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This report evaluates the strategic position of McDonald’s within the UK fast-food and quick-service restaurant market. Acting as a strategic management consultant, the report assesses how McDonald’s current strategy responds to external market pressures, internal organisational capabilities, CSR expectations and future strategic choices.
The analysis shows that McDonald’s UK remains in a strong competitive position due to its established brand reputation, national restaurant and drive-thru network, franchise-based business model, operational efficiency, digital ordering capability and customer familiarity. These strengths allow the company to deliver speed, convenience, affordability and consistency at scale. However, the external environment presents significant challenges. Rising labour, food, packaging and energy costs are pressuring margins, while intense rivalry, low customer switching costs, health concerns, sustainability expectations and supermarket alternatives increase competitive pressure.
The report finds that McDonald’s existing strategy is broadly suitable, but it must continue adapting to protect long-term advantage. The recommended strategic direction is a hybrid value-differentiation strategy. This means McDonald’s UK should maintain affordable pricing and value meals while strengthening digital loyalty, operational efficiency, healthier menu options, sustainability communication and customer trust.
Overall, McDonald’s UK should not radically change its core strategy. Instead, it should build on its existing strengths while responding more clearly to economic, social, technological and environmental changes in the UK fast-food market.



[bookmark: _Toc236320615]2. Introduction
This report evaluates the strategic position of McDonald’s within the UK fast-food and quick-service restaurant market. The purpose of the report is to assess how McDonald’s current strategy responds to external environmental change, internal organisational capabilities and competitive pressure. Acting as a strategic management consultant, the report aims to identify the key strategic issues facing McDonald’s UK and propose recommendations that can strengthen its long-term competitive advantage.
McDonald’s has been selected because it is a well-established organisation with a long operating history in the UK market. The company opened its first UK restaurant in Woolwich, south-east London, in October 1974, showing that it meets the assignment requirement for an organisation operating for more than five years. McDonald’s UK and Ireland is also a major player in the sector, with recent expansion plans showing continued investment in restaurants, jobs and new formats across the UK and Ireland. 
The UK fast-food market is an appropriate focus because it is highly competitive and influenced by changing consumer behaviour, cost pressures, delivery growth, digital ordering, health concerns and sustainability expectations. Therefore, McDonald’s must protect its value proposition while adapting to a more demanding and uncertain trading environment.
To support this evaluation, the report applies strategic management frameworks including PESTEL, VRIO, SWOT, Porter’s Five Forces, CSR analysis, the Balanced Scorecard and Ansoff’s Matrix. These frameworks allow a structured assessment of McDonald’s external opportunities and threats, internal strengths and weaknesses, current strategic position and future strategic choices. The report concludes by recommending actions designed to improve resilience, customer retention and sustainable competitive performance in the UK fast-food market.

[bookmark: _Toc236320616]3. Organisational Context and Overview
McDonald’s is one of the most recognised quick-service restaurant brands in the world and has operated in the UK market for over five decades. The company opened its first UK restaurant in Woolwich, south-east London, in October 1974, which demonstrates a long-term presence and strong experience in the UK fast-food sector. Today, McDonald’s has more than 1,450 restaurants across the UK and Ireland and employs more than 135,000 people, making it a major organisation within the UK foodservice industry. 
The company’s value proposition is based on speed, convenience, affordability, consistency and brand familiarity. In the UK, this is delivered through restaurant dining, takeaway, drive-thru, delivery, self-service kiosks, mobile ordering and loyalty-based digital engagement. This combination allows McDonald’s to serve different customer occasions, including breakfast, lunch, dinner, late-night food and convenience-led purchases. The organisation’s mission and strategic purpose are strongly linked to providing accessible food at scale while maintaining operational consistency across locations.
McDonald’s business model is mainly built around franchising, supported by company-operated restaurants. At global level, approximately 95% of McDonald’s restaurants were franchised at the end of 2024, showing the importance of franchise partnerships to its growth model. This model supports rapid expansion, local market knowledge and shared investment risk, while McDonald’s retains control through brand standards, operating systems, menu strategy, supply-chain expectations and marketing. For the UK market, this gives McDonald’s both national scale and local responsiveness.
The UK fast-food and quick-service restaurant market is highly competitive. Customers increasingly expect value for money, convenience, digital access, delivery options, menu variety and responsible business behaviour. McDonald’s therefore operates in a market shaped by price sensitivity, cost pressures, health concerns, sustainability expectations and intense rivalry. Its main competitors include Burger King, KFC, Greggs, Subway, Domino’s, local takeaway operators and supermarket meal-deal alternatives. These competitors challenge McDonald’s across different areas such as burgers, chicken, breakfast, delivery, food-to-go and low-cost convenience.
Despite these pressures, McDonald’s holds a strong market position. Euromonitor reported that McDonald’s was the leading brand in UK limited-service restaurants in 2025 by value sales, supported by high customer throughput and strong performance across multiple dayparts. However, this position cannot be assumed to be secure. The company must continue adapting its strategy to protect affordability, strengthen digital engagement, improve operational efficiency and respond to changing expectations around health and sustainability.

[bookmark: _Toc236320617]4. External and Internal Strategic Analysis
[bookmark: _Toc236320618]4.1 PESTEL Analysis
A PESTEL analysis helps evaluate the macro-environmental factors influencing McDonald’s UK. This is important because McDonald’s operates in a market affected by government regulation, cost pressures, consumer behaviour, digital transformation, environmental expectations and food safety requirements.
Political factors
McDonald’s UK is influenced by government policies on employment, food standards, public health and environmental regulation. The UK National Living Wage increased to £12.71 per hour from April 2026 for workers aged 21 and over, which raises labour costs for large employers in hospitality and foodservice. For McDonald’s, this creates cost pressure because the business depends on a large workforce across restaurants, drive-thru operations and delivery preparation. However, McDonald’s scale may allow it to absorb wage increases better than smaller takeaway businesses. Politically, this creates both a threat and an opportunity: higher labour costs reduce margins, but strong employment standards may improve employer reputation if managed effectively.

Economic factors
The UK fast-food market is strongly affected by inflation, consumer confidence and disposable income. ONS data showed UK CPI inflation at 2.8% in April 2026, while CPIH was 3.0%, showing that cost-of-living pressure remains relevant for households. Food costs have also risen significantly over recent years, with UK food prices increasing by 38.6% between November 2020 and November 2025. This affects McDonald’s in two ways. First, ingredient, packaging, energy and wage costs increase operating pressure. Second, customers may become more price-sensitive and look for value meals, promotions or cheaper alternatives such as supermarket meal deals. Therefore, McDonald’s value proposition is strategically important because affordability is a key reason customers choose fast food during economic uncertainty.
Social factors
Consumer expectations in the UK are changing. Customers still want convenience and low prices, but they are also more aware of nutrition, health, allergens, sustainability and ethical sourcing. This creates pressure for McDonald’s to balance indulgent fast food with healthier options and clearer nutritional information. Large out-of-home food businesses in England with 250 or more employees are required to display calorie information, which directly applies to major brands such as McDonald’s. Social attitudes toward health can be a threat because fast-food brands are often criticised for high-calorie products. However, this also creates an opportunity for McDonald’s to improve trust through transparent nutrition, menu choice, smaller portions, salads, wraps, vegetarian options and clearer communication.
Technological factors
Technology is a major opportunity for McDonald’s UK. The business already uses self-service kiosks, mobile ordering, delivery platforms and loyalty-based digital engagement. MyMcDonald’s Rewards allows UK customers to earn points through the app, creating repeat purchase incentives and customer data advantages. Globally, McDonald’s has also set targets to expand loyalty membership and use cloud technology to improve operations and customer experience. In the UK market, digital capability can improve speed, personalisation, order accuracy and customer retention. However, dependence on technology also creates risks, including app exclusion for some customers, system failures, cybersecurity concerns and higher expectations for fast digital service.
Environmental factors
Environmental pressure is important because McDonald’s uses large volumes of packaging, energy, logistics and agricultural inputs. The UK Plastic Packaging Tax increased to £228.82 per tonne from 1 April 2026, which increases the financial importance of packaging choices and recycled content. McDonald’s UK and Ireland’s Plan for Change sets out sustainability goals across areas such as packaging, climate, waste and sourcing, showing that environmental strategy is already part of the company’s broader business direction. This creates an opportunity to strengthen brand reputation, but also a threat if McDonald’s is perceived as contributing to waste, emissions or unhealthy consumption.
Legal factors
McDonald’s UK must comply with employment law, food safety law, allergen rules, calorie labelling, franchise standards, consumer protection and environmental regulation. Food safety and allergen management are especially important because failure can damage trust and create legal consequences. Calorie labelling rules for large food businesses also require accurate and visible nutritional information. Legal compliance is therefore not only a defensive requirement but also part of McDonald’s value proposition, because customers expect safety, reliability and transparency from a leading brand.
Overall, the PESTEL analysis shows that McDonald’s UK faces pressure from labour costs, inflation, health concerns and environmental regulation. However, opportunities exist in digital loyalty, operational efficiency, transparent nutrition, sustainable packaging and value-based positioning.
[bookmark: _Toc236320619]4.2 Porter’s Five Forces Analysis
Porter’s Five Forces helps assess the competitive intensity of the UK fast-food market. The framework is useful because McDonald’s does not only compete with burger chains, but also with chicken restaurants, bakeries, coffee shops, local takeaways, delivery brands and supermarkets.
Competitive rivalry: High
Rivalry in the UK fast-food market is intense. McDonald’s competes directly with Burger King in burgers, KFC in chicken, Subway in sandwiches, Greggs in food-to-go, Domino’s in delivery, and many independent takeaways. Supermarket meal deals also create indirect competition by offering low-cost convenient meals. This rivalry increases pressure on price, promotions, speed, menu innovation and delivery availability. Although McDonald’s has strong brand recognition and scale, competitors can still challenge it through niche menus, local convenience, delivery offers or lower prices.
Threat of new entrants: Moderate
The threat of completely new national competitors is moderate because large-scale fast-food operations require investment, supply chains, sites, technology, food safety systems and brand recognition. However, smaller local takeaway businesses and dark kitchens can enter specific local markets more easily. Delivery platforms have reduced some barriers because small food businesses can reach customers without large restaurant networks. McDonald’s scale, franchise system and brand familiarity reduce this threat, but localised competition remains significant.
Bargaining power of suppliers: Low to moderate
McDonald’s has strong purchasing power because of its scale and long-term supplier relationships. Its global and UK operations allow it to influence supply-chain standards and negotiate efficiently. However, suppliers still matter because food inflation, agricultural disruption, energy prices and sustainability requirements can increase input costs. McDonald’s cannot fully avoid these pressures, especially for core ingredients such as beef, chicken, potatoes, dairy and packaging.
Bargaining power of buyers: High
Customer bargaining power is high because switching costs are low. UK customers can easily choose Burger King, KFC, Greggs, Subway, local takeaways or supermarket alternatives. Customers also compare price, convenience, promotions, delivery fees and waiting time. This means McDonald’s must keep its value proposition strong. The loyalty app helps reduce switching by rewarding repeat purchases, but customers remain sensitive to price and service quality.
Threat of substitutes: High
Substitutes are a major threat. McDonald’s competes not only with other fast-food restaurants but also with home cooking, ready meals, supermarket meal deals, coffee shops, food delivery apps and healthier food-to-go options. During cost-of-living pressure, customers may replace fast food with cheaper supermarket or home-prepared meals. This makes affordability, convenience and brand trust essential to McDonald’s UK strategy.
Overall, Porter’s Five Forces shows that the UK fast-food market is highly competitive, with strong buyer power, intense rivalry and significant substitute threats. McDonald’s must therefore maintain cost efficiency while differentiating through digital convenience, brand trust, consistent service and menu adaptation.
[bookmark: _Toc236320620]4.3 VRIO Analysis
VRIO analysis evaluates whether McDonald’s internal resources and capabilities are valuable, rare, difficult to imitate and organizationally supported. This helps identify which strengths can create sustained competitive advantage.

	Resource / Capability
	Valuable?
	Rare?
	Difficult to Imitate?
	Organised?
	Strategic Implication

	Brand recognition
	Yes
	Yes
	Yes
	Yes
	Sustained competitive advantage

	Franchise model
	Yes
	Moderate
	Moderate
	Yes
	Competitive advantage

	Digital app and loyalty programme
	Yes
	Moderate
	Moderate
	Yes
	Temporary to sustained advantage

	Supply-chain scale
	Yes
	Yes
	Moderate
	Yes
	Strong operational advantage

	Restaurant and drive-thru network
	Yes
	Yes
	Yes
	Yes
	Sustained advantage

	Menu standardisation
	Yes
	No
	No
	Yes
	Competitive parity

	Sustainability commitments
	Yes
	Moderate
	Moderate
	Developing
	Potential advantage



McDonald’s strongest resource is its brand. The company has operated in the UK since 1974 and has built high levels of familiarity and trust among consumers. Brand recognition is valuable because it reduces perceived risk for customers and supports repeat purchases. It is rare at this scale because few fast-food brands have the same national and global visibility. It is also difficult to imitate because it has been built over decades through marketing, customer experience, restaurant coverage and cultural familiarity.
The franchise model is another important capability. Globally, McDonald’s had 43,477 restaurants at year-end 2024, with approximately 95% franchised. This model is valuable because it supports expansion, local ownership, shared investment risk and operational scalability. It is not completely rare because other fast-food brands also use franchising, but McDonald’s has developed a highly organised system of standards, training, supply chains and brand control.
Digital capability is increasingly important. The MyMcDonald’s Rewards app provides points for purchases and supports repeat engagement. This resource is valuable because it supports customer retention and data-driven marketing. However, it is only moderately rare because competitors also use apps and loyalty schemes. To make this a stronger advantage, McDonald’s must continue improving personalisation, convenience and integration between app, delivery, drive-thru and restaurant service.
Supply-chain scale is also a significant strength. McDonald’s can source ingredients, packaging and equipment at large scale, helping control cost and quality. This is valuable in an inflationary market. However, it is exposed to external risks such as food inflation, climate disruption and supplier cost increases.
The UK restaurant and drive-thru network is a strong internal advantage. Physical presence supports convenience, availability and brand visibility. It is difficult for new entrants to imitate because building a large network requires capital, property access, planning permission and operational experience.
Overall, VRIO suggests McDonald’s UK has sustained advantages in brand, scale, network and operating systems. However, digital capability and sustainability must continue developing because competitors can imitate many visible features.
[bookmark: _Toc236320621]4.4 SWOT Analysis
The SWOT analysis shows that McDonald’s UK has a strong competitive base, but its future success depends on adapting these strengths to changing market conditions. Its brand, scale, franchise model, digital app and restaurant network provide clear advantages. However, these advantages do not remove the risks of cost inflation, intense rivalry and changing consumer expectations.
	Strengths
	Weaknesses

	Strong brand recognition and long UK history
	Public criticism around health and nutrition

	Large restaurant and drive-thru network
	Exposure to labour, food and energy cost increases

	Franchise model supports scale and local ownership
	Heavy dependence on high-volume, low-margin operations

	Strong digital app and loyalty programme
	Digital offers may exclude less app-confident customers

	Supply-chain scale and operational consistency
	Sustainability expectations remain challenging



	Opportunities
	Threats

	Growth in digital ordering and loyalty personalisation
	Intense rivalry from KFC, Burger King, Greggs and local takeaways

	Healthier menu innovation and transparent nutrition
	Supermarket meal deals and home cooking as substitutes

	Sustainability leadership through packaging and sourcing
	Labour cost increases and inflation

	Expansion of drive-thru, delivery and convenience formats
	Public health regulation and reputational risk

	Stronger value meals during cost-of-living pressure
	Environmental taxation and compliance costs


The main strategic issue is that McDonald’s must protect affordability while improving differentiation. If the company only competes on low price, margins may be weakened by wage, food and packaging costs. If it focuses only on premium innovation, it may lose customers who choose McDonald’s mainly for value. Therefore, the most suitable direction is a hybrid value-differentiation strategy. This would combine affordable meal bundles, improved loyalty rewards, operational efficiency, menu adaptation, healthier choices and stronger sustainability communication.
This analysis suggests that McDonald’s UK should not radically change its core strategy. Instead, it should strengthen the parts of its strategy that are most difficult for competitors to copy: brand trust, speed, convenience, digital engagement, national scale and operational reliability.
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Corporate Social Responsibility is strategically important for McDonald’s UK because the company operates in a sector closely linked with public debates about health, employment, packaging waste, climate impact and ethical sourcing. For a fast-food organisation, CSR should not be treated only as a reputational activity; it should be integrated into the business model, supply chain, employee practices and customer value proposition. Carroll’s CSR model suggests that organisations have economic, legal, ethical and philanthropic responsibilities, while stakeholder theory highlights the need to consider the expectations of customers, employees, franchisees, suppliers, communities and regulators.
McDonald’s UK and Ireland’s CSR approach is mainly communicated through its Plan for Change, which focuses on areas such as climate and nature, packaging and waste, responsible sourcing, youth opportunity and community contribution. McDonald’s states that it aims to achieve net zero emissions by 2040 across its entire business and value chain, with a further commitment to reach net zero for restaurants and offices by 2030. This is strategically relevant because environmental concerns are increasingly important in foodservice, especially where large restaurant chains use significant volumes of packaging, energy, logistics and agricultural products.
A key strength of McDonald’s CSR strategy is that it links sustainability to operational decisions rather than presenting it only as marketing. For example, McDonald’s UK and Ireland has committed to reducing packaging material across customer and kitchen areas by 20% by 2030 compared with 2023. This supports environmental responsibility while also potentially reducing packaging costs and improving operational efficiency. The company also developed a Plan for Change Scorecard to embed ethical and sustainability criteria into sourcing decisions, which shows an attempt to make CSR measurable and connected to procurement. 
However, McDonald’s CSR strategy also has limitations. The company remains exposed to criticism because its core business depends heavily on meat-based products, disposable packaging, high-volume food production and convenience-led consumption. Although McDonald’s can improve packaging, sourcing and restaurant energy efficiency, a significant part of its environmental impact is connected to agriculture and supply chains, which are harder to control directly. McDonald’s UK notes that less than 5% of its greenhouse gas emissions come from restaurants and offices in the UK and Ireland, meaning most emissions sit outside direct operations. This makes supplier engagement, farming practices and menu innovation essential if the company wants to make meaningful progress.
From a strategic perspective, McDonald’s CSR approach is suitable but must become more visible, measurable and customer-facing. The company should continue using CSR to support trust, reduce risk and strengthen differentiation. However, it should avoid presenting sustainability as a separate activity from business strategy. Instead, CSR should support competitive advantage through responsible sourcing, lower-waste operations, credible climate action, employee development and healthier menu transparency.
Therefore, McDonald’s UK should strengthen CSR in three ways. First, it should communicate progress more clearly to customers in restaurants, on packaging and through the app. Second, it should expand lower-impact menu innovation without weakening its core value proposition. Third, it should publish clear UK-specific performance data on packaging reduction, emissions progress, employee development and community impact. This would improve transparency and help McDonald’s defend its reputation in a market where customers increasingly expect brands to show both value and responsibility.
[bookmark: _Toc236320624]5.2 Balanced Scorecard
The Balanced Scorecard, developed by Kaplan and Norton, is useful because it evaluates performance through both financial and non-financial measures. This is important for McDonald’s UK because financial growth alone does not fully capture the organisation’s strategic health. In the UK fast-food market, McDonald’s must balance profitability with customer loyalty, operational efficiency, digital capability, employee development and sustainability performance.
	Balanced Scorecard Perspective
	Strategic Objective
	Suggested KPIs
	Suggested Targets
	Strategic Initiatives

	Financial
	Protect profitability while maintaining value for customers
	Sales growth, average transaction value, operating margin, franchisee profitability
	Improve sales and protect margins despite wage, food and packaging cost pressures
	Value meal bundles, cost-efficient operations, menu optimisation, franchise support

	Customer
	Strengthen loyalty, convenience and brand trust
	Customer satisfaction, app users, loyalty participation, complaint rate, repeat visits
	Increase repeat purchases and improve customer experience across restaurant, drive-thru, app and delivery
	Improve MyMcDonald’s Rewards, faster service, transparent nutrition, better personalisation

	Internal Business Processes
	Improve speed, consistency, quality and sustainability in operations
	Service time, order accuracy, waste reduction, packaging reduction, food safety compliance
	Reduce waste and improve restaurant efficiency while maintaining quality standards
	Kitchen process improvement, digital ordering, packaging reduction, supply-chain scorecards

	Learning and Growth
	Develop employees, franchisees and digital capability
	Training hours, staff retention, promotion rates, digital skills, employee engagement
	Improve staff capability and reduce turnover in a labour-intensive sector
	Training programmes, leadership development, digital skills training, inclusion initiatives



Financial Perspective
From the financial perspective, McDonald’s UK must protect profitability while continuing to offer affordable food. This is challenging because the UK foodservice sector faces cost pressure from wages, ingredients, energy, packaging and property costs. McDonald’s global business model is strongly supported by franchising, and approximately 95% of McDonald’s restaurants worldwide were franchised at the end of 2024, making franchisee performance central to the organisation’s financial strength. For McDonald’s UK, the financial objective should therefore be to maintain strong sales and margins without damaging the value proposition that attracts price-sensitive customers.
Suitable financial KPIs include sales growth, average transaction value, operating margin, franchisee profitability and digital sales contribution. The recommended initiatives are value-based meal bundles, menu optimisation, improved labour scheduling and operational efficiency. This is important because McDonald’s cannot rely only on price increases, as customers can easily switch to competitors or supermarket meal deals.
Customer Perspective
From the customer perspective, McDonald’s UK should focus on loyalty, convenience, affordability and trust. The MyMcDonald’s Rewards programme allows customers to earn points through app-based purchases, which supports repeat visits and customer engagement. Digital loyalty is important because fast-food customers have low switching costs and many alternatives. If McDonald’s can increase app usage and personalised offers, it can reduce buyer power and strengthen customer retention.
Useful KPIs include customer satisfaction scores, app engagement, loyalty membership, repeat purchase rate, complaints, delivery ratings and order accuracy. Strategic initiatives should include improving app offers, making loyalty rewards clearer, reducing waiting times and providing transparent nutritional information. This would help McDonald’s protect its value proposition while responding to social expectations around health, convenience and transparency.
Internal Business Processes Perspective
The internal process perspective is particularly important because McDonald’s competitive advantage depends on speed, consistency and operational reliability. The company’s scale only creates value if restaurants can deliver a consistent customer experience across dine-in, takeaway, drive-thru and delivery channels. McDonald’s UK and Ireland’s Plan for Change also indicates that sustainability is increasingly part of operational performance, including commitments around packaging reduction and sourcing standards.

Relevant KPIs include service speed, order accuracy, food safety compliance, waste reduction, packaging usage, energy efficiency and delivery preparation time. Initiatives should include process redesign, stronger restaurant technology, improved kitchen workflow, packaging reduction and supplier scorecards. This would allow McDonald’s to improve productivity while also supporting CSR goals.
Learning and Growth Perspective
The learning and growth perspective focuses on people, culture, skills and innovation. This is important because McDonald’s UK is a large employer and depends heavily on frontline staff, managers, franchisees and digital systems. McDonald’s UK and Ireland has also reported commitments linked to social inclusion and youth opportunity through its Plan for Change. Employee development can support better service quality, lower turnover and stronger customer experience.
Useful KPIs include employee retention, training completion, internal promotion rates, employee engagement, leadership development and digital skills capability. Strategic initiatives should include structured training, clearer career pathways, franchisee support, digital skills development and inclusion programmes. This perspective is important because technology and sustainability targets cannot be delivered effectively without trained and motivated employees.
Overall, the Balanced Scorecard shows that McDonald’s UK should measure performance more holistically. Financial success remains essential, but long-term competitive advantage also depends on customer loyalty, operational excellence, responsible sourcing, sustainability progress and employee capability. This supports the recommendation that McDonald’s UK should pursue a hybrid value-differentiation strategy, combining affordability with digital convenience, operational efficiency and responsible business practices.
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McDonald’s UK currently follows a hybrid business-level strategy, combining cost efficiency with differentiation. The company competes on affordability, speed, convenience and consistency, while also differentiating itself through brand recognition, digital ordering, drive-thru availability, delivery access, customer loyalty and sustainability commitments. This means McDonald’s does not rely only on low prices; it uses its scale, franchise model, operational systems and customer familiarity to provide a value-driven but recognisable fast-food experience.
This strategy is suitable for the UK fast-food market because customers are highly price-sensitive, but they also expect speed, convenience, digital access and brand trust. McDonald’s UK benefits from its established brand and large restaurant network, while its MyMcDonald’s Rewards scheme supports repeat purchases through app-based loyalty. McDonald’s UK states that MyMcDonald’s Rewards is its customer loyalty scheme and customers can earn points through the McDonald’s app, which supports digital engagement and customer retention. 
However, the current strategy also faces pressure. McDonald’s must manage rising wage, food, packaging and energy costs while continuing to offer value. The UK National Living Wage increased to £12.71 per hour from April 2026, increasing cost pressure for labour-intensive foodservice businesses. Therefore, McDonald’s UK must strengthen operational efficiency and digital loyalty while protecting its affordability-based value proposition.

[bookmark: _Toc236320627]6.2 Alternative Strategic Choices
McDonald’s UK has several strategic choices available. The first option is cost leadership, where the company focuses on low prices, efficient operations, high-volume sales and economies of scale. This option fits McDonald’s because the company has a standardised operating model, strong supply-chain capability and a franchise-based system. It is also attractive during cost-of-living pressure, when customers are looking for affordable meals. However, pure cost leadership may reduce margins if McDonald’s uses heavy discounting while labour, food and packaging costs continue to rise.
The second option is differentiation. This would involve McDonald’s making its offer more distinctive through digital loyalty, improved customer experience, menu innovation, sustainability, healthier options and stronger brand trust. Differentiation is useful because customers have many alternatives, including Burger King, KFC, Greggs, Subway, local takeaways and supermarket meal deals. However, pure differentiation could also be risky if it increases prices or makes the menu too complex, because many customers choose McDonald’s for affordability and speed.
The third option is focus strategy, where McDonald’s would concentrate on a narrower customer group, such as families, students, delivery customers, breakfast users or health-conscious customers. This could help McDonald’s create targeted value propositions, but it would not be suitable as the main strategy because McDonald’s competitive strength comes from mass-market scale and broad customer appeal.
The fourth option is product development, using Ansoff’s Matrix. McDonald’s could introduce healthier products, lower-carbon menu items, limited-time offers and locally relevant products. This would help respond to health and sustainability expectations, but it must not damage speed, consistency or kitchen efficiency.
The fifth option is market development, where McDonald’s expands into more UK locations, smaller formats, drive-thru sites and delivery-focused models. This could support growth, but it may require high investment and careful management of property, labour and planning constraints.

[bookmark: _Toc236320628]6.3 Recommended Strategic Option
The most appropriate option for McDonald’s UK is a hybrid value-differentiation strategy. This strategy combines the strengths of cost leadership and differentiation. McDonald’s should continue protecting affordability through value meals, meal bundles and operational efficiency, while also differentiating through digital loyalty, convenience, sustainability, menu adaptation and customer trust.
This strategy is stronger than pure cost leadership because competing only on price may damage margins. It is also stronger than pure differentiation because McDonald’s cannot move too far away from its core value proposition of accessible, affordable and convenient food. A hybrid approach allows McDonald’s UK to protect its mass-market appeal while adapting to changing customer expectations.
The recommended strategy should focus on five priorities. First, McDonald’s should strengthen value through affordable meal bundles and app-based offers. Second, it should develop digital loyalty by improving personalisation, repeat-order options and targeted promotions. Third, it should improve operational efficiency through technology, labour scheduling, menu simplification and kitchen process improvements. Fourth, it should adapt the menu with healthier and lower-impact options while avoiding unnecessary complexity. Fifth, it should communicate sustainability progress more clearly to customers.
This recommendation also links to McDonald’s UK and Ireland’s Plan for Change, which includes commitments such as reaching net zero emissions by 2040 across the entire business and value chain and reducing packaging material by 20% by 2030 compared with 2023. This supports the argument that sustainability should be integrated into business strategy rather than treated as a separate CSR activity.

[bookmark: _Toc236320629]6.4 SAFE Evaluation
The SAFE framework evaluates the recommended strategy through suitability, acceptability and feasibility.



	SAFE criterion
	Evaluation of hybrid value-differentiation strategy

	Suitability
	The strategy is suitable because it responds to the main external and internal issues identified in the report. It protects value during cost-of-living pressure, uses McDonald’s strengths in scale and digital capability, and responds to competition, customer expectations and sustainability pressure.

	Acceptability
	The strategy is acceptable because it benefits key stakeholders. Customers receive affordable meals and improved convenience; franchisees can benefit from stronger sales and loyalty; employees benefit from clearer systems and training; and communities may benefit from improved sustainability and employment commitments.

	Feasibility
	The strategy is feasible because McDonald’s already has strong brand recognition, a large restaurant network, digital ordering capability, a franchise system and established sustainability plans. However, feasibility depends on controlling costs, aligning franchisees and avoiding operational complexity.



Overall, the SAFE analysis supports the recommended strategy. It fits the external market conditions, is likely to be acceptable to customers and franchisees, and is realistic because it builds on McDonald’s existing capabilities rather than requiring a radical strategic change.
6.5 Gap Analysis
Gap analysis helps identify the difference between McDonald’s current position and the position required to implement the recommended strategy successfully.



	Area
	Current position
	Required future position
	Strategic gap

	Value proposition
	Strong value image, but pressure from inflation and competitors
	Clearer value bundles and targeted app offers
	Need to protect affordability without reducing margins

	Digital loyalty
	MyMcDonald’s Rewards supports repeat purchases
	More personalised, data-led customer engagement
	Need stronger use of customer data and loyalty insights

	Operations
	Strong standardised systems and fast service
	Greater efficiency across dine-in, drive-thru, delivery and app orders
	Need to reduce waiting times, errors and labour pressure

	Menu
	Core menu is familiar and popular
	Balanced menu with value, healthier options and limited innovation
	Need to innovate without creating complexity

	CSR and sustainability
	Plan for Change sets clear commitments
	More visible customer-facing evidence of progress
	Need stronger communication and measurable UK-specific reporting

	People and skills
	Large workforce and franchise network
	Better digital, service and sustainability capability
	Need ongoing training and employee engagement



The main gap is that McDonald’s UK has strong existing resources, but it must use them more effectively to respond to changing market expectations. Its digital loyalty programme, sustainability commitments and operational scale already exist, but they need to be better integrated into a clear strategic direction. The company must move from simply offering fast and affordable food to offering fast, affordable, digitally connected and more responsible foodservice.
6.6 McKinsey 7S Framework
The McKinsey 7S framework helps identify the organisational changes required to implement the recommended strategy.
	7S element
	Application to McDonald’s UK

	Strategy
	McDonald’s UK should pursue a hybrid value-differentiation strategy focused on affordability, digital loyalty, efficiency, menu adaptation and sustainability.

	Structure
	The franchise model should support local responsiveness while maintaining central control over standards, brand, technology and sustainability goals.

	Systems
	Digital ordering, loyalty data, kitchen processes, supply-chain systems and sustainability reporting should be aligned to the recommended strategy.

	Skills
	Employees and managers need skills in digital service, customer experience, operational efficiency, food safety and sustainability practices.

	Staff
	Staff engagement and retention are important because service quality depends heavily on frontline employees and restaurant managers.

	Style
	Leadership should be data-led, customer-focused and collaborative with franchisees to ensure consistent implementation.

	Shared values
	McDonald’s should reinforce values around value, convenience, consistency, inclusion and responsible business.



The 7S analysis shows that strategy implementation will require more than new menu items or marketing campaigns. McDonald’s UK must align systems, staff, skills and shared values with its strategic goals. For example, digital loyalty will only succeed if restaurant teams can deliver fast and accurate service across app, kiosk, counter, drive-thru and delivery channels. Similarly, sustainability commitments will only be credible if they are embedded in sourcing, packaging, waste management and restaurant operations.
6.7 Impact on Financial Performance and Organisational Effectiveness
The recommended strategy can improve financial performance by strengthening customer retention, increasing repeat purchases and protecting margins through efficiency. App-based loyalty can encourage repeat visits and allow McDonald’s to use targeted promotions rather than broad discounting. This is important because targeted offers can protect value perception while reducing the risk of unnecessary margin loss.
Operational efficiency can also improve profitability by reducing waste, improving labour productivity, increasing order accuracy and speeding up service. Faster service can increase customer throughput, especially during peak periods, drive-thru demand and delivery preparation. Menu optimisation can also improve financial performance by reducing complexity and focusing on products with strong demand and margin potential.
The strategy can also improve wider organisational effectiveness. Better training and staff development can improve service quality and employee retention. Stronger sustainability communication can improve brand trust and reduce reputational risk. Clearer franchisee alignment can support consistent implementation across restaurants. Therefore, the recommended strategy supports both financial and non-financial performance, which is important for long-term competitive advantage.
6.8 Implementation Challenges and Solutions
The first challenge is cost pressure. Rising wages, food costs, packaging costs and energy prices may make it difficult to maintain affordability. McDonald’s should respond through menu engineering, supplier collaboration, better forecasting, waste reduction and operational efficiency rather than relying only on price increases.
The second challenge is franchisee alignment. Because McDonald’s operates through a franchise model, implementation depends on franchisee commitment. McDonald’s global restaurant system is heavily franchised, with around 95% of restaurants franchised at the end of 2024, meaning franchisee profitability and cooperation are central to successful implementation. McDonald’s should involve franchisees early, share evidence from pilot schemes, provide training and ensure that new initiatives support sales and margins.
The third challenge is operational complexity. More digital orders, delivery demand, menu innovation and sustainability processes could create pressure on restaurant teams. McDonald’s should use pilot testing, phased rollout, staff training and clear KPIs before expanding major changes nationally.
The fourth challenge is CSR credibility. Customers may be sceptical if sustainability claims are not supported by visible progress. McDonald’s should publish clear UK-specific progress updates and communicate achievements honestly through restaurants, packaging, the app and corporate reporting.
The final challenge is digital exclusion. Some customers may not want to use the app or digital ordering. McDonald’s should maintain multiple ordering channels, including counter service, kiosks, drive-thru and app ordering, to ensure convenience remains accessible to all customer groups.
Overall, implementation should follow a phased approach: pilot, measure, improve and scale. Key performance indicators should include sales growth, operating margin, average transaction value, app engagement, customer satisfaction, service speed, order accuracy, employee retention, waste reduction and franchisee profitability. This would ensure the recommended strategy is practical, measurable and aligned with McDonald’s long-term competitive advantage.
[bookmark: _Toc236320630]7. Conclusion
This report has evaluated the strategic position of McDonald’s within the UK fast-food and quick-service restaurant market. The analysis shows that McDonald’s remains in a strong competitive position because of its brand recognition, national restaurant network, franchise model, operational efficiency, digital ordering capability and customer familiarity. These internal strengths allow the company to deliver speed, convenience and value at scale, which remain central to its competitive advantage.
However, the external analysis also shows that McDonald’s UK operates in a challenging environment. Rising labour, food, packaging and energy costs are putting pressure on margins, while customers are becoming more price-sensitive due to wider economic pressures. At the same time, McDonald’s faces intense rivalry from Burger King, KFC, Greggs, Subway, local takeaways, supermarkets and delivery-based food alternatives. Social and environmental expectations also create pressure for McDonald’s to respond more clearly to concerns around health, nutrition, waste, packaging and climate impact.
Based on the analysis, the most suitable strategic direction for McDonald’s UK is a hybrid value-differentiation strategy. This means the company should continue protecting affordability while strengthening digital loyalty, operational efficiency, menu adaptation, healthier choices and sustainability communication. This approach is more appropriate than relying only on low prices or premium differentiation, because it allows McDonald’s to defend its value proposition while improving customer loyalty and brand trust.
Overall, McDonald’s UK does not need a radical change in strategic direction. Instead, it should build on its existing strengths while adapting to changing market conditions. By combining value, convenience, digital engagement and responsible business practices, McDonald’s can maintain and enhance its competitive advantage in the UK fast-food market.

[bookmark: _Toc236320631]8. Reflective Account using Gibbs Reflective Cycle
Description - This reflective account uses Gibbs’ Reflective Cycle to evaluate the process I followed when researching, analysing and preparing this strategic management report on McDonald’s in the UK fast-food market. The assessment required me to act as a strategic management consultant and evaluate the organisation’s current strategic position, using appropriate strategic management frameworks. The main report focused on McDonald’s organisational context, external and internal analysis, CSR strategy, Balanced Scorecard, strategic choices and implementation.
At the beginning of the task, I reviewed the assessment brief carefully to understand the required learning outcomes, word count, structure and marking criteria. The brief required the report to demonstrate the relationship between the external and internal environments of an organisation, critically evaluate competitive and development strategies, and assess factors involved in strategy implementation. I therefore selected McDonald’s UK because it is a well-established organisation with strong access to company, industry and academic evidence.
Feelings - At the start of the assignment, I felt confident because McDonald’s is a familiar organisation with a strong presence in the UK fast-food market. However, I also felt some pressure because the assignment required Level 7 critical analysis rather than simple description. I realised that knowing the brand as a customer was not enough; I needed to analyse McDonald’s as a strategic consultant using academic frameworks and credible evidence.
I also felt challenged by the word count because the assignment covered several large areas, including PESTEL, VRIO, SWOT, CSR, Balanced Scorecard and strategic recommendations. This meant I had to be selective and focus only on the most relevant issues. As the research developed, I became more confident because the frameworks helped me organise the analysis and link evidence to strategic judgement.
Evaluation - One positive aspect of the process was that I used a range of sources, including academic theory, McDonald’s official reports, government sources, industry reports and current business evidence. This helped me avoid relying only on general websites. Academic sources such as Porter, Barney, Kaplan and Norton, Carroll and Ansoff helped me apply recognised strategic management concepts, while McDonald’s reports and UK market evidence supported the practical application of theory.
Another strength was the use of multiple frameworks. PESTEL helped me identify macro-environmental issues such as economic pressure, labour costs, health concerns, digital technology and sustainability. Porter’s Five Forces helped me understand the competitive pressure in the UK fast-food market. VRIO helped me evaluate McDonald’s internal resources, especially brand strength, franchising, digital capability, supply-chain scale and restaurant network. SWOT then helped me summarise the main findings and connect them to strategic choices.
However, one limitation was that there was a risk of including too much descriptive information about McDonald’s rather than developing critical analysis. For example, it was easy to describe McDonald’s history, size and brand strength, but the stronger approach was to explain how these factors create competitive advantage and where they may be challenged. Another difficulty was balancing the different sections within the word count, especially because the external and internal analysis section required detailed discussion.
Analysis - This assignment helped me understand that strategic management is not only about applying frameworks separately, but about connecting them to produce a clear strategic judgement. For example, PESTEL showed that McDonald’s faces external pressures from inflation, wage increases, health expectations and environmental regulation. VRIO showed that McDonald’s has internal strengths such as brand recognition, digital capability and operational scale. By combining these findings, I was able to argue that McDonald’s should pursue a hybrid value-differentiation strategy.
The process also developed my understanding of the difference between description and critical evaluation. A descriptive approach would simply state that McDonald’s has many restaurants and strong brand recognition. A more critical approach considers whether these strengths are valuable, rare, difficult to imitate and properly organised. It also considers whether they are enough to protect the company from competition, substitutes and changing consumer behaviour.
Using the Balanced Scorecard also helped me think more holistically about performance. Before completing the assignment, I mainly associated business success with financial outcomes. However, the Balanced Scorecard showed that McDonald’s performance should also be assessed through customer loyalty, internal process efficiency, employee development and sustainability progress. This was useful because McDonald’s long-term success depends not only on sales growth, but also on trust, consistency, innovation and responsible business practice.
Conclusion - Overall, the research and writing process improved my ability to apply strategic management theory to a real organisation. I learned that strong strategic analysis requires a balance between academic theory, current evidence and practical recommendations. I also learned the importance of being selective with evidence and focusing on the most strategically important issues rather than trying to include every possible factor.
The main area I would improve in future is my planning at the start of the assignment. Although I followed the required sections, I could have created a more detailed source map earlier, linking each source to a specific framework or argument. This would have made the writing process more efficient and helped avoid repetition between PESTEL, SWOT and strategic recommendations.
Action Plan - For future strategic management assignments, I will begin by creating a clearer research plan before writing. This will include identifying the key frameworks, selecting the most relevant sources, and deciding how each source will support the argument. I will also keep a stronger focus on critical evaluation by asking “so what?” after each piece of evidence. This will help me move beyond description and explain the strategic significance of each point.
I will also continue to improve my academic writing by checking that each section links clearly to the assignment brief, learning outcomes and marking criteria. In future reports, I will aim to make recommendations more measurable by linking them to KPIs, timescales and implementation risks. This will help me produce work that is more analytical, practical and suitable for postgraduate-level study.
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