M5 Answers


	Strategy
	Impact on McDonalds

	Subsidiaries 
	· Subsidiaries can be private or public limited companies, or private unlimited companies. An LLP cannot however be a subsidiary of a limited company. You can also set up a subsidiary in a foreign jurisdiction. (Source: https://harperjames.co.uk/article/subsidiaries/). To enter some international markets, McDonalds has to use this strategy as restaurants are seen as independent entities which lowers the risk the risk when entering new markets. 
· Since every international market has its own tax system, subsidiaries have impacted well on McDonalds as national tax rates are paid and not all of the businesses profits. This all depends on type of subsidiary!!! 
· Subsidiaries are easy to set up which makes it a valuable strategy for companies such as McDonalds to use to enter and grow in international markets. 
· As you can see from the list below, McDonalds has over 49 subsidiaries which has its own network meaning that registered subsidiaries work together. 
· The impact of this strategy has been instrumental allowing independent entrepreneurs to start a business whilst allowing McDonalds to still be on indirectly in control. 
· McDonald’s Corporation subsidiaries of the registrant
Name of Subsidiary (State or Country of Incorporation)

· DOMESTIC SUBSIDIARIES (USA)

McDonald’s Deutschland, Inc. (Delaware)

McDonald’s Restaurant Operations Inc. (Delaware)

McG Development Co. (Delaware)

Chipotle Mexican Grill, Inc. (Delaware)

Boston Market Corporation (Delaware)

· FOREIGN SUBSIDIARIES

McDonald’s Franchise GmbH (Austria)

McDonald’s Australia Limited (Australia)

McDonald’s France, S.A. (France)

MDC Inmobiliaria de Mexico S.A. de C.V. (Mexico)

McDonald’s Restaurants Pte., Ltd. (Singapore)

Restaurantes McDonald’s S.A. (Spain)

McKim Company Ltd. (South Korea)

Shin Mac Company Ltd. (South Korea)

McDonald’s Nederland B.V. (Netherlands)

Moscow-McDonald’s (Canada)

McDonald’s Restaurants Limited (United Kingdom)

The names of certain subsidiaries have been omitted as follows:

 

(a)

49 wholly-owned subsidiaries of the Company, each of which operates one or more McDonald’s restaurants within the United States.
McDonald's Corporation subsidiaries of the registrant (sec.gov) 
 

(b)

Additional subsidiaries, including some foreign, other than those mentioned in (a), because considered in the aggregate as a single subsidiary, they would not constitute a significant subsidiary.

 



	Glocalisation 
	· McDonalds begun as a US business that is now a global success that continues to expand. Expanding in international markets has meant that the business needed to ‘glocalise’ to 
· McDonalds has mastered reengineering its menus to cater for international markets. Investing in marketing and research and development has enabled McDonald’s to ‘glocalise’ through identifying each country’s national and local needs. Researching religious, typical diets, customs/ traditions/ culture and trends has helped McDonalds to Glocalise. 
· Technology has been the main driver of glocalisation which has allowed better communication across the business and allowed better access.

· Transportation 

· In some international markets, where there are few McDonalds, the business has not benefited from economies of scale since products are sourced internally (from within the business). In the USA, McDonalds benefits from economies of scale since the same supplier is used across all states in the US. 
· McDonalds has been able to benefit from all of the talent/ skills from international markets that now work in their restaurants 

· McDonaldization is now a term used to refer to the increasing number of fast-food business models in common social institutions. Mcdonald's has been taking measures to meet the interests and cultures of the society they're brand is located. They also consider the demographics of their consumers, like how they dress up during specific dates to facilitate young people and make them enjoy their stay in the restaurant.
(Source: https://studybay.com/blog/globalization-and-impact-of-mcdonalds/)

	Franchising 
	· Franchising has had the biggest impact on McDonalds growth in international markets since 93% of McDonalds are franchised. According to the company, McDonald's provides franchisees with a long-term lease for the location and the owner is then responsible for all equipment, seating, décor, and signage. Franchisees are also responsible for reinvesting capital back into their businesses over time to make improvements and modernize.
(Source) How McDonald's Makes Money: Franchising Fast Food (investopedia.com)
· McDonalds has a well-established Brand (the Golden Arches) which has been a great opportunity for McDonald’s Corporation to use as an opportunity to grow the business. This has helped the business to roll out this strategy.  
· As a result of this strategy, McDonalds owns a lot of its properties. This has helped the business to manage their costs since they receive a % in profit of each franchise.  It owns $28.4 billion worth of buildings and lands across the world! 
· The franchising strategy is not easy to set up, but it has allowed the business to set up immediately and use repetition across international markets when it comes to using a simple menu that meets local/ national needs in each market.  McDonald's Marketing Strategy: How McDonald's makes you love it! (buildd.co)
· The impact of this strategy has allowed customer loyalty from the reputable brand whilst also attracting new customers.
McDonald’s operates a franchise business model, which enables it to minimise its tax bills. That’s because profits get taxed where they’re made. So rather than selling burgers, McDonald’s sells the ideas behind the burgers (branding and intellectual property rights). Ideas are much easier to move than a burger restaurant – they can be moved to wherever they’ll get taxed the least, such as a tax haven. This process is called ‘profit-shifting’.

McDonald’s then sets up subsidiary companies – legally separate entities that it owns – that charge franchises for using McDonald’s packaging, trademarks, and other ‘intangible assets. The royalty payments that McDonald’s can then collect on selling its branding and intellectual property rights are enormous – and all count as ‘expenses’ for the franchisee and national McDonald’s subsidiaries, meaning there’s less tax to pay in the country where the burgers are sold.

(source: https://waronwant.org/news-analysis/secrets-and-fries-mcdonalds-ps295-million-tax-dodge) 


	Licensing 
	· Licenses have provided McDonalds with a competitive edge through allowing customers to engage more with the brand. The licensing agency used by McDonalds (The Joester Group) has had a huge impact on this business – research this more! For example developing the brand through marketing campaigns, following trends in international markets. 

· McDonalds has been able to break into new markets through many of their licenses without having to pay the high fees. McDonalds have been able use different licenses and licensing agencies that have developed their brand internationally. The Joester Loria Group had a huge impact on the business since the agency has a reputation of working with many brands and work closely with McDonalds Global Marketing Team.  Assigning this agency has led to product launches of new menus that have helped to drive sales/ profit and building a relationship with customers. 
McDonald’s Appoints The Joester Loria Group at Its Global Licensing Agency
https://licensinginternational.org/news/mcdonalds-appoints-the-joester-loria-group-at-its-global-licensing-agency/
http://joesterloriagroup.com/#/mcdonalds-home/ -there are many celebrated holidays, festivals, traditions and special days that this agency has been able to use as an opportunity to glocalise and sell more products. The company also works with lots of global partners to remain competitive and retain customer loyalty which is an important element of marketing. 

	Agencies 
	All of the agencies McDonalds have used have been able to help the business achieve its long term goals of increasing international growth.  The specialist knowledge of each country is impossible to achieve without appointing an agency which has helped the business to adapt.  Agencies have provided a professional service that has reinforce McDonalds brand giving the business a competitive advantage. 
Advertising agencies in particular have had a big impact on McDonalds targeting existing and new audiences in each country. 

Agencies have also been appointed to help with recruitment of McDonalds employees – they have the specialist knowledge and speak the language which would be impossible to carry out from the US. McDonalds have had to invest a lot of money on agencies but this is a worthwhile investment in providing key services that the business needs. Fast food is a competitive market and all of the big brands – KFC, Burger King etc… invest a lot of money in agencies as they bring in a lot of profit. See the below
McDonald's changing its media agency for first time in 20 years | Editor and Publisher 
McDonald’s is consolidating responsibility for its estimated $1.6 billion national media buying and planning to Publicis Groupe’s Starcom as part of an effort to streamline its digital marketing strategy. Particular attention is being given to a tighter integration between paid and earned/owned media programs, which aligns with the way more consumers connect with marketing messages, the brand’s representatives told Adweek.


	Outsourcing 
	McDonalds have reduced their risk of hiring staff and instead give a function of the business to a specialised business that can deliver the best results in international markets. This is one of the ways in which the business also Glocalises since they outsource parts of the business that reach local/ national markets that cannot be done in house. 
Outsourcing the supply chain across all international markets has had a huge impact on the business, firstly getting the standard of product in each restaurant as this was the most efficient method to meet demand, make customers happy and improve quality. 
As menus differ in each country, outsourcing as a strategy has meant that McDonalds can continue to grow and enter new markets since they have a supplier that can deliver products/ menus that are suited to each country. The logisistics of supplying all stores is a huge operation (distribution) and  technology has helped. 

Wastage from unsold products across the fast food chain has been an issue alongside the carbon footprint. McDonalds uses suppliers and distributors that can supply demand. 

Regulatory impact on McDonald's ingredients around the world

There are different requirements around the world on labeling, graphics, shelf life, animal welfare, and percent fat, but it rarely has a material impact on any of the core items. We certainly make sure to be within the guidelines and laws in any market where we operate.⁷

Digitalization. A key process improvement for Supply Chain

Digitalization is one of the key strategic pillars for our Global Supply Chain. Five years ago, I sat in a room and we mapped out what we needed to digitalize our supply chain and while we are not done, we have made great progress. An example is the digitalization where we have designed a robust contingency plan with access to all internal and external factors to be more predictive. Prior to that, we used spreadsheets and big binders that we would open once a year. We are now able to determine that in a matter of hours versus a matter of days, and that enables us to be predictive instead of reactive. We are also utilizing other tools such as AI to capture social media data, or the result of supplier's audits to better predict business risk.

https://www.linkedin.com/pulse/leading-global-supply-chain-mcdonalds-george-benaroya 

	Sub-contracting 
	In the UK, McDonalds sub-contracts construction projects on remodelled McDonalds restaurants and also the build of new restaurants is a prime example. Without sub-contracting McDonalds would not be able to open as many new stores each day. The construction company assigned have all of the necessary information to carry out the work that fits with the McDonalds brand. 

The work that sub-contractors carry out for McDonalds play a huge role in franchising in particular since stores would not be able to open a rapid speed without sub-contractors be in in place to carry out the work. 



	Partnerships 
	· McDonalds been able to reach new markets through partnering up with other business to provide products/ services that mutually benefits both businesses. McDonald’s 
· McDonalds and Just-Eat

Just Eat Takeaway.com and McDonald’s announce long-term global strategic partnership to drive delivery growth (mcdonalds.com)
Delivery is a significant component of McDonald’s Accelerating the Arches growth strategy to drive the business forward while providing a fast, easy experience for customers. Since the launch of McDelivery five years ago, McDonald’s delivery footprint has grown from 3,000 restaurants to more than 33,000 restaurants across 100 countries through partnerships with both local and global platforms. As the world’s largest restaurant company, McDonald’s offers partners unique advantages, including an iconic brand, unmatched proximity to customers around the world, demand throughout the day, operational excellence, leading customer acquisition and world-class marketing expertise. (Source: link above) 

· McDonalds and Coca-Cola Partnership

https://sodapopcraft.com/does-coca-cola-own-mcdonalds/#:~:text=Coca%2DCola%20Co.,through%20an%20advanced%20filtration%20system.

	Joint Ventures 
	With McDonalds operating in numerous international markets, Joint Venture’s have been instrumental in McDonalds adapting to different cultural differences. 
JV has helped McDonalds long term planning of growing its market share through using varied resources and lowering risks since they are working jointly with another company. Most international businesses use this strategy since there are so many barriers and challenges in each country, a JV can be a profitable strategy to use. Accessing local knolwdge has been a beneficial impact for McDonalds.



	Business Resources
	

	Capital costs 
	Mention depreciation – some of the assets owned by the fast food chain would depreciate such as ………….
Some assets would become obsolete …. Such as ………..

The latest capital expenditure for McDonalds is (shown table/ graph) and explain it! You will find this from McDonalds corporation. 

McDonalds have invested a lot of money into technology (self-kiosks, apps etc…)

McDonald's Technology Investments Are Helping to Drive Sales | The Motley Fool
McDonalds have managed their capital costs well – make reference to what the corporation owns in $$$$
This resource is integral for international growth of the business so that McDonalds can capitalise on its brand and continue to increase its sales/ revenue/ profit. 

Before McDonalds enters any market, they will use this resource as a financial investment such as researching markets they are currently not in and want to break in. McDonalds will also want to open more restaurants in the markets they are currently in so that their rivals (KFC/ Burger King etc…) don’t fill in that gap. 

For McDonalds to glocalise, this resource would need to be used since this strategy requires McDonalds fitting into a new market  through reengineered menus, adapting to local/national cultures/ religions and planning ahead. If McDonalds is to succeed, this resource is integral for several strategies – please use some examples. 

McDonalds follow trends but is also up against different economies worldwide which makes international growth a challenge

Research what McDonalds future plans are and how this is going to build the fats food chain …..

The Franchising strategy is one McDonalds biggest revenue streams since franchisees pay McDonalds Corporation a % in profit. The franchisees have to pay for the start-up costs taking that burden away from the business. Likewise, subsidiary businesses have helped McDonalds to rapidly grow and decrease costs. When McDonalds receives profits, retained profit is used to increase growth through new and existing markets. How many stores does McDonalds plan on opening in the future? How much is McDonalds investing in growing the business?

The data suggest that McDonalds is using this resource effectively to not only implement different strategies but also lowering their costs. 

Covid had a huge impact on the business………
International suppliers have increase their fees for raw materials and as the business continues to grow, their costs will increase. 

It is important to manage capital costs since this resource plays such an important role in business growth and paying shareholder dividends. 

	Revenue Costs
	The operating costs for McDonalds include….

McDonalds corporate has been impacted by the rise in raw materials, fuel costs and technology. 

How much have costs risen by?

The business is able to cover their costs well through their revenue streams and whilst they have high operating costs – make reference to statistics 
McDonalds have to ensure they manage their cash flow – this is because……

Cash flow would impact on the business growing and entering new markets by…

McDonalds successfully manages their revenue costs as the data shows……

Revenue costs have decreased year on year but some years, there has been an increase – 2022 – look at data and include this in your assignment. Shareholders in McDonalds corporation would not be happy with this since…… 

The business is always trying to lower costs as finding cheaper suppliers. 

	Expertise and Intellectual capital 
	McDonalds has an established international status thanks to the power of branding and their strapline ‘I’m loving it’. McDonalds staff are experts in their field which has proven to a valuable resource for the international business. 
US exmaple - https://www.attainix.com/ICTrackerDetail.aspx?stockcode=MCDONALDS.US 

Strategies such as agencies, outsourcing and sub-contracting has supported McDonalds through providing functions such as marketing, HR, technology etc… to other companies that reach local/national markets that cannot be done in house (within McDonalds).  

Franchising has only been made possible by expert staff and resources that are in place to help franchisees open McDonalds franchising internationally – explore this in more detail. 
What is the actual value (find a table/ graph) to show the intellectual capital of McDonalds. Find this and write about it in your assignment. 
This resource has been one of the main drivers of McDonalds achieving the success as they have a rigid recruitment and selection process which means they hire the best staff in the specific field. This has in turn lead to McDonalds adding more value to intellectual capital. The training provided by the business – use online research as examples has helped the business to allow staff to progress into different parts of the business working from the ground up. 

Is there anything that McDonalds could do to improve this resource? The biggest challenge McDonalds faces is recruiting and training in international markets where the skills and education levels are different to the US. 

McDonalds has increased the amount of technology invested in it’s stores through many different ways. This could significantly change this resource as there is a shift more into tech. The corporation is currently undergoing a digital transformation which is a huge cost, take a lot of time and is set to replace a lot of existing jobs in the business. 

https://www.hl.co.uk/shares/share-research/202201/mcdonalds-profit-growth-driven-by-international-markets 

 

	Training costs for local labour
	This resource works alongside intellectual capital. Hamburger university was a established to grow McDonalds in international markets maintaining McDonalds standards across the globe. 
Which country other than the US has been recognised for training staff in McDonalds – research this and write about it in your assignment. 

Some international businesses decide to relocate staff in international markets i.e. work in the New York or London office. But there are some barriers to entry in international markets as well as the cost of paying for staff. Hiring staff domestically (within the country of the McDonalds restraint/ head office) has made the business more productive and helped increase profit. 
A lot of research goes into recruitment, selection and training in each international markets since laws are different in each country, wages/ salary and incentives. Language and cultural differences have been the biggest obstacles faced with this recourse but McDonalds have used different strategies such as outsourcing, agencies, sub-contracting and glocalisation to help break into or grow in international markets. Find examples of specific countries to make this point. For instance in India, China. Singapore tec….

Hiring local workers in international markets is not only the best way to sell but it provides for each economy through job creation. 

Explain the employee education programme McDonalds 

https://corporate.mcdonalds.com/corpmcd/our-purpose-and-impact/jobs-inclusion-and-empowerment/talent-and-benefits.html 

Use examples of benefits employee receive:

Canada
In Canada, all employees have access to public healthcare funded by employer health tax. Additionally, we offer healthcare and retirement benefits as well as paid time off and parental leave to Corporate Staff and Company-owned restaurant employees working more than a certain number of hours.

France
In France, all employees are automatically enrolled in retirement benefits, provided for by law. Additionally, we offer healthcare benefits, paid time off and parental leave to Corporate Staff and Company-owned restaurant employees, as provided by law or by Company agreements.

It is fair to say that without this resource been planned well, with lots of research into each international market through the head office, it would not be used efficiently. Everything that is in place by the business from recruitment, training and benefits all demonstrate the impact this resource has had on strategies such as franchising and subsidiaries. Explain how and why?  
https://www.hrmagazine.co.uk/content/news/mcdonalds-employs-advertising-agency-to-enhance-its-employer-brand 
This resource comes at a cost, hiring the best staff requires a lot of financial planning especially in international markets where currencies are different and also wages/ salary. This has also been very beneficial for McDonalds as they have profited from paying lower costs is some markets more than others. 

https://www.hrmagazine.co.uk/content/features/mcdonald-s-chief-people-officer-valuing-your-talent-will-want-input-from-businesses-of-all-sizes


	Organisational Structure


	The hierarchal structure used by the business is the only structure that would enable the amount of staff, at different levels in sperate divisions to make the business run. Use a graph from the internet to show how the structure works and explain it – do not just copy it into your work!!!!!

Each of the strategies used by McDonalds requires this structure in place in order to get work completed at different levels all contributing to company success. The main headquarters are based out in the USA – Chicago since this is where the company started and there are other head office that are structure by divisions in international markets. In each head office, you will find corporate affairs, business strategy, customer service, development, financed and payroll, marketing, legal, food innovation, supply change, technology as the basic divisions. Communication happens in the US and this is then communicated to all head offices in international markets. 
As a result of a tall structure, decisions are decentralised as the scale of the company is too big in size to have centralised decision making. Strategies such as franchising and subsidiaries use a centralized approach since the businesses run in international markets and decisions are made locally/ nationally. Franchises and subsidiaries need to take into account external factors that is different in the region on the country such as culture, religion etc… which would have a huge impact on decisions be made centrally and not from the head office. 

Since the structure is tall, communication with McDonalds Corporation can be slow as there are so may layers of management and a lot or pressure placed on managers as they are accountable for their teams.

This resources is used well because…………………  

In January, the company announced it was launching “Accelerating the Arches 2.0”, the latest phase of its long-term plan to bolster the strength of its marketing, core products and delivery, and today unveiled details of the latest phase, “Accelerating the organisation”.

“The second newer element of our strategy is fundamentally rethinking how we as a company can work better together to become faster, more innovative, and more efficient,” Kempczinski stated.

There are three elements to this plan, the first is implementing horizontal working to remove silos in the organisation, the second is adopting “one McDonald’s way” to standardise working practices and make problem-solving more efficient, and the third is strategic investments to digitise the organisation.
McDonald’s: Our brand strength is closely linked to the health of the business (marketingweek.com) 



