







PROBLEM SOLVING AND DECISION MAKING IN MCDONALD’S


Executive Summary
Here in this report several kinds of macro and micro problem within McDonald’s business environment have been inducted. Here it has been seen that, McDonald’s has some drawback in Franchise friendly framework. However, business environment of this restaurant chain is also very old schooled as they do not have any international level competition; however, local competition has been giving McDonald’s a huge challenge.  
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[bookmark: _Toc18052943]Introduction
McDonald’s is a world famous Food chain brand. Business market has been drawn toward these restaurants due to their quality of food and customer service. This business venture had been started when, Dick and Mac McDonald moved to California after failing in movie-industry. At an early stage of business, they started with 15 Cent Hamburger, in 1948 (corporate.mcdonalds.com, 2019). Their after Ray Kroc had been appointed as Franchise agent in1954 and business had grown to a new level. In 1967, first international branch of McDonald’s had been opened in Canada and Puerto Rico. Through this report several business issues of McDonald’s has been identified. However, strength and problem resolving aspects has been elaborated and identified too.
[bookmark: _Toc18052944]Complex Problem (PESTLE)
Issues faced by McDonald’s require PESTLE analysis to identify issues (Jafari and Safavi, 2015). A thorough analysis is given as follows. 
Political Factors
McDonalds mostly produce and deal with fast food products. Moreover, such products are significantly sold in large amounts in foreign countries. However, political issues tend to arise as most countries, under the pretext of increasing health conditions of communities, issues bans in selling and distribution of goods. Mostly developing countries such as India exercise such bans that prove to be a difficult hurdle for Restaurant chains (annualreports.com, 2018). 
Economic Factors
McDonald's restaurants primarily deals with producing and manufacturing of fast food such as cheeseburgers, Big Mac, Filet-o-Fish and several sandwich products. Demand for such goods are relatively high, therefore, large numbers of employees are required in a restaurant. McDonalds suffers economically due to lack of appropriate numbers of employees in individual joints. Thus, lack of employees implies slowing down of supply that further results in customer dissatisfaction. Moreover, economic issues are faced due to absence of adequate employee training and selection method. It can be deduced that employees seek employment on a temporary basis, thus, employee turnover increases. Moreover, subsequent interruption of supply chain results in a considerable reduction of revenues (annualreports.com, 2018). 
Social Factors
Social issues faced by McDonalds are somewhat similar to political issues faced by it. Developing countries that put sufficient importance to religion often launch protest movements to boycott goods. Societal pressures such as this suspend production of a company. Moreover, health conditions of customers in the US can also cause considerable disrepute. Hence, such issues have to be effectively eradicated for smooth workflow. It would enable success in the company in future.
Technological Factors
A large organisation such as McDonald’s depends on technological equipment. Equipments such as Point-of-sale and other similar technological devices are given considerable emphasis. Issues in relation to technological aspects refer to damages occurring due to power loss. An occasional power loss can slow down workflow for an entire day and this would further incur irrevocable losses (annualreports.com, 2018). Failure in telecommunication is also significantly relevant as it hinders communication between different departments in McDonald’s. This concern business considerably depends on third party systems poses considerable risks as a slight damage can lead to operational hazards. 
Legal Factors
McDonalds, being a large organisation, has to pay taxes such as income taxes and other taxes in the U.S. In addition to this, it also has manufacturing plants in different countries. Hence, rules and regulations pertaining to other countries must be sufficiently followed. Foreign countries have differing rules based on religion, ethnic and racial grounds. Such rules negatively hamper its workflow in ways that can permanently hamper its functioning. Moreover, actions related to litigation with regards to company relations with franchises results in increase of costs. It can further damage relations with suppliers. In addition to this, such actions that involve dependence on other franchises, results in McDonald’s having to share repercussions for breaking rules. 
Environmental Factors
Social responsibility was effectively prioritised by McDonald's restaurants. This is due to increasing emphasis given to sustainable use of resources. Environmental issues can take place in terms of new initiatives launched by governments for different countries. Thus, certain obstacles would be created that would most likely hinder smooth propagation of workflow. Due to rising concerns amongst general population regarding climate change, considerable measures have to be adopted by companies for reducing it. McDonalds is a multinational company having a large number of restaurants in different countries. Hence, initiatives taken in forms of legal implementations can cause direct negative impact on a company.  
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PMI implies Plus, Minus and interesting implies a brainstorming, critical thinking tool and it aids in effective decision making process. In addition, in terms of determining pros and cons it was developed by Dr Edward De Bono for implication of proponent of lateral and critical thinking process.
PMI strategy can be implemented in Mcdonald’s as it assists in brainstorming innovative ideas, making quick decision by process of analyzing and weighting both pros and cons (Kerns, 2016). Moreover this tool implements usages of 3 columns based on Mcdonalds that can be discussed as:
	Plus 
· Effective brand equity at a worldwide section.
· It generally maintains consistency of food items. This item includes coffee, smoothies and Angus Burger.
· In financial year 2005, it was estimated that annual payment of dividend is estimated to enhance by 55%.


	Minus 
· Declining share of market
· Weak development of product
	Interesting 
· International level of expansion
· Usage of CRM along with database marketing



Table 1: Implication of PMI strategy
Pros of using PMI in Mcdonalds
· This tool usually foster analytical thinking process
· It assists to generate innovative ideas along with implication of enlightened decision
· This tool can be used both in teaching and non teaching process (Jafari and Safavi, 2015).
Cons of PMI tool
· It is a time consuming and expensive tool to be implemented for decision making process
· It is not easy to create rather it is complex in nature
· It is not easy to configure in business venture.
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Apart from major problems such as, political, legal, and economic there are several hurdles are also can be found within a business venture. However, strengths and opportunities are also there for market growth. Through SWOT analysis, these micro and macro aspects can be identified.

	Strength
	Weakness

	McDonald’s is the second largest restaurant chain that has 36,899 restaurants in 120 countries. However, it has ranked as 9th on the world's most valuable brands (forbes.com, 2019). Thus, it has a strong market share and financial strength.
This business body is a highly recognizable brand in terms of its worldwide coverage. It has sponsored international sporting events, such as the football World Cup and the Olympics (corporate.mcdonalds.com, 2019).
There is a contrast between regional and international menus. However, in terms of maintaining food standard McDonald’s has followed strict regulation and provide staff training and development sessions to company owned and franchised stores (bbc.co.uk, 2016).
	It has a complex menu list, in which product range is very wide. Customers criticized McDonald’s for serving high calorie, and high fat products (corporate.mcdonalds.com, 2019).
Although this concern food chain has franchise scheme, multiple outlets have different levels of service that may have an impact on the brand value.
However, older restaurants of this brand have poor quality of service. Moreover, equipment maintenance is not proper in those restaurants. In order to provide a national delivery service, It has some lagging too (corporate.mcdonalds.com, 2019).

	Opportunities
	Threats

	Technological advancement is a promising opportunity for this concern food chain business. McDonald’s can enhance its service delivery and connection with customers with this assessment.
McDonald;s have opportunities in developing recycling facilities to obtain business sustainability. Through this, it can successfully establish its image in front of stakeholders and customers as a responsible business venture.
	 The taxation on the Fast food is going high due to concerns regarding obesity. This growing level of taxation squeeze reduces the profit margin. In that case, Food price will be increased which will affect customer’s attraction. On the other hand, McDonald's has to reduce fat content in its foods (ibisworld.co.uk, 2019).	
As the fast food business is a fast growing sector, thus world economic threats are also required to be considered. In this case, branded stores cannot transform into franchises. However, in some cases this transformation is too slow due to less economic growth. In addition, it has lack of franchise friendly framework. However, Franchise businesses are also having slow growth such as China could raise as much as $3bn (bbc.co.uk, 2016).
Moreover, workplace environment in several cities in McDonald’s Outlets are not good. As from US news, it has been revealed that on September 18th, 2018 several employees from McDonald’s franchises strike claiming sexual harassment. Restaurant and its managers are targeted in cities such as Chicago, Los Angeles, Miami, and St. Louis (forbes.com, 2019). 


Table 1: SWOT of McDonalds
(Created by Leaner)
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As per SWOT analysis, there are several threats and weakness has been seen. This aspect can be considered as a micro and macro problem within an organization. Some of these problems are market oriented which can be eliminated.  In order to overcome this problems McDonald’s required some alternative solutions. 
Enhancing Product Quality:
As McDonald's is a fast food chain, thus main product is food. Any kind of issues regarding food quality can be very awful element for business reputation. However, it has been seen McDonald’s has high fat containing food, which is a problem for those people who prefer low fat containing food. As an alternative to this problem, McDonald’s has developed a menu list with healthy low fat products. These menus have products like Fruit and Maple Oatmeal (4g Fat), Hamburger (8g Fat) and Egg McDuffie (12g fat) (msn.com, 2019).
Enhancing Technology:
McDonald’s has multiple old restaurants in which equipments are poorly maintained. Thus, customers have often complained that they cannot have ice cream, as McDonald’s store has broken cream machine. As an alternative to this service management problem Raina McLeod has developed, a mobile application called “Ice Check”. In this application, a customer can see which one of the nearest outlets of McDonald’s has working Ice Cream Machine (businessinsider.com, 2019).
Improving business environment: 
In several countries, McDonald’s has Complaints about worst workplace environment. There multiple complaints have been raised about women employee’s sexual harassment. As an alternative to this concern problem McDonald’s has enhanced training sessions for managers and franchisees in those areas that have the largest source of lawsuits (forbes.com, 2019).
Improving franchise friendly framework:
In order to have sustainable long-term business McDonald’s has now surveying about sales scale of multiple franchises. As per performance, McDonald’s has make changes to franchise royalty and fees structure in order to enhance business market. However, in this way profitability of franchises has also been enhanced (forbes.com, 2019).
Sustainable Business development:
McDonald’s has increased priced rate due to increased taxation on fat containing food. Thus, they has enhanced low fat containing food list. However, McDonald’s has plans for utilizing 100% recycling facilities to establish themselves as a responsible business venture by 2025 (forbes.com, 2019).
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In assessment of business operation, there are several kinds of decision-making required to for development. Plans and strategies required to be implemented as per decisions that are evaluated from cause an analysis of every problems and issues. In case of McDonald’s main business issues is that, it has low operating income. However, growth velocity in business is also low.
For that issues there are eight main causes has been identified. Moreover, decision making for business strategies development has been done as per those causes analysis.
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Figure 1: Fishbone of McDonald Business Risks and Issues
(Created by leaner, adopted from: corporate.mcdonalds.com, 2019)
As per these fishbone root cause of this business problem is as follows,
· Investments Not Generating Returns
Any kinds of decision required to be taken for long-term business returns. These decision-making aspects depend on System wide execution of McDonald’s strategies. Thus to have Long-term business development McDonald has taken decisions to have investment in EOTF (Experience of the Future) restaurants. Modernize equipment and technology will be available in those EOTF restaurants. However, digital cash transactions, and food delivery system also will be enhanced. These all kinds of structural enhancement decisions required investment and partnership with other parties, such as digital payment partners and delivery partners.  These decisions required to be well executed to derived profitability (forbes.com, 2019).
· Uncertain Success rate in Customer’s aspect
Pricing a product is a vital decision to be made for having the ability to retain, regain, and convert customers. However, developing marketing plans and evolving system as per customer’s requirement is also a major decision to be made by an organization. McDonald's has developed future pricing strategies that ensure the pricing as per customer’s preference. However, it has the risk of changing as per market economy. On the other hand, the business undertaking’s advertisement environment is quite costly and complex. This advertisement depends on the resources across different channels. In this case, effective reaching to customers is very important.
· Intense Market Competition
McDonald’s has primarily completed the IEO (Informal Eating Out) Segment, which is Franchise Model Business Has Risks comparative. There are several kinds of traditional and non-traditional competition in business has been development in this segment, which create a potential cause for slowing down the business growth.
· Technology System Failure 
McDonald’s has taken decision to increase reliant on technological systems. This aspect includes point-of-sale and other systems or platforms, which will support McDonald’s digital and delivery solutions. This technological enhancement has been provided to the business undertakings by third parties. Any kind of failure or breakdown in this third party assessment can hamper entire task operation and customer's perception. However, in case of cash transactional system security is a vital factor. Security beaches cloud be developed because in between the business undertaking’s and customer, there will be a third party involvement. Moreover, as per General Data Protection Regulation (“GDPR”), personal data of individuals required have entities processing. European Union required several information and details when it regards to data handling process. Thus, Failure of any technological aspect to meet GDPR requirements can cause substantial penalties. These penalties can have huge financial impacts.
· Reduction in Global Scope 
McDonald has been operating in more than 100 countries. However, due to the globalization of business every regional and international business in this fast food segment has been now considered as a global competition of business. In addition, relation between two also create direct and indirect impacts on business association. As per example when the UK's he decides to leave the European Union through a negotiated exit over a period. Then business relation complexity has been increased in.
· Changes in Commodity and Operating Costs
Operating costs for McDonald’s depend on multiple aspects such as, Food ingredients, fuel, paper, supplier charges, and labour chargers. Any kinds of national or international aspects that have an impact on this commodity cost can increase or decrease the operational cost for business. Thus decision making aspect for pricing and operation cost is depending on fundamental cost for commodities and other aspects.
· Changes in Tax Laws
Operational strategies and business cost analysis has been accumulated with induction of subjected taxes. The decision making of business assessment hampers while the tax laws and foreign judicial laws for export and export has been changed. This change in laws has direct impact business assessment strategies.
· Franchise Model Risk Induction
McDonald’s has few numbers of owned restaurants in multiple countries. The main business of this brand has been running on franchise structure. In this case, fees from franchise are the main source of profitability. Thus, the whole decision required to be made considering these multiple franchises. However, business growth in the franchises also enhances the overall growth of McDonald. It has been seen that business risk and other comparative aspects has affecting the growth of franchise’s sale scale.
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This problem in business growth and effecting Ares can be resolved through proper analysis of business forces. The main force for business development for McDonald’s is its customer. This food Chain serves over 100 countries. However, it has customers over 70 millions every day. Business scale of employee, which is 37500, is also a greater force for this company development.
Here a porter Five force model has been reported for McDonald’s to analyze the implementation scope for business development.
	Competitive Rivalry
	In today business, era fast food chain has huge number of competition. International and local chains are competing to each other for a single market place. Wendy’s, Burger King, Johnny Rocket is some international competition for McDonald's in market of burger. For this intense market competition, it has enhanced and developed its franchise friendly frameworks and develops technology aspects as well. This comparative rivalry enhances the performance of McDonald's in this food business (ibisworld.co.uk, 2019). 

	Threat of new entrants
	McDonald's is a brand, which operates their business through franchise model mainly. A new entrant required to have massive amount of investment for create competition to McDonald's in a global level. Thus McDonald’s huge brand value immunes it from these kinds of challenges. However, this concern organization has market challenges from new local food chains, as they enhance their business through 2 to 3 outlets in local margin of pricing aspects. This aspect creates a business competition for this food chain in field of local and national market.

	Supplier power
	McDonald's suppliers are easily available all over the world. This business requires products such as, fuel, chicken, and other food ingredients. These products are easily available. Thus, supplier power of this brand is much dominated. As these products are easily available in large number, thus supplier has no position to bargain with business franchises. Thus, this business has a large number of options for switching supplier for more profitability. Through this aspect, McDonald’s has gain a force of supplier availability.

	Buyers power
	In this case, of food chain market buyer power is stronger than franchises. As there are several options are available for food, thus customer dissatisfaction can be a cause of sale degradation. However, as there are several options are available nowadays thus a customer can protest any kind’s price hike or pricing policies by this concern organization.

	Threat of substitute
	More or less every fast food chain delivers the same kinds of products with lesser difference in taste. Thus for product choosing factors there are several other options are available in the market. Thus, in this case threat of substitute is very high for McDonald’s.


Table 2: Porter's five forces of McDonald’s
(Created by Learner Adapted from: corporate.mcdonald’s.com, 2019)
As per these forces, it has been seen that solution for market development can be integrated through product innovation. However, demand for the innovative food ideas can enhance market attraction toward this business apart from other competitions.
Communication to stakeholders
Communication between Stakeholders is a very important element for any business to have development. Several development policies, identified threats, strategies, and advertisement required to be circulated among stakeholders in an effective way. This communication within McDonald's business environment has been consulted through internal and external medium.
Internal Communication:
To deal with the communication between staff and stakeholder this concern organization has an internal communications team. Apart from this aspect, McDonald’s has communication mediums such as, intranet and weekly newsletters. Through theses, concern mediums employees are stakeholders are stay connected.
External Communication:
For external communication, McDonald’s has run numbers of advertisement campaign. This campaigns run throughout the year. In these campaigns, this business body communicates with customers about their product, pricing. However, several; kinds of training programme, recruitment notice and educational program notice all are informed through this campaign session. Apart from this, it has several media partners and market influencer for external communication.
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McDonalds requires a number of reviewing and monitoring techniques to rectify issues (Tax et al. 2017). Some techniques are as follows: 
Change in policies
McDonald’s require considerable changes about corporate policies. Environmental issues such as climate change, global warming and increase in natural disasters requires governments to impose strict laws regarding production o large organisations. Companies such as McDonald’s also face such measures. However, this bussiness can incorporate such changes independently in its policy to make employees much more aware regarding environmental laws. Hence, any new measure launched by a government would not be problematic, as employees would be made habituated with working in a manner that benefits the environment. 
Feedback
Customer feedback is considered to be of sufficient importance as it enables collecting information regarding customer opinions. Customer an opinion regarding certain products helps in determining demand brands. Hence, McDonald’s adopting this strategy would be highly benefited, as it would shed profound light on demand products. A product proven to have low popularity should be reduced in terms of production. Such a step would imply saving of sufficient resources that could be further used to produce goods that are more in demand. Certain small changes in products can also be sufficiently made by companies for increasing customer satisfaction (Kerns, 2016). 
Tracking changes
Changes are necessary when it comes to McDonald’s. It lacks sufficient employees and this issue hinders the process of production. Hence, changes have to be made in terms of recruitment measures. Selection processes must be made stricter. Moreover, educational qualifications must be made considerably specified. In order to maintain an employee within the business undertaking’s for a long time, strict rules must be introduced in employee contracts. However, such changes must be efficiently tracked. This task is considerably easy as it involves tracking improvements made in terms of revenue. 
Engaging with stakeholders
Stakeholders are of varying types ranging from customers, government, local communities and many others. Such stakeholders possess sufficient shares in a large company such as McDonald’s. One significant technique involves a thorough discussion with stakeholders for creation and implementation of strategies. Such stakeholders have interests in the company and can sufficiently help in creating effective measures. Moreover, including stakeholders in company decision making can sufficiently help in increasing credibility of a company. A company can acquire considerable reputation by engaging in discussions with its stakeholders as it implies increase in accountability (Passig et al. 2015).
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This fast-food chain has an environment with opportunities and threats in this field of business. There are some recommendation has been mentioned, through which this opportunities can be accelerated.
· The taste of the food is world famous. In this case, it will be very beneficial for this organization to launch some new product, which contents less fat and calories. As people are getting health conscious, day by day thus having health foods in the menu list can be more attractive for customers.
· It will be beneficial for business growth to have franchise friendly environment. With less franchise, loyalty charge McDonald can derive more small size organization toward this food chain.
· Technology growth is also required for this organization. Online food delivery services and online business promotion will be very beneficial for these developing business scenarios for this organization.
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At last, it has been seen that there are several kinds of problems are enhanced in McDonald’s business environment. Market competition has been increased too. For now, McDonald’s has been immunized from global market competition. However, in the local market, it has threats of new entrants. Complex tax session policies and import export policies has created a drawback for McDonald's market growth. Although the main business of this company has been running on franchise model, there are same lacks in Franchise friendly framework has presented. However, McDonald's has been invested in experience of future model Restaurant that has been expected wise move for business development.
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