
McDonalds CSR and Sustainability Analysis
Management Ethics


20/1/2018
Business Management
	



Executive Summary
In this report, the corporate social responsibility and sustainability of McDonalds will be analysed. This analysis is conducted in order to recommend ways in which McDonalds can improve their corporate social responsibility. The analysis of McDonalds is conducted using Carroll’s Pyramid, Triple Bottom Line, and Stakeholder Theory. These theories were chosen due to their support from literature and also their wide coverage of social corporate responsibility. 
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Introduction
Businesses operating ethically are seen to be high in their corporate social responsibility. The corporate social responsibility (CSR) of a business can be defined as the conceptual manner in which companies integrate their social and environmental concerns in their business’s operations. Corporate Social Responsibility also deals with an enterprise’s voluntary stakeholder interaction (COMMUNITIES, 2002). Corporate social responsibility is therefore related to transparency, sustainability reporting, and stakeholder dialogue. For McDonalds, CSR is very important in ensuring that the company can reach their goals of “being a force of good” (McDonalds, 2013). It gives guidelines on things such as the sourcing of the food, ensuring that the company is eco-friendly, and making sure that the company give all they can back to the community. McDonalds is a company that has had scrutiny on its corporate social responsibility. The enterprise has had to work on the claims made against the business, to help their image, and work on their corporate social responsibility for their stakeholders. This can link to the triple bottom line which consists of analysing profit, people, and the planet which again gives a guideline that McDonalds can follow to ensure that they reach their goal (Elkington, 1997). Each aspects links in with sustainability which can be defines as “the ability to be maintained at a certain rate or level.” (OxfordDictionaries, 2018). Corporate sustainability focuses on the environmental impact of the company through their production systems and through their products.  Corporate Sustainability and Corporate Social Responsibility are both linked together in regards to their environmental focus; however Corporate Social Responsibility is more focused towards the transparency of your operations to others. 











About McDonalds
McDonald’s System Inc. was founded by Ray Kroc in 1955 after he discovered a small restaurant in San Bernardino run by Dick and Mac McDonald in 1954. In only four years the company had sold one hundred million burgers, which laid the foundations of the company (McDonalds, 2018). McDonalds specialise in selling American styled food such as burgers and fried chips. The aim of the company is to serve good quality food that is affordable with fast service. There are around 1200 restaurants around the UK, with approximately 72000 employees. As well as restaurants, McDonalds offer a takeaway service in the form of a drive through and have recently expanded by working with the company Deliveroo to deliver their food to people’s houses (McDonalds, 2018). 
Since their opening, McDonalds have become a worldwide brand with restaurants in around 120 countries. Having a brand has given the company a competitive edge as just through the name people know what to expect from the company, as well all the services provided and setting them apart from competitors (Williams, 2017). Brand loyalty is a big factor in what helps McDonalds compete and keep its business going. Brand loyalty is when customers are more likely to shop in branded shops, especially shops with brands the customer is familiar with (Ha, 1992). A large part of the McDonalds brand is their ethical sourcing of all food and products, as well as giving back to the community through their charity. Every year they release a CSR and sustainability report so that they can make sure they are on track with their aims. This is made available to the public so that the community have an understanding of what the business is all about and a say in the future of the business (McDonalds, 2013).   











Corporate Social Responsibility (CSR)
Carroll (1996)
There are many different aspects within CSR that companies have to take into account when analysing their business. Carroll (1996) states that there are four basic responsibilities of CSR: philanthropic, ethical, legal and economic. Each of these has a place in a pyramid, with philanthropic at the top and economic at the base (See Source 1), making the theory easy to follow when analysing the CSR of a company. When applied to company, each aspect the theory has a significant role in improving the company (Carroll, 1996). 
Philanthropic Responsibility
The top of the pyramid is philanthropic responsibility, which means that the company has a responsibility to be a corporate citizen. To fulfil this, McDonalds would need to contribute their resources as a business in order to improve the quality of like in the community. In the McDonald’s CSR report (2013) it is stated that, through the McDonalds foundation, they are giving back to the community by keeping families together while their children are in hospital. This could in turn help to sustain the company by ensuring that their brand has good publicity which will therefore keep customers loyal to their brand. 
Ethical Responsibility
The second tier of Carroll’s (1996) model is ethical responsibilities; this includes things such as ethical sourcing of all products, along with ensuring that all the staff are treated fairly within the company. Ethical sourcing of all products can be very important in keeping McDonalds sustainable as it ensures that the suppliers will be making sure that the production of the goods they are providing will be sustained through time and will not be overusing products. Another form of ethics within a company is within the employees. From the farmers to the staff on the shop floor, everyone should be treated fairly, with ethical working conditions, hours and pay. Through ethical staffing, the company can ensure that they always have enough employees to keep the business running (McDonalds, 2013). However greenwashing could be occurring within the company which could overall impact the business negatively. Greenwashing is where a company spends more money and time on advertising their ethics, rather than spending the time and money on being ethical (Greenwashing, 2018). 
Legal Responsibly
The next tier of the model is legal responsibility, which has been seen to be an issue with large corporations as various big businesses evade tax. In order to operate properly, McDonalds will need to ensure their operations are lawful. The law is seen to be a societal categorisation of what is right and wrong, therefore in order to be seen as a socially responsible business; McDonalds will have to adhere to society’s rules (Carroll, 1996). 
Economic Responsibility
Finally the last tier of Carroll’s (1996) pyramid is the economic responsibility. As the base tier, economical responsibility is the foundation of all businesses. The main aim of all companies is to make a profit so if they are not responsible then their profits will fall. This is also the foundation to sustainability within a company, as without profit there isn’t a company (Carroll, 1996). 

Source 1
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Carroll, A., 1996. The pyramid of corporate social responsibility: Toward the moral management of organizational stakeholders. Busness Horizons.






Triple Bottom Line
Another way to analyse the CSR of a company is through the triple bottom line. The three aspects of this are profit, people and planet. This theory analyses the sustainability of the profit and ensuring that the company is at least breaking even as well as the ethics of the employees and the ethics of the plant (Elkington, 1999). Compared to Carroll (1996), Elkington’s theory doesn’t go into as much depth; however it focuses of the main points and enables companies to spend more time on them if they do not have the resources to do a larger analysis. However within the triple bottom line is a clear line where corporate sustainability meets corporate social responsibility. When drawn as a Venn Diagram (See Source 2) the middle section where all three aspects meet is where sustainability appears (Farr, 2017). Compromises have to be made when improving any business, especially if they are going to meet their targets. Large business like McDonalds will need to sacrifice things such as costs on their charity, to make up for their economic impact. However even with these compromises the company find ways to balance the lack of funding for the charity though other means such as fund raises. This also affects the outer community by working with schools to organise events and get everyone involved (McDonalds, 2018). 
Source 2
[image: https://capacify.files.wordpress.com/2014/09/triple-bottom-line-005.jpg]
Farr, R., 2017. Another Bottom Line. [Online] 
Available at: https://capacify.wordpress.com/tag/triple-bottom-line/
[Accessed 27 January 2018].



Stakeholder Theory
Stakeholders have a large role in corporate social responsibility and corporate sustainability as it helps companies prioritise the issues that need to be addressed. McDonalds state that stakeholders are important in their progress with CSR and sustainability because “two-way dialogue is essential” as it “drives innovation and builds trust” (McDonalds, 2013). Through working together, the business and the stakeholders can assess the CSR of the company and address and better the company. The stakeholder Theory states that anyone who is part of the company or has any claim to it is able to be a part of company decisions. Freeman (1994) states that stakeholders are people such as employees, customers or even competitors; anyone who is affected by the company is a stakeholder. Including people who do not work for the company can help make the company more accessible. Having suggestions from people such as customers can help better companies improves their CSR through the community (Freeman, 1994).  However not everyone agrees that the stakeholder theory is accurate. Freidman believes that only people within the company can have a say in decisions about the company; these people are called shareholders. He believes that keeping decisions within the company maximises profit as it creates less publicity and a lesser chance of ideas falling through (Smith, 2003). For McDonalds this would mean caring for what is best for those who are in the business rather than caring for what the business is doing for the others around. This could mean cutting corners to give shareholders a higher dividend, even if it means being less environmentally sustainable. 
Recommendations
Overall McDonalds have a generally good analysis of their corporate social responsibility. However there are a few improvements that could benefit the company. The main recommendations are the ethical production of their products; things such as sourcing their meat and ensuring that all packaging is recyclable. McDonalds has a bad standing in the public eye for being unhealthy, this is something that McDonalds are attempting to battle with their “low calorie” meals and their carrot stick options instead of chips in meals. This, however, has not changed many peoples’ opinions yet on the ethical consumption of the amount of calories in a McDonalds’ meal. It would be advised that McDonalds show a better social responsibility by attempting to cut down the calories in all their meals and also by providing a better, wider range of healthy alternatives. They should also improve on their budgeting between giving back to the planet by spending more money on improving ethically rather than spending so much on their advertising. This would avoid greenwashing and overall would make the company improve. 


Conclusion
In conclusion, corporate social responsibility is a large part of running a business. It can help to better companies by assessing different aspects of it and finding strengths and weaknesses and then improving on what they already have. Corporate social responsibility and corporate sustainability are very closely linked, due to their environmentally sustainable oriented nature. Overall, McDonalds would be more likely to benefit from using Carroll’s (1996) analysis, the pyramid, rather than the triple bottom line as they are a very large company. This is due to the fact that the pyramid would enable them to have the resources to give a full depth analysis of CSR and better the business. In order for McDonalds to meet their goal of being corporate social responsible, various aspects of the business would need to be assessed. In some aspects, McDonalds can be seen to perform well in their corporate social responsibility, such as economically. However, this can be seen to be lacking in other aspects. McDonalds should work on this in order to have, not only a better standing in society, but also a better chance at competing. 
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