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This essay lights upon the impacts of globalisation in the fast-food industry and more specifically the globalisation of McDonald’s


1. [bookmark: _Toc68460526]Introduction
This essay lights upon the impacts of globalisation in the fast-food industry and more specifically the globalisation of McDonald’s. The pandemic crisis impacted many business sectors globally, including the fast-food industry. Due to the Covid-19, the fast-food industry revenue in a global context is 30 per cent down compared to years before the pandemic (Bloomberg, 2020). Globally, McDonald’s is one of the fast-food chains that implemented many changes and improved their policies, so they abide by the government rules worldwide and adapt to these globalisation impacts in each country they operate. Therefore, it is vital to understand these globalisation changes by analysing their globalisation impact on the chosen fast-food industry. This essay will provide an up-to-date critique of the company, a brief historical background of the chain, and their current marketing direction in a global context by using 7Ps. It will also explore the fast-food chain strategy to withstand its competitors globally by using the Porter 5 Forces. Moreover, it will demonstrate the chain's segmentation, targeting and positioning strategy and recommend various direction so the chain can improve its operation globally.
1.1. [bookmark: _Toc68460527]Organisational overview

In 1937 the brothers, Richard and Maurice MacDonald, developed a food processing and production line at a small roadside restaurant near Pasadena, California. In 1954, Ray Kroc, a seller of milkshakes, offered the brothers a franchise deal and acquired large franchise rights for McDonald's in the United States. In 1961, the McDonald brothers were sold for nearly $2.7 million. McDonald's first appeared on the international market in Canada in 1967. A year later, in 1968, George Cohon bought the rights and opened his first fast food restaurant. Cohon continues to grow successfully by creating a network of 640 restaurants in Canada. The main reason for the development of MacDonald's worldwide is franchising (Vignali, 2001). 
George Cohon bought the rights and opened his first fast food restaurant. Cohon continues to grow successfully by creating a network of 640 restaurants in Canada. The main reason for the development of
Аfterwards, the fast-food chain continued its growth by establishing restaurants across more than 100 countries. Nowadays, McDonald's Corporation is a $150 billion company with more than 38,600 locations in over 100 countries and around 1.9 million workers worldwide. The United States is home to most McDonald's locations followed by China, Japan, France, Germany, Canada, The United Kingdom, Brazil, Australia and Russia. The below picture 1 shows the number of the locations in various countries (Ross, 2020).

Picture 1: Number of Mc Donald’s restaurants
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Source: (Ross, 2020)


Over the years, the company faced different challenges in global perspective that affected their sales. The most recent global factor that affected the company is considered to be the Codid-19 pandemic. All over the world the McDonalds restaurants were forced to be shut down for a limited period which let the company’s sales to fell with 3.4%, revenue with 6% and net income with 17% in the financial year ended in 31st of March 2020 (McDonalds, 2020).

Another global factor that is affecting the McDonald restaurants are the rising number of healthy consumer lifestyle. According to Janssen et al., (2020) takeaways like McDonalds and Dominos are considered to offer unhealthy food which leads to obesity and shorter life span in humans. Even though the McDonalds is offering healthier choices with less calories to its consumers such yet a large number of the world population is more focused in avoiding fast-food products in order to stay healthy and live longer. This therefore is still an ongoing treat that affecting the McDonalds sales.

Globalisation is the process of exchanging goods, information, services, cultural practices and technologies between countries, which increases the relationship between different nations around the world. Globalisation increased rapidly in the 18th century, when the strong development of transport and communications between countries was observed (Verma, Upadhayay and Bajpai, 2008).



2. [bookmark: _Toc68460528]Marketing Mix- 7Ps

Kotler and Armstrong (2010) define the marketing mix as set of tools that a firm can use to attract more clients. It is an acronym that includes Product, Place, Price, Promotion, Physical Evidence, People, and Processes.

Product: McDonald's aims to build a standardised set of products with the same taste, whether located in Italy, Singapore or South Africa. However, the adaptation to different markets can also lead to success. At the McDonald's fast-food chain, the concept of 'think global, act local' applies.  That encourages people to reflect on the planet's environmental health and act in their communities and or places where they live. The process of adapting to a particular market is of great importance. The reasons for adaptation can be many, for example, the preferences and tastes of the population, religious customs and laws, geographical location and many others. In Malaysia, Singapore and other Muslim countries where pork is not eaten, McDonald's does not offer pork. There are countries where the population does not eat beef and religious reasons, such as India. In other countries, McDonald's is changing the main menu to adapt to the market. For example, in tropical countries, McDonald's adds guava juice to its menu to meet the needs and expectations of the population. In Germany, McDonald's offers beer; in Turkey, it offers chilled yoghurt drinks, vegetarian burgers in the Netherlands and Mc Spaghetti in the Philippines. These are some of the examples of how the company adapts to different parts of the world.
Despite the small changes the company is making to adapt to different markets, the menu structure remains the same worldwide. McDonald's French fries remain their trademark and are offered and preferred by children and adults worldwide, regardless of their tastes, religion or laws.

Price: When forming the price, McDonald's uses a wide range of techniques to make a price that corresponds to the economic level in different countries worldwide. The value of the products must be competitive on the market and accessible to consumers (McDonald’s, 2020). The table below compares the prices of Big Mac burger in different countries, and the prices are calculated in pounds.
 Table 1: Comparative Big Mac prices from around the world 
	Country
	Price of Big Mac £

	
	

	Australia
	0,87

	South Africa
	0,92

	USA
	1,13

	Korea
	1,13

	India
	1,19

	New Zealand
	1,20

	Turkey
	1,25

	Japan
	1,27

	Spain
	1,44

	Brazil
	1,52

	Ireland
	1,52

	Switzerland
	1,58

	Germany
	1,58

	Italy
	1,59

	Austria
	1,61

	Belgium
	1,66

	Denmark
	1,80

	UK
	1,81


                                          Source: World Wide Web 

Process: There are 25,000 McDonald's restaurants in the world located in over 100 countries. Everywhere in the world, the process of cooking is standardized. The weight, as well as the dimensions of each of the products, are also standardized.
 This is the epitome of Globalization; McDonald's standards must be strictly adhered to everywhere. Kitchen equipment all over the world is unique. The dining rooms embody a family environment, in different countries they are decorated differently, according to the religion, traditions and culture of the population, but the main idea is to have a sense of family coziness.
Many of the companies that operate globally, in many cases, have language barriers. McDonald's successfully addresses this problem by using special software and special programs, which show employees symbols with the specified products. 

Place: The location of the sites and the structure are of great importance for the business. In this regard, McDonald's have achieved good results. All areas are located in places with a high turnover of people. Such places are for example, big cities, large retail outlets visited by many people daily; places for rest and relaxation on international highways and beyond. Also, the company in some countries such as UK and the United States offer home delivery, which makes McDonald's even more affordable for shopping, because this way customers do not even have to leave home or office, just one click can order a delicious and quick lunch or dinner (Rodionova, 2017). Even during the Covid-19 pandemic, when people could not go out and all non-essential facilities were closed, McDonald's found a solution by offering its customers home delivery.
 
Promotion: McDonald's is recognized all over the world and this is due to the numerous restaurants they have in different parts of the world, the high quality of customer service they maintain, of course the low prices they offer and the strong advertising. In different countries, the company offers different promotions and advertisements, all of which are strictly selected for the respective country. For example, in countries like India where beef is not eaten, for religious reasons and beliefs, as mentioned above, delicious beef sandwiches are not advertised. The company has a well-developed strategy for promotions, such as when buying five coffees or teas the sixth is free, and also special coupons for discounts. In the UK, for example, there was a period in which when buying a bus ticket from the city network on the back of the ticket, consumers get a discount for McDonald's, various offer menus or children's menu with a gift toy. The company also uses various advertising media such as television, radio, the internet, magazines.

People: Each year, McDonald's invests approximately £ 43 million in the development and training of its employees. Investing in employee training is important for any company, no matter how big it is. If, for example, employees are not satisfied with the working conditions, then they offer poor customer service, which would disappoint customers and they would not return. In the service field, the staff is the company's face, which means that if staff are smiling, friendly and helpful, the company is doing well. McDonald's is implementing a strategy in hiring workers, focusing on being locally sourced. The reason is that local people know best the behavior and culture of the population and the laws and customs, which will make it easier to meet the needs and expectations of local customers, which also shows globalization.

Physical Evidence: The physical evidence for McDonald's includes the clean and good atmosphere in the dining halls. The interior creates a feeling of family environment, good fast food and relaxation. Studies show that people tend to stay true to the brand, depending on what emotions and impressions it has left in them (Bell, 2011). Also, the creation of a more environmentally friendly environment makes the brand easier to distinguish from its competitors, which according to Kotler 2010 is essential for remaining at the forefront of the business (Rahbar & Wahid, 2011). 
Аfter reviewing the company's marketing mix, it is safe to conclude that McDonald's is a global company because it combines different elements of globalization and internationalization. As mentioned above, the company achieves these goals based on the maxim ``think global, act local'' (Ohmae, 1989). McDonald's is doing well with globalization, as can be seen in Figure 2 below (see Picture 2). 
                 Picture2: The Boston Group Matrix
[image: Diagram

Description automatically generated]

3. [bookmark: _Toc68460529]Porters 5 Forces 

Porter 5 Forces is a framework developed by Michael Porter and it is used to understand the industry competitiveness.  It includes five forces such as competitive rivalry which identifies the strengths of the competitors, supplier power which determines the degree of switching a supplier of goods or services, buyer power which refers to the customer’s ability to decrease the prices, threat of substitution which indicates the probability of the customers finding substitutions in the market and threat of new entry that acknowledges the company’s position that can affect others to enter the market (Magreta and Porter, 2012).

Picture 3: Porter 5 Forces Model
[image: Diagram
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Source: (Magreta and Porter, 2012)

The competitive rivalry of McDonals is considered to be very high. This is due to many existing competitors in the industry, such as Burger King and Subway, which operate worldwide. The fast-food restaurants worldwide have many companies of different sizes, similarly to McDonalds; in addition to that, the local fast-food firms add another level of competitiveness in the industry. The industry's aggressiveness is built by many companies trying to market and offer their products to many consumers. Moreover, the low switching costs are another disadvantage for MacDonald’s as buyers can easily choose to buy fast food elsewhere.

The bargaining power of buyers is also very high. Macdonald is dependent on the purchasing power of buyers so the company can survive in the industry. Since the ease of clients in changing restaurants is very high, the McDonalds customers can easily require their demands from the company. If these demands are not fulfilled, buyers can easily choose to buy their food from substitutes such as local bakeries, food outlets, and a portion of food that can be cooked at home.

The bargaining power of suppliers is considered to be weak. The weakness of this element is based on vast numbers of potential suppliers and low vertical integration. Since there are a vast number of supply choices that McDonald's can easily switch to, it weakens their bargaining power. This mainly caused by the lack of global alliance between the suppliers. In association with that, the company's suppliers are not vertically integrated, which means they do not have control over the delivery platforms connected to McDonald's departments. In addition to that, the availability of cooking materials worldwide like flour and meat reduce the supplier's power over the company. This means that the mentioned element has minimum influence on McDonald.

The threat of substitutes for MacDonald are high. This is dues to the high level of substitute availability and low switching costs. Nowadays, there are many substitutes to Macdonald products that they offer, including local bakeries and other food makers such as artisanal producers. In addition to that, all these substitutes are competitive due to their quality and price. Some of the replacements are healthier with fewer calories compared to what McDonald’s offer.

The threat of new entrants in the industry is moderate. This is due to the average capital cost, low switching cost and nigh cost for brand marketing and reputation. Presently, customers worldwide can easily choose another fast-food company and prefer to be loyal to them if they offer similar products with better quality or lower price. Still, establishing a new restaurant for SMEs or Medium enterprises is moderately easy, which might affect McDonald's' market share. However, building a solid brand name in the industry will require a considerable investment, and companies like McDonalds will be almost impossible to catch up and compete (Magretta and Porther 2012). 
 
McDonald's' market share. However, building a solid brand name in the industry will require a considerable investment, and companies like McDonalds will be almost impossible to catch up and compete (Magritte and Porter 2012



4. Segmentation, Positioning and Targeting

Nisa (2020) states that fast-food restaurants are one of the fastest-growing sectors worldwide. People are buying fast food as it timesaving and it cheap. However, people started to think about healthier choices, and fast-food restaurants like Mcdonalds struggle to meet consumers' demands. Yet, Global Fast-Food Market is growing; in 2019, the fast-food market size was reached over $640 billion, and it is expected to strike over $931 billion by 2027 (PR Newswire, 2020). This indicated that the fast-food industry is developing steadily, and restaurants like Mcdonalds should try to satisfy their clients and gain more value and reputation worldwide. According to Stasista (2019), the most valuable restaurant brand worldwide is Starbucks, with 41 billion dollars, McDonald's with 37.5 billion in second place, and KFC is in third place with 17.1 billion. The below Graph 1 displays the remaining brands such as Subway, Domino’s pizza and Pizza Hut.

Graph 1: Most valuable restaurants worldwide

[image: ]



The below Picture 4 shows a perceptual map that indicates a positioning of the McDonalds comparing to its rivals. Over the years McDonald’s has gained many direct competitors such as Starbucks, KFC, Subway and Domino’s Pizza. All these fast-food takeaway shops offer similar products which means that they are competing with each other in regards of price and food quality. 


Picture 4: Perceptual map
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From targeting point of view Table 2 shows the ideal customer profile characteristics of the MacDonald’s based on clients gender, age group, lifestyle and income : 

Table 2:  Customer profile of McDonalds worldwide
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Source: (Dudovskiy, 2016)



5. [bookmark: _Toc68460530]Conclusion and recommendations

Based on all the data discussed above, we can say that McDonald's holds second place globally after Starbucks for a fast-food restaurant with profits over $ 37 billion, followed by KFS and Subway, which have significantly lower profits (Graph 1).

In conclusion, it can be seen that McDonald's is still the leading worldwide chain and the most recognised brand for cheap products. For example, due to the covid-19, the company reduced all its prices. It closed a deal with 3rd party deliveries such as Just Eat and Deliveroo to not ask for a delivery fee when specific amounts of burgers are purchased. And this strategy has been applied all over the world with various delivery companies. Yet, McDonald's is not much valued as Starbucks for its healthy choices. In fact. MacDonald's has minimal healthy options like row carrot and yoghurt in their menu yet adapt to the constantly changing global world.

Porter 5 Force analysis shows that the industry is very competitive and rival playing aggressively to gain a more significant market share. For example, reducing their prices to attack more clients is affecting McDonald's sales. In addition to that, buyers are more attracted to the businesses that provide various products that can be purchased from local bakeries or shops. This is due to the lack of insufficient variety of products in McDonald's. Even though the buying supply of supplies is deficient, the threat of new entrants can be problematic for McDonald's as SMEs can quickly enter the market. For example, in the UK, small and medium companies have a lot of government support, leading to a high industry level of competitiveness.

From the 7Ps, McDonald is trying to adapt to each country's economic development to gain more clients and offers various products considering their ethical backgrounds. For example, in Muslim countries, they do not use pork meat in their burgers. Since McDonald's provides a franchise, they have many stores worldwide, yet their primary location remains in the high streets and motorways, which is a wise choice for the business revenue. Yet, their Promotion style is not fully applied in developing countries. For example, in the UK, they promote their products on the bus tickets, but they do not have such a promotion in Bulgaria, which is a drawback as they reach a minimal part of their targeted segmentation.

Overall, the fast-food business is very attractive and expected to grow in the coming years. For that reason, McDonald's should start doing their market research more efficiently by using surveys and interviewing people for additional products in their menus. McDonald's need to have healthy choices in its menu. Otherwise, they might lose their loyal and potential clients in the future. It is also recommended to use various promotions in different developing countries by using new social platforms such as Redditt and discord channels. Due to globalisation, many clients adapt to various modern platforms, and McDonald's are still not implanting their promotion in the above-mentioned social media channels. This will help them gain more clientele and gain more economic stability to capture a more significant market share further.

Overall, the fast-food business is very attractive and expected to grow in the coming years. For that reason, McDonald's should start doing their market research more efficiently by using surveys and intern Due to globalisation, many clients adapt to various modern platforms, and McDonald's are still not implanting their promotion in the above-mentioned social media channels. This will help them gain more clientele and gain more economic stability to capture a more significant market share further.
viewing people for additional products in their menus. McDonald's need to have healthy choices in its menu. Otherwise, they might lose their loyal and potential clients in the future
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