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Summary of Findings 

 Initial feedback on new initiatives from McDonald’s Corp. (MCD) 

shows the beginning of positive changes and the potential for 

more, but all 15 sources agree it is too early to assess. Suppliers 

and industry specialists in particular expect the full effect of the 

changes will not be felt for 18 to 24 months.  

 Franchisees and store personnel point to positive developments 

from these changes, including two-lane drive-thrus, which have had 

the most immediate effect. 

 The introduction of all-day breakfast is popular, and sources say it 

is off to a good start. The timing of the rollout is unfortunate given 

the avian influenza-induced egg shortage, which has cut egg 

production by 10% to 12% and doubled prices in the last month. 

One source questions the effect on lunch and dinner operations. 

 The simplified menu has helped reduce the number of items to 

prep and has sped up decision-making for the customer. However, 

the rotating menu boards have confused customers as they are not 

well thought-out. Also, having two different menus for inside the 

store and at the drive-thru was criticized.  

 Three store sources in the New York metro area said premium 

products like the sirloin burger are well-received, noting improved 

taste and higher profits. The mid-level menu was selling well with a 

better cost structure and simpler, less expensive ingredients. 

 Sources commenting on the customizable burger and kiosks said it 

is just getting off the ground and will take time. 

 The three franchisees said they welcome corporate’s involvement 

in managing franchises as they have nothing to hide and are 

pleased to see underperforming locations dealt with. Other sources 

claim relationships continue to be strained, and the push for 

franchisees to increase employee wages is another divisive move. 

 Sources agree the move to regional management is a good one as 

it enables streamlined operations, menus and audience targeting.  

 The biggest challenge facing McDonald’s is the need to attract 

Millennials. McDonald’s is losing this group to competitors offering 

fresh, new concepts (Panera Bread Co./PNRA, Chipotle Mexican 

Grill, Inc./CMG); to those that have innovated the quick-serve 

burger concept (Shake Shack Inc./SHAK, Five Guys Enterprises 

LLC); and to competitors that have returned to basics with 

improved operations (Burger King/Restaurant Brands International 

Inc./QSR, Wendy’s Co./WEN). 

Research Question: 

Will recent operational changes lead to a turnaround for McDonald’s in the United 

States in the next 12 months? 

Silo Summaries 

1) McDonald’s franchisees 
All 3 sources said the new initiatives are being 

positively received, even if it is too early to fully judge. 

The all-day breakfast is off to a good start, and the two-

lanes and reduced menu have increased the speed of 

service in the drive-thru. Sources welcome corporate 

visits and do not appear to have strained relationships 

with MCD management. These franchisees appreciate 

the attempts to clean up the poor performers, and even 

praised management’s role in running the business and 

taking care of franchisees. These sources support the 

regional management approach, including area-specific 

products, though it will take time to see the benefits. 

 

2) McDonald’s suppliers 
Both expressed confidence that a turnaround can and 

will happen, but acknowledged the sizable hole MCD 

has dug itself. Both sources have heard positive 

comments about management changes, including 

support for the new CEO. Industrywide, chicken 

deliveries and chicken servings are down and a chicken 

producer said industry trade data indicates MCD is 

ordering less. MCD needs to focus on quality, premium, 

organic, and new items to attract Millennials, but also 

cater to its core customer—a tall task with somewhat 

conflicting objectives. 

 

3) McDonald’s store personnel 
All 7 sources said at least one element of the new 

initiatives or menu changes has been a positive for 

their store. The custom burger feature is just getting off 

the ground and is too early to assess. Competition is 

strong and sources said the new developments at their 

stores were designed to keep customers from 

defecting, as well as to attract new customers—namely 

the Millennials—which to this point have not shown an 

interest in MCD. 

 

4) Industry Specialists 
All 3 sources said the effects of the strategic changes 

instituted by MCD will not be material for at least 18 

months. Two sources are underwhelmed by these 

changes, saying the menu is still too complicated and 

needs more of an overhaul and a return to basics. 

Franchisee relations with corporate are in need of 

repair, and sources question whether this can or will 

happen in the near term as pressure mounts on 

franchisees to raise employee wages to match 

corporate’s recent increase. MCD’s greatest hurdle is 

courting the Millennials that have so far been 

uninterested.  

 

 

mailto:rj@blueshiftideas.com
http://www.mcdonalds.com/us/en/home.html
https://www.panerabread.com/en-us/home.html
https://www.chipotle.com/
https://www.chipotle.com/
https://www.shakeshack.com/
http://www.fiveguys.com/home2014/index_us.html
http://www.fiveguys.com/home2014/index_us.html
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Background 

The last three years have not been kind to McDonald’s or its shareholders. Same store sales across the United States fell 10 

of the last 12 months, and U.S. sales were down 2.2% in May. After its most recent quarter, McDonald’s announced it will no 

longer report monthly comps. 

 

Consumers’ tastes have begun shifting to fast-casual chains like Panera and Chipotle. In response, traditional fast-food 

chains Burger King, Jack in the Box Inc. (JACK) and Wendy’s have begun to revitalize their businesses and have done so faster 

than McDonald’s has. The recent sirloin burger menu addition is apparently not a game-changer, with recent reviewers 

reporting an underwhelming experience with the sandwich. A Dallas publication grilled McDonald’s for its stale and overly 

cautious ad campaign calling it “tired” and “risk-averse.” Debt-laden franchisees reportedly are “demoralized, frustrated, and 

distrusting” of McDonald’s corporate and its plans. 

 

McDonald’s is launching its turnaround strategies and recently chose former White House Press Secretary Robert Gibbs to 

help rebrand it as a “modern progressive burger company,” using its “unique surround sound of positivity.” Adding all-day 

breakfast in select markets, mini meals and new menu items are a few updates McDonald’s has implemented. The dollar 

menu is now the “Lovin’ Value Menu” on its simplified drive-thru menus. At corporate, McDonald’s plans to sell 3,500 

company-owned restaurants to franchisees and to reorganize its market structure by state-of-growth versus geography, e.g., 

established markets, high growth markets.  

 

Current Research 
In this next study, Blueshift Research assessed whether McDonald’s recent operational changes can lead to a turnaround for 

the company in the United States in the next 12 months. We employed our pattern mining approach to establish five 

independent silos, comprising 15 primary sources (including four repeat sources from previous quick serve restaurant and 

food-related reports) and nine relevant secondary sources focused on McDonald’s company-wide initiatives and changes, its 

recent changes to management affecting franchisees, and its competition:  

1) McDonald’s franchisees (3) 

2) McDonald’s suppliers (2) 

3) McDonald’s store personnel (7) 

4) Industry specialists (3) 

5) Secondary sources (9) 

 

 

Next Steps 

 

Effect of New 

Initiatives on 

McDonald’s 

Franchisee-

Management 

Relationships 

McDonald’s vs. 

Competition 

McDonald’s Franchisees 
   

McDonald’s Suppliers 
   

McDonald’s Store 

Personnel  
N/A 

 

Industry Specialists 
   

http://www.slate.com/blogs/moneybox/2015/06/08/mcdonald_s_same_store_sales_fall_in_may_the_misery_watch_continues.html
http://nrn.com/corporate-news/mcdonald-s-us-sales-fall-again-may
http://siouxcityjournal.com/weekender/food/mcdonald-sirloin-burger-mcmasterpiece-or-mcmeh/article_f8babd9a-4019-5deb-a006-6366ca9f656e.html?mode=comments
http://www.dallasobserver.com/restaurants/dear-hamburglar-the-new-mcdonalds-hamburgers-are-terrible-7240886
http://www.wsj.com/articles/discontent-simmers-among-mcdonalds-franchisees-1433272884
http://www.wsj.com/articles/discontent-simmers-among-mcdonalds-franchisees-1433272884
http://www.bainbridgereview.com/opinion/307037721.html
http://www.chicagobusiness.com/article/20150527/NEWS07/150529853/mcdonald-s-ceo-talks-toasting-and-searing
http://www.chicagobusiness.com/article/20150527/NEWS07/150529853/mcdonald-s-ceo-talks-toasting-and-searing
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Blueshift Research’s next report on McDonald’s will be released in the fall as a quarterly update to determine the progress of 

these new initiatives. We will follow up on the all-day breakfast roll-out, the effect of menu changes, speed of delivery, and the 

introduction of kiosks and customizable ordering. We will continue to pursue insight into the franchisee-corporate 

relationship, and the effect of wage increases at the franchise level, while checking in on the effect of the regional 

management structure. We’ll also look to add a customer survey. 

 

Silos 

 

1) McDonald’s Franchisees 
All three sources said the new initiatives are being positively received, even if it is too early to fully judge them all. The three 

sources were guarded in their comments given concerns about McDonald’s company policy. The all-day breakfast is off to a 

good start, and the two-lanes and reduced menu have increased the speed of service in the drive-thru. One source 

acknowledged that it will take time for the concept of building a custom burger to catch on with customers. Sources welcome 

corporate visits and do not appear to have strained relationships with McDonald’s management. These franchisees 

appreciate the attempts to clean up the poor performers, and even praised management’s role in running the business and 

taking care of franchisees. One source, a single-store owner, is aware of the push to get smaller owners to sell to larger ones, 

but he has no plans to do so, even if it is more challenging to upgrade his store because of less available funds. These 

sources support the regional management approach, including area-specific products, though one source again said it will 

take time to see the benefits of these changes. Competition appears to be regionally based, and one source said many of the 

changes were aimed at getting the attention of Millennials.  

 

 

Key Silo Findings 
McDonald’s initiatives/changes 

- 3 of 3 are pleased with the changes and initiatives. 

o 1 said all-day breakfast has gotten off to a good start, representing 25% of sales before the shift. 

o 1 said customizing burgers just starting and will take time. 

o 1 said higher quality products like premium beef, chicken, and salads are popular. 

 He’s unconcerned about the egg shortage. 

- 2 said drive-thru positively affected by two lanes and reduced menu officering—both of which speed up service. 

- 1 said changes are aimed at Millennials. 

Company relationships with franchisees 

- 3 said they welcome corporate visits and have nothing to hide. 

o Feel it improves operations and are happy to clean out the poor performers. 

- 2 outwardly praised corporate management, how it takes care of franchisees, and runs a tight ship. 

o None mentioned anything about strained relationships with corporate. 

- 1 said it is more challenging owning a single store, especially in terms of spending for improvements. 

o Also acknowledged hearing about push to get small owners to sell to larger franchisees, but he’s not 

interested or concerned. 

Regional structure  

- 1 said shift to regional management will benefit corporate, as managers will have less individuals to deal with. Large 

franchisees tend to keep all their stores running the same, making it even easier for corporate to manage. 

o Also supports regionally-focused products. 

- 1 has a good relationship with his corporate manager. 

o Acknowledges management/structural changes will take time for full effect. 

- 1 gets his monthly visit, performs well, and moves on. 

Competition  

- Competition for these 3 varies by region. 

- Franchisee in the South faces more competition from Chick-Fil-A, Inc. and Jimmy John’s Franchise, LLC, not Chipotle 

or Panera. 

http://www.chick-fil-a.com/
https://www.jimmyjohns.com/
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- Franchisee in the Midwest faces competition from more traditional outlets like Burger King, Arby’s, Sonic and 

Popeye’s. 

- Franchisee in the Southwest is in a college town and said there is room for everyone. 

 

 

1) Owner and general manager of 25 franchises in the South 

This source is very positive about the changes initiated by McDonald’s. Typically, cars are lined up at the drive-thru at 6 

am for breakfast, which is a very popular meal and accounts for 25% of their sales. People enjoy having a breakfast 

option all day long. The reduced menu will help speed up drive-thru transactions, and a few of this source’s stores now 

offer Wi-Fi and new seating. This franchisee welcomes visits from McDonald’s corporate because it ensures that each 

store operates optimally. Many of the restaurants are owned by large franchise management groups that care about their 

business, and the large companies make it easier for corporate to connect with the owners and operators. This source’s 

stores now offer a grilled chicken option that competes directly with Chick-Fil-A, as well as Asian salads that compete with 

those of Jimmy John’s. Chipotle and Panera Bread are not considered direct competitors. 

McDonald’s initiatives/changes 

 “I’m very positive about the new initiatives. You will have to go to someone else to hear anything different.” 

 “Breakfast accounts for 25% of our sales. It is very popular here. We have cars lined up at the drive-thru at 6 am.” 

 “We started the all-day breakfast here, and people no longer need to rush to come in. Now it has rolled out across 

the country. People like breakfast all day long.” 

 “The reduced menu should or does make it easier for customers to pick their food and help move the drive-in lines.” 

 “We are putting some digital signs in some of our stores.” 

Company relationships with franchisees 

 “We welcome corporate visits.” 

 “Each store has to be run properly. You know the saying, The rotten apple 

spoils the barrel.” 

 “McDonald’s has always done right by their franchises. They want the 

company to do well, and they have always been ahead of the game as far as 

anticipating what would work next.” 

 “The company offers very solid training for the franchise employees. Also 

they do all the advertising.” 

Regional structure  

 “Many franchises own numerous stores, 10, 20 stores. The large franchises 

make it easier for regional managers to connect with one set of owners 

rather than a number of individual owners. The large franchises are very 

committed.” 

 “McDonald’s has always had new products that target specific regions on 

the country. You’ll find one product in one state, but not another. They try to 

target different tastes.”  

Competition  

 “Chick-Fil-A has popped up around here, and it is a competitor. But our 

chicken is fresh, our eggs are fresh. No antibiotics. In April we started 

offering fresh grilled chicken that has been very popular.” 

 “The Asian salads are offered at a number of locations. We have them here, 

and they should do well. They would match salads at Jimmy John’s and any 

of the fine restaurants. But here they are fresh, less expensive, quick.” 

 “I don’t see us as competing with Chipotle, which is mostly Mexican, and Panera, which is a bakery and offers soups 

and sandwiches. It is mostly a sit-in place; they don’t offer fast food.”  

 “Our customers are commenting on our freshened look. We have some new counters, new seats. A few stores now 

have Wi-Fi.” 

 

 

I’m very positive about the new 

initiatives. Breakfast accounts 

for 25% of our sales. It is very 

popular here. We have cars 

lined up at the drive-thru at 6 

am. We welcome corporate 

visits. Each store has to be run 

properly. McDonald’s has 

always done right by their 

franchises. 

Owner and general manager of 25 

franchises 

South, USA 
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2) Owner and operator of over 50 stores in the Midwest 

The new initiatives rolled out by McDonald’s will take time to bear fruit, and this source said it is too early to tell how the 

changes will be received. McDonald’s runs a tight ship, and corporate management knows what it is doing. This source is 

pleased with his corporate manager. He is trying to cater to Millennials by offering Wi-Fi, faster drive-thru service and 

custom burgers, while using social media to reach out to the community. He believes McDonald’s offers better choices, 

faster service, and better fries than any of its competitors do. 

McDonald’s initiatives/changes 

 “We’re just starting new custom burgers in some locations. Too early to tell.” 

 “Changes are being made to bring in the next generation. We cater to social media.”  

 “Free Wi-Fi caters to the younger set. We are looking at the Millennials.” 

 “We have a number of double [lane] drive-ins; makes things faster.” 

 “We are adding all-day breakfasts and remodels to some stores.” 

 “McDonald’s caters to regions. They have cheddar melt in Wisconsin for 

football season.”  

Company relationships with franchisees 

 “McDonald’s runs a nice, tight ship. They know what they are doing.” 

 “Grade-away. We have nothing to fear.” 

Regional structure  

 “McDonald’s is in charge of advertising, and our ads are well-done.” 

 “Our area corporate manager is great.” 

 “It will take time to initiate new changes.”  

Competition  

 “Competitors: Burger King, Popeye’s, Arby’s, Dairy Queen, Sonic.” 

 “We are faster, better choices, better fries. People love our fries.” 

 

 

3) Owner of 1 franchise in the Southwest 

McDonald’s is very popular in college towns, where the students want fast, cheap food. The new menu items including 

premium beef, salads and chicken, are popular. Customers like the convenience of the McDonald’s Arch Card for quick 

drive-thrus and cashless transactions to get iced teas, coffees, and lemonades on hot days. This source is not concerned 

about the egg shortage or higher pricing. McDonald’s corporate would prefer that the individually-owned restaurants 

become part of a larger franchisee group, which would make them easier to manage. While corporate will cover some 

upgrade costs, owners are often responsible for their own upgrades, which is difficult to do when you are a single owner. 

They have a lot of varied competition in the town, but he is confident they will do well. 

McDonald’s initiatives/changes 

 “We have premium beef now, and the kids like that. New salads are popular. Our chicken is good, not like the old 

McNuggets.” 

 “It’s hot here, right? Real hot. We have good iced tea, iced coffee, iced lemonades. People load up a McDonald’s 

Arch Card for whatever amount they want. No, it’s not new. If you are driving around town and thirsty, just pull up in a 

drive-thru, order your drink, hand them your card. No cash. Quick, easy. It’s very popular around here. You can also 

use it for food, but a lot of folks use it for cool drinks. And ice cream.” 

 “Don’t you worry about the all-day breakfasts and the egg shortage. That’s our problem—and it actually isn’t a 

problem at all. Just folks causing a stir. So there are fewer eggs and each one costs a quarter more. That won’t break 

anyone’s bank. McDonald’s supplies their own eggs. They have their own farm, so it’s all good.” 

 “Most of the McDonald’s around here have Wi-Fi. Got to for the college kids. Doesn’t cost us much, yet keeps them 

around longer, especially when we have air conditioning, and it is hot outside.” 

Company relationships with franchisees 

 “Sure, corporate would prefer that the single owners sell-out to the large franchises. It makes easier management for 

them, right? I heard that they give some people a hard time, you know? Try to close them down. I just keep clean, 

that’s all. Keep doing my bit and running a nice place. They don’t have anything on me.” 

McDonald’s runs a nice, tight 

ship. They know what they are 

doing. Grade-away. We have 

nothing to fear. It will take time 

to initiate new changes. 

Owner and operator of over 50 stores 

Midwest, USA 

http://www.mcdonalds.com/us/en/services/arch_card.html
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 “Corporate will chip in for some upgrades, but the owners have to shell out, too. That’s harder when you are by 

yourself [not in a larger franchisee group]. I heard of someone paying $10 million out of pocket for their upgrades. 

Must have been something. I may do some small upgrades, nothing fancy. College kids don’t want fancy, anyways.” 

Regional structure  

 “There are a lot of McDonald’s restaurants in this town. But it’s a college town, and there’s a lot of activity. Each of 

the locations does pretty well. … Single stores can make more than $1 million a year.”  

 “Corporate comes around every month or so. Checks things out. We pass. End of story.”  

Competition  

 “We have lots of Chick-Fil-As here in town. Wendy’s, Burger King, Taco Bell, Arby’s. That’s what college towns are 

about, right? Cheap fast food. Everyone always moving, don’t have much money. An Arby’s recently closed, but I’m 

not worried. There’s a lot of traffic and room for everyone.” 

 

 

 

2) McDonald’s Suppliers 
Two sources said McDonald’s will not see any meaningful effects from its turnaround attempt for 18 to 24 months, as the 

initiatives will take time to produce results. Both expressed confidence that a turnaround can and will happen, but they 

acknowledged the sizable hole McDonald’s has dug for itself. All-day breakfast is a good idea, since this is a popular offering, 

but the timing of the egg shortage is unfortunate, as egg production is down 10% to 12% and prices have doubled in the last 

month. Both sources have heard positive comments about management changes, including support for the new CEO, and 

they believe closing underperforming stores is an important, and overdue, step. These sources differ on their view of 

franchisee relationships with corporate, with one saying they are strained due to poor sales, while the other has heard less 

tension of late, which could be taken as a good sign. Regional focus will help streamline operations and menus, and regional 

advertisements will better target audiences. Industrywide, chicken deliveries and chicken servings are down and a chicken 

producer said industry trade data indicates McDonald’s is ordering less. Competition is taking advantage of McDonald’s 

struggle to attract Millennials: Shake Shack and Five Guys have surged ahead, and Burger King and Wendy’s have succeeded 

with a return to basics. The challenge now for McDonald’s is to focus on quality, premium products, organic, fresh and new 

items to attract Millennials, but to continue catering to its core customer—a tall task with somewhat conflicting objectives.  

 

 

Key Silo Findings 
McDonald’s initiatives/changes 

- 2 of 2 said it will take 18 to 24 months for turnaround efforts to truly take hold. 

- Neither has seen signs of progress yet, saying it is too early. 

- Both are confident positive change will result from these changes. 

- Both said McDonald’s needs to improve speed of service. 

- 1 said all-day breakfast is a good idea and will succeed, but egg shortage timing is unfortunate as egg production is 

down 10% to 12% and prices doubled in the last month.  

o Industry trade data indicates McDonald’s is ordering less chicken. 

o Having a different menu inside at the counter and in the drive-thru is a bad idea. 

- 1 said quality has improved, particularly flavor and temperature. 

o Also said succeeding with a premium product is important as it allows for higher prices, much needed after 

race to the bottom didn’t work. 

Company relationships with franchisees 

- Both said closing underperforming stores is a good idea, and overdue. 

- 1 said relationships with franchisees is still strained, mostly because of poor sales numbers. 

o Also has heard positive comments about the new CEO. 

- 1 has not heard as much tension between corporate and franchisees, seen as possible sign of improved relations. 

o Also said management changes are viewed favorably. 

Regional structure  

- 1 said regional focus will help streamline operations and menus, and regional advertisements will better target 

audiences.  

Competition  
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- Both said McDonald’s is struggling to connect with Millennials and has a long way to go to get them in their stores. 

- Competition is getting stronger, especially those that appeal to Millennials, like Shake Shack and Five Guys. 

- Burger King and Wendy’s have also taken share with a focus on getting back to basics, while McDonald’s has 

stagnated on innovation. 

- McDonald’s needs to focus on quality, premium products, organic, fresh, and new items to attract Millennials, but to 

continue catering to its core customer—a tall task with somewhat conflicting objectives. 

 

 

1) Sales executive for a U.S. chicken producer supplying QSR and retail; repeat source 

New initiatives will not affect McDonald’s sales this year and it will likely take two years for corporate to improve and 

turnaround its problems. Although all-day breakfast is seen as a positive for McDonald’s, it’s success will depend on the 

ability to purchase eggs, which have been hit hard lately by Avian Influenza, resulting in a 10% to 12% drop in egg 

production and a doubling in egg prices, all in the last four weeks. The source called the egg crisis devastating for the 

industry and unfortunate timing for McDonald’s new all-day breakfast offering. 

Franchisee relations are strained, and McDonald’s continues to lose customers 

to competitors, most notably Chick-Fil-A, Burger King, Wendy’s and Five Guys. 

McDonald’s initiatives/changes 

 “McDonald’s will not be able to turn things around by the end of the year. It 

takes a long time to right a ship. I’m doubtful you’ll see any impact on the 

numbers by the end of 2015.”  

 “I’ve seen no signs of a McDonald’s comeback. We just saw the latest trade 

report and every report we’ve seen is negative on McDonald’s. All of their 

same-store sales numbers are down.” 

 “It will take at least two years to retool, re-concept and revive improved 

operations. I have heard the new CEO is good, though.” 

 “We think the all-day breakfast is a good idea. It’s a popular and proven 

item. We think it can sell. My understanding is that it’s doing well in San 

Diego and Nashville, and they are expanding the all-day breakfast I think in 

Mississippi.” 

 “Breakfast will be successful as long as they can get the eggs. There is a 

real problem right now and egg production is down 10% to 12% in the last 

few weeks. Prices are double what they were because of the egg and bird 

influenza. The impact is huge and it’s hit 10% of the egg supply. They have 

euthanized 35 million egg-laying chickens. This will impact the egg supply 

for the next 24 months because the populations can’t recovery that quickly. 

They have lost huge egg populations in Michigan, Minnesota and Iowa. It’s 

devastating.” 

 “The egg shortage is unfortunate timing for McDonald’s. Others have had to 

reduce breakfast hours. Whataburger [Restaurants LLC] was serving 

breakfast from 6 a.m. to 11 p.m. and they had to cut it back to 11 a.m. to 

11 p.m. I have not heard what McDonald’s plans to do but there are issues 

across the board and anyone who uses eggs will have a problem. And eggs 

are used for everything from breakfast meals to batter and dip for fried 

chicken.” 

 “Because of the shortage, a lot of eggs are being imported from England and the hope is that the import supply can 

fill the gap.” 

 “The problem is probably a little better for McDonald’s than those using liquid eggs. The liquid egg supply has dried 

up which is a problem for school districts and hospital food service.” 

 “I don’t know how it will affect menu pricing but we have seen egg prices double in the last month from $1.49 a 

dozen to $2.48 a dozen in most parts of the county.” 

 “I can’t speak to the reduced menu. Having different menus for in-store and drive-thru is not a good idea but maybe 

they will make it work. We’ll see.” 

McDonald’s will not be able to 

turn things around by the end 

of the year. It takes a long time 

to right a ship. I’m doubtful 

you’ll see any impact on the 

numbers by the end of 2015. 

We just saw the latest trade 

report and every report we’ve 

seen is negative on 

McDonald’s. All of their same-

store sales numbers are down. 

We think the all-day breakfast 

is a good idea. It’s a popular 

and proven item. We think it 

can sell. My understanding is 

that it’s doing well in San Diego 

and Nashville. 

Sales executive for a U.S. chicken 

producer supplying QSR and retail 

http://whataburger.com/
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 “The main thing McDonald’s needs to focus on is speed, accuracy and 

making great food. If they improve the speed and make the operation more 

functional, the initiatives should help. I have not heard or seen any signs yet 

of whether that is happening.” 

 “We also know that chicken deliveries and chicken servings are down. I 

don’t know what McDonald’s is doing with McNuggets but it is a loss leader 

item. Burger King has extended the 10 nuggets for $1.49 and you have to 

assume they are selling it at a loss. You can’t buy the chicken for that price 

but a loss leader is designed to stimulate other more profitable sales so 

obviously they think extending the program is worth it.” 

 “McDonald’s is ordering less chicken. They are the largest chicken driver in 

the business. They sell more chicken than anyone else. I think their orders 

are down because their traffic is down relative to everyone else. I would 

estimate their traffic is down by at least 6% to 8% this year.” 

Company relationships with franchisees 

 “Franchisee relations are strained. I don’t know if they are broken but there 

are tensions. It goes with the territory. If your sales are down, then 

franchisee relations tend to be strained.” 

 “Closing the underperforming franchisees is a good idea because they can 

never help with the bottom line. It is generally known that if you close stores, 

you do not necessarily lose sales.” 

Regional structure  

 N/A 

Competition  

 “McDonald’s is still good but sometimes good isn’t good enough. They are 

competing against Popeye’s and Chick-Fil-A and Five Guys, and they have 

improved the experience for consumers. There is no one person picking off 

McDonald’s customers. It’s a lot of people. McDonald’s just isn’t very 

innovative.” 

 “Chick-Fil-A is hurting McDonald’s. Burger King is hurting them and Wendy’s 

is hurting them. And all of the Five Guys can’t be helping. It’s the fastest 

growing burger chain in the U.S. All of these new concepts are attacking 

them. There must be eight to 10 newcomers hurting them.” 

 “They are not getting the Millennial traffic, and groups that are not driving 

Millennial traffic are hurting. McDonald’s must figure out what to do about the Millennials.” 

 “I’m sure they are at the drawing board to figure out how to deal with the competition. They also have got to figure 

out the 2 p.m. to 5 p.m. time zone, along with the 4 p.m. to 7 p.m. time zone because that is when the Millennials go 

for food and they are driving the business. I don’t think McDonald’s has figured either problem out yet.” 

 

 

2) National accounts manager of food supplier to QSRs; repeat source 

Operational changes will lead to a turnaround for McDonald’s, but in 18 months rather than 12. Food quality appears to 

be improving and premium products are an important piece to a turnaround if McDonald’s hopes to weather the 

competition. Wendy’s and Burger King stand as immediate competitive threats, along with an array of newcomers, and all 

have taken market share from McDonald’s. Capturing the Millennial market is essential to success, but that piece 

remains elusive with younger consumers favoring newer concepts that focus on fresh, prepared food. 

Breakfast will be successful as 

long as they can get the eggs. 

There is a real problem right 

now and egg production is 

down 10% to 12% in the last 

few weeks. Prices are double 

what they were. McDonald’s is 

ordering less chicken. I think 

their orders are down because 

their traffic is down relative to 

everyone else. I would estimate 

their traffic is down by at least 

6% to 8% this year. They are 

not getting the Millennial 

traffic, and groups that are not 

driving Millennial traffic are 

hurting. McDonald’s must 

figure out what to do about the 

Millennials. 

Sales executive for a U.S. chicken 

producer supplying QSR and retail 
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McDonald’s initiatives/changes 

 “It will take 12 months just to get the new programs implemented and in 

place before there are signs of recovery or improvement. I believe it will be 

18 months before we see meaningful signs of a turnaround but I feel 

strongly things will improve.” 

 “Overall, I certainly think the food quality has improved. I think they will be 

back strong in 18 months or so.” 

 “I have not seen any direct or anecdotal evidence to suggest the initiatives 

are driving traffic. It is too soon to see an impact, and, in most cases, they 

have not fully implemented or even launched new programs.” 

 “I have seen improvements in food quality with regard to flavors and 

temperature. That is based on personal experience not after one visit but 

after four to five visits and it’s based on basic products like burgers and 

french fries. The point is: when they are on things it’s good, fast and fresh 

and when they aren’t sales slide.” 

 “Ultimately the premium products are important and prices have to go up. 

That is the competitive piece they have been missing. And once the 

economy improves and wages go up, people will be more willing to pay for 

premium products.” 

 “McDonald’s is such a monster that making external changes [menus, new 

products, advertisements] are far less important than making internal 

structural and operational changes. They have to clean up their act 

internally.” 

Company relationships with franchisees 

 “They made some recent management changes and they have been viewed 

favorably.” 

 “Whatever changes they make to close stores that are not up to par is a 

good move and positive. The stores they are closing should have been 

closed a long time ago.” 

 “I have not heard anything lately about franchisee tensions whereas I did 

before. That indicates that things may be progressing.”  

Regional structure  

 “I have no numbers, but in general, becoming more focused at the regional 

and unit level, looking at a smaller area versus a bigger area typically can 

help streamline operations and menus.” 

 “Advertising more at the local level to a targeted audience also typically 

helps. I don’t know if the approach is working. It is too soon to tell. In some 

cases they have not even started to implement certain structural changes. 

But whatever they were doing before was not working.” 

Competition  

 “Burger King and Wendy’s have improved by going back to basics and they 

are pressuring McDonald’s and that is even before we get to competitors 

like Shake Shack, Sonic, or Five Guys, who run circles around all of them.” 

 “Burger King and Wendy’s have had recent improvements and success 

because they simplified menus and operations. They are chipping away at 

McDonald’s market share along with other guys that are chipping away. I do 

think McDonald’s has lost market share these last few years. But it is rare to 

see all of the big QSR chains healthy at the same time.” 

 “Many people think of McDonald’s as an iconic brand. Many grew up with it 

but now they are mature and they have more refined tastes and money. 

Some will still go back to McDonald’s, but McDonald’s has to provide them 

meals that meet their new expectations.” 

 “The biggest challenge is the Millennials. The Millennials are really down on 

places like McDonald’s. Organic, fresh food is more important to them along with atmosphere. They can’t convert the 

They made some recent 

management changes and they 

have been viewed favorably. 

Whatever changes they make 

to close stores that are not up 

to par is a good move and 

positive. The stores they are 

closing should have been 

closed a long time ago. Burger 

King and Wendy’s have 

improved by going back to 

basics and they are pressuring 

McDonald’s and that is even 

before we get to competitors 

like Shake Shack, Sonic, or Five 

Guys, who run circles around 

all of them. The biggest 

challenge is the Millennials. 

The Millennials are really down 

on places like McDonald’s. 

Organic, fresh food is more 

important to them along with 

atmosphere. They can’t convert 

the younger consumers unless 

they add quality premium 

products but they need to keep 

a balance of quality to retain 

core customers. It requires 

simplicity in the menu, keeping 

core foods and introducing new 

foods, which all seem to be in 

conflict. 

National accounts manager of food 

supplier to QSRs 
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younger consumers unless they add quality premium products but they 

need to keep a balance of quality to retain core customers. It requires 

simplicity in the menu, keeping core foods and introducing new foods, 

which all seem to be in conflict.” 

 “Even with all of the bad press, McDonald’s is still relatively positive in 

sales compared to Burger King and Wendy’s. Burger King and Wendy’s 

would love to have McDonald’s profits and sales. Yes, growth has slowed 

and same store sales are down but they still are the big kid on the block.” 

 

 

 

 

 

 

 

 

 

 

 

 

 

3) McDonald’s Store Personnel 
All seven sources said at least one element of the new initiatives or menu changes has been a positive for their store. The 

addition of a second drive-thru lane has been the biggest boost for stores, as it speeds up service and reduces wait times. 

Sources in the New York metro area said the new premium sirloin burger is well-received, shows improved quality, taste and 

flavor, does not require longer prep time and provides the best profit among menu items. The new mid-level menu items are 

popular and selling well. The new menu and rotating menu boards are causing confusion inside the store and at the drive-

thru, and there is criticism that the menu initiative is not as well though-out as it should be. The custom burger feature is just 

getting off the ground and is too early to assess. Sales are up 10% year to year for one source. Sales are up about 4% from 

January for another source, while one said sales were up 10% after the completion of a six-month remodel. None attributed 

the increase directly to the new initiatives and menu changes. Other sources said sales were even or up slightly, but also 

alluded to other stores in their region that were seeing performance slip. Competition is strong and sources said the new 

developments at their stores were designed to keep customers from defecting, as well as to attract new customers—namely 

the Millennials—which to this point have not shown an interest in McDonald’s. 

 

 

Key Silo Findings 
McDonald’s initiatives/changes 

- 7 of 7 sources could find at least one thing from the new initiatives or menu changes to point to as a positive 

development for their store. 

- 4 said the two-lane drive-thrus have boosted speed of delivery, reduced wait time, and remain busy. 

o 1 Southern California source said the drive-thru accounts for 40% of their business.  

- 3 sources in the New York metro area said the sirloin burger is popular, with better flavor, good feedback from the 

extra searing, and best profit, too. 

o 1 source in Missouri said it was only getting average reviews. 

- 3 sources said the new menu and rotating board is confusing for some customers inside and in the drive-thru, and is 

not as simple or well thought-out as it should be.  

- 1 said the reduced menu was not leading to shorter prep time, but that the more mid-level and premium items were 

not adding to prep time either. 

- 1 said the new menu items were simpler to prepare and saved on costs as bacon, mayo, and other ingredients were 

not as highly emphasized. 

- 2 sources said the mid-level food items were a focus, were popular, and were selling very well. 

- 2 sources said the custom burger feature is just getting off the ground and is too early to assess. 

It will take 12 months just to 

get the new programs 

implemented and in place 

before there are signs of 

recovery or improvement. I 

believe it will be 18 months 

before we see meaningful signs 

of a turnaround but I feel 

strongly things will improve. 

Overall, I certainly think the 

food quality has improved.  

National accounts manager of food 

supplier to QSRs 
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- 1 source said sales were up 10% year to year. 

- 1 said sales were up about 4% from January, while another said sales were up 10% after the completion of a six-

month remodel. 

- Others said sales were even or up slightly. 

Company relationships with franchisees 

- N/A 

Regional structure  

- N/A 

Competition  

- 3 said competition is strong, and that their stores’ initiatives were aimed at keeping customers and attracting new 

ones. 

o 2 sources added that the casual, café experience with a fresh approach to the menu was one way to do 

this. 

o 1 said Panera is a threat, while Wendy’s has fallen off. 

- 1 said the McDonald’s brand is changing as the menu and ingredients have changed in the last two years 

o Added that McDonald’s is not attracting Millennials. 

 

 

1) Regional manager of five McDonald’s franchises in Southern California  

The new TasteCrafted menu options and other upgrades to the interior, coupled with a remodeled drive-thru to include an 

additional lane, have helped increase sales for this store after a long lull due to 

the construction. Sales are now up about 10% from where they were about six 

months ago due the return of customers after construction that slowed business 

dramatically in late 2014. This store offers around 10 fewer items than it did six 

weeks ago, but customers still can order items that aren’t on the menu, such as 

the Big Mac, which is on a ‘buy two for $5’ promotion right now. The Sirloin 

burger is not in high demand. People are slowly catching on to the build-your-own 

burger concept, but at this store, it’s all done at the counter, not at a special 

kiosk. There are no issues with grill changes here because breakfast is not 

served all day at this time. This source said that is an idea that is still being 

considered for his five stores. 

McDonald’s initiatives/changes 

 “People are responding positively, especially with the remodel. We were 

closed for several months last year because of the construction. Now, with 

two lanes for the drive thru and the new café décor, we are very busy.” 

 “I would say a sales increase of 10% from January is close. Sales are good. 

We have a lot of customers who come for the same thing every day, which is 

breakfast. Classic breakfast sandwiches are the best-sellers in this store, 

but we do a busy day for the lunch and dinner items.” 

 “I haven’t had any complaints about customers being confused by the new 

menu, but the build-your-own burger is still new. So they are little by little 

getting used to how it works.” 

 “We don’t sell breakfast all day so there is no concern about the grill or line 

system. Right now, there is a seamless switch from breakfast to lunch and 

nothing is expected to change that.” 

 “Breakfast sandwiches have had the egg white options for a couple of years, 

so there’s nothing new there.” 

 “Strawberry lemonade is selling well. McFlurries are also popular.”  

 “We see a lot of coupons from the Internet. You can get promotions for 

things that we don’t advertise for in the store.”  

People are responding 

positively, especially with the 

remodel. We were closed for 

several months last year 

because of the construction. 

Now, with two lanes for the 

drive thru and the new café 

décor, we are very busy. I would 

say a sales increase of 10% 

from January is close. Sales are 

good. We have a lot of 

customers who come for the 

same thing every day, which is 

breakfast. Classic breakfast 

sandwiches are the best-sellers 

in this store. 

Regional manager of five McDonald’s 

franchises 

Southern California, USA 
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 “You can also still order the classic sandwich items, like the Big Mac and the double cheeseburger. Those haven’t 

gone away. We just don’t push promotions for them on the signage.” 

 “The most popular of the new TasteCrafted burgers is the crispy chicken with salsa and avocado.” 

 “Overall, the construction has had the biggest impact, especially with the drive-thru. It’s a double lane now, so it’s 

constantly busy, particularly at about 7 a.m. on up until about 8:30 or 9 a.m., and then again between 3:30 and 7 

p.m.”  

Company relationships with franchisees 

 “I can’t comment on the corporate changes or plans for franchises.”  

 “I don’t know about grading systems or franchise sales. Maybe that’s happening and they just haven’t told me yet. 

I’m only a manager, I’m not an owner.” 

Regional structure  

 “I don’t have any knowledge of any changes to regional franchise sales models or store closures.” 

Competition  

 “Wendy’s used to be considered a top competitor, but we don’t think that’s the case right now. I think Panera and 

other fast-casual restaurants have been a threat, but with our new café culture and [décor], we think we are gaining 

share there, especially with people who want to work a little on the computer or spend more time here.” 

 “The customer who comes to McDonald’s already knows they love it. That’s not really a joke. It’s a true piece of the 

puzzle. But, we don’t pretend to be the only game in town. We also know we had to upgrade and offer a fresh 

approach to the menu in order to keep customers.” 

 

Observations: There is heavy signage at this store for the new TasteCrafted menu. The drive-thru was busy at 10:30 a.m. on a 

Thursday, with approximately 10 cars in each of the two lanes. Inside, there are two flat screen TVs with McDonald’s TV rolling 

the news and headlines. A kids’ station has two low-tables with large touch screen monitors showcasing games; other tables 

light up when touched so kids can play games with the dots of lights, like tic-tac-toe, etc. No obvious ordering of the new items 

as this was breakfast and it looked like folks were mostly eating the classic sandwiches and hash browns. 

 

 

2) Manager of a corporate-owned store in Missouri 

This McDonald’s recently scaled its menu back to 11 value meals instead of 16, which helps customers decide what they 

want more quickly. The move seems to have been received positively and has not hurt business. 

McDonald’s initiatives/changes 

 “We used to have 16 value meals and now we have 11. We had a lot of 

different burgers before. The effect has been that people decide faster what 

they want because there is less to choose from. It speeds up service for 

everyone and doesn’t appear to have hurt sales.” 

 “This is an older McDonald’s and we don’t have the modern new menu 

boards. We only have changed them when menu items change.” 

 “Our drive-through menus have also been reduced, and again that has sped 

up service and not hurt sales.” 

 “Our main premium product is the third-pound sirloin burger. It is only doing 

so-so.” 

 “The blended iced teas and smoothies are doing well, especially in the hot 

weather.” 

 “I was not at this location a year ago so I am not sure how it compares to 

that time. Business varies a lot by location and competition. I hear it has 

improved at some places.” 

 “The breakfast menu has not changed.” 

Company relationships with franchisees 

 “I am not familiar with franchisee relationships.” 

 “We are not graded on performance here.” 

Regional structure  

 “I am not aware of the move to a regional structure and a shortened timeline for product development.”  

We used to have 16 value 

meals and now we have 11. We 

had a lot of different burgers 

before. The effect has been 

that people decide faster what 

they want because there is less 

to choose from. It speeds up 

service for everyone and 

doesn’t appear to have hurt 

sales. 

Manager of a corporate-owned store 

Missouri, USA 
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Competition  

 “We are running more coupons now to help us compete. They are going in the mail. People use them a lot so they 

must be helping us compete. We also had a promotion where if you bought one sandwich the second one was free.” 

 “Competition is getting stronger at this location. We have places such as Runza [National Inc.] and Chick-Fil-A that 

have come in recent years.” 

 

Observations: This is a retro McDonald’s with large arches flanking the building that go to the ground. Inside, it has a 1950s 

décor. The menu boards are outdated. There is strong competition from surrounding restaurants. Four customers came in to 

order over a 10-minute period on a Thursday at lunch time and each ordered a non-premium hamburger meal. 

 

 

3) Assistant manager at a McDonald’s in Southern California 

The store introduced its new TasteCrafted menu one week ago, but has not yet installed kiosks. Custom burger orders 

are placed at the counter, and thus far the response has been mediocre. This source suggested that the menu signage is 

confusing customers, particularly elderly ones, because it rolls too quickly and customers complain they can’t read it 

clearly before it switches on them. The menu has been reduced to about a dozen items from 25, including wraps and 

salads. Drive-thru signage seems to be working and sales for the drive-thru are up. This source said drive-thru sales 

constitute about 40% of overall store sales. Overall, sales are up by about 4% from the beginning of the year. Breakfast is 

the most popular and busiest time of the day in this store. 

McDonald’s initiatives/changes 

 “It’s only been one week since we changed our menu and, so far, it seems 

to be doing OK.” 

 “The one thing about the menu boards is that people are complaining that 

they roll too quickly and they don’t have time to read before it changes.” 

 “We added an extra drive-thru lane about six months ago so that’s really 

impacted business. Drive-thru sales are about 40% of our store sales.” 

 “I’d say sales are up by about 4% since January overall.” 

 “People like the artisan buns the best of the three options and, although 

they can add the sirloin burger to their order, most people are just ordering 

regular patties.”  

 “Customers aren’t quite sure about customizing yet. It’s new. They are still 

so used to seeing the options on the menu and picking from those options. 

The idea that they can pick and choose toppings and breads and patties is 

still something they are getting used to.” 

 “I don’t have any info on when we’ll get the kiosks in the store, but I know 

they are talking about it.” 

 “The remodel of the store itself has been a big plus. We have a very different 

space now than before. People come in and they stay for a while, they work 

on computers and they hang out with friends.” 

Company relationships with franchisees 

 “The only thing I have discussed with our store manager here is that our 

store is doing very well in the regional group.” 

 “I’m not familiar with any changes with corporate about gradings.” 

Regional structure  

 N/A 

Competition  

 “Promotions are always a part of our sales. We have the Minions now for the kids’ toys. Coupons for smoothies and 

other sandwich specials are popular.” 

 “The closest burger chain to us is about a mile away, so we don’t get much competition directly from a Wendy’s or a 

Burger King. If anything, we get competition from Panda Express and Jim’s Burgers [a regional hamburger chain] but 

one of the things that keeps us apart from those guys is that we do breakfast and lunch and dinner, and they don’t.” 

We added an extra drive-thru 

lane about six months ago so 

that’s really impacted business. 

Drive-thru sales are about 40% 

of our store sales. Customers 

aren’t quite sure about 

customizing yet. It’s new. They 

are still so used to seeing the 

options on the menu and 

picking from those options. The 

idea that they can pick and 

choose toppings and breads 

and patties is still something 

they are getting used to. 

Assistant manager at a McDonald’s 
Southern California, USA 

https://www.runza.com/
http://www.jimsburgerslb.com/
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 “Our brand is changing. The look and feel of the menu and the food ingredients themselves are different than the 

McDonald’s of five years or even two years ago, but it’s also so recognizable and trusted that the changes are 

positive.” 

 “People are responding well to the idea of having a casual café experience over a fast-food on-the-run experience.” 

 

Observations: Although there is signage for the new TasteCrafted menu at the door, you can walk right by it. There is a small 

counter-top sign that explains the three bun and various topping options for the custom burgers, so folks don’t see it right 

away. Possibly the biggest shift here is not the food, but the fact that McDonald’s is now a “hang out” option to Starbucks and 

other coffee shops: there is free Wi-Fi, smaller, cubby style tables where one woman was working on a laptop on a Wednesday 

morning. There are club chairs and retro lighting fixtures and, unless you see the McDonald’s logo on a food wrapper or a bag, 

you wouldn’t think you were in a fast-food store. Lines were busy for breakfast, and some customers did seem confused by 

the signage as they ordered. 

 

 

4) Manager at a McDonald’s in Missouri 

Business has slightly improved at this McDonald’s compared to a year ago, but that may be partly due its new building, 

which opened in January to replace an outdated structure. Premium items are well-received, but it is unclear if the 

reduced menu has been a boost to business. 

McDonald’s initiatives/changes 

 “We cut five items off the regular menu. I haven’t noticed any difference in whether it has improved sales.” 

 “The new menu boards have rotating items that sometimes confuse people. For instance the cold drink selection 

switches to hot drinks. They need somehow to put them all together at once.” 

 “Our menu for drive-thru has changed. We have re-arranged things. The prices used to be on the right hand side and 

now they are on the left. The items are also more spread out.” 

 “At some stores, there is a problem on the new drive-thru menu. They can’t 

find the french fries. That is what I have heard and seen.” 

 “We have two drive-thru lanes since the rebuilding, instead of one. That 

speeds up service but if someone goes in there by accident they have to 

wait in line to get out.” 

 “I don’t know of any food prep changes here.” 

 “Business seems to be a little better than before the menu changes. The 

new building may be part of that. Our numbers so far this month [July] are 

up from a year ago.” 

 “Sales at this new store have been hurt by no longer having a Redbox movie 

dispenser as we did at the previous store. A lot of people came in for that 

and also bought food. Now they just leave if they don’t see the Redbox. I 

don’t know if this has changed at all the McDonald’s stores.” 

 “On the premium menu, they put all the chicken products together, such as 

the premium McWrap. We have had the premium third-pound burger but 

they have taken it off right now. Sometimes they do that in a phase-out period. All the premiums seem to do pretty 

well.” 

 “We have not made any breakfast menu changes for a long time. It still does well.” 

Company relationships with franchisees 

 “The owner does a performance review at all the stores. If the franchise operator does well enough he can get 

another store.” 

 “It probably helps to do this if we stay in tune with McDonald’s [corporate]. But it doesn’t usually change the 

operation of the store to have these reviews.” 

Regional structure  

 “I don’t know anything about the regional structure or shorter product development timelines.” 

Competition  

 “We have a lot of competition right around us—Burger King, Taco Bell, Wendy’s. I think we are holding our own. 

Wendy’s used to serve breakfast and they quit.” 

Business seems to be a little 

better than before the menu 

changes. The new building may 

be part of that. Our numbers so 

far this month [July] are up 

from a year ago. 

Manager at a McDonald’s 
Southern California, USA 
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 “Our summer value item is the double cheeseburger and fries for $2.50. As long as customers know what they want, 

it is working. They need to know about it.” 

 “We also have always had the mini-meals, chicken or burger and small drink for $2.99 but people don’t know about 

it. It is not on the board.” 

 “I am not sure if the public opinion of the brand has changed since the new menus and other changes.” 

 

Observations: This McDonald’s replaced an outdated building that was completely renovated in January. It has modern menu 

boards, two drive-thru lanes and a lot of attractive landscaping. There are no special kiosks. Only a few tables were occupied 

on this Thursday evening visit, but typically this location is busy, especially for lunch with many places of business nearby. 

 

 

5) Manager at a McDonald’s in New Jersey 

Sales are very good and up from last year, perhaps as much as 10%. The new summer mid-value menu is very popular, 

but customers have been frustrated by the loss of some of their usual menu choices. Customers generally comment 

favorably on the taste of the sirloin burger. There have been no efficiency benefits in prep time from the simplified menu, 

nor costs from the sirloin benefit. 

McDonald’s initiatives/changes 

 “The summer value menu has been very popular. Lots of people have been 

ordering it. The Filet-O-Fish has been the most popular item.” 

 “Customers like the taste [of the sirloin burger] and it has been very popular. 

Searing longer makes the burgers juicer, which customers comment on. 

They also like the spice, and say it has more flavor.” 

 “Prep time for the sirloin burger does not take longer.”  

 “Customers are disappointed when they can’t get menu items they have 

before, especially the snack wraps. They can’t get the sauces they are used 

to. But they usually still order something.” 

 “The simplified menu does not reduce prep time.” 

 “Sales are up from last year, about 10%.” 

Company relationships with franchisees 

 N/A 

Regional structure  

 N/A 

Competition  

 N/A 

 

Observations: This is a small neighborhood McDonald’s without a drive-thru. There were two small seating areas, with a group 

of four women eating at a table and an elderly man reading a paper in the front window. It was clean and very neat. They had 

the new menus up in the window, and a dessert menu on a screen to the right. Business was lively on a mid-afternoon 

Monday. 

 

 

6) Manager at a McDonald’s in New York 

Store sales are about the same as a year ago. Sales seem to be a major concern for this manager, who is very focused on 

strategies for increasing revenue. Menu changes have improved efficiency and ease of food preparation as well as cut 

costs. They have, however, also caused customer confusion about the removal of familiar products. Though the Summer 

Lovin’ (mid-value) menu was advertised on billboards in town and with a few posters on the windows, the menu itself was 

not yet posted inside the store. The sirloin burger has had a decent reception. 

McDonald’s initiatives/changes 

Customers like the taste [of the 

sirloin burger] and it has been 

very popular. Searing longer 

makes the burgers juicer, 

which customers comment on. 

They also like the spice, and 

say it has more flavor. Prep 

time for the sirloin burger does 

not take longer. 

Manager at a McDonald’s 

New Jersey, USA 
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 “Items on the new menu are much simpler to prepare. For the Artisan Chicken, for example, you have only the 

sandwich, lettuce, tomato and vinegar dressing. It is significantly faster, so there’s a better experience for the 

customer.” 

 “We save on costs with the simplified menu. Bacon, mayo and [some] other 

ingredients on the old menu are expensive.” 

 “The menu changes have only taken place since last month. It’s too soon to 

know how they are doing.” 

 “The manager has not put up the [mid-range/Summer Break] menu yet. She 

will do it today.” 

 “Customers like [the mid-range] menu, because it’s a full meal for not very 

much money.” 

 “We don’t make as much money from the new value menu. I have my staff 

ask customers if they want add-ons, like a drink. That’s an extra dollar, and 

every dollar counts.” 

 “The smoothies and Oreo frappe are our seasonal items. The Oreo frappe 

has been very popular among our customers.” 

 “The sirloin burger is the best, because we make the most [profit] from it. It has a good taste that customers like.” 

Company relationships with franchisees 

 N/A 

Regional structure  

 N/A 

Competition  

 N/A 

 

Observations: This McDonald’s has a PlayPlace and drive-thru. The dining area had perhaps a dozen customers late morning 

on a Tuesday, and two cashiers worked the registers while three to four customers waited. The desserts and frozen drinks 

menu was displayed on a computer screen, and the simplified menu was above the counter. The mid-value/Summer Lovin’ 

menu was not yet posted in the store. The drive-thru had a few cars waiting, but they seemed to be moving through without 

much delay. No one was using the PlayPlace. 

 

 

7) Manager at a McDonald’s in New Jersey 

Sales have held steady at this store over the last year, which he believes compares favorably to other stores in the area. 

The mid-value items, his major focus, are selling well, but the menu changes overall have confused customers. He thinks 

the sirloin burger is a good product, but only for people willing to spend more. He feels he is losing customers with 

smaller budgets who consistency purchased off the dollar menu. 

McDonald’s initiatives/changes 

 “Sales have picked up a bit overall. I wouldn’t say that they have either increased or decreased significantly, 

however. Other stores are having a lot of trouble, so we are doing well by comparison.” 

 “The biggest focus for my market is the mid-value items. They are selling very well.” 

 “My customers liked the dollar menu. We’ve lost some of them because those items are no longer available.” 

 “Customers are sometimes confused about the [menu] changes. They’re looking for a particular item and find that 

it’s gone.” 

 “The [menu] reductions don’t really cut down time for preparation.” 

 “Customers like the taste and quality of the new sirloin burger. Our goal is to improve the taste and perception of the 

quality.” 

 “The sirloin burger is a very good new product. The third-pound size is appealing. Those who want the best burger will 

choose that, or sometimes customers coming at the beginning of the month when they’ve just been paid.” 

Company relationships with franchisees 

 N/A 

Regional structure  

 N/A 

We save on costs with the 

simplified menu. Bacon, mayo 

and [some] other ingredients 

on the old menu are expensive. 

Manager at a McDonald’s 

New York, USA 
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Competition  

 N/A 

 

Observations: This is a busy urban storefront just across from a major transit hub. There is no drive-through, and it’s 

franchise-owned. I arrived around 10:30 a.m. and found that it was quite busy, with perhaps two dozen customers in the 

store, and it filled up a good deal more as I spoke with the manager. Lines were not long and the staff seemed quite efficient. 

The manager told me that he’s been working at McDonald’s stores for eight years, and at this location for two years. 

 

 

 

4) Industry Specialists 
All three industry specialists said the effects of the strategic changes instituted by McDonald’s will not be material for at least 

18 months, simply because a turnaround for a company this size will take time. Sources also do not expect to see any 

material results in 2015 from these new initiatives. One source sees the new menu as McDonald’s attempt to test higher 

prices, shifting away from the value menu. But two others are underwhelmed by these changes, saying the menu is still too 

complicated and needs more of an overhaul and a return to basics. All-day breakfast is a good idea, as it’s a popular offering, 

but it could lead to operational challenges with the grill that could slow service. Franchisee relations with corporate are in 

need of repair, and sources question whether this can or will happen in the near term as pressure mounts on franchisees to 

raise employee wages to match corporate’s recent increase. Two sources support the move to a regional management 

structure. McDonald’s greatest big picture hurdle is courting the Millennials that have so far been uninterested. Sources 

question where new customers will come from, as Millennials have never patronized McDonald’s and are choosing its 

competitors instead, including Panera and Chipotle, as well as Shake Shack and Five Guys.  

 

 

Key Silo Findings 
McDonald’s initiatives/changes 

- 3 of 3 sources said McDonald’s new initiatives will not lead to a material turnaround for at least 18 months, and 

there will not be much visible improvement in 2015. 

- 1 said the new menu was a shift to testing higher prices, taking the focus off the value menu. 

- 2 were underwhelmed by the changes to the menu, saying it is still too complicated and needs more of an overhaul, 

including a return to basics. 

o 1 said having a different menu for inside and at the drive-thru was a bad idea.  

- 1 applauded the all-day breakfast idea, though he is concerned about the additional usage of the grill during lunch 

and dinner slowing overall production. 

- 1 is unsure if the all-day breakfast idea will work and does not sound optimistic about the possibilities. 

- 1 wonders where new customers will come from, and is not a supporter of McDonald’s strategy. 

Company relationships with franchisees 

- 1 has heard that franchisee-corporate relations are as bad as ever, as franchisees are upset about investing in new 

ideas and seeing margins shrink. 

- 1 said the relationship needs obvious fixing, and is concerned that corporate raising employee wages and urging 

franchisees to do the same will be further divisive. 

- 1 said the new CEO is smart and supports the closing of stores, while acknowledging the franchisees need to follow 

suit and raise wages, too. 

Regional structure  

- 2 sources said the move to a regional management structure makes sense. 

o 1 said it’s too early to tell the effect of such a structure change. 

Competition  

- 3 said McDonald’s is not succeeding in attracting Millennials, but competitors like Jack in the Box, Panera, Chipotle, 

Shake Shack, and Five Guys are. So are Wawa, Inc., Sheetz, Inc., and Dunkin’ Brands Group Inc. (DNKN). 

o 1 said Millennials grew up choosing alternatives to McDonald’s because they were told it was bad by 

parents and teachers. 

- McDonald’s is no longer cool. 

https://www.wawa.com/
https://www.sheetz.com/
http://www.dunkindonuts.com/dunkindonuts/en.html
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- McDonald’s needs to get on the same level as Millennials with how they purchase and pay for products—hence the 

move to kiosks and mobile payment options.  

 

 

1) University professor focused on chain restaurant brand management and corporate organization 

New operational initiatives have the potential to turn McDonald’s around, but it is more likely to take 18 months. He said 

the two for $3 menu is an effort to test pricing rather than drive traffic. The kiosk concept is not about cutting labor costs, 

but is a way to compete with new concepts and to entice the Millennial consumer who has a different approach to 

purchasing and payment. McDonald’s is more worried about Dunkin Donuts, 7-Eleven Inc. and hybrid regional players 

that are expanding, than they are about Burger King or Wendy’s. The biggest systemic change stems from CEO Steve 

Easterbrook, who is developing innovative regional changes domestically and globally that redefine consumer demand 

based on consumer characteristics versus location. Closing U.S. shops makes sense, but most significant is the effort to 

elevate McDonald’s from a multinational to a transnational corporation. 

McDonald’s initiatives/changes 

 “It is never realistic to think a turnaround can be achieved in six or 12 months. Give them time. If you don’t start to 

see signs of results in 12 months and then some improvements in 18 months, then the strategies might be in 

question. But I think the things they are doing should work. Give it 18 months.” 

 “I would not bet against McDonald’s. But you have to realize it will be a different company. Yes, there have been 

glitches in the last 10 to 15 years. It will not turn around overnight.”  

 “They have the best locations, operators and suppliers, and the best distribution system in the world. There is loyalty 

from a strong base. They regularly focus on statistical analysis and new product development.” 

 “It’s not so much a reduced menu but a menu shift. They are doing some 

things but to an outsider it might look like they are doing nothing. In the 

Northeast they have the Lobster roll for $7.99, but that is a regular [annual] 

LTO [limited time offer ] that is not an extension of the menu but a seasonal 

offering.”  

 “They are testing to see if they can raise prices by shifting the focus away 

from the value meal and the $1 menu. Instead they are offering 2 for $2.50 

or in other regions 2 for $3. These prices are labor related and vary by 

location. But they have taken something from the $1 menu, namely the 

double cheeseburger and dropped the fries from the value meal in exchange 

for a coke and the combination is at a combined appealing price point. It is 

an effort to test pricing more than drive traffic. It will be much better if they 

can get consumers to accept the deal. They have to get past the $1 menu.” 

 “McDonald’s considers itself a fast food hamburger restaurant, not a QSR. 

McDonald’s is in the penny profit business. How many extra cents can they 

get from the sale of each item. It is an advantage many overlook. For 

example, McDonald’s has a $1 burger versus Burger King’s $0.99 burger. In 

the penny business, every time they sell that menu item they are making a 

penny more than Burger King on a similar item. This is significant when you 

seat 69,000 people a day.” 

Company relationships with franchisees 

 “CEO Steve Easterbrook is a smart guy. He’s a CPA and a strong brand 

person. There is a lot to be said for moving from an operations guy to a 

finance guy, although it’s not necessarily the case because sometimes the 

decisions made by finance are in conflict with operations. I also respect the collaborative intelligence of the 

company.” 

 “From a profitability standpoint, closing stores was a good thing. It cut out a lot of duplicity and got rid of a lot of 

corporate overhead they just didn’t need.” 

 “The franchisees will have to come around and follow corporate’s lead on wage hikes. If they don’t, there will be no 

one to hire. There are already not enough people to hire. You have to pay people more money. Ikea just raised 

wages. Costco raised wages. And when wages are raised, restaurant sales go up. It happens every time.” 

It is never realistic to think a 

turnaround can be achieved in 

six or 12 months. Give them 

time. If you don’t start to see 

signs of results in 12 months 

and then some improvements 

in 18 months, then the 

strategies might be in question. 

But I think the things they are 

doing should work. Give it 18 

months. 

University professor focused on chain 

restaurant brand management and 

corporate organization 

https://www.7-eleven.com/
http://www.businessinsider.com/everything-you-need-to-know-about-mcdonalds-new-ceo-steve-easterbrook-2015-1
http://www.businessinsider.com/everything-you-need-to-know-about-mcdonalds-new-ceo-steve-easterbrook-2015-1
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 “Most of the tensions are related to equipment, packaging and advertising campaigns.” 

 “You have to consider that all restaurants sell consumer products and all consumer products have a life cycle. 

McDonald’s has been in this for 60 years. They are the fourth and fifth generation of owners and customers. Some of 

the franchises date to family owned businesses that were started in the 60s. Many franchise operators are used to 

doing things the old way.” 

 “They should take any franchisees that have been in the system for 25 years and ask them to leave. They should 

replace them with young, immigrant families and reinvent the franchise. Chick-Fil-A is a good example of bringing the 

next generation into the system. They invite new owners to buy into the system for $5,000 and help with the 

financing. They make more money than most but they must buy in to the 

corporate system.” 

 “McDonald’s unfortunately can’t do it. There would be too many legal 

hassles. But the old population of owners is running a business from a very 

different perspective. There are risks and benefits. They made a lot of 

people rich, but they need to replenish and reinvent the franchise.”  

Regional structure  

 “Easterbrook did reshuffle the [U.S.] organization three years ago. 

[Previously there were] nine regional presidents and he jettisoned a group of 

level managers. Now they have a very different organizational structure. It is 

too early to see the impact. But Easterbrook is interested in creating a 

universal brand that is more about regions than lifestyle.” 

 “The biggest change I see is not in the U.S. It is the move to go from a 

multinational corporation to a transnational corporation and the idea of 

going transnational is very innovative. … McDonald’s Germany, for example, 

does all its designs and while it takes direction from Chicago, it’s strategies 

are developed locally.” 

 “When you become a transnational company it means the strategies will be 

based on regional decisions based on consumer demand. So they are 

creating groups. Australia, Germany, France, Canada and the U.S. have been 

grouped into one region. It’s a different way of looking at it and its 

interesting. 40% of the company profits come from the countries I just 

mentioned.” 

 “It is a demand-based strategy and a much better message and allows for 

much better marketing. The “I’m Lovin it” campaign was designed in Munich 

when it first went international. The denigration of the Japanese market 

prompted them to separate it out but group China and Indonesia together 

because they are more alike. It makes more sense to group regions by 

defining consumer demand versus [culture and] lifestyle. And this changes 

the way efficiencies and operations occur.”  

 “For example, in the past, operations were regional. There were the 

Sunshine/southern states in theory because they all shared the same [lifestyle] characteristics. But from a 

transnational standpoint, the southern states differ dramatically with regard to the Hispanic and Latino populations. 

They are not at all the same. In Florida you have Cubans and Puerto Ricans, which is much more like New York than 

Texas. You can’t just have a Latino or Hispanic strategy that is divided by the map. In Southern California, the Latino 

Hispanic population is more Mexican and South American, which is much more like Seattle or Portland than Texas or 

Florida.” 

Competition  

 “McDonald’s has an issue because they have no loyalty from the Millennials. I did an informal survey in several 

classes to ask when students last ate at a McDonald’s and no one had eaten there in the last month, even if they 

were driving and could use a drive-thru. When I asked why, all of them said that when they were in grade school the 

teachers and their parents told them McDonald’s was evil because of the Super Size deals.” 

 “Everywhere in the world, no matter where you look, McDonald’s is no longer cool. And, at the same time they 

introduced Super Size, they stopped promoting Ronald McDonald and the kids play areas, which were very popular. 

They lost an entire generation of kids. They severed ties with an entire generation and they have not built up any 

loyalty. They lost a generation and they are not going to get them back through salads or McRibs.” 

McDonald’s has an issue 
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 “They must address how the current generation pays and makes purchases and that’s where the kiosk comes in. 

They have a store in Munich that uses mostly kiosks. There are some in the U.S. There is a kiosk in Ohio and Florida. 

It’s been said they are doing it to control labor costs but I think it is more about the competition and trying to address 

the way [young] people purchase, process and pay for items.”  

 “McDonald’s made a mistake a few years ago when Wendy’s signaled it was dropping prices. McDonald’s foolishly 

looked at the move by Wendy’s and saw it as a weakness. They tried to take advantage and engaged in predatory 

pricing. It was a really stupid move. I don’t think they are that stupid anymore but they have got to get past the $1 

meal. On average they are still selling at about $5 a meal when the price should be $7. QSR menu prices have been 

stuck and they haven’t really changed since 1992.” 

 “They are less concerned about Burger King and Wendy’s than they are about some of the competitive newcomers 

like WaWa and Sheetz. Both are family owned, convenience and fast food stores and expanding. Both have a similar 

business model and are based in Pennsylvania. WaWa is moving into the east coast and Midwest. They are selling 

fresh burgers and sandwiches made to order but it is all done with a kiosk ordering system. There are roughly 635 

stores in the system and some also offer gas. Sheetz is expanding west and sells fresh, made-to-order fast food [430 

locations]. You can order online. This is of great concern to McDonald’s.” 

 “McDonald’s is also very concerned about Dunkin’ Donuts, which is now more of a coffee and sandwich shop. When 

you go in to a Dunkin Donuts they have very limited donut offerings and they are expanding their lunch and sandwich 

menu. Dunkin Donuts has very aggressive price points. Coffee is $1.” 

 “Competition is also coming from the supermarkets, which are merging grocery with prepared foods. If you look at 

Publix they have more brand loyalty for their subs than anyone or anywhere else. 7-Eleven has 55,000 stores, with 

8,000 to 10,000 in the U.S. They are repositioning themselves as a major competitor to McDonald’s.” 

 “McDonald’s should be seriously concerned and careful about these competitors. They all are taking market share 

from McDonald’s.”  

 

 

2) Executive/strategic advisor at a marketing consultancy with Fortune 500 clients; repeat source 

Operational changes will not lead to a turnaround for McDonald’s this year. At 

best, this source predicted flat sales for 2015. She was negative on new food 

items because the quality has suffered. Recent advertised deals are not visible 

on the new menu boards, which she said still have too many items, a confusing 

layout and which tends to overwhelm customers. The all-day breakfast offering 

follows an industry trend, but may hurt McDonald’s more than help as it could 

force double-duty use of the grill and could cut into core lunch and dinner menu 

items. McDonald’s is waging war against competitors on too many fronts, and 

the company would be better off returning to its core food competency. 

McDonald’s initiatives/changes 

 “I do not think they have righted the ship. They keep talking up new 

strategies, but in my view they need to go back to basics and focus on what 

they do best, rather than moving into new areas. I realize some of the higher 

priced new items are an attempt to compete.” 

 “It is too early to tell whether there will be a turnaround in general. I doubt 

things will turnaround by the end of this year. In my mind, the most they can 

hope for is to be flat.” 

 “Reports indicate that San Diego is doing well [with all day breakfast] and it 

must be successful because they are opening stores in Nashville and in 

Mississippi, although I do not know the exact location.” 

 “McDonald’s is on trend with what we are seeing in the industry. The idea of 

serving breakfast all day is popular now. Golden Corral has just launched a 

similar program.” 

 “The problem I see is with the operations of the McDonald’s grill. To use the 

grill for breakfast all day cuts into the efficiency of other items that they are 
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better known for that focus on lunch and dinner grill foods. They are already struggling with lunch and dinner 

offerings. So how do they expect to make it work by adding breakfast all day to the operations?” 

 “I have not seen any specific reports, but it’s a given that it is going to cut into the core offerings. Look at what 

happened at Subway. They introduced toasted sandwiches and then had to figure out where to put the oven. When 

they finally got it underway they had to add a toaster oven menu item to make the equipment and operation more 

efficient. It throws a wrench into the core operation.” 

 “McDonald’s is known for food that is fast and cheap. This kind of addition 

means they may no longer be fast, although they are still cheap. I was just at 

a nearby McDonald’s on Sunday and we wanted to go through the drive-thru 

but the line was so long that it was spilling into the street. So we decided to 

park and go inside. There were easily 20 people standing in line waiting 

around for service or food. When I looked in the back under the heater, 

there was nothing there except for a serving of hash browns. I asked the 

manager how long a wait and she said, ‘I don’t know.’ That’s not the right 

answer.” 

 “The menu in part is the reason the operation is slow. The menu has way too 

many items and consumers are overwhelmed. The menu is hard to follow. In 

reality, they may say they have reduced the menu but it is still overwhelming 

and confusing. Maybe they have shed a few items for now but I doubt those 

items will completely go away. It’s not like In-N-Out [Burger] which only has a 

few items on the menu. McDonald’s is offering way too much.” 

 “For the latest promotion of 2 for $3, you either have to know you want to 

order it before going in or you have to go to the store’s outside window or 

see it as you are going in because it’s not on the menu. The menu is not 

updated in a timely fashion and it’s not easy to follow.” 

 “They have taken the dollar meal and buried it in the menu. I understand 

they are trying to get customers to trade up to the value menu but the 

consumer is so overwhelmed by the number of items on the menu that it is 

holding the line up at drive-thru and inside, all the people behind you. I 

never think new products bring people through the door.” 

 “They are promoting the 10 nuggets for $1.49 but they changed the quality 

and now that item is significantly inferior to Burger King’s. To deliver at the 

promoted price point, they had to change the recipe. That is not the way to 

get your regulars to come back or to bring new customers in. Yes, it is cheap 

but it’s not good. I don’t expect it to be delicious but it cannot be inferior to 

your competitor.” 

 “A couple of months ago, one of the franchisees in our area headed up a 

test. In the drive thru you would place your order and pay and then go to the 

window where they would hand you a stopwatch and timer. It was a clever 

idea to try and impress upon the customer that they are very fast. But it was 

unsanitary. The timer would go back and forth between employees and 

consumers. I applaud the effort but I don’t think it was the right way to go about it. You had to return the timer to get 

your food but I’m not sure there was any reward like a coupon or freebee if the delivery wasn’t fast enough.” 

 “They need to go back to basics. Get the food quality up and price it as low as possible. Then deliver it fast, as 

opposed to trying new items that are outside their core competency. There is a disconnect between what they 

promise in their ads.” 

Company relationships with franchisees 

 “I have heard and read that the franchisees are not happy and relations are worse than they have ever been.” 

 “The franchisees are told they have to invest, but then their margins shrink. They are feeling taken advantage of. 

Corporate comes up with all of these ads and new menu ideas but you have to pay in. It is like being taxed, even if 

you do not agree with what is coming.” 

 “If you look at the trade reports, this is the first time they are closing more U.S. stores than opening new stores. That 

tells you something is not working and that the owners are leaving the system.” 
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http://www.in-n-out.com/
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 “We also see McDonald’s struggling with employee turnover. With turnover, you have to deal with the training of new 

people plus when you put so many new items on the menus, you have to train the staff for that. There is no way to 

succeed with that plan.” 

 “On the plus side, there appear to be more renovations and the new stores are more welcoming. They offer a more 

modern environment. I don’t know what kind of pressure the franchisees are getting from corporate. For example, ‘if 

you don’t renovate, you may lose the ability to continue in the system.’” 

 “The store closures goes back to the idea of getting rid of the underperformers. If you have 10 to 50 McDonald’s 

stores, you have figured it out and it makes sense for corporate to give them the right of first refusal, versus giving it 

to unknowns. The top performers … know what works and it also deepens the relationship between the top 

franchisees and corporate.” 

 “I don’t know where franchisees go when they leave the system. Some could be retiring and the next generation says 

fast food is not for me. As in other industries, the next generation is not seeing the benefits that the business had in 

the past. That leads to another issue: if the next generation is not buying in to the system, who will there be to take 

over the business. The Millennials don’t want to follow the corporate line. They want to do their own thing. This is a 

growing struggle for a lot of organizations and franchises.” 

 “The Millennials do not need or want to work in the corporate structure. Plus, there are changes in that generation’s 

food consumption habits. For work, they want to telecommute or plug-in and sit in Starbucks all day. That culture is 

set up for grazing or snacking all day, rather than going to eat a meal. Taco Bell complements the snack culture to a 

certain extent. McDonald’s tried to address it with the McWrap, chicken wraps. That innovation came in and went 

out.” 

Regional structure  

 N/A 

Competition  

 “They are attacking the competition on too many fronts. They are trying to add on higher priced items, they are trying 

to do premium burgers, and with McCafe, they are trying to go after Starbucks. You cannot wage war on everyone. To 

succeed, you have to go back to the core of what you do and what you know. It is all about getting one more visit a 

week or one more visit a month from your regulars. They are your heavy users who frequent a place three times a 

week. It is an easier road to climb than trying to get the first time customer in.” 

 “Jack in the Box is the one to watch. Years ago they pulled out of the east and Midwest. Now they are expanding 

again and they are more focused on the Millennial customer. They may have cracked the code to the Millennials and 

that means they will be a force to contend with.” 

 “Other concepts are winning. Panera and Chipotle are winning. Regarding burgers, it is the higher end fast food 

places like Five Guys and Shake Shack that are winning.” 

 

 

3) University professor of business administration with QSR expertise; repeat source 

McDonald’s is facing problems on almost every front, and proposed operational changes are not likely to change 

conditions over the next 12 months. The menu remains too complicated and this source does not view new pricing or 

meals as a viable approach to fixing long-running, systemic problems that have been festering for years. Additionally, 

tensions with franchisees continue to plague McDonald’s, and unlike newer competitors, corporate has not been able to 

connect with Millennial customers, one of the only growth categories for the QSR sector. Competition is heated and 

McDonald’s still suffers from a fractured image. On a positive note, this source said McDonald’s is one of the few brands 

with the know-how and stamina to right the ship, although it’s too soon to predict an outcome or even see signs of 

improvement. 

McDonald’s initiatives/changes 

 “There will be no quick turnaround. They have too many issues to address.” 



 

 301 Battery Street, 2nd Floor, San Francisco, CA 94111 | www.blueshiftideas.com 

23 

McDonald’s Corp. 

 “I would be shocked if between now and the end of the year we see any 

quantifiable movement. There are too many things that need to be fixed. At 

best, we may see some signs of change at the end of the year.” 

 “But the real question is whether they will make the right decision between 

now and the end of the year that will eventually lead to a turnaround. 

Expecting a turnaround this year is just wishful thinking.” 

 “I’ve been a McDonald’s fan over the years and when they have stumbled, 

typically they pick themselves up. But what we have here is almost a 

perfect storm. There are so many things they need to do and fix and that 

includes the ongoing leadership issue.” 

 “I don’t know whether the new CEO is the right guy or not. McDonald’s has 

been weighed down by issues of leadership and the food quality has 

suffered. It remains to be seen whether the new CEO is the right guy.” 

 “Long-term, they might pull off a turnaround. If anyone can do it, 

McDonald’s can. But I am not sure how long it will take. If they manage to 

pull it off, we won’t see anything this year.” 

 “The only true new thing I’m aware of with breakfast is that they intend to 

toast the bun for a few seconds more. But the overall quality of food is the 

issue really, and toasting a bun for a few extra seconds is not going to 

make a difference or fix the problems. I don’t know whether breakfast all-

day is going to make any difference.” 

 “It costs a lot of money to turn things around when there are so many 

problems. They are spending a lot of money trying to keep investors happy 

with dividend payments and stock buy-backs. It’s going to be a long road 

and the money needs to go elsewhere.”  

 “The menu is still too complicated. They need to address the menu density, 

and I think they are beginning to address it. But I’m always skeptical when 

there is a different menu for the drive-thru and postings inside. It confuses 

the customer. I think it is a move in the wrong direction.” 

 “I have never been a fan of introducing new products. These products 

come and go. They got into a bind with the value stuff. Certainly they need 

to get some upscale items on the menu but they are going to have a tough 

time increasing prices, given the value and dollar menu items.” 

 “I don’t know where the new customers will come from. I’m doubtful new 

food items or menu changes can make a difference. Overall, the success 

depends on how they respond to all of the problems they face. It’s too early 

to tell what will happen. But it is a mess right now.” 

 “They are streamlining the menus, changing ingredients to improve quality, 

facing structural changes and facing supply issues and ingredient issues. 

Sales are going south, profits are going south. This is not a sustainable 

business model.”  

 “If there is any silver lining to this dark cloud, the only thing I can point to is that there are only a few iconic brands 

left and they happen to be one of them. How they capitalize on that status is very important. The CEO was recently 

asked about the status of Ronald McDonald and he said that Ronald McDonald, the corporate mascot, would 

remain. I don’t know how you rejuvenate that symbol. I am old and wake up in the morning feeling stiff and I think: 

well, at least I’m not Ronald McDonald.” 

 “It all has to start with getting the menu right, getting the quality right and not confusing customers, as they will do by 

having different menus for the drive-thru and in store. I do not like that plan at all.” 

Company relationships with franchisees 

 “The relationship with franchisees needs to improve. They need to get the franchisees on board. In part, that is what 

Burger King did along with focusing on quality and core menu items and as we have seen, it has led to improvement. 

But McDonald’s is the big guy on the block and when you are so big, it takes longer and it takes support from 

franchisees. It’s not rocket science. They just need to get on with it.” 
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 “They are trying to give employees a wage increase but the employees in question represent a small portion of 

workers—those at corporate stores. Most of the system employees are in the franchise stores and that means there 

is pressure on the franchisees to follow corporate on wages.”  

 “Given the high percentage of franchise operators, they must be fully and 

well supported by the franchisees if they hope to turn things around. If you 

just start with the notion that the franchisees are under pressure to raise 

employee wages, that alone has got to be causing a lot of continuing 

tension.” 

Regional structure  

 “I have not heard much about the regional structural changes but it makes 

sense to attend to global and local demands. The problem is, the local 

approach does not typically apply in the fast food industry. Some of the 

things they need to do are just sound, business decisions. But it becomes 

complicated when you are a global corporation and there is so much 

competition.” 

 “The old days of just competing with each other are over. They took their eye 

off the ball, off quality and that has been a problem for a long time now. It 

will take a long time to get out of this mess and you don’t do it by warming 

buns an extra three to four seconds or introducing new menu items, which 

may or may not help in the short term. They won’t help in the long term 

because there are massive structural operational problems.” 

Competition  

 “They have an image issue. They are not connected with the younger 

generation. It is a dim picture as far as I am concerned. I never thought I’d 

see McDonald’s in this position. They did not get here quickly and they are 

not going to get out of it quickly.” 

 “They are losing customers to alternative quick service restaurants that are 

not necessarily burger places. The image and brand does not resonate with 

the next generation. Young people are not connected to the burger places. 

They are looking at healthier options, local chain options. It is a different 

generation and a different world.”  

 “To compete, they have to figure out how to reconnect to their regular 

customers and connect with new customers who just are not buying into the 

traditional burger segment for the most part. If McDonald’s can get it right, 

they can win back their core customers and they certainly have the ability to 

do it.” 

 

 

 

 

 

 

 

Secondary Sources 

The following nine secondary sources discussed McDonald’s company-wide initiatives and changes, its recent changes to 

management affecting franchisees, and its competition. 

 

 

McDonald’s Initiatives/Changes 
McDonald’s is revamping drive-thru menus by eliminating the dollar menu and replacing it with the “Lovin’ Value Menu” which 

features mini meals and boxed meals. The fast-food chain is testing kiosks that feature customizable sandwich design at 42 
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locations in the Ozarks and in other markets as well. A consumer survey polling fast-food breakfast patrons suggested that all-

day breakfast at McDonald’s is a winning idea. 

 

June 8 Huffington Post article  

Changes to drive- thru menus are one several initiatives McDonald’s has been implementing. Its Dollar Menu is now 

called the “Lovin’ Value Menu” which features the new Signature Burger and mini meals which consist of a sandwich, 

small fries and small drink. Boxed meals are currently in test phase for some McDonald’s within the Lovin’ Value Menu. 

 “In selected markets McDonald’s is trying out a ‘Signature Burger,’ a new low-price entry that anchors what’s been 

rechristened the ‘Lovin’ Value Menu.’” 

 “The Signature Burger doesn’t bring new ingredients to the McDonald’s pantry. It combines two regular burger 

patties with white cheddar cheese, tomato, lettuce and creamy Dijon mustard sauce. It’s on a potato bun that’s a 

step up from most of the burgers on what used to be the Dollar Menu & More.” 

 

 
Photo: Huffington Post 

 

 “Test drive-thru menu boards don’t mention the Dollar Menu & More. Instead they promote the Lovin’ Value Menu’s 

‘Mini Meals,’ which are higher-margin combo meals involving items that were on the Dollar Menu & More. The 

Signature Burger is $2.49 by itself (prices may vary). But with small fries and small soft drink it tops the new Mini 

Meal category at $3.99. With a not-so-mini medium soft drink & fries the price is $4.69. That brings it close to the 

$4.99 a la carte price for the premium-tier Sirloin Third Pound burgers.” 

 “Other Mini Meal combos promoted up high on the drive-thru menu board being tried are a $3.39 McDouble Mini 

Meal, $2.99 Cheeseburger Mini Meal, $3.49 Double Cheeseburger Mini Meal and $2.99 McChicken Mini Meal. 

These items also are listed lower on the menu board at their a la carte prices (again, not with the Dollar Menu & 

More name), a duplication that runs counter to the menu streamlining and simplification McDonald’s says it is 

seeking.” 

 “Another interesting element of the Lovin’ Value Menu in test is a Classic Pack boxed meal. I’ve been talking about 

multi-person boxed meals since McDonald’s Australia introduced the Dinner Box in 2010. It has taken five years, but 

the boxed multi-person meal finally seems ready for the big time in the U.S. after spreading just about everywhere 

else in the global McDonald’s system. As tested, the $13.99 Classic Pack has two Quarter Pounder with Cheese or 

two Big Macs (or mix and match) plus two medium fries, three sauces and a 20-piece Chicken McNuggets. The menu 

board says it ‘serves 4’ though two young adults with hearty appetites might disagree.” 

http://www.huffingtonpost.com/burgerbusiness/mcdonalds-tests-signature_b_7534178.html?ncid=txtlnkusaolp00000058
http://burgerbusiness.com/mcdonald%E2%80%99s-tries-family-dinner-boxes-in-australia/
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 “In his May 4 video speech outlining the beginnings of his turnaround plan, McDonald’s CEO Steve Easterbrook 

promised, ‘Stronger insights underpinning the development of a compelling and sustainable everyday value 

proposition this summer to drive sales.’ This ‘Lovin’ Value Menu’ platform with its Mini Meal combos and Signature 

Burger certainly may be parts of that.” 

 “McDonald’s summer menu also will see the return of Frozen Strawberry Lemonade plus a new beverage: a McCafé 

Green Apple Smoothie.” 

 

June 11 News-Leader.com article  

McDonald’s chose the Ozarks as one of several markets to test its “Create Your Taste” kiosk ordering system which 

incorporates customizable sandwich building options. Some elderly customers criticized the system for lacking simplicity 

and only accepting credit or debit cards. 

 “Ozark resident Connie Ferguson goes to McDonald’s about once every two weeks, and usually orders off the value 

menu: a basic double cheeseburger, say, and some fries. But Thursday, she purchased a quarter-pound beef patty 

on a Ciabatta roll, with American cheese, tomato, grilled onions and Big Mac sauce. She ordered not at the counter, 

but from the touch screen of something resembling a giant iPad, from a system offering a flurry of other possible 

toppings. ‘My grandson works here. He’s been talking about them, so I figured I’d better come here and use them,’ 

she said of the four touch-screen devices in the restaurant.” 

 “McDonald’s of the Ozarks, a co-op group of local franchisees across the region, is one of four test markets in the 

nation for the fast food giant’s new ‘Create Your Taste’ kiosks, which offer a degree of automation and customization 

previously unseen in restaurants known for uniform Big Macs and golden french fries.” 

 “The concept launched at a Branson location on June 1, and in Ozark on Thursday. Plans call for an expansion to 

other area locations in the coming months.” 

 “The move puts the Springfield area at the forefront of the chain’s attempts to win back customers. Same-store 

sales have fallen every month for the past year on a global basis, and for 10 of the last 12 months in the United 

States. Meanwhile, other chains, such as Chipotle and Qdoba, both of which are set up for customization or orders, 

have seen huge growth.” 

 “‘These restaurants are some of the first in the U.S. to launch this new concept,’ McDonald’s of the Ozarks 

spokeswoman Kristen Bergman told the News-Leader. ‘Guest feedback is going to be very important.’” 

 “Customers opting for the new build-a-burger concept have to order at the kiosks, which also allow for ordering off 

the traditional menu (which can still be ordered at the counter as well). The system also offers a variety of toppings 

that can ‘personalize’ a beef patty: ‘Artisan’ or Ciabatta roll; American, Cheddar or pepper jack cheese; Big Mac, 

creamy garlic and sweet BBQ sauces, along with spicy mayo; guacamole; sliced jalapenos; grilled mushrooms or 

onions; bacon; red onion; tortilla strips and crinkle-cut pickles.” 

 “The quarter-pound option retails for $4.99; the only customization option with a surcharge is bacon, which adds 

about a dollar to the order. Two customized quarter-pound burgers with bacon made into a meal (medium fries and a 

drink) cost a News-Leader reporter and photographer $16.18 before tax.” 

 “Don’t plan to go through the drive-thru on this one. The Create Your Taste ‘experience’ is only available if you order 

inside, and your wait will likely be longer than just grabbing a quarter pounder at the counter. 

 “‘It takes 8 to 10 minutes, because everything is custom-made for you,’ Bergman said. ‘That patty doesn’t go on the 

grill until you order it.’” 

 “Bergman said that locations in Branson West and West Plains, along with 3510 W. Chestnut Expressway and 2512 

E. Sunshine St. in Springfield, will launch the concept toward the end of the month, and that 42 of the co-op 

locations will have it by sometime in September.” 

 “The co-op of franchisees, which work together to establish a uniform menu and pricing structure for the region, said 

earlier this month it was looking to hire up to 500 new employees across its locations in June, split between full- and 

part-time positions. Some of those relate to the new kiosks. Employees bring the custom burgers to your table (with a 

card noting the name of who made it), and ‘concierges’ are stationed to help navigate the new kiosks.” 

 “McDonald’s of the Ozarks isn’t a typical test market for the chain, Bergman said, but in this case joins Amarillo, 

Texas, Macon, Georgia, and Bakersville, California, in offering the new option, which is already in some locations 

overseas. Kashim Ghory, a consultant for McDonald’s, told the News-Leader three to four corporate team members 

focused on ‘restaurant experience’ are in the Ozarks as the kiosks roll out.” 

 “In addition to the Create Your Taste experiment, McDonald’s is also looking to sell some company-owned 

restaurants to franchisees, and is changing how its burgers are cooked.” 

http://burgerbusiness.com/mcdonalds-market-driven-blueprint/
http://www.news-leader.com/story/news/business/2015/06/11/draw-back-mcdonalds-ozarks-franchisee-test-market-chains-new-kiosks/71027218/
http://www.slate.com/blogs/moneybox/2015/06/08/mcdonald_s_same_store_sales_fall_in_may_the_misery_watch_continues.html
http://www.qdoba.com/
http://www.forbes.com/sites/briansolomon/2014/10/20/chipotle-continues-explosive-growth-in-the-burrito-bull-market/
http://www.nytimes.com/2015/05/28/business/mcdonalds-will-change-how-its-burgers-are-cooked.html
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 “Dan and Renee Farris, who live in central Missouri, stopped at the Ozark McDonald’s with their grandchildren 

Thursday, and used the new system to order hamburgers, fries, a chicken sandwich and ice cream—all from the 

regular menu. ‘We’re old folk. We like the way it was,’ Dan Farris said, explaining that the grandchildren were the real 

reason for the visit.” 

 “Renee Farris noted that you can pay with credit cards at the kiosks, but those using cash have to pay at the counter, 

potentially exposing people to a line they were hoping to avoid. ‘Depends on how busy they are,’ she said.” 

 “Springfield resident Hollie Brandt and her grandson used the kiosks to order a Happy Meal and McNuggets. ‘I’m 

normally on the go ... so I’m constantly at McDonald’s,’ she said.” 

 “Asked what she thought of the chain’s moves in recent years, she said of the location: ‘This looks nothing like it did 

when my kids were little.’” 

 

 
The touch screen ordering kiosk for the new “Create Your Taste” build-a-burger concept that the McDonald’s  
in Ozark launched on Thursday, June 11, 2015. (Photo: Nathan Papes/News-Leader) 

 

April 8 YouGov.com article  

New consumer data supports McDonald’s’ initiative to serve breakfast throughout the day. 42% of those surveyed would 

consider purchasing McDonald’s breakfast, ranked second only behind Subway. From January through March, 

McDonald’s showed the largest jump in consumer satisfaction among breakfast diners.  

 “42% of frequent breakfast eaters, adults age 18 and up who eat a fast food breakfast from once a month up to two 

times a day—would consider purchasing from McDonald’s the next time they are looking to eat. That’s impressive 

and good enough for second place behind Subway at 48%.” 

 “After Subway and McDonald’s, the next highest major restaurant chains ranked for Purchase Consideration among 

this group included Wendy’s (39%), Chick-Fil-A and Burger King (30%), followed by Taco Bell at 29%. 

 “McDonald’s has also seen the biggest improvement on customer satisfaction among frequent breakfast diners over 

the past 90 days. The brand has boosted its Satisfaction scores approximately seven percentage points from 15 to 

22, on a scale from -100 to 100, with zero being neutral.” 

 “YouGov also looked at comparison data from a soon-to-be-launched companion product to BrandIndex, YouGov 

Profiles, which continually captures responses on approximately 100,000 different data points across 150,000 

members of the YouGov panel.” 

https://today.yougov.com/news/2015/04/08/data-shows-breakfast-has-potential-mcdonalds-and-c/
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 “What distinguishes consumers who eat out at least once a month for breakfast from consumers who eat fast food 

in general at least once per month? Some of the key points of differentiation suggest that breakfast diners are more 

health conscious: 38% of regular breakfast diners say they are concerned about calories vs. 34% of regular fast food 

diners in general. Regular breakfast diners also report that they are more likely to cook from scratch at home—17% 

say they almost always cook from scratch vs. 14% of regular fast food eaters. That data might suggest an opportunity 

for restaurant chains who are viewed to be healthier options than the rest of the pack.” 

 

 
 

Franchisee and Management Changes 
McDonald’s has made several changes in upper management within the last year. It named a new chief field officer whose 

primary role will be franchisee relations, and a new chief marketing officer whose duties will consistently overlap with 

franchisee input. Some disgruntled franchisees shared their experiences and opinions about McDonald’s policies and know-

nothing regional managers. McDonald’s new chief marketing officer and chief communications officer may be lacking the 

experience needed to fix McDonald’s issues with its franchisees. Franchise owners relations with corporate are at an 11-year 

low as franchisees have seen falling sales and increasing costs related to wage hikes, rent increases, and corporate’s new 

initiatives. 

 

June 12 Chicago Tribune article  

McDonald’s named Karen King its chief field officer, moving from her previous post as chief people officer. King will 

oversee franchisee relations, an increasingly important responsibility with its new initiatives and labor issues. McDonald’s 

also recently named a new chief marketing officer. Within the last year, McDonald’s has changed its president and CFO.  

 “McDonald’s named Karen King, who had been chief people officer, as its executive vice president and chief field 

officer on Thursday, as the hamburger chain streamlines its U.S. leadership in a bid to make decisions more quickly 

and improve restaurant operations.” 

 “The company also said Jim Norberg, chief support officer, was leaving after 34 years. The reason for his departure 

wasn’t disclosed.” 

 “Norberg, the company said, had served the company ‘with passion, mentoring many of today’s leaders and 

championing diversity and inclusion across the organization.’” 

 “McDonald’s said a replacement for King as chief people officer would be announced in coming weeks. King 

continues to report to McDonald’s USA President Mike Andres, as she did in her prior role. 

 “King will oversee the company’s four U.S. zones, which account for 14,000 restaurants and more than 40 percent 

of McDonald’s operating income.” 

 “She will also have oversight of franchising and franchise relations, with additional ‘accountabilities’ for legal, the 

company said.” 

http://www.chicagotribune.com/business/breaking/ct-mcdonalds-shakeup-0611-biz--20150611-story.html
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 “These responsibilities have become increasingly important as the company continues to face pressure from a 

union-backed campaign to organize workers at company-owned restaurants as well as those operated by 

franchisees. About 750,000 people work at McDonald’s U.S. restaurants; 90 percent of the stores are run by 

franchisees.” 

 “Chief Executive Steve Easterbrook has been revamping the leadership of the Oak Brook-based company as its sales 

have slid. Consumers, especially Millennials, have eschewed its menu in favor of other chains that are perceived as 

serving fresher and more healthy fare. At the same time, economic conditions in some markets around the globe 

have led to consumers cutting back on eating out.” 

 “Easterbrook, who became CEO on March 1, wants to turn McDonald’s into what he calls ‘a modern, progressive 

burger company.’” 

 “Easterbrook’s appointment was one of several executive changes McDonald’s made over the past year. In August, 

months before Easterbrook took over as chief executive, Mike Andres was named U.S. president, replacing Jeff 

Stratton, who retired. Andres officially started in that role in October. Changes made earlier this year included moving 

Chief Financial Officer Pete Bensen to the new role of chief administrative officer and naming Kevin Ozan as the new 

CFO.” 

 “Earlier this week, McDonald’s tapped two outsiders for key brand roles. Silvia Lagnado, a former chief marketing 

officer for Bacardi Ltd., was named global chief marketing officer, a position that was vacant for five years. Robert 

Gibbs, former press secretary for President Barack Obama, was named global chief communications officer.” 

 “The addition of Gibbs and Lagnado came a day after McDonald’s posted the latest in a string of sales declines. May 

sales at restaurants open at least 13 months fell 0.3% globally and 2.2% in the U.S.” 

 

June 12 Franchise Equity Group blog  

Franchisees responded to the above Chicago Tribune article. The group expressed plentiful criticism toward McDonald’s, 

and was particularly disappointed about rent increases and the amount of debt the company expected them to take on to 

further its initiatives. They pointed out how McDonald’s limited an operator’s growth, and that it sometimes denied 

purchases without providing thorough reasoning. Another franchisee claimed that regional managers often lacked 

qualifications and were primarily just trying to ladder climb.  

 “Operators should not wait for MCD to ‘halt all investments.’ The operators should halt it themselves. The operators 

need to protect their own organizations by making these important decisions for their own good which will be in the 

best interests of the system. The operator can’t add debt to their own organization unless they themselves sign the 

note. Blaming MCD will not get us very far.” 

 “You’ll make the decision to do what is in the best interest of your business. But eventually, if your interests include 

growth or rewrite, you will DO what they want you to do, if you want to stay in the system after your current license 

agreement expires.” 

 “Just because you do everything asked does not guarantee you will be rewarded with growth or rewrite. In addition, 

growth by getting new stores has not been all that good. Across the system many new stores have missed sales 

projection by up to a million dollars many more by $500k. Rents have become outrageous. I know more than a few 

operators that have gotten new stores and after adding the new debt, agreeing to twelve to fourteen per cent rent, 

sales projections being missed by $500k, impacting another one of your stores they are worse off than before the 

growth. It is more common than you may think. The best way to grow, in my opinion, is to buy out your neighbor who 

may have 8.5% rent and has already completed everything on the NRBS. Those old and lower rents make a huge 

difference in cash flow. My opinion is, that it is not what you take in, it is what you keep.” 

 “But it is guaranteed that if you don’t do what they require, you will not be eligible for growth or rewrite, nor will you 

be able to buy one of those low rent stores from your neighbor. You’re in a no-win situation unless the laws change 

protecting the franchisor.” 

 “There is no question that MCD has the upper hand in all conversations with the operator. However, if you meet all 

the expansion screens for growth they will be careful about how they talk to you. When buying from another operator 

and you are a qualified and there is a willing seller, they put themselves in an awkward position not approving the 

sale. They will explain that they have other macro goals such as diversity or other nonsense. They can do whatever 

they want to do and don’t have to explain anything, this makes franchises less valuable. Operators are now simply a 

tool like financing or design for MCD to use and abuse. The only effective advantage the operators have is to control 

their debt. Once an operator allows the debt to exceed a certain point all they have done is to buy themselves a job 

and not a very good one. MCD and their recommendations are no longer a ‘slam dunk’. My concern is that so many 

http://www.fegroupblog.com/2015/06/chitrib-on-mcdonalds-management-changes.html
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of their decision makers in the regions are no more qualified to make recommendations than many people on the 

street. They are all gunning for their next promotion and the success of the region or the operators is meaningless to 

them. Many new stores are not performing, MRP’s give you nothing, products are perceived to be inferior, MCD 

leadership has been a dismal failure (the jury is out on these new guys) and the operator community is the weakest it 

has ever been. It has been indicated that over half of the operators are ineligible for growth because of financial 

reasons due to having too much debt. In many regions drive thru sales meet or exceed 70% of total sales. Those are 

our most loyal and cheapest customers. They don’t take handfuls of napkins, they don’t flush our toilets, they don’t 

fill up or trash bins, and they are frequent given good and complete orders. Why does the company keep insisting 

that the operators keep spending hundreds of thousands of dollars in the lobbies? I know it makes their buildings 

more valuable but a big portion of the business is in the DT. 65% to 70% is a big number! MCD is far from perfect but 

it can be salvageable if we/they concentrate on being profitable more responsive to the customers and stop trying to 

be an agent of social change and over reacting to our critics. Give the customers what they want. Making money is 

not sinful.” 

 

July 1 Forbes article  

McDonald’s new chief communications officer Robert Gibbs and new chief marketing officer Silvia Lagnado lack retail 

franchise operational experience. Chief marketing officers in the fast-food industry are often fired due to failed franchisee 

relationships. One research firm claims franchisee relations are at the lowest level in 11 years. A commenter points out 

that franchisees are required to spend a minimum of 4% of sales in advertising and promoting their McDonald’s business 

in addition to paying 1.6% of sales into the national advertising fund. 

 “At first blush, McDonald’s recent decision to bring in some new leaders seems bold. Robert Gibbs, Obama’s press 

secretary during his first term and senior campaign adviser during his re-election campaign, and Silvia Lagnado, 

creator of the Dove ‘Campaign for Real Beauty,’ seem like real fire-power to be waged against the company’s 

shrinking sales.” 

 “But despite the impressive resumes for the chain’s new global chief communications officer and global chief 

marketing officer respectively, they both lack what McDonald’s really needs right now—experience in a franchised 

retail operation.” 

 “Of course, McDonald’s needs the objective perspective and fresh ideas of people from a wide range of backgrounds 

which Gibbs and Lagnado will certainly bring—as well as their respective experiences fielding communications 

campaigns that have inspired cultural movements and changed deeply rooted beliefs. But the franchisor-franchisee 

relationship is so unlike any other and the retail industry is undergoing such significant transformation that it’s likely 

the new managers’ lack of experience in these areas will impede their effectiveness.” 

 “Fast food marketing has a dirty little secret—more chief marketing officers are fired because of failed franchisee 

relationships than failed consumer campaigns. The franchisee community of most quick serve companies wields 

unusual influence on the retention of corporate personnel in general, but the top marketing spot is almost always 

under fire. At some level, this is understandable—franchisees put up the dollars to run the marketing campaigns. 

McDonald’s franchisees contribute 1.6% of their sales to the company’s national advertising fund. And while they’re 

not required to participate, those who abstain don’t receive access to the company’s marketing programs.” 

 “Cultivating trust among franchisees, galvanizing their support for unconventional ideas, and gaining their 

cooperation when business is bad is no easy task, particularly for the uninitiated. Plus franchisee engagement—or 

lack thereof—is probably the biggest problem McDonald’s currently faces. According to research by Janney Capital 

Markets, relations between franchisees and corporate are at their lowest in more than 11 years—and the company’s 

turnaround plan depends in part on getting franchisees to spend more to fund new initiatives like double-lane drive-

thrus and new customization platforms in their kitchens. Unlike the political opponents that Gibbs has had to fight 

off, franchisees can’t be vilified or antagonized. And unlike the channel partners that Lagnado has had to work with, 

they aren’t easily appeased with promotional dollars.” 

 “The far-reaching, fast-moving changes in the retail industry also present a steep learning curve for the two new 

leaders. Technology alone presents a host of new opportunities and challenges. From order placement to order 

fulfillment, customization, payments, and loyalty—every aspect of the customer journey is ripe for transformation and 

new capabilities are uncovered practically daily. Social media plays a unique role in retail, given the expectation of 

real-time customer service and the need to engage in-store employees. And then there’s need to support, promote, 

and advance operational excellence in the brick-and-mortar in-person experience, which has been McDonald’s 

kryptonite of late. None of these are areas of strength or experience for Gibbs or Lagnado.” 

http://www.forbes.com/sites/deniselyohn/2015/07/01/curious-choices-for-mcdonalds-new-management/
http://mcdonalds.com/
https://en.wikipedia.org/wiki/Robert_Gibbs
http://www.bloomberg.com/research/stocks/people/person.asp?personId=107136726&ticker=BVIC:LN&previousCapId=7420857&previousTitle=BRITVIC%20PLC
http://www.wsj.com/articles/mcdonalds-franchisees-express-frustration-at-revamp-plans-1429124389


 

 301 Battery Street, 2nd Floor, San Francisco, CA 94111 | www.blueshiftideas.com 

31 

McDonald’s Corp. 

 “McDonald’s CEO Steve Easterbrook heralded the new hires as instrumental to the company’s attempt to become a 

‘progressive burger company.’ Gibbs and Lagnado may indeed be ‘progressive’ but their lack of experience in critical 

areas may also end up being problematic.” 

 “Commenter Richard Adams: McDonald’s franchisees (in the USA) do contribute approximately 1.6% of sales to a 

national advertising fund, however their franchise agreements require them to spend a minimum of 4% of sales in 

advertising and promoting their McDonald’s business. Most USA franchisees voluntarily spend far over 4% in 

advertising and promotion. Given the accelerating turnover at the McDonald’s executive level it’s doubtful the typical 

McDonald’s franchisee will ever interact with Lagnado or Gibbs before the two move on to less challenging 

positions.” 

 

June 2 Wall Street Journal article  
A McDonald’s franchisee discussed the amount of demoralization among franchise owners. A recent survey showed 

relations between franchisees and corporate at an 11 year low. Costs for franchisees have been increasing due to 

pressure to raise wages, rent increases, and all-day breakfast.  

 “I have never seen the operator community so demoralized, frustrated and distrusting,” said one longtime 

McDonald’s franchisee in the South who is trying to restructure his debt. He said he will manage, but adds, “there 

are operators who are looking at the calendar and saying, ‘If business doesn’t get better in six months, I have a 

problem.’” 

 In a recent survey of 32 U.S. franchisees who operate 215 restaurants, relations between franchisees and 

McDonald’s were rated the lowest in the more than 11 years that Mark Kalinowski, a Janney Capital Markets analyst, 

has conducted the survey. 

 Jeffrey Quick, senior partner with accounting firm Quick, Mitchell & Maish, who counts 150 McDonald’s franchisees 

as clients, says such costs can range from about a $5,000 investment to offer breakfast all day, a change that 

requires added food-preparation space, to upwards of $650,000 to remodel a restaurant. 

 Meanwhile, though, other costs are increasing. Starting July 1, McDonald’s is raising hourly wages by at least $1 

above the local minimum wage at the roughly 1,500 restaurants it owns in the U.S. While the requirement doesn’t 

apply to franchisees, many said that it would pressure them to do likewise. 

 Mr. Quick, the accounting partner, says the rate of rent, which McDonald’s collects as a percent of the franchisees’ 

sales, has gone up at least three percentage points over the past seven years, to as much as 16% of sales. The 

average rent that fast-food companies charge their franchisees ranges from 6% to 10% of sales, according to 

Technomic. 

 

 

Competition 
Most fast-food restaurants including McDonald’s have experienced falling ratings in a recent consumer restaurant 

satisfaction survey. Due to the improving economy, consumers were choosing quality over price as they began to frequent full-

service food chains more often. Chick-Fil-A led the survey in satisfaction points. McDonald’s may be in the midst of an identity 

crisis as it tries to steal back share from fast casual chains like Chipotle.  

 

June 30 ACSI.org article  

A customer satisfaction survey showed declining satisfaction at fast-food restaurants and steady rates at full-service 

restaurants, as consumers with more purchasing power preferred quality over price. Texas Roadhouse and Chick-Fil-A 

topped the charts, McDonald’s ratings dropped, and Chipotle and Panera Bread showed strength. All pizza chains 

suffered large losses. Burger King and Wendy’s saw similar percentage point declines as McDonald’s. Dunkin’ Donuts 

was the only fast food chain to realize improved customer satisfaction. 

 “Customers are less satisfied with fast food as their discretionary income improves and preferences shift in favor of 

quality over price, according to new data from the American Customer Satisfaction Index (ACSI). Customer 

satisfaction with full-service restaurants holds steady at 82 on ACSI’s 100-point scale, while fast food restaurants fall 

3.8 percent to 77, the lowest score in five years. The gap between fast food and full-service restaurants is the largest 

since 2010.” 

 “‘The job market is the strongest it has been in years, which is having an interesting effect on supply and demand,’ 

says Claes Fornell, ACSI Chairman and founder. ‘On the demand side, consumers with greater discretionary income 

http://www.wsj.com/articles/discontent-simmers-among-mcdonalds-franchisees-1433272884
http://www.wsj.com/articles/mcdonalds-franchisees-express-frustration-at-revamp-plans-1429124389
http://blogs.wsj.com/economics/2015/04/02/wages-qa-what-do-mcdonalds-wal-mart-and-target-pay-raises-mean-for-the-economy/
http://blogs.wsj.com/economics/2015/04/02/wages-qa-what-do-mcdonalds-wal-mart-and-target-pay-raises-mean-for-the-economy/
http://www.theacsi.org/news-and-resources/press-releases/press-2015/press-release-restaurants-2015
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seem to put quality ahead of price in their decision-making. On the supply side, restaurants are finding it harder to 

hire and retain qualified and motivated workers, which can have an adverse impact on service quality.’” 

 “The ACSI report, which is based on 5,023 customer surveys collected in the first quarter of 2015, is available 

for free download.” 

 “Two new entrants to ACSI debut at the top of limited-service (fast food) restaurants: Chick-Fil-A and Chipotle 

Mexican Grill. Chick-Fil-A leads at 86—the highest company score to date in the category. Fast casual restaurants, 

which typically offer better ingredients, freshness and more developed décor, make a strong showing as Chipotle 

takes second place in its first ACSI appearance with a score of 83.” 

 “The aggregate of small fast food restaurants, while still near the top of the industry, falls 4 percent to 81 and is a 

major drag on the industry’s overall ACSI score. Panera Bread rounds out the top three companies with a first-time 

score of 80.” 

 “‘The fast casual segment of quick service restaurants is nicely situated for the confluence of changing consumer 

tastes and a rebounding economy,’ says ACSI Director David VanAmburg. ‘Consumers have a bit more money in their 

pockets, but are still pressed for time. Fast casual outlets offer higher-quality ingredients, freshness and fast 

service—all at a reasonable price.’” 

 “Pizza chains suffer from changing consumer preferences. The four major pizza purveyors in the study endure large 

customer satisfaction losses. Papa John’s and Yum! Brands’ Pizza Hut each shed 5 percent to 78, while Domino’s 

falls 6 percent to 75. Little Caesars loses the most, diving 8 percent to 74. Over the past several years, pizza chains 

have increasingly competed on price, sometimes at the expense of quality ingredients, and that is now beginning to 

have a negative effect on customer satisfaction.” 

 “Established fast food entities like McDonald’s (-6% to 67), Burger King (-5% to 72), KFC (-1% to 73), Wendy’s (-6% to 

73), Arby’s (debuts at 74) and Taco Bell (unchanged at 72) remain at the bottom of the industry. As the largest fast 

food company in the United States, McDonald’s weak customer satisfaction puts downward pressure on the overall 

industry score. Company revenue has dropped for six straight quarters. As the economy improves, McDonald’s needs 

higher levels of customer satisfaction if it is to reverse the revenue trend.” 

 “Dunkin’ Donuts is the only fast food chain to improve customer satisfaction in 2015. The company climbs 4 percent 

to 78, jumping ahead of Starbucks (-3% to 74). In 2014, Dunkin’ Donuts rolled out a beverage rewards program tied 

to its mobile app with seemingly positive results. The chain is extending its U.S. presence beyond its Northeast 

stronghold to the West, hoping to gain traction against not only premium outlets like Starbucks, but also McDonald’s, 

which offers quality coffee at lower prices.” 

 “In the full-service category, the aggregate of smaller chains scores 83 and shares the lead with ACSI newcomer 

Texas Roadhouse. Darden’s LongHorn Steakhouse debuts at 81, but Outback Steakhouse slides 3 percent to 78. 

Another new ACSI entrant, Cracker Barrel Old Country Store, scores 80, coming in just ahead of Darden’s Olive 

Garden (-1% to 79).” 

 The competitive landscape once had full-service restaurants expanding their menus to broaden appeal, but the trend 

now is toward simplification and shorter menus. As of yet, however, these changes do not seem to have had much of 

an impact for companies like Red Lobster (-1% to 77) and Chili’s (unchanged at 74). Other full-service restaurants 

new to the Index are Red Robin Gourmet Burgers (77), TGI Fridays (76), Denny’s (75) and Ruby Tuesday (73).” 

 “In addition to company and industry customer satisfaction scores, the ACSI measures critical elements of the dining 

experience that affect patron satisfaction. These customer experience benchmarks include the quality and variety of 

food and beverages, restaurant layout and cleanliness, and service elements such as staff courtesy, food order 

accuracy, and speed of food delivery to the customer.” 

 “The chart that follows shows the benchmark leaders in the fast food and sit-down dining segments. Across nine 

aspects of the fast food experience, Chick-Fil-A leads the field. The company now surpasses KFC as the largest U.S. 

fast food chicken chain. Among full-service restaurants, LongHorn Steakhouse is a leader across most elements, 

including food quality, staff courtesy, and restaurant layout and cleanliness. The Darden-owned chain posted strong 

sales growth as of the fourth quarter of 2014. The ACSI Restaurant Report 2015 provides industry-level benchmarks 

across both restaurant categories.” 

 

http://www.theacsi.org/news-and-resources/customer-satisfaction-reports/reports-2015/acsi-restaurant-report-2015
http://www.theacsi.org/news-and-resources/customer-satisfaction-reports/reports-2015/acsi-restaurant-report-2015
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June 18 Business Insider article  

An editorial claimed that McDonald’s was making a mistake by trying to steal back market share from fast-casual 

restaurants like Chipotle instead of focusing on its core customer who have been fleeing to Wendy’s and Burger King. 

One industry analyst believed McDonald’s was trying to “be all things to all people.” Some franchisees who attended a 

recent summit left confused and claimed the company was having an identity crisis since it was pushing value and 

efficiency while adding expensive and customizable burgers that take eight minutes to make. 

 “McDonald’s is going after the wrong customers. The burger chain is trying to steal market share from fast-casual 

chains such as Chipotle by adding more upscale burgers and allowing people to customize their orders, instead of 

focusing on retaining its core customers, who are increasingly frequenting rivals including Wendy’s and Burger King, 

former McDonald’s executives say.” 

 “McDonald’s CEO Steve Easterbrook ‘seems to be obsessed with Chipotle,’ former McDonald’s global CMO Larry 

Light says. When Easterbrook unveiled his turnaround plan six weeks ago, ‘there was no discussion of why 

McDonald’s is losing sales to direct competition,’ Light says.” 

 “Sales at Burger King, Wendy’s, Jack in the Box, and Popeyes are all growing. The only major burger brand in decline 

is McDonald’s. Same-store sales at McDonald’s have fallen for the past six quarters in the U.S.” 

 “Meanwhile, Chipotle’s business is booming. The burrito chain posted same-store-sales growth of nearly 17% last 

year. Chipotle’s success has been attributed to its fresh, high-quality ingredients, fast service, and simple, 

customizable menu.” 

http://www.businessinsider.com/mcdonalds-ceo-has-a-misguided-obsession-with-chipotle-2015-6
http://www.businessinsider.com/mcdonalds-ceo-reveals-turnaround-plan-2015-5
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 “So it makes sense that McDonald’s would be looking to Chipotle, a company it once owned, for some cues in 

attracting new customers.” 

 “The fast-food chain has recently added upscale menu items including a Sirloin burger to its menu, and it is 

expanding a program that allows people to customize their burgers with ingredients including applewood smoked 

bacon and caramelized grilled onions using touch screen kiosks.” 

 “But McDonald’s isn’t in a position to be chasing after Chipotle’s customers when it is losing customers to other 

burger chains, analysts say.” 

 “‘On one hand, McDonald’s is talking about menu simplification, while on the other hand they are talking about 

customization, expanding the line of Quarter Pounders and adding breakfast all day,’ says Richard Adams, a 

franchisee consultant who worked in corporate offices at McDonald’s for nearly two decades and spent 12 years as 

a franchisee. ‘They are going in a bunch of different directions and trying to be all things to all people. That’s been 

their problem for the last five or six years.’” 

 “Franchisees also complained about this apparent identity crisis after a recent summit with Easterbrook and other 

top executives. ‘I came away from the summit completely confused,’ one franchisee told Janney Capital Markets 

analyst Mark Kalinowski. ‘McDonald’s management does not know what we want to be. Expensive (and slow) 

custom burgers in the same restaurant where we sell the Dollar Menu?’” 

 “When asked what the company was doing to retain Dollar Menu customers, McDonald’s spokeswoman Lisa 

McComb said further details on Easterbrook’s turnaround strategy would be forthcoming.” 

 “‘Thus far Steve Easterbrook has shared only the initial steps of his turnaround plan, not full details,’ she said. ‘This 

is an ongoing, comprehensive strategy, and more specifics will come at the stages our leadership team deems 

appropriate.’” 

 “Analysts say the company needs to focus on where it has historically excelled: burgers, fries, low prices, and fast 

service. Trying to compete with Chipotle directly counters that strategy.” 

 “The chain’s new customizable burgers take seven to eight minutes to prepare, an eternity in the fast-food industry. 

‘That’s absolutely unacceptable in a fast-food situation,’ Light said.” 

 “The chain is already suffering from a major service slowdown, without the new burgers. The chain’s average drive-

thru wait is 3 minutes 9 1/2 seconds, its longest average wait time in at least 15 years, according to a study by QSR 

Magazine.” 

 “In addition to slowing down service, the new Sirloin burger and customizable sandwiches—which can cost as much 

as $8 or $9—stray from the traditional McDonald’s value offering.” 

 “‘Their value perception is totally confused,’ says Light, who is now chairman of Arcature, a brand-management 

consulting firm. ‘They seem to want the customer they don’t have more than they want the customer they do have. 

To get back on track, Light says, McDonald’s needs to address its two most important issues: ‘hemorrhaging of the 

customer base and the deterioration of the brand.’” 

 

 

 

 

Additional research by Carolyn Marshall, Renee Euchner, Kevin Murphy, Jacqueline Fox, and Sharon Benzoni. 
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