McDonald’s

Summary:

The case outlines the steps that McDonald’s has taken to improve its recent poor performance. Since its founding in the 1950’s McDonald’s has grown into a global brand that has defined the fast food industry. Over the last decade, however, the company has not responded effectively to changes in the environment. This has resulted in declining sales and profits, failed menu options, and dissatisfied franchisees. James Cantalupo and Charles Bell have implemented a turn-around strategy, but it is uncertain whether this will be sufficient to deal with the problems.

This is best approached as a descriptive case. Put yourself in the role of an industry analyst with the assignment of evaluating McDonald’s strategy. To do this, you first have to identify why their old strategy failed and then determine whether they have the resources and capabilities to implement a new strategy that addresses changes in the external environment. 

Analysis: 

Your analysis should focus primarily on McDonald’s resources as sources of competitive advantage.  It is clear the McDonald’s had a successful strategy that led to nearly forty years of profitable operations and growth. However, this strategy is no longer creating value for the market or competitive advantage. You need to identify the causes of the failure by looking at changes in the environment, McDonald’s responses to those changes, and whether they can re-establish their competitive advantage.  

External analysis: The case doesn’t focus on the external environment and it isn’t necessary to do a full analysis. A description of significant changes in the macro environment and the industry environment that impacted McDonald’s is sufficient. You should locate these changes in a strategic framework to show their significance (i.e., economic environment, cultural environment, etc.). 

Internal Analysis: There are several approaches that could be taken, but generally you need to examine McDonald’s strategy and why it has failed. Your objective is to identify McDonalds basic strategic approach and why this approach is no longer creating competitive advantage. This could be done using some combination of RBV analysis, Abell’s Framework, the four sources of value creation, and the advantages and disadvantages of generic strategies. 

Diagnosis: In answering the ‘So What?’ question you need to show how your analysis helps to explain or understand why McDonald’s has experienced problems. You need to relate the problems identified in the analysis with the actions taken by Cantalupo and Bell. Summarize the problems you identified in your analysis in terms of the mismatch between McDonald’s strategy and changes in the environment, and then show how the turn-around strategy does/not address those problems.

Conclusion: (a descriptive case should have a Conclusion not Implementation) You should discuss whether Cantalupo and Bell’s turn-around strategy is likely to be effective and why. This should be based on whether they have identified the key problem areas, how well they are implementing the strategy, and resistance or problems they may encounter.

