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1. Introduction 
McDonald's, officially known as McDonald's Corporation, is an American fast food restaurant business that ranks among the top retailers of food service products worldwide, it offers quick cuisine and is well known for its Big Macs and hamburgers in general. Additionally, it employs more than 10,000 people to carry out daily tasks. Fast food restaurant business McDonald's has its corporate headquarters in Chicago. In 1940, brothers Richard and Maurice McDonald established the very first McDonald's restaurant in San Bernardino, California. Originally a drive-in, it was subsequently given a makeover, and the little restaurant was created to produce a tonne of food at cheap pricing. The food was kept basic by the brothers, consisting solely of hamburgers, potato chips, beverages, and pie, to achieve this. The brothers' inventive pricing strategies made it possible to provide a basic hamburger for only 15 cents, or roughly half the cost of rival eateries. The brothers launched a franchise system as a result of McDonald's huge popularity. Ray Kroc, a salesperson, convinced McDonald's to buy appliances after being captivated by their requirement for eight malts and shake mixers. Later, he was hired by the brothers as a franchise agent (Abdelali and Ngah., 2019). They provide a wide range of items, however, the majority of their customers choose to order McAloo, Pizzas, Cokes, Iced Tea, Mcaloo Tikki, Chicken Kabab Wraps, and a variety of hamburgers. Although hamburgers will be the primary subject of this paper.
[bookmark: _Toc124338019]The burger product range of McDonald’s has been selected for this paper due to the good brand image of McDonald’s and how astonishingly it remained a major company in the industry for such a long time even after it received cut-throat competition from all other competitors. This paper critically investigates the demand, market equilibrium, and price elasticity of this product range of burgers from McDonald's for a greater economic understanding of all the concepts along with the organization. 
2.Demand and market equilibrium 
Demand is among the most important aspects of economics. In economics, the term "demand" refers to both a consumer's willingness and desire to pay a specific price for goods and services. When a product's price increases, the demand for it frequently decreases. In a similar vein, the amount required will increase when a product's price decreases. 
[bookmark: _Toc124338020]This economic position of equilibrium is what every industry works to obtain. It may be described as an instance where the quantity provided and needed are the same. The market is said to be in equilibrium if the volume demanded and the volume provided is the same at the market pricing. Similar to the equilibrium price, the equilibrium quantity is the amount that corresponds to the equilibrium price at which the amount given and demanded are equal (Rajawat, et al., 2020). This price is referred to as the equilibrium price, and the quantity which correlates to that price is referred to as the equilibrium quantity.
3. Law of Demand
[bookmark: _Toc124338021]According to the law of demand, demand for any product decreases as prices increase, and desire for the same thing increases as prices decrease. For instance, if a company releases too many items, they risk having unsold inventory in a warehouse because products with a best-by date may expire before customers can buy them (Pajić, 2019). On the other hand, if a company doesn't have adequate inventory, customers may choose one of its rivals instead and may not return. However, this perspective of demand is incredibly oversimplified and leaves out all of the potentials outside influences. The demand for items from customers may change even while pricing remains stable. This is brought on by external factors such as changing fads, global events, regional and state economies, and even a waning sense of brand identity.
4. Factors 
Several market factors have a significant impact on demand, they are as follows:
Price of substitutes: Any alternative, replacement, or endorsement of products on the market is considered a substitute product. In other terms, it refers to a good or product that serves as a substitute or an alternative to a more widely used item without significantly altering the final product's composition, look, or use. There are a few substitute products available on the market and the largest and most significant is the burgers produced by Burger King, after McDonald's, it is the second-largest hamburger chain in the country. Burger king has significantly increased its product pricing, and also recently announced another price raise of 46 of its products by 4.5 percent on average (Andreyeva, et al., 2010). As the price of Burger king increases its demand is expected to be lower and this will increase the demand for the McDonald's burger as the majority of the customers will find comfort in cheaper products while maintaining the quality.
Price of complements: A complimentary good or service is utilized in conjunction with another good or service. Typically, the complimentary product has little to no value when ingested by itself. However, when combined with another item or service, it raises the bid's total worth. There are several complementary products offered such as French fries, coke, and add-ons such as cheese, meat slices, etc., and as they always focused on providing quality food at low prices the complement’s prices are not increasing exponentially. Coca-Cola at McDonald's costs around the same as a Coke at Burger King (Allo, et al., 2018). Apart from that demand for related goods will have a negative cross-elasticity. If the cost of one thing increases, demand for both related goods will decline.
Consumer Income: Demand for everyday things declines as income rises. An inverse correlation exists between income and less expensive things. The desire for inexpensive things reduces as income grows, whereas the demand for inexpensive goods increases as income falls. When consumers' income rises, they are more inclined to spend money, especially on higher-quality goods. As a result, the type of product or service will also influence the shift in spending patterns. Consumer income is decreased due to the recent worldwide pandemic and price inflation, and this had a negative impact on the business as more consumers are utilizing cheaper sources.
Customer tests and preferences: The consumer's preferences and tastes may influence the demand for a certain commodity. Any positive shift in consumer preference will lead to an increase in demand for said good, whereas any negative shift would lead to a reduction. The customers' tastes and preferences are changing rapidly and the majority of the customers are becoming health conscious and aware of their foods, reading labels, and counting calories. This effect has a huge negative impact on McDonald's as it is a fast-food retail chain.
Customer expectations of price: Consumers make decisions based on the prices they see and the pricing information they get from different sources. As a result, the price anticipation may change the purchasing behavior in either direction, hastening or delaying the present purchase. The customers anticipate an increase in the prices due to inflation, and this has a positive impact on the demand as there is more demand for the product.
[bookmark: _Toc124338022]Demographics: The total quantity of goods purchased by the consumers will be dependent on the number of available consumers hence it can be stated that demand increases with population. The number of buyers has been decreasing recently due to the trend shift in healthy food alternatives and avoiding unhealthy junk foods, however, the 2020 sales portrayed a significant drop of 6.8 percent compared to the previous year but still, McDonald's dominates the industry with a sale of $93.3 billion in 2020.
5. Price Elasticity 
The degree to which consumer behaviour is influenced by price changes is known as the price elasticity of demand. After critically analysing it has been discovered by economists that certain goods are very inelastic in nature. That signifies that factors such as a reduction in price do not impact the result such as an increase in demand on the other hand the demand also remains majorly unchanged in case of an increase in the price of that commodity. For instance, gasoline has very little price elasticity of demand as the drivers will continue to purchase gasoline as per their needs irrespective of the price hike or fall similarly, the airlines, trucks, and all other vehicles as well will remain unhindered (Aigner-Walder, 2015). Some other goods possessed more elastic properties as even small alterations in the prices of these goods brought about significant changes in the demand and supply of these goods. Furthermore, this concept is highly investigated among marketing professionals as their goal is to achieve inelastic demand for the products marketed by them and they accomplish this by finding a unique trait in their items that other items in the market lacks. Moreover, there are five crucial factors that impact the price elasticity of demand:
Nature of commodity: The price elasticity of demand will be significantly lower if the product or service is desired out of need, rather than want, as in the scenario of insulin which is a requirement of the client and not a wish. In contrast, the price elasticity of demand is frequently higher for the goods purchased out of wish such as luxury goods. The chosen product line, in this case, is hamburgers and this falls under the category of junk food which is often categorized as a luxury item hence it has a high price elasticity which means the demand of customers will be highly dependent on factors such that even small changes for instance increased price or decreased income will result in lower demand for the product (Bochanczyk-Kupka, 2019).
Availability of substitute: If there are available similar products and substitutes in the market which opens options for the customer to switch to then the price elasticity of demand will be considered elastic. However, inelastic demand would occur if consumers are unable to do so. There are already a number of competitors producing hamburgers for instance Burger King, providing suitable options to the customers. Hence, the demand can be considered elastic as impacts from the previous factors such as price and income or even customer taste can result in lower demand.
The proportion of income spent: A consumer is said to have a higher elastic demand when a commodity accounts for a sizeable chunk of their income, whereas the price elasticity of demand seems to be more likely to be low when they spend a relatively small share of their available money on a particular thing (Ludbrook, 2019). A change in an item's price has only a minor impact on a consumer's propensity to purchase the thing if the price elasticity is low. Although purchasing just a hamburger does not claim a hefty percentage of the consumer’s income but customers rarely purchase such singular hamburger moreover purchasing a meal or hamburger including the complementary items often costs much more, not only that but repeating this on a regular basis does require a good proportion of their income. Hence it can be concluded that this product has a high price elasticity. 
The price elasticity of the company's food and non-alcoholic beverage offerings is often less than one. The demand for food or drink is thought to be extremely dependent on fluctuations, and one interpretation of this elasticity further predicts that demand will drop by 0.8 to 0.7 percent if prices go up by 1 %. As a result, the price elasticity of fast-food restaurants usually varies from 0.7 to 0.8.
[bookmark: _Toc124338023]The demand for McDonald's products is elastic, which means that short-term swings in demand may result from alterations in price caused by corporate decisions and government actions such as subsidy and tax policies. Without spending much time on a brand, consumers may still derive value from it (Zhu, et al., 2019). Furthermore, they don't develop a strong attachment to the meals and drinks provided, preventing them from reducing their purchases or switching to alternatives. In actuality, the availability of several alternatives helps to increase the demand elasticity for the organization. Additionally, many stakeholder groups that work to change how people choose healthy foods in society are concerned about the quality of the food the firm serves. As a result, McDonald's company is still susceptible to variables that have an impact on the demand for its products as well as their costs.
6. Income Elasticity of Demand
[bookmark: _Toc124338024]Every McDonald's location provides conventional food and drinks options alongside demand and supply curves that follow accepted market standards. A price increase impacts a rise in supply while demand is rising or stable. The price elasticity of demand, however, shows that while other market parameters are unchanged, a price increase is associated with a decrease in demand. When their income rises, consumers purchase more things from McDonald's. At the same time, individuals only buy what they need to survive tough economic times when they lose their jobs or see a downturn in their enterprises and have less money to spend. As a result, McDonald's goods have elastic income elasticity. However, substantial increases in consumer income only briefly increase consumption of particular meals, such as the hamburgers on the dollar menu, before consumers move to more costly menu items, they believe to be healthy. In this case, the burger's excellence and income flexibility are compromised (Schwartz, 1997).
7. Impact of government policy
Government policies have a significant impact on the market as the implementation of a policy by the government can alter social norms in the workplace. Moreover, factors such as political conditions, government taxation policies, interest rates set by the government, regulations, and permits all have significant impacts on the market. For instance, the government can increase the tax on unhealthy junk food while granting subsidiaries for business that provides healthy alternatives. Needless to investigate the effects of such actions as junk food prices surge up due to the taxes while healthy foods become cheaper will create a huge shift in demand. In addition, there is a strong focus on healthy food choices in society due to the increasing frequency of lifestyle disorders like obesity and diabetes (Lal and Staelin., 1984). Due to the industry's detrimental impacts on society, individuals and health agencies in multiple nations are pushing for limitations mostly on the promotion of fast-food outlets as well as the application of tariffs.
[bookmark: _Toc124338025]The business plan of McDonald's has not yet been seriously hampered by a dramatic change in policy, but the corporation is cognizant of the potential risks such a legislative change may pose to its profitability. Overall, the influence of technology advancements, societal variables, the retail environment, governmental regulations, and shifting economic conditions on McDonald’s products vary according to the nations in which the firm conducts business.
8.Pricing policy
McDonald's should employ a Cost-based pricing policy as this calculates the cost of the product and adds a margin of profit for the most optimal pricing. This pricing policy is the most optimal as compared to the other policies moreover this allows the company to retain profits while also maintaining low enough prices to maintain a competitive edge in the market. As low-cost pricing is one of the major aspects of McDonald’s while maintaining the quality of the product. 
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