
McDonald’s Corporation 



Case Overview 
 • The case is written from the perspective of McDonald’s CEO Steve 

Easterbrook.  
• Easterbrook assumed office in March 2015, and the case highlights the 

company’s recent and dramatic decline in performance amidst increasing 
competition.  

• In addition, the case details Easterbrook’s strategic initiatives in an 
attempted turnaround of McDonald’s fortunes. 

• With some $25 billion in sales (in 2017) and some 45,000 restaurants 
globally (thereof 27,000 in the U.S.), McDonald’s remains the largest 
quick-service restaurant (QSR) chain.  

• At the same time, McDonald’s has been struggling on several fronts in 
recent years.  

• Attempting to be “everything for everybody,” McDonald’s fell victim to 
being “stuck-in-middle,” without a clear strategic position.  

• With such a large global installed base of restaurants and franchisees, any 
changes coming from McDonald’s headquarters require significant 
leadership, investment, and potential risk. 

• In brief, the company is amid its most serious turnaround situation, and 
needs to define a clear strategic position to deal with competitive 
challenges on several fronts. 
 
 



• The strategic issues that McDonald needs to 
address 



The strategic issues that McDonald 
needs to address 

• Customer- Lower willingness to pay because of 
perception of low quality, less healthy option 

 

• Company- Ability to maintain operational efficiency 
and lower costs while managing broader menu, and 
diverse geographical locations / requirements 

 

• Competition- Competition from low-priced incumbents 
(e.g., Taco Bell), fast casual (e.g., Panera Bread), and 
premium hamburgers (e.g., Shake Shack) 



The core competencies of McDonald 

Core competencies: 
• Allow a firm to differentiate its products and 

services from those of its rivals 
• Are often learned by the organization over many 

decades, often through failures. 
• Are unique strengths that lie deep within the firm  

and find their expression through products and 
services 

• Eventually lose their ability to yield a competitive 
advantage if not nourished and refined 
 



Core competencies (1) 

Consistency Hamburger U, supply chain, branding 

Food and 
Drink 

Product line extension (beyond hamburgers), 
Café, product innovation 

Fast Customized equipment, service kiosks, speed-
related measurement/metrics 

Low-Price 

Globally 

Economies of scale, menu selection, quality vs. 
price trade-offs, Supply chain, standard menu vs. 
local customization 



Core competencies (2) 

 

Resources 

Activities 
Competitive 
advantage 

Core 
Competencies 

Capabilities 



• The business model of McDonald? Also, 
discuss on the various strategies/techniques 
how McDonald earns money? 



The business model of McDonald?? 

• A business model describes how the company puts its 
strategy into action and makes money. 

•   

 



 



• strategies/techniques how McDonald earns 
money 



strategies/techniques how McDonald 
earns money 

• Franchise initiation fees – Fees collected with 
the granting of the franchise 

• Franchise royalties – Fees collected as a 
percent of total store revenues 

• Franchise rent – Rent collected on the land 
and buildings owned by corporation 

• Company sales – Revenues from company 
stores 

 



• Why did McDonald’s choose to franchise? 

• Why does McDonald’s collect royalties from 
revenues instead of profits? 

• Why does McDonald’s own its own real estate 
and buildings? 

• Why does McDonald’s keep company stores? 

 



TASK TWO (750 words; 30 marks) 

• Your task is to analyse McDonald 
Corporation’s external environment and 
prepare: 

• The trends in McDonald’s’ external 
environment that are likely to have the 
greatest impact on the company’s ability to 
sustain a competitive advantage? 

 



The trends in McDonald’s’ external environment that 
are likely to have the greatest impact on the company’s 

ability to sustain a competitive advantage? 
 

 



• Word limit: 2500 words 
 
TASK ONE (1750 words; 60 marks) 
• The strategic issues that McDonald needs to address (20 marks) 
• The core competencies of McDonald (20 marks) 
• The business model of McDonald? Also, discuss on the various 

strategies/techniques how McDonald earns money? (20 marks) 
 
TASK TWO (750 words; 30 marks) 
• The trends in McDonald’s’ external environment that are likely to 

have the greatest impact on the company’s ability to sustain a 
competitive advantage? 
 

• Note: 10 marks are reserved for academic writing (Cohesive 
writing, word count….) 
 



Additional Resources 
 

Articles 
• “McDonald’s is going for healthier fare and greater 

digitisation,” Economist. 
• “McDonald’s ‘Secret Sauce’ for Supply Chain Success”, 

Supply Chain247. 
• “McDonald’s Boosts Its Payout for Franchise Upgrades”, 

Wall Street Journal. 
• “McDonald’s to Switch to Fresh Beef in Quarter 

Pounders”, Wall Street Journal. 
 
Videos  
• McDonald’s CEO on Turnaround Plan, Customer 

Growth, Bloomberg, July 26, 2017 https://www. 
youtube.com/watch?v=xfn-D654m7s (12:27 min). 
 

https://www/

