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[bookmark: _Toc235776155]Executive Summary

Environmental sustainability has become one of the defining leadership challenges facing multinational organisations. This report critically evaluates sustainable leadership at McDonald's through the lens of responsible leadership across borders, examining how effectively the organisation translates sustainability commitments into measurable environmental outcomes across its global franchise and supply-chain network.
The report finds that McDonald's has made significant progress in embedding sustainability within corporate strategy through ambitious climate commitments, improved packaging sustainability and reductions in operational emissions. These developments demonstrate increasing integration of environmental considerations into organisational decision-making. However, the analysis identifies that the organisation's greatest sustainability challenges occur within areas where direct managerial control is limited, particularly across franchise operations and Scope 3 emissions generated throughout global supply chains.
Drawing upon responsible leadership, stakeholder theory, corporate social responsibility, ethical leadership, transformational leadership and global leadership theory, the report concludes that effective sustainable leadership is determined not by the existence of ambitious sustainability commitments, but by leaders' ability to influence, govern and align diverse stakeholders operating across complex international systems. The analysis further highlights ongoing tensions between commercial growth objectives and long-term environmental sustainability, demonstrating the practical challenges multinational organisations face when implementing sustainability strategies across globally dispersed operations.
To strengthen sustainability leadership, the report recommends linking executive remuneration to environmental performance, strengthening franchise sustainability governance and expanding supplier collaboration to reduce Scope 3 emissions. Collectively, these recommendations aim to strengthen governance, leadership capability and stakeholder collaboration to improve sustainability implementation across McDonald's global operations.
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[bookmark: _Toc235776156]1. Introduction and Organisational Context
The concept of sustainable development was popularised by the World Commission on Environment and Development, which defined it as "development that meets the needs of the present without compromising the ability of future generations to meet their own needs" (WCED, 1987). This definition provides an important foundation for understanding responsible leadership because multinational organisations must balance economic performance with long-term environmental and societal wellbeing.
Environmental sustainability has become one of the most significant leadership challenges facing multinational organisations. Historically, organisational success was primarily measured through financial performance and shareholder returns (Friedman, 1970). However, growing concern regarding climate change, biodiversity loss, environmental degradation and resource scarcity has transformed expectations of corporate behaviour (United Nations, 2015; IPCC, 2023), with organisations increasingly expected to create long-term value while addressing environmental and social challenges.
This shift has been reinforced by international frameworks including the United Nations Sustainable Development Goals (SDGs) and the Paris Agreement. In particular, SDG 12 (Responsible Consumption and Production) and SDG 13 (Climate Action) encourage organisations to reduce environmental impacts across global value chains, while the Paris Agreement has strengthened expectations for emissions reduction and climate resilience (United Nations, 2015; UNFCCC, 2015). Although these frameworks do not impose direct legal obligations on corporations, they increasingly influence stakeholder expectations and organisational legitimacy.
Investor expectations have also expanded beyond financial performance to encompass ESG performance, climate resilience and governance quality. Climate disclosure frameworks, including IFRS S2, require organisations to provide greater transparency regarding climate-related risks, opportunities and governance arrangements (IFRS Foundation, 2023). Consequently, sustainability has become a strategic leadership and governance priority rather than simply an operational concern.
McDonald's provides an appropriate case through which to examine responsible leadership across borders. Operating more than 45,000 restaurants in over 100 countries, with approximately 95% operated by franchisees, the organisation faces significant challenges in implementing sustainability objectives consistently across diverse markets (McDonald's, 2026). Its scale and franchise model require leaders to influence suppliers, franchisees and other stakeholders beyond direct managerial control.
A PESTLE analysis demonstrates why sustainability has become strategically important for McDonald's. Politically, international climate agreements and environmental regulation continue to increase expectations for emissions reduction. Economically, ESG investing and mandatory climate reporting have intensified investor scrutiny. Socially, consumers increasingly demand ethical sourcing and sustainable packaging, while technological innovation supports emissions monitoring and resource efficiency. Legally, expanding climate disclosure requirements reinforce the need to reduce emissions, waste and resource consumption.
This report critically evaluates McDonald's sustainable leadership through the lenses of responsible leadership, stakeholder theory, corporate social responsibility (CSR), ethical leadership, transformational leadership and global leadership. It argues that the principal challenge is not developing sustainability commitments, but influencing a globally dispersed network of franchisees, suppliers and stakeholders to deliver measurable environmental outcomes while balancing commercial growth with environmental responsibility.

[bookmark: _Toc235776157]2. Theoretical Perspectives on Responsible Leadership Across Borders
[bookmark: _Toc235776158]Responsible Leadership
Responsible leadership provides an important theoretical lens for evaluating how leaders balance commercial performance with wider social and environmental responsibilities. Maak and Pless (2006) argue that leaders create long-term value by building relationships with diverse stakeholders and balancing economic, social and environmental interests. Pless and Maak (2011) further contend that this approach is essential for addressing complex global challenges such as climate change because it depends upon collaboration across organisational and societal boundaries.
Within multinational organisations, these responsibilities become increasingly complex as leaders must reconcile competing expectations from investors, governments, consumers, suppliers and local communities operating across different institutional and cultural contexts (Doh and Quigley, 2014). Consequently, responsible leadership requires balancing environmental objectives with commercial priorities rather than attempting to satisfy all stakeholder interests simultaneously.
However, the concept has been criticised for providing normative guidance without adequately explaining how leaders should resolve competing stakeholder demands in practice (Waldman and Galvin, 2008). Responsible leadership should therefore be evaluated not simply by organisational intentions, but by leaders' ability to make strategic trade-offs while delivering measurable sustainability outcomes.

[bookmark: _Toc235776159]Stakeholder Theory
Stakeholder theory provides a foundation for understanding responsible leadership. Freeman (1984) argues that organisations should create value for all stakeholders rather than prioritising shareholder interests alone. In the context of McDonald's, stakeholders include customers, employees, franchisees, suppliers, investors, governments and environmental advocacy groups.
Environmental sustainability has become increasingly important because environmental performance affects multiple stakeholder groups simultaneously. Consumers expect sustainable products and packaging, investors seek climate resilience, governments demand regulatory compliance and environmental groups monitor corporate impacts.
However, stakeholder theory has limitations. Jensen (2002) argues that organisations often struggle to determine how competing stakeholder interests should be prioritised. This limitation is particularly relevant where environmental objectives conflict with commercial priorities.
[bookmark: _Toc235776160]Corporate Social Responsibility
Carroll's (1991) CSR framework proposes that organisations possess economic, legal, ethical and philanthropic responsibilities. Contemporary CSR increasingly incorporates environmental sustainability, climate action and responsible sourcing.
McDonald's sustainability initiatives can be viewed as part of its ethical and legal responsibilities. However, CSR remains contested. Banerjee (2008) argues that CSR initiatives can function primarily as mechanisms for maintaining organisational legitimacy while leaving underlying business models largely unchanged. This criticism is particularly relevant to multinational organisations, where sustainability initiatives may improve operational performance without addressing broader systemic drivers of environmental degradation. This perspective provides an important lens through which McDonald's sustainability strategy is evaluated later in the report.
[bookmark: _Toc235776161]Ethical Leadership
Ethical leadership emphasises integrity, accountability and transparency. Brown, Treviño and Harrison (2005) argue that ethical leaders encourage ethical behaviour through fairness, communication and role modelling.
Within sustainability contexts, ethical leadership requires organisations to communicate honestly regarding both achievements and shortcomings. This is increasingly important because stakeholders expect sustainability claims to be supported by measurable outcomes rather than corporate rhetoric. Ethical leadership therefore extends beyond target setting and requires transparency regarding implementation challenges and performance gaps.
[bookmark: _Toc235776162]Transformational Leadership
Transformational leadership focuses on vision, inspiration and organisational change. Burns (1978) argue that transformational leaders motivate followers to pursue ambitious goals, challenge established practices and embrace organisational transformation.
Sustainability transitions often require transformational leadership because they involve significant organisational change, behavioural adaptation and long-term strategic commitment. Leaders must communicate a compelling vision for sustainability, encourage innovation and create organisational commitment to environmental objectives. In the context of McDonald's, transformational leadership can be observed through the organisation's long-term climate commitments, sustainability targets and efforts to embed environmental considerations within corporate strategy.
However, transformational leadership has been criticised for emphasising vision and inspiration while providing less guidance regarding implementation (Yukl, 2013). This limitation is particularly relevant when evaluating multinational sustainability strategies.
[bookmark: _Toc235776163]Global and Sustainable Leadership
Global leadership provides an important start point through which to understand sustainability implementation within multinational organisations. Javidan and Walker (2013) argue that effective global leaders require a global mindset capable of navigating cultural diversity and institutional complexity, while sustainable leadership emphasises systems thinking and the ability to influence change beyond organisational boundaries (Visser and Courtice, 2011). Together, these perspectives explain why responsible leadership across borders depends upon influencing stakeholders beyond direct organisational control.
[bookmark: _Toc235776164]3. Critical Evaluation of Sustainable Leadership at McDonald's
[bookmark: _Toc235776165]Sustainability Commitments and Strategic Positioning
McDonald's has publicly positioned sustainability as a strategic priority through its Purpose and Impact framework. The organisation has committed to achieving net-zero greenhouse gas emissions by 2050 and established interim targets relating to climate action, sustainable sourcing and packaging improvements (McDonald's, 2025a).
These commitments indicate that sustainability has become embedded within corporate strategy. However, sustainability ambitions have become increasingly common among multinational organisations. Therefore, leadership effectiveness should be evaluated according to implementation and outcomes rather than aspiration alone.
[bookmark: _Toc235776166]ESG and Accountability
The growth of ESG investing has increased pressure on organisations to demonstrate environmental accountability. Investors increasingly evaluate organisations according to climate-related risks, governance structures and long-term resilience.
McDonald's sustainability reporting reflects this trend through climate disclosures, environmental targets and governance frameworks. From a responsible leadership perspective, these initiatives suggest recognition that environmental sustainability is now a strategic governance issue rather than a peripheral operational concern.
However, ESG reporting remains controversial. Critics argue that reporting frameworks often prioritise disclosure quality rather than environmental performance, meaning organisations may become highly effective at reporting sustainability without necessarily achieving transformational environmental outcomes (Boiral, O., Brotherton, M.-C. and Talbot, D., 2024). Consequently, strong ESG reporting should be viewed as a necessary but insufficient indicator of responsible leadership effectiveness. Responsible leadership therefore requires accountability for measurable environmental outcomes as well as transparency.

[bookmark: _Toc235776167]Evidence of Progress
McDonald's reports progress in several areas, including reductions in operational emissions and increased use of renewable, recycled or certified packaging materials. The organisation states that more than 90% of primary guest packaging is now sourced from renewable, recycled or certified materials, alongside reported reductions in Scope 1 and Scope 2 emissions relative to a 2018 baseline (McDonald's, 2025a). These developments suggest that sustainability is increasingly embedded within corporate strategy rather than being treated solely as a CSR initiative.
Transformational leadership emphasises organisational change through vision and long-term commitment (Burns, 1978; Bass, 1985). Contemporary sustainability leadership research similarly suggests that embedding environmental objectives across organisations requires leaders to mobilise resources and influence organisational behaviour (Avery and Bergsteiner, 2011; Ferdig, 2007). However, much of McDonald's reported progress has occurred within areas where it maintains relatively high levels of operational control, such as packaging procurement and energy management. Consequently, these improvements provide only partial evidence of responsible leadership effectiveness across the wider franchise and supply-chain network.

[bookmark: _Toc235776168]Scope 3 Emissions and Supply Chain Governance
One of the most significant sustainability challenges facing McDonald's concerns Scope 3 emissions. Unlike operational emissions that can be managed directly, Scope 3 emissions originate throughout the value chain, including agricultural production, transportation, packaging, distribution and supplier activities. For multinational food-service organisations, these emissions represent the majority of total greenhouse gas emissions, making them considerably more difficult to address than those generated through company-owned operations (McDonald's, 2025a).
Agricultural activities, particularly beef and dairy production, contribute significantly to McDonald's environmental footprint through methane emissions, land-use change and resource-intensive farming practices (Poore and Nemecek, 2018). Consequently, many of the organisation's most significant environmental impacts occur beyond direct managerial control, creating a tension between sustainability ambition and implementation. Traditional management approaches based on hierarchy are therefore insufficient. Instead, responsible leadership requires supplier engagement, collaboration and systems governance to influence independent stakeholders operating across diverse economic, cultural and regulatory contexts (Maak and Pless, 2006; Javidan and Walker, 2013).
Scope 3 emissions therefore represent not only an environmental challenge but also a critical test of responsible leadership across borders.

[bookmark: _Toc235776169]The Franchise Leadership Challenge
Perhaps the most significant challenge facing McDonald's relates to its franchise model. With approximately 95% of restaurants operated by franchisees, sustainability implementation depends heavily on independent operators working across diverse economic, cultural and regulatory contexts (McDonald's, 2026). While franchising enables rapid global expansion and local responsiveness, it also creates governance challenges because environmental objectives must be implemented beyond direct corporate control.
This creates a governance paradox. Corporate leaders are increasingly held accountable for organisational sustainability performance, yet implementation depends upon franchisees whose priorities are shaped by local market conditions and commercial pressures. Consequently, sustainability success depends not only on organisational commitments but also on leaders' ability to mobilise complex stakeholder networks (Maak and Pless, 2006).
Traditional command-and-control approaches are therefore insufficient. Instead, responsible leadership relies on governance mechanisms, stakeholder engagement and relationship management to encourage the adoption of sustainability practices across geographically dispersed franchise networks (Doh and Quigley, 2014). Ultimately, the franchise model demonstrates that influence, rather than direct operational control, lies at the heart of responsible leadership in multinational organisations.

[bookmark: _Toc235776170]Global Leadership Challenges
McDonald's operates across more than 100 countries characterised by differing regulatory frameworks, environmental priorities, cultural values and levels of economic development. Consequently, sustainability initiatives that are effective in one market may be less effective, more costly or more difficult to implement elsewhere. For example, expectations surrounding sustainable sourcing, waste management and environmental reporting may vary significantly between developed and emerging markets.
Global leadership theory suggests that leaders must balance strategic consistency with local responsiveness (Javidan and Walker, 2013). While McDonald's requires overarching sustainability objectives to maintain corporate coherence and legitimacy, local managers and franchisees also require flexibility to respond to specific market conditions. Excessive standardisation may ignore local realities, whereas excessive flexibility may weaken consistency and accountability.

[bookmark: _Toc235776171]Business Model Contradictions
A more critical perspective highlights tensions between McDonald's sustainability ambitions and its underlying business model. The organisation seeks to reduce environmental impacts while simultaneously expanding restaurant numbers, increasing sales volumes and encouraging greater consumer demand. While these objectives are not necessarily incompatible, they create an inherent tension between commercial growth and environmental sustainability.
Agricultural production remains one of the largest contributors to global greenhouse gas emissions, accounting for a significant proportion of emissions associated with food systems, particularly through livestock production, land-use change and methane emissions from cattle (Poore and Nemecek, 2018; IPCC, 2023). For McDonald's, products such as beef and dairy represent important components of its menu and revenue model, yet they are also among the most carbon-intensive food products. Consequently, many of the organisation's most significant environmental impacts originate within agricultural supply chains despite ongoing sustainability initiatives.
For example, McDonald's has committed to reducing greenhouse gas emissions, eliminating deforestation from key commodities and improving sustainable sourcing practices (McDonald's, 2025a). However, continued business growth may increase demand for agricultural commodities, transportation and resource consumption. This creates a situation in which environmental impacts per product may decrease while overall environmental impacts remain substantial due to the scale of operations. In other words, sustainability improvements may be partially offset by organisational growth.
This raises an important question regarding responsible leadership: can ambitious sustainability targets be achieved without altering aspects of the business model that contribute to environmental impacts? Banerjee's (2008) critique is particularly relevant here, as McDonald's sustainability initiatives may reduce waste, improve packaging and increase operational efficiency without necessarily addressing the environmental consequences associated with high-volume food production and consumption.
From this perspective, the challenge is not whether McDonald's is making progress, but whether that progress is sufficient to achieve meaningful environmental transformation. Sustainability initiatives may reduce environmental impacts per unit of production, while total environmental impacts continue to increase as the organisation expands globally. This phenomenon, often referred to as the "rebound effect", highlights the limitations of focusing exclusively on efficiency improvements as a pathway to sustainability (York and McGee, 2016).
For responsible leaders, this creates a particularly complex dilemma. Leaders are expected to deliver commercial growth, satisfy investors and maintain competitive advantage while simultaneously reducing environmental impacts. These objectives may at times conflict, requiring leaders to make difficult strategic trade-offs. Therefore, the McDonald's case demonstrates that responsible leadership across borders is not simply about implementing sustainability initiatives; it is about confronting the deeper tensions that exist between business growth and environmental sustainability. The extent to which leaders are willing and able to address these tensions may ultimately determine whether sustainability strategies deliver genuine transformation or merely incremental improvements.

[bookmark: _Toc235776172]Greenwashing, Legitimacy and Accountability
Independent commentators have questioned whether multinational organisations can realistically achieve ambitious climate targets within proposed timelines, particularly where emissions reductions depend upon complex supply chains and stakeholder networks (ESG Today, 2026; Trellis, 2026). In McDonald's case, recent reporting suggests that while the organisation remains committed to achieving net-zero emissions by 2050, it may face challenges in meeting certain interim value-chain emissions targets. This does not necessarily indicate a lack of commitment; rather, it highlights the difficulty of translating long-term climate ambitions into measurable outcomes across complex international systems.
These challenges are significant because sustainability commitments increasingly influence organisational legitimacy. Delmas and Burbano (2011) define greenwashing as the dissemination of misleading information regarding environmental performance. As sustainability reporting and ESG disclosures have become more prominent, stakeholders have become increasingly sceptical of organisations whose environmental commitments appear disproportionate to measurable outcomes.
From an ethical leadership perspective, criticism of McDonald's sustainability performance should not automatically be interpreted as evidence of deliberate greenwashing. Instead, it reflects a broader shift in stakeholder expectations. Investors, regulators, consumers and environmental groups increasingly judge organisations according to demonstrated outcomes rather than stated intentions.
This reinforces the importance of transparency and accountability. Brown, Treviño and Harrison (2005) argue that ethical leadership is characterised by accountability, transparency and integrity. Within sustainability contexts, this means communicating openly about both achievements and shortcomings, while demonstrating corrective action and continuous improvement.

[bookmark: _Toc235776173]Leadership Development and Sustainability Capability
McDonald's continues to invest in leadership development through initiatives such as Hamburger University and global leadership programmes (McDonald's, 2024). These initiatives recognise that sustainability implementation requires leadership capability, stakeholder engagement and systems thinking rather than technical expertise alone.
However, sustainability capability should extend beyond awareness and training. Leaders increasingly require competencies in systems thinking, climate governance, stakeholder engagement and sustainable innovation. The key question is whether leadership development contributes to improved sustainability implementation across franchise and supply-chain networks. Leadership development therefore provides an important mechanism through which sustainability capability can be embedded across global operations, but its effectiveness should ultimately be judged by outcomes rather than programme existence.

[bookmark: _Toc235776174]Overall Evaluation
Overall, McDonald's demonstrates several characteristics associated with responsible leadership, including stakeholder engagement, measurable sustainability progress and increasing integration of environmental objectives within corporate strategy. However, the analysis shows that the organisation's greatest challenges arise where sustainability depends upon actors beyond direct corporate control, particularly across franchise operations and Scope 3 emissions.
McDonald's therefore illustrates the central challenge of responsible leadership across borders: leadership effectiveness is determined not by the existence of sustainability commitments, but by leaders' ability to govern, influence and align stakeholders across globally dispersed networks while balancing environmental responsibility with commercial performance.

[bookmark: _Toc235776175]4. Recommendations
[bookmark: _Toc235776176]Recommendation 1: Strengthen Franchise Sustainability Governance and Accountability
Given that approximately 95% of McDonald's restaurants are operated by franchisees, the organisation should strengthen sustainability governance across its franchise network. This could be achieved through a standardised global framework requiring franchisees to report key environmental performance indicators, supported by benchmarking, performance monitoring and the sharing of best practice across regions.
Strengthening franchise governance would improve accountability, increase visibility of sustainability performance and better align local implementation with corporate environmental objectives while maintaining sufficient flexibility to respond to different market conditions

[bookmark: _Toc235776177]Recommendation 2: Expand Supply Chain Collaboration
The organisation should invest further in partnerships with suppliers and agricultural producers to address Scope 3 emissions through regenerative agriculture, sustainable sourcing and emissions reduction programmes.

[bookmark: _Toc235776178]Recommendation 3: Strengthen Sustainability Leadership Development
Leadership development programmes should incorporate sustainability governance, ethical decision-making, stakeholder engagement, climate literacy and systems-thinking competencies.

[bookmark: _Toc235776179]Recommendation 4: Integrate Sustainability into Executive Reward Systems
Executive remuneration should be directly linked to environmental performance indicators, including emissions reductions, sustainable sourcing targets and franchise sustainability performance. Aligning incentives with sustainability outcomes would strengthen leadership accountability.
[bookmark: _Toc235776180]5. Conclusion
This report has critically evaluated sustainability leadership at McDonald's through the lens of responsible leadership across borders. The analysis demonstrates that sustainability has become a central leadership challenge shaped by stakeholder expectations, ESG pressures and global environmental concerns.
McDonald's has established ambitious sustainability commitments and demonstrated measurable progress in several operational areas. However, continuing challenges relating to franchise implementation, supply-chain emissions, agricultural impacts and business model sustainability illustrate the complexity of translating sustainability ambitions into measurable outcomes.
The report concludes that responsible leadership across borders is not defined by the existence of sustainability commitments, but by leaders' ability to govern, influence and align stakeholders across globally dispersed systems while balancing environmental responsibility with commercial performance. The McDonald's case demonstrates that the effectiveness of responsible leadership should therefore be judged not by the ambition of sustainability goals alone, but by the organisation's ability to translate those ambitions into measurable outcomes across complex international operations.
As multinational organisations face increasing environmental expectations, the ability to translate sustainability ambition into measurable implementation is likely to become one of the defining characteristics of responsible leadership.
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