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As time goes by and the development of the business being undertaken, of course the
opportunities for expansion will also be higher. Mc Donald's is one of the multinational
companies involved in the fast food sector and has been known by many people who have finally
expanded globally. The purpose of this research is to identify and analyze the four risks faced in
international business or the four risks of international businesses that Mc Donald's has. The
research method that we use is qualitative method, observation and internet searching.
Observation of Mc Donald's uses a qualitative method, namely the four risks of international
business which consist of cross cultural risk, country risk, currency risk, financial, and
commercial risk. Mc Donald's in dealing with cultural differences in expanding business to other
countries is by studying the culture implemented by the country to maintain its success. Mc
Donald's provides services by meeting consumer needs by considering local, demographic and
geographical factors of the country. Mc Donald's must give a good impression and find out
whether the cooperation partners can create good cooperation in the company's operations.
McDonald's has the best fast food chain management in its business as well as being a pioneer
in a global marketing strategy, implementing a certain system that is adapted to the region where
the McDonald's store is located. McDonald's success in the fast food industry is due to its ability

to adapt not only locally but on a global scale

1. Introduction

In the course of business growth and
development, the opportunities for expansion
naturally increase. This expansion can take
various forms, such as opening new branches or
stores at local, national, or international levels.
However, the process of expansion or
restructuring can also bring about inevitable
risks, particularly in terms of business risk.
These risks can arise due to various factors and
may have both positive and negative impacts on
the company. The extent of these effects
depends on how effectively the company
manages uncertainty and mitigates risks.

Therefore, it is essential for companies to
analyze, estimate, or identify the risks they may
face in order to develop appropriate strategies
to avoid or minimize their impact. McDonald's,
a multinational corporation widely recognized
as the largest fast-food restaurant chain
globally, serves as an example. Founded by
brothers Richard and Maurice McDonald in San
Bernardino, California, in 1940, McDonald's
experienced significant expansion under the
leadership of entrepreneur Ray Kroc, who

acquired equity from the McDonald's brothers
and expanded the brand
McDonald's expansion globally symbolizes
globalization and is often seen as emblematic of
American lifestyle. The objective of this study is
to identify and analyze the four main risks
encountered in
operations, specifically focusing on McDonald's.

worldwide.

international business

2. Literature Review

Cross-cultural risk, also known as cross-
cultural differences, refers to the occurrence of
differences between cultures in environments
or  organizations  where international
interactions take place. These differences can
include religious practices, customs, and norms.
It is a common risk in international business
and requires adaptation to diverse cultures to
prevent obstacles.

Negotiation patterns involve interactions
between two companies aiming to resolve
issues and find mutually beneficial solutions.
Effective negotiation is crucial for achieving
profitable outcomes. Ethical practices play a
significant role in international interactions to
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avoid conflicts between parties from different
countries. Maintaining good etiquette can
reduce suspicion and facilitate agreements
beneficial to all parties involved.

Country risk arises from changes in a
country's economy or political landscape,
impacting other countries simultaneously. This
can pose challenges for businesses operating in
affected countries, leading to potential losses.
Currency/financial risk, also known as
exchange rate risk, refers to the risk of adverse
changes in exchange rates. This risk is common
in international transactions involving multiple
currencies and can affect the profitability of
companies, particularly those in the fast-food
industry that may need to adjust prices in
response to inflation.

Exchange rate risk relates to fluctuations
in currency values, which can impact financial
instruments and transactions. Changes in
exchange rates can affect the financial
performance of companies operating globally.
Foreign taxation refers to taxes imposed on
income earned from global operations.
Understanding and managing tax obligations
are essential for companies engaged in
international marketing to ensure compliance
and financial stability. Commercial risk involves
the inherent risks associated with business
operations aimed at generating profits. These
risks must be managed effectively to avoid
potential bankruptcy and ensure sustained
profitability.

3. Research Methods

The research method employed is
qualitative, utilizing observation and internet
searching. Observations were conducted on
McDonald's, focusing on the four risks of
international business: cross-cultural risk,
country risk, currency/financial risk, and
commercial risk. The qualitative approach
allowed for an in-depth analysis of these risks.
Using a descriptive method, the analysis aimed
to uncover facts and materials supporting the
data related to the risks faced by McDonald's in
various countries. This involved gathering
information from public sources locally to

support global marketing efforts and the
establishment of restaurant franchises.
Observations were made on the differences in
marketing methods employed by McDonald's
franchises in various countries.

This included an examination of the fast-
food menu offerings, such as French fries, fried
chicken, hamburgers, and soft drinks, in
different regions. The study also analyzed the
consumption patterns and lifestyle of different
societies in each country, including eating
habits and overall lifestyle preferences.

4. Results and Discussion

In carrying out the global business
development process and expanding business
activities to other countries, McDonald's is a
fast-food restaurant chain that has experienced
significant growth worldwide, with franchises
located in numerous countries. McDonald's is
renowned for its fast-food offerings, including
hamburgers, French fries, fried chicken, soft
drinks, and McFlurry desserts, which are the
main menu items offered to consumers.
However, in the process of expanding globally,
several potential risks may arise. Here are the
four risks of international business that may be
encountered
4.1 Cultural differences

Country differences inherently possess
unique characteristics in lifestyle patterns and
consumption styles that vary according to each
country's habits and customs. When
McDonald's expands its business to other
countries, it encounters diverse cultures, and it
adjusts by learning and adapting to the culture
of each country to maintain its success.
McDonald's caters to local needs by considering
factors such as demographics and geography.
While McDonald's offers a basic menu including
hamburgers and fried chicken, it also adapts its
menu to suit the consumption patterns of each
country. For example, in Indonesia, McDonald's
offers fried chicken packaged with rice,
reflecting the local preference for rice-based
meals. In contrast, in Singapore, McDonald's
serves fried chicken with French fries, aligning
with the different consumption habits there.
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To navigate cultural differences,
McDonald's customizes its menus and business
plans accordingly, respecting each country's
policies and cultural norms. Negotiation tactics
employed by McDonald's in establishing
business operations abroad also take into
account cultural differences and government
policies. For instance, in Japan, McDonald's
adapted its name to "Makudonarudo” to
resonate  with local audiences while
maintaining market presence. Similarly,
McDonald's preserves the traditional interior
design of its outlets in China to honor the
country's culture.

In terms of ethical practices, McDonald's
upholds a set of ethical standards in its business
operations. It strives to provide the best fast-
food service globally while fostering strong
relationships with its workforce, communities,
and international partners. These ethical
principles guide McDonald's in delivering high-
quality food and services while contributing
positively to the societies it operates in across
various countries.

4.2 Country risk

In expanding its business to other
countries, McDonald's faces the challenge of
navigating different economic systems that
influence the sustainability of its operations. In
countries with government-controlled
economies like Russia and Ukraine, external
factors such as political crises can significantly
impact the food industry. Although these crises
may not directly affect McDonald's profitability,
they pose challenges that the company must
address to remain competitive. In response to
such challenges, McDonald's must take
proactive measures to adapt to the situation and
ensure its continued success. This may involve
collaborating with the government and
exploring various strategies to mitigate the
impact of economic instability on its operations.

However, sometimes the situation may
become untenable, leading the company to
make difficult decisions. For instance, in the face
of ongoing challenges in Russia, McDonald's
may decide to temporarily suspend its

operations in the country. Prior to this decision,
the company would have provided clear
guidance to its employees on how to navigate
the crisis and minimize potential losses. By
taking decisive action and prioritizing the long-
term interests of the company, McDonald's aims
to weather the challenges and emerge stronger
in the competitive landscape.

4.3 Currency / financial risk

The economy of each country
undoubtedly influences the sustainability of
companies, which indirectly affects their
financial outcomes. Several risks may arise due
to fluctuations in profit or additional income,
which could impact financial reporting. Here
are some potential scenarios that may occur
when McDonald's engages in global marketing,
influencing financial reporting:
1. Inflation:

As  economies develop, inflationary
pressures naturally arise, impacting the
operations of McDonald's. The prices of
almost all menu items at McDonald's tend to
increase as inflation becomes difficult to
control within a country. Consequently,
McDonald's adjusts its prices to align with
the balanced inflation experienced by a
country.

2. Exchange Rates:

Fluctuations in foreign currency exchange
rates significantly influence businesses
engaged in global marketing. The fluctuation
of a country's currency exchange rate affects
McDonald's global marketing endeavors, as
it impacts the amount of currency required
to be paid in the local currency. Fluctuations
in exchange rates can lead to increases or
decreases in exchange rates.

3. Foreign Taxation:
In McDonald's global marketing efforts,
understanding the tax implications is crucial.
McDonald's must ascertain the taxes
involved in expanding its operations or
conducting deep global marketing in a
country. This includes considerations such
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as Value-Added Tax (VAT) on fast food sales,
which can vary from country to country.

4. Commercial Risk:

Establishing partnerships with other entities
requires McDonald's to maintain a positive
image and ensure that its partners can
uphold the same standards in operational
efficiency. By fostering good relationships
with partners, McDonald's can mitigate
operational risks. For instance, McDonald's
offers food delivery services through various
platforms like Food Panda, Go Food, and
Grab Food, enabling consumers to enjoy its
products even if they cannot dine in due to
the COVID-19 pandemic. Additionally,
collaborations with brand ambassadors,
such as the BTS Meals and New Jeans X
McDonald's  promotions, help attract
customers and increase revenue. These
initiatives enhancing
operational efficiency and revenue for
McDonald's.

contribute to

5.1 Closing

McDonald's is renowned as one of the
largest and most well-known franchise
companies worldwide. Specializing in fast food,
the company offers a wide variety of delicious
menu items such as fried chicken, hamburgers,
French fries, and more, constantly introducing
innovative products to captivate consumers. In
order to thrive amidst fierce competition,
McDonald's implements diverse strategies.

From the aforementioned information, it
can be concluded that the internal factors of the
company outweigh its weaknesses, making its
management of fast food chains one of the best
in the industry. McDonald's global marketing
strategy, recognized as a pioneer in the field,
emphasizes customization to suit the local
preferences and cultural nuances of each
location.

5.2 Conclusion

McDonald's success in the fast food
industry is attributed to its adaptability, not
only at the local level but also on a global scale.

Additionally, its robust sourcing strategy and
ability to engage local residents in target
countries contribute significantly to its
achievements. Local guidelines serve as
operational instructions for McDonald's in
various target countries, showecasing its
commitment to respecting local customs and
regulations.

Another noteworthy aspect of
McDonald's business strategy is its pricing
strategy, which aims to maintain consistent
pricing across different markets while
considering  local  income
McDonald's
management by promptly responding to
consumer needs in diverse markets through
tailored advertising campaigns, initiatives, and
operational processes.

distribution.

demonstrates effective

5.2 Suggestion

As society progresses and technology
advances, consumers are becoming more
discerning, seeking products that offer both
value for money and quality. As an established
company, McDonald's must adapt to these
evolving global demands, including heightened
competition and changing
preferences.

consumer

Our group recommends that McDonald's
continue its global expansion efforts, leveraging
its significant presence and staying updated
with the latest technology trends. Additionally,
McDonald's should take proactive steps to
promote environmental sustainability, aligning
with the growing consumer preference for eco-
friendly practices.

By incorporating various interesting
menu offerings and innovative promotions,
McDonald's can effectively compete with other
industry players while meeting the evolving
needs of consumers worldwide. This approach
will help McDonald's maintain its position as a
leader in the fast-food industry while catering to
the demands of today's intelligent and
discerning consumers.
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