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Executive Summary
The report will use four models for analysis: PESTEL Porter’s Five Forces, VRIO and SWOT.This report analyzes the British McDonald's Corporation through these four models. The analysis results show that McDonald's still maintains a stable market share in the UK by virtue of its scale advantage, brand recognition, and business model. However, it is currently facing huge competitive pressure. The UK fast food restaurants is confronted with multiple problems, such as legal restrictions, rising labor costs, increasing raw material prices, the emergence of various substitutes, and the participation of various online services, which have increased the competitive pressure on McDonald's. In recent years, McDonald's has still had mobile app ordering and a good customer loyalty, which has certain commercial value but is not scarce. Overall, McDonald's is still in a leading position at present, but whether it will remain leading in the future depends on whether it can win the choice of consumers trust.
[bookmark: _Toc861768763]Introduction
As the head of the strategic marketing department of McDonald's UK, this report will analyze McDonald's UK. As a multinational fast food company, McDonald's enjoys extremely high popularity and market scale. According to the data of McDonald's UK and Ireland, there are currently over 1,450 restaurants in the UK and Ireland, serving approximately 40,000 customers daily, and employing over 177,000 people. These figures fully demonstrate McDonald's influence in the UK and Ireland.(McDonald’s UK & Ireland, 2025).
This report will employ four models for analysis, namely PESTEL, Porter's Five Forces, VRIO, and SWOT. Firstly, PESTEL will be used to analyze the macro external environment. Secondly, Porter's Five Forces will be utilized to examine industry competition. Then, VRIO will be applied to assess the internal advantages of the enterprise. Finally, SWOT will be used to summarize.
This report critically analyzes McDonald's in the UK from a two-sided perspective. The current market leadership does not guarantee a sustained and stable advantage, especially under the influence of policy and legal changes, rising raw material prices, and shifts in consumer preferences. At present, the core of McDonald's is not whether it remains a dominant competitor, but rather maintaining its lasting influence under the existing advantages. McDonald's 2025 report indicates that it has nearly 210 million active users in 70 markets, demonstrating its significant influence and consumer base in the fast food sector. However, whether it can maintain this in certain aspects depends on the execution plans of its competitors.(McDonald’s Corporation, 2026).

situation analysis
[bookmark: _Toc1872517679]2.1 PESTEL Analysis
Political factors are important because the UK government is taking a more interventionist approach to food policy and public health. For McDonald’s, this creates continuing pressure around how the brand presents value, how indulgent products are framed, and how closely the business is associated with wider debates about obesity and diet quality.
Economic conditions remain difficult rather than disastrous. In the three months ending January 2026, the UK economy showed modest growth, but food inflation stayed elevated and labour costs continued to increase. Official data show that food and non-alcoholic beverage prices rose by 4.5% in December 2025 compared with a year earlier, and the National Living Wage for workers aged 21 and above will rise to £12.71 in April 2026 (Office for National Statistics, UK, 2026a; Office for National Statistics, UK, 2026b; UK Government, 2025). This matters because McDonald’s benefits from demand for value, yet its own operating costs are also rising, which makes simple price discounting harder to sustain.
Social factors remain highly relevant to McDonald’s because customer expectations in the UK fast-food market now go beyond food alone. Research shows that customer satisfaction is influenced not only by product quality, but also by tangible aspects of service and the reliability of the overall experience (Nguyen et al., 2018). At the same time, public concern about health and diet continues to shape how large fast-food brands are viewed.
Technological factors are closely tied to changes in customer behaviour. Recent studies indicate that in the realm of online food ordering and delivery, the quality of app services and customer expectations significantly impact customer satisfaction and the likelihood of repeat use. (Bonfanti et al., 2023; Lin et al., 2024). This helps explain why McDonald’s continues to prioritise digital ordering, delivery and loyalty systems. However, these tools are no longer unique in the sector, so their value depends more on execution than on novelty.
Environmental factors are also becoming more important. McDonald’s reported that by the end of 2024 it had reached 90.93% progress towards sourcing all primary guest packaging from renewable, recycled or certified materials (McDonald’s Corporation, 2025). This suggests visible progress, but it should be treated as part of an ongoing process rather than a finished achievement. Environmental performance now affects reputation, legitimacy and long-term operating costs at the same time.
Legal factors are especially significant because regulation now directly affects how large food businesses market and present their products. Since April 2022, large food businesses in England have been required to provide calorie labeling, and further restrictions on advertising less healthy food and drink products came into effect in January 2026. (Department of Health and Social Care, UK, 2021; Department of Health and Social Care, UK, 2024). For McDonald’s, this is not only a compliance issue; it also shapes promotion, product emphasis and brand positioning in a stricter regulatory environment.
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Table 1. McDonald’s UK PESTEL Analysis
	Factor
	Evidence and implication for McDonald’s UK
	Overall effect

	Political
	Greater policy intervention in food and public health increases scrutiny of large chains.
	Moderate threat

	Economic
	Food inflation and higher wages raise costs, although value positioning still appeals to price-conscious consumers.
	Mixed

	Social
	Convenience remains important, but health concerns continue to shape attitudes to fast food.
	Mixed

	Technological
	Digital ordering, loyalty and delivery support convenience, but these tools are becoming expected across the sector.
	Moderate opportunity

	Environmental
	Packaging and waste expectations are rising; visible progress helps credibility but does not remove operational pressure.
	Mixed

	Legal
	Calorie labeling and advertising restrictions affect how products are marketed and promoted.
	Moderate to high threat


Model summary. The PESTEL analysis suggests that McDonald’s UK operates in a market where regulation, cost pressure and changing customer expectations are increasing, but its scale and adaptability still give it more room to respond than many smaller competitors.
[bookmark: _Toc1332586769]2.2 Porter’s Five Forces Analysis
Threat of New Entrants. The threat of new entrants is moderate rather than high. Opening an individual food outlet is not especially difficult, but building a national fast-food chain is far harder because firms need sites, capital, supply-chain coordination, labour systems and strong brand recognition. McDonald’s benefits from all of these barriers, which helps protect its position in the UK market (Porter, 2008).
Bargaining Power of Suppliers. Supplier power is best seen as moderate. McDonald’s scale gives it considerable buying leverage, yet it still depends on agricultural inputs, packaging suppliers and logistics partners that are exposed to inflation, regulation and disruption. In practice, this means scale reduces pressure, but it does not eliminate it.
Bargaining Power of Buyers. Buyer power is high because customers have many alternatives and very low switching costs. Consumers can compare prices, offers and delivery options quickly, especially through apps and digital channels. Loyalty schemes may improve retention, but they do not fundamentally remove buyer choice.
Threat of Substitutes. The threat of substitutes is higher than other aspect. McDonald’s competes not only with burger chains, but also with fried chicken, pizza delivery, coffee chains, supermarket meal deals and convenience food. This wide substitute set limits pricing freedom and keeps pressure on the company to remain convenient as well as affordable.
Competitive Rivalry. Competitive rivalry in the UK fast-food market is very high. Large brands such as KFC and Domino’s already operate at significant scale, while delivery platforms make competition even more visible. As a result, McDonald’s is competing in a market where price, location, service speed and menu relevance are constantly under pressure (KFC UK & Ireland, 2025; Domino’s Pizza Group, 2025).
Table 2. McDonald’s UK Porter’s Five Forces
	Force
	McDonald’s UK assessment
	Reasoned judgement

	Threat of new entrants
	Medium
	Entry is possible, but scaling is hard because of sites, capital, systems, compliance and brand barriers.

	Bargaining power of suppliers
	Medium
	McDonald’s scale helps, but food, packaging and logistics remain exposed to external cost pressure.

	Bargaining power of buyers
	High
	Switching costs are low and consumers can compare offers quickly.

	Threat of substitutes
	High
	Customers can switch to fried chicken, pizza, coffee chains, supermarkets and delivery-led alternatives.

	Competitive rivalry
	Very high
	Major chains compete on location, price, digital convenience, product launches and value offers.


Model summary. Porter’s Five Forces shows that the UK fast-food market is structurally difficult, with especially strong pressure from buyers, substitutes and rivalry, so McDonald’s advantage comes less from operating in an attractive industry and more from executing better within it.
[bookmark: _Toc653365908]2.3 VRIO Analysis
Valuable. McDonald’s resources are clearly valuable because they help the company attract customers, operate efficiently and defend market share. Its brand recognition, dense restaurant network, franchise structure and digital ecosystem all support convenience and repeat purchase, which are commercially important in the UK fast-food sector.
Rare. Some of McDonald’s resources are also rare, especially when scale is taken into account. Many competitors have strong brands or digital tools, but far fewer can combine a nationally recognised brand with such an extensive physical network and mature franchise system. This makes McDonald’s position stronger than that of smaller chains.
Inimitable. A key reason these resources matter is that they are not easy to imitate. Competitors may copy individual products, app functions or promotions, but they cannot quickly reproduce the history, routines, supplier relationships and organisational coordination that support McDonald’s large-scale consistency. That makes imitation possible in parts, but difficult in the full system (Barney, 1991).
Organization McDonald’s is also organised to exploit these resources. The company’s franchise-led operating model, established processes and continued investment in delivery, digital ordering and loyalty suggest that it is structured to turn its resources into performance. Even so, not every capability creates sustained advantage; some, such as app ordering, may only provide temporary advantage because rivals are catching up.
Table 3. McDonald’s UK VRIO Analysis
	Resource / capability
	V
	R
	I
	O
	Strategic implication

	Brand, network and franchise model
	Yes
	Yes
	Yes
	Yes
	Sustained advantage

	Operational consistency and supply-chain coordination
	Yes
	Yes
	Yes
	Yes
	Strong long-term advantage

	Digital app, loyalty and delivery
	Yes
	Partly
	Partly
	Yes
	Temporary advantage / parity risk

	Value positioning
	Yes
	No
	No
	Yes
	Competitive parity

	Sustainability progress
	Yes
	Partly
	No
	Yes
	Reputation support


Model summary. The VRIO analysis indicates that McDonald’s strongest and most defensible advantages lie in its brand, network and operating system, while digital capability remains important but must be renewed continuously because it is no longer rare by itself.
[bookmark: _Toc539065873]2.4 SWOT Analysis
Strengths. McDonald’s main strengths lie in its scale, brand familiarity, dense store coverage, franchise model and operational consistency. These factors make the brand easy to access and easy to trust, which is important in a market where convenience often matters as much as product quality.
Weaknesses. Its weaknesses are equally clear. McDonald’s still carries a strong association with unhealthy fast food, which leaves it exposed in a regulatory climate shaped by obesity concerns and public-health intervention. The business is also labour intensive, so wage inflation remains a meaningful pressure on margins.
Opportunities. The company’s main opportunities come from adapting faster than smaller rivals. It can use loyalty data to personalise offers, strengthen less regulation-sensitive menu categories, and turn visible sustainability improvements into a source of consumer reassurance. In a market under policy pressure, speed of adaptation matters.
Threats. The major threats are tighter health regulation, continued cost inflation, strong substitutes and intense rivalry from other established chains. Consumers can also switch quickly on price and convenience, which means McDonald’s cannot rely on brand strength alone to protect its future position.
Table 4. McDonald’s UK SWOT Matrix
	Strengths
	Weaknesses

	
• Strong brand recognition and trust
• Extensive UK and Ireland network
• Franchise-led scale and operational discipline
• Strong convenience proposition across dine-in, takeaway and delivery
	
• Strong association with unhealthy fast food
• Labour-intensive model exposed to wage increases
• Some visible strengths, such as app ordering, are becoming industry norms
• Regulatory exposure around menu promotion and health positioning

	
Opportunities
• Use loyalty data to sharpen personalised offers
• Expand categories less exposed to regulation
• Turn sustainability progress into trust and legitimacy
• Out-adapt smaller competitors in compliance and execution
	
Threats
• Further tightening of health and HFSS regulation
• Persistent food and labour cost pressure
• Strong substitutes and intense rivalry
• Consumers can switch quickly on price and convenience


Model summary. Overall, the SWOT analysis presents McDonald’s as a strong but increasingly defensive market leader whose future performance will depend on how well it protects value, responds to regulation and keeps its convenience proposition relevant.
[bookmark: _Toc329441146]Conclusions
The analysis in this report suggests that McDonald’s UK remains strongly positioned, but not comfortably so. The external environment is becoming more restrictive and more expensive. Health regulation is tighter, labour costs are rising and buyer power remains high. At the same time, the industry structure is unforgiving. Rivalry is intense, substitutes are plentiful and many of the tools that once appeared innovative, such as app-based ordering and loyalty, are becoming expected across the sector.
McDonald’s still possesses meaningful advantages. Its brand, physical scale, franchise system and operational consistency remain strategically important, and they are more durable than some of the more visible features of contemporary fast-food marketing. However, future success will depend less on sheer size and more on how intelligently the firm uses it. In practical terms, that means defending value without relying too heavily on discounting, using digital tools without overestimating their rarity, and continuing to build legitimacy in a market where health and sustainability expectations are unlikely to weaken. McDonald’s remains strong, but its strength now has to be renewed rather than assumed.
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