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[bookmark: _Toc61347755]Introduction 
The purpose of this report is to critically examine how the quality systems and controls for MacDonald’s customer has been affected or influenced by external and internal factors, Macdonald’s response or reaction to these factors and how the company can apply customer relationship management (CRM) to achieve its business objective.
 (Kokemuller, 2020) argued that when business and environmental factors change radically, companies that survive in the long term are those that apply strategic adaptability which helps them respond effectively to the changes. Several factors such as advance in technology, economy, globalisation and changes in customer preferences and many more are reasons why successful companies need to keep evaluating the environment in which they are conducting business in order to be ready to adapt thereby gaining competitive advantage. The recent covid-19 pandemic and its rippling effects on business environment has reconfigured customer expectations, behaviour and the way business are generally done. According to (Accenture, 2020), customers lifestyle has been fundamentally altered and the newly learned customer behaviour and habits is expected to continue into the foreseeable future.
(Carr, 2018) posits that of all the elements of a business, only customers create value. In the absence of customers, there is no revenue generation and invariably no business.  From this, it can be inferred that any company that would outlast the challenges that results from the current complex business environment must become more customer centric.  Businesses need to reconsider what their customer value proposition is and find ways of generating value in their products and services if they are to stay commercially relevant in the new economic terrain. More than ever before, the interaction between businesses, their partners and customers must shift from transactional based marketing to a relationship marketing approach.  
This report will examine how McDonald’s utilizes its customer relationship management (CRM) strategy to review their customer’s new expectations, wants, needs, habits and behaviours in order to redesign a quality system and customer experience that will ensure customer satisfaction and brand loyalty. A critical evaluation of the CRM strategy will also be carried out to identify its strength and weakness in order to apply it in an appropriate manner.
In addition, an assessment will be done using the STEEPLE analysis to understand the changes in the organisation’s external environment and its effect on the organisation’s quality systems and controls. For example, how has covid-19 affected the organisation’s internal operations and employees’ performance to deliver quality service to their customers? According to (Radziwill, 2008) a quality management system (QMS) is a means of managing and continually enhancing core processes to achieve maximum customer satisfaction at the lowest total cost to the company. The company’s quality systems and control will be reassessed to ensure there are no service gaps and that everything is done to exceed the customer’s expectation by using service quality gap model such as SEVQUAL. 
[bookmark: _Toc61347756]Introduction to McDonalds
McDonalds is the world’s biggest food retail chain in the quick service restaurant sector. It is popular for its wide varieties of products on their menu list ranging from chicken sandwiches, hamburgers and cheeseburgers, fries, wraps, chicken McNuggets, salads, oatmeal, shakes, desserts, softs drinks, coffee, McCafé beverages etc (Annualreport, 2019). McDonald was incorporated in 1955 and the first restaurant was opened in the United States while the first UK McDonald’s restaurant was opened in 1974 at Woolwich. Since then, over 1000 restaurant has been opened in the UK till date (Advameg, 2020).
The company operates a franchising business model and generates a revenue of more than $40 billion in systemwide sales from its 38,695 restaurants in 119 countries as of 2019. It also owns an exceptional global infrastructure, real estates, marketing, franchising and competencies in restaurant operations. McDonalds is generally known for its quality food, cleanliness and excellent services (Annualreport, 2019).
McDonalds B2B relationship consist of purchases from several independent suppliers of food, equipment, packaging and other products. The company operates strict policies and procedures on food safety and quality standards. This is monitored and controlled by quality centres established worldwide. Their job is to provide ongoing review on products and on-site supplier inspection. McDonald also takes its social responsibility and environmental matters seriously in order to accomplish longstanding sustainability goals that benefits the company and the communities it serves (Annualreport, 2019).
According to (Kempczinski, 2020), the covid-19 pandemic and its subsequent downturn on the global economy affected the busines adversely. Due to the government lockdown measures enforced in most countries, the company experienced a 24% drop in sales making the record of the worst quarterly result in recent years. Another factor contributing to the company’s low profit during the pandemic was the 12 million free meals that was donated to frontline workers costing between $30million and $40 million


[bookmark: _Toc61347757]Business Environment Analysis
(Sharma, 2017) argues that the purpose of analysing the business environment is to help organisations identify and understand the potential influence of internal and external factors affecting the organisation. Environmental analysis is required by businesses operating in a rapidly changing environment such as during this covid-19 pandemic period. The business environment analysis helps in identifying the organisation’s internal factors by considering its strengths, weaknesses, opportunities and threats (SWOT) while the external factors are evaluated by using the PESTLE or STEEPLE analysis. The conclusion drawn from the analysis is used to select the best alternatives in the decision-making process and forming strategies that will enable success and growth of the organisation.
[bookmark: _Toc61347758]STEEPLE Analysis
In order to analyse McDonald’s macro external environment, the STEEPLE analysis which serves as a strategic management tool will be used to evaluate external factors influencing the performance and growth of the company (Sharma, 2017). STEEPLE is an acronym that stands for social, technological, economic, environmental political, legal and ethical.
Sociological factors: (Greenspan, 2018) posits that social trends dictate consumer behaviours and can result in changes to the organisation’s macro environment and its revenues. Aspect of the sociological factor that may affect the business include social unrest, public health pandemic, the rise or fall of disposable incomes, increasing cultural diversity and healthy lifestyle trend.
 One of the major current issue that stands out in this category is the ongoing global health pandemic which has adversely and significantly affected consumer behaviour and spending habit, cost and availability of supplies and the disruptions of local operations. Government regulations such as lockdowns and social distancing has drastically reduced the influx of customers into McDonald’s restaurants and negatively impacted on the company’s revenue. Also, because of the corona virus pandemic, consumers have become more conscious of their health and wellbeing and their preferences are shifting to more healthy foods and lifestyle. This may pose as a threat to the company due to complaints and criticisms about the negative health effects of McDonald’s food (Annualreport, 2019). Also, consideration should be given to the company’s employee as they still must go to work physically in the restaurants unlike many workers who are now working from home. Their health and well being must be prioritised by providing all the personal protective equipment needed for them to do their jobs effectively and maintain quality service.
Furthermore, the increasing cultural diversity especially in urban cities can be considered as a threat and as an opportunity depending on how the company responds to this external factor. Varied set of consumer preferences is created due to the multicultural structure of the society and different local and regional markets. McDonald’s failure to address these diverse consumer preferences can lead to loss of profit and may become a threat. On the other hand, this factor can be an opportunity if the company becomes more flexible in designing products specific to the locality, thereby satisfying customer preferences and maximising sales.
Technological factors: This category of the STEEPLE analysis focuses on the impact of technological trends on the macro-environment of the company. According to (Greenspan, 2018), for McDonald’s to perform at optimum level and reap the benefits of technology and related trends, the business needs to consider how to employ technology in these three areas namely, research and development (R&D), rising business automation and increasing sales through apps and mobile devices. The ability to fully explore these areas with technology could serve as an opportunity for the company. 
McDonald’s customer-centric strategy known as the Velocity Growth Plan is based on extensive customer research and insights and major drivers of the business (Annualreport, 2019). The company focuses on enhancing customer experience by improving service performance and offering customers best value. The company has also invested heavily on technology to increase customer personalisation and convenience. 
Due to how corona virus spreads which is from human to human, there is a growing tendency for customers to rely on technology for their purchases going forward. According to (Deloitte, 2020) compared to Q1 2019, digital sales has grown by 18% in Q1 2020. McDonalds is responding to this by employing digital technology as well as using it to improve their service model. Digital technology is used to increase choices for how customers order, pay and served their food. Mobile devices, apps, self-order kiosks are used to enhance convenience for customers thereby improving customer experience (Annualreport, 2019). Through the mobile apps, more consumers can be reached, sales increased, and revenue grows. This can be explored as a major opportunity for the company in engaging customers.
Another area where the health pandemic has influenced consumer behaviour in the area of technology usage is in contactless payment (Kempczinski, 2020). The reason is because customers are moving towards service channels that reduces contacts with people.
Economic factors: (Adrain, 2020) states that McDonalds admitted a huge drop in global sales as fast-food restaurants were shut worldwide due to the corona virus health crises. It was reported that sales reduced by 23.9% at the second quarter which ended on June 30, 2020. The health crises have impacted adversely on many countries’ economy with many on the verge of recession. This has resulted in increased rate of unemployment, salary reduction due to many furloughed. This could impact on household income negatively and reduce disposable income and customer’s spending power. According to (Sumaya, 2020) , the real household disposable income (RHDI) in 2020 in the UK decreased by 2.3% signifying the biggest reduction in recent years. This reduction in gross disposable income is as a result of decrease in wages caused by increase in unemployment tied to the furlough scheme. Consideration should be given to this as it may affect consumer spending and pose as a threat to the company.

Environmental factors: (Rondinelli, 2008) infers that organisations globally are accepting environmental protection programmes as part of their competitive strategies. This change is motivated by increasing pressures from customers, employees, competitors and government.  According to (Annualreport, 2019), McDonalds aims to reinforce its brand and business performance by improving its environmental and sustainability programmes. The company is responding by installing recycling units across more than 1000 restaurants in the UK where customers can separate plastics for recycling. Also, the quantity of paper and plastic usage daily and greenhouse emissions is being reduced. These improvements can serve as an opportunity for the company to project a more positive public image. On the other hand, issues such as climate change in some regions can be a threat to the company as this may affect the supply chain.
Political factors: This part of the STEEPLE analysis deals with the effects of government policies, regulations and actions on McDonald’s macro environment. For instance, health and food hygiene are strict regulations the company must follow. Refusal to adhere to government regulations and laws may result in loss of profit and brand disrepute. Government policies on public health may be a threat to McDonalds if they are not acted on. However, the same policies may serve as an opportunity for the company to introduce more healthy options to their menu. The recent covid-19 government guidelines on social distancing and business lockdowns are all part of how government regulations can affect businesses. Another political issue that threatens McDonalds in the UK is the Brexit issue. According to (Gorn, 2019), a Brexit without an exit trade agreement with the European union will greatly increase import costs, tariffs and invariably food prices. McDonalds UK supply chain is directly linked to countries within the European Union and a disruption in the supply chain will cause them to run out of fresh foods. This means there can no longer be guarantee on the quality and durability of food. This may be one of the biggest threats the company may be facing as they have very little control over the matter.
Legal factors: this refers to all the legal requirements which are peculiar to the localities in which McDonalds operates and is expected to adhere to. For instance, laws concerning health, safety and employment. Some health laws may limit the number of fast foods that is being consumed in some schools and workplace. While the company must take into safety laws and laws that guide employee’s recruitment, treatment and wages. In the UK, the local councils receive business rate payment from McDonalds (Rahman, 2017).
Ethical factors: lastly, the ethical factors consider moral issues in terms of beliefs, norms and values. This deals with all the processes and actions which influence organisational behaviour within and outside the company such as partners, customers, community and competitors (Wozniak, 2019). McDonalds recognises the need to establish ethical practices especially in the area of high quality, food safety, environment and ethically sourced raw materials. This is because customers also make their buying decisions based on the company’s ethical standard and sustainability programmes. The company currently works with several charities to sustain their corporate social responsibilities. On the issue of employee treatment, there has been unfair practices on the part of the company in many countries. These matters range from low wages, mistreatment of pregnant women and long hours which has caused many strikes (Annualreport, 2019). The Triple Bottom Line which is accountability framework for gauging an organisation’s treatment and response to people, planet and profit should be used by McDonalds to assess its corporate social responsibility and sustainability goals.

[bookmark: _Toc61347759]Customer Relationship Management in McDonalds
[bookmark: _Toc61347760]Definition of CRM
(Buttle, 2019) defines customer relationship management (CRM) as a business strategy that maximizes profitability, revenue and customer satisfaction by organizing around customer segments, fostering behaviour that satisfies customers, and implementing customer-centric processes. (Plaksij, 2021) argues that businesses cannot exist without its customer base and the success of a business is based on the way it manages its customer base. An effective CRM is used to collect and maintain customer needs, motivations and behaviours over the period of relationship through touch points. The data gathered can be used to enhance customer experience thereby continually improving relationship. And by using technology and CRM software, marketing, sales and customer support activities can be integrated to measure and assess the process of knowledge acquisition and sharing within the organisation.
[bookmark: _Toc61347761]Application of CRM in McDonalds
According to (Binns, 2020) McDonalds has about a total of 4 million customers in the UK and a customer base of 69 million worldwide. McDonalds manages its customer base by partnering with Astute Solutions who employs a CRM program called PowerCenter (Annualreport, 2019). This CRM program can access restaurants by region and helps the company to capture data, provide greater insights into customer feedback, both positive and negative, and satisfaction levels. With this in place, the company is equipped to quickly identify potential customer relationship issues and resolve them thereby building a trust culture with its customers. The PowerCenter program is designed also to integrate data from the network of restaurants into an effective CRM tool which provides McDonalds franchisees and corporate managers with live access to customer data. The CRM tool also enhances the accuracy of reporting and more intelligent making decision.
[bookmark: _Toc61347762]Limitations of CRM
(Campbell, 2020) argued that some of the limitations of CRM to consider when implementing in any organisation include issues such as cost of implementation. Several types of software alternatives are available with various price plans. Consideration should be given to total cost of ownership when choosing the CRM software. Another limitation may be lack of proper communication of what information is needed and how to use it. Integration needs should be communicated in advance to all concerned and relevant staff. Lastly, management must monitor the level of commitment and resistance to organisational change from relevant staff as this may be a major hindrance to CRM implementation.


[bookmark: _Toc61347763]Relationship Marketing
(Buttle, 2019) infers that the essential reason businesses want to build relationship with customers is economic. Relationship marketing is about forming long term relationship with customers and is made of series of interactive episodes between the company, customers or other stakeholders. The process involves identifying, maintaining, developing and ending relationships when necessary with customers and stakeholder so that all parties’ objectives are met at a profit.
Transactional marketing on the other hand, is a traditional marketing strategy that is focused only on individual point of sale business transactions rather than developing meaningful relationship with the customer (Ellegde, 2016). The appeal of transactional marketing strategy is that it is extremely cheap in comparison to relationship market which require considerable investment in building and maintaining customer relationships and loyalty. 
Furthermore, the differences between these two marketing strategies are that while transactional marketing focuses on customer acquisition, relationship market is more concerned with customer retention. Transactional marketing is interested in simply making a one-time sale while relationship marketing aims for mutual satisfaction. The focus of relationship marketing is to create value while transactional marketing goal is to make exchange.
One of the main goals of relationship marketing is customer retention because improving customer retention rate leads to increase in organisation customer base. Although, it is pointless for organisations to grow their customer base if profitable customers are not retained. (Buttle, 2019) argues that improving customer retention keeps marketing costs low and little is spent on replacing churned customers. Improved relationship marketing results in customer satisfaction which invariably translates into customer loyalty.
The relationship marketing strategy has a two-prong arm which are customer winning elements used for acquiring customers and customer keeping elements for retaining customers. The customer winning elements comprises of product, pricing, promotion and place. The customer keeping elements consist of people, processes and proactive customer service. These elements are what is used in building lasting relationship with customers and stakeholders.
[bookmark: _Toc61347764]McDonald’s Relationship Marketing Strategy
The current business environment climate caused by the global pandemic outbreak requires a culture of empathy, trust and compassion more than ever before. Businesses need to shift from transactional marketing to relationship marketing to better serve their customers and their community. McDonald’s marketing mix strategy include.
Product: this is the physical product and services provided by the company to its customers and consists of both tangible and non-tangible aspects of products and services. Features of McDonald’s product which is categorised as convenience product includes appearance, packaging and desirability. McDonalds offer a significantly consistent menu across their eateries, although there are regional variations to cater for local customer preferences and tastes. Menus include Big Mac, hamburgers and cheeseburgers, Quarter Pounder, Fillet-O-Fish, chicken sandwiches, Chicken McNuggets, Fries, salads, wraps, shakes, oatmeal, desserts, soft drinks, and beverages and breakfast menu as well (Annualreport, 2019). The company strive to continuously adapt its menu to meet customer needs based on quality, taste, choice and nutrition.
Pricing: the objective of the pricing strategy is to use prices to maximize profit margins and sales volume as it determines revenue for the business. It is an important element used in gaining competitive advantage over the company’s competitors. McDonald’s pricing strategy is designed to attract middle- and lower-class people. McDonald’s pricing strategy include a combination of bundle pricing strategy and psychological pricing strategy (Meyer, 2020). Bundle pricing strategy offers meals and product bundles at discounted prices compared to buying them separately. Examples of such products are happy meal, combo meal and family meal. Psychological pricing is when the company uses prices that seem significantly more affordable such as £ .49 rather than rounding it up to the nearest Pound. The combination of this pricing strategy is designed to encourage customers to purchase more products.
Promotion: this aspect of McDonald’s marketing mix refers to the strategy employed to communicate with and persuade targeted customers to buy. In a customer’s journey, these are the touch points customers encounter before purchase is made. McDonalds uses the following approach in order of significance for its promotion: advertising, sales promotion, public relations and direct marketing. TV, print media, radio, billboards and online media are used for advertisement while sale promotion such as McDonald’s offer discount coupons, freebies and product bundles are used to attract customers to the restaurants (Meyer, 2020). Public relations activities are used to promote the company through good will and reinforcing brand. Some of the activities are Ronald McDonald House charities and McDonald’s Global Best of Green environmental program support communities (Annualreport, 2019). This is used to also achieve the company’s corporate social responsibility and sustainable goals. 
People: at McDonalds, the value of both customers and employees is well understood. The company operates by the rationale that employee must be happy in order to provide excellent service that results in happy customer. Therefore, the company order its people according to their level of importance from customers, line employees, middle level managers and lastly front-line managers. The punchline “I’m loving it” worn by employees as a badge is a way of showing that employees are loving their work and love to serve customers (Meyer, 2020).
Pro active customer service: the importance of offering excellent pro active customer service in the current business climate can not be over emphasised. This is because pro active customer service helps build trust, goodwill and create a positive perception in the minds of customers. During the pandemic where social distance is emphasised and lock downs are in place, McDonalds is focusing on its delivery platform as a way of ensuring convenience for its customers. Also, the company has been reported to allowing their customer to choose what is on the menu when the restaurants open post COVID-19 (Globaldata, 2020). This is seen as a savvy marketing move displaying McDonald’s ability to evaluate and respond to consumer sentimentality in a fun and interactive manner. This pro-active customer service action is sure to empower consumer and create customer engagement through a sense of partnership with the brand and thereby creating brand loyalty.
[bookmark: _Toc61347765]Customer Experience
(Buttle, 2019) infers that certain core concepts are connected to customer experience management. These concepts include touch points, moment of truth and customer engagement. 
Touch points refers to the point of contact either, virtually or physically between company’s products, services, communications, people, places, processes or technologies and customers (Buttle, 2019). These touch points may occur before, during or after purchase. Examples of touch points are advertising, website, email, event, social media at prepurchase. Examples during purchase include restaurant, salesperson, website etc. Touch points after sales may include help desk, billing, satisfaction survey, etc.                           
Moment of truth is anytime a customer is exposed to, interacts with any aspect of the organisation and can form a cognitive or emotional impression of the company albeit good or bad (Hyken, 2020). While customer engagement is described as the multidimensional and multi-faceted relationship between customer and the brand (Buttle, 2019). This is displayed by customer on different levels which include cognitive, affective, behavioural, and social engagements. 
[bookmark: _Toc61347766]Evaluating McDonald’s Customer Experience Model
These are the following ways McDonalds is developing and refining its customer experience management.
Firstly, the company is taking advantage of technology to enhance customer experience by acquiring a tech-based personalization company called Dynamic Yield (Arthur, 2019). This technology will enable a better customer experience at its drive-throughs by showing customers menu options based on weather, time of the day, trends and existing restaurant traffic. The technology is also built to suggest and show menu add-ons based on individual customer’s selection. McDonald has introduced this technology in the U.S.A market and is set to roll it out to other locations worldwide. The technology is set to be integrated into all digital customer experience touchpoint, including the company’s app and self-order kiosk (Arthur, 2019).
Secondly, the company is basing its improvement of customer experience management on the rationale that better and happier staff results in better customer experience (Cantor, 2016). Two areas of complaints identified by customers were inaccurate drive-through orders and slow service. These issues are addressed by increasing staff salary with the belief that it will lead to happier and more loyal employees. Happier employee will have more friendly and empathic interaction with customer and will be more motivated to perform resulting in better service and productivity. Improved training of staff and practice is the other solution proffered in addressing the problem. 
[bookmark: _Toc61347767]Evaluating Service Quality Management At McDonalds
Customer experience is better understood by examining the quality of service provided by the business. The company’s goal should be customer satisfaction and customer satisfaction are derived from the quality of service received by the customers. High level of quality results in high level of customer satisfaction and high level of customer satisfaction results in high level of profitability for the company. Service quality is based on customer’s expectation compared to the level of service they think was provided by the business. According to (Buttle, 2019), these perceptions is based on whether the quality is in conformance to specification, for example prompt delivery of meal at the McDonald’s restaurant. Secondly, quality is judged by its fitness for purpose, for example hiring staff at McDonalds who are friendly, responsive and emphatic in delivering service to customers.
One of the ways by which service performance can be improved at McDonalds is by using the SERVQUAL model. The SERVQUAL model offers management a systematic approach to measuring and managing service quality by considering customer expectations and developing service quality standards and service delivery systems to meet customer expectations (Buttle, 2019). SERVQUAL model consist of five core components which will be used to measure McDonalds service quality.
Tangibles: this refers to the outlook of physical facilities, personnel, equipment, and communication materials. McDonald’s restaurants worldwide have modern looking equipment and continues to improve their service model through digital technology to order, pay and serve food to ensure convenience. The staff appear neat and the restaurants are always clean and tidy. 
Reliability: refers to ability to perform the promised service dependably and accurately. McDonalds strives to deliver on their promise although there are cases where wrong orders are delivered. With improved staff training this can be corrected.
Responsiveness: is willingness to help customers and provide prompt service. Employees at McDonalds are always willing to help and deliver prompt service to customers. Due to the lock down by the government, McDonalds has focused their service on drive-thrus more than eat ins. According to (Macdonald, 2020), going through the drive-thru at McDonald is about 30 seconds faster compared to 2019 based on QSR drive-thru study conducted.
Assurance: means knowledge and courtesy shown by employees and their ability to convey trust and confidence. McDonald’s staff always seem polite and always answers questions and customer’s request.
Empathy: refers to display of care and individualised attention to customers. A large segment of McDonalds is the family with children who require special attention. By attending to their specific needs, the company has been able to retain this customer segment. This is also shown in the company’s insistence on providing convenience for their customers at all cost.
The SERVQUAL model can also be used to identify gaps between customer expectation and perceptions and close such gaps.
Gap 1 represents the gap between customers expectations and what McDonalds management think customers expect. Example may be that the management think that customers expect tasty meals while customer preferences may be shifting more to healthier meals especially because of increase in awareness of healthy diet and lifestyle caused by the global health pandemic. Primary research should be conducted to understand customers expectation.
Gap 2 represents management failure to design service quality specifications to meet customer expectations. McDonald’s appears to be at the forefront of service innovation in the quick service restaurant by using technology to improve convenience for customers. However, this gap can be closed by developing service standards and meeting customer expectations.
Gap 3 is when McDonald’s service delivery systems such as people, processes and technology fail to deliver to specification. To close this gap in McDonalds, attention should be given more to staff recruitment, training and retention with a suitable performance management that rewards excellent service delivery.
Gap 4 is a result of failure of the company to deliver a promised level of service performance to the customers that the company’s delivery system cannot deliver. McDonalds must ensure that its communications teams are briefed on customer expectations and that frontline staff do not over-promise customers.
[bookmark: _Toc61347768]Conclusion
Despite the setbacks and challenges faced by McDonalds especially as regards reduction in sales and revenue, the company has remained resilience and adaptable to the new business environment climate by improving on its existing service model with customers through technology and better trained staff who are more responsive, empathic and friendly in their service delivery approach.
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