Crane et al., Business Ethics, 5th Edition, Chapter 1

Case 1 Teaching Note

McEthics in Europe and Asia: Should McDonald’s extend its response to ethical criticism in Europe
This case examines ethical criticisms of the US fast food giant McDonald’s, and explores demands for the company to extend their vigorous efforts to restore their dented credibility in Europe, to markets in Asia. The case focuses on the problems of obesity and unhealthy eating that have confronted the company, which are presented in the context of the broader critique of the chain. These issues cover many of the key concepts around ethics, globalization, and sustainability that we have discussed in Chapter One. It offers a chance to explore the company’s actions in Europe and to reflect on their broader application.

Teaching Suggestions

Almost all students will have eaten at McDonald’s, and even if they haven’t they cannot have failed to have heard of them. It might be a good idea to begin by discussing students’ experiences of the company and their awareness of the events depicted in the case. We also find it helpful to put the company into context by talking briefly about its present commercial fortunes, its local and global competitors, and what the McDonald’s brand stands for (or is supposed to stand for). 

Alternatively, the lecturer can bring in a copy of McDonald’s values and start the discussion as to whether the corporation has and is living up to them.

Questions

1. Set out the main criticisms that have been levelled at McDonald’s in the West. To what extent are these criticisms likely to be replicated in Asia? What differences can be predicted?
The majority of criticisms that are brought up here are likely to be more general. To determine whether they are specific to the corporation or more general it might help to encourage the students to think of examples of other companies that use similar tactics. For instance, McDonalds and Walmart are often thought to have many business practices in common from poor working conditions to anti-competitive behaviour to global market penetration.

Main criticisms in Europe include:

· Homogenization – McDonald’s business model as a symbol for globalization, because it has been adopted more widely. This led to criticism of the ’Macdonaldization’ (homogenization) of diverse cultures.
· Health & Consumer issues – McDonald’s has been particularly highlighted for its targeting of children with promotions for unhealthy food. More broadly, this is part of the trend in the West to examine the link between food and health (encompassing obesity, poor nutritional value in food, deceptive advertising, advertising at children, restricted access to nutritional information, misleading claims).
· Environmental issues – particularly of the ethical issue of cruelty to animals, but also more broadly.
· The anti-unionization approach of McDonalds appears to be particularly vigorous. 

To what extent are these criticisms likely to be replicated in Asia:

· Homogenization – note that McDonald’s has adapted to local tastes in its Asian markets by tweaking its menu. 
· Anti-unionization issues – poor pay and working conditions have led to protest in Europe, but given wide-spread poverty in many Asian markets, it is not clear whether these issues would have the same resonance.
· Health & Consumer issues – increasing affluence across Asia is leading to a wave of diet-related problems similar to those found in the West. 

· Ethical and environmental issues – e.g. excessive waste, cruelty to animals, rainforest destruction. Such issues have in the past been of greater concern in the wealthy west (consider the well-known tension between ‘environment’ and ‘development’ considerations). Do students think this is still the case?
Students may find it useful to consider the march of time: perhaps many criticisms in Europe would seem unlikely to be replicated in Asia at the present, but how do they think the picture will look five or ten years from now? 

Also, when talking about Asia, it might help to pick one or two different countries to focus on – say, the big markets of China and India – which have numerous similarities, but also significant differences. 
Moreover, consider who would do the criticism: would it be western groups pursuing McDonald’s eastwards, or would it be local groups? Would they necessarily have the same concerns? McDonald’s appears to think not, given that the company is using practices in Asia that it had abandoned in Europe.
This question can also easily be used as a starting point for discussing the symbolic importance of McDonald’s to anti-globalization protesters and why this might be. Here, discussion is likely to hinge on the company’s market leader status, its global reach, its ability to capture market-share within new areas, and out compete smaller companies as a result, and the ubiquity and ‘American-ness’ of the fast food industry.
2. Describe and evaluate the tactics used by McDonald’s in responding to their critics in the past. Will these work to the same degree in Asia?

Main tactics prior to 2003:

· Threat of legal action against critics – prior to McLibel;
· Taking critics to court – McLibel; 

· Rebalance portfolio – purchase minority share in Pret A Manger which is known for its fresh, natural food.

Main tactics after 2003:

· Overhaul of menu

· Removal of supersize

· Inclusion of healthy options

· Major advertising campaign to emphasize changes to menu and attention to health and wellness

· Send new menu to people’s homes

· Community initiative focused on health and wellness - exercise initiative for young people

The change in tactic is from aggressive disagreement to apparently welcome acceptance of critics’ concerns and adaptation to address them (at least those concerns that are easily visible to their customers). Students may agree that this is due to a strategic reorientation of the company; they may also suggest that it is being done:
· to protect the reputation of the company; 

· to quieten critics;
· to ensure they continue to be profitable;
· in response to the changing wants of their customers;
· in response to the changing expectations of society.
These changes are quite drastic, which may lead many to be sceptical about why the changes are being made and whether they will actually have any impact on how the company is run, or the way it treats its stakeholders. 
What students think about the second question (will the tactics work to the same degree in Asia) depends to some extent on what they consider the firm’s motivations to be. McDonald’s has not introduced all the changes it made in Europe, and it has reintroduced some abandoned practices. If students consider the changes in tactic in Europe to be part of a strategic reorientation, then they may argue that the tactics are being rolled out over time, and that the company expects the new approach to work in Asian markets also. If, on the other hand, they believe the company has not undergone a reorientation, but is rather adapting to changed circumstances, then they may argue that the company will introduce specific tactics as and when the market conditions require. Whichever of these is the case, it will be very difficult for McDonalds to shed its American heritage – an integral part of the brand – and students could therefore ague that consumer reaction to the company is at least partly linked to the fate of the U.S.
3. Should McDonald’s offer healthy alternatives to the same extent in all the countries in which it operates, or just those where it has been criticized in the past, or is expecting further regulation? What if customers overseas do not want healthy options?
Critics will no doubt suggest that McDonalds should offer the alternatives to the same degree in every country if those alternatives are found to be better nutritional value options than that which is already being sold. This arguments holds in particular from a non-consequentialist perspective. However, this question is intended to get students to think about globalization and typical business responses to criticism. 

a. Should a critique in Europe mean the change of business practices in Asia? Africa?
b. What if the critique is based on local sensitivities such as the case in France?

c. What if responding to the critique means bankruptcy for the company if implemented on a global scale?
d. Do customers not want healthy options because of a lack of information, or do they not want them because they find the unhealthy options tastier, despite having the proper information? Students may raise issues around freedom.
4. How could McDonald’s seek to avoid further criticism in the future? Can the company realistically present itself as an ethical corporation?

With this question students should consider how transparency and discussion with stakeholders, critics in particular, may have helped to prevent the public relations disasters that McDonald’s experienced. 

There is a need for honesty and education over the nutritional value of McDonalds food and the likely health effects for those who choose to consume fast food regularly. A greater attention to cultural sensitivities may also prove fruitful, but this would always have to be balanced with the benefits that the company’s brand associations of American-ness and global success that it currently enjoys. This is a good opportunity to get students to think about the firm’s competitors and the response of other multinationals that have been faced with criticism such as Nestlé and Shell. Here, it may also be useful to consider the link between the McDonald’s brand and specific products in light of the dietary requirements of many Asian customers (e.g. beef-burgers may not be a best-seller in India, despite being the firm’s flagship product in the West).

Some students may believe that McDonald’s cannot realistically present itself as an ethical corporation, because the products it sells and the means of producing those products is unsustainable (see question 5). Such students might therefore place McDonald’s in the same camp as other firms that have encountered such criticism; like weapons and tobacco companies. From a different perspective, however, other students may see McDonald’s as realistically presenting itself as an ethical corporation – at least in Europe if not (yet) in Asia – because of its having changed and improved over time.
5. How sustainable is the fast food industry from the point of view of the triple bottom line?

From an economic, environmental and social perspective the fast food industry is arguably far from sustainable. Students might suggest some of the following reasons:

· Economic – it is questionable both whether fast food companies work to ensure money gathered from its local stores stays within the local community and whether any of them pays its full tax to host governments based on spirit and intent of the law without looking for loopholes.
· Environmental – clearly there are still vast concerns about packaging, waste, animal welfare and conditions of rearing, pollution of air, water and land at different stages of the production process and throughout the supply chain. Moreover, climate change is particularly calling into question the practice of eating meat.
· Social – most of these companies can be found in breach of basic worker rights as laid out by the ILO such as working conditions and fair pay etc. There are also health concerns of its customers and others in society who must deal with the externalities these companies legally produce, unethical marketing practices etc.
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