

Executive summary
Quarantines, lockdowns, border closure forced many of companies to reconsider the way how they used to operate. As the world struggles to deal with COVID 19 in most organization the pandemic has boosted innovation by forcing them to adopt new ways of doing things. Acceleration the adoption of developing technologies faster the development of entirely new ideas where companies are required dynamic and flexible risk management to navigate those changes. 
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[bookmark: _Toc70034590]1.0 Introduction 
Uncertainty created by Covid-19 pandemic and the resulting economic recession have an unimaginable impact on most large organizations around the world. It is not surprising that for those organizations who wants to stay competitive, they need various types of innovation to sustain operations under such condition (Mc Kinsey, 2020). 
As countries, cities began the lockdown to prevent the spread of the virus, most of the restaurants were forced to close which meant that they could no longer rely on foot traffic to keep their business running. Many of fast-food owners struggled to adopt to the fallout of Covid-19 crisis, but some of them turned to open innovation – a digital approach that produce creative, unexpected solutions. 
[bookmark: _Toc70034591]1.1 Mc Donald’s Three D’s
One of the most popular fast-food restaurants – Mc Donald’s emerged as the winner in these uncertain times by introducing digital innovations for their core consumers. When the pandemic prevented customers from dining inside McDonald’s restaurants, they introduced the program called Three D’s (digital, drive-thru and delivery) and the world-famous giant managed to deliver its strongest financial performance and recovered 99% of Q419 same store sales (Campos, 2021). 
[bookmark: _Toc70034592]1.2 Attitudes towards creativity and innovation
Creativity can be referred to the individuals who spend some time in engaging the creative process, but also creativity can be defined as the process itself, focus on the product (Rogers, 1954) (Stein, 1974). Teresa Amabile (1988) noticed that some of the definitions of creativity are close to the term of innovation, but she distinguished them by explaining that the innovation is built on creative ideas as the basic elements. Means that the innovations are mainly based on implementation the previously created ideas. 
Globalization and economic conditions strongly effect on organizations and individuals which are required now, more than ever, to adapt their resources to changing circumstances in case to remain competitive. According to Min Basadur (2011) the efficient organizations which are following well- structured routines might be successful in a stable world, but in a changing circumstance the creative attitude is a key to success as it can facilitate and increase problem solving. Innovation and creativity are multilevel and complex phenomena that require skilled individuals to maximize the benefits of new ways of working (Anderson, Potocnik, Zhoy, 2014), but the entire process is considered as a crucial element of the organizational success (Amabile, 1988).
[bookmark: _Toc70034593]2.0 Main Finding
At the beginning of the pandemic Mc Donald’s started the program called Three D’s, where the organization invested in drive-thru technology; dynamic menu boards, personalization technology and a significant operational improvement based on cutting their menu items to their “core menu” (McDonald’s Report, 2021) were implemented to gives the organization ability to keep the business running during the Pandemic. 
[bookmark: _Toc70034594]2.1 Internal Analysis 
The most famous example of franchise business model who has grown to over 39 000 locations in 119 countries and had more than 69 million daily customers in 2018 (which is more than the population of Great Britain) (Lubin, 2018) were forced to close all its restaurants when the global pandemic began. 
However, McDonald’s is well known for its ability to weather storms. After several various concerns over its unhealthy food and negative impact on environment it appears that in McDonald’s case the resiliency is closely related to innovation (Bailey, 2020).  Therefore, now the consumers can get variety of salad, fruits, 1% low-fat milk and so on and all is packed in sustainable way. Customers are still happy to buy their products and the organization annual revenue is rising every year. 
As a result of Covid-19 there have been numerous government restrictions on limited dine-in capacity, opening hours and in some countries mandated dining room closures. These restrictions have had a direct impact especially on those restaurants with fewer drive-thru restaurants location (Mc Donald’s Report, 2021). However, these restrictions have not stopped the Company from serving their customers. They have many strengths, starting from strong brand name, global brand value, customers loyalty, effective promotional strategy, famous drive thru and effective pricing strategy ending at technologies innovations and all of them have contributed to the success of the Three D’s program (appendix 1). By cutting the menu and shortener the customers time at drive-thru order to 30 second it enabled them to serve 300 million additional cars during pandemic. 
[bookmark: _Toc70034595]2.2 Type of Innovation
One of the most used tools to identify the different typed of innovation is The Innovation Matrix, which classifies innovations according to technology and the use of the market it operates in (Kallman, 2009). The Matrix can help to determine the origin of innovation, the strategic relevance or what governance system to use (Gons, 2020) and distinguishes four types of innovation: sustaining, disruptive, incremental, and radical (Appendix 2).
McDonald’s does not create new market but simply used its current technology to attract customers and fulfils their actual needs which were identified from behaviour and feedback. It is a feature of incremental innovation, product, in this case the Mc Donald’s menu, was reduced and thus become easier and more efficient to use. The Organization has previously tasted the needs of its customers and left only the “most wanted” products with the option to personalization. This move allows them to cut the time at the drive-thru kiosk’s and thus serve more customers. 
[image: ]The Company did not need radical or disruptive innovation as their product are already well know and well sell, so the key was to serve more customers.Figure 1 Queues after McDonald is reopen 


[bookmark: _Toc70034596]2.3 Models of Innovation 
It does not matter if customer is visiting a McDonald’s restaurant in Swansea or New York, he/she is going to have a very similar experience wherever they are which is one of the biggest strengths of the organization. If they create something successfully it automatically become successfully in every of their 39 000 outlets around the world. On the other hand, if the idea turns out to be wrong it might have an enormous consequence, as they always need to be aware because they operate within many different cultures where people have different values and beliefs (Bailey, 2020). 
[bookmark: _Toc70034597]2.3.1 Open and Closed Innovation 
A range of various factors from globalization to technological complexity, has induced businesses to engage increasingly in innovation collaborations. In contrary to traditional closed approach, the term open innovation describes the collaborative approach to innovation and allows the organizations expanding their markets for the external use of innovation (Chesbrough, 2006). 
Open innovations are riskier, as it involves external factors which might not be under control of the organization and always there is a possibility of the leak out to competitors (Laviolette, 2013). However, integrating the external knowledge with multiple stakeholders might succeed if there are any innovation problem (Chesbrough, 2006). Using the close innovation might drive the organization to the point where the members think “if we do not sell it, no one should sell it” and according to Chesbrough rejecting external ideas is stopping the individuals from working on innovation, rather than developing them. 
Mc Donald’s Corporation acquired with company based in New York and Tel Aviv, Dynamic Yield. And while it looks like it leads to above descripted, open innovation the company has struck a deal to buy Dynamic Yield to prevent any confusion. Huizingh (2010) beliefs that companies have always integrated knowledge from outside at some point, and in real economy the distinction between open and close approach to innovation is non as clear as it is present in classis research. 
Mc Donald’s used close innovation because they believe if they will be partnering with third-party providers, they will not be able to fully access to the customers data and thereby loss of full control over customers experience. As in the case with delivery, where the organization is using providers and do not have a full control over data which is crucial to understand customer’s preferences (McKinsey & Company, 2021). 
[bookmark: _Toc70034598]2.3.2 The Innovation Process 
The purpose of the innovation process is to create a path that support and manage the innovation at the operational level, and it involves four stages: recognising the opportunity, finding the resources, developing the idea, and capturing the value (Tidd and Bessant, 2018). 
Mc Donald’s core value is based on customers experience, they want to be the “favourite place and way to eat and drink”. The company build its success on its customer’s needs and preferences, and the purpose of the Three D’s is the same. Due to the changing circumstances, they are trying to adopt their business to the current situation but again, with a strong focus on its shareholder (Mahajan, 2014). 
Strategic vision and direction (Appendix 4): 
Entrepreneurial goal and context – vision statement: “to move with velocity to drive profitable growth and become an even better McDonald’s serving more customers delicious food each day around the world”. 
Recognizing the opportunity - result of Covid and desire to serve more customers. 
Finding the resources – human resources; acquisition with Dynamic Yield, physical resources; already existing drive thru in place as well as new kiosk’s design introduced in 2019, financial resources in place, no need of new investment. 
Developing the venture – the company needed to cut some position from their menu. To be able to do this, first they needed to make a research to find which product are the most important and which products will bring more customers.
Creating the value – business earns more money and customers are happy as they are served quickly and have the option to personalize their favourite food. 
[bookmark: _Toc70034599]2.3.3 4P’s to Innovation 
Product innovation – incremental: new version of kiosk menu, radical: smaller product selection Big Mac, Quarter Pounder, Mc Nuggets and Fries make about 70% of food sales in total, personalised favourites. 
Process innovation - incremental: improved menu displays to show product based on time of the day, weather, and current traffic at the restaurant, radical: mobile app order, and mobile collection point.
Position innovation - incremental: new marketing campaign “serving here” to create an illusion of connecting with consumers radical: non.
Paradigm innovation - incremental: following their vision saying that they want to serve more customers each day around the world, radical: non. 
The illustration of the 4 P’s outlines strategies to prevent uncertainties. Appropriately combination of this model with other techniques gives the Mc Donald’s chances for future development as it allows the innovative process to be built together with organization and their audience. 
[bookmark: _Toc70034600]2.4 Assessment of the Effectiveness 
On the strategic nature of innovation many developments have become impossible due to the uncertainty. According to Glaucia (2016) when the problems occur at early stage of the products development it is common that the product is redesigned and adjust to meet the future goal. It is important to have an overview of the product development at the beginning, so the risk can be managed (Appendix 6). 
As can be seen in appendix 6 the innovation process requires some time to demonstrate its development. The Mc Donald’s innovation involves many technical and marketing uncertainties that need to be well managed. Applying the Lewin’s Force Field Analysis shows that the decision for this change was right, however there are some factors that can weaken it in the future. 
On the opposite side there are factors like; customers still want this food, improved serving speed and low cost as the company have already well establish drive thru system. On the negative side against the change there are lots of half of the product from menu, stronger pressure on the staff caused by serving time and negative impact on environment which is the strongest factor. 
Mc Donald’s probably will never please vegetarians, but the organizations have made some changes in saving energy, reducing waste, and protecting forests (Earth Talk, 2013). But when organizations like Greenpeace tries to encourage people “go on a low carbon diet” by driving less, Mc Donald’s is doing something totally opposite. 65% of its restaurants around the world have drive-thru and in U.S. nearly 95% and now their whole marketing strategy is based on it. 
[bookmark: _Toc70034601]2.4.1 Barriers and Risks 
The environmental issue is one of the biggest barriers and risk for their innovation, as the history shows they already have faced criticism around environmental issue, starting in 1970 (Robbins, 2017). 
[bookmark: _Toc70034602]3.0 Conclusion
The definition of innovation as the process of creating value from ideas, illustrates the beauty and the importance for future business development (Tidd and Bessant, 2017). Well managed and structured innovation gives opportunities to growth and contributes to competitive success in various ways. According do Mc Kinsey report, 84% of executive’s beliefs that their future success is dependent on innovation it allows organizations to stay relevant in competitive market and this is the core reason for modern existence. 
Chris Kempczinski, the CEO of Mc Donald’s said, “One thing we’ve learned during the pandemic is that if we simplify our business and focus on what we’re great at—like drive-thru and our core menu items—there’s a fantastic benefit for our customers”. And this is exactly on what they based their innovation. Using well establish drive thru concept and simplify the order process allows them to serve more customers and keep the business running during pandemic. 
[bookmark: _Toc70034603]4.0 Recommendation 
Kempczinski stressed that no matter how good they are about drive-thru, they believe there are always a way of get better. And as suggested in point 2.4 barriers and risk, the organization should be more aware about their impact on environment. The Generation X, Millennials and Generation Z, who are all their customers are becoming more aware about environmental issue and carbon emission. So, it is no surprising that the electric car market is growing quickly, and this is the aspect which should be considered by Mc Donald’s. 
1. Environmental awareness 
Because their innovation is based on customer’s travel to their restaurants by car, they should focus the advertising concept based on low carbon emission cars (electric, hybrid). Also, each of the restaurant with drive thru possibility, should include electric charging station. The studies shows that there has never been a better time to launch an environmentally friendly offers for customers (White, 2019). 
2. Effective communication
The growing anxiety over the planet’s ecosystem complete the necessity for more aware and reliable environment activities over organizational innovation (Jouontso, 2013). The communication should start at internal lever and work both ways. As there are approximately 120 000 people employed by Mc Donald’s U.K. their program should enable employees to share their view. 
The experience gained from this research in general shows that innovative and creative activities provide a business advantage. 
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Appendix 1 – Internal Analysis
	Strengths

Strong brand name (the tenth most valuable brand name).
Drive Thru
Technology initiatives, programs called “experience of the future” (self-service kiosks, mobile order).
Technology acquisition with Dynamic Yield company which is helping to boost customers experience by personalize offerings.
Most valuable fast-food brand
	Weaknesses

The franchise business model where the company heavily depends on other, risk of financial deterioration where there is no control over, they day to day performance. 
The restaurants are depending on supply chain, limits the availability of the products might affect daily revenue. 



	Opportunity 

Mobile order and Mc Delivery
Value and famous meals
Innovative products 
Global expansion
Rebuilding Brand name, healthy and customized offering 

	Threats

Global pandemic
Government regulation over restaurants 
Risky and costly investments 
Cultural thread 
New Generation Z
New Fast-food trends
Environmental concerns




Appendix 2 – Innovation Matrix
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Appendix 4 – Model of Innovation
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Appendix 6 – Force Field Analysis
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