Module BMMB7000 Change & Stability Management
ANALYSIS OF THE TURNAROUND PLAN AT MCDONALD’S RESTAURANTS
Sandra Birt / Student ID: 0151759


Executive Summary
This report will analyse the Turnaround Plan that was launched by McDonald’s restaurants in 2015.
The report will give the background that led to the change, the main reasons the change was necessary and how the change was implemented.
It will then look at change management models – Lewin’s three-step model, Kotter’s eight-stage process and Lewin’s force field analysis.
These models will be applied to the change that has occurred at McDonald’s. The challenges will be drawn out and the main areas where resistance exists will be analysed.
It will then be possible to draw conclusions as to how the change was managed by the organisation and offer recommendations for the future.
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1.0	Introduction
McDonald’s is a multinational fast-food restaurant chain. It now has over 38,000 restaurants in 100 different countries. McDonald’s was created in 1940 by two brothers Maurice and Richard McDonald in California. In 1955, a franchise agent named Ray Kroc franchised the first restaurant and later in 1961 he bought the rights to the corporation from the McDonald brothers for $2.7 million.
McDonald’s currently has a turnover of $23 billion and employs over 2 million people worldwide in both company owned and franchise restaurants.
This report is looking at The Turnaround Plan which McDonald’s launched in 2015.

2.0	Main Findings
2.1	What is Change Management?
Change Management can be defined as “the systematic approach and application of knowledge, tools and resources to manage the transition of an organisation from its current state to a desired future state in a controlled and effective manner”. (Cameron & Green, 2020).
Prosci somewhat opposes this view, defining Change Management as “driving change success by preparing, equipping and supporting individuals to thrive through change” (Prosci.com). This definition puts more emphasis on the individual being at the heart of the success of the change, their adoption of the change will lead to success rather than the process itself.




2.2	History of Change Management.
Change Management has evolved over many years.
Helms-Mills, Dye & Mills (2008) discussed that the earliest developments of a systematic approach to change management began following the Second World War with the work of Kurt Lewin. Lewin’s work focussed on leadership style, sensitivity training, action research and force field analysis.
This basis was built on to include a focus on workplace motivation, productivity and change resistance and the importance of these aspects in creating long-term change of organisational structure and beliefs. This new approach was known as Organisational Development.

2.3	Reasons for Change at McDonald’s
McDonald’s has always been an organisation who embraced change and kept their business current. But prior to 2015, there has been some significant issues that led to a major change plan.
A new CEO, Steve Easterbrook, was appointed to McDonald’s in 2015, with a goal of improving the declining profits and sales. The appointment of new leadership will often be the catalyst for change. Easterbrook was brought in to implement a change that the organisation already knew was needed. According to Beer & Nohria (2020), new leadership is essential to successful organisational change, as it provides the necessary vision and commitment to drive transformational efforts. 
Cameron & Green (2020) noted that a new leader can bring a fresh perspective and energy to an organisation which is essential when driving change. New leadership must be careful not to undermine the existing culture of the organisation as a positive culture bears a strong influence in the success of any change initiative. 
Alternatively according to Schein (2010) new leaders often seek to change the organisational culture to align it with a new vision and strategy. This would involve changing norms, values and beliefs. Schein also noted that a new CEO can be a “culture carrier” who brings with them a new culture into the organisation
Sales had dropped for six consecutive quarters in the US. It can be seen on the 2015 annual report that annual sales dropped by 7% in 2014. (McDonald’s 2015). According to an article (The Guardian, 2015) the decline was due to a growing desire for healthier food and competition from new chains.
Food safety scandal in Asia. There had been some negative stories in the press regarding the quality of the supply chain in Asia and how the food was being produced. According to The Financial Times (FT.com 2014), meat was being used in the supply chain that was past its expiration date and not fit for human consumption. 
Relationships with franchisees was at an all-time low. In 2014, a group representing McDonald’s franchised restaurants gave the most pessimistic outlook for the following 6 months sales blaming McDonald’s senior leadership (Brandau, 2014). The article goes on to discuss how changes that McDonald’s leadership make, to menu or promotions, which then have to be implemented in all of the franchised restaurants often results in the franchisees having to invest in new equipment or take a financial hit in running promotions. In a survey the franchisees rated their current relationship with McDonald’s Corp. as 1.94 on a scale of 1-5, making it between “poor” and “fair”.
Employees striking for better pay and better working conditions. Maze (2015) wrote an article highlighting the poor working conditions of many McDonald’s employees, being pushed to work faster and harder during busy periods leading to workplace accidents. Maze also discussed how workers are fighting to establish a union, which did not currently exist, so that workers have a voice and can collectively campaign for higher wages and better working conditions.

2.4	What was the Change?
The change was called The Turnaround Plan and was launched by Easterbrook in May 2015. At the time Easterbrook said the company was moving at a fast pace to offer a better experience to customers and to fulfil the vision of being a modern, progressive burger company. The current performance shows that there is significant work to undertake but he feels that this plan is the initial steps in reaching their potential of long-term growth. (McDonald’s Corporation, 2015).
The main changes that needed to happen
Simplifying the menu.
Improve food quality.
Enhancing digital technology.
Rebranding.
Franchise support.





2.5	How the plan was implemented
Establish new market segments. The new segments were not based on geographical locations, as was the previous case, but by combining markets with similar needs and growth potential. (PR Newswire, 2015).
The new segments were - US / International Lead Markets / High Growth Markets / Foundational Markets.
Easterbrook said that this new structure will be led by streamlined teams with fewer layers. (PR Newswire 2015)
Once the markets had been segmented, McDonald’s could begin to simplify the menu suitable to each market. According to Business Insider, the menu had grown by 42% in the past 7 years. This enlarged menu was causing problems in the kitchens and customer service. Wait times were too long.
The menu needed to be simplified. The menu was stripped back to deliver the products that yielded the best profit margins. Items were removed that were costly and time consuming to produce.
Along with simplifying the menu, new heathy options were added. McDonald’s offering was known to be unhealthy and highly processed. They set about offering more fresh healthy options like wraps and salad.
McDonald’s invested in digital technology with mobile ordering and delivery to make the customer experience more appealing. It is essential to keep up with the latest technology. Customers in McDonald’s restaurants wanted to be able to order fast and with little human interaction.
McDonald’s had to improve the quality of the food being served. This had to start with the supply chain, demanding higher quality meat and ingredients. They removed additives within the food and were able to advertise the source of all produce to customers.
The McDonald’s restaurants had a makeover, giving them a fresh new look incorporating self-serve kiosks and revolving everything around a better customer experience.
McDonald’s Corporation is made up of franchised owner-run restaurants and direct owned restaurants. In 2015, 82% of restaurants are owned and operated by franchisees. As part of the Turnaround Plan McDonald’s wanted to increase this to 95% franchised restaurants.
Easterbrook vowed to offer more support to franchisees – more financial support to invest in new equipment to deliver new menu items. (Business Insider, 2015)

3.0	Change Management theories
There are several change management models that would be implemented by an organisation embarking on a significant change process. An organisation would use these models along with carrying out a SWOT, PESTLE and Stakeholder analysis.
Change will take the form of either planned change or emergent change. Burns (2017) said that the phrase planned change was first coined by Kurt Lewis, an established theorist on change management, to differentiate between change that was consciously undertaken by an organisation, as opposed to unintentional changes that came about by accident or were forced on an organisation due to external forces. 
Burns (2017) went on to explain how Lewin thoughts were that planned change has four seperate elements – Field Theory, Group Dynamics, Action Research and the Three Step model. Lewin saw all of these elements as being essential components in bringing about planned change. Here we will look closer at change management models.

3.1	Lewin’s Three Step Model:
This model was developed by Kurt Lewis in the 1940’s and involves 3 stages.
Step 1: Unfreezing. Hayes (2014) explained that this phase involves “destabilising the balance of driving and restraining forces”. Kotter (1995) said that the destabilisation can be caused by alerting employees to the need for change, creating a better vision for the future and creating a sense of urgency which will weaken restraining forces and strengthen driving forces. 
Step 2: Move. Burns (2017) explains that Schein (1996) noted that unfreezing should not be the end of the process, it only creates the desire to change but does not control the direction the change will go in. Burns goes on to explain how Lewin himself had the view that determining any outcome from planned change was hard because of the complex nature of the forces involved. Instead he said we need to analyse all the forces at work and through trial and error, look at all options available. According to Hayes (2014) change is achieved by altering attitudes and beliefs and amending the processes, systems and structures that mould behaviour.
Cameron & Green (2020) puts this phase as “Take action, Make changes, Involve people.
Step 3: Refreezing. Cameron & Green (2020) summarises this step as making the changes permanent, fix new ways of doing things and recognise and reward wanted results.
Burns (2017) explains that Lewin viewed successful change as a group activity, unless group values and practices were transformed, changes to individual behaviour will not be retained.
Hayes (2014) explains that this step involves reinforcing new behaviours in order to sustain new levels of performance and avoid going backwards.
The three-step model has received some criticism for being too simple but this can also be the benefit of the model in that it is easy to understand and can be applied to a wide range of organisations. 
Cameron & Green (2020) observed that the tool was a planning tool rather than an organisational development process. It ignores a fundamental assumption that people will only change if there is a collective “felt need” to do so. It does not tackle resistance and therefore the plan will not stick.
In Hayes (2014) it was discussed how Dawson (2003) and Kantor et al (1992) argued that the idea of refreezing is no longer relevant, that organisations need to be able to adapt to what is going on around them and not be frozen in a given state.
All research concludes that Lewin certainly provided a long lasting contribution to Change Management. Alone the three-step model may not be sufficient but alongside his other theories – Field Theory, Group Dynamics and Action Research – the three-step model is still relevant and has been the basis for many further elaborations by other theorists.

Looking at the three-step model in context of McDonald’s Turnaround Plan, the appointment of Steve Easterbrook as CEO and the subsequent launch of The Turnaround Plan via a 23 minute video would have been the Unfreeze stage, setting the scene for the need for change. Move would then have been working though the plan – setting up new markets, simplifying the menu, supply chain modifications.
And finally refreeze these new norms into McDonald’s staff culture and continue to monitor effectiveness and make amendments as necessary.

3.2	Kotter’s eight-stage process
A second change management process we can look at is John Kotter’s eight-stage process. Kotter is a professor of Harvard Business School and very respected in the field of change management. This is an emergent change process.
In his book, Leading Change, originally written in 1996, Kotter established this process to avoid common errors and to achieve successful change.
Kotter’s eight-stage process consists of:
Kotter, JP (2012), Leading Change
Kotter (2012) felt that if a change was to be successful, you had to go through these eight stages. Missing any or not following the logical order would cause issues with the change being implemented.
Similar to Lewin’s unfreezing step, the first stage for Kotter is creating that sense of urgency. 
Oches (2018) wrote how McDonald’s CEO, Easterbrook, said he wanted to change the mind-set and attitude of employees, recognizing that what they had been doing for the last 60 years was not sufficient to make them successful for the next 60. This created a sense of urgency that a new approach was needed. 
Putting together a guiding coalition is essential, a group of people, from varying levels within the organisation, who can act as advocates for the change and get more employees on board. Kotter (2014) explained that when complacency is high and urgency is low it will be difficult to get a group together and the momentum for change will be lost.
Developing a clear vision and strategy is necessary for all employees to know where the change is going and what is expected of them. Communicating this clearly and simply is key.
Empowering broad based action ensures all systems and procedures allow all employees to make the change, that there is no barriers in their way. Encourage new risky ideas is essential to form successful change.
Generating short-term wins is essential to keep momentum going through a change process. Staff can see progress and feel valued when they are rewarded for these ‘wins’.
Consolidating gains and producing more change is a key element in moving towards the new way of doing things. The correct systems, procedures and people have to be in place for the change to be maintained and further change can then happen.
Finally anchoring new approaches in the culture can be a challenging element, this phase has to be done correctly to ensure the change is embedded in the culture and there will remain.
There has been criticism for Kotter’s 8 stage approach. Cameron & Green (2020) argued that if the change is unpopular, unclear or threatening to some, it may be difficult to recruit volunteers to be the guiding coalition.
Burns (2017) criticises this approach saying that organisational change is not a linear process but process of experimenting with the resources and opportunities at hand and taking into account the restrictions of the environment.
In relation to McDonald’s Turnaround Plan, Kotter’s eight-stage approach could have been applied by creating the sense of urgency by detailing the drop the sales and how this could not continue and selling a vision for a better future. Key employees would be brought together to be the guiding coalition and to promote the changes in the menu, new cooking methods and operating more efficiently. Short-term wins would be realised by getting customer feedback on the new healthier menu choices and seeing that these are what customer want. It gives employees a sense of achievement that they were able to contribute to. These new ways of doing thing would have been embedded into McDonald’s culture and we can see now that the changes have remained.
Finally we can look at another change management model, developed by Kurt Lewin:

3.3	Lewin’s Force Field Analysis
As discussed earlier, the force field analysis comes from Lewin’s theme of Field Theory. According to Cameron & Green (2020), the Force Field analysis is a process of mapping out and understand the driving and restraining forces at play and therefore understanding the complexity of the environment.
Burns (2017) explains that it was Lewin’s view that if an organisation could identify the forces and establish the potency of these forces, they could then understand which needed to be reduced or strengthened in order to bring about the desired change. Lewin felt that an individual’s right to accept or reject a change of their own free will was key to the success of the change.
Carrying out a force field analysis on the Turnaround Plan at McDonald’s would look like this:


Each force is scored and if the sum of the driving forces is greater than the sum of the restraining forces then it is possible for the change to be successful if managed correctly.
3.3.1	Driving Forces for the Change
The main driving force for the change at McDonald’s was the declining sales and profitability. The board were under pressure from Shareholders to improve the financial position of the organisation. This reason will never be enough to get buy-in from employees as they will not see it as directly affecting them. It would have to be managed that employees feel part of the change, following a model such as Kotter’s 8 stage approach.
Customers’ demands for healthier, high quality food options is one that McDonald’s had to seriously address. They amended the menu to include healthier options. They reviewed the supply chain and removed any over processing that was not necessary to the quality and delivery of the food. Ocres (2018) reflected how McDonald’s simplified the menu by removing underperforming and overly complex items. The new menu was to centre on cleaner eating.
Competition from rivals is always a concern for the food industry when what you do can easily be replicated, you are not creating a unique product. Competitors were offering healthier choices and McDonald’s had to change in order to continue competing for a wide market.
3.3.2	Restraining forces against the Change
The resistance to change among the franchisees was a significant barrier to the change being successful. According to Maze (2015) the Turnaround Plan includes the sale of 3,500 direct owned restaurants to franchisees by 2018. This would leave McDonald’s with 90% franchise ownership. Therefore the franchisees are significant in making any happen and remain. Brandau (2014) wrote just a few years earlier how the damaged the relationship was between McDonald’s Corporation and the franchisees calling it a “dire outlook” for the future. This relationship with the franchisees had to be addressed before any change could move forward. The culture of “us and them” had to be changed and collective working was needed.
Implementing a new Change in a global organisation is always challenging as with McDonald’s they operate over several countries where there are different work practices and varying expectations.
The negative perception of fast-food of is always a challenge but McDonald’s have recognised that there is a place for fast-food in today’s world and also realise that they needed to adjust the menu to provide options for all customers.








4.0	Conclusions
The Turnaround Plan has been a success for McDonald’s. Oches (2018) wrote three years after the plan was launched that although there was some initial criticism that the plan lacked passion and specifics, it has been successful. Oches continues by saying that the stock price is up 60% and that 2017 showed the best sales growth in 6 years.
There has been criticism of Easterbrook’s Turnaround Plan. In an article in Bloomberg’s Businessweek, McDonald’s revamp has missing ingredients, it was discussed how Easterbrook effectively unveiled a new structure for the organisation, not an insightful roadmap to a specific destination. There was too much about being efficient and disciplined to increasing profits and not enough about the new food choices customer are craving.
In the article, former Chief Marketing Officer at McDonald’s, Larry Light, said that for a turnaround plan to be successful it had to be centred around the customer and that he did not observe any clear vision for McDonald’s future. Overall this article felt that the Turnaround Plan may not fix McDonald’s problems quickly.
But these criticisms were dampened by the positive financial position McDonald’s now sees itself in. Stock price and sales are not the only important factors to determine success of an organisation but to achieve these two things, customers have to be getting what they want and ultimately that will make and maintain the success of an organisation.
In the fourth quarter results in 2015 you can start to see the impact of the Turnaround Plan:
Global sales increase of 5%
Operating income increase of 7%
Diluted earnings per share increased by 16%
In the years following the Turnaround Plan, the Covid pandemic and Brexit has had a huge effect on the restaurant industry but McDonald’s is now coming out of this period now. Brexit has meant staff shortages and complications with supply chain and more bureaucracy. Covid has left customers with higher expectations.
McDonald’s is aware that it will continue to face challenges and accepts that it constantly has to adapt and change to keep its position of market leader.
Overall McDonald’s is a progressive organisation and should continue being so for a long time to come.

5.0	Recommendations
McDonald’s needs to continue working on its supply chain and production process to keep the menu current and offer the healthier option customers want.
Sustainability is also a very important area for McDonald’s. As a fast food industry, they produce a lot of waste and can have little control over packaging once the food has been sold to customers. They then need to make an impact on the environment and sustainability elsewhere by ensuring packing is made from recycled materials and can be recycled further.
Finally, keeping up with new and existing competitors and not becoming complacent in what they do is critical to success.
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