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Franchisee Crisis Ramps up Pressure on McDonald’s Management
Background
Many Franchising businesses have historically grappled with the formation of in depended associations of its franchisees (McDonald, 2016). Most of them had good intentions of enhancing their returns on investments and cutting down on cost, among other varied reasons. Most of these alliances benefit from their unified efforts although they jeopardize the operations of the franchisor.  This is because they can pose a threat to the entry of other operators into the main company’s operations. Others may also be too strong to eliminate the franchisor out of the market completely. Some of the existing operator associations in the current dispensation across the world include the American Association of Franchisees, International Franchise Association, and Denny’s Franchisee Association among others. National Operators Association, which is associated with McDonald’s business is on the verge of being formed to meet the grievances of the operators. 
McDonald’s is a fast food company that began in 1940 in the US. Maurice and Richard McDonald, the operators, christened the company as a stand for hamburger although they later converted into a big franchise in 1953.it is currently the world’s largest franchise by revenue with a customer base of above 69 million in over 100 nations. McDonald’s primary source of revenues is rent, franchise fees, revenues from restaurants operated by the company and royalties. The company occupies the fourth position in terms of employment of workers. It has over 1.7 million employees (Restaurant Business, 2019).
The executives of McDonald's are grappling with a serious issue of franchisees pressuring them to bring out results.  This pressure is coming a few years after the appointments of Steve Easterbrook as the company’s new CEO in the year 2015. The main reason for his appointment was to overhaul MacDonald’s culture. The executive team has been very active in revolutionizing company affairs. MacDonald’s has been operating a very healthy franchisor base, even after Steve’s appointment. The executives had initiated plans, changes, and strategies to mitigate sales stagnation in its over 14000 stores in the United States. It is these transformations that have made the company's stock to escalate in value in 2018 due to the attraction of many investors.  
Restaurant Business (2019) states that McDonald's also succeeded in the developing of a mobile app offering curbside service, added an entire-day breakfast, provided discounts, expanded its delivery and brought back a dollar menu that was evolved. The program for coffee was expanded coupled with the introduction of other non-existed chicken products. Four years before 2016, traffic and sales had declined drastically. That is why Easterbrook came into the company to overhaul it. He succeeded in the overhauling the management by replacing the ones that had served in the company for a long time with others from without the industry and company. The primary purpose of this was to inject new talents that would see the company achieve paradigmatic revenues and profitability increments. It was during this period that some talented managers like Chris Kempczinski came into the company. Through his efforts as the new US president for MacDonald’s in 2017, the company’s stores were sold and only 700 of them remained in the US. Corporate overheads were reduced drastically coupled with the shifting of the company headquarters to Chicago to transform McDonald’s culture. His efforts proved successful in the whole of 2018 after sales grew drastically. In 2019, McDonald's began to remodel its locations more aggressively while adding self-service shops inside its restaurants. 2020. The Company, however, backed off the requirement since then.
The short-term remodeling of the business created immediate pain to the operators.  Upon the reopening of the stores in October last year, there was a general realization that traffic gains were not being realized easily. The operators since then started dreading that about 40% of their business leases would not be renewed depending on the franchisor’s financial requirements and if the revenues would not increase as earlier-on projected. The 40% of MacDonald’s franchisees would realistically not be ousted out of the chains. However, to the operators, the remodeling of the business predicts a financial strain in the future. The franchisees are required to spend $500,000, which is 45% of the modelling costs. Although the company continues to do well in its business, the reduction in traffic and other issues like the projected increases in the costs of the franchisees due to the remodeling requirement by the franchisor poses a challenge to them. They are oblivious to the renewal of their leases once the remodeling occurs.
Problem Statement
McDonald's has been operating a competitive business in the US and in over other 100 countries. Its profit margins have been favorable over the years. Nevertheless, they started dwindling in 2012 to 2012. It is for this reason that a new CEO was recruited to overhaul; the company’s management as well as its operations.  The entry of Steve Easterbrook into the business brought about a revolution into the business. Profits started increasing drastically due to the introduction of new talents that refurbished how things were initially done in the franchise. Some of the new talents introduced were the then Head of the UK operations Mr. Chris Kempczinski. He became the president of the franchise in the US. During his 2018 tenure, sales sky-rocketed due to the institution of several mechanisms that streamlined the business processes. Some of his measures included the reducing of the company’s overhead costs. He also contributed to the changing of the organization’s culture by shifting the headquarters of McDonald’s from California to Chicago. Chris also pioneered the beginning of McDonald’s businesses’ remodeling (Restaurant Business, 2019). The outcome of the transformation which was a requirement for all franchisees elicited many concerns because it could escalate the operational costs for the business.
Furthermore, the business was doing well; sales were still high, but the traffic was going low. This means that customers were eating more but were less. That is why profits seemed not to go down for the franchisees. Similar store-sales had gone up in Quarter 3 of 2018 by 2.4%. To prove that the traffic was dwindling the chain for fast foods decreased by 4.6% in September. They also went down by 1.2% in the subsequent month. The entire traffic for the business declined by 1.9% in November. This was based on a report that was released by the Index of the Economic Chain Restaurant.  These revenues were however realized at the company’s (Restaurant Business, 2019). They fell throughout the year. Transactions expense the franchisees decided to come together to champion for strategies that will escalate the traffic while keeping profits high.
Nevertheless, the need to provide discounts to the customers as well as the fears that the requirement for the remodeling of the franchisors would increase their costs as well as causing non-renewal to their leases elicited the concern of teaming together of the franchisees to form the National Association of Operators. Labor costs and the sales were also not to the expected standards (Restaurant Business, 2019). That is why a dispute arose between McDonald’s executives and the franchise operators. The disagreement has brought a lot of pressure to the company executives due to the oblivion, uncertainty, and skepticism about the success of the plans of the company in the future. The management faces uncertainty in airing its views regarding the issue of NOA formation. Another problem would be convincing other potential investors into entering into MacDonald’s Franchise business (Jonathan Maze, 2019).


Research Questions
Owing to the fact that MacDonald’s is grappling with a serious issue with its franchisees, that is the imminent formation of the National Operators Association, specific research questions are essential. They include the following: 
1. Will the formation of NOA impact the profits of MacDonald’s?
2. Will the formation of NOA affect the effect the McDonald's Franchisor-franchisee communication?
3. Will the formation of NOA prevent the recruitment of other franchisees into McDonald’s chains?
4. Will the formation of NOA affect the relationship between the McDonalds executives and the operators?
5. Will the NOA formation affect the discounts McDonald’s offers?
6. Will NOA formation increase McDonald’s traffic?
Objectives
1. To establish if the formation of NOA will  impact the profits of MacDonald’s
2. To investigate if the formation of NOA will affect the effect the McDonald's Franchisor-franchisee communication. 
3. To determine if the formation of NOA will prevent the recruitment of other franchisees into McDonald’s chains.
4. To establish whether the formation of NOA will affect the relationship between the McDonalds executives and the operators.
5. To assess if the NOA formation will affect the discounts McDonald’s offers
6. To investigate if the NOA formation will  increase McDonald’s traffic
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