-service system. McDonalds has introduced sky thru and drive thru format to deliver but it will not provide home delivery service (Fagansusanto, 2012)
Marketing and sales. 
McDonald’s uses both the print and media advertising tool to  communicate their marketing message to the people, here they forward the message to the representatives of print and media advertising and ask them to pass the message to the target customers. They do sales promotion, experiences, public relations, conducts events and they advertise through social media sites (Fagansusanto, 2012)
Service
Customer service at McDonalds is at high speed this is the main competitive advantage of the restaurant. Company provides excellent customer service and they pay minimum or sometimes slightly above the minimum wage to their employees (Fagansusanto, 2012)
Support activities 
Firm infrastructure 
McDonalds is using advanced technology and the infrastructure is highly modern and sophisticated and at the same time they are maintaining green activities. It is providing eco-friendly work place and demonstrated about the environmental stewardship specifically in the work place. McDonalds opened their first corporate-owned and pilot green restaurant in 2008 and achieved “Leadership in Energy and Environmental Design  Gold certification” in 2009. McDonalds used green building lab to refine the green building strategy, they used high proficiency plumbing fixtures, energy efficiency equipment and collected the rain water for irrigation. Recycling system was enhanced and reduced the environmental impact (Fagansusanto, 2012)
. 
Human resource management 
Human resource management of McDonalds  has some positive elements and attractive options this is leading the workers to choose employment at McDonalds. Working at McDonalds is flexible and the employees are engaged in various activities and they are given responsibilities and it is offering needed work.  If the employees has minimum interest then they leave the organization simply this is leading to high labour turnover. Employees are attracted with secure environment and family surroundings , majority of the employees at McDonalds will be of similar age  this tells how the employees are retained in the organization, employees are paid better salaries. Employment relationship is mainly managed through spectrum of control and bureaucratic controls to the management. Sometimes the managers at McDonalds accept tough work and they need to prove themselves based on the challenges. Young managers are offered with promotions and they are provided with career development. McDonalds maintain control and maintains uniformity in employee relations practices even though there are differences in societal cultures(Fagansusanto, 2012)
Technology development 
McDonalds to compete with completion and attract more customers they are modernizing the restaurant , implementing engineering value and evolving the menu. Due to implementation of technology the sales of restaurant has increased sales and their market share. To implement the technology McDonalds signed five years deal with Fujitsu as they supply the IT support to more than 1200 branches both in UK and Ireland.  To fix the IT problems and improve the reliability Fujitsu is planning to develop system built on “user exchangeable parts”, this helps the staff in solving their small IT problems by themselves through replacing faulty units. Through the implementation of technologies McDonalds can meet the demands of the customers like touch-screen ordering  and contactless payments. These two areas  are already organized by the  company , technology improves the  flow of customers, sales, business and it helps in providing on time and effective services(Fagansusanto, 2012)
. 
Procurement 
McDonalds is achieving success due to their successful supply chain management, company achieved success due e-procurement system. E-procurement is the backbone for the company logistics and supply chain management. McDonalds uses e-procurement system that is Emac Digital is a procurement hub which allows the franchises  all over the world of McDonalds to buy the things which are need to run the restaurant that is from uniform of the staff to Ham Burger. Through procurement site business owners can buy various supplies and material at discount this will reduce the cost of the McDonalds. These all are helping the company in achieving success (Fagansusanto, 2012)
[bookmark: _Toc503480621]Resource Analysis 
McDonalds has various resources such as physical resource, human resource, financial resource and organizational resource. Physical resource includes location of the restaurant, McDonalds has building with the siting capacity of 50 members. There is a play place for students and television for entertainment. For any operations in the organization human resource is more important, machines, cash flow, equipment  are also important is the organization and they are the strength but employees are the assets of the organization they make the organization great and competitive. Hence McDonalds focus on satisfying the employees and they recognized that satisfying employees is the critical component to achieve customer satisfaction and meet their needs (Human Resource Department, 2010). McDonalds is providing high facilities, training  and provides opportunity to employees in developing their career. McDonalds has an effective financial resource, it is working with CIMB and MayBank these two banks are supporting the organization and taking care of the financial activities of the McDonalds both within the country and at international level banks are providing short-term loans and helping the company in achieving success (Hughes et al, 2002; Gilmore, 1999). McDonalds is providing training to the employees and providing day to day coaching. Maintaining interaction with the managers and crew of the restaurant are emphasized. McDonalds provide interpersonal training, developing organization skills among employees, train employees how to maintain discipline and take responsibility and crew members of the restaurant are trained about the importance of team work (Collings, 2009)
Capabilities are more essential in the organization, they include inbound logistics such as organizing the supply of food items to customers, material to the restaurant by taking the help of approved logistics operators. McDonalds is making a production of huge plants for McDonalds itself and it controls the food. McDonalds is conducting the research and development so that they can provide the needs of the end users. It is focusing on quality development by collaborating with suppliers. Through franchises they are into forward integration and they are controlling store presentation, menu items and improving the process. McDonalds is mainly concerned about the outbound logistics, they are growing recycling system in the organization and integrating it with logistics of distribution center. McDonalds has long term objectives relating to marketing and they are broken into small targets which are the milestones of McDonalds. Decisions relating to marketing mix are given to the country teams. McDonalds provide services through their enrollment standards. McDonalds is translating their directions and operational practices into their capabilities. McDonalds is transforming the knowledge with the help of systematization which suits their process. McDonalds is implementing McDonalds system with concern to knowledge management. Systematization relating to knowledge is followed at every outlet of McDonalds with detailed rules and regulations. Operating practices of McDonalds has become  part of all the employees and they were given attention by the management through various training programs (Hughes et al, 2002; Gilmore, 1999)
[bookmark: _Toc503480622]External Analysis 
[bookmark: _Toc503480623]Porter’s five forces 
Porter’s five forces is the analysis which is developed by Michael Porter in 1979, it represents five forces such as threat of new entrants, bargaining power of buyers, bargaining power of suppliers, threat of substitute products and rivalry among existing firms. Porter’s five forces impact on the organization behavior  in the competitive market directly (Dobbs, 2014). This analysis mainly deals with the external factors and explains how it influences the competition nature within it. 
Rivalry among existing firms 
In fast food industry the competition is high. McDonalds is facing high competition from street stalls, home delivery providers, restaurants, coffee shops, juice or smoothie bars, cafes  and self -service cafeterias. Operators are mainly competing based on the price, quality, location, presentation, food range and consistency. To meet the customer demand and competition McDonalds is constantly introducing new products. McDonalds has established their restaurants in high traffic locations and marketing their brand in high traffic locations (Adamkasi , 2017)
. The strength of the competition between the competitors determines the value of the industry.  According to Euromonitor International eating out segment consists of 8 million outlets globally with a revenue of USD 1.2 trillion in 2013. McDonald has 0.4% outlets and the revenue of the restaurant is 7.5%. When compared with the major competitors McDonalds is maintaining their leadership relating to brand value (Maybury et al, 1992; Roy, 2011)
.
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Threat of New Entrants 
Threat of new entrants mainly depends on market entry barriers. At McDonalds this force is low.  In many locations the fast food market was at saturation point and major market players like McDonalds, KFC, Burger King, Subway and Starbucks Coffee are the major barrier for new entrants. Starting a fast food restaurant is easy, it does not require huge capital and legal formalities to start the business (Adamkasi , 2017). As startup cost is low competing in the market is easy. Many competitors are entering into the market globally but the market leaders such as McDonalds are in advantage. It is doubtful that new entrants a major market shares.  Fast food leaders such as McDonalds mainly focus on their brand loyalty and count with brand loyalty this will become a barrier for the new entrants to enter into the market and pose a threat (Maybury et al, 1992; Roy, 2011)
.
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Threat of Substitutes 
Threat of substitutes is high at McDonalds, threat of substitution mainly depends on the costs such as retaining, redesigning and retooling that arises when the customer switch to other product. Fast foods are the optional items which can be easily substituted with the other meals such as dine-in restaurant, meals at conventional stores, meals that is prepared at home and deliveries. Customer’s awareness towards the fast food and how it affects the health is increasing due to this importance for other substitutes are becoming more attractive (Adamkasi , 2017).  To compete the market fast food restaurants such as McDonalds are spending more amounts on marketing and they are promoting healthier foods. To attract the customers McDonalds need to change their image that is in the minds of the customers and need to increase their brand awareness. Substitute products are the major concern of McDonalds. In the market there are high substitute products, switching cost is low and the performance is high towards the cost ratio. For McDonalds availability of substitute products is the major issue this needs to be overcome through improving product quality (Maybury et al, 1992; Roy, 2011)



Power of Suppliers 
In fast food industry supplier relation is more important and the power of suppliers at McDonalds is moderate as there are large number of suppliers, overall supply is high and forward vertical integration is low. Mostly the price which is charged by the suppliers is the main factor which affect the net income of the McDonalds. Suppliers mainly supply commodities and they cannot charge more than the market price and at the same the operators cannot bargain for low quality products or discounts. In the market there are many suppliers even though location plays a major role. In this industry supplier cannot increase prices and the operator cannot bargain hence supplier power is moderate (Adamkasi , 2017). McDonalds work with Clorox Company, Sealed Air Corporation, Coca-Cola Company, McCormick & Company Inc., International Paper Company, Dr. Pepper Snapple Group Inc. etc. McDonalds mostly depend on the individual suppliers for supply of food and other items. The main factors which reduces the bargaining power of suppliers are plenty of potential suppliers, low uniqueness in products and volume of order for the suppliers(Maybury et al, 1992; Roy, 2011)
Power of Buyers 
Bargaining power of buyers at McDonalds is moderate as customers can not influence the price directly but it influences at a greater level. Customers who have Health concerns and due to social media customers can supply their opinions readily and can influence the other buyers. Hence the Fast food restaurants need to follow social regulations and has to improve their brand reputation and has to promote quality products and standards they maintain this increases the customer confidence and provide positive opinion in social media (Adamkasi , 2017)
[bookmark: _GoBack]. Customers can easily shift to other restaurants as switching cost is low and can levy their demand on McDonalds. Due to saturation of the market customers can buy the products from any restaurant other than McDonalds and there are many substitute food outlets. Hence to attract more customers, increase their brand and to increase customer loyalty McDonalds need to develop and implement strategies (Maybury et al, 1992; Roy, 2011)
 

[bookmark: _Toc503480624]PESTEL Analysis
Political factors
Political factors and its changes directly impact on the business, on the outcome and its expansion into new market.  Stability in political environment is more important as its leads to the success of the business. In UK political stability is high this is an advantage for McDonalds, this provides a suitable environment for business operations. But in some countries governments will be changing this leads to changes in regulations, rules, permissions, taxes etc, it effects the operations of the McDonalds and expansion of business into such markets will become difficult. Business operations are mostly influenced by state policies which were imposed by the government and there is no exception for any company or restaurant including McDonalds. In Europe and United States there are some groups which protest relating to health implications due to consumption of fast food. These groups state that harmful elements such as cholesterol and elements which lead to obesity are attributable to consumption of fast food. Tax laws, trade restrictions and employment laws impact on the business growth. Employment restrictions, regulations relating to working hours leads to employ more staff and it increase the cost of the McDonalds. Increase in tax rates reduces the profits and performance of the business. Certain restriction on companies influences on the operations of McDonalds and sometimes leads to limit the food content. Sometimes political factors act as a barrier to enter into international market (Weebly, 2017; Sara Algoe, 2015)
 
Economic Factors
Economic factors effect on the cost, availability of capital and demand. Economic factors include recession, fluctuation in currency exchange rate, inflation impact on the business. McDonalds is the global restaurant hence it can be easily affected due to changes in the economic factors.  McDonalds need to adapt to the effects of economic environment and issues. The other factors like wage rate, cost of living also impact on the McDonalds(Weebly, 2017; Sara Algoe, 2015)
Socio-Cultural factors 
Social environment includes demand of the people, their taste and preferences changes along with the trend and disposable income which provides opportunities for the company and at the same time threats to the companies. To gain profitable returns McDonalds need to implement international strategies and has to offer healthy food according to the changing taste of the customers. To improve the business McDonalds need to understand the customer mind set and has to establish positive mind-set in their customers. McDonalds understood the customers and offering the fast food items according to their taste and they are considering the population, demographic needs and rendering service accordingly that is the reason they achieved success in the marketing (Weebly, 2017; Sara Algoe, 2015)
Technological factors
To achieve sustainable competitive advantage implementing technology in the business is must in the present time as it is playing a major role. McDonalds market their food items through television advertisements along with this if it uses social media then it can improve number of customers and revenue. Implementation of inventory system and value chain helps in making payments easily. Integration of technology increases the customers, operations and add value to the McDonalds food items. If McDonalds improves the inventory system and supply chain helps the McDonalds in conducting their operations at international level (Weebly, 2017; Sara Algoe, 2015)
Environmental Factors
Organizations need to follow environmental laws and regulations and has to implement corporate responsibility policies so that they can contribute towards the development of the society and community. Social responsibility of McDonalds is mainly influenced based on the company operations in that region (Weebly, 2017; Sara Algoe, 2015)
Legal factors
Legal factors include employment standards, tax obligations, quality requirements etc. Change in these factors and if company won’t follow legal factors it impact on the company directly hence McDonalds need to consider the legal factors for smooth running of the business (Weebly, 2017; Sara Algoe, 2015)
. 
[bookmark: _Toc503480625]
Recommendations 
McDonalds brand itself is a powerful brand hence the strategies of the company seems good. However there are some recommendations that need to be considered  and has to do something with strategies. McDonalds can expands their business at international level as they has a expansion capability. Among various strategies market development is one of the strategy which helps in the growth of the business hence McDonalds need to develop the market. McDonalds need to implement international strategy and it need to focus on highly populated areas and big cities especially in Asia as there were not may McDonalds restaurants in Asian market except in Japan. McDonalds need to expand their business in china as it is the biggest market according to population. If McDonalds develop more restaurants in Asia then they can gain high market share and can increase their revenue. McDonalds need to use the Golden Arches to attract more customers and need to involve in other areas to increase the potential of the company and to compete with other competitors. They need to develop new food business but need to take care as the success is not sure. Company need to exploit their sources of food and drinks in the restaurant and has to improve their service skills. Company need to develop their strengths and has to focus on kids meals, they need to offer more healthy food and need to bring vegetarian products into the menu and customer service need to be improved. McDonalds need to focus on technology and has to implement it to store the data and to have effective communication and fast work. 
[bookmark: _Toc503480626]Conclusion 
[bookmark: _Toc503480627]In this study various strategic challenges that were faced by McDonalds were discussed and understood that McDonalds is implementing the technology to render service to the customers but to improve the operations, activities, supply of food items and material they need to implement more advance and digital technology. McDonalds need to utilize advanced technology at an optimum level to do marketing, promotional and branding activities this leads to the growth of the organization and helps in achieving competitive advantage. It is also observed that McDonalds has gone through many changes while expanding the business globally hence to overcome this implementation of digital technology is needed. 
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Ratios
	Profitability & Activity ratios
	2012
	2013
	2014
	2015
	2016

	Return on equity
	36.82
	35.69
	32.97
	45.43
	191.93

	Return on equity is increasing this shows that McDOnalds is increasing its ability to gain profits without much requirement of capital. 

	Gross profit margin
	39.24
	38.79
	38.1
	38.52
	41.45

	The sales of McDonalds is increasing this is arising due to reduction in the cost of food items this is leading to high gross profit ratio

	Net profit margin
	19.82
	19.87
	17.34
	17.82
	19.03

	Net profit margin of McDonalds is increasing compared to 2015 this shows that the expenses of the company has reduced and the efficiency of production and service  has increased hence they are earning profits.

	ROI
	20.77
	20.12
	17.68
	16.83
	19.22

	ROI has decreased in 2013, 2014 & 2015 but in 2016 it has increased that means there is an increase in ROI. This means the investments are gaining compared to the cost.

	ROA
	15.98
	15.51
	13.42
	12.54
	13.59

	ROA of McDonalds has decreased in 2013,2014 & 2015 due to low revenue but in 2016 it has increased. Increase of ROA in 2016 shows that the revenue has increased and increased their efficiency.

	Net asset turnover
	0.81
	0.78
	0.77
	0.70
	0.71

	This ratio is decreasing when compared with 2012 this shows company is purchasing more inventory and assets were not used properly. To improve the ratio assets need to be used continuously and purchase of inventory need to be limited, sales need to be increased with making any purchases of assets. 

	Receivables turnover ratio 
	20.34
	20.86
	21.66
	20.22
	17.76

	The ratio is decreasing this indicates that the collecting process of McDonalds is poor, credit policy is bad to improve the ratio credit polity need to be improved

	Payables period 
	22.91
	23.63
	20.91
	20.26
	20.64

	In this ratio the payable period of the company is decreasing when compared with 2012 that means McDoanlds is paying their suppliers quickly and it indicates that financial condition of the company is good

	Fixed assets turnover 
	1.16
	1.11
	1.09
	1.07
	1.11

	In comparision the fixed assets turnover ratio in 2016 has increased this shows that company is doing well and generating sales through fixed assets. 

	Liquidity ratios
	 
	 
	 
	 
	 

	Current Ratio
	1.45
	1.59
	1.52
	3.27
	1.39

	Quick assets (i.e. acid test)
	1.09
	1.3
	1.2
	3.05
	0.78

	Current Ratio and quick ratio of McDonalds in 2013 and 2014 were decreased compared to 2012 but in 2015 it has increased this shows current ratio has improved that menas company has paid off their liabilities. In 2016 current and quick ratos were decreased that means ability of the company to pay the liabilities were decreased.

	Capital gearing ratios
	 
	 
	 
	 
	 

	Debt to equity
	0.89
	0.88
	1.17
	3.4
	n

	Debt to equity is increasing this shows that McDonalds is aggressive in financing their growth with debts 

	Investor's ratios
	 
	 
	 
	 
	 

	Earnings per share (pence per share)
	1.71
	3.54
	-13.15
	-0.41
	13.33

	EPS is increasing and dicreasing but when compared with 2015 it has increased that means company earned profits and distributed more to the equity shareholder.
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