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Executive summary 

This report is a report based on Corporate social responsibility and sustainability within McDonalds. 
· Information on the background of the organisation
· How sustainable McDonalds really are
· Friedman and Freemans stakeholder theory 
· Carols Pyramid and how this links to McDonalds 
· An investigate into how the Triple Bottom-line is related to McDonalds 
· Challenges that McDonalds face and recommendations on how their business could become more sustainable

Introduction 

This report will be research as to what sustainability and corporate social responsibility is and how it is related to the organisation that will be studied, in this case McDonald’s. where it will be identifying different key concepts and techniques for the business. It will include different key theories analysing corporate social responsibility, sustainability and including the perception of stakeholders; looking into how different policies for the company are affected. 
McDonalds is a very well-known and successful fast food restaurant. With-it having been around for many years. With the first fast food restaurant opening in 1954 by brothers Dick and Mac McDonald in California. (Neate, 2015)  McDonalds have over 1200 restaurants just in the UK and around 600 of them are franchised, there are over 30,000 restaurants worldwide. This means that they are a very well-known organisation with over 1,000,000 employees worldwide.  (Mcdonalds , 2011) With information like this, this report will be looking into how the company includes CSR and sustainability within their business. Different theories will be applied such as Freeman and Friedman’s stakeholder theories. It will be looking into Carrols Pyramid and the Triple bottom line to analyse sustainability and corporate social responsibility within McDonalds. 

Sustainability within McDonalds 
McDonalds is trying to become more sustainable as an organisation, by introducing new and different products and where they are made or where they have come from.  An example of this would be their pumpkin spiced latte that is made with rainforest alliance certified espresso, this is stated as people are now starting to care more where their food and drink is coming from, according to Bob Langert, the vice president of sustainability in McDonalds, as the world’s biggest fast-food chain they are seeking to make their supply chain much more environmentally friendly, as McDonalds are trying to enlist its customers as allies.  (Gunther, 2013)  So, they are trying to say that they are listening to what their customers want and are working together with them. 
McDonalds are also trying something new, this is by purchasing sustainable beef, they believe that sustainable beef is socially responsible, environmentally sound, and economically viable.  By doing this they are led to believe that it can help improve the environment such as improving soil health and air quality as well as protecting water, while other plans are set in to take place by 2020, such as being one of the first global restaurant brands to try and protect the forests and nature while beef is being produced. (Kowitt, 2017) what this statement says is that McDonalds are trying to become more economically sustainable by trying to protect the environment around them while their beef is being produced. 

McDonalds have different ways of becoming sustainable, a big thing that they are doing to become more sustainable is recycling. McDonalds have made changes to the way they are recycling, they are continuously looking for ways in which they can reduce their packaging, examples of this are resizing their big mac boxes, and their tray liners which has already saved around 434 tonnes of paper each year.  They recycle many different items such as their plastic and paper packaging, used cooking oil, their cardboard and their food waste. Although they are sustainable in many ways they are still putting orders into place. What they haven’t yet done and is coming into order is putting recycling units into UK restaurants so that paper and plastic can be separated by customers ready to be reused, in addition to this, they are being more economically and environmentally sustainable by reusing and preventing additional trees from being cut down. (Mcdonalds , 2016)
Friedman and Freeman Shareholder/Stakeholder theory

One of the theories that is being applied is Friedman’s theory. This theory claims that the sole social responsibility for a business is to increase its profits as much as it can. (Fox, 2012) 
 As Friedman has stated, “there is one and only one social responsibility of business – to use its resources and engage in activities designed to increase its profits so long as it stays within the rules of the game” (Friedman, 1970) This theory states that profit is more important in the business, this could be linked to McDonalds because as a company they want to be able to maximise the intake that they are getting on a daily basis, so by maximising their profit in their businesses is putting more money in the pockets of the people that own these franchises.
 Going more in depth, McDonalds make their profit by being a real-estate company as well as a fast food restaurant. This means that the properties are bought and are then leased out to owners at a “huge mark-up to make profit” (Nelson, 2016) this technique is called franchising and only around 15% of 36,000 McDonalds restaurants are owned and operated my McDonalds themselves. (Nelson, 2016)
A second theory that is being looked at would be Freemans stakeholder theory. The theory states that a company owes responsibilities to a wider group of stakeholders rather than just shareholders. As freeman states, this is an important part of CSR. (Corplaw, 2013)[image: ]
https://www.researchgate.net/figure/Basic-Two-Tier-Stakeholder-Map_300468974 
As you can see from the diagram above, there ate more than one different type of stake holder, from different backgrounds, an example would be the government and media being secondary stakeholders, customers and employees being primary stakeholders and then the firm being in the middle. By looking at this diagram, you can see there are two different kind of stakeholders which can be looked at. Having a diagrammed theory such as this one you can see which stakeholder has the most power when it comes to importance.
 
The next step would be the Mendelow Matrix diagram. This is one of the most used matrices, this is used to evaluate the stakeholders of the business. 
[image: ]
http://leute.com/wordpress/2011/07/25/recruiting-management-and-key-stakeholders/ 
this diagram shows influence over interest, showing what is most important and what is the least important, in the bottom left of the column you have monitor and on the top left of the column is keep satisfied. On the bottom right of the column you have keep informed and on the top right it has manage closely.  When studying this diagram, it is important that you have put all stakeholders into the correct category.
 An example of this would be putting the employees at the top left of the column in the box that says keep satisfied. The reason that this is important is because without keeping the employees satisfied then this could have a negative impact on the work that they are there to do, with negative behaviour happening, it could lead to something more concerning such as a negative impact on food sales that the restaurant would be having. 
By studying this diagram, customers would be one of the most important stakeholders within the business, as these are the people that are going to be purchasing food and spending their money at your restaurant; without having sales and having those consumers in your business and keeping them happy then it could have a negative impact. They should be in the manage closely box as well, the reasoning behind this would be if you’re closely managing them, then you’re more adhere to listen to the requirements that they want or need, by doing this then McDonalds could also become more sustainable as a business. 
[image: Carroll’s CSR Pyramid]







(Dudovskiy, 2012)
Carrol’s Pyramid
Carrol’s CSR Pyramid is another theory that is included when discussing McDonalds, as this includes 4 different steps of responsibilities that are linked to businesses. The first step 2 steps you can link too Friedman’s theory, and all four steps of the pyramid being linked to Freemans theory.
Carrol’s pyramid is made up of 4 different steps, in which a company can engage with. The First step of this pyramid is Economic responsibilities. Economic Responsibilities is the most basic responsibility of a business organisation is to max its profitability not only to attend to the interests of its shareholders but also contribute to the progress of the economy. (Pineda, 2015) McDonalds relates to economic responsibilities as they are trying to maximise all their profits for the shareholders. They are doing this by maximising their sales on the fast-food that they are serving in their restaurants, such as catering all different types of consumers and having saver menus put in place, they also do this by recycling things they are using such as packaging, wrappers and their cooking oil. 
The second step on the pyramid is Legal responsibilities, Legal responsibilities are what laws have been out into place and what they must follow, Businesses such as McDonalds must follow certain laws such as: Labour rights, Tax laws, Consumer Protection, contracts and obligations just to name a few. This can also be linked to McDonalds, the reasoning for this is that they have laws that they have to follow including Health and Safety regulations, providing the right training to their employees and safety checks to make sure all equipment is safe to use and in working order. (McDonalds , 2014)
The third element on the pyramid is ethical responsibilities. This can be linked to McDonalds as they have already launched a CSR-focused marketing strategy within an a-z of the company looking into their related ethical activities. (Reynolds, 2011) this included them running an advert focusing on the community and the environmental initiatives and its investment with the employees while keeping up with their featured good food quality messages, making sure that people are aware of the other work they are doing outside of the business. 
The last step to the pyramid is Philanthropic responsibilities. What this basically states are; whether they see themselves as a member of society and what they are giving back to the community. This links to McDonalds as they support a charity. The charity is called the Ronald McDonald House charities which provides free ‘Home away from home’ accommodation for families that have children that are in hospital. (Mcdonalds , 2014)

Triple Bottom-line 
The triple bottom line is a theory that was created by a Man called John Elkington in 1994. His argument was that companies should be preparing three different, separate bottom lines for their business to become sustainable. These were People, Planet, Profit or environment. (Online extra , 2009)
[image: ]
http://www.csrambassadors.com/corporate-social-responsibility-csrambassadors/triple-bottom-line/ 
The above diagram shows how a business can become sustainable, to become sustainable, the company must look at their profit, so whether they have enough cash flow to return to stakeholders such as paying taxes etc. People is another important one as they must consider how their employees are so making sure everyone is happy, including customers etc. the last factor that must be considered would be Planet or Environment, this would be considering whether or not that the business is making a positive sustainable impact on what they are doing and whether their business is going to damage the environment more or try and help to protect it such as McDonalds recycling so they don’t have to cut unnecessary trees down. 

Challenges faced by McDonalds and recommendations. 
· There are many challenges McDonalds need to face in order for their business to become more sustainable. A few to label would be to make their beef more sustainable. 
· Apply new goals in packaging and recycling by 2025
· Sourcing sustainable coffee 
· Have joined the White House American Business Act on climate Pledge bringing together sustainability goals in support of a low carbon sustainable future. 
· Improving animal health and welfare 

The recommendations that I have for McDonalds would be even though they have quite a successful business model that short term is working very well, to be as successful as they are now long term then they would need to make a few changes. These would be changes such as getting a better source of meat as they won’t be able to get away with selling their products at low prices because their quality of meat isn’t all that good compared to other companies. 
Not only that but I think that they would have to pay people who work there a decent wage that they can live off as many people who work for the over in the USA often have another job and the employees that work for them in the UK are often then supported by the government with things such as Tax Credits. 
Long term McDonalds needs to change a lot of things as they are not all that sustainable.
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References
Baker, M. (2004, February 6). Definitions of Corporate Social Responsibility - what is CSR? . Retrieved from Mallenbaker.net : http://mallenbaker.net/article/clear-reflection/definitions-of-corporate-social-responsibility-what-is-csr
Corplaw. (2013, July 16). Shareholder and Stakeholder Theories of Coprporate Governance . Retrieved from Corplaw : http://www.corplaw.ie/blog/bid/317212/Shareholder-Stakeholder-Theories-Of-Corporate-Governance
Dudovskiy, J. (2012, October 25). Carrol's Pyramid and it's apllications to small and medium sized businesses . Retrieved from Research Methodology : https://research-methodology.net/carrolls-csr-pyramid-and-its-applications-to-small-and-medium-sized-businesses/
Fox, J. (2012, April 18). The Social Responsibility of Business is to increase... what? . Retrieved from harvard business review : https://hbr.org/2012/04/you-might-disagree-with-milton
Friedman, F. (1970, September 13). A Friednzan doctrine . Retrieved from The New York Times : http://www.nytimes.com/1970/09/13/archives/a-friedman-doctrine-the-social-responsibility-of-business-is-to.html
Gunther, M. (2013, September 24). McDonald's mainstream sustainability? . Retrieved from Guardian sustainable business : https://www.theguardian.com/sustainable-business/mcdonalds-coffee-sustainability
Kowitt, B. (2017, February 27). Mcdonalds is exploring a new menu item: sustainable beef. . Retrieved from Fortune : http://fortune.com/2017/02/27/mcdonalds-sustainable-beef/
Mcdonalds . (2011, january ). How many restaurants are there in the Uk and world. . Retrieved from McDonalds : http://www.mcdonalds.co.uk/ukhome/whatmakesmcdonalds/questions/running-the-business/facts-&-figures/how-many-mcdonalds-restaurants-are-there-in-the-uk-and-the-world.html
McDonalds . (2014, January ). Does McDonalds have health and safety acts for their workers to follow . Retrieved from McDonalds : http://www.mcdonalds.co.uk/ukhome/whatmakesmcdonalds/questions/running-the-business/healthy-and-safety/does-mcdonalds-have-health-and-safety-regulations-for-their-workers-to-follow.html
Mcdonalds . (2014, July 25). what is Ronald Mcdonald House charities . Retrieved from Mdonalds house charities : http://www.mcdonalds.co.uk/ukhome/whatmakesmcdonalds/articles/what-is-ronald-mcdonald-house-charities.html
Mcdonalds . (2016). Reducing waste, recycling more. Retrieved from Mcdonalds: http://m.mcdonalds.co.uk/ukhome/Ourworld/Environment/Waste.html
Neate, R. (2015, May 2). McDonalds, a brief history in 15 facts . Retrieved from the guardian : https://www.theguardian.com/business/2015/may/02/mcdonalds-a-brief-history-in-15-facts
Nelson, B. (2016, August 15). How does McDonalds make money? an important lesson in knowing your investments. Retrieved from Simply Finance : http://simplifyingfinance.com/mcdonalds-make-profit-knowing-investments/
Online extra . (2009, November 17). it consists of three Ps,Profit, Planet and People. . Retrieved from The Economist : http://www.economist.com/node/14301663
Pineda, M. E. (2015, December 26). The Four Socail Responsibilities of a Business . Retrieved from Version Daily : http://www.versiondaily.com/the-four-social-responsibilities-of-a-business/
Reynolds, J. (2011, june 14). McDonalds Activity to prepare 'Ethical focus' . Retrieved from Campaign : https://www.campaignlive.co.uk/article/mcdonalds-activity-promote-ethical-focus/1074835



image2.png
Ifluences>

(55

Kedp. Manage

Satisfied Closely
Monitor Keep.

Minimam | informed
Effor)

00,

Inerest>





image3.png
Carroll's CSR Pyramid




image4.png
EQUITABLE

PLANET PROFIT
AN AAAAAANAAAAS
Environmental Ecomonic variables
variables relating dealing with the

to natural resources, VIABLE bottom line &
water & air quality, cash flow

energy conservation
& land use




image1.png
MEDIA

FINANCIERS

SPECIAL
INTFREST
GROUPS

PRIMARY
AKEHOLDERS

GOVERNMENT

COMMUNITIES CUSTOMERS

EMPLOYE

CONSUMER
ADVOCATE
GROUPS

SECONDARY
STAKEHOLDERS





