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In 1937, Richard and Maurice McDonald founded McDonald's in California, which has grown into a global fast food chain (McDonalds, 2019a). Maurice McDonald was his brother. McDonald's Corporation, often known as McDonald's, is a prominent retailer of meals. McDonald's 30,000 restaurants provide hot hamburgers, French fries, and soft drinks in over 199 countries. McDonald's is also a global fast food franchise. It's commonly known that McDonald's has a wide variety of these foods. McDonald's (2019a) reports that franchisees run most UK outlets. Thus, franchisees dominate. McDonald's has been able to attract a consistent stream of customers by promoting a lifestyle based on consuming greasy meals. McDonald's has been successful in creating an image that promotes consuming fatty meals. McDonald's Corporation (2010) claims that the fast food business has created a brand image that encourages fast food diets
[bookmark: _Toc134462767]Product (Big MAC)

The topic that I have chosen to explore is the renowned Big Mac sandwich offered by the fast food chain McDonald's. In other words, a hamburger sourced from McDonald's, a multinational fast food corporation with a widespread global presence. According to McDonald's (2019b), the Greater Pittsburgh region was the first to introduce it in 1967, while the rest of the country did not acquire it until 1968. The product and the culinary offering are highly regarded innovations of the organization. According to McDonald's (2019b), the Big Mac is composed of two beef patties, lettuce, cheese, pickles, and onions, which are sandwiched between three sesame seed bun layers. Additionally, the Big Mac sauce is exclusively offered with the Big Mac. I opted for one of the most identifiable products of McDonald's.
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 In search of a substitute for the renowned Big Mac from McDonald's, one may consider Burger King's Whopper burger as a viable option. Between 2014 and 2016, the price of a Big Mac surpassed that of a Whopper. Consequently, their inability to compete with Burger King in sales became apparent. There has been an escalation in the cost of a Burger King meal since 2016. A Big Mac will set you back £4.09 in 2022 (Stocklight, 2022) whereas a Whooper from Burger King will set you back £4.99 at the same location. It is a well-established fact that a decrease in the price of a substitute good leads to an increase in its demand, while simultaneously causing a decrease in the demand for the original good. This phenomenon can be attributed to a reduction in the price of the alternative product. According to McDonalds (2019b), Burger King's rivals in the UK market offer analogous products and services at commensurate rates. The year 2021 saw Burger King in the UK generate sales amounting to £594,000,000. According to Stocklight (2022), McDonald's holds a market value of 2.068 billion pounds, which is approximately four times greater than that of Burger King.
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French fries and carbonated beverages are excellent accompaniments to a Big Mac. It is widely recognized that the point of intersection between the demand and supply curves in a given market is indicative of the market price (P) and the market quantity (Q). The DD curve exhibits a negative slope, while the SS curve displays a positive slope. The demand and supply curves, namely DD and SS, respectively, exhibit numerous associations between the price and quantity demanded or supplied of a product. Specifically, the DD curve illustrates various interrelationships between the quantity demanded and price of a product in the context of quantity supplied remaining constant, while the SS curve depicts multiple connections between the quantity supplied and price of a product, assuming quantity demanded remains constant. Notably, these curves reveal several links between the market forces of demand and supply and the price of a product. Changes in variables other than price (P) lead to shifts in the demand curve (DD). Several factors can influence consumer behavior, such as their income level, personal preferences, regional climate, and the presence of substitute or complementary goods. The impact of price adjustment (QD) is limited to the intended quantity. According to popular belief, the concept of food complementarity refers to the consumption of two distinct food items in conjunction with one another. As per the principle of complementary goods, a rise (fall) in the cost of one commodity leads to a decrease (increase) in the demand for another product, and vice versa (Griffith, 2013).
[image: ]
The combination of burgers and fries is a traditional culinary pairing. Subsequently, the burgers and fries will be ingested concomitantly. There has been an increase in the production of French fries. Consequently, a reduced quantity of potato fries will be required. A potential decrease in the demand for hamburgers could be anticipated. According to Shaiparo's research in 1987, a modification in the price of a complementary product can result in non-price impacts that lead to a displacement in the demand and supply curve of the burger. As a consequence, the burger's total demand will decrease, and the demand curve (DD) will shift inwards or to the left. The suppliers are expected to decrease their quoted prices for hamburgers, as the availability of the product remains constant. Hence, in a state of equilibrium, the existing supply and corresponding price will decrease.
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The Office for National Statistics (2022) has reported that the median household income in the UK for FYE 2021, which encompasses the initial year of the COVID-19 pandemic, is projected to be £31,400. There has been an increase of 2% in comparison to the preceding year. There was a 2.0% rise in median income from the fiscal year ending (FYE) 2020 to FYE 2021. During the period spanning from FYE 2012 to FYE 2021, there has been a 14.2% rise in the median income. The data indicates a decrease of 0.6% in average income from FYE 2020 to FYE 2021. However, there was a notable increase of 10.1% in average income from FYE 2012 to FYE 2021. Consequently, it appears that the quality of life in the United Kingdom is increasing.
Individuals with lower socioeconomic status regarded fast food establishments as "normal goods," while those with higher socioeconomic status perceived them as "inferior goods." Andreyeva et al. (2010) found that full-service restaurants were perceived as "normal" across nearly all socioeconomic groups. Due to the variations in levels of The increase in disposable income is expected to have significant implications for the demand of Big Macs.
There exists a strong correlation between demand and income for conventional products, whereby an increase in income is positively associated with demand, while a decrease in income is negatively associated with demand. This correlation holds true regardless of any fluctuations in income. The items that are commonly perceived as typical by the general population include consumer goods, technological devices, and leisure pursuits (Economics online.co.uk, 2020).
[image: ]There exists a negative correlation between income and demand in the context of lower quality goods. The available data indicates that income exhibits a negative impact on demand, but conversely, it has a positive impact when it experiences a decline (Economics online.co.uk, 2020).
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Fast food has become an integral part of modern life, so much so that many individuals regularly include it in their meal plans. Customers' tastes have changed due to the increasing concern they have for their own health. Consumers are getting more picky about the foods they buy for their homes as a direct consequence of this. Fast food consumption is associated with an elevated danger of gaining weight, developing high cholesterol, and experiencing other health issues. Customers nowadays give serious thought to the quality of the food goods on the market before making a purchase for personal use. Concerns regarding the safety and effectiveness of a product's materials are causing consumers to think twice before making purchases. Shaiparo found in 1987 that people are willing to spend more money on food because they see it as an investment. More people are thinking about the long-term effects of pollution and chemical exposure on their bodies, and as a result, they are choosing to eat more nutritious meals. The rate at which consumers are helped does not significantly affect their satisfaction with a business. More importantly, the investigation is obviously counterproductive. Griffith (2013) claims that only those above the age of 40 should be concerned with what they put into their bodies.
Bowman (2005) claims that those who often indulge in fast food and sugary or carbonated drinks consume more calories overall and more calories from fats, carbohydrates, and added sugars. Fast food has a reputation for having a greater calorie count and potentially harmful ingredients, leading many consumers to believe that it is less healthful than home-cooked meals. Sales of Big Macs and other McDonald's fast food meals are consequently unaffected by consumer demand.
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[image: ]Consumers always expect discounts. Inflation is impacting the economy as prices for various goods and services are rising, including the cost of a Big Mac. The leftward shift of the demand curve for fast food can be attributed to the customers' anticipation of a decrease in prices. We understand that buyers may delay their purchase if they anticipate a future decrease in thprice of an item.
 Purchasing it now would decrease the present demand for the product. If consumers anticipate a near-future increase in price, the opposite holds true. According to Cranefield (2020), it is unlikely that sales will increase due to the nature of the product being fast food. If the prices continue to rise at the current pace, there is a possibility of a significant decline in the sales of Big Mac.

[bookmark: _Toc134462774]Demographics

It is estimated that McDonald's sells more than 900 million Big Macs worldwide each year. Over 2.4 million sandwiches are purchased every day. According to McDonald's (2019a), the United Kingdom sees a daily consumption of over 1.5 million Big Macs. Our customer base is growing steadily with each passing day. The general public's appetite for Big Macs decreases as a result of a positive correlation.
[bookmark: _Toc134462775]Demand is elastic or inelastic
[bookmark: _Toc134462776]Substitution Effects

The central concept being used here is the price elasticity of demand. In the event of a price increase for a particular item, consumers have the ability to readily locate a comparable substitute, thereby increasing the flexibility of their demand for goods. When there are limited or no substitutes available for a product, its demand tends to be less elastic. A need is something that you must have regardless of its cost. According to Griffith (2013), a luxury refers to something that can enhance the quality of life but is not considered essential.
When the demand for a product is high, there are fewer substitutes available, which leads to an increase in its inelastic quality as its need rises. According to Andreyeva et al. (2010), the market tends to respond more favorably when the product in question is perceived as a luxury item.
Products that operate in a business innovation-friendly environment are more likely to experience elastic market pressure. On the other hand, products with inelastic demand can only be produced by a single producer. In the short run, the elasticity of price on the supply side is generally lower compared to the long run. This is because consumers have more time to react and a wider range of alternatives to consider in the long run.
 According to Aigner-Walder (2015),... Consumers have more time to adjust their spending habits in response to price shifts in the long term. Changes in price do not always result in production increases or decreases that are directly proportional to the price change. When consumers spend a smaller portion of their disposable income on a product, we can anticipate an increase in price inelastic growth. When there is high competition, consumers have access to more alternatives.
[image: ]
Given the highly competitive marketplaces in which Big Mac is sold, it can be considered a luxury item. Therefore, any significant increase in its price would result in a decrease in demand, which would outweigh any potential income gains. If the demand for a product or service is inelastic, companies will charge the highest possible price until the point where demand becomes elastic. To make the most of the higher demand, it is wise to reduce prices for goods that are elastic. Thus, it can be argued that the consumption of Big Mac is more elastic.
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Consumers with higher incomes tend to exhibit lower demand elasticity for a particular service. The reason for this is that the wealthy are not affected by fluctuations in prices and can maintain their lifestyles regardless of changes in the economy. Individuals who are more susceptible to the impacts of changes in commodity prices experience significant hardships during such occurrences. The demand from low-income consumers is highly elastic due to this factor. Imagine a scenario where the British economy is in a state of depression, resulting in a significant number of individuals losing their jobs simultaneously (Cranefield, 2020). The decrease in people's annual income has resulted in a significant decline in the demand for Big Macs.
The magnitude of prices also affects price elasticity. The demand for fast food items such as the Big Mac is highly elastic due to the quick response of the market conditions. Low-priced commodities such as needles, match boxes, and similar items exhibit inelastic demand due to the minimal impact that price changes have on the quantity demanded. When a significant amount of money is spent on a service, it suggests that the demand for that service is sensitive to changes in price, also known as price elasticity of demand. Price changes often occur at regular intervals. The amount of time required for the task is uncertain.
 The elastic properties exhibit variation. According to Griffith (2013), demand tends to be inelastic in the short term. This occurs when customers are not quick to respond to changes in pricing by switching to other available products. A longer supply makes it easier to switch to an alternative product when the price of one product increases.

[bookmark: _Toc134462778]Recommendation for pricing polices 

Marketing professionals assign a high value to price as it reflects their evaluation of the customers' capacity to pay. Limitations on the expansion of the economy may also arise from pricing mechanisms that are either excessively elevated or insufficiently depressed. Mispricing of goods and services can have a detrimental impact on revenue and the overall financial performance of a business (Aigner-Walder, 2015).
The pricing strategy of McDonald's, the corporation accountable for the production of the Big Mac, may involve setting prices based on its authentic expenses. It is recommended that a business adopts a cost-plus pricing strategy. The determination of both variable and fixed costs related to a product can be achieved through the utilization of the cost-based purchasing paradigm, as stated by Heien in 1989. The process by which managers determine the anticipated gross profit per unit involves the addition of gross expenses associated with commodities and services to a markup ranging from five to ten percent. By adopting a cost-oriented strategy, the aim is to generate revenue that is sufficient to cover all expenses associated with the production and distribution of the product. Upon conducting an analysis of corporate price objectives such as enhancing both short-term and long-term profitability, stabilizing expenses, expanding working capital, and mitigating competitive pressures, managers may proceed with the formulation of pricing strategies. According to Griffith (2013), it is imperative for managers to consider market conditions while devising pricing strategies and determine prices that are justifiable in the context of current circumstances. A comprehensive pricing strategy should take into account various factors such as the market, the product, the competitors, and the diverse consumer segments. By contrast, it is customary to assess the premium that consumers are willing to pay prior to determining the production volume when establishing the price of a product. It is conceivable that McDonald's could ascertain the viability of penetrating the upscale market segment, wherein patrons prioritize cost over caliber and hospitality.
 Within the entry-level market, customers place a high value on affordability and engage in a comparative analysis of available rates in relation to product costs (Cranefield, 2020). This may offer McDonald's valuable insight regarding which demographic groups to prioritize. The aforementioned approach is characterized by its straightforwardness and lack of reliance on managerial speculation for the purpose of assessing expenses. Instead, it necessitates a thorough examination of pertinent accounting and financial data. The pricing mechanism in question, as pointed out by Andreyeva et al. (2010), lacks consideration for variables such as demand, competition, and other pertinent factors that may influence pricing. Cost-based pricing is a commonly employed strategy that managers can utilize by leveraging readily available internal data. This is the reason why it has garnered significant attention in recent times. In order to ensure the credibility of its pricing strategy that is based on inflation, a company must demonstrate that it can achieve its revenue objectives while maintaining a satisfactory gross profit margin (Aigner-Walder, 2015).
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