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External Environment Report on McDonald’s
Introduction
The external factors are vital to the well-being of companies within an industry. The external environment determines the strides made by different participants in the industry in assessing the capacity the firms have towards the realization of their objectives, visions, and missions (Frederick & Parappagoudar, 2021). The PESTEL framework and Poster’s Five Forces are used to analyze how these external factors play in the field, the impacts they present to the entities in the industry while establishing the strengths of the trading parties in the industry. The PESTEL framework and Porter’s Five Forces model provide the entities with instrumental explanations on the competitive advantage they have over their rivals and the insights of remedies in cases of detected apses (Kaur & France, 2018). This report explores the external factors of the first-food industry in which McDonald’s operates and using the PESTEL framework, Porter’s Five Forces Model and SWOT analysis and explicates how these facts impact McDonald’s implementation of its Vision, Mission, Objectives and business strategy and goals within the industry.
An Overview of the Food Industry
The fast-food industry is a vital sector in the world. The industry has many entities distributed across different countries, with some notable ones like Wendy’s, Burger King, and Macdonald’s, among others leading the industry in the US (Soo et al., 2018). This contribution has accelerated innovation and extensive strategies with each firm struggling to remain dominant (Zakharin et al., 2021). Macdonald’s is one of the actors in the industry and was established over 50 years ago (Ceil, 2017). The company stresses that quality and efficient production is the best remedy to the unfavorable external factors. With the vision to become the world-leading food supplier through the use of modern methods of production and adherence to international health and environmental guidelines, McDonald’s is constantly looking for ways to succeed over its competitors. The labor laws, political factors, and environmental factors at play in this industry greatly impact the implementation of strategy for companies operating in this industry. The fast-food industry has stiff competition and stronger suppliers’ power as compared to the buyers’ power. The industry has been greatly shaken by the pandemic and it is still recovering from the economic shock of the COVID-19 pandemic. 
Analysis of the Current Conditions in the Fast-Food Industry using the PESTEL Framework
This part of this report analyses external factors in the fast-food industry in which McDonald’s operates using the PESTEL framework. This framework categorizes external factors as either political, economic, social, technological, environmental and legal factors. These factors have an impact on the implementation of the strategy, visions, mission and objectives of Macdonald’s Company and other competitors in the industry.
Political Factors
The political environment is dictated by the regulations and trading conditions that differ from one country to the other. High taxes and lengthy registration procedures may discourage investors from setting their firms in given regions while they prefer supportive areas. The food industry faces political problems ranging from trade restrictions to excess taxation in some areas and to where regions like Latin America have imposed bans n fast food due to obesity reported in children (Pérez-Escamilla et al., 2017). Trading under these strict conditions would deter Macdonald’s from realizing its vision of establishing branches across every nation thereby hampering its strategies. The expansion of McDonald’s as a company within the fast-food industry is therefore greatly checked due to the fact that the fast-food industry has strict measures of allowing opening of restaurants to ensure the safety of the consumers of the products of companies in the first food industry. As such, the implementation of McDonald’s objectives and strategy has to conform to the regulations and legislations in various areas that the company operates. The fast-food industry experiences high tariffs. This means that it is difficult for new entrants to come in, leaving established companies such as MacDonald’s with an advantage to continue thriving without too much competition.
Economic Factors
The economic capacity of the industry is experiencing decline because of reduced resources caused by government restrictions and environmental pollution. Limited resources in the form of industrial products and finances to establish a business in the industries have affected the sector’s progress (Teneva et al., 2018). Survival in the industry is increasingly becoming hectic since the companies lack economic security that other factors like technology rely on for efficiency.  MacDonald Company experiences constraints caused by shortages and regulations and this limits its abilities to maximize outputs as stated in its visions.  Therefore, it is difficult to attain the objectives and missions. The global economy has been hit hard by the COVID-19 pandemic and one of the most affected industries are the hospitality industry and, by extension, the fast-food industry. With the economic problems experienced in various countries, it means that customers are struggling to make ends meet and therefore, their buying power has reduced. There is also a high unemployment rate, which has an implication on the priorities that people have in life. This means that the fast-food industry is facing a reduced purchasing power of the customers and corporates due to hard economic times. This presents a detrimental effect on the realization and implementation of McDonald’s goals and objectives as well as the mission of becoming a leading first food company in the world.
Social Factors
The changes in eating habits have increased the demand for processed food. In recent past years, many people who had chosen ready-made food have reverted their preference, which is seen as a shift in the eating culture (Duman et al., 2018). This has been attached to health reasons. With much focus on a healthy society, this situation is projected to continue leaving the industry with fewer customers. This will have negative implications on the visions and missions of MacDonald’s Company which had hoped to acquire more consumers due to the growing technology and productivity. Thus, the social factors present a challenge for Macdonald’s implementation of its strategic plans. Despite such concerns, the general population growth in many countries means that the industry is continuously getting an increment in the potential customers that can but fast-food of companies in the industry.
Technological Factors
The application of technology has revamped the once dwindling industry by improving production rates. Moreover, varieties of commodities have been availed through enhanced mechanisms to provide food to the fast-growing population. Most of the marketing approaches such as apps and social media platforms have been advanced to fit the demands of the digital era (Mc Carthy et al., 2018). The innovations witnessed in the industry have expanded markets by increasing customers making Macdonald’s and other companies in the industry register growth that paves its way to even robust implementation of mission and strategic goals. This enables it to achieve its vision of a leading figure in the industry. Technological advancements have made customer accessibility easy in the industry and increased production to serve a growing number of consumers in the industry. This is an advantage as it ensures the growth of the industry players. McDonald’s is enjoying these technological evolutions because they give it an edge over competitors in the industry or other smaller companies.
Environmental Factors
Environmental impacts of production have in the industry have increased the ozone layer discussion. The advanced production and storage methods are chemical-aided, which enhances the release of greenhouse gases responsible for global warming (Esbelin et al., 2018). Air and water poisoning have similarly become rampant in the environment. These are alarming impacts that have raised debate over fast food products. Another cause of concern is the depletion of the natural supply of resources for the industry, which interferes with scenic beauty. These reported issues from the environment reduce the output of Macdonald’s Company through decreased productivity, thereby limiting its potential of managing its visions and mission of food maximum supply to feed the entire world. The existing global warming and climate change have caused a decrease in food production. This is because more and more places on earth are becoming arid and therefore unsuitable for crop farming. The fast-food industry heavily depends on crop production for raw materials. Therefore, global warming and climate change present a serious threat because there is a thinning supply of raw materials into the industry and the competition for those available is stiffening. Being an established entity in the industry, McDonald’s is less worried as it has the power and capacity to convince suppliers within the industry to consider it over its competitors in the industry.
Legal Factors
Within the fast-food industry, there exists industry laws and regulations that govern the issuance of permits and license. These laws are stiff in this industry, especially with the rising concerns of infections in the food industry. There are also labour laws that govern various employment of people in the industry, and all these impact the strategy of companies operating in the industry, McDonald’s included. However, these strict labour and industry laws present an advantage to the industry players because there is a regulated entry of new companies into the industry. This leaves the established ones with a larger market base for their products because of reduced competition.
Analysis of the Fast-Food Industry Using Porter’s Five Force Model
Competitive industries may use Porter’s Five Force model to analyze the potential of every participant in the trade and their ability to influence the visions, missions, and objectives of a company. Of most importance is to determine the competitiveness of the industry and their competitive advantage in the industry. This section analyses the fast-food industry by applying the Porter’s Five Forces model to determine its competitiveness and impact on strategy implementation by McDonald’s.
Buyers’ Power
The buyers’ powers in the industry are declining. This situation is brought by the cultural shifts, heath, and environmental information about the fast commodities offered in this industry (Duman et al., 2018). Fast foods have raised environmental quarries regarding their safety and related infections, making the many buyers who were frequent consumers revert their decision. Restrictions from countries like the UK and the US have reduced markets and buyers. The hard economic times occasioned by the Covid-19 pandemic are also significantly reducing the people’s willingness to spend on fast foods. This has significantly reduced buyer power in the fast-food industry. The decrease in consumer purchases of the fast-food companies’ products has negated the expected trends Macdonald’s had structured. Their eminent rise is in jeopardy and they cannot effectively realize the gains considering the shrinking consumption pattern.
Suppliers’ Power
Similar to buyers’ power, the suppliers’ power experiences changes touching on the environment. The extraction of raw materials used in the industry interferes with the habitat and survival of organisms while their processing emits greenhouse gases that cause warming in the space (Esbelin et al., 2018). Additionally, with the debate over the limited natural products, the number of suppliers in the industry is under decline (Teneva et al., 2018). These conditions have caused a corresponding drop in the suppliers for Macdonald’s and the competitors in the industry. The resulting scenario is failure or delays to meet its visions, missions, and objectives as stipulated in the strategies. The changes in the environment have reduced food production and crop production in general. This means a lot of people have given up in the sector and this has left the sector with fewer people controlling the production of food crops that are important for raw materials in the fast-food industry. Therefore, the suppliers have more power to dictate the prices of raw materials in the fast-food industry, making it difficult for smaller players. Only the established firms such as McDonald’s can afford to thrive in this kind of industry where the suppliers have so much say on the prices due to prevailing environmental conditions.
Competitive Rivalry
Competition in the industry is stiff because many firms are offering related commodities. A firm’s competition in marketing strategies, quality, and brands are among the key determinants of its success (Moreno-Luzon et al., 2018). The same for the competing firms provide substitutes of the existing products, thereby ensuring pricing is fair. Competition for natural resources has led to the reduction of the raw materials and subsequent use of artificial products, which is a perfect innovative idea.  Macdonald’s beliefs fit this mark since its vision is to engage rivals in a competitive environment that ensures quality and affordable products to the users. This necessitates the achievements of its objectives and missions within this industry. There are other players within the first food industry that make the industry very competitive. The existence of other fast-food chains such as Wendy’s and Chick-a-Fil-A and KFC means that the business environment is competitive. This competitive rivalry has implications on the implementation of McDonald’s strategy because the company has to set objectives that are in tandem with the prevailing competition and that can give it an edge over competing firms.
The threat of New Entrants
There is a threat of new entrants into the fast-food industry in some countries because of favourable conditions of processing permits for fast-food restaurants. Clearances and approval requirements needed are majorly quality service and environmental and health concerns, which many of the new companies getting into the industry find easy to meet (Bruijl, 2018). The industry undergoes consistent adjustments in terms of service and products available because few entrances are made based on existing gaps. New entrants provide substitute products and services within the fast-food industry that reduce the demands of the existing products in the industry. The ease of entry has led to many registered firms that offer competition, thereby reducing the sales made by existing players such as McDonald’s. This makes the company strive harder to meet its targets since it embraces competition as a healthy mechanism of success.
Threat of Substitutes
Plenty of substitutes exist in the fast-food industry. For instance, wheat is used in place of rice while different vegetable interchange as meat from several animals is used as substitutes. The biggest threats in the industry are the availability of varieties of alternative products to fast foods and at relatively reduced prices in the industry as a result of competition (Moreno-Luzon et al., 2018). Macdonald’s is hampered by the substitutes to burgers it produces. These alternative products absorb its market and derail the set success drive in the business strategies. Its capacity to attain the vision and objectives to become the greatest service provider is hindered in the process. Substitutes in the industry mean that there is a lot of uncertainty on which products the companies can concentrate on.
SWOT Analysis of the External Factors of McDonald’s
	Opportunities
	Threats

	· The rise of social media
· Storage facilities
· Transportation medium
· Modernized agriculture and aquaculture
· Artificial products 
	· High competition 
· Heath concerns and reports
· Environmental degradation and extinction of the natural resources
· Trade restrictions and control


 
Discussion of the SWOT External Elements
Threats
Macdonald’s is faced with several threats in its bid to acquire international successes in the first-food industry. Competition in the industry is growing daily from other firms like KFC and Wendy’s that deal in the same line of fast food. Moreover, international health concerns have been raised about obesity cases among consumers of ready food in countries like the UK, which have occasioned banning some products from markets. Another notable threat is the environmental effect of resource extraction and industrial production that have raised alarms due to the greenhouse effect (Esbelin et al., 2018). The company’s desires to be a recognized food agent are jeopardized by these threats that limit the market size and customer base.
Opportunities
Technology and the environment have worked in favour of McDonald’s. Modernizations in production have eased customer retain by allowing efficient and convenient customer retains through social media and apps (Mc Carthy et al., 2018). Another impact of newer mechanisms is in modification done to the products consumed through scientific methods hasten their maturity, thereby taking them to the market quicker (Mc Carthy et al., 2018). Transportation and storage facilities have reduced wastages occurring while new farming methods have increased the food basket, enabling the company to record an increment in sales. These opportunities strengthen the company through raised production, revenue, and expansion, which attract expanded market and more revenue, achieving its set missions and visions without struggles.
Why I Selected the Above Factors
I selected the two opportunities based on their positive effect on the development of the company. Although some other factors had impacts, the effect was not as significant as those from technology and social culture. The two aspects are the major drivers for success in the industry and Macdonald’s rids in the same. The threats listed, on the other hand, had greater consequences n the strategies of the company. Environmental factors, health concerns, and competition are the key external elements that define the efficiency of a production process in the industry. Macdonald’s suffers the consequences of its size that are related to global warming, various rivals, and obesity cases. The three threats are worth addressing for continuity without hitches.
How the Factors Relate to the Vision, Mission and Objectives (VMO) and Strategy of McDonald’s
These threats and are against the company’s vision of becoming a quality provider in a sustainable habitat because the environment is under attack and some health issues have been raised. Additionally, the tough competition reduces the company’s shares of the international market. The opportunities, on the other hand, are anchored in the company’s vision and missions. They encourage the management to keep working to realize the dreams of the firm. Through the use of technology, the company has reached a wider market efficiently and cheaply while the social factors for eating habits have further widened the market, thereby attaining the aspirations of becoming one of the leading market centers.
The Position of MacDonald’s in the Fast-Food Industry
Macdonald’s company embraces the factors that the external environment presents in the industry. As a key and one of the leading players, the firm appreciates the competition strategies used by its rivals while it recognizes the importance of every factor towards building a reliable food network.  Furthermore, the entity reckons on its strategies of efficient service delivery that is guided by environmental awareness as an objective that can help it attain survive the stiff nature (Ceil, 2017).  To achieve its vision, mission and objectives, it insists on quality production that meets the client’s specifications and with regards to international laws governing health, environment, and labor. Within the fast-food industry, McDonald’s is strongly positioned because it has the capacity and financial strength to deal with the strong suppliers’ power. Furthermore, McDonald’s is also strongly positioned in the industry because it has branches all over and has the financial and human resource strength to help it maneuver the various threats present in the first food industry. Even though the industry is competitive, the company’s position remains strong because of the fact that the industry is continuously experiencing an increase in the number of potential customers because the global population is constantly increasing, meaning more and more people are becoming available for the products of McDonald’s.
Conclusion
The external factors explicated through the PESTEL framework and Porter’s Five Forces Model determine the competitiveness of the fast-food industry in which McDonald’s and its competitors operate. These factors range from political and legal, environmental, economic, social to technological issues that impact the implementation of the vision, mission, and objectives as well as the strategy of McDonald’s and its competitors. From the analysis of the external factors at play in the fast-food industry, it is clear that the industry is competitive and the economic challenges presented by COVID-19 are presenting even negatively impacting the business of the main players in the industry. However, McDonald’s seems to be strongly positioned because of the fact that it is an established entity with branches spread across various markets and has the financial and human resources to cope with the challenges in the industry (Rajawat et al., 2020). These factors definitely have an impact on the implementation of the strategy, vision, mission and objectives of McDonald’s because for success to be realized, these the strategy applied has to be in line with prevailing conditions and must offer a superior advantage to the company over existing competitors in the industry and help the company go round the challenges in the industry.
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