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· Use the following format to structure the papers for SWA; see (g) below for further information.
· Add nine value chain – Add two functional and competitive strategies
a. Situation Analysis
· Explain a brief history of the organization and past successes/failures.
· Who are the primary competitors?
· What core competencies and competitive advantages exist?
b. SWOT Analysis
· Strengths and Weaknesses Internally
· Opportunities and Threats Externally
c. Specific Environment
· Porter’s Five Forces – use each area to show it is important to your analysis.
· Concentrate on industry competitors.
d. General Environment
· Some of the five will have greater importance in some papers, but demographics is an area to explore in all papers.
e. Discussion
· Give me your thoughts on the strategies being used and areas for change or improvement.
f. Conclusion
· What do you think about the future for the organization?
g. For McDonald's, add the value chain and functional strategies. 

· Length = 9 pages, double-spaced for SWA; longer for others.  The paper can be longer, but not more than 15 pages.
· [bookmark: _GoBack]Must have Citing source from McDonalds website and from the book (there are 5 pictures blow that talks about McDonalds and must citing from it). 
· Footnotes/Citing Sources:  Put these at the end of the paper, please.
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to feature a variety of value, premium, and wholesome product
options and to deliver the right products at the right price to
customers.

In addition to its Plan to Win, McDonald's worked hard to
improve individual restaurant profitability by leveraging economies
of scale and by being more efficient. To this end, it expanded the
use of labor-saving equipment and it streamlined processes.

All these strategic changes had a positive effect on perfor-
mance. The company posted steady sales increases through most
of 2003 and early 2004. Then, tragedy struck. In April 2004, at
a worldwide convention for McDonald's franchisees in Orlando,
Florida, Cantalupo died unexpectedly of an apparent heart attack.
The company’s board met and quickly named Charlie Bell as CEO.
Bell was Cantalupo’s right-hand man and one of the most forceful
proponents of change at McDonald's. Bell continued the strategic
realignment that he and Cantalupo had started. However, one
month after being named CEO, another tragedy hit. Bell was
diagnosed with cancer and underwent radical surgery. A recur-
rence of the cancer led to Bell's resigning his CEO position in
November 2004. Not long after (January 2005), Bell lost his battle
with cancer. Jim Skinner, the company’s vice chairperson, was
named CEO. Today, Skinner is building on the foundation put in
place by both Jim Cantalupo and Charlie Bell. The Plan to Win is
still the strategic cornerstone of McDonald’s business today.

MCDONALD’S TODAY

“Our Plan to Win, with its strategic focus on ‘being better, not
just bigger,” has delivered even better restaurant experiences to
customers and superior value to shareholders.” The company’s
commitment to its strategic plan—the Plan to Win—summarizes
the results of McDonald’s varied strategic efforts. In a recent an-
nual report, CEO Skinner stated, “Our success remains global,
with all areas of the world contributing significantly to our
results. We achieved all of this through our Plan to Win, which
has served as our strategic blueprint for the past eight years.”

interested in reality. It's about real people connecting with our
brand.” Advertising industry experts say that for companies like
McDonald's, “packaging has become an increasingly important
opportunity to connect with consumers who may not be spend-
ing as much time watching television commercials.” In today’s
economic environment, however, the company’s promotional
push has focused on value. McDonald's has relentlessly reminded
consumers about its dollar menu, which has been around for a
number of years. Although the company has been careful “not
1o overuse value messaging,” it added the tagline “Now more
than ever” to its ads during the second half of 2008 as the eco-
nomic recession took hold. McDonald's promotional strategies
appear to be hitting the mark, but the company’s marketing
strategies don't just revolve around promoting their brand

The company always has been and continues to be on the
forefront of product innovations. McDonald's basic product strat-
eqgy is to “offer relevant menu variety to appeal to a broad range
of customers.” It carefully searches the market for new products
and spends months testing those products in heavily monitored
field tests to ensure that customers will purchase its new products.
Some recent menu additions include Chicken McBites, Cherry
Berry Chiller (slushie), frozen lemonade, blueberry banana nut oat-
meal, and additional flavors to current menu items. The company
is currently testing Fish McBites. Sensing a market opportunity,
the company continues to push its McCafe coffees. A company
spokeswoman said, “We are very aggressive and very bullishly
adding this new line of coffees to all of our existing restaurants.”

Although new product development is an important strat-
egy, the company also relies heavily on old classics like the Big
Mac and French fries. These products are on company menus
around the world and account for a large chunk of annual rev-
enues. In addition, McDonald's recognizes the importance of
appealing to local tastes and offers a broad selection of food and
beverages tailored to those preferences. For instance, in Japan, it
offers the Ebi Filet-O (a shrimp burger similar to the Filet-O-Fish).
In the Middle East, there’s the McArabia (available with either
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grilled chicken or grilled kofta). Aussies can order a McOz (similar
to a Quarter Pounder with beetroot, tomato, lettuce, and fresh
onions). And doughnuts are a fixture on menus at British, Dutch,
and German McDonald’s locations. As the company states, it has
“a global commitment, but a local approach.”

One issue that McDonald's has been addressing is that its
products have been the target of an ongoing negative publicity
campaign aimed at what critics call its low nutritional quality
(films and books such as Super Size Me and Fast Food Nation)
However, as one analyst said, “McDonald’s is not responsible for
the way Americans eat. But the inescapable fact is that it serves
an enormous number of them every day.” That's why it's likely
to remain the “top target for the food police.” And that’s why
the company announced in mid-2011 a new initiative to offer
healthier items on its menus over the next decade. McDonald’s
USA president Jan Fields said, “The commitments we're an-
nouncing today will guide the future evolution of our menu and
marketing.” It has pledged to continue to introduce healthier
menu items and work to meet changing consumer expecta-
tions and needs as far as nutrition and balanced lifestyles. Fields
said, “From a business standpoint, it is something we need to
do to protect that business. Clearly, this is the way people are
moving—we have a health-conscious society. We're in business
for the long term, so we have to evolve.” One focus has been
its Balanced, Active Lifestyles (BAL) efforts that are designed
to provide customers with tools to help them make informed
lifestyle choices. For instance, it was the first restaurant chain to
place nutrition information in an easy-to-read graphic format on
product packaging. It also introduced high-tech, minigyms for
kids called R Gyms (named for Ronald McDonald) to replace the
familiar PlayPlaces. These gyms encourage kids to be physically
active and feature everything from stationary bicycles with kid-
friendlv videa <creenc to mini—backethall courte that aive elec-
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Mexican Grill (in 1998) and the Boston Market chains (in 2000).
In 2006, it spun off Chipotle through an initial public offering
(IPO). Then, in 2007, it sold its Boston Market U.S. locations, and
in 2008, sold its minority interests in the United Kingdom-based
Pret A Manger. These strategic actions should allow McDonald’s
to concentrate on its flagship brand.

Taking Care of Its People

McDonald’s commitment to its employees has been a focus since
Ray Kroc founded the company in 1955. He said, “Take good
care of those who work for you, and you will float to greatness
on their achievements.” The company’s belief is that “only satis-
fied people can satisfy our customers.”

Despite its stated commitment to its employees, McDonald's
has been criticized for its “dead-end McJobs” work environment
and its high employee turnover (restaurant crews turn over en-
tirely within a year, on average). In response, the company says,
“Work at McDonald's meets various needs. For some people,
it's a starting point. .. for others, it's a way to earn money while
pursuing other interests.” Forty percent of the top management
team (20 of 50) started in a McDonald’s restaurant, including the
CEO, who joined the company in 1971 as a manager trainee.
For the company to achieve its goal of being the world’s best
quick-service restaurant, it realizes the importance of providing
the best experience for all McDonald's employees. These beliefs
have been formalized into its strategic initiative called People:
Learning for Life. At the heart of this initiative are its five people
principles, as follows: (1) resources and recognition—managers
treating employees as they would want to be treated; respecting
and valuing employees; and formally recognizing employees for
good work performance, extra effort, teamwork, and customer
service; (2) values and leadership behavior—all acting in the
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its Balanced, Active Lifestyles (BAL) efforts that are designed
to provide customers with tools to help them make informed
lifestyle choices. For instance, it was the first restaurant chain to
place nutrition information in an easy-to-read graphic format on
product packaging. It also introduced high-tech, minigyms for
kids called R Gyms (named for Ronald McDonald) to replace the
familiar PlayPlaces. These gyms encourage kids to be physically
active and feature everything from stationary bicycles with kid-
friendly video screens to mini-basketball courts that give elec-
tronic feedback to participants to video dance pads where kids
dance to moves programmed on video screens. One restaurant
owner/operator located in California who installed an R Gym said
that business at his store was up considerably and he planned to
install them at his other stores. In fall 2011, McDonald’s started
adding apple slices and smaller portions of fries to its Happy
Meal boxes. The company also relies on a Global Advisory
Council of top academic researchers and fitness experts from
around the world to give advice on a diverse range of BAL issues.
Despite the company’s efforts with its Happy Meals, the Center
for Science in the Public Interest, an advocacy group that has
pressured McDonalds' in the past, says “McDonald’s clearly has a
lot more to do, for both kids and adults.”

Beyond Burgers

In an attempt to move beyond its reliance on burgers,
McDonald's has tried different strategies. For instance, it devel-
oped a McKids line of clothing and toys to build on its strong
brand name. However, only a few products remain in this line
including toys, interactive videos, and books, some of which can
be found online at Amazon.com, Wal-Mart.com, and Target.
com. A more significant push beyond burgers was the company’s
investment in different restaurant formats including the Chipotle

quick-service restaurant, it realizes the importance of providing
the best experience for all McDonald’s employees. These beliefs
have been formalized into its strategic initiative called People:
Learning for Life. At the heart of this initiative are its five people
principles, as follows: (1) resources and recognition—managers
treating employees as they would want to be treated; respecting
and valuing employees; and formally recognizing employees for
good work performance, extra effort, teamwork, and customer
service; (2) values and leadership behavior—all acting in the
best interest of the company; all communicating openly and
valuing diverse opinions; all accepting personal responsibility;
and all engaging in coaching and learning; (3) competitive pay
and benefits—paying at or above local market salary levels; and
having employees value their pay and benefits; (4) learning,
development, and personal growth—giving employees work
experiences that teach skills and values that last a lifetime; and
providing employees the tools they need to develop personally
and professionally; and (5) resources to get the job done—giving
employees the resources they need to serve the customer; and
adequately staffing restaurants to allow for a good customer
experience and to provide schedule flexibility, work-life balance,
and time for training

Training is at the core of McDonald's people strategies. It
wants its employees worldwide to be committed to quality,
service, cleanliness, and value. The company and its owners/
operators spend more than $1 billion a year on training and
development programs worldwide. More than 300,000 people
have graduated from Hamburger University (U), the company’s
Center of Training Excellence. At Hamburger U, employees
are immersed in training on restaurant operations procedures,
service, quality, and cleanliness. When they complete their
Hamburger U training, they are said to leave with “ketchup in
their veins.”
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The company has been recognized worldwide for its work-
force practices. In 2008, the Great Place to Work Institute®
ranked McDonald’s as one of the best places to work in Latin
America. It has received similar honors in more than 20 countries,
including Australia, Canada, France, Germany, Hong Kong, and
the United Kingdom. Also, the company trains more women and
minorities than any other U.S. employer. In recognition of this,
McDonald's received the Freedom to Compete Award from the
U.S. Equal Employment Opportunity Commission in 2006 for its
diversity and inclusion initiatives. And the company continues to
receive awards for its diversity efforts.

Operational Excellence
CEO Jim Skinner is a fanatic about operations. When out in
the field, he’s known for inspecting the kitchens with a “rigor
that many of his peers might reserve for financial reports.” He's
intensely focused on the efficiency and performance of the com-
pany’s 33,000 restaurants worldwide. “Luckily for McDonald's,
Skinner is an operations whiz who has turned the restaurant giant
into a well-oiled machine, insisting on planning and accountability
throughout the company.” One analyst used the term “execution
wonder” to describe McDonald's focus on restaurant operations.
“Serving customers is job #1 at McDonald’s.” Doing so
efficiently and  effectively is the goal of every single restau-
rant throughout the company. That's why McDonalds relent-
lessly focuses on all details of its restaurant operations. Many
of the operational strategic initiatives introduced in the Plan
to Win continue today. For instance, the Global Restaurant
Operations Improvement Process evaluates how effectively com-
pany restaurants are meeting McDonald’s standards and identifies
opportunities to improve performance. Also, since more than
half of its revenues come from its drive-through windows, the
company continually upgrades and improves that product delivery
format by using things such as double drive-through lanes. And
it continues to develop products that are easy to eat, easy to
prepare so they can be made quickly, and appealing to custom-

children in the early 1980s.” The company focused on two as-
pects with this redesign. One was an operational system encom-
passing production, customer service, and support with flexible
components that could be “plugged in” to customize the opera-
tions and menu to specific restaurant needs. Even with this cus-
tomization, the critical need for standardization wasn't ignored.
Every component of the production system has been designed
to ensure that products are easy to prepare and can be prepared
fast. The other aspect of the redesign was “the look.” Although
coming up with an efficient design was critical, the company
didn't overlook the importance of visual appeal. It eliminated
the “heavy, plastic look” and replaced it with a more “clean and
simple design”—something that it feels matches the new “con-
temporary, welcoming image the company wants to present.”

The uncertain economic environment has led company
executives to prepare for the “what ifs” that come with uncer-
tainty. One thing it's doing is installing computerized systems in
more locations that allow price adjustment based on consumer
demand. For instance, in China, some restaurants cut the price
of certain combo meals at lunch by as much as one-third. This
increasing focus on customer data “measuring everything from
whether customers are trading down to smaller value meals or
dropping Cokes from their order to exactly how much they're
willing to pay for a Big Mac” can only help McDonald’s. As the
company’s president, Ralph Alvarez, said, “I love numbers. | think
data used well really tells a story.”

Other operational strategies include the company’s emphasis
on energy efficiency and an efficient supply chain. McDonald's
has implemented a global energy management strategy to opti-
mize energy use. In a pilot program in North and Latin America,
restaurants were able to cut their energy consumption by more
than 10 percent. This program is now being introduced to other
locations. In 2007, the U.S. Environmental Protection Agency
named McDonald's an Energy Star Partner of the year for its en-
ergy efficiency program. The company also realizes how impor-
tant an efficient supply chain is to its ability to provide customer
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wonder” to describe McDonald's focus on restaurant operations.

“Serving customers is job #1 at McDonald’s.” Doing so
efficiently and effectively is the goal of every single restau-
rant throughout the company. That's why McDonald’s relent-
lessly focuses on all details of its restaurant operations. Many
of the operational strategic initiatives introduced in the Plan
to Win continue today. For instance, the Global Restaurant
Operations Improvement Process evaluates how effectively com-
pany restaurants are meeting McDonald's standards and identifies
opportunities to improve performance. Also, since more than
half of its revenues come from its drive-through windows, the
company continually upgrades and improves that product delivery
format by using things such as double drive-through lanes. And
it continues to develop products that are easy to eat, easy to
prepare so they can be made quickly, and appealing to custom-
ers. But McDonald's also is implementing some new operational
strategies. Recognizing the 24/7 lifestyles of many consumers,
one major strategic shift has been the move to a round-the-
clock schedule. There was a time when lunch used to be the
busiest time at a McDonald’s restaurant. However, when the Egg
McMuffin was introduced in 1975, the breakfast hours (typically
6a.m.~10:30 a.m.) became the big revenue generator. The com-
pany is evaluating the possibility of offering breakfast items at any
time during the day. And it wants to be there for customers the
rest of the day as well! Today, nearly 40 percent of the company’s
U.S. outlets are open around the clock, up from about 30 percent
seven years ago. The midnight to 5 a.m. hours of operation are
the fastest-growing time segment for the company. Now, both
the night owls and the early birds can indulge their McDonald’s
cravings! And in Singapore, Egypt, and several countries in Asia
and the Middle East, customers can get food orders delivered to
their homes or offices.

Another operational strategy initiative has been a total
redesign of its restaurant format. “The last major change at
McDonald's restaurants was the introduction of PlayPlaces for

whether customers are trading down to smaller value meals or
dropping Cokes from their order to exactly how much they're
willing to pay for a Big Mac” can only help McDonalds. As the
company’s president, Ralph Alvarez, said, “llove numbers. | think
data used well really tells a story.”

Other operational strategies include the company’s emphasis
on energy efficiency and an efficient supply chain. McDonald's
has implemented a global energy management strategy to opti-
mize energy use. In a pilot program in North and Latin America,
restaurants were able to cut their energy consumption by more
than 10 percent. This program is now being introduced to other
locations. In 2007, the U.S. Environmental Protection Agency
named McDonald's an Energy Star Partner of the year for its en-
ergy efficiency program. The company also realizes how impor-
tant an efficient supply chain is to its ability to provide customer
value. To that end, it collaborates with suppliers to ensure a
“reliable supply of high-quality food at predictable, competitive
prices.”

Doing Business Responsibly

“For us at McDonald's, corporate responsibility is about who we
are and how we operate in the diverse communities we serve.”
The philosophy of doing good and giving back is an important
part of the company’s heritage. Its always been at the heart and
soul of McDonald’s business. And with its Worldwide Corporate
Responsibility Report, McDonald’s “opens the doors to share
what's behind the Golden Arches ... not just what we do well,
but our challenges too.” McDonald's commitment to corporate
responsibility can be seen in four areas: community, environment,
marketplace, and people.

Its community responsibilities focus on local development
by supporting local schools, youth sports, and other community
programs. For example, one of its most widely known pro-
grams, the Ronald McDonald House charities, provides health
care and help to children and families around the world. Its
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responsibilities, as shown by its workforce management policies
and practices, revolve around integrating diversity in business
operations and planning.

INDUSTRY CHARACTERISTICS

The restaurant industry is an interesting one. It's highly com-
petitive, although there is significant growth potential as an
increasing portion of consumers’ food dollars is being spent on
eating out, both in the United States and globally. According
to industry analysts, the global fast-food market is forecast
to increase by 27.7 percent through 2016. And the U.S
Department of Agriculture reports that consumption of food
away from home accounted for 47.9 percent of total food
expenditures in 2010. With the increase in dual-income fami-
lies, single-parent families, and numerous moderately priced
restaurant choices, dining out is a convenient option. Although
the casual dining sector had been profiting from this trend, the
dedlining global economic environment has seemed to favor
the fast-food industry as consumers look for ways to stretch
their dollars. In addition, fast-food chains must continue to ca-
ter to consumers’ demands for healthier food alternatives. Not
only will this help attract customers, it's important for deflecting
potential obesity-related lawsuits.

Another trend affecting the fast-food industry is the rapidly
fragmenting market with different ethnicities that have made
once-exotic foods like sushi and burritos everyday meal options.
In addition, quick meals of all kinds can be found in many loca-
tions, including supermarkets, convenience stores, and even
vending machines. Another aspect of this trend is menu-item
customization—tailoring a restaurant menu to meet customers’
needs. Offering a variety of options to “have it your way” can be
both a challenge and an opportunity.

Another trend affecting all areas of the “food” industry is
consumer concern over food safety. News reports of customers
eating unsafe food and getting sick or even worse, dying, have

has played a primary role in the company’s strategic direction.
Now, the strategic imperative is “to be better, not just bigger.”
CEO Skinner stated, “Our customer-centric Plan to Win contin-
ues to drive sustained momentum and is generating broad-based
growth in our business. Our performance confirms that our em-
phasis on improving the McDonald's restaurant experience on
the 5 P's of People, Products, Place, Price, and Promotion is the
tight strategy for our customers and McDonald’s. One of our two
separate but equally important goals is to stay sharply focused
on the here and now and to run day-to-day operations with
maximum efficiency and productivity. The other is to ensure that
the right people and processes are concentrating on the future
and developing new  innovations that can sustain profitable
growth over the long haul.”

Sources: Based on McDonald’s [www.mcdonalds.com], May 31, 2012;
L. Burkitt, “McDonald’s Pushes for More Gains in China,” Wall Strect
Journal, February 29, 2012, p. B7; “Food CPI and Expenditures.”
USDA Economic Research Service, [www.ers.usda.gov], February 29,
2012; “Fish MeBites, McDonald’s Newest Snack, Makes It to Select
Stores in Time for Lent.” Huffington Post, [www.huffingtonpost.com],
February 23, 2012; . Strom, “McDonald’s Set to Phase Out Suppliers’
Use of Sow Crates.” New York Times Online, February 13, 2012;
N. Kruse, “Tailoring the Menu to Meet Customers’ Needs," Nation's
Restaurant News, February 6, 2012, p. 8; J. Jargon, “Late-Night Sales
on a Roll For U.S. Fast-Food Outlets.” Wall Street Journal, January 25,
2012, pp. Bl+; “Fast Food Industry Profile: Global.” Datamonitor Plc,
January 2012, pp. 12+ A. Gasparro and M. Wamer, “McDonald’s
Sells, 24/1." Wall Street Journal, December 9, 2011, p. B2; B. Kowit,
“Why McDonald’s Wins in Any Economy.” Fortune, September 5,
2011, pp. 70-78; J. Jargon, “Under Pressure, McDonald’s Adds Apples
to Kids Meals,” Wall Street Journal, July 27, 2011, pp. B1+; S. Strom,
“McDonald’s Trims Its Happy Meal,” New York Times Online, July 26,
2011; A. Schachtel, “McDonald’s New Menu to Focus on Healthy
Options.” [http://wallstcheatsheet.com], July 26, 2011; Press Release,
“Effie Worldwide and Warc Reveal First Global Effectiveness Rankings:
‘The Most Effective Agencies, Advertisers and Brands.” Effie Worldwide,
[www.effie.org], June 23, 2011.
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environmental responsibilities reflect its long-standing com-
mitment to environmental protection. They have developed
innovative programs for recycling, resource conservation, waste
reduction, and now, energy conservation. The company’s mar-
ketplace responsibilities involve working with suppliers and
expert advisers to improve animal handling practices, help-
ing preserving the effectiveness of antibiotics, ensuring the
safety and quality of products and restaurant environments,
and promoting the protection of workers' health, safety, and
human rights. In early 2012, McDonald's announced it would
begin working with its pork suppliers to begin phasing out
“the use of so-called gestational crates, the tiny stalls in which
sows are housed while pregnant.” McDonald's has asked its
five direct suppliers of pork products to provide their plans for
reducing reliance on sow stalls. It will then assess those plans
and announce what plans it might take in response. The com-
pany’s senior vice president for supply chain management said,
“McDonald's believes gestation stalls are not a sustainable pro-
duction system for the future. There are alternatives we think
are better for the welfare of sows.” Finally, McDonalds people
responsibilities, as shown by its workforce management policies
and practices, revolve around integrating diversity in business
operations and planning.

INDUSTRY CHARACTERISTICS

The restaurant industry is an interesting one. It's highly com-
petitive, although there is significant growth potential as an
increasing portion of consumers’ food dollars is being spent on
eating out, both in the United States and globally. According
to industry analysts, the global fast-food market is forecast
to increase by 27.7 percent through 2016. And the U.S
Department of Agriculture reports that consumption of food
away from home accounted for 47.9 percent of total food
expenditures in 2010. With the increase in dual-income fami-
lies, single-parent families, and numerous moderately priced
restaurant choices, dining out is a convenient option. Although
the cacual dinina coctar had heen nrofiting from thic trend the.
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captured the attention of the public. Industry participants have
to take this concern seriously.

Finally, the fast-food industry is coping with other com-
panies trying to slice away pieces of its market, especially the
lucrative breakfast market. According to a fast-food research
firm, 11 percent of business is done at breakfast. That's why
Starbucks, Panera, and Subway have introduced hot breakfast
sandwiches.

WHAT NOW?

McDonald’s golden arches continue to gleam brightly. Amazingly,
the company serves nearly 68 million customers in 119 countries
every single day. Ever since posting that first-ever quarterly loss in
2002, the company has logged 115 months of global compara-
ble consecutive quarterly sales increases (through the end of the
first quarter of 2012). Results for 2011 showed systemwide sales
of $27.5 billion, up 12 percent globally and net income of more
than $4.9 billion, up over 11 percent. However, where does
McDonald’s go from here? Its Plan to Win is driving results and
has played a primary role in the company’s strategic direction.
Now, the strategic imperative is “to be better, not just bigger.”
CEO Skinner stated, “Our customer-centric Plan to Win contin-
ues to drive sustained momentum and is generating broad-based
growth in our business. Our performance confirms that our em-
phasis on improving the McDonald's restaurant experience on
the 5 P's of People, Products, Place, Price, and Promotion is the
right strategy for our customers and McDonald’s. One of our two
separate but equally important goals is to stay sharply focused
on the here and now and to run day-to-day operations with
maximum efficiency and productivity. The other is to ensure that
the right people and processes are concentrating on the future
and developing new innovations that can sustain profitable
growth over the long haul.”

Sources: Based on McDonald’s [www.mcdonalds.com], May 31, 2012;
L. Burkitt, “McDonald’s Pushes for More Gains in China,” Wall Street
Journal, February 29. 2012, p. B7: “Food CPI and Expenditures.”
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APPENDIX

COMPREHENSIVE CASES FOR ANALYSIS 3

In this section, you’ll find three comprehensive cases for analysis. These cases—McDonald’s,
Southwest Airlines, and Ford Motor Company—cover a range of industries and strategic issues
to consider. Although a significant amount of information s provided, you may want to find and
use additional outside information, if your professor allows you to do so. After gathering your
information, use the guidelines outlined in Appendix 1 for doing a comprehensive case analysis,
unless your professor has specific directions for you to follow. I hope you have as much fun

reading and analyzing these cases as I did writing them!

McDonald’s Corporation

The first decade of the twenty-first century was one of ups and
downs for McDonaldss Corporation. In the early part of the
decade, bad and poorly executed strategic decisions and the
untimely consecutive deaths of two competent, experienced,
and passionate CEOs (Jim Cantalupo in April 2004 and Charlie
Bell in January 2005) led to a number of strategic challenges.
The company got through those with its golden arches shining
bright—then the worldwide economic crisis hit. But with the
no-nonsense leadership of the company’s CEO, Jim Skinner,
McDonalds is doing better than ever.

A LOOK BACK

What happened at the world’s number one fast-food company
when things weren't looking so good? For years, McDonald’s
had been at the forefront of the fast-food industry (or as it's also
known, the quick-service restaurant industry). It was the best
known of the fast-food chains and changed the way Americans
ate (issues of healthy eating aside). Millions of teenagers got

Mary Coulter

the brand than liked it. As if the company's own problems
weren't enough of a strategic challenge, the industry also faced
some major issues during this time period. A price war with a
“how-low-can-you-go” approach had taken a toll on all fast-
food restaurants. Savvy, value-seeking consumers recognized
that they could get a really cheap meal by purchasing a full-size
burger or sandwich for a dollar and stopped buying the value
meal deals, which typically required purchasing the more profit-
able fries and soft drink.

What had gone wrong at McDonalds, and how did it
respond? Poorly planned product changes, ineffective marketing
plans, and changing consumer attitudes toward fast food forced
a major restructuring of its U.S. operations in 2001. During this
restructuring, corporate jobs were eliminated and service regions
consolidated. But even those drastic steps didn't lead to desired
performance improvements. So in 2002, additional corporate
jobs were cut, and some 175 underperforming stores closed. The
corporate performance tipping point came at the end of 2002
when the company had its first quarterly profit loss ever. That
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McDonald’s Corporation

The first decade of the twenty-first century was one of ups and
downs for McDonaldss Corporation. In the early part of the
decade, bad and poorly executed strategic decisions and the
untimely consecutive deaths of two competent, experienced,
and passionate CEOs (Jim Cantalupo in April 2004 and Charlie
Bell in January 2005) led to a number of strategic challenges.
The company got through those with its golden arches shining
bright—then the worldwide economic crisis hit. But with the
no-nonsense leadership of the company’s CEO, Jim Skinner,
McDonalds is doing better than ever.

A LOOK BACK

What happened at the world's number one fast-food company
when things weren't looking so good? For years, McDonald’s
had been at the forefront of the fast-food industry (or as it's also
known, the quick-service restaurant industry). It was the best
known of the fast-food chains and changed the way Americans
ate (issues of healthy eating aside). Millions of teenagers got
their first taste of working for a paycheck at a McDonald's res-
taurant. The company prided itself on its consistent product and
restaurant experience. Customers knew what to expect. They
knew they would have the same product quality and restaurant
experience at a McDonald's in downtown Detroit as one in
Birmingham, Alabama, or Birmingham, England. However, the
company’s golden arches had become a little tarnished by 2000.
A brand that was synonymous with fast and friendly service
and consistent product quality had become known more for
slow, surly service and poor product quality. In fact, McDonalds
ranked last in a national survey done in 2001 of nearly 50,000
customers who ate frequently at fast-food chains. As one of the
researchers said, “Most consumers have a pretty low percep-
tion about food at McDonald’s.” In another survey of repeat
customers, many respondents said they ate at McDonald’s sim-
ply because there wasn't a better alternative. That survey also
showed that for the first time in 15 years, more people disliked

Mary Coulter

the brand than liked it. As if the company's own problems
weren't enough of a strategic challenge, the industry also faced
some major issues during this time period. A price war with a
“how-low-can-you-go” approach had taken a toll on all fast-
food restaurants. Savvy, value-seeking consumers recognized
that they could get a really cheap meal by purchasing a full-size
burger or sandwich for a dollar and stopped buying the value
meal deals, which typically required purchasing the more profit-
able fries and soft drink.

What had gone wrong at McDonald’s, and how did it
respond? Poorly planned product changes, ineffective marketing
plans, and changing consumer attitudes toward fast food forced
a major restructuring of its U.S. operations in 2001. During this
restructuring, corporate jobs were eliminated and service regions
consolidated. But even those drastic steps didn't lead to desired
performance improvements. So in 2002, additional corporate
jobs were cut, and some 175 underperforming stores closed. The
corporate performance tipping point came at the end of 2002
when the company had its first quarterly profit loss ever. That
was a huge wake-up call for the company. So by early 2003,
the CEO was out and longtime veteran company employee Jim
Cantalupo was brought in as CEO. He took over a company with
serious problems. However, McDonald's board of directors felt
that Cantalupo’s 30 years of experience in the company as well
as his hands-on, back-to-basics leadership style was exactly what
was needed to fix things and fix them fast.

Cantalupo obsessed over the basics—fast service, hot food,
and clean restaurants. He was known for walking into any of the
chain's stores unannounced, and after looking around, handing
the store manager a scorecard that just happened to be printed
on the back of his business card. And quite often, that score
was frank and critical. He said, “When | see something wrong,
someone’s gonna hear about it.” Cantalupo had a plan for turn-
ing around the company he loved, a plan he dubbed the Plan
to Win. His plan for refocusing and redirecting the company’s
strategies was built on three components.
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The first component was operational excellence. The com-
pany implemented this through a consistent restaurant-specific
review and measurement process, including mystery diners. It
also made changes to increase the speed of service by taking
actions such as better organizing the kitchen, front counter, and
drive-through areas and simplifying the restaurant environment
by eliminating certain sizes and slow-selling items. In addition,
the company reemphasized hospitality, accuracy, and cleanliness
through new employee training and incentive programs.

The second component in the Plan to Win was to retake the
lead in marketing, which McDonald's did by reconnecting with
customers using a more hip and contemporary global marketing
direction. The company chose to use a global brand message
in advertising, packaging, and restaurant experiences, instead
of having different messages for different locations. What it
developed was the popular Justin Timberlake “I'm lovin’ it” cam-
paign (which it still uses). That campaign was more than a global
marketing effort. It reflected an attitude that employees were to
embrace and display as they served customers.

The final component in the Plan to Win was innovation. The
company refocused its efforts on being an innovator. its goal was
to feature a variety of value, premium, and wholesome product
options and to deliver the right products at the right price to
customers.

In addition to its Plan to Win, McDonald's worked hard to
improve individual restaurant profitability by leveraging economies
of scale and by being more efficient. To this end, it expanded the
use of labor-saving equipment and it streamlined processes.

Al these strategic changes had a positive effect on perfor-
mance. The company posted steady sales increases through most
of 2003 and early 2004. Then, tragedy struck. In April 2004, at
a worldwide convention for McDonald’s franchisees in Orlando,
Florida, Cantalupo died unexpectedly of an apparent heart attack.
The company’s board met and quickly named Charlie Bell as CEO.
Bell was Cantalupo’s right-hand man and one of the most forceful
proponents of change at McDonalds. Bell continued the strategic
realignment that he and Cantalupo had started. However, one
month after being named CEO, another tragedy hit. Bell was
diagnosed with cancer and underwent radical surgery. A recur-

Its clear that McDonald's strategic plan with its emphasis on
the key business drivers—people, products, place, price, and
promotion—is the foundation for its future strategic choices.
What are some of the strategies the company, which now has
almost 33,000 outlets worldwide, is pursuing today?

Marketing

McDonald’s has long recognized the importance of promot-
ing its brand and has one of the world's best-known and most
valuable brands. In the 2011 ranking of best global brands by
BusinessWWeek and Interbrand Corporation, it ranked sixth on the
list of the top 100 brands, the position it also held in 2010. In
another global survey of the 100 most valuable brands by mar-
ket research firm Millward Brown, McDonald's was ranked as the
fourth most valuable brand, although it was rated number one
in the fast-food segment. In 2011, the company was honored as
the world's most effective brand by Effie Worldwide

As far as company advertising, one promotional approach
the company used was putting real people on its packaging
The company's chief marketing officer said, “People are really
interested in reality. It's about real people connecting with our
brand." Advertising industry experts say that for companies like
McDonald’s, “packaging has become an increasingly important
opportunity to connect with consumers who may not be spend-
ing as much time watching television commercials.” In today’s
economic environment, however, the company’s promotional
push has focused on value. McDonald’s has relentlessly reminded
consumers about its dollar menu, which has been around for a
number of years. Although the company has been careful “not
to overuse value messaging,” it added the tagline “Now more
than ever” to its ads during the second half of 2008 as the eco-
nomic recession took hold. McDonald's promotional strategies
appear to be hitting the mark, but the company’s marketing
strategies don't just revolve around promoting their brand.

The company always has been and continues to be on the
forefront of product innovations. McDonalds basic product strat-
egy is to “offer relevant menu variety to appeal to a broad range
of customers. It carefully searches the market for new products




