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OVERALL EXECUTIVE SUMMARY

In order for McDonald’s to properly align itself with the forces driving change in the environment it competes in, we started off by identifying the opportunities that exist for McDonalds by scanning its remote environment. We identified three major value drivers within the remote environment that will impact McDonalds’ future strategy. They are: Aging Population, Biotechnology and Public Opinion. These forces will drive changes and shape how McDonalds will do business in the future.

Remote Environment Scanning

Aging Population

Global aging comes from decreasing fertility (that has fallen in every developed country beneath the replacement rate of 2,1) and rising longevity. 

Thirty years from now, almost one in four people in the developed world will be aged 65 years or older.  Food expenditures projections between 2000 and 2020 show that changes in age distribution will have a bigger effect on per capita food expenditures than changes in region of residence or race. 

The aging of the population has two major effects for our industry:

· the emerging of the elderly

· the shrinking of the labor market

The emerge of the elderly will have consequences for governments, businesses and individuals. For McDonalds it means taking into account a shrinking youth target (30% today, 20% in 2050) and addressing the elderly with adequate marketing strategy and new products, more adapted to this target market.
The shrinking labor force will have make it harder to find qualified workers and will increase the labor costs. For McDonald’s it means the company will have to find alternative solutions for the limited workforce, like recruiting seniors and immigrants.

Biotechnology and Nanotechnology processing emergence

Biotechnology holds real potential for the production of new and better drugs for human health, adaptation of crops to better suit the local environments, and making industry cleaner and greener. It is becoming increasingly difficult to imagine an area where biotechnology does not have at least a potential impact. Modern biotechnology has potential applications in the production of food, food processing, and also in the assurance of food quality and safety.

Public concern about health and food safety is one of the main forces driving change.

Even though no scientific tests proved the danger towards human health, opposition (for ethical principles) is and will remain strong. Strong lobbies pressure governments and organizations to forbid GMO. It is important for Mc Donald’s to get involved and invest in this industry in order to control their products. The new technologies will enable to find new ways of producing (increasing productivity and decrease cost involved in the production process).

Public opinion

A growing concern is arising concerning health, nutrition and food safety because the border is reached and it was demonstrated that a heavy consumption of “junk food’” is directly linked with weight and health problems. Lobbyist and anti-globalisation associations use this argument to fight against the company. If McDonalds wants to survive and emerge from this dark picture, they need to listen to consumer needs and wants:  demand for more healthy food, provide more nutrition information, reassure consumers that have lost confidence in food quality with the different food or consumption society diseases (salmonella, chicken flu, BSE etc). Consumers are demanding for: More transparency, Traceability of the food, and Assurance in the food chain.[image: image4.png]



Task Environment Scanning

The three forces driving change may also display a set of cause-effect relationships in the task environment, hence affecting competitors, buyers, suppliers and regulators.
Aging of the population

McDonald’s direct competitors will also be impacted regarding the problems of global aging: a decrease in the number of young customers and an increase in the number of older customers, smaller supply of labor and intensified competition over shrinking sales. However, substitute markets such as full-service restaurants will benefit from this trend. 

For governments, global aging will cause increasing costs of pension and health-benefit programs, destabilizing budget deficits, enormous pressure to reduce benefits, raise taxes — or crowd out spending for defense, infrastructure, education and other vital public services, and reordered political agendas and triggered generational tensions between those who pay and those who benefit.

Biotechnology

Biotechnology will have a direct impact on McDonald’s food supply. Different studies show that GM food is the alternative solution to efficiently meet their goal. Therefore, a big opportunity has been given to a very restricted number of companies to generate GM crops with registered patents. By outsourcing their R&D to a Biotechnology company and controlling their own future patents, McDonald’s can not only reduce their food cost but could also increase the value of their franchise contracts by restricting to their franchisees to buy their own vegetables and meat. 

In addition to the impact of Biotechnology on McDonald’s (if they don’t invest in GM), competitors will have a considerable impact if they failed to control their food supply. Fast food and meat items would be controlled by a restricted number of companies that are going to control the future costs of crops. The second scenario considers McDonald’s being one of the limited numbers of companies that will have the technology. McDonald’s will have the opportunity to even sell its food and meat items to its competitors. The European Community has succeeded in banning the GM food and meat, and all related biotechnology exports. However, these regulations are mainly driven by politics. 

Public opinion

A growing part of consumers changed their perception of the market and are now demanding for more reassurance, security, safety, transparency and information (nutrition and health). This will impact their consumption patterns and McDonald’s will have to adapt to those changing consumers expectations. 

McDonald’s competitors are not directly targeted by public opinion or law suits regarding obesity but they will suffer from any decrease in the market and any additional regulation.
McDonald’s will have to reverse this trend by offering healthier food, providing more nutrition information and reassuring consumers that have lost confidence in food quality.

To be able to do that, McDonald’s will need to have closer relationships with suppliers and a better control over critical information especially for raw material.

Competitive Methods

McDonald’s currently exploits various competitive methods. Regarding the sales directly linked to those competitive methods and the value drivers, we classified them in order of value adding capability for McDonald’s (left side of the table below):

	Current Competitive Methods
	Future Competitive Methods

	· Happy meal for children

· Big Mac as the brand signature

· Drive thru service

· Speed of service 

· Consistency of the product all over the world

· Adaptation to local taste and diversity

· Cleanliness and food safety
	            (based on a forecast up to 2035)

· Investment in biotechnology by creating a joint venture 

· Special menu for the elderly

· Convenience and technology

· Better Access (vending machine and delivery, nano burgers)

· Nano engineered restaurants


In order to maintain McDonald’s global market share, we have determined the competitive methods that the firm will employ in the future and generate the value for the firm in the future (right side of the table above). 

Among our present and future competitive methods, we estimated that the one that will give us the most value is the one concerning Biotechnology. Biotechnology will contribute up to 30% of our sales in 2034.

Biotechnology will be our leading competitive method because it is the one responding the best to the environment: the product will be adapted to aging population, it will also respond to public opinion concern about obesity, health and safety, and it will follow the expanding biotechnology trend.

Since it takes 6 years from the development to the commercialization of a biotechnological product, we based our analysis on a 6 year periods, in other words 5x6 = 30 years.

In order to invest in biotechnology, McDonalds will create a joint venture with a company that has the core competencies in this field. Monsanto for example is considered to be a leader in biotechnology research. Based on Monsanto yearly budget in R&D of $520M we assume that McDonalds has to invest $ 3.30 billion in creating a separate company (joint venture) with, for example, Mansanto. This joint venture will have the duty to perform R&D exclusively for McDonalds. 

According to the demand curve and the comprehensive estimations and assumptions, we computed the cost of capital for McDonalds. After discounting future cash flows with a project cost of capital of 15.89% the net present value of our future competitive method has an IRR of 19.37%. Using the WACC of 15,89% the NPV will show a positive value of $ 1.52 billion.

As this competitive method has shown a positive NPV and a high internal rate of return, we advise McDonalds to invest in Biotechnology in order to keep the competitive advantage of being the leader in the global market in the restaurant industry in the coming 30 years and not loose the opportunity to its growing competitors.

We have demonstrated in this paper that the core competencies are perfectly aligned with this competitive method. This will ensure a competitive advantage in the future with biotechnology since competition does not have the financial power to invest as much in biotechnology.
REMOTE ENVIRONMENT

EXECUTIVE SUMMARY

There are three major value drivers within the remote environment that will impact McDonalds’ future strategy. They are: Aging Population, Biotechnology and Public Opinion. These forces will drive change and shape how McDonalds will do business in the future.

Aging Population

The world stands on the threshold of a social transformation: global aging. In the coming decades, it will place the developed countries to extraordinary economic, social and political stress. But the challenge of global aging transcends its impact on government budgets. It promises to restructure the economy, reshape the family, redefine politics and even rearrange the geopolitical order of the next century. 

The problem of the aging of the population comes from decreasing fertility (that has fallen in every developed country beneath the replacement rate of 2,1) and rising longevity. As opposed to appearances, this is not only a developed country problem but also a developing country one: China, Taiwan, Singapore and other Asian countries will approach developed-world levels of old-age dependency by the middle of the next century.

Particularly in the industrialized countries (like the U.S., Japan and European Countries) we can expect an increase in aging of the population. Thirty years from now, almost one in four people in the developed world will be aged 65 years or older. Also the developing world is aging. Currently it is estimated that there are 540 million elderly (people of 60 years and more) of which 330 million in developing countries. For 2020 it is projected to increase to more that 1000 million (of which 710 million in developing countries).  

Food expenditures projections between 2000 and 2020 show the effects of an aging population. The indications are that changes in age distribution will have a bigger effect on per capita food expenditures than changes in region of residence or race. The shift towards an older age distribution, all other variable held constant, is projected to increase per capita food expenditures just 1 percent over the 20-year period. This effect can be divided into spending on food at home and away from home. Per capita spending on away-from-home food will actually decline by 1 percent due to the aging of the population, other variables held constant, because other people tend to eat away from home less frequently than younger people.  

The aging of the population has two major effects for our industry:

- the emerging of the elderly

- the shrinking of the labor market

Emerging of the elderly:

For GOVERNMENTS, global aging will:

- Vastly increase the cost of pension and health-benefit programs

- Cause some countries to run large, destabilizing budget deficits

- Generate enormous pressure to reduce benefits, raise taxes — or crowd out   

  spending for defence, infrastructure, education and other vital public services

- Reorder political agendas and trigger generational tensions between those who pay and those who benefit.

For BUSINESSES, global aging will:

- Mean higher taxes, rising capital costs, shrinking consumer markets 

- Tighten labor markets, make it difficult to retain top-quality personnel and create   

  incentives to recruit foreigners or move production abroad

- Lead to overcapacity in real estate, construction, retailing and other key sectors

- Intensify competition over shrinking sales — reducing returns on investment and 

  perhaps generating new pressures for capital controls, non-tariff barriers and   

  outright protectionism.

For INDIVIDUALS, global aging will:

- Make today’s revocable government pension promises a risky personal retirement  

  strategy and create a new urgency about saving

- Lead to cuts in promised old-age benefits, delayed retirement and a larger family   

  role in long-term care

For McDonalds it means taking into account a shrinking youth target (30% today, 20% in 2050) and addressing the elderly with adequate marketing strategy and new products, more adapted to this target market.
Shrinking labor force:

Regarding this crucial issue, the lack of qualified workers and the increasing labor costs are major concerns, especially in the restaurant industry.

Impact for McDonald’s : 

- Since there will be less workforce, they will have to increase labor costs to attract them

- Try to find alternative solutions : 

- Recruit seniors

- Recruit immigrants

Biotechnology and Nanotechnology processing emergence

Biotechnology can be defined as any technological application that uses biological systems, living organisms, or derivatives thereof, to make or modify products or processes for specific use.

Biotechnology is impacting profoundly on our world. Among others, it holds real potential for the production of new and better drugs for human health, adaptation of crops to better suit the local environments, and making industry cleaner and greener. As of 2003, the US had 1473 biotechnology companies, Canada 470, Europe 1861, while the Asia-Pacific region had 667. The majority of these companies focus on biotechnology for human health, but applications for biotechnology cover virtually all fields of human inquiry. It is becoming increasingly difficult to imagine an area where biotechnology does not have at least a potential impact. 

The techniques of modern biotechnology are becoming an increasingly important part of the overall effort to improve methods of food production and to increase the variety and quality of foods. Modern biotechnology has potential applications in the production of food, food processing, and also in the assurance of food quality and safety.

Force driving changes: 

Public concern about health and food safety is one of the main forces driving change.

Even though no scientific tests proved the danger towards human health, opposition (for ethical principles) is and will remain strong. Strong lobbies pressure governments and organizations to forbid GMO. 

Control leading to a consistent product in taste and texture. 

Tomorrow’s food will be designed by shaping molecules and atoms. Nanoscale biotech and nano-bio-info will have big impacts on the food and food-processing industries. The future belongs to new products, new processes with the goal to customize and personalize the products. Furthermore, it can help to decrease malnutrition. Control of Biotech is a huge concern while it is still not a reliable science (Consequences can not be measured at this time).

It is important for Mc Donald’s to get involved and invest in this enterprise in order to control their products. Those technologies will enable to find new way of producing (increasing productivity and decrease cost involved in the production process).

Public opinion

A growing concern is arising concerning health, nutrition and food safety because the border is reached and it was demonstrated that a heavy consumption of “junk food’” is directly linked with weight and health problems. Lobbyist and anti-globalisation associations use this argument to fighting against the company.

The problem of obesity is directly linked to McDonalds as is shown in the film “Super Size Me” and has is developed in the book Fast food nation by Eric Schlosser which talks about the dark side of McDonalds.

If McDonalds wants to survive and emerge from the dark side, they need to listen to consumer needs and wants:

· Demand for more healthy food 

· Provide more nutrition information

· Reassure consumers that have lost confidence in food quality with the different food or consumption society deseases (salmonella, chicken flu, BSE etc). Consumers are demanding for:

· More transparency

· Traceability of the food 

· Assurance in the food chain[image: image5.png]



Ecological

	Sub-categories


	Identify the primary sources of information
	Based upon your information sources used, list and briefly describe the key value drivers you believe are important to monitor in understanding the cause and effect relationship with your firm.
	Based upon your analysis of the key value drivers provide your conclusions as to the major forces that will serve to drive change in the next five years.  These conclusions must reflect your forecast for each of the value drivers identified.

	Natural resources
	euractiv.com
wbcsd.ch
world-council-for-renewable-energy.org/
iea.org
wri.org

	value driver: 

Oil price

The oil price has risen dramatically over the past 10 years and its cycle has shortened as well. Today’s price is $49. Whenever oil prices rise, we set about thinking of alternative sources of energy. EU has set the target of increasing the share of renewable energy to 12 per cent of total energy consumption by 2010. These targets correspond to the EU commitments under the Kyoto Protocol. However it will take time before alternative fuels gain importance at a global scale, but at long term companies should start assessing renewable energy such as  all non-fossil sources such as solar and wind.
	Force driving change: 

Benefits of alternative energy

The economic potential of renewable energy will steadily become more cost-effective and therefore more widely available in the wake of further technological development and the shift to the mass production of application technologies, while the costs of conventional energies will increase due to their ongoing depletion and the environmental pollution they cause. The European Commission  recommends to roll out successful support mechanisms such as feed-in-tariffs, green certificates, market-based mechanisms, tax exemptions etc. IEA (International Energy Agency) affirm that countries should address barriers to renewable energy development, promote technical standards, and reduce regulatory impediments to renewable energy trade and investment.

	Water supply and quality
	fao.org
wri.org
oecdobserver.org
worldbank.org
Water in crises: A guide to the world’s fresh water resources


	value driver: 

Water consumption

Human development depends on clean water. Water policies in most nations are failing to protect life's most vital resource. This fact is reflected in growing water shortage and alarming declines in the health of aquatic ecosystems worldwide. More precious than oil, yet routinely wasted, water is arguably the world's most pressing resource issue. 

Assuming that current water consumption patterns continue unchanged, projections show that at least 3.5 billion people—or 48 percent of the world's projected population—will live in water-stressed areas 2025. 


	Force driving change:

Shortage in potable water

Global water consumption rose six fold between 1900 and 1995—more than double the rate of population growth—and continues to grow rapidly as agricultural, industrial, and domestic demand increases. 

There is also a threat to personal health from diseases resulting from new strains of bacteria and viruses.   Should these find their way into the food chain and drinking water, they will directly impact the foodservice industry.  

Water charge levels have been rising in most OECD countries in recent years. Moreover, government budgets have been stretched to the limit, putting upward pressure on charges. And there may be legislative reasons, with EU directives, for instance, demanding tighter wastewater treatment standards.  It is widely known that fast food restaurants are the leaders in water consumption, not only in the restaurants themselves but all the way through the value chain. Fast food restaurants consume on average 6780 liters/ day/ establishment. The fast food industry could easily become a target of criticism because of its consumption level. 

	Air supply and quality
	wri.org
epa.gov


	value driver: 

Air pollution

Air pollution, primarily ozone and acid evidence, is causing extensive damage to vegetation in both Europe and the United States. Unless measures are taken to reduce pollution levels, air pollution problems are going to worsen steadily in the coming decades, leading not only to further forest damage and crop losses but also to disease, water and soil acidification, and decreases in atmospheric visibility. The use of renewable energy can substantially reduce greenhouse gases and other pollutants. The burning of fuels accounts for 90% of smog and acid-rain air pollution and in the US nearly 90% greenhouse gas emissions arise from the burning of fossil fuels. The United States is a major part of the climate problem: with less than 5 percent of the world's population, the United States accounts for about 22 percent of global energy-related CO2 emissions.


	Force driving change: 

Non respect of Kyoto protocol

The Kyoto protocol has not to our understanding yet been signed by major pollutants such as the United States. 

Air quality standards are to be included in government regulations and can create costs for businesses. 

Fast food restaurants need to also ensure its customers clean indoor quality in these locations.  In the future even windows, parking lots and areas affected by sun light might need special filters to minimize the exposure to the unsafe light. 

	Environmental maintenance
	epa.gov
iisd.org
	value driver: 

Tightened environmental laws

New regulation and increased awareness of environmental issues can affect fast food chains expansion plans. For instance France and Spain have adopted regulations concerning real estate development in order to protect the natural environment. 
	Force driving change: 

Sustainable development

The World Commission on Environment and Development defined sustainable development as "development that meets the needs of the present generation without compromising the ability of future generations to meet their own needs". Different communities as well as major businesses are organizing themselves to promote this ideology. People become more environmental oriented and this is a growing concern that needs to be respected. 

	Conservation
	wbcsd.ch
	value driver: 

Pressure from Anti- Mc Donald’s lobby groups

There is no doubt that Mc Donald’s has been over the past decades a victim of criticism. There is a huge pressure from a various lobby groups for Mc Donald’s to improve its approach to environmental issues and sustainable development. They are combating the pressure of corporations’ economic practices, which damage the environment and living conditions.


	Force driving change: 

Economic reality

Economically speaking, change happens when the cost of doing nothing proves unbearably greater than the cost of changing. However, a longer term perspective would be beneficial for sustainable fast food companies. It can be observed that the demands and expectations are increasing for conservation of the environment. 

	Waste management
	earthwatch.unep.net

oecd.org
epa.gov
wasteonline.org.uk
	value driver: 

Amount of waste produced

As the World economy grows so does its production of wastes. For example, US production of hazardous and toxic waste rose from 9 million tons in 1970 to 238 million tons in 1990. Europe produces more than 2.5 billion tons of solid waste a year, and every day the inhabitants of New York throw away approximately 26,000 tons. Both municipal waste and the GDP of members of the Organisation for Economic Cooperation and Development (OECD) have grown 40% since 1980. If the link between growth of waste and the economy is not broken, waste is likely to increase by an additional 70 to 100% by 2020.


	Force driving change:
Mantras “reduce, re-use, and recycle.”
Food service providers face many waste management issues. Solid waste disposal, energy consumption, and waste water make up the majority of environmental challenges that restaurants must address as part of their business operations.

Recycling turns materials that would otherwise become waste into valuable resources. Because recycling is beneficial for human health, the nation's economy, and the environment, many people wonder why the governments (especially the US government) do not yet simply mandate recycling.  


Economic

	Sub-categories


	Identify the primary sources of information
	Based upon your information sources used, list and briefly describe the key value drivers you believe are important to monitor in understanding the cause and effect relationship with your firm.
	Based upon your analysis of the key value drivers provide your conclusions as to the major forces that will serve to drive change in the next five years.  These conclusions must reflect your forecast for each of the value drivers identified.

	Key measures of economic well being

This value driver should be scanned quarterly among all the major markets of McDonald’s.
	Eurostat, OECD, The World Bank Group, PriceWaterHouseCoopers

Economist .com


	value driver: 

Gross Domestic Product (GDP)
It is a measure for the economic activity. It is defined as the value of all goods and services produced less the value of any goods or services used in their creation. The calculation of the annual growth rate of GDP at constant prices is intended to allow comparisons of the dynamics of economic development both over time and between economies of different sizes.

Brief outlook on the key value drivers:

Real GDP in the Unites States is projected to grow by 3,6% in 2005 and 3,0% in 2006. Euroland growth is expected to remain at around 1.75% in 2005, similar to 2004, before picking up slightly to around 2% in 2006. The German economy remains fragile, with a growth of only 1.5% in 2005 and 1.75% in 2006. French and Italian growth is expected to be only slightly stronger at around 1.75% in 2005 and around 2% in 2006.

 China’s GDP is expected to grow by 8.5 percent in 2005 and to maintain a rapid growth in 2006 and 2007.


	Force driving change: 

Country’s economic growth
Risks to Euroland growth are weighted to the downside at present, both because of fragile domestic demand and due to the risk of a faster than expected deceleration in global economic growth and a further rise in the euro over the next year. But growth could also be more rapid than projected if oil prices fall significantly and the global economy regains momentum.

Underlying Euroland inflation is expected to remain below 2% over the next year, excluding oil price effects, allowing the ECB (European Central Bank) to keep interest rates on hold for the remainder of 2005. 

The three largest new EU member states (Poland, Czech Republic and Hungary) are all expected to sustain relatively strong growth rates in 2005 and 2006.



	Economic cycles

This value driver should be scanned quarterly among all the major markets of McDonald’s.
	International Monetary Funds , conference-board.org, bloomberg. com
	value driver: 

Consumer Confidence Index (CCI):
A survey by the American Conference Board that measures how optimistic or pessimistic consumers are with respect to the economy in the near future. 

The idea is that if the consumers are optimistic, they will tend to purchase more goods and services. This increase in spending will inevitably stimulate the whole economy. 

Brief outlook on the key value driver:

The Index now stands at 97.7 (1985=100), down from 103.0 in March. The Expectations Index declined to 87.2 from 93.7.

The Consumer Confidence Survey is based on a representative sample of 5,000 U.S. households. In Germany CCI decreased by 0,1%, in France by 0,2% and in Spain by 0,3%.
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	Force driving change: 
Consumption

The Consumer Confidence Index measures how consumers feel about the upcoming six months and their plans to make purchases (or not). 

Consumer spending accounts for roughly two-thirds of the economy. When consumers are reluctant to spend, the economy is affected and when they open their pocket books, the economy moves. The more confident consumers are about the economy and their own personal finances, the more likely they are to spend. With this in mind, it's easy to see how this index of consumer attitudes gives insight to the direction of the economy.

This index will give you an idea of where consumer spending is headed in the future. 

As one piece of information, consumer sentiment is a predictor of how certain industries may do in the coming months. 

At McDonald's MCD, international operations are growing at a fast clip while domestic operations are growing only slightly. 

Adding sales in new geographic areas can not only make a company more profitable, it can sometimes protect a company from economic downturns. If one country is in an economic slump, another area may be booming and could offset disappointing results elsewhere.

As the economic cycle moves along, international sales can help, because foreign countries often have a different economic cycle than the U.S. market. Overall, a diversified company's results should be more stable than a no diversified company's results. 

	Monetary/fiscal policy

This value driver should be scanned semi-annually among all the major markets of McDonald’s. This measure seems to have a local impact today but might be spread among OCDE countries soon if obesity is till increasing.
	usatoday.com, money.cnn.com, news.bbc.com, and more than 7 130 000 results on search engines.

OCDE Observer
	value driver: 

Fast Food TAX 

Kilpatrick, mayor of Detroit, wants to ask voters to approve a 2% fast-food tax — on top of the 6% state sales tax on restaurant meals in the United States.

Brief outlook on the key value driver:

Faced with a $300 million budget hole, Mayor Kilpatrick is hoping people in this already heavily taxed city won't mind forking over a few extra cents for their Big Macs and Whoppers. The tax is the brainchild of Mayor Kwame Kilpatrick who is seeking solutions to the twin problems of an expanding gulf in the city's finances and an increasingly obese workforce. 

In New York, Assemblyman Felix Ortiz has proposed a 1% tax on junk food, video games and TV commercials to fund anti-obesity programs. Nutritionists advocate fast food tax to stem diabetes epidemic in Vancouver, Canada. California is heading is this direction. Obesity is a growing problem in OECD countries, OECD Health Data 2003 shows. Its prevalence varies from country to country, from a low of 3% of the population in Korea and Japan in 2001, to a high of 31% in the United States in 1999. To tackle excessive consumption of tobacco or petroleum products, economists usually recommend increased taxes to reduce consumption. 
	Force driving change: 

Lobbying from the consumers and the fast food industry
Restaurant owners say the tax is punishing those who have brought in revenue, and economists say the tax would present an unfair burden to the young and elderly, the primary consumers of fast food in the United States. City officials of Detroit are still working on a way to define which restaurants would fall under the nicknamed "fat tax."

The Slow Food Movement and supporters of the fat tax are up against the millions of dollars big companies spend persuading consumers — from a very young age — that they need fast food.



	Capital market behaviors

This value driver should be scanned daily among all the major markets of McDonald’s.
	US Federal Reserve, Reuters, Bloomberg, The World Bank Group
	value driver: 

Interest Rates
Brief outlook on the key value driver:

Real interest rates abroad react endogenously, rising by somewhat less than in the United States.

Growth in the United States slows by about 1 percentage point in 2005 compared with the baseline and by 2 percentage points in 2006, but a recession is avoided.

Slower growth in the United States dampens the expansion in global trade. As a result, growth in developing economies slows by about 1 percentage point in each of 2005 and 2006.

Japan 0%, FED, ECB
	Force driving change:

Investor's appetite for risk might lead to globally higher interest rates
The most important risk is that both short-term and long-term interest rates rise by more than projected. 

Several distinct but related factors contribute to this risk. Investors would demand higher rates before taking on more debt or additional risk.

Higher U.S. interest rates would likely put upward pressure on interest rates in other countries as well.

Arch Advantage (Merrill Lynch), Banco Popular, Eagle Franchise Funding, GE Capital, Golden Mac and Three Pillars (Sun Trust) are McDonald's lending program providers targeting franchisees all over the US. They propose daily interest rates that will impact the investors. (Interest Rates are as of 05/24/2005 from 4.59% to 4.90%)

	Trade and industrial policies

This value driver should be scanned quarterly among all the major markets of McDonald’s.
	World Trade Organization, Federal Trade Commission, OECD, IFM, The World Bank Group
	Japan, the United States and the European Union have made significant strides in building and harmonizing advanced competition and intellectual property laws and enforcement systems. The laws and the policies of these jurisdictions reflect recognition of the fact that innovation and competition are the twin engine of progress.

value driver: 

Balance of payment
Balance of payment data record the flows of goods, services and finance between an economy and the rest of the world.

Brief outlook on the key value driver:

Global exports are projected to grow by 90% from 1995 to 2020, measured in 1995 US$. US Exports are expected to increase by 2.8% annually between 1995 and 2010 and by 2.3% between 2010 and 2020.

Corresponding export growth rates for OECD countries are 2.4% in 1995 to 2010 and 1.7% in 2010 to 2020. They will surpass projected GDP growth rates throughout the projection period. The highest export growth rates are expected in non-OECD regions, such as China and East Asia.
	Force driving change: 

Globalization
Globalization – the growing integration of economies and societies around the world – has been one of the most hotly-debated topics in international economics over the past few years. Rapid growth and poverty reduction in China, India, and other countries that were poor 20 years ago, has been a positive aspect of globalization. But globalization has also generated significant international opposition over concerns that it has increased inequality and environmental degradation.

The reach of globalization has lead to economic liberalization during the last 20 years in China and India, as well as the collapse of the Soviet Union, and the worldwide information technology revolution.  Through the next 15 years, it will sustain world economic growth, raise world living standards, and substantially deepen global interdependence.

	Labor markets

This value driver should be scanned yearly among all the major markets of McDonald’s.
	Bureau of Labor Statistics, Eurostat, International Labor Organization
	value driver:

Labor force average growth
The growth in the labor force will be impacted by the growth in the population.
Brief outlook on the key value driver:

Besides Africa (2,5%) and Asia(2,5%), the growth is less than what is likely to be required to meet the job growth needs in many industries especially in Europe (0,51%). 

Globally, the labor force average growth will increase by 1,6% yearly. 

While demographic developments will continue to sustain growth in the United States, ageing will tend to slow the expansion of GDP per capita in Japan, France and Germany. Relative to a situation with a stable age-structure of the population, the ageing-induced drag on GDP per capita in these countries will be on average -0.2 to -0.3 percentage points of growth per annum during the next half century. As a result, ageing will tend to widen GDP per capita gaps relative to the United States from around 25% currently to over 30% by 2050. 
	Forces driving change: 

Demographic factor
Labor shortage problem in developed countries will be the basic demographic shifts occurring over the past year. Immigration has provided a good source of employees especially in the food service industry. 12% of foodservice employees are foreign-born compared to 8% of all other occupations.

Labor utilization
The lower levels of labor utilization in Europe compared with the United States are partly due to high levels of unemployment and shorter working hours (35 hours per week in France). They are also due to relatively large numbers not participating at all in the labor market: in the European Union about 30% of the working-age population is neither in employment nor seeking work, compared with less than 25% in the United States. 

	Income distribution

This value driver should be scanned quarterly among all the major markets of McDonald’s.
	globalpolicy.org, CIA World Factbook, Eurostat, WTO, OECD
	While booming stock markets, giant mergers and frantic financial speculation provide huge rewards to a tiny minority, the majority of the world's people are not enjoying much benefit from the neoliberal system of growth and development. For many, in fact, living standards have stagnated or declined, while the burdens of work and insecurity have grown.

value driver: 

Income per Capita
The per capita income for an area may be defined as the total personal income in an area, divided by the number of people in that area.

Brief outlook on the key value driver:

Some national per capita income levels: A ranking of the top ten countries by per capita income (in US dollars):

-Luxembourg $55,100 

-Norway $37,800 

-United States $37,800 

-Bermuda $36,000 

-Cayman Islands $35,000 

-San Marino, $34,600 

-Switzerland $32,700 

-Denmark, $31,100 

-Iceland $30,900 

-Austria $30,000 

Among the lowest-ranked are East Timor, Sierra Leone and Somalia, with a per capita income of about $500.
	Force driving change:

Increase in income disparity
Our economy is marked by a very uneven distribution of wealth and income. For example, it is estimated that 28% of the global net wealth is held by the richest 2% of families in the U.S. The top 10% holds 57% of the net wealth. If homes and other real estate are excluded, the concentration of ownership of financial wealth is even more glaring.

Even though personal income inequality remains a major focus of interest for policy-making, the problem is still present.

Today’s vast differences in living standards between the richest and poorest countries in the world reflect sustained differences in rates of economic growth that have made the difference between development success and failure. Important reasons for this exclusion are weak governance and policies in the non-integrating countries (in OECD), tariffs and other barriers that poor countries and poor people face in accessing rich country markets, and declining development assistance.




Political

	Sub-categories


	Identify the primary sources of information
	Based upon your information sources used, list and briefly describe the key value drivers you believe are important to monitor in understanding the cause and effect relationship with your firm.
	Based upon your analysis of the key value drivers provide your conclusions as to the major forces that will serve to drive change in the next five years.  These conclusions must reflect your forecast for each of the value drivers identified.

	Governments
	Freedomhouse.org
wmd.org
worldaudit.org
ned.org
	KEY VALUE DRIVER:
Freedom in the World
The Freedom in the World survey provides an annual evaluation of the state of global freedom as experienced by individuals. Freedom House measures freedom according to two broad categories: political rights and civil liberties. The survey both analytical reports and numerical ratings for 192 countries. Each country is assigned a numerical rating which is calculated based on a rating scale from 1 to 7. A rating of 1 indicates the highest degree of freedom and 7 the least amount of freedom.

2004 surveys have showed that 49 countries (25%) are not free, 55 countries are considered as partly free (29%) and 88 countries were rated free countries (46%). The global trend for the last 30 years has proved that the free countries have doubled. And this was mainly due to the collapse of the Soviet Union.
	FORCE DRIVING CHANGE:
Political stability

Political stability will have a big impact on national economies as well as regional economies. Transparent government will enhance investment and enable Foreign Direct Investment. In addition, political stability is a driving change to increase unilateral agreements as well as regional agreements. Thus, regulations and laws could be unified toward free trade between countries and disable boundaries.

 

	Laws
	washingtontimes.com
ific.org
	KEY VALUE DRIVER:
Cost of Obesity lawsuit

A number of legal notices have been sent out to several companies in the $1 trillion US food industry, and a New York lawyer unsuccessfully filed two lawsuits against fast-food giant McDonald's Corp. for contributing to his plaintiffs' obesity and related health problems.

The increasing number of lawsuits will impact on the insurance liabilities for food products. In addition, lawsuits will have a direct impact on economies as it is mentioned that in the US the tort system cost $233 billion in 2002, $809 per us citizen. This figure will rise but at a slower rate if obesity lawsuits were eliminated.
	FORCES DRIVING CHANGE:
Information Disclosure on food product

The consumer lacks information on the impact of food products. Companies have the duty to disclose transparent information as well as warnings that could prevent them from lawsuits.

Investment in other type of food products

By investing in biotechnological food products, the obesity can be reduced by healthier products. Different studies have showed that GM food items can be free cholesterol, low fat as well as increase of antioxidant for tomatoes and higher vitamin for vegetables and fruits. 

	Regulations
	trade.gov
un.gov
oecd.gov
imf.gov
	KEY VALUE DRIVER:
Good governance
The trend is to establish a single regulation of good governance for the emerging countries.

Good governance program has been enhanced by the IMF as well as the OECD in order to unify the regulation of international trade.


	THERE WILL BE THREE MAIN FORCES DRIVING CHANGE AS FOLLOWS:
· Transparency through Business Ethics and anti-corruption

· Accountability in Corporate governance

· Protection of intellectual Property Rights

The three forces will enable global companies to decrease their risk in investing internationally. Furthermore, a unified regulation between countries would provide better transparency of each market.

	Lobbying
	publicintegrity.org/lobby
	KEY VALUE DRIVER:
Number of fast food lobbyists

In the US market there is one major lobbyist called Fenner Gray & Associates. Since 1998, this firm has had six clients. In 2003, the last full year for which data is available, it had two clients. It has employed five lobbyists since 1998 (five during 2003) of whom none formerly worked for Congress or the federal government.


	FORCE DRIVING CHANGE: 
The need of  government influence

Lobbying is the driving change in the US politics. Companies can have an influence on government decisions by lobbying into groups with different interests in order to achieve a common goal. The US legislation allows companies to lobby in a transparent environment. However, in other countries lobbying could be considered as non good governance. It is still shown that lobbying with foreign governments exists. This lobbying is mainly with special government accounts in US Banks.

	Judicial
	droitcivil.uottawa.ca
	KEY VALUE DRIVER: 

Restricted number of international legal systems

There are five major legal systems in the world: 

· civil law (roman heritage, systematic codification)

· common law (based on English common law, case law)

· customary law (based on religions and or spiritual or philosophical traditions)

· muslim law (religious in nature and based on the Sharia, usually limited to personal status)

· mixed systems (hybrid or composite)

The data set shows that the main representative laws around the world are the Civil law at 25.87% and the mixed systems with civil laws at 18.90%. However, the Muslim law accounts only for 0.58% 

 
	FORCE DRIVING CHANGE: 
Pressure of international trade agreements

In a globalized market with bilateral and pluri-lateral trade agreement, governments have the pressure to co-align their law to a single and unified law. EU has imposed to Middle Eastern countries unified regulations and laws for a pluriteral trade agreement.

In addition, China had to readjust the customary law to a mixed system with civil law. 


Socio-cultural

	Sub-categories
	Identify the primary sources of information
	Based upon your information sources used, list and briefly describe the key value drivers you believe are important to monitor in understanding the cause and effect relationship with your firm.
	Based upon your analysis of the key value drivers provide your conclusions as to the major forces that will serve to drive change in the next five years.  These conclusions must reflect your forecast for each of the value drivers identified.

	Demographics
	earthtrends.wri.org

undp.org
foia.cia.gov/2020/2020.pdf
csis.org/gai/GlobalAging.pdf
oecd.org
csis.org

	Value driver: 
Share of the elderly in the global population

Thirty years from now, almost one in four people in the developed world will be aged 65 or older.

The elderly never amounted to more than 2 or 3% of the population. Today, in the developed world, it amounts to almost 15% (540 million).  By the year 2030, it will be nearing 25% and may be closing in on 30% in some of the fast-aging countries of continental Europe.
The developing world is aging as well. Several major

countries in East Asia - including China, Taiwan, Singapore and both Koreas - are projected to approach developed-world levels of old-age dependency by the middle of the next century.[image: image7.emf]

	Force driving change:
Global aging of the population
Global aging is the result of two fundamental demographic forces: falling fertility (2.02 in 2050 as opposed to 2.4 today) and rising longevity (65 years today, a forecasted 75 years for 2050). 
It is crucial that McDonald’s adapts and even anticipates this trend since the elderly are not a primary target market.

This trend will have fiscal and societal implications: 

* A vast increase of the cost of pension and health-benefit programs for government
For firms, it means:

* The emergence of new demand patterns with products more adapted to the elderly
* Tighten labor markets and changing work patterns, including midlife retraining and later retirement. 

	Culture/language
	medioambiente.gov.ar
oecd.org 

un.org
	Value driver : 
Number of spoken languages around the world

In today’s world, there exist approximately 6,000 spoken languages. However, this figure is expected to plummet to 3,000 by the year 2100.

This trend is explained by a contemporary phenomenon: globalization or the fact that cultures and human societies are mixing and tend to create a global culture or society. 


	Forces driving change :
The spread of a global culture
The mixing of cultures is going faster and faster. The advent of communication and transportation systems has increased the accessibility of this global culture to almost everyone. American and European produced content is increasingly dominating entertainment around the world.
A real issue is to guess what will be the language of tomorrow… Chinese? Spanish? English? (on alexa.com, the top 500 sites shows that the majority of internet websites are Asian ones).



	Psychographic
	religioustolerance.org
CIA

wnrf.org/cms/statuswr.shtml
	Value driver :

number of religious adherents 
There are 19 major world religions which are subdivided into a total of 270 large religious groups, and many smaller ones. The number of religious adherents will grow from 1 to 2% till 2025 (2,5 billion Christians, 1,8 billion Muslims, 1 billion Hindus).
By 2020, China and Nigeria will have some of the largest Christian communities in the world, a shift that will reshape the traditionally Western based

Christian institutions, giving them more of an African or Asian or, more broadly, a developing world face.


	Forces driving change : 
A growing spiritual movement and the quest for new values
Social transformation characterized this century along with an erosion of values. The aging population is initiating a reflection on the effectiveness of institutions (family, church, government…) reinforced by spreading images of inequities (thanks to information means), and a growing awareness of a too consumption oriented society.
People express this need for new values through religion: over the next 15 years, religious identity is likely to become an increasingly important factor in how people define themselves. Trends seem to point toward growing numbers of converts and a deepening religious commitment by many religious adherents.

For firms, this means that workers will have higher expectation for integrity, honesty and a social conscience. 


	Social change
	un.org/womenwatch/
Food Review (Spring 2002)

ers.usda.gov

foia.cia.gov
laborsta.ilo.org/cgi-bin/brokerv8.exe
Forces driving change in the casual theme restaurant industry M.D. Olsen
	Value driver :

part of women in the workforce
The “two income” household was a motivation after world war II to get a better life.
Today, 39.9% of women are working (57% for men). This rate will increase in 2010 to 41%.

But, at this date, UN and World Health Organization data suggest that the gender gap will not have been closed even in the developed countries and still will be wide in developing regions. Although women’s share in the global work force will continue to rise, wage gaps and regional disparities will persist.
	Forces driving Change:
Increasing role of women in society 
Women will grow in the level of influence they have be it in the world of work or at all levels of industry involvement. By 2020, women will have gained more rights and freedoms—in terms of education, political participation, and work force equality—in most parts of the world

The consequences of this trend are:
* A need to reorganize work for women (flextime and variable task assignments)

* New eating and drinking habits (with time-stretched schedules, evolution of the demand for food away from home)
* New products that maximize time, convenience and value

	Public opinion
	atnriae.agr.ca/asia/f3292.htm

medioambiente.gov.ar

who.int
foodsafety.gov/
fao.org
foia.cia.gov
un.org
food.gov.uk
unctad.org
Fast food nation by Eric Schlosser
	Value driver : 
Obesity index

Currently, an estimated 17.6 million children under five are estimated to be overweight worldwide and more than 1 billion adults are concerned as well (at least 300 million of them being clinically obese). 

While the U.S., with 65% of adults overweight, is the world leader in fat people, the obesity epidemic is not restricted to industrialized societies; this increase is often faster in developing countries than in the developed world according to World Health Organization. Even in relatively low prevalence countries like China, rates are almost 20% in some cities. 


	Forces driving change:
The consumer’s concern for health and well-being

Consumer concerns regarding weight, nutrition and food security are high and rising and significantly influence their purchase decisions.

* The demand for healthy food and nutrition information are increasing. Since women are nutritional gatekeepers in many countries, boosting their status is a big step toward improving national nutrition
* Food safety is also a major concern

Confidence in food quality has been challenged in recent years (salmonella, BSE and Creutzfeldt Jakob disease, chicken flu…). Consumers are demanding more transparency, traceability and assurance in the food chain. These requirements will increase in the future especially with the development of food containing genetically modified organisms (GMO).

	Education
	uis.unesco.org

earthtrends.wri.org

un.org
oecd.org
	Value driver: 
Illiterate adults rate (more than 15 years old)
The number of illiterate adults is defined as the persons aged 15 years and over who cannot both read and write with understanding a short, simple statement on their everyday life.

This represents 13% of the global population today and will drop to 10% in 2015.
This indicator is key because it has consequences on the economic development of a country. 
	Forces driving Change: 
The development of education 
* Education: as OCDE underlines it, the aim of education is to assist members and partners to achieve high quality lifelong learning for all that contributes to personal development, sustainable economic growth and social cohesion. Education has long been regarded as the primary solution to poverty.
* Technology spread helps in enhancing the education level.

	Nationalism
	global-challenges.org/13ethnicity-nationalism.html
Maping the global future (NIC)
	Value driver: 
Growth of terrorism
The key factors that spawned international terrorism show no signs of abating over the next 15 years. Experts assess that the majority of international terrorist groups will continue to identify with radical Islam. The revival of Muslim identity will create a framework for the spread of radical Islamic ideology.
Studies show that Muslim immigrants are being integrated as West European countries become more inclusive, but many second- and third-generation

immigrants are drawn to radical Islam as they encounter obstacles to full integration and barriers to what they consider to be normal religious practices.


	Forces driving Change:

Anti Americanization
Anti-globalization and opposition to US policies could cement a greater body of terrorist sympathizers, financiers, and collaborators according to CIA. US have publicly declared war on terrorism. Terrorists already have specified the US information infrastructure as a target and currently are capable of physical attacks that would cause at least brief, isolated disruptions.

The United States and other countries throughout the world will continue to be vulnerable to international terrorism. Terrorist campaigns that escalate to unprecedented heights are one of the few developments that could threaten globalization.




Technology

	Sub-categories


	Identify the primary sources of information
	Based upon your information sources used, list and briefly describe the key value drivers you believe are important to monitor in understanding the cause and effect relationship with your firm.
	Based upon your analysis of the key value drivers provide your conclusions as to the major forces that will serve to drive change in the next five years.  These conclusions must reflect your forecast for each of the value drivers identified.

	Communication systems
	ipsos.com

Skype.com

internetworldstats.com
etforecasts.com
	value driver:

Internet usage rate

Five years after the bubble burst, global Internet population continues strong growth with a 19% average year-after-year growth.

The world penetration rate in 2005 is 13.9% (Nielsen//NetRatings 03/20/2005)

2001

2004

2007

Worldwide Internet Users (#M)

544

945

1,466

Wireless Internet Users (#M)

102

328

810

Wireless Internet User Share (%)

18.9

34.7

55.2


	Force driving changes: 

Accessibility of information
The future for companies in the service industry relies on their competence to use the internet has an effective marketing and selling tool.

As a result, Internet is the key to future success for most of the service companies. Companies have to maximize the potential of their web-site, by designing it accordingly to the customer expectations and needs.

And more than ever in the restaurants industry the use of internet as a distribution channel (E-commerce).

The Internet is a powerful tool for many reasons:

* Communicate on their product (e-mailing,  information, newsletter, survey)

*  Low cost tool compared to billboards and traditional media

* Use of Wireless technology to capture the customer by sending messages via Internet/Bluetooth

* Telecommunication via the internet is also becoming very important and could quickly replace videoconference.

	Transportation systems
	iea.org

	value driver:

Growth of  worldwide transportation systems

The IEA (Internal Energy Agency) projects that the worldwide use of oil in transport will nearly double between 2000 and 2030, leading to a similar increase in greenhouse gas emissions. Biofuels, such as ethanol, biodiesel, and other liquid and gaseous fuels, could offer an important alternative to petroleum over this timeframe and help reduce atmospheric pollution.


	Forces driving changes: 

Environment concern 

Transportation safety
Use of new technologies in transportation systems such as monorail and computerized cars are going to decrease traffic congestions and increase safety in the next years. 
Fastfood companies should therefore reconsider their location worldwide. 

Restaurant should develop and adapt their logistic infrastructure in order to decrease pollution and use of fossil energy.

	Safety and security
	ifccfbi.gov (Internet Fraud Complaints center)
	value driver:

Online Crime

Online virus, hacking, spam, Internet scam, ID theft, are all online crime or security breach of the internet.

From January 1, 2004 – December 31, 2004, there were 207,449 complaints filed online with IC3 (Internet Fraud Complaints center annual report). This is a 66.6% increase over 2003 when 124,509 complaints were received.
	Force driving changes: 

Regulation and control

As usage of internet grows, online crime is expected to increase.  Even with the improvement in technology and new security tools present on the market, controlling online crime will still be a big concern.



	Food

nutrition

packaging
	en.wikipedia.org
info.gov.za/
oecd.org
	value driver:

Biotechnology and Nanotechnology processing emergence

Definition: Any technological application that uses biological systems, living organisms, or derivatives thereof, to make or modify products or processes for specific use.

The techniques of modern biotechnology are becoming an increasingly important part of the overall effort to improve methods of food production and to increase the variety and quality of foods. Modern biotechnology has potential applications in the production of food, food processing, and also in the assurance of food quality and safety.

As of 2003, the USA had 1473 biotechnology companies, Canada 470, Europe 1861, while the Asia-Pacific region had 667. The majority of these companies focus on biotechnology for human health, but applications for biotechnology cover virtually all fields of human inquiry. It is becoming increasingly difficult to imagine an area where biotechnology does not have at least a potential impact. 
	Force driving changes: 

Public concern

Control

Tomorrow’s food will be designed by shaping molecules and atoms. Nanoscale biotech and nano-bio-info will have big impacts on the food and food-processing industries. The future belongs to new products, new processes with the goal to customize and personalize the products. Furthermore, it can help to decrease malnutrition. Control of Biotech is a huge concern while it is still not a reliable science (Consequences can not be measured at this time).

It is important for Mc Donald’s to get involved and invest in this enterprise in order to control their products. Those technologies will enable to find new way of producing (increasing productivity and decrease cost involved in the production process).

	Computing
	wikipedia.org
ubiq.com
	value driver:

Emergence of ubiquitous computing (pervasive computing)

One of the goals of ubiquitous computing is to enable devices to sense changes in their environment and to automatically adapt and act based on these changes based on user needs and preferences. Some simple examples of this type of behavior include GPS-equipped automobiles that give interactive driving directions and RFID store checkout systems (Radio Frequency Identification).


	Force driving changes: 

Affordability in new technologies
The Ubiquitous computing is growing at a large rate. In the future, devices will exchange information constantly with the environment. 

In a close future these devices will be so small that it will be invisible for the human to see them. 

We could imagine in the future the use of robots for production and guest service, recognizing products via tags using RFID.
Computers are everywhere

Electronics are getting tiny

Computer move and access a lot of information, do very complicated tasks and all in real time.

Interactive systems

	Software/multimedia
	mindfully.org
pcworld.com
usatoday.com
	value driver:

Usage of Individual software
Appearance of predictive software

The emergence of predictive software will change how companies can manage production and sales. 

Seven restaurants are using the beta version of this kind of “intelligente”software.


	Force driving changes: 

Production control and waste management

With the increasing use of data mining and data warehousing, companies in the future will be able to know accurately what customer are expecting and predict in advance their consumption needs.

Fast food chains will have devices on their roof counting the cars parked and will be able to regulate their production during pick hours. Integrated software link to these new devices will enable companies to control and manage precisely their needs.
Improvement of  interface between Human and computer (spoken Word)

	Energy systems
	oecdobserver.org 

iea.org
	value driver:

Energy consumption savings

As energy needs are increasing, technologies allowing measurement, monitoring and analysis of energy consumption are set up.

Systems record the major energy consumption (electricity, natural gas, thermal) at the building or process level and transmits the data across LAN, WAN or wireless networks for analysis and control purposes.

Experts believe an energy savings of 10 to 20% per year or more can be achieved by identifying operation and maintenance modifications through monitoring systems
	Force driving changes: 
Increasing use of technology for energy consumption savings

Since energy resources are getting less easy to find and since it is one of the first cause of pollution, lowering and getting more efficient with energy is a strong key issue for companies in the coming years.

Monitoring and improving new energy systems in order to save energy and use it in most part of the world is already and will be one of the most important worry of government and industries. 



	Architecture

Facilities

design
	eere.energy.gov
	value driver:

Building automation control growth(Smart Building)

Over the past 20 years, computerized controls have gained popularities in our homes.  

The network is made up of a number of small computers distributed around the building to control devices, and exchange information.  They are linked by a dedicated cable or by sending signals through the main electricity cables.
	Force driving changes: 

Security

The number of smart buildings is going to grow with the development of technology linked to its affordability. More and more buildings will need to offer these features in order to adapt to the demand.

Restaurant would offer more security, more energy savings and more adaptation to guest needs, like change the atmosphere according to the demand.


TASK ENVIRONMENT

EXECUTIVE SUMMARY
There are three major forces within the remote environment that will impact McDonald’s strategic plans. They are aging of population, biotechnology and public opinion. These three forces may also display a set of cause-effect relationships in the task environment, hence affecting competitors, buyers, suppliers and regulators.
I- Aging of the population

As identified in the remote environment, the aging of the population will place countries to extraordinary economic, social and political stress. The challenge of global aging transcends its impact on government budgets. It promises to restructure the economy, reshape the family, redefine politics and even rearrange the geopolitical order of the next century. 

For McDonald’s, global aging means:

- a decrease in the number of young customers (30% today, 20% in 2050) and an increase in the number of older customers. They will need to adapt their products and their services to this market. The key value drivers for this population are different: they are more demanding in terms of quality; they are looking for more diversity, convenience, health and adapted products (size, taste, texture but also easy-to-read menus and comfort)

- Smaller supply of labor, making it difficult for McDonald’s to retain top-quality personnel. As a consequence, McDonald’s needs to create incentives to recruit foreigners or move production abroad. Regarding this crucial issue, the lack of qualified workers and the increasing labor costs are major concerns.

- Intensified competition over shrinking sales - reducing returns on investment will perhaps generate new pressure for capital controls, non-tariff barriers and outright protectionism.

The direct competitors will be impacted at the same scope. However, substitute markets such as full-service restaurants will benefit from this trend. According to studies, the aging population will decrease the spending on fast food by about 2% per capita in 2020 because older people tend to eat away from home less frequently than younger people.  

For governments, global aging will:

- Vastly increase the cost of pension and health-benefit programs

- Cause some countries to run large, destabilizing budget deficits

- Generate enormous pressure to reduce benefits, raise taxes — or crowd out spending for defense, infrastructure, education and other vital public services

- Reorder political agendas and trigger generational tensions between those who pay and those who benefit.

II- Biotechnology
Biotechnology will have a direct impact on McDonald’s food supply. Even if McDonald’s is considered the world leader in the QSR for their control over their food supply, the analysis of the remote environment has shown a new trend in biotechnology for the global agricultural industry. In addition, McDonald’s is the first consumer of beef in the US market. The different studies held by Biotechnology companies and supported by reputed organizations such as FAO and the millennium program of UN to reduce poverty in Africa, show that GM food is the alternative solution to efficiently meet their goal. Therefore, a big opportunity has been given to a very restricted number of companies to generate GM crops with registered patents. This restricted number of companies is going to have a control on the global supply for food and derivatives. McDonald’s would have to buy the different crops every year and this will have a direct impact on their food cost. In addition, Biotechnology provides farmers to produce and control their food composition at very warm weather area at a consisted level. Therefore, McDonald’s would adjust its menu items at the raw material stage. Consistency of taste, better preservation of food and adjustment of ingredients to meet customer expectations are some of the major impacts on the McDonald’s product. By outsourcing their R&D to a Biotechnology company and controlling their own future patents, McDonald’s can not only reduce their food cost but also could increase the value of their franchise contracts by restricting to their franchisees to buy their own vegetables and meat. Oil price will have little impact on food cost as farms will be close to every outlet. Small farms can have bigger productivity with GM food.

Both remote and task environment have shown a change pattern in consumer behavior to healthier food. Biotechnology companies have been the pioneer to notice the health concern for the future aging population. In order to have control on the global agriculture market they have intensified their research and development to attract public opinion to their business. Cholesterol free, low fat ingredients and decrease of the fertilizers are the main drivers that are used to attract future customers to GM food.

In addition to the impact of Biotechnology on McDonald’s (if they don’t invest in GM), competitors will have a considerable impact if they failed to control their food supply. Fast food and meat items would be controlled by a restricted number of companies that are going to control the future costs of crops. 

The second scenario considers McDonald’s being one of the limited numbers of companies that will have the technology. McDonald’s will have the opportunity to even sell its food and meat items to its competitors.

The European Community has succeeded in banning the GM food and meat, and all related biotechnology exports. However, these regulations are mainly driven by politics. In fact, European countries have worked out a standard plan of agriculture program to compete the American exports. Regulations are not expected to expand to the entire world. In fact, the Asia Pacific constitutes for the entire players the biggest potential market. The Asia Pacific market and especially China have been open to the new regulation of free trade.
III- Public opinion

A growing concern is arising concerning health, nutrition and food safety because the border is reached and it was demonstrated that a heavy consumption of “junk food’” is directly linked with weight and health problems. A growing part of consumers changed their perception of the market and are now demanding for more reassurance, security, safety, transparency and information (nutrition and health). This will impact their consumption patterns and McDonald’s will have to adapt to those changing consumers expectations. 

The fast food market has reached a mature stage in the US and the yearly market growth is under 1% (as opposed to the global growth trend).

McDonald’s is directly associated with the obesity problem. The other competitors are not directly targeted by public opinion or law suits but they will suffer from any decrease in the market and any additional regulation.

McDonald’s is really the symbol of the fast food and globalization in the world. Therefore, they will have to reverse this trend:

If McDonalds wants to survive and emerge from the dark side, they need to listen to consumer needs and wants:

· offering healthier food 

· providing more nutrition information

· reassuring consumers that have lost confidence in food quality

To be able to do that, McDonald’s will need to have closer relationships with suppliers and a better control over critical information especially for raw material..

Regarding regulators, the US Food and Drug Administration has announced new regulations. From January 1st 2006, the nutrition information will have to be disclosed on every food product. 

Besides the personal responsibility a food consumption act was passed in March 2004 blocking consumers from caring out allegations.

Domain Definition

· Elements of domain:

· Geographic market area

McDonald's is the leading global foodservice retailer with more than 30,000 local restaurants serving nearly 50 million people in more than 119 countries each day. However each outlet takes advantage of a local attraction: Customers are going in their neighborhood restaurant or near their working place and hardly ever travel more than two to five miles to find a McDonald’s place.
· Segment defined by competitive methods made up of the mix of product and service attributes

McDonald’s has established itself as the leader in the sandwich segment and the quick restaurant service. This segment has various competitive methods:

· High communication exposure

· Clear identification of primary target market

· Brand awareness

· Number of outlets

· Control over food supply

· Labor cost

· Coverage area

· Primary competition

McDonald’s primary competitors are: Burger King, YUM (Pizza Hut, Taco Bell, and KFC), Wendy’s, Starbucks, and CKE Restaurant Inc. (Hardees’, La Salsa Fresh Mexican Grill) and Carl’s Junior. Each one having developed its own competitive methods as suggested above.

· Major descriptors of target market

We have selected eight primary criteria to segregate our target market:

· Income: Households with an increase of incomes have shown to have higher expenditures for fast food.

· Age: A household's demand for fast food depends on the ages of its members.
· Household size and structure: Empirical studies do find that larger households tend to spend less money per capita in fast food restaurants.
· Gender: Males are more likely to consume fast food than females are.

· Time (time of the day; time spent at work): Spending for fast food has been shown to increase along with the number of hours worked by a household manager in the labor force.

· Health conscious: Survey data shows that eating out at fast food stores significantly increases Body Mass Index and impact on purchasing decision of health conscious customers.

· Education level: Higher educated people have shown to have lower expenditures for fast food.

· Heavy users (close to addiction especially in Asia)

· Industry structure

Potential competitors are the followings:

· Local chains and non-affiliated chains on the same segment

· Chains that caters ethnic food 
· Contract catering (e.g. Sodexho, Compass…)
As substitutes we are considering:

· Supermarket

· Full-service restaurant
· Home prepared meals
· Ethnic food
· Home delivery
Major suppliers impacting the quick restaurant segment are:

· Labor

· Raw materials

· Energy sources

· Equipment

Buyer group are master franchisers.

· Determine interdependencies

· Relationships with suppliers, competitors
Health and food safety related issues being one of the major forces driving change, suppliers are pressured to deliver hazard free products. This includes food traceability, food quality and control over consistency of taste and texture. We can also witness this trend among competitors who are now enforcing some among their products and displaying the nutrition facts of their items to the public, usually through Internet web sites.

· Relationships among different environmental categories
Governments appeared as the main regulators for the quick service restaurant segment. Health issues have brought many requirements such as Nutrition facts label on products, limitation of marketing targeting kids and regulation over the food supply (poultry) and GM foods. On the other hand, the labor cost has increased for this segment due to the growth of minimum wages in key market areas. 

· Primary and secondary relationships (hierarchical)
Again, health being one of the primary drivers for players on the segment, regulations influences strongly the decisions of the companies and can be identified as the primary factors of influence. On the other side, customer satisfaction needs have influence the creation of new products in the menu such as healthier food items (salad, fruit, and grilled chicken) and regulation over the portion size and the amount of fat enclosed. These changes can be identified as the secondary relationships. 

Geographic market area
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1. List all the geographic sources of your customer by level of business volume generated.
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North America 11 893 39%

7 423 39%

Europe 10 674 35%

6 737 35%

Asia / Pacific 4 269 14%

2 721 14%

Rest of the World 2 135 7%

1 176 6%

South America 1 525 5%

1 008 5%

McDonald's annual report 2004

30 496 19 065

Number of restaurants Sales revenue

2004
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The company’s top seven markets are US, Japan, Canada, UK, Germany, France and Australia.
2. What is the average geographic distance your customer must travel to receive your products and services?

The density of McDonald’s being much more important in some places and McDonald’s not being yet covering the entire world, it is really difficult to assess the average geographic distance customers must travel to receive the McDonald’s products and services.

But convenience is a major sales point for fast food operators. If driving to an outlet takes longer than cooking at home, then fast food is not truly convenient. Thus, as McDonald’s opens more outlets per square kilometer in appropriate locations, consumers have to travel less for fast food, on average. 

McDonald’s serves at restaurants, drive-throughs, stadiums, airports, zoos, high schools, elementary schools, universities, cruise ships, trains, airplanes, gas stations, and even at hospital cafeterias. Restaurants are located in big cities, in areas with a high population density. Customers are going in their neighborhood restaurant or the one near their working place and hardly ever travel more than two to five miles to find a McDonald’s place. In France, 83% of the population lives at less than 20 minutes from a McDonald’s restaurant (La France à 20 minutes. La révolution de la proximité, par Jean-Marc Benoît, Philippe Benoît et Daniel Pucci. Belin, 2002).

Over half the population of the USA lives within 3 minutes drive of a McDonald’s.

The number of McDonald’s restaurant per square kilometer gives a good idea of what is the best place to live in if you want to be sure to have a McDonald’s restaurant at reach. As opposed to US (0.015/km²), France (0.18/km²) or UK (0.05/km²), the only ones that have more than one restaurant per km² are: Japan (1.1/km²), Taiwan (9.7/km²), Hong Kong (2.2/km²), Singapore (2.1/km²), not taking into account small territories (Macau: 500/km² or Gibraltar 100/km²).. The global average is 0.005 restaurants per km².

(Detail in appendices).
3. What is the most frequent mode of travel used by your customer?

Most McDonald's offer both counter (63% of sales) and drive-through service (37% of sales), with indoor and sometimes outdoor seating. Drive-throughs often have separate stations for placing, paying for, and picking up orders, though often the latter two steps are combined. In some countries "McDrive" locations, near highways, offer no counter service or seating. Locations in high-density neighborhoods, as in many downtowns, often omit drive-through service. 

Therefore, McDonald’s customers’ main mode of travel is the car, public transportation (bus, subway…) and walking. 




“McDrive is convenient, fast and very simple”

Target market descriptors

Source for statistics: Fast Food Research System Group – January 2005

	Primary criteria

used to describe your target market

	Describe in detail the specifics for each criterion at left

	Income

Agriculture Information Bulletin-June 2003

USC-UCLA study

www.ifama.org/conferences/2000Congress/Congress/Kinsey_Jean.PDF
Institute for future studies (2004)
	Households with higher incomes have been shown to have higher expenditures for fast food; a 10% increase in per capita income would cause a typical household to augment its per capita expenditures on fast food by about 3.2 percent.

Besides, low-income shoppers may purchase low-priced (and possibly lower quality) food products.

In the US, low-income neighbourhoods have fewer healthy options at restaurants than higher income areas. But they have a dramatically greater access to fast food.

The USC-UCLA survey shows a clear connection between concentration of fast food outlets and neighbourhoods where there are more low-income earners, lower education levels and a greater number of renters than home owners.

Both low-income and higher-income households are targets for McDonald’s but at different levels.



	Age

www.ers.usda.go
Food Research System Group, January 2005

www.restaurant.org
http://earthtrends.wri.org
	A household's demand for fast food depends on the ages of its members. One reason is that tastes may change as people age. Households with younger members tend to spend more money on fast food, while households with older people tend to spend more money on full-service dining (Byrne et al., 1998). Individuals were more likely to consume fast food until they reached 20-30 years of age at which point the likelihood that they consume fast food decreases throughout their life.
Children / Family : 

On a typical day, 30% of American children consume fast food (Bowman, 2004)

McDonald’s mainly targets children. McDonald’s operates something like 8,000 Playlands around America. They're especially attractive to children in neighborhoods in which playgrounds are scarce. 

They target children because they realize that they not only have more expendable income of their own, but they influence how their parents spend their money.  

To get the most from this target, they:

· invest a lot in advertising : Saturday morning TV commercials, cuddly characters like Ronald McDonald (the 2nd most recognized figure among children after Santa Claus)

· create ever-changing toys included in Happy Meals (launched in 1979), for kids between 2 to 7 

· created in 2001 a 8-12-year-old meal : the Mighty Kids Meal because they realize that those kids felt they had outgrown the Happy Meal. So the Mighty Kids Meal comes in a slightly more "grown-up" package. It offers bigger meals

· contract to advertise and serve drinks and fast food in schools

· linked early on with various children’s charities. 

Senior : 

The aging population will decrease the spending on fast food by about 2% per capita in 2020. One possibility is that older people derive less satisfaction from the foods and services traditionally offered at these establishments. 
With people living longer in general-and the first wave of baby-boomers soon slipping across the line to senior status, the elderly will become a lucrative market. Today's seniors are active, savvy consumers, and more financially secure than ever before. And restaurants are an important part of seniors' lifestyles. They are extremely loyal, more concerned with food quality than price, service or location. A common misperception is that food preferences among seniors are governed exclusively by health concerns. Only 20 percent adhere to a special diet

Both teenagers and seniors will represent a huge segment of the population in 2050 (36%).



	Household size and structure

www.ers.usda.go
Food Research System Group, January 2005

www.census.gov
	Empirical studies do find that larger households tend to spend less money per capita in fast food restaurants (e.g., McCracken and Brandt, 1987), especially those with more than four persons.
The increasing proportion of households containing a single person or multiple adults without live-at-home children will cause per person spending to rise by 1 to 2% in fast food restaurants.

Away-from-home expenditures are typically higher for those two categories. 

In particular, as a household adds more members, food prepared at home may become more economical. For example, it might take 20 minutes to prepare a meal for one person at home, but just 30 minutes to prepare a meal for four people. When cooking at home, the household with more members can also benefit by purchasing larger package sizes with lower per unit costs. In total, single-person households will likely have the highest time and monetary costs per person for eating at home, while larger households will incur lower costs per capita. 

Changing Structure of American Households

Economic Research Service
[image: image12.emf]
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	Gender

Food Research System Group, January 2005

www.as.ua.edu
	In terms of gender, males are more likely to consume fast food than females are.
The percentage of people eating three or more times fast food a week rose from 42% to 48% among males and from 30% to 35% among females (1987 compared with 2000).


	Time

Time of the day

Time spent at work

Food Research System Group, January 2005
	Lunch is the most likely meal to be eaten at a fast food restaurant, likely because of work related time constraints. For dinner or supper, people have more time and may prefer to eat at nicer restaurants or these meals could be the easiest to prepare in the home. 

Spending for fast food has been shown to increase along with the number of hours worked by a household manager in the labour force (e.g., Byrne et al., 1998). A typical household increases its per capita spending on fast food by about 1.4 percent following a 10-percent increase in the number of hours worked outside the home by the household manager.

Dining at a full service restaurant can take as long as preparing, eating, and cleaning up after a meal at home. 

	Health conscious

The Institute of Food Technologists, a non-profit group of food scientists
	Survey data shows that eating out at restaurants and fast food stores significantly increases Body Mass Index, which is correlated to many health problems (Binkley et al 2000). Fast food has an overwhelming tendency to contain more fat, sugar, and refined carbohydrates, which can all contribute to obesity.

One of the top 10 food trends for 2004 was “low fat,” which regained its place as the most influential food label claim. 63% of consumers chose products promoted as low fat..
Mc Donald’s has admitted that it needs to respond to customer desire for healthier food. The attempts may also help to deflect some of the criticism directed towards it about the health aspects of the food they serve. 

McDonald’s has started to listen to women. Statistics show that women have deserted fast food in 2003 : « too much fat, too much calories » (a Big Mac accounts for 590 calories).

They decided to launch a range of salads in 2004 (the grilled chicken salad for example is a complete meal with 210 to 380 calories). In more than a year, more than 150 million salads were sold worldwide.

In Spring 2004, they have enlarged their healthy range with the launch in Europe of a sandwich with chicken, mozzarella, olive bread, fresh tomatoes and « roquette » (French salad). 

Other healthy products launched in the pas five years are : Happy meals with fruit and yogurt, wraps, grilled chicken flatbread, lower fat sauces and diet drinks.

	Education Level

Food Research System Group, January 2005
	Higher educated people have shown to have lower expenditures for fast food. 

College graduates or those currently in college are less likely than lower educated to consume fast food. 
Besides, students represent an important part of fast food customers because of their tight budget. A student in the US can get a value meal, hamburger or chicken sandwich and fries, for under $5. 

McDonald's support for education took a major step forward in 1993 with the creation of McDonald's Education Service, which aims to offer McDonald’s restaurants as resources to schools in their communities. They provide work experience for pupils, educational material, conference sponsorship etc.

	Addiction / Heavy Users

AC NIELSEN


	Asia Pacific has the most take-away addicts, with 35% reportedly eating fast food at least 3 times a week, to as often as more than once a day. Hong Kong ranks the world’s No. 1 in terms of frequency of fast food restaurant visits followed by Malaysia (59%) and the Philippines (54%).

Those "heavy users" represent 20% of eaters and account for 60% of all fast-food sales. The typical heavy user is male, between the ages of 20 and 30 and extremely loyal to the burgers and fries he loves: he eats fast food three or four times a week

McDonald’s has long targeted heavy users and created the Super Size Menu to attract them.

Other companies followed suit: Hardee's offers the Monster Burger, which contains a half pound of beef, three slices of cheese and eight strips of bacon, Burger King sells the Big King…

Eating is a natural part of life, but according to some researchers, some types of food eaten - namely sugary and fatty foods - may act like a drug and may be addictive.

A number of studies have been carried out in rats to look at processed foods and addiction. One study found that a high-fat diet appears to alter the brain biochemistry in a similar way to drugs such as morphine. 

McDonald’s is probably at risk of being sued, based on what happened to tobacco companies with the proven addiction property of nicotine. 

With that fear and in response to the film Super Size me, McDonald’s decided to eliminate this menu and will have to find other ways to attract heavy users.


Overall supply and demand analysis

1. What is the overall supply of the firms who are competing in this segment?

 If we limit the overall market to those main brands, we end up with an overall supply of 118 385 fast food restaurants (adding 11 522 Starbuck).[image: image14.emf]KFC, Pizza Hut, Taco 

Bell 

2003

McDonald's Yum Brands Burger King Wendys Quick Brinker Intl

Panera 

Bread

Subway Quizno's

TOTAL

Sales ($m)

41 526 24 219 11 300 9 356 679 3 402 755 5 773 726

97 736

% growth 2% 8% 1% 13% 0% 12% 43% 12% 67%

Nb of outlets 31 108 32 924 11 401 8 811 411 1 268 478 18 499 1 963 106 863

% change 3% 8% 0% 7% -5% 11% 30% 17% 36%

Sales / outlet ($000) 1 335 736 991 1 062 1 652 2 683 1 579 312 370

Presence in countries 118 >100 58 2 4 22 1 73 13

Focus Global Global Global Regional Regional Regional Local Global Regional

Source : Industry Sources; Rabobank International Research estimates

Fair share $

42% 25% 12% 10% 1% 3% 1% 6% 1%

Fair share (outlets) 29% 31% 11% 8% 0% 1% 0% 17% 2%


2. What is the overall demand?

a. Identify total possible customers in the target market to be served
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	If we look at the figures from 2003, Asia fast food market value is $200 billion and the US one is $149 billion. Those markets represent respectively 14% and 34% of the activity of McDonald’s.

If we keep the same proportions, we derive the total possible fast food market to be $580 billion.




We know that McDonald's serves 47 million customers a day, meaning 17.15 billion people yearly. The revenue for 2004 is $19.065 billion, meaning that the average bill for McDonald’s customers in the world is $1.11.

If we keep the same average bill for the worldwide fast food market, we end up with 522 billion potential customers in the world.
b. Segregate demand into key groupings, identify the total potential market and describe the key value drivers behind each segment

	Key groupings
	Estimated share of business
	Total potential market 
	Global Trend


	Key value drivers

	Age             Children                   


	20%


	28% of global population
	(
	Aging population : falling fertility

	 Age            Elderly
	5%
	7% of global population
	( (
	Aging population : rising longevity

	Household structure, woman working
	15%
	24% single-person households in Japan, 29% US, 30% Europe, 6% China 
	(
	Increase in the number of working women



	Time stretched 


	20%
	41% of women in the world (3.2 billion)


	(
	Increase in the number of working women

Increase in the number of households containing a single person or multiple adults without live-at-home children.

	Health conscious
	5%


	150 M persons year (number McSalads sold worldwide in 2003)
	((

	Increase in the number of obese persons

Increase concern of public opinion for health, food security and traceability



	Education and low income : students

	15%
	1.3 billion students are enrolled in schools around the world
	(

	Spread of education : decrease in the number of illiterate adults



	Addicted people
	20%
	300 million obese people in the world
	(
	Increase in the number of obese persons

Increase concern of public opinion for health, food security and traceability

	TOTAL
	100%
	
	
	


c. Describe what is happening to the demand in the market place over the past five years and what are the key trends in the value drivers

	US

[image: image16.emf]1998 1999 2000 2001 2002

TOTAL 37% 31% 34% 32% 25%

Men 38% 32% 36% 31% 25%

Women 36% 31% 32% 32% 25%

Work 20+ hours/week 39% 35% 35% 39% 27%

Work 0-19 hours/week 34% 26% 29% 27% 22%

Use of Fast Food Restaurants as a source of meals but not prepared at home
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The US accounts for 34% of the world fast food market but the market is mature and is not growing anymore.

On the contrary, the demand for fast food is growing in the rest of the world:  +17% for China (between 2002 and 2003), +5% for Australia, +6.6% for France, +3% for UK, +4% for Japan (Euromonitor).

With today's hectic lifestyles, time-saving products are increasingly in demand. People want quick and convenient meals; they do not want to spend a lot of time preparing meals, traveling to pick up meals, or waiting for meals in restaurants. As a result, consumers rely on fast food. Knowing this, fast food providers are coming up with new ways to market their products that save time for consumers. Rising incomes, longer workdays, and a growing tendency for both spouses to hold full-time jobs are widely credited for the rise in fast food expenditures. The fast food industry focuses heavily on rapid consumer turnover, speed of service, and take-out sales. 

	[image: image18.png]



	While demand increases for fast food all over the world, the US are at a crossroad: the demand curve is stagnant, and the country is assessing the consequences of an over-consumption of fast food. The film Super size me and the book Fast Food Nation (Eric Schlosser) are public accusation of those adverse effects and had a huge impact on public opinion (respectively 11.1 million and 5.58 million web sites on those subjects). With 65% of adults overweight, the US is the world leader in fat people.

The fast food way of life is rejected, impacting food demand patterns. 

Consumers are looking for more healthy products, information on nutrition, food safety and traceability.

This changing demand leads to a revolution in the fast food market: the suppression of the Super Size Menu and the introduction of a salad range, yogurt and fruit salad. 
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Therefore, we think that the most value creating drivers for McDonald’s in this market are health and time.

Healthy food is linked with the demand for nutrition information but also with the demand for more diversity.

The management of time is one of the key value drivers for fast food. People eat at a fast food restaurant because they have less and less time. But at the other end, they expect a speed service and a lot of convenience (location, easy parking).

Here is how we could define the demand McDonald’s has to adapt to:

“Diverse and healthy food for time-constrained consumers”

Industry segment critical success factors
	Using key words familiar to you, list the critical success factors for this industry segment

	Describe in more complete detail what each of 

these success factors are and how the are measured.

Additionally, be sure to indicate the key trends occurring in each and link to significant value drivers.
	Industry leader and describe why you believe this is the case

	Marketing frequency
	The quick service restaurant (QSR) market is the largest segment of the total commercial food services industry in Canada, with $12 billion in total revenue in 2002. The restaurant sector accounted for 4% of the total 2001 measured media investment. It also contributed 6.3% of the television funds.

Top Five Spenders 2001 
Brand
Dollar Share
% of spend

MCDONALDS RESTAURANTS

25,488,533

12.7

TIM HORTONS DONUT COFFEE SHOPS

24,991,291

12.4

KFC RESTAURANTS

9,391,110

4.7

TIM HORTONS - BVG

7,436,650

3.7

SUBWAY SANDWICH & SALADS RESTAURANTS

6,366,750

3.2

Total top five

73,674,334

36.6

2001 total, all spenders
201,071,601

100.0

Source: ACN Annual Summary of Advertising Expenditures
In the UK, 72% of food advertising spend was TV advertising in 2003. £252m was spent on TV advertising for confectionary, fast food, snacks and soft drinks; this represented 48% of food TV advertising spend. 

A recent review on the effects of television food advertising on preschool and school-age children's food behavior concluded that: studies of food preferences using experimental designs have consistently shown that children exposed to advertising will choose advertised food products at significantly higher rates than children who were not exposed

Fast food companies are using many media means such as:

-heavy advertisement: Invest millions of dollars on TV commercials and other media.

-Internet advertising and promotion: advertise menu items and service through web sites and promote fast food chains and brand images

-Sponsorship, community service and charity: to create positive public image for the company


	The most prolific advertiser was McDonald's found in virtually every country.

(http://www.centerformediaresearch.com)

The United Kingdom has the highest amount of television advertising shown during children's programming within Europe -an average of 17 commercials an hour - 10 which for food. Sweden and Norway, where virtual bans exist on television advertising toward children, have the least.

Concerned about widespread childhood obesity, health advocates and politicians are intensifying pressure on the food industry to limit or even eliminate marketing targeted at children for sugary and fattening products.

Some companies already have responded by pulling ads during children's television programs. More broadly, the food industry will negotiate voluntary restrictions on ads with federal regulators this summer. But the industry also plans to lobby against legislation that would give the government the authority to restrict commercials during children's shows.

Food advertising to youngsters is big business, with the industry spending $10 billion last year.

McDonald’s is already dealing with this issue in France for instance where it advertises mainly the salad menu as well as the fruit salad and other healthier dishes from the “Salad Plus” category.



	Convenience 

(location + time)
	In this age of "multi-tasking," the optimal waiting period for most customers seems to be "none." Fast food restaurants have begun to offer "call-ahead" take-out services for quicker turn around and greater customer ease, creating less chance prospective customers get frustrated and go elsewhere. In the end, ease and convenience in a customer's mind can equal higher profits.


	McDonald’s has more than 30 000 units spread in 119 countries which allow the company to take advantage of a large field of action to attract local customers.

McDonald’s has the most units all over the world compared with its competitors of the fast food restaurant segment.

In cities, potential customers can find easily many points of sale whereas in the suburbs, customers can take advantage of the drive through where they can order food without leaving their cars.



	Brand identity
	A brand represents the holistic sum of all information about a product or group of products. This symbolic construct typically consists of a name, identifying mark, logo, visual images or symbols, or mental concepts which distinguish the product or service.

The 2004 ranking of the 100 most valuable brands worldwide :

- IBM (computer) 

- Nokia 

-Coca-Cola (soft drink) 

- Toyota

- Disney 

- GE 

-McDonald's (fast food restaurant) 

-Microsoft (software) 

- Intel
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The Golden Arches are the famous symbol of McDonald's, a fast-food hamburger chain based in Chicago. They have also been seen more broadly as a symbol of capitalism or globalization, since they are one of the more prominent American corporations that have become global in their reach (along with Coca-Cola and Nike). McDonald’s spend more money on advertising and marketing than any other brand.



	Cleanliness 

and Food Safety
	Consumers are more and more concerned with their health, especially with food safety. Hazard Analysis & Critical Control Points (‘HACCP’), the food hygiene program accredited by the ISO, has now been introduced into all major chains. Restaurants must control food safety risks and hazards.

Critical violations are a benchmark for judging a restaurant’s cleanliness. They include things like handling ready-to-eat food with bare hands or unwashed hands, undercooked meat, improper food holding temperatures, sick employees preparing food, and a host of other potentially hazardous problems.

Here is a top 10 list where no fast food restaurant wants to come in number one:

Taco Bell being the best in the fast food sector.

9. MCDONALD’S

100 McDonald’s were looked at came in with a total of 136 critical violations. Some didn’t have a trained and certified food handler on the job, required by law in many states.

8. KFC


100 KFCs were sampled tallied up 157 critical violations.

 7. SUBWAY

100 Subways were looked at totaled 160 critical violations. 6. JACK IN THE BOX

100 Jack in the Box restaurants had a total of 164 critical violations.

5. DAIRY QUEEN

100 Dairy Queens were examined totaled 184 total critical violations. 

4. HARDEES

The 100 Hardee’s tallied 206 critical violations.

3. WENDY’S 

100 Wendy’s had 206 critical violations. 

2. ARBY’S

The 100 Arby’s had 210 critical violations. 

1. BURGER KING

100 Burger Kings sampled rang up a whopping 241 total critical violations.
	McDonald’s believe that “cleanliness is a magnet drawing customers to their restaurants” (McDonald's Crew Handbook 1996), and therefore aim to ensure that their restaurants are spotless at all times, both inside and out.

However a study has shown that McDonald’s is not ranked first in this category.

TACO BELL is the industry leader and is ranked as the cleanest fast food restaurant chain upon an investigation on major fast food chain.

100 Taco Bells were sampled and had the fewest total critical violations, 91, making it the best performer in the survey. 



	Variety of product offerings
	Overall, we can count around 1 631 different menu items from all the fast food restaurant chains.

Here are the results for McDonald’s main competitors:

-McDonald’s counts 101 items on an average basis per unit.

-Arby’s has 137 items available on its menu.

-Burger King has 98 items available.

-Hardee’s has 107 items on its menu.

-KFC offers only 52 different choices to the customers.

-Wendy’s has 73 items on its menu.

-Taco Bell has 75 items on its menu.


	Arby’s has 137 items available for sale in its outlets and can be considered as the industry leader in this category.

They offer a wide range of sandwiches, side dishes, salads, desserts and breakfast items as well. 

	Time
	Customers today demand fast service. Long drive-thru lines and congested counter lines may push customers to competition. 

As might be expected, the FasTrak devices saved McDonald's and their customers' time. In this case, 15 seconds from the 131-second transaction average to complete an order, including gathering the food order. Even better, however, the average order increased by $2.06, which more than offsets the 25 to 35 cents the fast-food chain pays to the TCA. In addition to the increase in revenue per order (attributable to the credit card psychology of always spending an average of 35 percent more when not using cash), the McDonald's in the TCA grouping noticed that FasTrak users increased their visits by 17 percent. In other words, they were both spending more and eating at the chain more often.
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McDonalds has developed the MPS, a certified mobile POS station. Using the MPS, a crew person walks the drive-thru line taking customer orders that are automatically recorded and displayed in the kitchen. This lets the assembly team see the order sooner and speeds up the order delivery process. 

It has improved order accuracy, performed tandem capabilities (among the service and kitchen team), reduce customer wait time, increases sales by serving more customers per hour. During a recent lunch, employees celebrated a record 130 cars through the drive-thru in an hour … an increase of 50 cars per hour.

	Packaging
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Food related litter, at 30.11%, is the second largest category of litter pollution recorded, compared to 19.83% in 2002.

Packaging litter (13.78%) is the third largest litter component of national litter pollution recorded in 2003. The corresponding figure in 2002 was 19.04%.  Within this category, takeaway bags and wrappers accounted for 2% of all litter items in 2003, compared to 2.67% in 2002

On fast food packaging, a negotiated agreement between Government and the fast-food industry involving increased litter bin capacity (funded by the industry) close to fast food outlets and the branding of all fast food packaging with the outlets name. It would also include improved management systems for litter control in the immediate vicinity of fast food outlets.  Failure to deliver on agreed targets would result in the introduction of a 'point of sale' levy of 2% of price charged in respect of fast food consumed off premises.   Such a levy would raise an estimated €3.7m per annum

Food recycling programs are win-win for everyone. 


	Recycling plastics is difficult because the waste stream contains a mix of plastics with different properties. Separating different plastics or finding uses for mixed plastics are major recycling challenges. The task is further complicated by increased use of multi-layer packaging, in which layers of different plastics are fused into one container.

To combat the recycling problem posed by the need to separate different plastics, many manufacturers have adopted a coding system. Containers are stamped with a code indicating the type of plastic from which they are made. Coding makes it possible to sort containers in the recycling process if they are made of a single type of plastic. Codes must be read manually.

[image: image22.bmp] Each category of plastic having a different number. (from 1 to 7)

McDonald’s works toward environmental protection and has already won many award in this field:

Environment

-Climate Protection Award (2005)—U.S. Environmental Protection Agency

-Environmental Leadership Award (2001)—Audubon Society

-Recycling Works Recognition Award (2001)—National Recycling Coalition

-WasteWise Partner of the Year (2000)—U.S. Environmental Protection Agency
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McDonald’s is in the process of reducing the plastic packaging for more paper packaging; easier to recycle.

	Consistency of products and service
	Customers value the importance of product consistency and portion control. Consumers want to see consistency because they've been used to that throughout the fast-food business. In order to achieve the greatest level of consistency, kitchen formats are geared to drive product consistency and food safety such as in the manufacturing industry.


	McDonald’s has intense standards and they continue to be one of their biggest challenges. These include maintaining a sanitary environment, consistency in raw materials (to control taste) and standardized worker training

It is McDonald's unique purchasing system and the relationship McDonald's shares with its dedicated suppliers that ensure the quality of products in every restaurant.

	Partnership
	Partnerships are crucial for fast food chain. It includes agreements with major companies such as Disney and Dreamwork to promote movies and merchandizing for the kids menu.

Partnerships are also essential in order to expand the recognition and the fame throughout the world.

Today latest news is Paris Hilton's new TV commercial for a burger chain. In the recently debuted commercial for Carl's Jr.'s 'Spicy BBQ Six-Dollar Burger,' the hotel heiress is seen in a revealing black bikini cavorting with a water hose while washing a Bentley. The ad ends with Hilton's signature line, 'That's hot.' Family groups are calling for it to be pulled. This is an example of a controversial marketing campaign for the fast food company.
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	McDonald’s is the leader in terms of partnerships. Thanks to its global brand awareness, the company has signed partnerships and is represented in world wide events such as the Olympic Games. In 2004, McDonald’s announced the continuation of its sponsorship for the next four consecutive Olympic Games through 2012.

McDonald's announced a Worldwide Partnership with basketball superstar Yao Ming, from China since Mc's opened their first restaurant in that country ten years ago. 

The Disney-McDonald's marketing deal was sealed in 1996.

The Champ Car World Series and the world's leading fast-food chain McDonald's(R) have a partnership that will see the restaurant chain serve as the "Official Fast Food Restaurant of Champ Car" through the 2006 season.

	Technology
	The fast food segment is looking at process control and monitoring process and production data. Equipment possesses many processors that supply the major fast-food chains, ruthless attention to consistency, quality and yield are required for them to stay in business. 

A Pittsburgh startup, HyperActive Technologies Inc., is testing technology at area fast-food restaurants designed to give kitchen workers a good indication of what customers want even before they have placed an order. 
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The system uses rooftop cameras that monitor traffic entering a restaurant's parking lot anddrive-thru. Currently, the system is all about volume: If a minivan pulls in, there's apt to be more than one mouth to feed.HyperActive Bob is now at seven areas McDonald's, a Burger King and a Taco Bell.
	McDonald’s is the leader in this field, using the most technology and taking advantage of the latest available products and in greater number than its competitors.

A new technology may allow fast-food restaurants like McDonald's to anticipate customers' orders before they even place them.

This system will assist the production team, speed the pace of service, decrease the waste and therefore lead to higher sales.

Since then, waste has been cut in half and wait times at the drive-thru have been reduced by 25 to 40 seconds per consumer.

	Energy costs
	Property age (brand new construction vs. old building), design (interior vs. exterior corridor), and nature of construction (concrete vs., stick-built) have a direct impact on the level of energy consumption. 

According to a report prepared for the Texas Governor's Office of Energy Resources, the average fast food restaurant uses 216,000 kilowatt hours (kwh) of electricity and 1,500 thousand cubic feet (MCF) of natural gas. 

A fast food restaurant requires an average of 6 780 liters of water daily to run an establishment. Compared with other food restaurant industry, the fast food has one of the highest consumption.
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Award-winning organizations vary by industry and size, but each has implemented a successful strategic energy management plan and demonstrated environmental leadership. EPA issues a Public Service Announcement (PSA) honoring award recipients by name.

McDonald’s corporation is the only fast food chain being involved in energy saving program and having recognition for its efforts.


Industry value drivers

	Name of value driver


	Description of value driver 
	Include key quantitative measures
	Source(s) of valid and reliable information

	Cost of labor


	Cost of labor is measured as a percentage of the revenues. The term 'labour costs' means the expenditure borne by employers in order to employ workers. These costs can be subdivided into two main categories: direct costs and indirect costs. Direct costs are mainly remuneration (wage and salaries, irregular bonuses and gratuities, payments to employees saving schemes, payments for days not worked and benefits in kind) ,indirect costs include the social security expenses the employer must pay, vocational training expenditure, taxes, etc.

The cost of labor will have an effect on all players in the task environment. 


	Productivity per employee

Average salary per employee


	National Restaurant Association

World Fact Book by CIA

International Labour Organization



	Cost of raw material 


	The cost of raw material is subject to instability. They can be affected by multiple factors in the producing countries, including weather, political and economic conditions.

McDonald’s main raw material is wheat, tomato, white and red meat, potatoes, vegetable oil, eggs, milk, cheese, lettuce, coffee beans and fish.  

In addition, paper is also a significant cost of McDonald’s.
	Percentage of Revenues
	McDonalds Corporation

	Cost of capital
	Cost of capital, the required return necessary to make a capital budgeting project worthwhile, such as building a new restaurant. Cost of capital would include the cost of debt and the cost of equity.  

The cost of capital determines how a company can raise money (through a stock issue, borrowing, or a mix of the two). This is the rate of return that a firm would receive if they invested their money someplace else with similar risk. 

The interest rates play a significant role in determining the industry’s performance. High interest rates may affect the companies in their investments in real estate and other interest-rate-sensitive spending. 

As with the cost of labor, the cost of capital will have an effect on all players in the task environment. 

. 
	Cost of debt

Cost of equity
	European Central Bank



	Cost of water
	The cost of water depends on several factors:

* availability of resources on the site 

* residual water processing 

* user processes 

* conditions of sewage reject (qualities of installations of water recycling).

According to the data from the Census Bureau, the rate of growth in global population will reach 8 billion in 2025.  Therefore, there will be an increase in the demand for natural resources and as a result a shortage of drinkable water.  Due to the above reasons, governments are developing new measurements and regulations to monitor the conservation efforts.  As emphasized in this report, the fast food industry is a big consumer of water. On average a fast food restaurant uses 6780 liters of water per day. 

	Percentage of revenues
	U.S. Census Bureau

Water in crises: A guide to the worlds fresh water resources. 

	Cost of energy
	Unless Mc Donald’s adapts to the increasing cost of energy the company will suffer by the constantly increasing tariffs. One option to consider is a brand- wide energy saving project that would educate employees to be more energy conscious and at the same time asses the energy usage of their current technology. 

Further, the limitations and uncertainty in oil production will rise the price of transportation which will be passed on to food supplies.

McDonald's chief financial officer, Matthew Paull on the energy issue: "Consumers understand that with energy prices going up, everything is going up in price. At the restaurants we own, we took a small price increase during the first quarter 2005.”
	Percentage of Revenues

Oil price


	OECD

www.hoovers.com

	Demand Curve
	From the firm’s perspective, the key value driver with respect to revenues is the demand curve.  
	Number of customers times what they spend
	


A value driver is a major factor influencing the profitability of a hospitality enterprise.  It would include such items as the cost of labor, raw material products such as red meat, potatoes or cleaning supplies, utilities, etc.  These drivers are industry wide and affect all firms more or less equally.  They can be considered as important indices that will ultimately affect the organization and therefore must be tracked and when possible forecasted.  Of specific interest here are the published sources of this information.  Care must be taken to identify only the critical and relevant value drivers that will have significant impact upon the organization.  These value drivers must be linked to the those identified from your analysis of the remote environment and this information will then be used in developing your cash flow estimates.

Relationship Worksheet – remote and task environment

	Force driving change as identified in the remote analysis
	Key external value drivers – the forecast of the value drivers must relate to the internal value drivers identified in the next column
	Internal value drivers – these must reflect the forecast provided in the previous column

	Aging Population


	The world stands on the threshold of a social transformation: global aging. In the coming decades, it will place the developed countries to extraordinary economic, social and political stress. But the challenge of global aging transcends its impact on government budgets. It promises to restructure the economy, reshape the family, redefine politics and even rearrange the geopolitical order of the next century. 

Europe and Japan fail to manage their demographic challenges. European and Japanese populations are aging rapidly, requiring more than 110 million new workers by 2015 to maintain current dependency ratios between the working population and retirees. Conflicts over social services or immigration policies in major European states could dampen economic growth. 

The problem of the aging of the population comes from decreasing fertility (that has fallen in every developed country beneath the replacement rate of 2,1) and rising longevity. As opposed to appearances, this is not only a developed country problem but also a developing country one: China, Taiwan, Singapore and other Asian countries will approach developed-world levels of old-age dependency by the middle of the next century.

Thirty years from now, almost one in four people in the developed world will be aged 65 years or older. Currently it is estimated that there are 540 million elderly (people of 60 years and more) of which 330 million in developing countries. For 2020 it is projected to increase to more that 1000 million (of which 710 million in developing countries).

· Aging population:

The problem of the aging of the population comes from decreasing fertility (that has fallen in every developed country beneath the replacement rate of 2,1) and rising longevity. As opposed to appearances, this is not only a developed country problem but also a developing country one: China, Taiwan, Singapore and other Asian countries will approach developed-world levels of old-age dependency by the middle of the next century.

Thirty years from now, almost one in four people in the developed world will be aged 65 years or older. Currently it is estimated that there are 540 million elderly (people of 60 years and more) of which 330 million in developing countries. For 2020 it is projected to increase to more that 1000 million (of which 710 million in developing countries).

Europe and Japan fail to manage their demographic challenges. European and Japanese populations are aging rapidly, requiring more than 110 million new workers by 2015 to maintain current dependency ratios between the working population and retirees. Conflicts over social services or immigration policies in major European states could dampen economic growth. 

This trend will have two main consequences:

· The emerging of the elderly:

· A shrinking labor force:


	· Aging of customers:

The impact of aging varies by market segment. Households with elderly dine at fast food less frequently and as a consequence spend less money. 

[image: image26.png]Table S—Simulated change in per capita spending due to
economic and demographic trends

Trend. Full-service Fast food.

Percent

I-percent annal
‘growth in real income +1486 +6.67

Increasing proportion of

alternative household types 217 +133
Aging <048

Decreasing household sizes <0907 <067
Increased levels of education ~072 “011
Racial and ethnic diversity on ~022

Net effect of all
anticipated developments 18 6





Changing households’ structure and aging will all be influential and have a negative impact on the sales of fast food restaurants.

One possibility is that older people derive less satisfaction from the foods and services offered in fast food restaurant. For instance, old people must walk and carry their tray, the environment of the fast food restaurant is usually noisy and crowded. And the food is served in large portions, difficult to eat and to chew.

One plausible response by fast food companies would be to introduce more of the foods and services traditionally offered by full-service restaurants. For instance, McDonald’s has to expend in the variety of its menus such as “Soup bowl”, “Meat ball dish”…

Today, there are 47 million customers daily going to McDonald’s. Out of which, we have estimated 5% being 65 years old and above. The average daily check for a menu for elderly people is $ 5,60 world wide. We can forecast an estimate of $ 286 700 loss in sales revenue having a negative impact on the cash flow (all other variables being stable)

· Aging of potential workers:

This demographic change will result in a decline in the number of young workers, on whom the industry has always relied. Alternative sources of labor such as immigrants will be restricted to the general reluctance of countries to open their borders to new entrants.

The restaurant industry is the single largest employer of immigrants in the US, according to the Bureau of Labor Statistics. More than 1.4 million of the restaurant industry's 8 million employees are immigrants. And those are the legal ones. Countless more are working in restaurants illegally. 

Adding to the pressure, restaurant job turnover is roughly 100 percent -- which means that restaurants on average must recruit all new employees every year, either from competitors or from outside the industry.

Other sources of labor such as seniors will put pressure on management to be more socially responsible and provide a more principled work environment.

In the US, the Employment Outlook Document projects that older workers will significantly increase as a proportion of the labor force. A similar trend is likely to be experienced in other parts of the world.

Therefore, new leaderships skills will be required to deal with new workers ‘profile such as immigrants (who do not speak English well for instance) and older worker who require a different management approach (for instance with the use of technology). One out of every eight workers in the US has at some point been employed by MCDO. The company annually hires about one million people, more than any other American organization, private or public.

Therefore McDonald’s has to develop a new competitive method of managerial competency development through sharp trainings and re-think the entire technological functions applicable in the fast food outlet.

	Biotechnology and Nanotechnology processing emergence

Biotechnology can be defined as any technological application that uses biological systems, living organisms, or derivatives thereof, to make or modify products or processes for specific use.


	Biotechnology is impacting profoundly on our world. Among others, it holds real potential for the production of new and better drugs for human health, adaptation of crops to better suit the local environments, and making industry cleaner and greener. As of 2003, the US had 1473 biotechnology companies, Canada 470, Europe 1861, while the Asia-Pacific region had 667. The majority of these companies focus on biotechnology for human health, but applications for biotechnology cover virtually all fields of human inquiry. It is becoming increasingly difficult to imagine an area where biotechnology does not have at least a potential impact. 

The techniques of modern biotechnology are becoming an increasingly important part of the overall effort to improve methods of food production and to increase the variety and quality of foods. Modern biotechnology has potential applications in the production of food, food processing, and also in the assurance of food quality and safety.

· Control leading to a consistent product in taste and texture. 

Tomorrow’s food will be designed by shaping molecules and atoms. Nanoscale biotech and nano-bio-info will have big impacts on the food and food-processing industries. The future belongs to new products, new processes with the goal to customize and personalize the products. Furthermore, it can help to decrease malnutrition. Control of Biotech is a huge concern while it is still not a reliable science (Consequences can not be measured at this time).

It is important for Mc Donald’s to get involved and invest in this enterprise in order to control their products. Those technologies will enable to find new way of producing (increasing productivity and decrease cost involved in the production process).
	McDonald’s has more than 30 000 units all over the world and therefore can be seen as an important player and consumer on the international market.

McDonald’s will invest in the following innovations:

· Benefits that can be expected in the near future include:

-Reducing levels of natural toxins, such as allergens, in plants 

-Providing simpler and faster methods to locate pathogens, toxins, and contaminants (to reduce risk of food borne illness) 

-Extending freshness. 

· Products that could be on the market in a few years as a result of these developing benefits include:

-Oils, such as soybean and canola oils, developed to contain more stearate, making margarine and shortenings more healthful. 

-Peanuts with improved protein balance 

-Tomatoes with a higher antioxidant content than current varieties 

-Fruits and vegetables containing higher levels of vitamins such as C and E to potentially protect against the risk of chronic diseases such as cancer and heart disease 

-Garlic cloves that produce more allicin, possibly helping to lower cholesterol levels 

-Peppers, strawberries, raspberries, bananas, sweet potatoes, and melons that are enhanced for better nutrition and quality 

Food cost for McDonald’s represents an average of 32% of their sales revenues. Thanks to biotechnology research, the company will be able to make significant improvement in term of cost control, adapt the product to the customers needs, reduce the use of chemicals for cattle and crops and eventually improve its margin.

	Public opinion

	A growing concern is arising concerning health, nutrition and food safety as it was demonstrated that a heavy consumption of “junk food’” is directly linked with weight and health problems. 

Over the next few decades, life expectancy for the average American could decline by as much as 5 years unless aggressive efforts are made to slow rising rates of obesity, according to a team of scientists supported in part by the National Institute on Aging (NIA), a component of the National Institutes of Health (NIH) of the Department of Health and Human Services (DHHS). Unless steps are taken to curb excessive weight gain, younger Americans will likely face a greater risk of mortality throughout life than previous generations.

[image: image27.png]



Protests against McDonald's have captured the public interest. When the European Union refused to accept imports of American hormone-enhanced beef, the USA in response, under World Trade Organization rules, put tariffs on “foie gras”, Roquefort cheese and other European and French farm products. 

A French farmer called Jose Bové got nine other farmers to drive their tractors through, and thus wreck, a half-built McDonald’s in protest. 

Even though no scientific tests proved the danger towards human health, opposition (for ethical principles and cost of crops concerns) is and will remain strong. Strong lobbies pressure governments and organizations to forbid GMO. 


	The problem of obesity is directly linked to McDonalds.

A comparison of accepted nutritional advice with actual American dietary practice suggests that many people fail to eat well in spite of well-documented health consequences. Popular culture often labels the worst offenders as lacking in 'self-control,' and many blame the aggressive advertising campaigns of the fast-food and snack-food industries for manipulating consumers into poor diets.

In order to re-build its image and gain legitimacy, McDonald’s must spend more money in marketing campaigns and even more to educate customers on the legitimacy of GM products. 

A negative public opinion has two effects: the decrease of sales from regular customers and the decreasing number of new customers coming to the restaurant.

It also impacts its relationships with its major partners who fear to be associated with McDonald’s.




Competitor analysis

	Name
	Number of Units in geographic area
	Brief description of competitive methods offered and the 

Trends occurring in each.

	Starbucks Corporation
	United States: 

6376 Company-operated coffee-houses, 

2573 licensed locations

International (20 countries):

Company-Operated: 997 stores, 

Joint venture and licensed locations: 1576 locations
	The Quick-Casual concept. According to Rabobank International Survey, held in 2001, on comparative margins of different food service operators in the US, the Quick-Casual segment offers high margins for food service players (earnings before interest and tax accounts for 15% compared to 10% for the traditional fast food restaurants.  The consumers do not mind paying a slightly higher price than standardized traditional fast food, when customized. 



	Wendy’s International Inc
	The Group operated 6,671 Wendy's restaurants in the United States and in 19 other countries and territories, 295 Baja Fresh restaurants in 26 states in the United States and 2,470 restaurants in Canada and 251 units in the United States under the name Tim Hortons.
	Wendy’s was quick in acknowledging the healthy trend. In February 2002 it introduced its Garden Sensations line of salads. Wendy’s recorded a 4,7% jump in same store sales for the year, compared to the same store sales at McDonalds which fell by 1,5% during the period. 

	CKE Restaurants Inc
	This company has a total of 3206 franchised or company-owned restaurants in 44 states in the US and in 13 countries, including 1016 Carl’s Jr restaurants, 2067 Hardy’s restaurants and 105 La Salsa Fresh Mexican Grill restaurants. 
	Acquiring new brands by trying to reduce the risk of operations that might effect one brand and not the other.

	Burger King Corp
	11.200 outlets of which 8.000 in the US,  348 in Canada, 1809 in Europe 621 in Asia Pacific, 126 in the Middle East and 300 in Latin American countries
	Customized products. Customers have the option to get their burgers prepared ‘their own way’. 

	YUM! Brands Inc.
	Worldwide 33000 restaurants in more than 100 countries of which

2824 Multibrand restaurants are franchised. 

Presence in Asia: 1525 restaurants in mainland China, 366 in Thailand and 132 in Taiwan (only KFC)
	Having the multi brand concept. This concept helps to dilute the risk to which the company is exposed given its remote environment. YUM! Brands Inc added US$1.1 bn to its sales with its purchase of A&W and Long John Silver’s.

Moreover, YUM! Brands Inc has a large market share in the Asia-Pacific region (in 2003, 53% of their profit is generated in this region). According to an ACNielsen survey of 2004, 30% of  Asia-Pacific consumers eat at take-away restaurants at least once a week, closely behind fast food fans in the U.S. (33%). The company has the ability to serve a great variety of people with different dietary habits and is not directly forced to develop new products for these countries.  

	Subway
	23462 restaurants in 82 countries, of which more than 21000 are franchised in 75 countries 
	Fresh products that are made to order in front of the customer. 

Increasing consciousness of the customers, who are mainly adults, regarding health issues.  


Competitive analysis worksheet

Name of Competitor: Wendy’s
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Name of Competitor: Starbucks
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Name of Competitor: CKE
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Name of Competitor: YUM!
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	Starbucks
	Wendy's
	CKE Restaurants Inc
	YUM! Brands

	
	
	
	
	

	
	
	
	
	

	Primary Business Model
	Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its company-operated retail stores. In addition to sales through their company-operated retail stores, Starbucks sells whole bean coffees through a specialty sales group and supermarkets. Additionally, Starbucks produces and sells bottled Frappuccino® coffee drink and a line of premium ice creams through its joint venture partnerships and offers a line of innovative premium teas produced by its wholly owned subsidiary, Tazo Tea Company. The Company's objective is to establish Starbucks as the most recognized and respected brand in the world.
	The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried potatoes, prepared salads, desserts, soft drinks and other non-alcoholic beverages and children's meals. The Group acquired a controlling interest in Cafe Express in Feb 2004 & certain real and personal property assets of Bess Eaton Donut Flour Co. Inc on May 5, 2004.
	The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in California.
	The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is considered as a venture capitalist acquiring restaurant chains in order to compete with McDonalds. The acquisition of new chains is driven by the differentiation strategy of the company.

	Primary Market
	Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old
	Quality concious singles from 18-50 years.
	Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.
	The entire quick service restaurant segment

	Financial Position relative to its ability to meet growth needs
	This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The company's working capital doubled in the last five years. Strong growth is to be expected. 
	The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasing negative number since 2001. This financial position as well as the low brand awareness outside the US direct us to the conclusion that there is not much growth potential. 
	During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their debts, which allows CKE management to refocus on improving the performance of their brands, while giving the company additional flexibility to finance its growth.
	Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously. 
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Length of time 

employed

Competitive advantage Estimate of value added[1]

Key innovations in 
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Expected future actions 

to enhance method
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exploit

Healty menu items 20 years There is a growing 

demand for healhtier 

items

The healthy menu items 

contribute to 20% of the 

free cash flow and it is 

expected to grow by 10% 

per year. The estimated 

value of the competitve 

method is calculated at the 

cost of capital of 1,6%.

Salads, fruits, lower 

fat, cholesterol free, 

GM food

Biotechnology Public opinion, food 

safety issues and 

reluctance to new 

technologies

Starbucks

Competitive methods

Length of time 

employed

Competitive advantage Estimate of value added[1]

Key innovations in 

the last five years

Expected future actions 

to enhance method
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exploit

The Fast-Casual 

concept

10 years New concept This concept contributes to 

60% of the free cash flow 

and is expected to grow by 

5%. Cost of capital: 

13,67%.

Increase of product 

range with the special 

ambiance for which 
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willing to pay a 

premium.

Change in consumer 

patterns 

Reducing labor cost 

CKE Restaurants

Competitive methods

Length of time 

employed

Competitive advantage Estimate of value added[1]

Key innovations in 

the last five years

Expected future actions 

to enhance method

Vulnerabilities to 

exploit

Acquisition of new 

brands

15 years Contribution to the CF  The acquisition of new 

brands contributes 11% to 

the free CF and is expected 

to grow at 2%. Cost of 

capital: 1,01%.

Acquiring small local 

affiliated chains in 

order to enter new 

markets. 

Increase working capital 

by focussing on their 

current activities.

The high level of debt 

to equity ratio prevent 

these companies to 

acquire more.

YUM! Brands Inc

Competitive methods

Length of time 

employed

Competitive advantage Estimate of value added[1]

Key innovations in 
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Expected future actions 

to enhance method

Vulnerabilities to 

exploit

The Multi Brand 

concept

15 years Direct impact on sales This concept contributes to 

20% and is expected to 

grow at 2%. Cost of catipal: 

18,54%

Operating same store 

multi brand outlets.

Attracting multibrand 

franchise contracts.

The non respect of 

franchise contracts.


Primary competitive methods

	McDonald’s competitive methods

	Primary competitive methods offered in the segment by leading competitors    



	
	Starbucks
	Wendy’s
	Subway
	Yum!
	Burger King

	High communication exposure (Leader)
	Followers
	Third
	Follower
	N/A
	Second

	Clear identification of primary target market (Leader)
	Target market from 16 to 50 years old with a focus on people with above average level of education. (New comers).
	Attract guests that are quality conscious. Not very well defined
	The target market is adults between 18 to 39, specifically families with young children.

Very large proportion of market segment


	There is no clear target market for the entire group that has more than six brands
	Targeting 18 to 39 and primarily 18 to 25. They are considered Followers.

	Excellent Brand Awareness +++++
	++
	+++
	++
	The synergy of different brands doesn’t constitute real brand awareness for YUM as a group.


	++++

	Number of outlets

31000 outlets
	11 522 system wide
	9687 system wide
	23642 system wide
	33000 systems wide. However, KFC accounts only for 11000 outlets as a burger direct competitor.


	11200 system wide

	Excellent control over food supply
	Not very well controlled as they try to provide the finest coffee (communicated as ethical coffee)
	The fresh food provided increases the food cost 
	The three different brands of Doctor’s associates have a negative impact on the food supply
	The multibranding doesn’t provide competitive advantage to reduce the food supply for a large scale of products.
	Comparable control to Mcdonald’s

	Very well controlled labor costs
	The quick-casual restaurant requires 5% more than the Fast food industry
	The fresh food has an impact on the bottom line so that concessions have been made in terms of labor
	Don’t meet the Mcdonald’s scale of operation that provides them the control on the labor cost
	There is little synergy between the different brands within the entire Yum group that could impacted to decrease the labor cost.
	The biggest issue for Burger king after the price war with McDonalds was the labor cost. Burger King ended up by decreasing the number of Staff in a single unit that have effected the entire profitability.




Buying groups

	Name

	Brief description of the major buying groups operating in the segment.  

Be sure to indicate the trends occurring with each group and how they will affect your firm.

	Franchisees
	McDonald’s succeeded in growing consumer foodservice sales by 19% over the past five years. However, this figure masks a fairly poor performance in the middle of the period, with growth in 2001 and 2002 being just 1% and 2% respectively in current value terms. In 2002, the company also recorded its first ever quarterly loss.

However, the company introduced its revitalization plan in 2003, with a global marketing campaign and a reduction of its non-core interests. Its extended opening hours and value menu in the US also drove sales, along with a heightened focus on operations. This resulted in excellent system-wide sales growth of 11% in 2003 over the previous year alone.

Growth was stronger in company owned outlets than in those owned by franchisees and affiliates, both in the review period as a whole and in 2003. This was partly due to the acquisition of the Boston Market chain in 2000, as this large chain is wholly company-operated. There was also a general but subtle shift towards company-operated outlets, with the company building up its unit portfolio in key areas. Despite this, franchising remains key to the company and franchised or affiliated units accounted for 72% of overall system-wide sales in 2003.
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Potential competitors

	Name
	Brief description of why you feel those organizations identified are potential competitors.

What trends are developing to cause you to believe they are potential competitors and how they will affect your firm.

	Non affiliated Chains
	Non affiliated Chain restaurant are basically the privately owned restaurant operating in a small number of outlet specifically in local area. This category includes Sandwich stores, Hot dog sellers, and any other ethnical store. The trend to have a more customized and ethnical food product provides this segment to pursue. The small non affiliated chains are quicker to adapt to local market changes as opposed to any global company that requires a more global strategy to adapt.

	Local affiliated chain
	This category includes small but strong fast food chains that have created a barrier of entry to every global company trying to enter their market. However, this barrier of entry differs from country to country that allows affiliated chains to grab the opportunity.

	Contract Catering
	This category includes global Contract catering companies as well as local contract catering companies. Even if it has been stated that the sector of food for this companies is not growing, they are still growing by contracting with additional companies like feeding and multi services for the hotel industry.


Substitute products and services and services

	Name
	Brief description of why you feel these are possible substitute products and services.

What trends are occurring here to support your identification of these substitutes and how they will affect your firm.

	Supermarket

Home meal replacement

HMR
	Supermarkets offer ready-to-heat or ready-to-eat meals in what has become a $44 billion category in the US. HMR is an attempt to recapture lost market share. Convenience (50%) and diversity (31%) are the two factors that most influence the decision to purchase HMR products. Consumers prefer meals that are ready to eat (77%) versus ready to heat (20%) or ready to assemble (3%).

Cost, diversity, practicality with a longer conservation (one week in the fridge or frozen), healthy and fresh products are also key drivers.

The problem for McDonald’s is that the food can’t be stored (fries are thrown away after 7 minutes). To compete with this growing market, McDonald’s has to focus on convenience and diversity.

	Meals at home


	Meals at home represent 70% of total meals eaten. The change in family structure (reduction of the household size, increase numbers of women in the work force) places tremendous pressure on time, impacting home cooking.

"Bundled meal kits" that contain fresh meat strips, sauce, pasta and vegetables are now present in supermarkets, allowing consumers to prepare a complete meal in less than 20 minutes, which could respond to the time problem for cooking at home.

Besides, empirical studies do find that larger households tend to spend less money per capita on away from home products. (eg Mc Cracken and Brandt). Since household size is forecasted to decrease worldwide, the proportion of meals prepared at home will decrease

Today web sites are available showing how to cook McDonald’s food at home. (E.g. www.recipezaar.com)


	Full-service restaurants

www.ers.usda.go
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Fast food restaurants had been increasing their share of the growing away-from-home US market until the middle of the 1990s. Sales at fast food restaurants briefly surpassed those at full-service restaurants around the same time. However, the fast food share of the away-from-home market has been relatively steady since then. The full-service restaurant segment is seemingly poised to expand its share of the away-from-home market (Restaurant Industry 2010). This trend is not a good one for McDonald’s since it shows that customers have different needs today that seem to be better fulfilled by full-service restaurants. The key value drivers for full-service restaurants are: diversity, comfort, quality, health, pleasure, intimacy, personalized service, value, time.

The key issue for McDonald’s is to work on service, diversity and health.

	Ethnic Cuisines
	According to new research, ethnic cuisines are increasing in popularity. The rise in awareness and popularity of these cuisines can be attributed to the increase immigration and culture diversity. 

McDonald’s has introduced more ethnic food recently in response to this trend.

	Home delivery
	The NRA report (Restaurant Industry 2010) projects that home delivery will soar to more than double the volume it is today. This trend reflects the need for more convenience, comfort and timesaving. This is a threat for Mcdonald’s because their home delivery activity exists only in India and Middle East (low labor costs)


Regulators

	Name
	Function
	Brief description of area of regulation affecting segment.

What are the key trends you have observed for each regulator and how they will affect your firm.

	The US Food and Drug Administration
	The FDA is responsible for protecting the public health by assuring the safety, efficacy, and security of human and veterinary drugs, biological products, medical devices, the US food supply, cosmetics, and products that emit radiation. The FDA is also responsible for advancing the public health by helping to speed innovations that make medicines and foods more effective, safer, and more affordable; and helping the public get the accurate, science-based information they need to use medicines and foods to improve their health.


	The Food and Drug Administration has adapted a food safety program. In 1994, FDA proposed regulations that would establish the Hazard Analysis Critical Control Points (HACCP) system for the seafood industry. FDA issued its final rule on HACCP for seafood in December 1995. The seafood industry must implement HACCP by December 1997. In an August 1994 advanced notice of proposed rule-making, FDA announced that it is considering developing HACCP regulations for many other segments of the U.S. food supply. These would include both domestic and imported foods. HACCP has been endorsed by the National Academy of Sciences, the Codex Alimentarius Commission ( and international food standard-setting organization), and the National Advisory Committee on Microbiological Criteria for Foods. All U.S. slaughter and processing plants will be required to adopt the system of process controls to prevent food safety hazards known as Hazard Analysis and Critical Control Points (HACCP). To verify that HACCP systems are effective in reducing contamination with harmful bacteria FSIS is setting pathogen reduction performance standards for Salmonella that slaughter plants and plants that produce raw, ground meat and poultry will have to meet. In addition, slaughter plants will be required to conduct microbial testing for Generic E. Coli to verify that their process control systems are working as intended to prevent fecal contamination, the primary avenue of contamination for harmful bacteria. FSIS is also requiring plants to adopt and follow written Standard Operating Procedures for sanitation to reduce the likelihood that harmful bacteria will contaminate the finished product.

Within the United States, compliance with the FD&C Act is secured through periodic unannounced inspections of facilities and products, analysis of samples, educational activities, and legal proceedings. It is the responsibility of the owner of the food in interstate commerce to ensure that the article complies with the provisions of the FD&C Act, the Fair Packaging and Labeling act and their implementing regulations. In general, these Acts require that the food product be safe, clean and wholesome and its labeling be honest and informative.
The first documentation on the effects of trans fats—a product created when liquid vegetable oils are made into semi-solids that mimic animal fats such as shortening and hard margarine—on human health hit the scene in 1956 in the pages of the respected medical journal The Lancet, in which it was noted that trans fats are double-trouble in the arteries, reducing “good” HDL-cholesterol while increasing “bad” LDL-cholesterol. Still, little was done then or since to prevent their use. These potential health threats, however, were finally acknowledged in 1995 when Holland became the first country to legally require massive reductions of trans fats in margarine..

The US Food and Drug Administration will require the amount of trans fats to be listed on all food nutrition labels as of 2006. Trans fats are found in the partially hydrogenated oils often used in foods, and have been linked to maladies such as heart disease and cancer. For the first time, consumers will now be able to compare foods by looking at the Nutrition Facts panel. 
For Mc Donald’s this will clearly have a negative impact as customers will be more aware of the number of calories, fat density and other harmful ingredients. Mc Donald’s best seller, The Big Mac, includes nearly 500 kilo calories and the new regulation will most likely lower sales as consumers are becoming more health conscious. The recommended daily number of kilo calories for women is for instance less than 2000 kilo calories. 

	The European Commission/ Eur-Lex

	The European Commission/ Eur-Lex establishes the European legislation and the decision-making procedures from their concept to their conclusion.


	In 2003, the EU’s executive body mooted the idea, to member states, that it would revise the current directive (90/496/EEC) on nutrition labelling. Two years on, the Commission is still at a ‘reflective’ stage, with neither new proposals on the table, nor even a plan for a proposal this year. Despite this, an impact assessment funded by the Commission, and made available recently, has come up with some firm figures. 

After interviewing 203 companies with a turnover ranging from under €2 million turnover to €50 million, the report concluded direct costs of a label change would fall into the range of € 2,000 to € 4,000.  And if a label required redesigning, the additional costs could be in the range of € 7,000 - € 9,000 per product. 

Nutrition labels, the small window of a food product, are currently in the spotlight as industry and government deliberate how information provided thereon could help tackle poor nutrition and obesity, and educate the consumer about healthy diets. 

Looking at the costs of laboratory analysis of food, the greater the number of foodstuffs on the label, the higher the costs. 

Where the label information only relates to the ‘Big 4’ – energy, protein, carbohydrate and fat – costs of laboratory analysis may average €57 per product, finds the impact assessment. 

If the label requirement were to increase from four to seven items by the addition of sugars, saturated fatty acids and sodium, the cost would leap up to an average of €256 per product. 

“Were fibre to be included in the label the costs would rise to an average € 354 per product,” adds the report. 

Turning to ingredients calculations, the assessment concluded the cost of calculating nutrition information using computer databases can be more than € 70 per calculation. 

Investigating the current extent of tabular nutrition labelling throughout the EU, the study surveyed 2,954 products in a range of food outlets in four member states: Germany, Poland, Spain and the UK. 

The most comprehensive labelling was found in the UK where 75 per cent of all products surveyed were labelled, followed by 54 per cent in Spain, 50 per cent in Germany and 41 per cent in Poland.


	US Government, UK Parliament 
	US Government and UK Parliament are the main regulators in respective countries.
	Increases in the starting wages have already taken place in UK and is under discussion in US. The bottom line of an increase in the starting wage is for obvious reasons a significant increase in overall labor costs for fast food restaurants. It might also force restaurants to increase their prices which could have a negative impact on the demand. 

	International Labor Organization
	The International Labor Organization is the United Nations specialized agency which seeks the promotion of social justice and internationally recognized human and labor rights.


	Fast food restaurants are relying on low labor costs. One way the industry has met this challenge in the past has been to employ newcomers to the labor market, primarily immigrants.  Due to the fact that a record rise in irregular forms of migration has occurred in recent years, many nations are now crafting legislation to limit immigration. If this trend continues on a global basis, the option of low labor costs may be denied in the future. 

	European Commission
	The European Commission is the driving force and executive body of the European Union. 
	In recent years the poultry industry worldwide has suffered serious damage due to avian flu epidemics. On 28 April 2005, the European Commission adopted a new proposal of directive on avian influenza. The aim of the new legislation is to ensure that the most appropriate surveillance and prevention measures against avian flu are in place and that the health risks, economic costs and the negative impact on society in the event of an outbreak are minimized. This new legislation, if approved, might raise the poultry prices in the short term. 



	US Government, European Commission,

The Codex Alimentarius Commission (Codex)


	
	New safety regulations often follow in the wake of a problem that was not anticipated e.g., the restrictions on the processing and sale of beef once the nature of BSE was appreciated. However, the US and EU regulations covering genetic modification are an exception, as they were developed in advance of the occurrence of any hazards to health or the environment. New EU regulations were introduced in April 2004 to control the safety assessment and labelling of foods consisting of, containing or derived from a GMO. In UK McDonald's and Burger King, say they removed genetically-modified (GM) ingredients from their menus for the introduction of new labelling laws.
The way governments have regulated GM foods varies. In some countries GM foods are not yet regulated. Countries which have legislation in place focus primarily on assessment of risks for consumer health. Countries which have provisions for GM foods usually also regulate GMOs in general, taking into account health and environmental risks, as well as control- and trade-related issues (such as potential testing and labeling regimes). In view of the dynamics of the debate on GM foods, legislation is likely to continue to evolve. No specific international regulatory systems are currently in place. However, several international organizations are involved in developing protocols for GMOs. 



	US Government
	
	US Government is examining the existing regulation of the marketing of fast food and the problem of obesity. This is a key area of interest currently, with obesity reaching dangerous levels in many markets and much media and consumer interest in the correlation between obesity and fast food consumption. The Bush administration is clearly concerned with health related issues. The 2004 budget included USD$100 million to combat various health problems, including obesity. 

A Federal Trade Commission official recently told a conference of consumer groups that the U.S. government has no plans to ban or limit junk food advertising to kids. Instead, regulators will begin a number of programs designed to encourage "responsible marketing" of food products to children. "Let me make this clear this is not the first step toward (a ban)," the official said. "The FTC tried that approach in the 1970s and it failed." 

McDonald’s was unsuccessfully sued in 2002 by two New York teenagers claiming that eating at the chain made them obese. Although the Personal Responsibility in Food Consumption Act was passed in March 2004, blocking consumers from carrying out similar actions, the threat of government action to clamp down on advertisements of food remains, with many countries currently considering as “fat tax” on unhealthy food.

In the circumstances, fast food companies would be wise to review their products, marketing practices and the extent to which nutritional information about their products is available. These actions will ensure that they are well placed to answer any allegations.  

	European Governments
	
	At a time when obesity and related illnesses are becoming epidemic among Europe's children, governments are starting to come down hard on the marketing and advertising of junk food across Europe. Until now, nutritional food labeling in Europe has been in many ways less regulated than in the United States. 

These measures range from simple requirements for more accurate and customer-friendly labeling to far more radical plans: mandating that nonnutritious foods be branded with a red stop light; requiring health warnings on junk foods like those on cigarettes; and banning food advertising that is aimed at children from television altogether.

In the United States, with its powerful food industry lobby, regulators have rejected such methods as overzealous. 

"The food industry doesn't want to end up in the same category as tobacco companies, and they shouldn't - because food, unlike tobacco, is not inherently dangerous," said David Byrne, who recently retired as the European Union's health commissioner. "But there is no excuse for advertising that a product is 'low fat' if it's 43 percent sugar. And industry has to adopt a responsible attitude, otherwise regulators will have to move in."

As of Jan. 1, Ireland imposed a ban on television advertisements for candy and fast food. Wrappers now must carry warnings like, "Fast food should be eaten in moderation as part of a balanced diet," or, "Snacking on sugary food and drinks can damage teeth." The new code also prohibits using celebrities and sports stars to promote junk food to children. 

Sweden and Greece have also enacted legal limitations on children's food advertising.

But the need for strict reforms is perhaps greatest in Britain, health advocates say, where money spent on fast food advertising and rates of childhood obesity have skyrocketed in tandem over the past 10 years. Three-quarters of all advertising on children's television in Britain is for food, researchers say, and 90 percent of the ads are for products high in fat, sugar or salt.

.

Burger King was for a long time the major sponsor of "Teletubbies" on public television, Rigby of the UK authorities said: "We think this needs to be stopped. Small children are very vulnerable and need to be protected."

The 10 biggest food advertisers in England, all of which target children, have raised their yearly budget by a collective £100 million, or $150 million, in the last 10 years. The biggest food advertiser, McDonald's, spent £44 million on ads in the past year, a figure that has doubled in the past decade; Coke was next in line, according to a report commissioned by the British government last year.

"The evidence is quite clear that advertising has an impact on what children eat, and the advertised diet is an unhealthy diet, high in salt, sugar and fat," said Gerard Hastings, of the Center for Social Marketing at the University of Strathclyde, who prepared last year's report.

In a white paper released in November, Britain's health secretary, John Reid, laid out his plan of counterattack: By the middle of 2005, the British government will require food to carry clear and accurate nutrition labels about fat, sugar and salt content. The British Food Standards Agency is currently studying various proposals, centered on a stop-light logo system, that would rate packaged foods as unhealthy (red), neutral (yellow) or healthy (green).

Beyond that, the white paper calls for the industry to work with legislators to create a voluntary code of conduct governing the sales, promotion and advertising of junk food to children. If the voluntary response is not satisfactory within two years, the government will enact potentially draconian legislation. 

Conditions for the sale of foods falling in the red-light category could be restricted, for example, with supermarkets barred from promoting such products with 2-for-1 sales, or tie-ins to movies or toys. Another possibility would be making it illegal to sell foods that contain more than a certain percentage of sugar or fat.

Companies that profit by making only products that are deemed unhealthy - such as Coca-Cola and Cadbury's, Hastings said - could be required to pay in to a government health fund to promote healthy eating and cover medical costs associated with obesity.

.

To improve its nutrition reputation in England, McDonald's now offers and advertises an array of salads, as well as porridge and fruit for McBreakfast. But on a recent day at the gleaming McDonald's next to the Liverpool Street Underground station, the most aggressive and eye-catching promotion was for McDonald's new "Twister Fries," a high-fat food advertised by characters from the blockbuster movie "The Incredibles."

.

Such tie-ins are endemic in the junk food industry. In Europe, Cadbury's pays sports stars to promote its chocolates. Disney and Kellogg recently created a new breakfast cereal, Mickey's Magix (it is 83 percent sugar and starch).

"Is this a breakfast cereal or a confectionary?" asked an incredulous Tamsin Rose, general secretary of the European Public Health Alliance, at a recent conference in Brussels. 

In addition to in-store promotions, many manufacturers now have elaborate Web sites, with computer games tied to their product. In one, children are asked to help pieces of cereal shaped like fruit defeat and kill their enemy - real fruit. 

"These companies can decide to reform themselves, and they should do it now," Hastings said. "They have to take responsibility and acknowledge their contribution to the obesity epidemic - to be part of the solution. Otherwise they'll end up facing intense regulation like the tobacco companies, or junk food lawsuits like there are against McDonald's in America."



	ISO (International Organization for Standardization)
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	ISO (International Organization for Standardization)

is a global network that identifies what International

Standards are required by business, government and

society, develops them in partnership with the sectors

that will put them to use, adopts them by transparent

procedures based on national input and delivers them to be implemented worldwide.
	Although voluntary, ISO standards are widely respected and accepted by public and private sectors internationally. ISO looks into standards for Corporate Social Responsibility. Moreover, “a growing number of companies have recognized the business benefits of corporate social responsibility policies and practices. Companies which take these issues seriously not only achieve benefit to society. 

McDonald’s can also enhance its reputation, improve its competitiveness and strengthen their risk management by implementing ISO standards.



	US The Food Safety Inspection Service (FSIS)
	The Food Safety Inspection Service (FSIS) is responsible for ensuring that meat (derived from cattle, sheep, swine, goats, and horses) and poultry products moving in interstate and foreign commerce are safe, wholesome for consumption, and accurately labeled.
	Under the Federal Meat Inspection Act and the Poultry Products Inspection Act, FSIS inspects all meat and poultry sold in interstate and foreign commerce, including imported products. Approximately 7,400 Federal inspectors carry out inspection laws in some 6,200 plants. Inspectors check animals before and after slaughter. They prevent diseased animals from entering the food supply and examine carcasses for visible defects that can affect safety and quality. FSIS also inspects products during processing, handling, and packaging to ensure that they are safe and truthfully labeled. To address specific concerns, inspectors can test for the presence of pathogenic microorganisms and violative drug and chemical residues. The Agency operates three field laboratories to provide analytical support.

	US Department of Agriculture
	USDA leads the Federal anti-hunger effort with the Food Stamp, School Lunch, School Breakfast, and the WIC Programs.

USDA is the steward of our nation's 192 million acres of national forests and rangelands.

USDA is the country's largest conservation agency, encouraging voluntary efforts to protect soil, water, and wildlife on the 70 percent of America's lands that are in private hands.

USDA brings housing, modern telecommunications, and safe drinking water to rural America. 

USDA is responsible for the safety of meat, poultry, and egg products. 

USDA is a research leader in everything from human nutrition to new crop technologies that allow us to grow more food and fiber using less water and pesticides. 

USDA helps ensure open markets for U.S. agricultural products and provides food aid to needy people overseas.


	All commercial shipments of meat and meat food products offered for entry into the United States are subject to the regulations of the Department of Agriculture and must be inspected by the Animal and Plant Health Inspection Service (APHIS) and the Food Safety and Inspection Service (FSIS) prior to release by U.S. Customs. Meat products from other sources (including, but not limited to wild game) are subject to APHIS regulations and the provisions of the Federal Food, Drug, and Cosmetics Act, enforced by the Food and Drug Administration. 

Meat and poultry (including game and fowl), products can only be imported from countries and plants approved by the United States. The Federal Meat Inspection Act, requires countries that export meat and poultry to the United States to impose inspection requirements at least equal toU.S. requirements. Imported meat and poultry products are inspected in the country of origin just as domestic products are inspected in U.S. slaughter and processing plants. FSIS reviews foreign inspection systems to ensure that they are equal to the U.S. system. FSIS also reinspects imported meat and poultry products on a sample basis as they enter the United states. Data derived from import reinspection constitute a check on the effectiveness of foreign inspection systems.

At the U.S. port of entry all meat products are checked for transportation damage, labeling, general condition, and proper certification and residue level. Residue levels must have certification. U.S. requirements also require foreign countries to impose controls equivalent to those of FSIS to prevent species substitution. A product labeled beef, for example, must be beef and cannot contain a less expensive product. FSIS scientists have developed verification tests which are quick and inexpensive.


Supplier analysis

	Name
	Number of Units in geographic area
	Brief description of products and services offered.

What are the key trends you have observed for each major supplier and how they will affect your firm.

	Labor supply

Source: www.ilo.org
(International labour office)
	30,000 units
	Trends:

Given the aging of the population with its twofold causes (a low fertility rate and an increasing life expectancy), the patterns of the workforce is going to evolve.

The main consequences will be:

· tighten labour markets

· aging laborforce

Those two consequences leading to an increase of the labor cost.

Consequences for McDonald’s:

· if McDonald’s wants to attract employees in this shrinking labor market, they will have to improve their working conditions. McDonald’s faces a social problem, especially in the US where one out of every eight workers has at some point been employed by the company. McDonald’s is accused of exploiting their employees: the roughly 3,5 million fast food workers are by far the largest group of minimum wage earners in the US. The only American who consistently earn a lower hourly wage are migrant farm workers.

·  A second consequence is that McDonald’s will have to adapt to an aging labor force, an industry with a young labor force due to the working conditions (standing jobs, high turnover, low skilled mission leading to a high interchangeability between workers…)

If labour costs go up, McDonald's, instead of raising prices, can invest in automation, cut back working hours, or reduce their opening hours in marginal locations so as to reduce the labour costs. 

	Raw material

Food
	All around the world

Use of local sourcing

More than 600 suppliers just in the US


	Food Supply:

Products used extensively : beef, bakery goods, chicken, pork, and potatoes

Trends: 

Beef:
Per-capita consumption of beef is expected to decline from 69.7 pounds (retail weight) in 2000 to 64.3 pounds in 2010. As a percentage of all meat expenditures, beef represented 43.5 percent in 2000; it should decline to 41 percent by 2010. 
Beef production is forecast to decline 5 percent in 2001 and 1 percent in 2002. Production is expected to rise slightly through 2010. Production and per-capita consumption of veal should decline slightly during the next decade.

Vegetables:

There is a need for continued support of agricultural research and policies in developing countries. Most of these future increases in crop productivity will come from a further intensification of crop production. The bulk of the increases in production will come from increasing plant yield and through more intensive land use (e.g., multicropping or high cropping intensities, biotechnology…).

Consequences on the firm:
Suppliers convert agricultural raw materials to finished food products. A global system related to the four environmental guidelines (water, energy, waste, and air) must be set up to monitor efficiently the variations among suppliers based on product type, scale, experience with the issues, and local conditions.
They have to work individually with each supplier: first to collect baseline performance data and then to develop agreed-upon goals for improvement.

McDonald’s being one of the largest buyers of certain resources in geographic area; they influence the price and the market significantly. As crop will increase, cost will decrease slightly as the supply will be higher than the demand.

	Packaging


	
	Trends:

Environment is the primary focus on packaging issues.

Consequences on the firm:
McDonald's is currently the largest user of recycled paper in its field. McDonald’s control of packaging and recycling will allow savings for the firm.

	Equipment
	
	Trends:

Equipments are improving in a reliability, productivity, cost, energy savings and technology

Consequences on the firm:
automation of one job could save about $900 million a year system wide (82 dollars saved per day per unit)

	Energy supply

www.ipaa.org
	
	Trends:   

Electricity usage is predicted to ramp up as more consumers continue to switch to electricity-based technologies, constituting the fastest growing source of delivered energy.

Consequences on the firm:

As a result of its electric consumption, and because fast food trends are to go for more technological support, energy cost for McDonald’s will increase.


APPENDICES
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1,067 Japan 0,003 Croatia
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0,250 Malta 0,002 Thailand

0,190 Brunei Darussalam 0,002 Bulgaria

0,177 France 0,002 Dominican Republic

0,164 Fiji 0,002 Estonia

0,133 Peru 0,002 Paraguay

0,126 Puerto Rico 0,001 Venezuela

0,120 Portugal 0,001 Canada
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0,033 United Arab Emirates 0,001 Jordan
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0,021 Kuwait 0,001 China

0,020 Denmark 0,001 Indonesia

0,019 Austria 0,001 Russia

0,017 Belgium 0,000 Egypt

0,015 United States 0,000 Saudi Arabia

0,011 Italy 0,000 Ecuador

0,010 Ireland 0,000 Sri Lanka

0,009 Australia 0,000 Belarus

0,009 Chile 0,000 Pakistan

0,009 Lithuania 0,000 Oman

0,009 Jamaica 0,000 India

0,005 Grand Total
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item Al from ages Age 1217 Age 18-39 Age 40-59 Age 60+
2+ 25 611 Male Female Male Female Male Female Male Female

Number
Meals per day 27 29 28 27 25 26 26 27 27 27 27
snacks per day 16 21 16 . 17 15 15 1 15 14 2

Percent

Meals:

At home 77 68 6 70 61 68 0 75 82 84
Away-from-home 2 23 32 34 30 39 32 0 25 18 16
Fast food! 43 40 27 0 32 54 49 44 44 34 31
schools' o 2 42 3 3 NA NA NA  NA NA  NA
Restaurants' % 9 9 9 15 26 30 % 30 40 37

Others' 23 28 21 18 2 20 22 20 2 2 32
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COMPETITIVE METHODS

EXECUTIVE SUMMARY
In order to achieve the co-alignment principle, McDonald’s will carefully take into account the forces driving change in the environment of the firm. There are three major forces within the remote environment that will impact McDonald’s strategic plans:

-aging of population

-biotechnology

-public opinion.

These three forces may also display a set of cause-effect relationships in the task environment, hence affecting competitors, buyers, suppliers and regulators.

For McDonald’s, global aging means:

- a decrease in the number of young customers (30% today, 20% in 2050) and an increase in the number of older customers (need to adapt their products and their services to this market)

- Shortage of supply of labor, making it difficult for McDonald’s to retain top-quality personnel.

McDonald’s currently exploits various competitive methods. Regarding the sales directly linked to those competitive methods and the value drivers, we classified them in order of value adding capability for McDonald’s:

-Happy meal for children

-Big Mac as the brand signature

-Drive thru service

-Speed of service 

-Consistency of the product all over the world

-Adaptation to local taste and diversity 

-Cleanliness and food safety

Each current competitive method has a life span according to its position in term of life cycle. The QSR industry has diverted from its main market (burgers) to a more diversified market (quick casual restaurant and healthy products) 

In order to maintain McDonald’s global market share, we have determined the competitive methods that the firm will employ in the future and generate value for the firm in the future: (based on a forecast up to 2035)

- Investment in biotechnology by creating a joint venture 

-Special menu for the elderly

-Convenience and technology

-Better Access (vending machine and delivery, nano burgers)

-Nano engineered restaurants

Among our present and future competitive methods, we estimated that the one that will give us the most value is the competitive method concerning Biotechnology. Biotechnology will contribute up to 30% of our sales in 2035.

Biotechnology will be our leading competitive method because it is the one responding the best to the environment: 

· the product will be adapted to aging population

· it will also respond to public opinion concern about obesity, health and safety

· it will follow the expanding biotechnology trend

Since it takes 6 years from the development to the commercialization of a biotechnological product, we based our analysis on a 6 year period , in other words 5x6 = 30 years.

In order to invest in biotechnology, McDonalds will create a joint venture with a company that has the core competencies in this field. Monsanto for example is considered to be a leader in biotechnology research. Based on Monsanto yearly budget in R&D of $520 Mio we assume that McDonalds has to invest $ 3.34 billion in creating a separate company (joint venture) with, for example, Mansanto. This joint venture will have the duty to perform R&D exclusively for McDonalds. The main clients of this R&D company are McDonalds outlets, whether franchised or owned outlets. The supply chain goes from the R&D company to different food suppliers who will act like subcontractors in processing the food for McDonalds.

According to the demand curve and the comprehensive estimations and assumptions, we computed the cost of capital for McDonalds. After discounting future cash flows with a project cost of capital of 15.89% the net present value of our future competitive method has an IRR= 19.67%. Using the WACC of 15,89% the NPV will show a positive value of $ 1.66 billion.

As this competitive method has showed a positive NPV and a high internal rate of return, we advise McDonalds to invest in Biotechnology in order to keep the competitive advantage of being the leader in the global market in the restaurant industry in the coming 30 years and not loose the opportunity to its growing competitors. 

Current competitive methods

	Competitive Method


	List and describe products and services
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	Description of the product:

The Happy Meal was launched in 1979, for kids between 2 to 7 years old. It consists of an entree (hamburger, cheeseburger or chicken nuggets), fries, small drink and, probably the most important, a free toy.

McDonald’s signed a 10-year-partnership contract with Disney in 1996. The toys they use in the Happy meal are Disney cartoons related and are distributed according to Disney movie broadcast.

Those toys change every week in each restaurant not to weary kids.

Key value drivers related to Happy Meal:

* The increase number of working women in the workforce (Mom is the primary purchaser of Happy Meal)

* Globalization and the spread of a global culture attractive for kids

* Age : high consumption of McDonald’s within young persons

* Demographics : share of the children in the world = 30%

Cause and effect relationship:

This menu is crucial to McDonald's. It accounts for more than 20% of U.S. transactions, or approximately $3.5 billion in an​nual revenue, according to McDonald's. It also generates sales from the adult who buys a child a Happy Meal. Some restaurants report that average orders with Happy Meals - whose prices vary according to market but start at $1.99 - are 50% higher than those without Happy Meals.

But since 2002, the sales of Happy Meal flagged and accused a decrease of 11% in 2003, a critical situation for McDonald’s’ since Happy Meal represents 40% of their global revenues (including the sales of parents’ meal). The reason is a parents' focus on healthy eating following publicity about rising child-obesity rates. 

In response to this public opinion issue, McDonald's is considering a variety of menu add-ons, including apple slices, fruit juices, yogurts, fish, peanut-butter-and-jelly sandwiches and carrot sticks. The aim of this redefinition of the product is to improve McDonalds’ image, increase sales, improve the image of the Happy Meal and attract parents with health and balance arguments.

This new offer was a real success. According to a survey, 80% of mothers are satisfied and sales jumped from -11% in 2003 to +15.9% in 2004.

But the Happy Meal doldrums may go beyond missing out on the hottest toys. This offer should evolve because kids are demanding for more interactive toys. McDonalds’ has limited choice for the toys since they signed an exclusivity contract with Disney. But, this contract will end in 2006 and they should renegotiate it in a sense that makes it possible for them to work with other companies. For example, the cartoons of DreamWorks lastly were really successful among kids (Madagascar, Shark Tale, Chicken run, Shrek).
McDonalds’ has yet responded to this need introducing Play Station in some restaurants.

Life cycle:

To avoid wearying kids, toys are changing every week and McDonalds’ increase the choice of main course in the Happy Meal menu (from 3 to 6 products in France for instance).

Kids are not loyal consumers. Toys are a real issue to attract them. 

It takes 3 months to order a toy, produce it in China for example, and distribute it through the network of outlets, advertising and training included. (Source: Groupe Flo, France).
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	Description of the product:

The main products of McDonald’s are global ones: the Big Mac, French fries and Coca Cola meal can be found everywhere in the world.

But, McDonald’s also diversified its offer proposing more local products adapted to local tastes. These are all examples of how McDonalds’ adapts its product offer in international environment:
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Greece

Greek Mac sandwich

[image: image68.jpg]M&wa/
HFRUITYOGURT SHRIMPS

DRINK I




 [image: image69.jpg]


 

Switzerland – Shrimps, mozzarella salad and breakfast croissant   
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Mc Pork - Portugal
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Japan – Pan cakes + Teriyaki burgers
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China (beef with rice)




Espagne – McPepito (beef with herbs, plancha vegetables, spicy sauce)

We can add also McSpaghetti in Philippines, McLaks (grilled salmon sandwich) in Norway, McHuevo (poached egg hamburger) in Uruguay, Samurai Pork Burger in Thailand.

In India, McDonald’s opened with a beef-less and pork-less menu and special product formulations to accommodate Indian culture and palate. McDonald's commitment to its Indian customers is also shown in its development of special sauces that use local spices. 

McDonald's has also changed its operations to address the special requirements of a vegetarian menu. Vegetable products are prepared separately, using dedicated equipment and utensils. 

Value drivers:

-Increase in the number of religious adherents worldwide

-Increase in the number of immigrants.

-Diversity is a reality in today's society, particularly language and cultural diversity.
Cause and effect relationship:

This dedication to local cultures is not new for McDonald's. For the past 49 years, McDonald's has opened restaurants in about 120 distinctly different countries and cultures. With guidance from its local partners, McDonald's is able to adapt - where necessary - its menu and restaurant operations because they discovered that local tastes are not easily changed or homogenised, but instead show considerable resilience in the face of ‘global’ flows of ideas and products. 
McDonald's local owners understand what their customers want and perhaps more importantly, what is acceptable within local customs and values. 

Demand for goods and services in the domestic market are not homogenous. The profitability and growth of any business depends on reaching the 'whole market'. McDonald’s’ has realised that, despite the cost savings inherent in standardisation, success can often be attributed to being able to adapt to a specific environment. This is indeed the case with its implementation of its pricing strategy, which is one of localisation rather than globalization.

As local franchise owners developed popular new products, the national chain adopted these innovations. For example, one restaurant owner in a Roman Catholic neighbourhood developed a fish sandwich to attract customers on meat-less Fridays. The Fillet-O-Fish sandwich became the first of many additions to the McDonald's global original menu.

According to the demand for more adapted products, McDonald’s also created the Food Studio in France to explore the European tastes evolution. In collaboration with nutritionists, McDonalds’ works on the development of creating more variety and satisfying the needs and the new consumption trends.

Life span:

To estimate the life span of this CM, we have taken the example of the introduction of Halal products.

Taking the concept of 'community tastes' one step further, restaurants with a high portion of Muslims customers have decided to appeal to customer's beliefs, as well as their tastes, by serving Halal burgers. Without Halal meats on the McDonald's menu, Muslim customers were generally limited to salads and desserts.

The different steps are the following ones:

· Meat patties had to be sourced from a Halal supplier 

· Other suppliers had to be verified as Halal - such as Coca Cola (1 month)

· Establish and implement new food handling procedures (1 month)

· Cooking equipment have to be installed to ensure there wasn't mixing of Halal and non-Halal products (1 month)

· Staff would need to be trained and briefed on Halal (1 month)

The costs were determined to be fairly minimal compared to the possible benefits of increasing sales to the Muslim community. The costs consisted of: 

· The certification process

· Buying the meat patties from a Halal supplier, which is approximately 10% dearer than regular meat patties

· A one-off cost of approximately $4000 for new equipment

· Staff retraining, which took approximately one week

· Advertising costs - most knowledge regarding the initiative was spread by word of mouth and local media coverage in community newspaper s, and the Sydney- based newspapers

· A registration fee of $600 per year charged by the certification authority

· A Halal slaughter certified staff member must also be employed to sign off on all meat delivered to the restaurant, a requirement of the certification authority.

The estimated life span of this local taste menu is then around 4 to 5 months. 
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	Description of the product:

The Big Mac is a type of hamburger sold since 1968. It was apparently inspired by a similar double-decker hamburger sold by the Big Boy chain since 1936.According to a famous advertising jingle; it consists of "two all-beef patties, special sauce, lettuce, cheese, pickles, and onions on a sesame seed bun." However, the most distinctive feature is a middle layer of bread that is used to stabilize the contents of the hamburger to prevent spillage.

Big Mac is unique; no other burger has the same combination. It is made of unique ingredients that make up the perfect combination – without one of these ingredients – it is not the Big Mac. It has the image of an 'authentic' and 'original' hamburger.

A world Big Mac contest is also on track and the world’s top Big Mac eater consumed 20,000 Big Macs so far.

Value drivers:

· Globalization: the American culture has spread its values and way of life. Big Mac can be seen as a brand on its own. People refer to the product directly without specifying the McDonald’s brand behind it. 

· Consistency: customers who go to fast food rely on products consistency because they are use to feel the texture, the taste and the portion of the sandwich.

Cause and effect relationship:

The Big Mac is known worldwide, and is often used as a symbol of American capitalism. The Economist has used it, only half jokingly, as a reference point to determine the cost of living in different countries — the Big Mac index — as it is so widely available and the product largely comparable across markets.

Life Span:

Big Mac is one of the most important signatures of McDonalds’. This is the most famous hamburger in the world.

Such a huge symbol relies on years of marketing and can’t be replicated by competition. 

Even if competitors have star item on their menu, the Big Mac remains the most famous one.

But, the Big Mac has 492 calories. With the growing concern for health and nutrition, the lifespan of the Big Mac is reduced to 5 to 10 years because it will not fit tomorrow’s trends and will have to be adapted.
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	Description of the product:

The service and products that McDonalds’ offers worldwide is the one of consistency : 

· a consistent name

· a consistent essence and positioning of the brand

· the same target segment in every market

· a great similarity in execution (pricing, packaging, advertising) across cultures

· and the most important : the same taste for their products
McDonald's strategy is to deliver a consistent product, no matter which restaurant a customer visits. This has remained a hallmark of McDonald's, even as their menu has expanded over the years. Customers know they can count on being served the same Big Mac, whether they are at a McDonald's in Moscow, Paris, Sydney or Hong Kong
Value drivers:

· Globalization: McDonald’s being present in 120countries world wide; the consistency of the products is a critical success factor for the firm.

· Food security and safety: Nowadays, health and food related diseases are an important issue. Consistency helps remedy fear of people and assure them of the global quality of the McDonald’s products. A familiar and consistent product fosters security in the mind of the consumer.
Cause and effect relationship:

Have you ever wondered why McDonald's hot, fresh products taste the same everywhere in the world? It is McDonald's unique purchasing system and the relationship McDonald's shares with its dedicated suppliers that ensure the quality of products in every restaurant.

At McDonald's they have a saying, 'One Taste Worldwide', which is only possible because McDonald's sets strict requirements, which are the foundation of the production standards for the entire McDonald's supply chain. Consistency of product quality is one of the top priorities for McDonald's and they are on the leading edge of research and development in order to set new standards in quality. In addition because the McDonald's delivery program is so highly developed, they can trace any individual beef patties back to the supplier's specific batch.. Cleanliness, consistency and traceability are three key factors that a supplier is judged on. 

A key feature of the McDonald's model is the manner in which all of their operations are standardized. Production line techniques are implemented in restaurants to achieve the fast preparation of uniform quality products. With a limited menu and patented formulas, the corporation ensures that products remain homogenous over distance and time. 

Life Span:

The consistency of McDonald’s product is due to production standards that are applied in any McDonald’s in the world.

First of all, they had to decide on the process, test them, and implement them in every restaurant. Besides, McDonald’s doesn’t centralize food purchase and supply. They use 90% of local products in every country they are in. Therefore, it is all the more difficult to ensure consistency with different products.

We estimate the life span to be 10 years.
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	Speed of service is the first issue for McDonald’s, followed by the quality of service. McDonald's has always searched for ways to improve sales at the counter, which account for 63 % of its operating income. In this age of "multi-tasking," the optimal waiting period for most customers seems to be "none."

In a survey of about 27,000 people last year, 22 % rated McDonald's customer service time as excellent.

Description of CM:

Owners and operators have installed a new counter system, in which one worker takes a customer's order while another assembles and presents the food. The new system has given customers faster and more personalized service.

McDonald’s has also invested a lot of money in designing and engineering its kitchen to obtain the most convenient layout in order to increase the production rhythm as well as the food delivery.

Related forces driving change:

The regular household has changed and their food consumption as well. With high workforce participation rates, more women working and increase in single parent households, consumers are increasingly on the look out for products that save time. Ready to eat; heat and serve meals and salad mixes are growth items in most developed countries.

Life cycle of the CM:

The quick restaurant segment being highly competitive, McDonald’s competitive advantage can be copied extremely easily by its main competitors who are able to invest and develop new technologies. Based on our research, we estimated that the time to copy and to deploy any technology to the competitors’ food outlets would request 2 to 4 years minimum.

Position toward competitors:

McDonald’s also focused on increasing efficiency on all levels. It boosted the speed of service by making restaurants more efficient with better-organized kitchen, front counter and drive-through areas. It also simplified its offering by eliminating certain sizes and slow selling items.

McDonald’s is the leader in this field, using the most technology and taking advantage of the latest available products and in greater number than its competitors.

McDonald's can anticipate customers' orders before they even place them. This system will assist the production team, speed the pace of service, decrease the waste and therefore lead to higher sales. The system uses rooftop cameras that monitor traffic entering a restaurant's parking lot. Currently, the system is all about volume: If a minivan pulls in, there's apt to be more than one mouth to feed. HyperActive Bob is now present in many McDonald's.
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	Consumers are more and more concerned with their health, especially with food safety. McDonald’s believe that “cleanliness is a magnet drawing customers to their restaurants” (McDonald's Crew Handbook 1996), and therefore aim to ensure that their restaurants are spotless at all times, both inside and out.

Description of CM

Critical violations of food handling principles are a benchmark for judging a restaurant’s cleanliness. They include things like handling ready-to-eat food with bare hands or unwashed hands, undercooked meat, improper food holding temperatures, sick employees preparing food, and a host of other potentially hazardous problems.

Hazard Analysis & Critical Control Points (‘HACCP’), the food hygiene program accredited by the ISO, has now been introduced into all major chains.

Related forces driving change

-Health and food safety related issues being one of the major forces driving change, suppliers are pressured to deliver hazard free products. This includes food traceability, food quality and control over consistency of taste and texture. We can also witness this trend among competitors who are now enforcing some among their products and displaying the nutrition facts of their items to the public, usually through Internet web sites.

-Governments appeared as the main regulators for the quick service restaurant segment. Health issues have brought many requirements such as Nutrition facts label on products, limitation of marketing targeting kids and regulation over the food supply (poultry) and GM foods.

Life cycle of the CM

Regulators forcing other fast food chains on the segment to comply with the latest updates in terms of food handling, food chain…nowadays most of the chains are using the same rules of training and food handling. However the quality of the product in terms of quality can vary strongly and it needs quite some time to develop product with new suppliers. It might take around 6 months to 1 year to deploy the offer to all the outlets.

Position toward competitors

However a study has shown that McDonald’s is at par with Taco Bell upon an investigation on major fast food chains.
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	Restaurant operators are turning to technology to help them increase speed in the drive-thru. However, if increased speed comes at the expense of order accuracy and food quality, it will just slow down profits.

Fast food restaurants have begun to offer "call-ahead" take-out services for quicker turn around and greater customer ease, creating less chance prospective customers get frustrated and go elsewhere. 

Description of CM

McDonalds has developed the MPS, a certified mobile POS station. Using the MPS, a crew person walks the drive-thru line taking customer orders that are automatically recorded and displayed in the kitchen. This lets the assembly team see the order sooner and speeds up the order delivery process. 

It has improved order accuracy, performed tandem capabilities (among the service and kitchen team), reduce customer wait time, increases sales by serving more customers per hour. 

McDonald’s is also using call centers dedicated to take orders faster and less likely to make mistakes, and better at up selling and raising average tickets than are typical restaurant employees, who must enter orders, expedite or produce food and drink items, and make change. Call centers take orders from customers using drive-thru or special phones at dining tables or in playground areas. Most of those customers will not realize they aren't talking to personnel based in the restaurant.

The system uses photos to identify customers availing themselves of the two-lane drive-thru. Digital images are taken of guests as they order so that the drive-thru expediter can match orders to faces or cars to speed up service and avoid mix-ups. The images are displayed only temporarily and are destroyed after the transaction is complete.

Related forces driving change
Due to extensive time stretched, families now required drive thru service. It prevents the children from running in the restaurant, where the parents cannot always have an eye on them. 27% of McDonald’s sales are realized in Drive Thru.. Convenience is a major sales point for fast food operators. If driving to an outlet takes longer than cooking at home, then fast food is not truly convenient. Thus, as fast food companies open more outlets per square mile in appropriate locations, consumers have to travel less for fast food, on average. In turn, these new store openings have stimulated the demand for fast food

Life cycle of the CM
The competition is very fierce on this service. With McDonald’s using outsourced services to enhance the pace of service in their restaurants, the life cycle of a single innovation is quite short and limited to exclusive contracts signed by the tier company.

Position toward competitors

During a recent lunch, employees celebrated a record 130 cars through the drive-thru in an hour … an increase of 50 cars per hour in a McDonald’s restaurant in the United States. It’s an excellent average score.

It has been suggested that in some markets, McDonald’s has purposely kept supply low to generate queues and thus increase customer interest and perception of quality. The cost of doing this is the lost profit that the firm would have obtained if it operated more outlets faster in these markets. Such a cost would also be part of the sunk cost of entry into these markets. This implies that there is option value in not developing a large number of outlets all at once but instead taking some time to learn about customers, tailoring products, and advertising to increase demand in each market.


Future competitive methods

	Competitive Method


	List and describe products and services
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	IN-DEPTH ANALYSIS OF THE MOST VALUABLE CM

Food biotechnology is a process scientists use to enhance the production, nutritional value, safety, and taste of foods. It can also benefit the environment by improving crops so that they need fewer pesticides and water. The concept is not new: for centuries farmers have selectively bred plants to pass on desirable qualities.

Food biotechnology employs the tools of modern genetics in the age-old process of improving food production. Biotechnology helps to produce an abundant supply of better-tasting and more nutritious foods. Technology means better methods to identify and locate toxins, pathogens or contaminants in food.

The global population is expected to double by 2030 to approach 10 billion people. Biotechnology will be instrumental in averting starvation in the next century by enhancing food production in some of the following ways:

•
Improved quality of seed grains 

•
Increased levels of proteins in certain crops 

•
Increased tolerance of crops 

•
Drought and Flood 

•
Salt and Metals 

•
Heat and Cold

Forces driving change

Forces in the remote and task environment impacting on the firm

-Aging of population

-Shortage in labor force

-Higher rate of women working (leading to time stretched)

-Public Opinion and health conscious related to high rate of obesity

-Decreasing proportion of kids (mother’s concern about health)

-Water scarcity

-Global growing of population

-Demand for healthy food

Opportunities

· The introduction of a new salad range and a healthier menu focus in Europe is likely to result in good growth for year end 2005 and will influence menu innovation globally.

· Due to its size, McDonald’s benefits from economies of scale and is able to draw on impressive financial strength.

· McDonald’s currently has a rejuvenated corporate identity, having implemented its new slogan “i’m lovin’ it” at every level.

· McDonald's holds a leading position in many of the world's major long-term growth markets, including Russia, India, Brazil and China.

· McDonald's benefits from a wider geographical spread than other competitors and is thus less reliant on mature and competitive US fast food.

Threats:
· Consumer concerns regarding weight and nutrition are high and rising, which could prove challenging for McDonald’s core burger offering and may result in damaging legislation being introduced in key countries.

· Although McDonald’s does not currently face any competitor of its size, it could experience long-term erosion by smaller or innovative players with perceived healthier products.

· McDonald’s initial results to menu and marketing changes were excellent in 2003 and 2004. However, the innovation will require considerable skill to shift the emphasis of the brand whilst retaining consumers and brand identity.

· As the leading brand in consumer foodservice and a leading US brand, McDonald’s remains under attack from many sources and must continue to face challenges including boycotts, media attacks and even physical attacks on outlets.

External value drivers

· Cost of labor

· Cost of raw material (and suppliers)

· Cost of capital

· Cost of water and water scarcity

· Cost of energy 

· Government regulations

Cause and effect relationship between internal and external
o
Relationships with suppliers, competitors
Health and food safety related issues being one of the major forces driving change, suppliers are pressured to deliver hazard free products. This includes food traceability, food quality and control over consistency of taste and texture. We can also witness this trend among competitors who are now enforcing some among their products and displaying the nutrition facts of their items to the public, usually through Internet web sites.

o
Relationships among different environmental categories
Governments appeared as the main regulators for the quick service restaurant segment. Health issues have brought many requirements such as Nutrition facts label on products, limitation of marketing targeting kids and regulation over the food supply (poultry) and GM foods. On the other hand, the labor cost has increased for this segment due to the growth of minimum wages in key market areas

Demand curve

Among our present and future competitive methods, we estimated that the one that will give us the more value is the one concerning Biotechnology. 30% of our sales in 2035 will be directly linked to biotechnology.

To come up with that figure, we had a several steps analysis:

· The life cycle of McDonalds’ in the US shows that within 50 years (from 1955 and the creation of McDonalds’ to 2005), the maturity stage was reached. We assumed that this will be the same for the other countries in the world

· [image: image145.wmf]ROE McDonalds %

-

5

10

15

20

25

2000

2001

2002

2003

2004

ROE McDonalds

%

Taking into consideration the evolution of the fast food market in 8 countries in the world (accounting for 40% of the global market), we ended up with a global market of $650 billion in 2035.

· We made the assumption that McDonalds’ will maintain his market share on this growing market (15,2%). We ended up with total revenues of $39,4 billion for the company worldwide in 2035.

· Then, we analyze the evolution of the subcategories of the target market linking them with the remote and task environment and the key value drivers that we identified.
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· Then, to calculate the probability of sales of this competitive method taking into account value drivers to explain sensitivity rate to biotechnology:

·  Aging population

·  Health concern

·  Growing obesity rate

·  Decreasing household size

· Women working

· Global growing population

· We analyse three scenarios:

[image: image147.jpg]



· In the pessimistic scenario, McDonalds’ will attract only the health conscious customers (10% of their customers in 2035)

· In the optimistic scenario, each subcategory of the target market will show interest in this new biotechnology products at different extends.
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Biotechnology will not generate sales in the first period given that the time between the development and the commercialization of a biotechnological product is estimated to be 6 years (Source: scientific research). This contribution of biotechnology to sales increases during the different periods to account for 30% of our sales in period 5.
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Description of the competitive method

Explanation of products and services

The goal is to get ride of adverse effects of food such as fat, sugar, allergen (to peanuts and milk for instance) and special diet (salt-free).

· The hamburger of tomorrow:

-sesame seeds adequate for allergies

-low fat meat

-Tasty sugar-less tomatoes (which fit the size of a burger). Tomatoes bred through biotechnology can stay on vines longer before shipping to market, thereby gaining added flavor and color.

-low fat cheese

· The French fries of tomorrow:

-special potatoes that grow without skins, at the proper size with salt taste deep-fried in fat-free oil. The fat content of cooking oils derived from corn, soybeans, canola and other plants will be modified. 

(see Watermelon in Japan)

-natural salty flavor but without salt (to cater customers with diets)
· The “Sunday” of tomorrow:

-a “Sunday” prepared with lactose-less milk to cater for allergic people

-Milk with extra vitamins A, E, D and without fat.

Rational estimate of life of CM

We based our analysis on a 35 year-period. We do not have enough information on competition, but we know that only McDonald’s in the food service sector has the financial power to make such an investment. Competitors will probably be followers. Our aim is to transform this competitive method into competitive advantage, meaning no life span.

The assessment of the risk and the vulnerability of McDonalds associated with the investment in biotechnology is elaborated in the Estimation of the Cost of Capital part. 
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	Functional food:

Nutraceuticals are actually natural compounds that are added to food products to provide a health benefit or help prevent disease. The move towards functional foods is so strong that The Nutrition Business Journal estimates the functional food global market will reach US$83 billion by 2005. Functional Foods represented $US 56 bn or 37% of the global market for nutrition products in 2001. 

Description of the product:

· Soup, salad (enriched in vitamin D)

· Meat balls with baked potatoes with light sour cream and chives

· Orange juice, beer (decreasing cholesterol)

· Multivitamins Blueberry Milk-shake (sugar free) and sugar-free and fat-free Blueberry Muffins

· Anti-cholesterol yogurts

« Adventure Functional Beer™ » is a beer with a high rate of béta-glucan that reduces the cholesterol in blood. 

Blueberry helps in preventing and slowing down Alzheimer disease.

Minut Maid and Tropicana low-cholesterol

Minut Maid also launched in 2003 an orange juice with a higher level of phytostérol, the «Premium Heart Wise». Tropicana Products claims that its Healthy Heart orange juice could reduce blood pressure, cholesterol and homocysteine levels. 
Phytosterols, also known as plant sterols, are a naturally occurring class of compounds found in the cells and membranes of plants. 
A large body of scientific research dating back to the 1950s has documented the ability of phytosterols to block the absorption of cholesterol and reduce blood cholesterol levels. 
It is estimated that until 2008, global demand for Phytosterols will accounts for $200 to $250 million. 

We also want to create an awareness campaign inside restaurants to help them deal with their everyday problems. 
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Value drivers: aging population, health conscious. 

· The annual worldwide market for prescription pharmaceuticals directed at reducing cholesterol reached US $15.9 billion in 2000 and is growing exponentially
· Hypercholesterolemia is prevalent in over 300 million individuals in the US, Western Europe and Japan alone, and is forecast to grow at a rate of 3.9% to 2007.
· With Cardiovascular diseases being the leading cause of mortality in the world (29%), over 75% of consumers are concerned about reducing heart disease and cholesterol, and nearly 90% would favor a dietary approach as an alternative to medication.
Aging Facts 

· In 2030, the U.S. Census Bureau projects that the number of older adults will exceed the number of children. 

· In 2050, 16% of the global population will be made up of people 65 and older

· Changing household structure: the proportion of elderly living alone increased

· Great nutrition heterogeneity among elderly
Problems related to aging population

· Cardiovascular disease associated with a high cholesterol rate: needs for cholesterol-free food. Important risk factors for developing cardiovascular disease are: diets high in saturated fats, sedentary lifestyles, and elevated levels of LDL-Cholesterol.

· Diabetes: needs to decrease the sugar-content of food

· Osteoporoses (age-related bone disorder characterized by thinning of the bones where bones become fragile and prone to fractures. This chronic, progressive disease affects more than 28 million Americans, about 80% of whom are women). A successful strategy used by older persons to cope with osteoporosis include eat a balanced diet rich in calcium and vitamin D. The consumption of dairy products (3 to 4 portions a day) or additional calcium can slow down the illness.

Specificities of elderly people

Physical and body function changes take place during aging and can result in changes in nutrient needs. These changes can contribute to decreased food intake, unintentional weight loss and malnutrition. Some of the changes that may occur are listed below. 

· Sense of taste, sense of smell. 

· Difficulty swallowing, poor dentition

· Access to a nutritionally adequate diet 

· Fixed income. As expenses increase, seniors may reduce their food intake. 

· Medications

Medication, digestive disorders, chronic illnesses, physical disabilities or depression may result in a loss of appetite. Food choices can help reduce the risk for chronic diseases, such as heart disease, cancers, diabetes, stroke, and osteoporosis that are the leading cause of death and disability among Americans. Good nutrition is an important factor in maintaining a healthy immune system.

Life Span

We haven’t found any solid evidence that competition will target this segment or is targeting this segment presently. Therefore, we estimate that our major competitors will stand behind us.
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	Use of 3G Technology:
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Value driver:
The Asian region as a whole is predicted to exceed 700 million mobile data subscribers in 2010, with approximately half of these subscribers (320 million) coming from China. In total, the UMTS Forum expects that annual 3G revenues for operators in the region will reach US$ 118 billion by 2010, with "customised infotainment" - personalised access to news, sports results, gaming and other forms of information and entertainment - representing 36% of all Asian 3G revenues, ahead of simple voice (28%), mobile access to the Internet and corporate networks (14%) and MMS (13%). Other revenues will come from location-based services and "rich voice" services such as videoconferencing that overlay speech with video, graphics and other forms of data. www.3g.co.uk
McDonald’s use:

Notify customers of special offers through their 3G mobile phones as they pass a McDonald’s store

If a customer is looking for the closest restaurant, he can find a nearby McDonald’s store, using a map and positioning service. The map is displayed on his 3G phone showing him the store location and his current position.

At the store, the customer could use his 3G phone to pay for his meal. It automatically debits his bank account, and gives him an updated balance on request.  It will reduce the waiting line at the counter and at the drive-thru.

Use of  wireless LAN (local area network) for customers:

Value driver:

Public WLAN Hot Spot Locations Worldwide, by Type 
  

2001

2002

2003

2004

2005

Airports

85

152

292

378

423

Hotels

569

2,274

11,687

22,021

23,663

Retail Outlets

474

11,109

50,287

82,149

85,567

Enterprise Guesting Areas

84

624

1,762

3,708

5,413

Stations and Ports

—

88

623

2,143

3,887

Community Hot Spots

2

266

5,637

20,561

30,659

Others

—

240

790

1,526

2,156

Total Market

1,214

14,752

71,079

132,486

151,768

Growth

1115%

382%

86%

15%

                                                                             Source:Nielsen
McDonald’s will set up all its stores with high-speed wireless Internet access so customers can surf the net on their laptops, PDAs or pocket PCs.

Use of  Internet as a point of sales

Instead of waiting in line, customers will order directly from their phone or wireless palm, from the restaurant, their home or work office. An ordering platform will be created on the web and allow customers to choose the menu or items they want. It will be a great marketing tool at the same time and will enhance sales, by proposing items

McDonald’s will use the same interface that they are using for their touchscreen-based systems (ordering kiosk), which allow consumers to speed the ordering process while at the same time seeing an excellent array of product visuals. A reported 70% of all orders at kiosk-equipped restaurants are transacted at the terminals in the stores with this kind of installation.

Use of robots
Value driver:
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Between 1981 and 2002, the processing power, hard disk space and RAM in a typical desktop computer increased dramatically because of Moore's Law. Extrapolating out to the years 2021 and 2041 shows a startling increase in computer power. The point where small, inexpensive computers have power approaching that of the human brain is just a few decades away.
“By 2050 nearly every hotel and restaurant job will go to a robot. That's 10 million jobs lost.” www.marshallbrain.com/robotic-nation.htm
Robots in the workplace will be a very popular idea because they will eliminate labor costs.
McDonald’s use:

In 2015, McDonald’s will be ready to introduce a totally automated inventory and service management system.  www.marshallbrain.com
From the order to the delivery, robots will play an important role in the fast food process. By using robots McDonald’s will lower cost, and standardize more their service.

In association with wireless, robots will bring trays to tables, recognizing the phone ID associated to the menu. Thus, it could respond to the ageing population’ services expectations. 

Robots will be in charge of:

· production process

· Security

· Service

· Data analysis

· Cleanliness

Life Cycle of the CM:
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Depending on the technology , it takes around 10-15 years for a technology to get to maturation and 20-30 to finish its cycle.
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Important market-drivers of the food industry (within the triangle)




	The food industry is in continuous transition and is developing steadily from its traditional raw material driven basis to adopting an innovative and market-orientated position. This transformation is accompanied by an increasing demand for high value-added products that meet consumers’ demands of superior taste and convenience, health and well-being, as well as safety. In many cases this requires research-intensive innovations that exploit nanotechnology.

Description of CM 

Since 2004, Samsung equipped its newest refrigerators with an interior coating of nanoscale silver particles — known to be a natural enemy of bacteria. The particles wipe out germs, fungi, and rank odors. Silver Nano technology will soon be standardized in all fridges at McDonald’s. This new technology will soon be applied to other appliances such as washing machines. ($799 per fridge)

Nanogate, a German company, develops a thin film coating composed of nano-particles. The gaps between them are too tiny for most other particles to fit between, so dirt doesn't stick to the surface. Also, nanoparticles don't refract light, so the coating is transparent and the original color of sinks, kitchen furniture is visible.

British manufacturer Pilkington develops a nanoglass that cleans itself—with the help of water and sunlight. Its nanothin surface absorbs a broad range of light frequencies from the sun and uses the energy to break organic dirt into small, soluble molecules. As the nanosurface is hydrophilic, or water-loving, rainwater easily sheets down the window, carrying the decomposed dirt with it.

Related forces driving change

-Health and Food safety concerns

-Regulators and governments laws toward food safety issues

-Public Opinion and spread of diseases in food products

Life cycle of the CM

These new nanotechnologies are brand new on the market and might need maintenance to be effective and maintain their qualities in term of food safety. We can forecast a three-year life before improving or changing the equipment.

Position toward competitors

Competitors will have access to these new equipments and take advantage of tem if they have enough money to invest and implement them to all of their outlets.
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	Description of CM

A fresher taste, a stronger aroma, and a higher absorption rate for food nutrients. These are just some of the benefits McDonald’s will achieve with supersmall capsules made by wrapping one liquid around another. This will enable McDonald’s to create Nano Burger.

What's more, by using different materials for the outer shells, scientists can cause the bubbles to pop open at will when exposed to microwaves or excited with ultrasound. Therefore microwave cooking will enable customers to cook its Nano burger to perfection.

The implementation of nano technology will increase the shelf life of processed foods drastically. Nano packaging will be able to maintain freshness while Nano encapsulation technology will allow for controlled release of the core or inner material. The use of Nano capsule can improve taste with their flavor burst contents or enhance the nutritional value of food through releasing vitamins.

These new results will allow McDonald’s to enhance the preservation life of food products, have proper packaging to keep the food warm and tasty.

It will allow the sales of food (such as Nano burger) in vending machines in office buildings, universities, shopping mall…and enable customers to have better access to McDonald’s products. Again, this technology can be applied to home delivery of products. For instance, a customer can place an order stating that every Tuesdays and Fridays, he wants to eat a Big Mac. This great research can be helpful for people who cannot move. For example, old people, disabled people and people who cannot drive cars.

Related forces driving change

The regular household has changed and their food consumption as well. With high workforce participation rates, more women working and increases in single parent households, consumers are increasingly on the look out for products that save time. Ready to eat; heat and serve meals and salad mixes are growth items in most developed countries. Eating habits have changed. The market of food-away-from-home has increased drastically during the last decades. 

Simulations assuming modest growth in household income plus expected demographic developments show that per capita spending could rise by 6 percent for fast food between 2000 and 2020. The assumed increase in income alone causes such spending to rise by almost 7 percent at fast food restaurants. The increasing proportion of households containing a single person or multiple adults without live-at-home children will cause per person spending to rise by another 1 to 2 percent.

Life cycle of the CM

Nanotechnology is quite sophisticated and requires quite some times developing any application. The life cycle management of product is key to ensure high barriers to competitors offering the same advantages to their customers. 

Position toward competitors

McDonald’s has partnerships with major companies such as Wal-Mart where they can display their new vending machines to customers. It will enable McDonald’s to have a greater advantage and to reach a higher market share than its competitors.

	


Estimate life span of CM

Competitive methods are ranked according to their value adding capability:

	Competitive method


	Indicate industry value drivers supporting this life cycle estimate and their forecast
	Implementation
	Competitor response/capability

Be sure to include financial capability to respond
	Number of periods

	
	
	Market lead time
	Set up time
	
	

	HAPPY MEAL 
	-Working women

-Globalization and the spread of a global culture attractive for kids

- Age

- Demographics : share of the children in the world = 30% (20% in 2050)
	McDonald’s Happy Meal is very popular among families. Some competitors do kids menu as well but McDonald is ahead in terms of popularity.
	The toys supply is well-organized so that every country can take advantage of the latest toy available in 3 months period.
	McDonald’s is the first advertisers compared to its competitors. Its annual budget for communication, advertising and ads lies around 23% of its cost of goods sold. 

Its makes McDonald’s the leader in spending, targeting and reaching kids.
	The toy in the Happy Meal is changes weekly.

	BIG MAC
	-Globalization: the American culture has spread its values and way of life. Big Mac can be seen as a brand on its own. 

-Consistency 
	The Big Mac is the best known burger in the world.
	The Big Mac is such a popular item that it’s already sold every where and is a required item in any new opening outlet.
	Burger King has managed to develop a strong product identity with a similar burger: the Whopper. Other competitors did not manage yet to achieve such a success. However, local fast food chains such as Quick have imposed their star product to the local market: the Giant!
	The Big Mac is sold since 1968 and will remain the leader for the next 10 years. After that, we estimate that it will not fit consumers demand for healthy food

	DRIVE THROUGH


	- Due to extensive time stretched, families now required drive thru service. 

- Increasing number of working women


	Competitors have already managed to reach McDonald’s level.
	It requires less than 2 month to build a drive thru but much more time to change systems in all the 30 000 units. 
	During a recent lunch, employees celebrated a record 130 cars through the drive-thru in an hour … an increase of 50 cars per hour in a McDonald’s restaurant in the United States. It’s an excellent average score. 


	The competition is very fierce on this service. With McDonald’s using outsourced services to enhance the pace of service in their restaurants, the life cycle of a single innovation is quite short and limited to exclusive contracts signed by the tier company. 

	SPEED OF SERVICE
	More women working and increases in single parent households, consumers are increasingly on the look out for products that save time. 


	McDonald’s competitive method can be copied extremely easily by its main competitors who are able to invest and develop new technologies. We are at par with competitors


	It requires a large set-up time to change systems in all the 30 000 units. We estimate that any change concerning speed of service requires 1 month training time in every outlet.
	McDonald’s is the leader in this field, using the most technology and taking advantage of the latest available products and in greater number than its competitors.
	McDonald’s R&D department must be truly aggressive on this CM as it is critical for customers. Thanks to a monthly scanning of the latest technologies, McDonald’s can be ahead in this field..

	CONSISTENCY
	-Globalization: McDonald’s being present in 120 countries world wide; the consistency of the products is a critical success factor for the firm.

-Food security and safety: Consistency helps remedy fear of people and assure them of the global quality of the McDonald’s products.


	McDonald’s is ahead of its competitors because it has the best supply management and imposes its specificities worldwide.

The life span of consistency is 5 years.
	In all the countries, McDonald’s is present and leads the supply chain to assure consistency among all the products. Standards of production have to be sent to each local provider and then distribute among the outlets.
	 For competitors, it is more difficult to have the same negotiation power among suppliers, and therefore achieve the same level of consistency with products.
	Suppliers will have a direct impact on the number of periods.

McDonald’s has an innovator and early adopter will in the next 30 years try always to be at the top of technology and will certainly have to renew it technologic park each five to ten years in order to keep being an innovator.


	CLEANLINESS AND FOOD SAFETY


	Health and food safety related issues being one of the major forces driving change.

- Suppliers are pressured to deliver hazard free products.

- Governments appeared as the main regulators for the quick service restaurant segment. 


	McDonald’s has very strict process developed and implemented in all restaurants. Therefore, it gives them an advance on competitors.
	McDonald’s should ensure food handling product to all its employees to comply with the law. (a training requires 1 week for each outlet)
	However a study has shown that McDonald’s is at par with Taco Bell upon an investigation on major fast food chains.


	Regulators forcing other fast food chains on the segment to comply with the latest updates in terms of food handling, food chain…nowadays most of the chains are using the same rules of training and food handling. It requires weekly scanning of the latest regulations of the subject.

	DIVERSITY / LOCAL TASTES


	* Increase in the number of religious adherents worldwide

* Increase in the number of immigrants.

* Diversity is a reality in today's society, particularly language and cultural diversity.

	McDonald’s has the broader range of ethnic food compared with its main competitors.
	Each country has its own R&D center in order to develop local adapted products. Therefore, the time to implement any change is reduced to a national scale.
	Thanks to each global exposure, McDonald’s is ahead in many countries. However, KFC has been proved very successful in China where its chicken concept is truly popular among the local customers.
	The estimated life span of this local taste menu is around 4 to 5 months, time for customers to have their fill.

	BIOTECHNOLO-GICAL FOOD


	-Aging of population

-Shortage in labor force

-Higher rate of women working (leading to time stretched)

-Public Opinion and health conscious related to high rate of obesity

-Decreasing proportion of kids (need to attract another segment)

-Water scarcity

-Global growing of population

-Demand for healthy food


	Since no competitors will have similar financial power, McDonald’s will be the leader if they invest in Biotechnology.
	The time between the development and the commercialization of any new biotechnological product requires 6 years (according to scientific research)
	Since no competitors will have similar financial power, McDonald’s will be the leader if they invest in Biotechnology.
	After 5 periods (& period representing 6 years), we will achieve to optimistic scenario of this competitive method.

	MENU FOR ELDERLY
	-aging population

-health conscious
(as developed in the Task environment scanning)
	
	It requires a large set-up time to change systems in all the 30 000 units : special training regarding elderly customers, implementation of new process to serve this target market (estimated time: 
	So far competitions are not yet into functional food targeting old people. We haven’t found any solid evidence that competition will target this segment. Therefore, we estimate that our major competitors will stand behind us.


	Like other range of products such as “Salad Plus”, has to be reviewed and adapt to seasonal changes. Every quarter, McDonald’s will have to deliver a new product to ensure guests choices.



	CONVENIENCE AND TECHNOLOGY


	-aging of population

-shortage of labor force due to aging of population

-massive use of Internet communication

-increase of wireless technologies (utilized by customers and companies)

(as developed in the Task environment scanning)
	According to our research, in competitors will be able to acquire the same technologies in (-/+) 1 to 2 years.
	Already 6 000 selected McDonald’s have adopted the Wireless technology since 2003. It represents one fifth of the total number of outlets. The implementation time for a new technology can takes up to 2 years (including the test period)
	Taco Bell has already tried to launch robots to automate their service without success in the early 90’s. Customers were not ready to welcome such modernization. It will therefore influence competitors to react toward this innovation.
	The life expectancy stands around six years with a renewal of the equipment due to technological improvements.

	BETTER ACCESS 

(vending machine and delivery)


	The regular household has changed and their food consumption as well. With high workforce participation rates, more women working and increases in single parent households, consumers are increasingly on the look out for products that save time.
	Thanks to its partnerships with major companies, McDonald’s will benefit from a greater access for its product than competitors.
	This competitive method requires more time to implement since it will be out of our network, a more unknown sector for McDonald’s
	McDonald’s has partnerships with major companies such as Wal-Mart where they can display their new vending machines to customers. It will enable McDonald’s to have a greater advantage and to reach a higher market share than its competitors.
	Nanotechnology is quite sophisticated and requires quite some times developing any application. The life cycle management of product is key to ensure high barriers to competitors offering the same advantages to their customers.

	NANO ENGINEERED RESTAURANT


	-Health and Food safety concerns

-Regulators and governments laws toward food safety issues

-Public Opinion and spread of diseases in food products


	McDonald’s will take a lead compared to competitors in the Food safety and Health
	All the nano technology will have to be implemented within a short period of time in every restaurant to maintain consistency (one week per oulet)
	Competitors will have access to these new equipments and take advantage of tem if they have enough money to invest and implement them in all their outlets.
	These new nanotechnologies are brand new on the market and might need maintenance to be effective and maintain their qualities in term of food safety. We can forecast a three-year life before improving or changing the equipment.


Estimating the cost of capital

1. Firm Specific Information

a. Return on Invested Capital (ROIC): 

The concept is fundamental in measuring how much value a company creates.

It is defined as the cash rate of return on capital that a company has invested. It is the true metric to measure the cash-on-cash yield of a firm and how effective it allocates capital:

ROIC = Net Operating Profits After Taxes / Invested Capital

	
	2004
	2003
	2002
	2001
	2000

	ROIC
	11,58%
	8,53%
	6,03%
	10,53%
	13,39%










       Source: Thomson Database


If the ROIC figure, which is expressed as a percentage, is greater than the company’s weighed average cost of capital, or WACC, the company is creating value for investors. The WACC represents the minimum rate of return (risk adjusted) at which a company produces value for its investors. Let’s say a company produces a ROIC of 20 % and has a cost of capital of 11 %. That means the company has created nine cents of value for every dollar that it invests in capital. By contrast, if ROIC is less than WACC, the company is eroding value; investors should be putting their money elsewhere. 

Source: Thomson Database
b. The returns on equity for the market, the restaurant sector, McDonald’s key competitors and for McDonald’s

The return on equity  measures  how effective a business has been in investing its net worth. Return on equity is expressed as a ratio, calculated by dividing net income by average equity. Below you will find the ratio analysis of the ROE for the market as a whole, the restaurant sector, McDonald’s key competitors and for McDonald’s itself.



Source for all graphs: Stern website

c. Free Cash Flow 

Free cash flow is the measure of the cash that is available from our business operations, after the payment of interest and tax, for distribution in the form of dividends or for re-investment in our business. The proceeds of disposals and the cost of acquisitions, together with any substantial integration costs associated with them, are excluded from the calculation. Free Cash Flow can be calculated like this: NOP – Taxes – Net Investment – Net Change in Working Capital,  or (and this is how we calculated it) like this: Cashflow form operations – capital expenditures – dividends expenses.

	(in million $):
	2004
	2003
	2002
	2001
	2000

	Free Cash Flow
	1.789
	1.458
	589
	494
	526
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            Source: Thomson Database

d. Cash Flow from Operations 
This is the cash generated from normal business activities. Net income is adjusted for those parts of the income statement that do not involve cash coming in or going out. 

	(in million $):
	2004
	2003
	2002
	2001
	2000

	Cash Flow from Operations
	3.904
	3.269
	2.890
	2.688
	2.752
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                                                                                   Source: Thomson Database

e. Average Interest rate paid for all debt

	2004
	2003
	2002
	2001
	2000

	3,9%
	4,1%
	4,1%
	5,4%
	5,8%
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                                                                                               Source: SEC filings

f. Debt and equity amounts
These figures represent the market amount of the equity and debt of McDonald’s. The market amount of the equity is equal to the market capitalization (number of shares x market price per share). The market amount of debt is calculated by using the published Debt/Equity-ratio. 
Equity amount (in million $):

	2004
	2003
	2002
	2001
	2000

	40.713
	31.333
	20.393
	33.901
	44.367


Debt Amount(in million $):

	2004
	2003
	2002
	2001
	2000

	15.878
	13.787
	9.992
	16.272
	21.296


Source: SEC Filings
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e. Market Capitalization

	2004
	2003
	2002
	2001
	2000

	40.713
	31.333
	20.393
	33.901
	44.367


            Source: Thomson Database
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Industry Specific Information

a. The industry sector’s cost of capital

The internet site we used to lookup the restaurant sector’s cost of capital shows the WACC per industry and per year. The graph below shows the historical WACCs for the restaurant industry.
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http://pages.stern.nyu.edu/~adamodar
b. The industry risk premium

This is calculated by the CAPM Model: We multiplied the volatility of the market (beta) to the difference between the required market rate and the risk free rate (US treasury bonds). For the calculation of the required market rate we calculated the moving average of ten years from 1990 to 2000 for the year 2000 etc. We took the 10 years US treasury bond as the risk free rate and we gathered the beta from Yahoo Finance as an average of every year. 
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                                                               Source: Yahoo Finance & Stern website

c. The industry’s average return on invested capital
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Source: Stern website

d. The industry’s average return on equity
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          Source: Stern website

General Information

a. Prime Rate

The Prime Rate is the interest rate charged by banks to their most creditworthy customers (usually the most prominent and stable business customers). The rate is almost always the same amongst major banks. Adjustments to the prime rate are made by banks at the same time; although, the prime rate does not adjust on any regular basis. The rates reported below are annual average prime rates based on the published rates at the first day of each respective month. 
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                                                                                                       Source: Stern website

b. The S&P 500

The S&P 500 is a basket of 500 stocks that are considered to be widely held. The S&P 500 index is weighted by market value, and its performance is thought to be representative of the stock market as a whole. This index provides a broad snapshot of the overall U.S. equity market; in fact, over 70% of all U.S. equity is tracked by the S&P 500. The index selects its companies based upon their market size, liquidity, and sector. Like the Nasdaq Composite, the S&P 500 is a market-weighted index. Most experts consider the S&P 500 one of the best benchmarks available to judge overall U.S. market performance. http://www.investorwords.com
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Source: S&P website

Interpretation of graphs

A common pattern for different value drivers have been reflected in the US market for the last five years. In fact, The US economy has faced changes since the 2000 election of George W. Bush in terms of tax regulations and devaluation of the US Dollar to Euro. This government policy has aimed to increase US exports and enhance national productivity. In addition, 9/11 was one of the major causes of the slump of US economy. Therefore, the US government has tried to boost the economy by decreasing the interest rate. Real estate was the first industry to recover during the second quarter of 2004 that had its effect on the entire US market. 

On the other hand, restaurant industry had other impacts than those on the US market. In fact, after 9/11 global policy of George W. Bush government in the war on terror raised anti-Americanism that influenced customer buying habits around the world. Many US restaurant companies operates globally and have also suffered from this trend.

Furthermore, during 2002, McDonald’s has been sued for obesity. McDonald’s has also faced a problem with beef supply from different countries in the world such as Europe and Mexico.

All these events were major causes to the slump in different graph such as ROE, ROE market, Return on invested capital, market capitalization and S&P 500 index.

The decrease of Prime Rate was mainly impacted by the decrease of interest rate. This increase will have an impact on future investment. In fact, after paying back their debts (as the free cash flow graph shows) American companies were encouraged after 9/11 to reinvest in order to recover from a growing crisis. The Return on Invested Capital for the restaurant industry showed that the industry has recovered quickly from the crisis by making different investment in different area in the globe. In fact, as the major player of fast food restaurant is operating globally, the American crisis didn’t have a big impact for the entire industry. However, the ROE for the restaurant industry showed that in the US there is a little potential for growth compared to the rest of the world.

Revenue and Cost of capital explanation:

The cash flow statement, see appendix, shows 5 periods of 6 years with a total of 30 years!!

The Competitive Method we estimated to offer the most value adding within the 30 next years is : Biotechnology. 

1. Initial Investment
According to Monsanto’s Average Investment in the last five year, the amount of invested capital is $ 220 million. We suggest McDonald’s to participate by 50% of it to joint-venture with the Biotechnology Company (one of the leading in biotechnology in Agriculture). Therefore, the amount of investment per year is $ 110 million. Thus the total amount of investment will be $ 3.3 billion. This amount will be amortized for 30 years at an equal amount of $ 110 million.

The joint venture will have the duty to do R&D exclusively for McDonalds. The main clients of this R&D company are McDonalds outlets, whether franchised or owned outlets. The supply chain goes from the R&D company to different food suppliers who will act like subcontractors in processing the food for McDonalds. 

2. Change in revenue

For the explanation of the changes in revenue we refer to the paragraph in this report regarding the demand curve. 
3. Change in operating expenses

Communication and Marketing expenses:  

The current Communication & Marketing expenses account for 15% of Cost of goods sold (MKG = 15% x CGS). The expenses for Communications and Marketing are additional to McDonald’s yearly expenses. McDonald’s has to launch at every period (Period = 6 years), a 
Communication and Marketing Campaign. This Marketing campaign will be launched a year prior to the launch of the new product and during the first year of the launching. In other words, the first communication expenses will be recorded in the operating expenses for year 5, the second communication expenses will be in year 6, the third communication expenses will be in the year 11, and so forth. 

Marketing expenses =15% of CGS in 2005 = $28 million. 

Therefore, the total Marketing expenses for 30 years = 30 x $28 millions = $840 million.

The first period Marketing expense will be for the year five for the launching in the US $125 million.

The Second Marketing expense will be for year six for the launching in the US and the expenses of year 11 for the launching in Asia Pacific. Total period 2 is $ 250 million.

Period 3 is same as period 2

However, we consider that for the Period 4 the Marketing expenses will be reduced from $ 250 million to $ 170 million. In fact, the amount is for the launching in Europe ($ 125 million like US and Asia), however the amount of the last year of period four (year 24) will be reduced to $ 45 million (instead of $ 125 million). We consider that the effect of the first three campaigns would also contribute to the rest of the world.

Finally, the total amount of marketing expenses is for the launching in the remaining area in the world. This amount is $ 45 million.

All Marketing expenses are included in the change of operating expenses (discounted Cash Flow table).

Other costs:

McDonald’s accounted 10% of its sales whenever it had to deal for reengineering its production process and work flow. In fact, by investing in Biotechnology, McDonald’s will have to change its production process and delivery system. Thus, we have taken the average expenses occurred for McDonald’s during the past changes in both back of the house and front of the house. 

The total amount accounts for 1 Billion. This amount will be expensed at every launching. In other words, this amount will be included in operating expenses for years: 6, 12, 18 and 24 in equal amounts ($ 250 million).

Cost savings

The investments in the joint venture with the biotechnology company will generate both savings in food cost and savings in labor cost. 

We made our calculations based on the CGS as a percentage of sales (19%), the food cost and labor cost as a percentage of CGS (30% each) and the assumption that the new technology will provide savings of 20% in food cost and 5% in labor cost.   

As McDonald’s suppliers will act as subcontractors, we estimated that the entire food supply (meat, chicken, potatoes, vegetables, paper supply etc) will decrease by 20%. 

The reengineering process as well as the impact of new ready-to-process food will decrease the need for labor by 5%. As biotechnology has not been implemented to such an advanced degree , we suggest a saving of only 5%.   

4. Change in depreciation and amortization

Please see appendix

5. Change in interests expenses

We based our calculation on the  financial structure of the company. We then choose to finance our investment ( with 30% of debt.

We then did a linear amortization of the loan (see appendix)

6. Changes in taxes

We assume a linear tax rate of 35% (according to the US corporate tax authority).

7. Discount rate

We will estimate the discount rate to apply to our investment analysis. 

It represents the required rate of return for the investors and the shareholders.

Following the advices of Prof. Olsen, we incremented the companies cost of capital by a risk premium of 6% representing the high risk of the investment (no historical data available). 

It is constituted as follows:

Discount rate for NPV calculation =WACC + RISK PREMIUM ON THE INVESTMENT

· Calculation of Weighted Average Cost of Capital (WACC)

WACC, as the name indicates, is the average of the cost of each of these sources of financing weighted by their respective usage in the given situation.

WACC = (% equity financing *cost of equity) + (% debt financing * cost of debt * (1-corpo. tax))
· The Cost of Debt
The Actual cost of debt is around 6% for McDonalds. This is based on the yield to maturity on the 20 years US corporate bonds. 

Cost of debt= 6% *(1-0.35) = 3,9%

Effective cost of debt= 3,9%
· The Cost of Equity
We will base our calculation on the 2 capital asset pricing model (CAPM),

Broadly, CAPM lays down that the cost of equity capital is equal to the return expected on the firm’s common stock.

CAPM model:

Cost of equity capital = Risk free rate + Stock’s Beta x Market Risk Premium
Risk free rate
The risk free rate refers to the long term return from debt securities regarded as free from credit risk, for example treasury bonds in a US context, or the return on guaranteed local currency sovereign bonds in any other country. 

To this must be added the share holders’ risk reward for investing in the shares of the firm.  This risk reward has two components:

· the reward for investing in the stock market as a whole, and 

· the reward for investing in the particular firm in question. 

Risk free rate equals the 30 year Treasury bond yield: 4.2%

Market risk premium
The market risk premium represents the reward for investors for taking the risk of putting their money in stocks generally.  Market risk premium is determined for the economy as a whole, and for the US restaurant market is around 8.04%.  This represents the margin by which the market as a whole has surpassed the performance of risk-free securities over a long period of time.  

We assume a risk premium of approx. 8.04% 

Beta coefficient
The market risk premium is a very broad measure that considers the stock markets as a whole.  However, not all companies are equally risky The beta coefficient is an adjustment to the market risk premium based upon the risk perception for the firm in question.

McDonalds stock beta = 0,68

                      Cost of equity capital = Risk free rate + Market Risk Premium

Cost of equity = 4.2 % + 0.68(16%-4.2%)

Cost of Equity from CAPM= 12.22%

In addition, according to the SEC filings the debt to equity ratio is 39%. Therefore, the E/V= 72% and the D/V= 28%.

WACC = 72%*12.22% + 28%*3.9% = 9,89%

If we include our investment risk premium of 6% (as explained above) we have a total WACC = 15.89%, which we use to calculate the present value of the future cash flows. 
After discounting future Cash flows with a project cost of capital of 15.89% the net present value of our future competitive method has an 
IRR= 19.67%, NPV= $ 1.66 bill.
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Change in Revenues -$3 300 000 000,00 $0,00 $16 090 000 000,00 $21 080 000 000,00 $17 110 000 000,00 $16 730 000 000,00

less change in operating expenses 0 $125 000 000,00 $270 717 500,00 $199 610 000,00 $176 182 500,00 $56 597 500,00

equals - change in EBITDA 0 -$125 000 000,00 $15 819 282 500,00 $20 880 390 000,00 $16 933 817 500,00 $16 673 402 500,00

less change in depreciation and amortization 0 $660 000 000,00 $660 000 000,00 $660 000 000,00 $660 000 000,00 $660 000 000,00

equals - change in EBIT 0 -$785 000 000,00 $15 159 282 500,00 $20 220 390 000,00 $16 273 817 500,00 $16 013 402 500,00

less change in interest expenses 0 $217 800 000,00 $170 280 000,00 $122 760 000,00 $75 240 000,00 $27 720 000,00

equals change in earnings before taxes 0 -$1 002 800 000,00 $14 989 002 500,00 $20 097 630 000,00 $16 198 577 500,00 $15 985 682 500,00

less change in taxes (35%) 0 -$350 980 000,00 $5 246 150 875,00 $7 034 170 500,00 $5 669 502 125,00 $5 594 988 875,00

equals change in net income 0 -$651 820 000,00 $9 742 851 625,00 $13 063 459 500,00 $10 529 075 375,00 $10 390 693 625,00

plus change in depreciation and amortization 0 $660 000 000,00 $660 000 000,00 $660 000 000,00 $660 000 000,00 $660 000 000,00

equals change in cash flow from operations 0 $8 180 000,00 $10 402 851 625,00 $13 723 459 500,00 $11 189 075 375,00 $11 050 693 625,00

less working capital changes 0 $0,00 $0,00 $0,00 $0,00 $0,00

equals changes in operational cash flows to equity -$3 300 000 000,00 $8 180 000,00 $10 402 851 625,00 $13 723 459 500,00 $11 189 075 375,00 $11 050 693 625,00

Discount rate for project 15,80%

Discounted Cash flows $4 820 336 026,56

Total Investment $3 300 000 000,00

NPV $1 520 336 026,56

IRR 19,37%


Summary analysis
	Competitive method
	List and describe in detail each product and service
	Rank your position compared to industry leader
	Is it an industry critical success factor?
	Key internal and external value drivers linked to each P&S
	Your assessment of your firm's strengths and weaknesses

	HAPPY MEAL
	It consists of an entree (hamburger, cheeseburger or chicken nuggets), fries, small drink and, probably the most important, a free toy.
	1st
	Yes
	* The increase number of working women in the workforce (Mom is the primary purchaser of Happy Meal)

* Globalization of a global culture attractive for kids

* Age : consumption of McDonald’s’ decrease with age

* Demographics : share of the children in the world = 30%
	Strengths:

Happy Meal represents 40% of their global revenues (including the sales of parents’ meal).

Weaknesses:

The life cycle of the CM is limited to the fact that kids will only represents 20% of the global population in 2050.
Besides, McDonald’s has a exclusivity contract with Disney, preventing them from using other companies’ toys with kids demanding more interactive toys



	DIVERSITY / LOCAL TASTES


	McDonald’s diversifies its offer proposing more local products adapted to local tastes.
	1st
	No
	-Increase in the number of religious adherents worldwide

-Increase in the number of immigrants.

-Diversity is a reality in today's society, particularly language and cultural diversity.
	Strengths:

Clear understanding of local markets and adapted products

Local franchisors are key players in the evolution of the global menu

Weaknesses:

Diversity reduces economies of scale

	BIG MAC
	It consists of "two all-beef patties, special sauce, lettuce, cheese, pickles, and onions on a sesame seed bun."
	1st
	No
	-Globalization: the American culture has spread its values and way of life. Big Mac can be seen as a brand on its own. People refer to the product directly without specifying the McDonald’s brand behind it.

-Consistency: customers who go to fast food rely on products consistency because they are use to feel the texture, the taste and the portion of the sandwich
	Strengths:

McDonald's has an almost unassailable position in consumer foodservice, with sales nearly twice those of its nearest competitor and star products that can be found only in McDonald’s.

The Big Mac is a global economic reference

Signature of the company

Weaknesses:

Wearying effect on regular customers

High fat content associated with the image of the company since the Big Mac is a sort of signature



	CONSISTENCY
	The service and products that McDonalds’ offers worldwide is the one of consistency : 

-a consistent name

-a consistent essence and positioning of the brand

-the same target segment in every market

-a great similarity in execution (pricing, packaging, advertising) across cultures

-and the most important : the same taste for their products
	1st
	Yes
	-Globalization: McDonald’s being present in 120 countries world wide; the consistency of the products is a critical success factor for the firm.

-Food security and safety: Nowadays, health and food related diseases are an important issue. Consistency helps remedy fear of people and assure them of the global quality of the McDonald’s products. A familiar and consistent product fosters security in the mind of the consumer.
	Strengths:

Loyalty of customers

Economies of scale

Speed of implementation

Weaknesses:

Limited local changes possible to maintain a global consistency

No loyalty to a precise restaurant

Strong expectations for suppliers



	SPEED OF SERVICE
	Speed of service is the first issue for McDonald’s, followed by the quality of service.
	1st at par with Wendys’
	Yes
	The regular household has changed and their food consumption as well. With high workforce participation rates, more women working and increases in single parent households, consumers are increasingly on the look out for products that save time. Ready to eat; heat and serve meals and salad mixes are growth items in most developed countries. 
	Strengths:

Convenience for customers

Higher turnover

Weaknesses:

Limited contact with the customer

Difficulty to upsell

Standardized service: no personnalized service possible



	CLEANLINESS AND FOOD SAFETY


	Hazard Analysis & Critical Control Points (‘HACCP’), the food hygiene program accredited by the ISO, has now been introduced into all major chains.


	1st at par with Taco Bell
	Yes
	-Increase concerns of health and food safety related issues

-Governments appeared as the main regulators for the quick service restaurant segment. 
	Strengths:

Customer loyatly

Weaknesses:

High cost of training

Requires strong relationship with suppliers



	DRIVE THROUGH


	Drive through offers the possibility to customers to place and order, pay and have their food without leaving their cars.
	1st
	Yes
	Due to extensive time stretched, families now required drive thru service. It prevents the children from running in the restaurant, where the parents cannot always have an eye on them. If driving to an outlet takes longer than cooking at home, then fast food is not truly convenient.
	Strengths:

Convenience for customers

Attracting time strectched customers that will otherwise not have come

More turnover

Weaknesses:

Needed space

Less possible in city centers



	HEALTHY FOOD


	The goal is to get ride of adverse effects of food such as fat, sugar, allergen (to peanuts and milk for instance) and special diet (salt-free).


	1st
	Yes
	-Aging of population

-Shortage in labor force

-Higher rate of women working (leading to time stretched)

-Public Opinion and health conscious related to high rate of obesity

-Decreasing proportion of kids (need to attract another segment)

-Water scarcity

-Global growing of population

-Demand for healthy food


	Strengths:

Pioneer in this field

Costs savings

Less dependency with suppliers

Huge sales opportunities

Better quality products

Weaknesses:

Public opinion

No historical data

Risk of the investment



	MENU FOR ELDERLY
	Nutraceuticals are actually natural compounds that are added to food products to provide a health benefit or help prevent disease.
	1st
	Yes
	-aging population

-health conscious


	Strengths:

Usually not a target within the fat food market : pioneer

A growing market

Weaknesses:

Very specific products requiring a medical knowledge

Training costs for the staff

This target will probably need more time to be served



	CONVENIENCE AND TECHNOLOGY


	-Use of 3G Technology

-Use of  wireless LAN (local area network) for customers

-Use of  Internet as a point of sales
-Use of robots
	1st


	Yes
	-aging of population

-shortage of labor force due to aging of population

-massive use of Internet communication

-increase of wireless technologies (utilized by customers and companies)

 (as developed in the Task environment scanning)
	Strengths:

Speed of service

Better access

Convenience for customers

Perfect to face the future shortage of labor force

Weaknesses:

Price for implementation

Training

Maintenance costs



	BETTER ACCESS

(vending machine and delivery)


	Nano packaging will be able to maintain freshness. The use of Nano capsule can improve taste with their flavor burst contents or enhance the nutritional value of food through releasing vitamins.

It will allow the sales of food (such as Nano burger) in vending machines in office buildings, universities, shopping mall…and enable customers to have better access to McDonald’s products. Again, this technology can be applied to home delivery of products.
	1st
	Yes
	The regular household has changed and their food consumption as well. With high workforce participation rates, more women working and increases in single parent households, consumers are increasingly on the look out for products that save time. Ready to eat; heat and serve meals and salad mixes are growth items in most developed countries. Eating habits have changed. The market of food-away-from-home has increased drastically during the last decades.
	Strengths:

Speed of service

Better access

Convenience for customers

Perfect to face the future shortage of labor force

Weaknesses:

Technology costs

New network to manage

No contact with customers



	NANO ENGINEERED RESTAURANT


	-refrigerators with an interior coating of nanoscale silver particles

-thin film coating composed of nano-particles for kitchen sinks

-nanoglass that cleans itself for outdoor restaurants.
	1st
	Yes
	-Health and Food safety concerns

-Regulators and governments laws toward food safety issues

-Public Opinion and spread of diseases in food products
	Strengths:

Food safety

Food hazards reduction

Labor costs reduction

Weaknesses:

Cost of technology

Cost of implementation in the network




Appendix

[image: image115.png]Table 1—Diet and Nutrition Knowledge Increases Steadily With the
Level of Education

Additional diet and
Sociodemographic nutition knowledge questions.
characteristic answered correctly

Level of education (compared with those
with less than a high school education):

High school graduate 14

Some college 24

College graduate or higher 31
‘Age (compared with those age 70 or older)

2034 7

3554 10

5569 13
Male (compared with female) 16
Race: Black (compared with White) 16

Annual per capita income (for an addtional $10,000
above the mean income of $17.061) 3

Source: USDA's Economic Research Service





[image: image116.emf]Year 0 Year 1 Year 2 Year 3 Year 4  Year 5 Year 6 Total

Change in Revenues -$3 300 000 $0 $0 $0 $0 $0 $0 $0

less change in operating expenses $0 $0 $0 $0 $0 $0 $125 000 $125 000

equals - change in EBITDA $0 $0 $0 $0 $0 $0 -$125 000 -$125 000

less change in depreciation and amortization $0 $110 000 $110 000 $110 000 $110 000 $110 000 $110 000 $660 000

equals - change in EBIT $0 -$110 000 -$110 000 -$110 000 -$110 000 -$110 000 -$235 000 -$785 000

less change in interest expenses $0 $39 600 $38 280 $36 960 $35 640 $34 320 $33 000 $217 800

equals change in earnings before taxes $0 -$149 600 -$148 280 -$146 960 -$145 640 -$144 320 -$268 000 -$1 002 800

less change in taxes (35%) $0 -$52 360 -$51 898 -$51 436 -$50 974 -$50 512 -$93 800 -$350 980

equals change in net income $0 -$97 240 -$96 382 -$95 524 -$94 666 -$93 808 -$174 200 -$651 820

plus change in depreciation and amortization $0 $110 000 $110 000 $110 000 $110 000 $110 000 $110 000 $660 000

equals change in cash flow from operations $0 $12 760 $13 618 $14 476 $15 334 $16 192 -$64 200 $8 180

less working capital changes $0 $0 $0 $0 $0 $0 $0 $0

equals changes in operational cash flows to equity -$3 300 000 $12 760 $13 618 $14 476 $15 334 $16 192 -$64 200 $8 180

Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Total

Change in Revenues $2 681 667 $2 681 667 $2 681 667 $2 681 667 $2 681 667 $2 681 667 $16 090 000

less change in operating expenses $336 786 -$38 214 -$38 214 -$38 214 -$38 214 $86 786 $270 718

equals - change in EBITDA $2 344 880 $2 719 880 $2 719 880 $2 719 880 $2 719 880 $2 594 880 $15 819 283

less change in depreciation and amortization $110 000 $110 000 $110 000 $110 000 $110 000 $110 000 $660 000

equals - change in EBIT $2 234 880 $2 609 880 $2 609 880 $2 609 880 $2 609 880 $2 484 880 $15 159 283

less change in interest expenses $31 680 $30 360 $29 040 $27 720 $26 400 $25 080 $170 280

equals change in earnings before taxes $2 203 200 $2 579 520 $2 580 840 $2 582 160 $2 583 480 $2 459 800 $14 989 003

less change in taxes (35%) $771 120 $902 832 $903 294 $903 756 $904 218 $860 930 $5 246 151

equals change in net income $1 432 080 $1 676 688 $1 677 546 $1 678 404 $1 679 262 $1 598 870 $9 742 852

plus change in depreciation and amortization $110 000 $110 000 $110 000 $110 000 $110 000 $110 000 $660 000

equals change in cash flow from operations $1 542 080 $1 786 688 $1 787 546 $1 788 404 $1 789 262 $1 708 870 $10 402 852

less working capital changes $0 $0 $0 $0 $0 $0 $0

equals changes in operational cash flows to equity $1 542 080 $1 786 688 $1 787 546 $1 788 404 $1 789 262 $1 708 870 $10 402 852

Year 13 Year 14 Year 15 Year 16 Year 17 Year 18 Total

Change in Revenues $3 513 333 $3 513 333 $3 513 333 $3 513 333 $3 513 333 $3 513 333 $21 080 000

less change in operating expenses $324 935 -$50 065 -$50 065 -$50 065 -$50 065 $74 935 $199 610

equals - change in EBITDA $3 188 398 $3 563 398 $3 563 398 $3 563 398 $3 563 398 $3 438 398 $20 880 390

less change in depreciation and amortization $110 000 $110 000 $110 000 $110 000 $110 000 $110 000 $660 000

equals - change in EBIT $3 078 398 $3 453 398 $3 453 398 $3 453 398 $3 453 398 $3 328 398 $20 220 390

less change in interest expenses $23 760 $22 440 $21 120 $19 800 $18 480 $17 160 $122 760

equals change in earnings before taxes $3 054 638 $3 430 958 $3 432 278 $3 433 598 $3 434 918 $3 311 238 $20 097 630

less change in taxes (35%) $1 069 123 $1 200 835 $1 201 297 $1 201 759 $1 202 221 $1 158 933 $7 034 171

equals change in net income $1 985 515 $2 230 123 $2 230 981 $2 231 839 $2 232 697 $2 152 305 $13 063 460

plus change in depreciation and amortization $110 000 $110 000 $110 000 $110 000 $110 000 $110 000 $660 000

equals change in cash flow from operations $2 095 515 $2 340 123 $2 340 981 $2 341 839 $2 342 697 $2 262 305 $13 723 460

less working capital changes $0 $0 $0 $0 $0 $0 $0

equals changes in operational cash flows to equity $2 095 515 $2 340 123 $2 340 981 $2 341 839 $2 342 697 $2 262 305 $13 723 460

Year 19 Year 20 Year 21 Year 22 Year 23 Year 24 Total

Change in Revenues $2 851 667 $2 851 667 $2 851 667 $2 851 667 $2 851 667 $2 851 667 $17 110 000

less change in operating expenses $334 364 -$40 636 -$40 636 -$40 636 -$40 636 $4 364 $176 183

equals - change in EBITDA $2 517 303 $2 892 303 $2 892 303 $2 892 303 $2 892 303 $2 847 303 $16 933 818

less change in depreciation and amortization $110 000 $110 000 $110 000 $110 000 $110 000 $110 000 $660 000

equals - change in EBIT $2 407 303 $2 782 303 $2 782 303 $2 782 303 $2 782 303 $2 737 303 $16 273 818

less change in interest expenses $15 840 $14 520 $13 200 $11 880 $10 560 $9 240 $75 240

equals change in earnings before taxes $2 391 463 $2 767 783 $2 769 103 $2 770 423 $2 771 743 $2 728 063 $16 198 578

less change in taxes (35%) $837 012 $968 724 $969 186 $969 648 $970 110 $954 822 $5 669 502

equals change in net income $1 554 451 $1 799 059 $1 799 917 $1 800 775 $1 801 633 $1 773 241 $10 529 075

plus change in depreciation and amortization $110 000 $110 000 $110 000 $110 000 $110 000 $110 000 $660 000

equals change in cash flow from operations $1 664 451 $1 909 059 $1 909 917 $1 910 775 $1 911 633 $1 883 241 $11 189 075

less working capital changes $0 $0 $0 $0 $0 $0 $0

equals changes in operational cash flows to equity $1 664 451 $1 909 059 $1 909 917 $1 910 775 $1 911 633 $1 883 241 $11 189 075

Year 25 Year 26 Year 27 Year 28 Year 29 Year 30 Total

Change in Revenues $2 788 333 $2 788 333 $2 788 333 $2 788 333 $2 788 333 $2 788 333 $16 730 000

less change in operating expenses $255 266 -$39 734 -$39 734 -$39 734 -$39 734 -$39 734 $56 598

equals - change in EBITDA $2 533 067 $2 828 067 $2 828 067 $2 828 067 $2 828 067 $2 828 067 $16 673 403

less change in depreciation and amortization $110 000 $110 000 $110 000 $110 000 $110 000 $110 000 $660 000

equals - change in EBIT $2 423 067 $2 718 067 $2 718 067 $2 718 067 $2 718 067 $2 718 067 $16 013 403

less change in interest expenses $7 920 $6 600 $5 280 $3 960 $2 640 $1 320 $27 720

equals change in earnings before taxes $2 415 147 $2 711 467 $2 712 787 $2 714 107 $2 715 427 $2 716 747 $15 985 683

less change in taxes (35%) $845 301 $949 013 $949 475 $949 937 $950 399 $950 861 $5 594 989

equals change in net income $1 569 846 $1 762 454 $1 763 312 $1 764 170 $1 765 028 $1 765 886 $10 390 694

plus change in depreciation and amortization $110 000 $110 000 $110 000 $110 000 $110 000 $110 000 $660 000

equals change in cash flow from operations $1 679 846 $1 872 454 $1 873 312 $1 874 170 $1 875 028 $1 875 886 $11 050 694

less working capital changes $0 $0 $0 $0 $0 $0 $0

equals changes in operational cash flows to equity $1 679 846 $1 872 454 $1 873 312 $1 874 170 $1 875 028 $1 875 886 $11 050 694



Core competencies
Executive summary

Following our environmental scanning, we are able to analyze (according to the co-alignment principle) what is the degree of alignment of McDonald’s between its competitive methods and its corporate structure symbolized by its core and peripheral competencies. We have identified that the core and peripheral competencies are enabling the company to develop and excel competitive methods and gain competitive advantages against the present day and future competition.

The following competencies are the major strength of McDonald’s and based on our research the ones that are and will give the greatest support to our competitive methods. 

Peripheral competencies: 

· QUALITY CONTROL: In an increasing health concern, fast food customers are seeking for transparency as well as traceability By implementing traceability for food items and restricted TQM procedures, McDonald’s has created value and consistency by reducing food hazards and ensuring consistent cleanliness and food products all around the world. Allocating resources through this competency has become vital. 
· HAMBURGER UNIVERSITY: The competitive methods consistency, service, cleanliness, despite geographic or cultural boundaries, is of primary focus of the corporation’s education and training programs. The Hamburger University is also important in convincing talented employees that a job with the leading quick service restaurant operator is worthwhile. In times with limited labor this will become an even more crucial competitive advantage in preventing high staff turnover. 
· R&D: is a key issue for McDonald’s to remain the leader. R&D gives McDonald’s a competitive advantage since no other competitor has the financial capacity to invest as much. Regarding the growing concern for health and obesity, R&D is needed to rethink the recipes. Rigorous tests on food are done every day in the world to certify that food requirements are met. The Food Studio is a R&D entity devoted to diversify the offer and create new products that respond to customers’ needs and wants.
Core competencies:

· EXTERNAL COMMUNICATION AND MARKETING: McDonald’s is far ahead in terms of marketing budget and marketing effectiveness compared to its competitors. The exceptional brand awareness and recognition give McDonald’s a competitive advantage over its competitors.

· RONALD MC DONALD: 96% of US schoolchildren can identify Ronald McDonald. There are no competitors with such a famous character. The character and the advertising material associated with him promotes the restaurants, at the same time the character performs many charitable functions which includes hospital visits to sick children to whom free toys are given and appearances at charitable occasions to assist fund raising. This enhances as well a positive public opinion.

· LOCATION ADVANTAGE: McDonald’s owns the land and the buildings of their franchisee’s restaurants and take advantage of the renting revenues from them. McDonald’s had developed special specifications and plans to open a restaurant as fast as possible due to experience, knowledge and economies of scale. The diversified locations assure diversity in the offer, décor and atmosphere

· UNIQUE PRODUCTION PROCESS: It is McDonald's unique purchasing system and the relationship McDonald's shares with its dedicated suppliers that ensure the quality of products in every restaurant and that make it unique. For McDonald’s, economies of scale allow for bulk purchase of products with a high volume turnover, research at a national level, faster growth and specialised management and franchise support. McDonald's customers are supposed to be able to order, get their freshly prepared food, and be on their way within 90 seconds

· FOOD SUPPLY: McDonald’s has gained bargaining power with food suppliers. In fact, by being the foremost food buyer, McDonald’s has even set specifications for its suppliers to meet with their standards. The bargaining power has helped McDonald’s to reduce its food cost compared to its competitors. McDonald’s has outsourced some of its food ingredients to food processor companies in order to increase labor productivity, reduce the wastage cost and enhance consistency

McDonald’s strategy brings about a high degree of linkage in the relationships among core competencies, peripheral competencies and competitive methods. This combination will create a high level of inimitability and sustainable competitive advantage.

Concerning the degree of alignment between core competencies and competitive methods, marketing and R&D are perfectly linked to all present and future competitive methods. Indeed, R&D is directly linked to the development of the Happy Meal, the new Big Mac sauce recipe (with less fat), the consistency, Hyperactive Bob system (linked with speed of service and Drive thru), the development of local tastes products and food safety.

Marketing and communication is also a fundamental for the implementation of products (Happy Meal, Big Mac, local tastes) and the services provided to the customers (speed of service, consistency, cleanliness and food safety).

For those two main core competencies, McDonald’s allocates a comprehensive amount of its resources:

· 4.5% of the sales of each restaurant for communication and marketing budget

· The creation of the food studio in Europe, an R&D entity, which aim is to scan the market trends and create new products, pioneer on the market and answering customers needs and wants. It was created with the participation of all European countries to get a more powerful investment.

The competitive method that will bring the more value is Biotechnology. We have demonstrated in this paper that the core competencies are perfectly aligned with this competitive method. This will ensure a competitive advantage in the future with biotechnology since competition does not have the financial power to invest as much in biotechnology. We estimate the life span of this future competitive advantage to be 30 years.

Core competencies description
	Core competencies
	How it adds value to the organization?
	Comparison with competitors
	How it provides competitive advantage?
	Amount of the fime’s resources which are invested
	How they are communicated throughout the organization?

	QUALITY CONTROL

McDonald’s Agriculture Assurance Program (MAAP)
	How it adds value to the organization?
In an increasing health concern, fast food customers are seeking for transparency as well as traceability. In fact, after the mad Cow case in Europe, McDonald’s France was the only company that could truck its beef items from framers to its outlets. Keeping records of food items and especially meat and poultry has helped McDonald’s to reduce the risk of consumption crisis in the French market. Implementations of standards and frequent quality audits have increased customer confidence to McDonald’s products. In fact, McDonald’s remained the unique point of sale that didn’t suffer from the beef crisis in the French market. Other European countries have adopted the same standards to ensure consistency and better quality of food products. However, the increasing number of outlets every year has been an obstacle to insurance of quality control and consistency. In other words, McDonald’s doesn’t want yet to communicate on this subject, especially when the fast food chain face fierce competition in this core competency. 

Comparison with competitors
Even if McDonald’s is one of leading restaurant companies in the globe, the fast food chain is facing a fierce competition in the restaurant industry. McDonald’s has faced its first losses in the first quarter of 2003 (-$343.8 million). “Once McDonald’s become penetrated and mature, however, and has some competition, it is not good at generating sales gains per store. That is Wendy’s Territory”. (Janice Meyer, a restaurant analyst at Credit Suisse).

McDonald’s has been the fast food chain with the greatest growth rate. That was mainly due to its joint-venture franchise that owns lands and buildings in the majority of areas in the globe. The company recorded a 1700 opening per year for the last two year, with a closing of 700 per year. This alarm has put everyone to rethink its global strategy and put more effort in improving the quality of service in terms of consistency, internal communication end training.

Source: http://www.licenseenews.com/news/news181.html
AMERICAN CUSTOMER SATISFACTION INDEX

All Fast Food Restaurants

Score

Papa John's

77

Group Average

70

Pizza Hut

70

Wendy's

70

Domino's

69

Little Caesars

69

Burger King

67

KFC

65

Taco Bell

63

McDonald's

59

Source: The American Customer Satisfaction Index, National Quality Control Center at the University of Michigan (in partnership with The American Society for Quality and the CFI Group), as reported in The Wall Street Journal, February 20, 2001. Based on 12,500 telephone surveys completed during the fourth quarter of 2000; out of a possible score of 100.
How it provides competitive advantage?
Customer confidence in McDonald’s food products have declined in the last decade due to a fierce competition. This doesn’t prevent McDonald’s to remain far ahead the foremost fast food company in the world. Quality control has become more as a critical success factor rather than a core competency or competitive method. McDonald’s has even lost in the battle of having a competitive advantage in quality control for the US market. However, as the company operates mainly in the rest of the world, the fast food chain remains a reliable source of eating. McDonald’s represents in some countries American standards of food safety and quality of service that local fast food chain can not compete. 

Amount of the fime’s resources which are invested
One of the major tools that McDonald’s is using to ensure better quality of service is the Hamburger University. However, the University dos not provide all tools to ensure better customer services or resolve consumer complaints. Therefore, it has been suggested that McDonald’s should restrict its point of sale to a very restricted number. In other words, automated services were implemented to decrease interaction between staff and customer, decrease wrong orders and increase the speed of service (one of the competitive methods for McDonald’s and the rank two complain)

Source: A New Solution to Bring Back the Smile.htm

In addition, expert’s is the company that helps McDonald’s to implement and establish a total quality management process. For McDonald’s both the strategic (vision, mission and management) and tactical portions are addressed in their implementation plan. Tactical items included continuous improvement methods achieving process capability, employee empowerment, benchmarking, and process optimization.

Source: http://chemindustry.intota.com/
McDonald’s has invested in business intelligence in order to reduce as much as possible customer. In addition, “Mystery Shopper” visits have reduced complaints in the UK market from 2 complaints per month to zero.

Source: http://www.ireland.businessobjects.com/customers/spotlight/mcdonalds/default.asp
For McDonald’s, total quality management (TQM) involves that the employees are at work on time, are neatly dressed, and are clean. The employees must make sure that the customers constantly receive safe food, which implies that the employees must wash their hands often to remain clean. Moreover, the employees must follow certain Standard Operational Procedures, so the customers always receive exceptional quality and service. This includes the employees using plastic gloves when they prepare the food, that the meat and fries are properly fried, and that the vegetables are thoroughly washed when used in the food. Another TQM is that the employees rely on teamwork and high energy to get the job done, so that the customers do not have to wait long for their food. Furthermore, McDonald’s management emphasizes that their restaurants should be clean. This involves that the restaurants are tidy, sparkling and spotlessly clean.

Source: http://www.term-papers.us/ts/bb/bmu268.shtml
The estimation of MAAP (McDonald’s Agricultural Assurance Program) is not disclosed in different reports. MAAP outlines goals in different policy areas such as: environment, agriculture practices, animal welfare, animal nutrition, animal medication, transparency and genetics. This program is mainly built for the European community in order to decrease the level of uncertainty in food origins and concerns about food disease. MAAP is considered to be an internal program in order to limit competition to copy it.

McDonald’s Agricultural Assurance Programme
The programme comprises seven principles, which individually define the standards for the agricultural production of our raw materials:

1. Sustainable business operations 

2. Agricultural production methods 

3. Animal-friendly keeping of farm animals 

4. Strict feeding requirements 

5. Veterinary medicine controls 

6. Traceability of production chain 

7. Only feed without genetically modified organisms 

Source: http://www.environment.mcdonalds.ch
How they are communicated throughout the organization?
Six sigma concepts is a technical measure of how many unhappy customer experiences per million opportunities. For example, if on any day McDonald’s served one million customers, if the number of complaints was below 3.4 then McDonald’s is considered Six Sigma. However, if the number rises to 233 then McDonald’s is considered Five Sigma, etc. Most companies are at the two to three Sigma level of performance (between 308538 and 66807 customer dissatisfaction). Companies that have a two to three sigma level of performance experience business problems and lack to bring value to both shareholder and customers.

Source: (http://btobsearch.barnesandnoble.com)

On the other hand, McDonald’s provides its commitment to quality and services to its customer through its external and internal communications. The internal communication is translated by its core value and mission statement. In fact, the message: “We love to see you smile” is a message that has been communicated to every employee as well as every guest. However, as the company has a very high staff turnover, it is very difficult to maintain the same quality and standards. Supervisory actions were even abandoned for more technological tool in order to reduce interaction between staff and customer. A centralized call centre was implemented in the US to collect food orders in order to battle the decreasing number of English speaking manpower.

	EXTERNAL COMMUNICATION AND MARKETING

Marketing is a key issue for McDonald’s.

The phenomenal growth of McDonald’s is largely attributed to the creation of its strong brand identity. McDonald’s trademark, the Golden Arches, and its brand name has become amongst the most instantly recognized symbols in the world.

It is essential for the success of the brand to find out what the customers want, develop products to satisfy them, charge them the right price and make the existence of the products known through promotion. Cinema and television advertising have played a major part in McDonald’s marketing mix. Television audiences are divided into children and adults. For television advertising the prime target is the 18-35 age group. Press and magazine advertisements are targeted exclusively to adults and older children. Outdoor advertisements are not geared to children but will be seen by them. 

From 2003, McDonald’s focused on marketing, promotional and public relations activities designed to nurture McDonald’s brand image and differentiate it from competitors. 

McDonald’s recently developed a lot of partnerships, especially the latest with sportsmen supporting the new Salad Plus range (Olympic games)

Last but not least, McDonald’s uses loyalty programs and promotions to attract and build up loyalty among its customers.


	How it adds value to the organization?

This strong advertising investment adds value to the firm because it builds up brand awareness and brand recognition. Big Mac was highly advertised and is used as an economic index (Big Mac index);

Loyalty programs and promotions make it possible to have more frequent customers.

Communication gives more visibility to the brand.

Comparison with competitors : 

McDonald’s is far ahead in terms of marketing budget and marketing effectiveness (see brand awareness below).
[image: image117.emf]Rank Brand

Total 

Sales 

(billions)

Media 

Expenditu

res 

(millions)

1 McDonald's $20.10  $628.90 

2 Burger King 8.6 296.4

3 Wendy's  6.2 231.6

4 Pizza Hut 5 148.2

5 Taco Bell 4.9 179.5

6 KFC 4.7 206.2

7 Subway 4.5 176.2

*Sources: Technomic Inc. (sales); CMR 

(expenditures)

Fast Food 2005 

(http://www.brandweek.com)


How it provides competitive advantage?

The exceptional brand awareness and Big Mac recognition give McDonald’s a competitive advantage over its competitors. 

McDonald's brand accounts for roughly 18 percent of the company's market capitalization, or about $25 billion.

Amount of the firm’s resources which are invested

Franchisees and Company-owned restaurants are required to spend a minimum of 4% of gross sales annually for advertising and promotion of the business.

The total marketing budget in 2004 was $1,200million (including $628.90 million for media expenditures)

How they are communicated throughout the organization?

McDonald’s relies on its corporate culture and values to communicate among the organization.

"McDonald's vision is to be the world's best quick service restaurant experience. Being the best means providing outstanding quality, service, cleanliness, and value, so that we make every customer in every restaurant smile."



	HAMBURGER UNIVERSITY

McDonald’s goal is to have the best trained, most respected and committed employees in the QSR (quick service restaurant) business. Our future depends on it. (Alan Feldman, President McDonald’s USA, 1999)
Training is a key platform in McDonald’s attempts to maintain and further grow its global brand, despite the difficulties presented by multiple ownership and far-flung geographic reach. Consistency of product and service, despite geographic or cultural boundaries, is a primary driver of the corporation’s education and training programs.

Not surprisingly, McDonald’s education and training functions are fragmented throughout the organisation, with responsibility shared by owner-operators or corporate restaurant managers, geographically-based

business groups and divisions, and corporate home office. 
The Advanced Operations Course (AOC) is delivered at Hamburger University, McDonald’s worldwide management training centre, and each restaurant must have at least one AOC graduate. Design and development of training programs and curriculum is controlled centrally, with the corporate Training, Learning and Development Division base.

At store level, individual franchisees or restaurant managers work with business or training consultants to develop crew skills. There is a self-contained training department in each of the 38 US regions and 115 countries that McDonald’s operates in; these deliver the basic and intermediate operations and management courses. 
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Hamburger University Education Set-up
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Example of a Hamburger University diploma
	How it adds value to the organization?

The McDonald’s career path can lead to Hamburger University. Located in Oak Brook, Illinois, Hamburger University is the destination for McDonald’s employees around the world to learn about quality, service, cleanliness and value, the core principles of McDonald's. In addition, training that's taught all over the world originates from Hamburger University’s field implementation and design departments.

Moreover, McDonald’s is keen on developing their own people at every level of the organization from restaurant crew to executives. As a result of commitment and investment in the Hamburger University 70 percent of McDonald’s executives are hired internally.
Comparison with competitors

Now all major fast-food chains have training schools. Starbucks utilizes a support center, Wendy's launched a management institute and Yum! Brands, Inc., with  33,000 restaurants has a Yum! University, albeit not as formalized (i.e. campus and  dedicated professors) as McDonald’s.

Yet, non-has come close to matching the resources McDonald's continues to devote to formal instruction.

In 1961, the McDonald's Corporation founded Hamburger University, marking the starting point for the corporate university. The first courses were held in the basement of a McDonald's restaurant in Elk Grove Village, Illinois. Hamburger University was designed exclusively to instruct personnel employed by McDonald's Corporation or by McDonald's Independent Franchisees in the various aspects of the business and operations of McDonald's. Today Hamburger University is the US largest training organization. More than 5,800 students attend Hamburger University each year. On a further note, more than 73,000 students have graduated from Hamburger University

16 full-time international resident professors teach students from more than 119 countries.  The facility includes 17 teaching rooms, a 300-seat auditorium and four special team rooms for interactive education.  Hamburger University translators can provide simultaneous translation of more than 28 different languages. 

Preparing for a conquering the growing Asian market a  Hong Kong branch of Hamburger University, was opened in 2001. Hamburger University has always branches in England, Japan, Germany and Australia.

"We take the hamburger business more seriously
than anyone else ." - Ray Kroc, Founder
How it provide competitive advantage?

Hamburger University is built on the foundation of helping McDonald's employees take advantage of each other's knowledge - gathering best practices and key learnings to achieve the McDonald's vision to be the best quick-service restaurant experience in the world. Moreover, McDonald’s strives to provide the best possible training and career-long learning opportunities to achieve our vision of being recognized as the world's best developer of people. The Hamburger University enables consistency in the training leading to consistent customer experience. 

Hamburger University can play a vital role not only in making sure food taste the same in each McDonald’s store, but also in convincing talented employees that a job with the leading quick service restaurant operator is worthwhile. In times with limited labor this might become an even more crucial competitive advantage. 

McDonald's provides extensive, continual training programs. By providing such comprehensive training, McDonald's helps ensure standards of Q.S.C. & V. These standards, in turn, ensure a restaurant to which the customers will enjoy returning. Hamburger University and combined with the McDonald’s training philosophy helps the company to control the operations of this ever expanding company. 

Amount of the fime’s resources which are invested

A spokeswoman declined to give details on the Hamburger Universities budget. Corporate universities are not for the faint hearted. They are highly expensive. Research in the US by Jeanne Meister calculated that the average operating budget for a corporate university in the US was $12.4 million.

Hamburger University officials are now working to convince franchisees that paying for workers to make the trip to Hamburger University is worth it.  McDonald’s puts up the funds to train its managers, though costs for transportation and accommodation at Hamburger University’s own lodge are up to the franchisees.

McDonald’s invests hundreds of millions of dollars in education and training. The decentralised nature of the business, its divisional and regional management structure, and the heavy dispersion of ownership amongst multiple licensees, means it is impossible to identify the amount of money spent on training and education.

You add that up and the cost of facilities etc., it’s enormous …It’s definitely more than one per cent of salary … I would suggest to you it’s more like 7–8 per cent of salary and certainly more than 1 per cent of sales around this whole system. And we don’t keep track of it. Obviously whoever is running their budget keeps track of it—I have a budget. I keep track of that and the restaurant keeps track of their budget—but we don’t aggregate it. We’ve never had to say ‘is this worth it?’, or had to measure it …( M a n k a r i o u s, Director of Hamburger University )
How they are communicated throughout the organization?

So in Learning and Development we are responsible for developing and delivering the curriculum that will be taught throughout the system. Each region or country then adds to, or enhances, the core. The core is the non-negotiables or the minimum standard and then they enhance or add, depending on their country or regional need. ( Karen Tancrede, Restaurant Management Development Team Leader)
Hamburger University and the Franchisee selection process: 


Franchisees are the main operators of the McDonalds outlets. Therefore it is important to familiarize the franchisees at the very beginning with the heart of the company, the Hamburger University.
As a franchisee candidate, you agree to participate in a comprehensive training and evaluation program. McDonald’s devotes significant time and resources to this highly regarded program, which is designed to prepare you for all aspects of operating your McDonald’s restaurant and to assist McDonald’s in evaluating your potential as a franchisee. The program is structured in several phases. Most of your training will take place in a McDonald’s restaurant convenient to your home or workplace. In addition, there are formal classroom sessions that are spread throughout the training program. Most classes are held in a regional training center. The final class – which is six days long – is held on the campus of Hamburger University.

Your complete training program includes seminars, conferences, and one-on-one sessions with corporate personnel. McDonald’s pays the cost of your training materials; however, McDonald’s does not pay you for your time or reimburse you for your expenses associated with training. During the course of the training, both you and McDonald’s have the right to change your minds about your participation for any reason. You will be considered for a franchise only when McDonald’s determines your training is successfully completed



	RONALD MC DONALD

-Ronald Gym Club: area for kids to play and do sports activities (dance, soccer…)

-Charity programs: including the Ronald McDonald House Charities
-Kids birthday parties: kids can invite their friends to have a meal, a birthday cake and entertainment.
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	How it adds value to the organization?

Second more known character after Santa Claus

96% of US schoolchildren can identify Ronald McDonald.

McDonald’s ensures that the character is a good example to children as well as providing them with fun and amusement

Comparison with competitors

McDonald’s is ahead of competitors.

There are no competitors with such a famous character.

How it provide competitive advantage?

The character and the advertising material associated with him promotes the restaurants, at the same time the character performs many charitable functions which includes hospital visits to sick children to whom free toys are given and appearances at charitable occasions to assist fund raising.

Amount of the firm’s resources which are invested

McDonald's Corporation pays for all of the charity's administrative costs. The Ronald McDonald House Charities maintains 211 houses in 44 countries around the world where families can stay together for free when traveling for a sick child's. The Charity also makes grants to not-for-profit organizations. Grants to date total more than $150 million per year. 

How they are communicated throughout the organization?

-Character used in the outlets

-due to anti-American sentiment, people are looking for humanity—a concern for the well being and the environment (Importance of the Ronald Gym Club)

	LOCATION ADVANTAGE

McDonald’s operates 31 561 outlets worldwide.
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	How it adds value to the organization?

- World coverage (119 countries)

- A lot of outlets (you can get people for their 2nd motivation : convenience)

- Rents from franchisees: McDonald’s owns the land and the buildings of their franchisee’s restaurants and take advantage of the renting revenues from them.

- Economies of scale: McDonald’s had developed special specifications and plans to open a restaurant as fast as possible due to experience, knowledge and economies of scale. Locating a value-creation activity in the optimal location for that activity can have one of two effects: either it can lower the costs of value creation and help the company achieve a low-cost position, or it can enable a company to differentiate its product offering and charge a premium price. Thus striving to realize location economies is consistent with the generic business-level strategies of low cost and differentiation.

Focusing on location economics leads to the creation of a global web of value creation activities, with different stages of the value chain being dispersed to those locations around the globe where value added is maximized, or where the costs of value creation are minimized.

Moving down the experience curve. The systematic reduction of costs of production, which has been observed to occur over the life of a product. Learning effects and economies of scale underlie the experience curve and that moving down the experience curve is consistent with the business-level strategy of cost leadership.

Comparison with competitors

McDonald’s is ahead of competitors.

Yum! Has more outlets with 33 199 points of sale but do not benefit from the same location advantage as its portfolio counts 5 major brands (A&W, KFC, LJ Silvers, Pizza Hut and Taco Bell.)

How it provide competitive advantage?

Having maximum brand visibility in today's globally connected society and wanting to retain positive impact are mandatory business reasons. The bigger brands are, the harder they fall.

McDonald's restaurants have an iconic piece of signage: the neon Golden Arches and sometimes a flag floating in the sky for customers to see the restaurant from far away. McDonald’s has also an excellent signage system for drivers that lead to any McDonald’s in the located area.

Besides McDonald’s differentiate the customers who stop by a restaurant on his way to doing something (such as shopping, school, …) and customers who are going to McDonald’s in such a way that it was planned. Their locations must consider both targets in order to attract as many customers as possible. This includes openings in mall, airport, busy streets, city centers…

Amount of the firm’s resources which are invested

Growth opportunities and the McDonald’s REIT are major resources of the expansion of the brand and the opening of new outlets. The long-term commitment is illustrated in the purchase of freehold property whenever possible. McDonald’s also establishes master franchising arrangements whereby the master franchisee owns and operates all the outlets in his or her territory. While the level of investment that McDonald’s commits to these markets differs across these different governance modes, in all cases McDonald’s exerts significant control over the number of outlets and the growth in the number of outlets in each market. Franchising remains key to the company and franchised or affiliated units accounted for 72% of overall system-wide sales in 2003.

How they are communicated throughout the organization?

McDonald’s requirements for the opening of a restaurant is to communicate about new openings internally and through media. It also involves communication throughout the network of restaurants. 

	UNIQUE PRODUCTION PROCESS
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It is McDonald's unique purchasing system and the relationship McDonald's shares with its dedicated suppliers that ensure the quality of products in every restaurant and that make it unique 
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	How it adds value to the organization?
-Economies of scale: 

Def: The advantages that result from being large which lead to reductions in average costs.

As organizations become larger they generate many operational benefits as average unit costs fall over larger ranges of output. Economies of scale are the advantages that accrue as organisations become bigger and expand their activities. For McDonald’s, economies of scale allow for bulk purchase of products with a high volume turnover, research at a national level, faster growth and specialised management and franchise support.
- Management of the supply chain:

At McDonald's they have a saying, 'One Taste Worldwide', which is only possible because McDonald's sets strict requirements, which are the foundation of the production standards for the entire McDonald's supply chain.

McDonald's menu concentrates on five main ingredients: beef, chicken, bread, potatoes and milk. Recognising the importance of the supply chain in maintaining quality, McDonald's aims to create long-term relationships with a limited number of supplier partners. Suppliers are usually keen to ensure that they can meet McDonald's required standards. 

-Speed:

McDonald's customers are supposed to be able to order, get their freshly prepared food, and be on their way within 90 seconds.

-Traceability:

Consistency of product quality is one of the top priorities for McDonald's and they are on the leading edge of research and development in order to set new standards in quality. In addition because the McDonald's delivery program is so highly developed, they can trace any individual beef pattie back to the supplier's specific batch.

Comparison with competitors
McDonald’s production process is ahead from its competitors. As a leader in the chain production, the company has provided many times to other firms their knowledge in food production.
How it provide competitive advantage?
-Consistency

As the production is standardized in each local market, McDonald’s has a consistent product processing

-Food safety:

Food safety is absolutely essential to McDonald's. Their regulations on cleanliness and hygiene are among the strictest in the catering sector and the food industry.

McDonald’s ensure that their regulations are adhered to with rigid control systems along the entire supply chain. Their suppliers have a quality management system at their disposal that accords with international standards and is based on the HACCP concept, which contains specific McDonald's guidelines. The products manufactured for McDonald's are subject to ongoing microbiological, sensory, chemical and physical tests by independent and accredited laboratories.

An HACCP system is also implemented throughout their logistics chain. Internal and external independent audits ensure that the strict requirements are being observed. All parameters which are important and necessary for the safety of their guests and conformity to legal requirements are systematically monitored and documented. When a new employee joins the company, particular attention is paid to their proper training of this process. 

Amount of the fime’s resources which are invested
Equipment:

McDonald’s spent 1 419 millions in properties and equipment in 2004 vs.  1307 in 2003 and represents 74% of total assets.

Training:

McDonald’s spent 96 millions on training in 2004 vs. 115 millions in 2003. Both years, it accounted for 5% of McDonald’s expenditures.

How they are communicated throughout the organization?
Training

Activities designed to improve the competence and ability of individuals in order to better enable an organization to meet its objectives.
The company aims to recruit the best people, to retain them by offering ongoing training relevant to their position and to promote them when they are ready. Its recruitment policies, procedures and practices reflect the company's determination to fulfil its aim.

The first stage of training is at the Welcome Meetings. These set out the company's standards and expectations. This is followed by a structured development programme that provides training in all areas of business. Crew trainers work shoulder-to-shoulder with trainees while they learn the operations skills necessary for running each of the 11 workstations in each restaurant, from the front counter to the grill area. All employees learn to operate state-of-the-art foodservice equipment, gaining knowledge of McDonald's operational procedures. The majority of training is floor based, or "on-the-job" training because people learn more and are more likely to retain information if they are able to practise as they learn. All new employees have an initial training period. Here they are shown the basics and allowed to develop their skills to a level where they are competent in each area within the restaurant. The time scale for this depends on their status i.e. full or part-time. They will also attend classroom-based training sessions where they will complete workbooks for quality, service and cleanliness.

	R&D

R&D is a key issue for McDonald’s to remain the leader. With R&D, they understand customers’ needs and wants and find new production processes and gain in efficiency.

In November 2003, McDonald’s created the Food Studio in France. This R&D entity centralizes the strategy thinking and products conception for 42 European countries (5000 restaurants) where McDonald’s is present.

They work with nutritionists and a French grand chef on new recipes and new food concepts.

The aim is quick innovation, lower costs, more efficiency.


	How it adds value to the organization?

With R&D, they have created new products appealing for customers (the Salad Plus range launched in 2004 was created in the Food Studio and reached 150 million sales in 2004).

Those products are more responding to customers’ needs.

Thanks to R&D, they create also new processes (lastly the Kiosk where customers can make digital orders, which is a gain of time for cashiers).

Comparison with competitors : Ahead

McDonald’s free cash flow in 2004 was $1.7 billion compared with $486 million for Yum!.

The investment capacity of McDonald’s is more than 3 time as big as the one of Yum.

How it provide competitive advantage?

R&D gives McDonald’s a competitive advantage since no other competitor has the financial capacity to invest as much. Thanks to that, McDonald’s is able to propose frequently new products to customers, to be ahead of trends and processes.

McDonald’s also has the 1st mover advantage.
Amount of the firm’s resources which are invested

For example, McDonald’s spent $170 million to develop Innovate, a program allowing McDonald's management to see how many products are being consumed at any or all stores at any time of the day. This project represents the most expensive and extensive information technology project in the company's history.

How they are communicated throughout the organization?

New products, services and processes are implemented through trainings for all the employees or at least, restaurants managers in the Hamburger University (also a core competency).

	FOOD SUPPLY

	How it adds value to the organization?
United States, France, UK are the top countries in terms of profitability for McDonald’s. The fast food chain is the number one buyer of beef for these countries. McDonald’s has gained the bargaining power with food suppliers. In fact, by being the foremost food buyer, McDonald’s has even set specifications for its suppliers to meet with their standards. The bargaining power has helped McDonald’s to reduce its food cost compared to its competitors. The brand name has also helped the fast food chain to gain power in introducing new markets by contracting with local food suppliers. However, in the recent past, McDonald’s have also faced a challenge for supplying beef. In fact, in 2002 US local farmers argued that McDonald’s is buying its beef from New Zealand and that only 20% of fast food chain beef supply is provided by local US farmers. McDonald’s assured that the lack of beef supply is the only reason that pushed them to import beef from New Zealand.  

Source: http://www.mcspotlight.org
Comparison with competitors
McDonald’s is the largest purchaser of agricultural ingredients in different countries where it operates. McDonald’s is far ahead from its competition in the food supply chain. In fact, McDonald’s is the second largest fast food chain in terms of outlets behind Yum. Yum! Brands as mentioned in the task environment is a conglomerate of different Quick Service Restaurant. The conglomeration of different QSR does not help the company to have standardized product for different brands. Whereas, McDonald’s have worked to reduce the number of product and to provide a balanced menu. Therefore, McDonald’s have gained from its economies of scale. 

Source: http://www.agrelationscouncil.org/news.html
The following chart reflects how far McDonald’s is leading in controlling its cost of good sold. In fact, By tacking the percentage of CGS as of Sales for the last five year, we notice that McDonald’s is far ahead compared to its competitor. This Analysis could be misleading. In fact, McDonald’s has larger number than CKE or Wendy’s around the world. Therefore, McDonald’s can benefit from its economies of scale. On the other hand, YUM Brands have even more than McDonald’s outlets, however YUM does not control have the same control on CGS of McDonald’s. This value driver (CGS/Sales) is only one of the measures that can assess how efficient is a company to reduce its costs.

[image: image125.emf]CGS as a Percentage of Sales

0,00%

10,00%

20,00%

30,00%

40,00%

50,00%

60,00%

70,00%

80,00%

90,00%

2000 2001 2002 2003 2004

McDonald's

CKE Restaurant

Wendy's

YUM Brands

  

Source: Thomson Database

How it provide competitive advantage?
McDonald’s has outsourced some of its food ingredients to food processor companies in order to increase labor productivity, reduce the wastage cost and enhance consistency. McDonald’s is partnering with local companies and farmers as well as allying with multinational companies i.e. Coca Cola. McDonald’s has built its food supply chain in every country they operate. In addition, McDonald’s trains local farmers in order to enhance consistency in food ingredients in different part of the world. 

Source: http://www.icmr.icfai.org/casestudies/catalogue/Operations/OPER001.htm
How they are communicated throughout the organization?
Farmer, food suppliers and ingredients suppliers have to adjust their products to McDonald’s specifications and standards. In fact, one of the programs that have enhanced the relationship between McDonald’s and its suppliers is that both parties have gained from the partnership. McDonald’s has increased consistency in its products and suppliers gain by allying their product to the fast food chain known as the biggest buyer of food ingredients. Ghislain Pelletier, Vice President Corporate Agriculture McCain Foods limited reported: “As the world’s largest potato processor we see value adding in being a leader on sustainability issues. We recognized the benefit of joining McDonald’s corporation as a founding partner in its MAAP and scorecard projects…” 

Source: http://www.mcdonalds.com/corp/values/socialrespons/
The above table is an example of how McDonald’s Switzerland disclose its food items and track its food supply:

 Product

Supplier

Processing

Origin of raw materials

French fries

Frigemo

Switzerland

Switzerland

Bread rolls

Fortisa

Switzerland

Switzerland

Deluxe Potatoes

Kadi

Switzerland

Switzerland

Beef

Bell

Switzerland

Switzerland

Pork

Bell

Switzerland

Switzerland

Chicken for McNuggets

Ospelt

Switzerland

Hungary, Poland

Other chicken

Esca

Germany, Hungary

Germany, Hungary

Salads

Eisberg

Switzerland

CH, EU

Mineral water

Valser

Switzerland

Switzerland

Sweet beverages

Coca-Cola

CH, EU

CH, EU

Frying oil

Florin & Nutriswiss

Switzerland

Switzerland

                                                                             Source: http://www.environment.mcdonalds.ch



Competency and Current competitive method matrix

	Core competencies
	Current competitive methods

	
	Happy Meal
	Big Mac
	Drive thru
	Speed of service
	Consistency
	Cleanliness and food safety
	Diversity / local tastes



	Quality control


	
	
	
	food hazards. Frequent tests and visits, food scorecards have helped McDonald’s to focus its strategy in improving the service level by creating automated system of sale.
	The first objective of TQM as well as MAAP has also reduced TQM and MAAP is to create consistency in the food supply and production process. McDonald’s has suffered from the mad cow disease. MAAP and TQM have contributed to shorten the crisis. The global market did not react at the same level to the mad cow crisis and McDonald’s have reduced its risk with different suppliers
	By implementing traceability for food items and restricted TQM procedures, McDonald’s has created a value to its customer in reducing food hazards and ensuring consistent cleanliness and food products all around the world. A customer would have the same expectations while eating at McDonald’s in every outlet all around the world. The expectancy is mainly focused in the food item rather than the service itself. In fact Six Sigma has showed that it was very hard to reduce divergence in different parts of the globe  
	McDonald’s has implemented MAAP to reduce inconsistency. However, the program doesn’t prevent the fast food chain to buy food ingredients from local farmers as it is the case in the majority of the countries (India, Europe, China, Russia…)

McDonald’s has joint ventured with local companies and farmers in order to reduce cost of international shipment and gain bargaining power with country authorities.

	External communication and marketing


	Happy Meal success relies on marketing.

Children are the primary target market for McDonald’s. The toy of the Happy Meal is changing every month and is supported with a communication campaign.

Marketing and communication partnerships with the film industry (Disney today) is key for the success of the Happy Meal. 
	The Big Mac is heavily used in advertising because it is a sort of signature for McDonald’s and benefits from a global recognition.

In almost all advertising campaign, it is used as a recognition sign. 
	The drive-thru target is mainly time stretched persons, people looking for convenience.

Special packaging is created for take-away food, enabling convenient meals.

“Place” is one of the 4 marketing Ps.

This distribution system was developed because of changing consumption habits of time stretched people, revealed through marketing surveys.

	Speed of service is part of the product McDonald’s is selling, one of the 4Ps.

When the customer have to wait if only 2 minutes, the promise of the brand is not met.
	Marketing and communication is standardized and consistent in different countries: same advertising campaign, same general products launched worldwide, same tone used, same Golden arches….
	A typical marketing tool used to advocate for cleanliness is the “cleanest restaurant of the year” diploma put at customers’ sight near cashiers.


	Limited series are launched on a month basis: each week, another burger of the promotion is sold. Marketing and promotion makes it possible to drive customers every week to taste all the products of the limited series (heavy communication in radio, TV, billboards …)

	Hamburger University (HU)
Training and Hamburger University is a key platform in McDonald’s  attempts to maintain and further grow its global brand, despite the difficulties presented by multiple ownership and far-flung geographic reach.

Designed exclusively to instruct personnel employed by McDonald's Corporation or employed by McDonald's Independent Franchisees in the various aspects of the business. All training programs begin with one essential ingredient: The Basics of McDonald's Operations.

"None of us is as good as all of us."  Ray Kroc, Founder
	
	
	
	
	Consistency of product and service, despite geographic or cultural boundaries, is a primary driver of the corporation’s education and programs offered at the Hamburger University.

Designed exclusively to instruct personnel employed by McDonald's Corporation or employed by McDonald's Independent Franchisees in the various aspects of the business. All training programs begin with one essential ingredient: The Basics of McDonald's Operations.

The average McDonald's restaurant manager spends more than 2,000 hours over four years in training of one kind or another. This is about the same amount of time that a typical four-year university student spends in the classroom


	Cleanliness is one of the core standards at McDonalds and therefore permanent research is being performed to keep up with the latest trends.

Hamburger University has become the destination for McDonald’s employees around the world to learn about quality, service, cleanliness and value, the core principles of McDonald's.
	McDonald's is probably recognized for its adaptation to local tastes more than any other quick-service chain. It's restaurant menus have been consistently innovative, relevant, and responsive to customer tastes and preferences since the 1950s, taught throught the Hamburger University.



	Ronald Mc Donald


	Second more known character after Santa Claus.

96% of US schoolchildren can identify Ronald McDonald. 
	
	
	
	
	
	

	Location advantage

	
	
	-Enable to reach time stretched customers, families and businessmen who need to eat faster than others.
	Many locations assure fluidity in during peak periods of service. McDonald’s is doing 70% of sales during 4 hours a day.
	The restaurant locations give the illusion of similarity among the outlets and reassure the customers. (in the case of new openings)
	
	The diversified locations assure diversity in the offer, décor and atmosphere.

	Unique production process
	
	
	McDonald’s fast and consistent production and service process is a key force for delivering drive-thru services.
	Very fast chain production process. Use of menus to facilitate the choice of the customer and speed his order.
	McDonald’s uses at many points in the food production chain quality control in order to provide  quality products.
	McDonald’s has always put forward its capability to provide cleanliness all along the food chain and therefore  use it  as a key factor in the safety of the food.
	According to the area, McDonald’s is able to apply its ability to  adapt production and products. By implementing always its knowledge in that field, McDonald’s ensure success in the overlwhole chain.

	R&D


	Lastly, thanks to R&D, McDonald’s added 6 new products in the Happy Meal (apple sauce, yogurt, fish…) more responding to kinds needs and mother’s concern about health
	A Big Mac equates to 492 calories. Regarding the growing concern for health and obesity, R&D is needed to rethink the recipe of the Big Mac and make it less caloric. The more caloric part of this burger is the sauce. It is a challenge to find a new recipe without changing the historical taste of McDonald’s signature.
	Thanks to R&D HyperActive Bob was developed and increase the efficiency of the drive thru.

This technology makes it possible to anticipate customers’ orders before they even placed them. This system (in a testing phase in 7 restaurants) will assist the production team, speed the pace of service, decrease the waste and therefore lead to higher sales.
	HyperActive Bob was a mean to increase speed of service.

Besides, the new Kiosk to place orders was also a speeding technology.

R&D makes it possible to find new production and service processes to increase efficiency and speed of service.
	How can R&D assists McDonald’s in its consistency mission?

Tests on food are done every day in the world to certify that food requirements are met.

Special food production processes are key to ensure this consistency.


	McDonald’s has a unique food traceability system that enables food safety.

In France, during mad cow disease crisis, they were the only firm to have such an information system. They even sold it for free to the French government and it became ever since a reference in French food industry for food safety.
	The Food Studio is a R&D entity devoted to diversify the offer and create new products that respond to customers’ needs and wants.

	Buying power


	
	
	
	McDonald’s has built long term relationship and joint venture with local companies and farmers as well as multinational companies (Coca Cola and McCain) in order to increase the speed of service. Long term relationship and traceability are the main contributor of the speed of service.
	McDonald’s is considered the largest buyer of food ingredients in different countries where it operates. Therefore, the high level of buying power has allowed the fast food chain to dictate its requirements to its suppliers. These requirements aimed to increase consistency in food products.
	McDonald’s has built MAAP in order to enhance food safety. The program has been also adopted by McDonald’s suppliers in order to ensure their joint venture and retain the largest buyer of food ingredients as one of their clients.
	


Competency and Future competitive method matrix
	Core competencies
	Futur competitive methods

	
	Healthy food
	Menu for the elderly
	Convenience and technology
	Nano engineered restaurant
	Better  Access

	Quality control


	McDonald’s has to adapt its process and reengineer its Quality standards to future requirements and changes. Biotechnology can even provide better assessment for proved food items and their impact on health  
	Menu for elderly requires stringent quality control. This can be comparable to hospitals nowadays that track every food item provided for special diets. The core business for hospitals is not providing food; Contract Catering companies are far ahead in providing functional food.
	Quality Control has to ensure that the technology invested is in alignment with the required needs for both shareholders and customers. A measure of customer satisfaction to the new technology could be one of the measures that can track the efficiency of the new competitive method.
	McDonald’s can reduce food hazards with nano-engineered restaurants. As we described in the competitive method analysis of McDonald’s there is already Samsung refrigerators equipped with nanoscale silver particles that enhance food safety. Quality control can be assessing the new particles and its consistency for a test market in order to extend it globally.
	Quality control is crucial for mass selling agri-food products. By creating Nano Burgers, McDonald’s has to ensure a longer life span for its products. By creating Nano Burgers McDonald’s can even change from the industry (restaurant to food processor). McDonald’s has to change its quality control to the standards of Nestlé and PepsiCo or even more strict control when it comes to a new technology.

	External communication, marketing


	Marketing surveys on public opinion have showed that McDonald’s needs to create more healthy products to respond to customers changing needs.

Marketing is the cornerstone for biotechnological food to be a success. Without marketing campaigns, without public opinion change, this will not be possible.

This is the reason why we allocated such a huge marketing budget in our biotechnology project investment.


	This new target market will grow in the future for McDonald’s (and will represent an estimated 10% of their sales).

McDonald’s is not targeting directly elderly for the moment. To follow the aging population trend, they will need to do marketing surveys to know exactly what are elderly needs and wants about their products and to be able to propose them suited menus.
	The wireless technology we suggest as a future competitive method will be a new marketing tool. 

McDonald’s will be able to send SMS to customers coming by any restaurant and also do sms-mailing for specific targets because they will have the habits and characteristics of each customer.
	Since Nano engineered restaurant will assure more food safety and cleanliness, marketing will be able to use that in advertising campaign to reassure those customers particularly concern by those problems (5% of McDonald’s customers today, 10% in the future)
	With delivery and vending machine, a new “Place” (4Ps) is introduced as part of the product, meaning that the marketing mix is changed.

This new way of consuming McDonald’s products will need marketing to educate customers.

	Hamburger University (HU)

	Although McDonald’s is constantly questioned about their impact on obesity problems, many nutrition professionals agree that McDonald's food can be part of a healthy diet. At HU the students will be taught how to include McDonald’s products in a healthy diet based on the sound nutrition principles of balance, variety and moderation. One key message to be communicated at the HU is that to a healthy diet is to moderate, not eliminate, favorite foods because eliminating foods is rarely successful long term. 
The HU will play a vital role when the biotechnology campaign takes place. Employees at all levels will have to go through a comprehensive training in order to be able to answer questions of the public. Furthermore, Biotechnology will change the job descriptions and set up of McDonalds kitchens. The initial training will be given at HU to be executed and communicated at McDonald’s stores.

	Now, as the year 2006

approaches and the oldest baby boomers hit 56, McDonald’s stores across 

the US are faced with a massive demographic shift. Fully one-third of the U.S. population will be age 50 or

older by 2010, presenting abundant

opportunities for McDonald’s. HU will be teaching employees on how to

successfully meet the needs, tastes and concerns of this

influential and affluent niche.

   
	The point where small, inexpensive computers have power approaching that of the human brain is just a few decades away.
Robots in the workplace will be a very popular idea because they will eliminate labor costs. The question remains, will the HU be ready to program these new “employees” or will the HU’s role diminish in the future?

	This transformation is accompanied by an increasing demand for high value-added products that meet consumers’ demands of superior taste and convenience, health and well-being, as well as safety. In many cases this requires research-intensive innovations that exploit nanotechnology. These new nanotechnologies are brand new on the market and will need to be taught comprehensively at HU. At HU the maintenance of such sophisticated and revolutionary products need to be also explained.  

	Nano Techonlogy enables a fresher taste, a stronger aroma, and a higher absorption rate for food nutrients. However, nanotechnology is quite sophisticated and requires quite some times developing any application. These new results and methods will be taught at HU to be communicated and executed at McDonald’s stores.  



	Ronald Mc Donald


	McDonald’s ensures that the character is a good example to children as well as providing them with fun and amusement

Its new image involves a new advertising campaign called “Make fruits and veggies fun for kids”.
	
	
	
	

	Location advantage

	
	In city centers, McDonald’s restaurants are located in busy districts easy to access for old people.
	Hyperactive Bob, a roof top camera aiming to predict traffic in parking lot, can equipped most of the house restaurants.
	Nano engineered restaurants will enable cleaner places (self-clean windows…) and increase the visibility fro customers. 
	Better access includes vending machines targeted customers who did not plan to go to McDonald’s. Whereas delivery will enable to plan and organized the production process and build up loyalty.

	Unique production

process


	By adopting Biotechnology in their production process, McDonald’s will innovate and improve the fast food production. This Unique production process will be a major component in order to keep taste and at the same time succeed in providing healthy food.
	
	Production will be performed by many new technologies. McDonald’s has always be a leader in adopting new technology and implementing them to their production and service process. This contributes extremely to its success.
	
	

	R&D
	R&D is a key element for our new Biotechnological food.

Without R&D, this future competitive method will not be possible to implement. This huge investment is needed.

	R&D will help find more functional food for the elderly and respond to their needs for more balanced, convenient and tasty food.
	All our proposed new technologies for the future (robots, wireless) will need R&D to be developed and implemented.
	All the proposed nano-technologies are in research stage and need more R&D resources to be completed and implemented.
	For vending machines and delivery, a new packaging has to be developed to increase the lifespan of the products.

	Buying power
	By investing in Biotechnology, McDonald’s will change its supply chain model. In fact, current suppliers will act as subcontractors that have to process food ingredients for McDonald’s. In other words, current suppliers will probably have lower returns. However, McDonald’s will remain the largest client for these companies. 
	
	
	
	In this case, McDonald’s can have even higher bargaining power. In fact, McDonald’s products will have more opportunities for sales. Thus, it requires even more food ingredients. The challenge for McDonald’s is to find enough local suppliers.
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The countries represented are the ones for which the number of restaurants represent more than 0.18% of the total number of McDonald’s restaurants. Therefore, this map represents 97.5% of McDonald’s business.
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� On this form describe the major buying groups that are important to your firm.  Examples include tour operators, associations, clubs, or electronic groups such as Expedia or Travelocity.
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		2000

		2001

		2002

		2003

		2004



Average Interest rate paid for all debt %

Average Interest rate paid for all debt % McDonalds

5.8

5.4

4.1

4.1

3.9



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																										28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		806.40		2,751.50		5.80		0.48		44,366.60		21,295.97		14,243.00		3,121.30		44,366.60		34.00												0.314		0.686

		2001						10.53		10.78		18.62		17.78		782.10		2,688.30		5.40		0.48		33,900.57		16,272.27		14,870.00		2,901.00		33,900.57		26.47												0.298		0.702

		2002						6.03		7.36		16.68		9.42		886.30		2,890.10		4.10		0.49		20,392.66		9,992.40		15,405.70		2,828.40		20,392.66		16.08												0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,961.40		3,268.80		4.10		0.44		31,332.98		13,786.51		17,140.50		3,148.40		31,332.98		24.83												0.357		0.643

		2004						11.58		11.64		15.81		19.02		2,484.30		3,903.60		3.90		0.39		40,712.99		15,878.07		19,064.70		3,725.90		40,712.99		32.06												0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime

		Year end		Restaurant index								Rate (average)

		12/29/2000		220,790						2000		9.23

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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		2000

		2001

		2002

		2003

		2004



Industry risk premium %

7.74

8.09

4.77

6.39

5.83



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																												28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		Total		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price				Value

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		526		2,752		5.80		0.48		44,367		21,296		14,243		3,121		44,367		34.00		14.86		65,663		68%		20.51		32%		4.5		0.314		0.686

		2001						10.53		10.78		18.62		17.78		494		2,688		5.40		0.48		33,901		16,272		14,870		2,901		33,901		26.47		13.04		50,173		68%		17.78		32%		4.5		0.298		0.702

		2002						6.03		7.36		16.68		9.42		589		2,890		4.10		0.49		20,393		9,992		15,406		2,828		20,393		16.08		7.21		30,385		67%		9.42		33%		4.5		0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,458		3,269		4.10		0.44		31,333		13,787		17,141		3,148		31,333		24.83		10.82		45,119		69%		14.31		31%		4.5		0.357		0.643

		2004						11.58		11.64		15.81		19.02		1,789		3,904		3.90		0.39		40,713		15,878		19,065		3,726		40,713		32.06		14.58		56,591		72%		19.02		28%		4.5		0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

																				SEC		SEC

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

																		Rf		0.042		US treasury bonds

																		Beta		0.68		NYU

																		Rm		0.16

																		Req		0.12224

																		Rdebt		0.06		based on ytm for 20years Corp bonds

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime						E/V		0.72

		Year end		Restaurant index								Rate (average)						DV		0.28

		12/29/2000		220,790						2000		9.23						1-t		0.65

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68						Wacc		0.0989328

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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		2000

		2001

		2002

		2003

		2004



Prime  Rate (average)

9.23

6.92

4.68

4.12

4.34



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																												28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		Total		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price				Value

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		526		2,752		5.80		0.48		44,367		21,296		14,243		3,121		44,367		34.00		14.86		65,663		68%		20.51		32%		4.5		0.314		0.686

		2001						10.53		10.78		18.62		17.78		494		2,688		5.40		0.48		33,901		16,272		14,870		2,901		33,901		26.47		13.04		50,173		68%		17.78		32%		4.5		0.298		0.702

		2002						6.03		7.36		16.68		9.42		589		2,890		4.10		0.49		20,393		9,992		15,406		2,828		20,393		16.08		7.21		30,385		67%		9.42		33%		4.5		0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,458		3,269		4.10		0.44		31,333		13,787		17,141		3,148		31,333		24.83		10.82		45,119		69%		14.31		31%		4.5		0.357		0.643

		2004						11.58		11.64		15.81		19.02		1,789		3,904		3.90		0.39		40,713		15,878		19,065		3,726		40,713		32.06		14.58		56,591		72%		19.02		28%		4.5		0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

																				SEC		SEC

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

																		Rf		0.042		US treasury bonds

																		Beta		0.68		NYU

																		Rm		0.16

																		Req		0.12224

																		Rdebt		0.06		based on ytm for 20years Corp bonds

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime						E/V		0.72

		Year end		Restaurant index								Rate (average)						DV		0.28

		12/29/2000		220,790						2000		9.23						1-t		0.65

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68						Wacc		0.0989328

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34





GraphsAss3

		





GraphsAss3

		2000

		2001

		2002

		2003

		2004



McDonald's Return on  Invested Capital %
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ROE Market %
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ROE McDonalds %

20.51
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Free Cash Flow $

526

494
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		2000

		2001
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		2004



CF from  Operation $

2751.5

2688.3

2890.1

3268.8

3903.6



		2000
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Average Interest rate paid for all debt %

5.8

5.4

4.1

4.1

3.9



		2000		21295.968

		2001		16272.2736

		2002		9992.4034

		2003		13786.5112

		2004		15878.0661



Equity  Amount (1) $

Debt Amount $

Debt and equity amounts

44366.6

33900.57

20392.66

31332.98
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Average Market  Capitalization  $

Market Capitalization
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Restaurant sector Cost of Capital %
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Industry risk premium %
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Industry average ROIC %

18.13
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Industry average ROE %

33.43
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16.34

15.81
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Prime  Rate (average)

9.23

6.92

4.68

4.12

4.34



		2000
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S&P 500 Restaurant index

220790

197010

148660

221290

312010



		

														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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		2000

		2001

		2002

		2003

		2004



ROE McDonalds %

20.51

17.78

9.42

14.31

19.02



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																										28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		806.40		2,751.50		5.80		0.48		44,366.60		21,295.97		14,243.00		3,121.30		44,366.60		34.00												0.314		0.686

		2001						10.53		10.78		18.62		17.78		782.10		2,688.30		5.40		0.48		33,900.57		16,272.27		14,870.00		2,901.00		33,900.57		26.47												0.298		0.702

		2002						6.03		7.36		16.68		9.42		886.30		2,890.10		4.10		0.49		20,392.66		9,992.40		15,405.70		2,828.40		20,392.66		16.08												0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,961.40		3,268.80		4.10		0.44		31,332.98		13,786.51		17,140.50		3,148.40		31,332.98		24.83												0.357		0.643

		2004						11.58		11.64		15.81		19.02		2,484.30		3,903.60		3.90		0.39		40,712.99		15,878.07		19,064.70		3,725.90		40,712.99		32.06												0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime

		Year end		Restaurant index								Rate (average)

		12/29/2000		220,790						2000		9.23

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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		2000

		2001
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		2003

		2004



ROE Market %

13.7

10.78

7.36

10.12

11.64



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																										28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		806.40		2,751.50		5.80		0.48		44,366.60		21,295.97		14,243.00		3,121.30		44,366.60		34.00												0.314		0.686

		2001						10.53		10.78		18.62		17.78		782.10		2,688.30		5.40		0.48		33,900.57		16,272.27		14,870.00		2,901.00		33,900.57		26.47												0.298		0.702

		2002						6.03		7.36		16.68		9.42		886.30		2,890.10		4.10		0.49		20,392.66		9,992.40		15,405.70		2,828.40		20,392.66		16.08												0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,961.40		3,268.80		4.10		0.44		31,332.98		13,786.51		17,140.50		3,148.40		31,332.98		24.83												0.357		0.643

		2004						11.58		11.64		15.81		19.02		2,484.30		3,903.60		3.90		0.39		40,712.99		15,878.07		19,064.70		3,725.90		40,712.99		32.06												0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime

		Year end		Restaurant index								Rate (average)

		12/29/2000		220,790						2000		9.23

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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ROE McDonalds %
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Free Cash Flow $

806.4

782.1
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1961.4

2484.3



		2000
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		2004



CF from  Operation $

2751.5

2688.3

2890.1

3268.8

3903.6



		2000
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Average Interest rate paid for all debt %

5.8

5.4

4.1

4.1

3.9



		2000		21295.968

		2001		16272.2736

		2002		9992.4034

		2003		13786.5112

		2004		15878.0661



Equity  Amount (1) $

Debt Amount $

Debt and equity amounts

44366.6

33900.57

20392.66

31332.98

40712.99
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Average Market  Capitalization  $

Market Capitalization

44366.6
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Restaurant sector Cost of Capital %
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Industry risk premium %

7.74
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Industry average ROIC %

18.13

18.7
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16.74

18.64
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Industry average ROE %

33.43

18.62

16.68

16.34

15.81



		2000
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Prime  Rate (average)

9.23

6.92

4.68

4.12

4.34



		2000

		2001

		2002

		2003

		2004



S&P 500 Restaurant index

220790

197010

148660

221290

312010



		

														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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		2000

		2001

		2002

		2003

		2004



ROE Restaurant %

33.43

18.62

16.68

16.34

15.81



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																										28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		806.40		2,751.50		5.80		0.48		44,366.60		21,295.97		14,243.00		3,121.30		44,366.60		34.00												0.314		0.686

		2001						10.53		10.78		18.62		17.78		782.10		2,688.30		5.40		0.48		33,900.57		16,272.27		14,870.00		2,901.00		33,900.57		26.47												0.298		0.702

		2002						6.03		7.36		16.68		9.42		886.30		2,890.10		4.10		0.49		20,392.66		9,992.40		15,405.70		2,828.40		20,392.66		16.08												0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,961.40		3,268.80		4.10		0.44		31,332.98		13,786.51		17,140.50		3,148.40		31,332.98		24.83												0.357		0.643

		2004						11.58		11.64		15.81		19.02		2,484.30		3,903.60		3.90		0.39		40,712.99		15,878.07		19,064.70		3,725.90		40,712.99		32.06												0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime

		Year end		Restaurant index								Rate (average)

		12/29/2000		220,790						2000		9.23

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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		2000		21295.968

		2001		16272.2736

		2002		9992.4034
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		2004		15878.0661
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9.23
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S&P 500 Restaurant index

220790

197010
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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Industry average ROE %

Restaurant average ROE %

33.43

18.62

16.68

16.34

15.81



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																												28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		Total		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price				Value

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		526		2,752		5.80		0.48		44,367		21,296		14,243		3,121		44,367		34.00		14.86		65,663		68%		20.51		32%		4.5		0.314		0.686

		2001						10.53		10.78		18.62		17.78		494		2,688		5.40		0.48		33,901		16,272		14,870		2,901		33,901		26.47		13.04		50,173		68%		17.78		32%		4.5		0.298		0.702

		2002						6.03		7.36		16.68		9.42		589		2,890		4.10		0.49		20,393		9,992		15,406		2,828		20,393		16.08		7.21		30,385		67%		9.42		33%		4.5		0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,458		3,269		4.10		0.44		31,333		13,787		17,141		3,148		31,333		24.83		10.82		45,119		69%		14.31		31%		4.5		0.357		0.643

		2004						11.58		11.64		15.81		19.02		1,789		3,904		3.90		0.39		40,713		15,878		19,065		3,726		40,713		32.06		14.58		56,591		72%		19.02		28%		4.5		0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

																				SEC		SEC

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

																		Rf		0.042		US treasury bonds

																		Beta		0.68		NYU

																		Rm		0.16

																		Req		0.12224

																		Rdebt		0.06		based on ytm for 20years Corp bonds

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime						E/V		0.72

		Year end		Restaurant index								Rate (average)						DV		0.28

		12/29/2000		220,790						2000		9.23						1-t		0.65

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68						Wacc		0.0989328

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34





GraphsAss3

		





GraphsAss3

		2000

		2001

		2002

		2003

		2004



McDonald's Return on  Invested Capital %

13.39

10.53

6.03

8.53

11.58



CF Statement

		2000

		2001

		2002

		2003

		2004



ROE Market %

13.7

10.78

7.36

10.12

11.64



Sources

		2000

		2001

		2002

		2003

		2004



ROE Restaurant %

33.43

18.62

16.68

16.34

15.81



		2000

		2001

		2002

		2003

		2004



ROE McDonalds %

20.51

17.78

9.42

14.31

19.02



		2000

		2001

		2002

		2003

		2004



Free Cash Flow $

526

494

589

1458

1789



		2000

		2001

		2002

		2003

		2004



CF from  Operation $
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Average Interest rate paid for all debt %
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		2000		21295.968

		2001		16272.2736

		2002		9992.4034
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		2004		15878.0661
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Prime  Rate (average)

9.23
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S&P 500 Restaurant index

220790

197010
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com
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Nation's Restaurant News - http://www.nrn.com/index.html
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The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																												28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		Total		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price				Value

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		806		2,752		5.80		0.48		44,367		21,296		14,243		3,121		44,367		34.00		14.86		65,663		68%		20.51		32%		4.5		0.314		0.686

		2001						10.53		10.78		18.62		17.78		782		2,688		5.40		0.48		33,901		16,272		14,870		2,901		33,901		26.47		13.04		50,173		68%		17.78		32%		4.5		0.298		0.702

		2002						6.03		7.36		16.68		9.42		886		2,890		4.10		0.49		20,393		9,992		15,406		2,828		20,393		16.08		7.21		30,385		67%		9.42		33%		4.5		0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,961		3,269		4.10		0.44		31,333		13,787		17,141		3,148		31,333		24.83		10.82		45,119		69%		14.31		31%		4.5		0.357		0.643

		2004						11.58		11.64		15.81		19.02		2,484		3,904		3.90		0.39		40,713		15,878		19,065		3,726		40,713		32.06		14.58		56,591		72%		19.02		28%		4.5		0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime

		Year end		Restaurant index								Rate (average)

		12/29/2000		220,790						2000		9.23

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34





GraphsAss3

		





GraphsAss3

		2000

		2001

		2002

		2003

		2004



McDonald's Return on  Invested Capital %

13.39

10.53

6.03

8.53

11.58



CF Statement

		2000

		2001

		2002

		2003

		2004



ROE Market %

13.7

10.78

7.36

10.12

11.64



Sources

		2000

		2001

		2002

		2003

		2004



ROE Restaurant %

33.43

18.62

16.68

16.34

15.81



		2000

		2001

		2002

		2003

		2004



ROE McDonalds %

20.51

17.78

9.42

14.31

19.02



		2000

		2001

		2002

		2003

		2004



Free Cash Flow $

806.4

782.1

886.3

1961.4

2484.3



		2000

		2001

		2002

		2003

		2004



CF from  Operation $

2751.5

2688.3

2890.1

3268.8

3903.6



		2000

		2001

		2002

		2003

		2004



Average Interest rate paid for all debt %

5.8

5.4

4.1

4.1

3.9



		2000		21295.968

		2001		16272.2736

		2002		9992.4034

		2003		13786.5112
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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		2000

		2001

		2002

		2003

		2004



Industry average ROIC %

18.13

18.7

18.33

16.74

18.64



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																												28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		Total		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price				Value

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		526		2,752		5.80		0.48		44,367		21,296		14,243		3,121		44,367		34.00		14.86		65,663		68%		20.51		32%		4.5		0.314		0.686

		2001						10.53		10.78		18.62		17.78		494		2,688		5.40		0.48		33,901		16,272		14,870		2,901		33,901		26.47		13.04		50,173		68%		17.78		32%		4.5		0.298		0.702

		2002						6.03		7.36		16.68		9.42		589		2,890		4.10		0.49		20,393		9,992		15,406		2,828		20,393		16.08		7.21		30,385		67%		9.42		33%		4.5		0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,458		3,269		4.10		0.44		31,333		13,787		17,141		3,148		31,333		24.83		10.82		45,119		69%		14.31		31%		4.5		0.357		0.643

		2004						11.58		11.64		15.81		19.02		1,789		3,904		3.90		0.39		40,713		15,878		19,065		3,726		40,713		32.06		14.58		56,591		72%		19.02		28%		4.5		0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

																				SEC		SEC

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

																		Rf		0.042		US treasury bonds

																		Beta		0.68		NYU

																		Rm		0.16

																		Req		0.12224

																		Rdebt		0.06		based on ytm for 20years Corp bonds

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime						E/V		0.72

		Year end		Restaurant index								Rate (average)						DV		0.28

		12/29/2000		220,790						2000		9.23						1-t		0.65

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68						Wacc		0.0989328

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com




_1179701181.xls
Chart6

		2000

		2001

		2002

		2003

		2004



Average Market  Capitalization  $

Market Capitalization in millions of $

44366.6

33900.57

20392.66

31332.98

40712.99



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																										28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		806.40		2,751.50		5.80		0.48		44,367		21,296		14,243.00		3,121.30		44,366.60		34.00												0.314		0.686

		2001						10.53		10.78		18.62		17.78		782.10		2,688.30		5.40		0.48		33,901		16,272		14,870.00		2,901.00		33,900.57		26.47												0.298		0.702

		2002						6.03		7.36		16.68		9.42		886.30		2,890.10		4.10		0.49		20,393		9,992		15,405.70		2,828.40		20,392.66		16.08												0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,961.40		3,268.80		4.10		0.44		31,333		13,787		17,140.50		3,148.40		31,332.98		24.83												0.357		0.643

		2004						11.58		11.64		15.81		19.02		2,484.30		3,903.60		3.90		0.39		40,713		15,878		19,064.70		3,725.90		40,712.99		32.06												0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime

		Year end		Restaurant index								Rate (average)

		12/29/2000		220,790						2000		9.23

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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Chart1

		2000

		2001

		2002

		2003

		2004



Restaurant sector Cost of Capital %

8.63

8.55

6.66

7.19

7.01



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																												28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		Total		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price				Value

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		526		2,752		5.80		0.48		44,367		21,296		14,243		3,121		44,367		34.00		14.86		65,663		68%		20.51		32%		4.5		0.314		0.686

		2001						10.53		10.78		18.62		17.78		494		2,688		5.40		0.48		33,901		16,272		14,870		2,901		33,901		26.47		13.04		50,173		68%		17.78		32%		4.5		0.298		0.702

		2002						6.03		7.36		16.68		9.42		589		2,890		4.10		0.49		20,393		9,992		15,406		2,828		20,393		16.08		7.21		30,385		67%		9.42		33%		4.5		0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,458		3,269		4.10		0.44		31,333		13,787		17,141		3,148		31,333		24.83		10.82		45,119		69%		14.31		31%		4.5		0.357		0.643

		2004						11.58		11.64		15.81		19.02		1,789		3,904		3.90		0.39		40,713		15,878		19,065		3,726		40,713		32.06		14.58		56,591		72%		19.02		28%		4.5		0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

																				SEC		SEC

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

																		Rf		0.042		US treasury bonds

																		Beta		0.68		NYU

																		Rm		0.16

																		Req		0.12224

																		Rdebt		0.06		based on ytm for 20years Corp bonds

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime						E/V		0.72

		Year end		Restaurant index								Rate (average)						DV		0.28

		12/29/2000		220,790						2000		9.23						1-t		0.65

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68						Wacc		0.0989328

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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		2000		21295.968

		2001		16272.2736

		2002		9992.4034

		2003		13786.5112

		2004		15878.0661



Equity  Amount (1) $

Debt Amount $

Debt and equity amounts in millions of $

44366.6

33900.57

20392.66

31332.98

40712.99



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																										28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		806.40		2,751.50		5.80		0.48		44,367		21,296		14,243.00		3,121.30		44,366.60		34.00												0.314		0.686

		2001						10.53		10.78		18.62		17.78		782.10		2,688.30		5.40		0.48		33,901		16,272		14,870.00		2,901.00		33,900.57		26.47												0.298		0.702

		2002						6.03		7.36		16.68		9.42		886.30		2,890.10		4.10		0.49		20,393		9,992		15,405.70		2,828.40		20,392.66		16.08												0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,961.40		3,268.80		4.10		0.44		31,333		13,787		17,140.50		3,148.40		31,332.98		24.83												0.357		0.643

		2004						11.58		11.64		15.81		19.02		2,484.30		3,903.60		3.90		0.39		40,713		15,878		19,064.70		3,725.90		40,712.99		32.06												0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime

		Year end		Restaurant index								Rate (average)

		12/29/2000		220,790						2000		9.23

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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CF from  Operation $

2751.5

2688.3

2890.1

3268.8

3903.6



		2000

		2001

		2002

		2003

		2004



Average Interest rate paid for all debt %

5.8

5.4

4.1

4.1

3.9



		2000		21295.968

		2001		16272.2736

		2002		9992.4034

		2003		13786.5112

		2004		15878.0661



Equity  Amount (1) $

Debt Amount $

Debt and equity amounts

44366.6

33900.57

20392.66

31332.98

40712.99



		2000

		2001

		2002

		2003

		2004



Average Market  Capitalization  $

Market Capitalization

44366.6

33900.57

20392.66

31332.98

40712.99



		2000

		2001

		2002

		2003

		2004



Restaurant sector Cost of Capital %

8.63

8.55

6.66

7.19

7.01



		2000

		2001

		2002

		2003

		2004



Industry risk premium %

7.74

8.09

4.77

6.39

5.83



		2000

		2001

		2002

		2003

		2004



Industry average ROIC %

18.13

18.7

18.33

16.74

18.64



		2000

		2001

		2002

		2003

		2004



Industry average ROE %

33.43

18.62

16.68

16.34

15.81



		2000

		2001

		2002

		2003

		2004



Prime  Rate (average)

9.23

6.92

4.68

4.12

4.34



		2000

		2001

		2002

		2003

		2004



S&P 500 Restaurant index

220790

197010

148660

221290

312010



		

														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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Chart1

		2000

		2001

		2002

		2003

		2004



Free Cash Flow $

Free Cash Flow $ McDonald's

526

494

589

1458

1789



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																												28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		Total		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price				Value

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		526		2,752		5.80		0.48		44,367		21,296		14,243		3,121		44,367		34.00		14.86		65,663		68%		20.51		32%		4.5		0.314		0.686

		2001						10.53		10.78		18.62		17.78		494		2,688		5.40		0.48		33,901		16,272		14,870		2,901		33,901		26.47		13.04		50,173		68%		17.78		32%		4.5		0.298		0.702

		2002						6.03		7.36		16.68		9.42		589		2,890		4.10		0.49		20,393		9,992		15,406		2,828		20,393		16.08		7.21		30,385		67%		9.42		33%		4.5		0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,458		3,269		4.10		0.44		31,333		13,787		17,141		3,148		31,333		24.83		10.82		45,119		69%		14.31		31%		4.5		0.357		0.643

		2004						11.58		11.64		15.81		19.02		1,789		3,904		3.90		0.39		40,713		15,878		19,065		3,726		40,713		32.06		14.58		56,591		72%		19.02		28%		4.5		0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

																				SEC		SEC

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

																		Rf		0.042		US treasury bonds

																		Beta		0.68		NYU

																		Rm		0.16

																		Req		0.12224

																		Rdebt		0.06		based on ytm for 20years Corp bonds

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime						E/V		0.72

		Year end		Restaurant index								Rate (average)						DV		0.28

		12/29/2000		220,790						2000		9.23						1-t		0.65

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68						Wacc		0.0989328

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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Average Interest rate paid for all debt %
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		2000		21295.968

		2001		16272.2736

		2002		9992.4034

		2003		13786.5112

		2004		15878.0661
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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		2000

		2001

		2002

		2003

		2004



CF from  Operation $

CF from  Operation $ McDonald's

2751.5

2688.3

2890.1

3268.8

3903.6



Fin Comp

																Average		Average

		Wendy's						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		From Operations				Profits		Capitalization		Price

		2004						3.32		161.30		3635		437		4,413.18		39.26		1.71119394		0.54		2.96		0.46				0.559		0.441

		2003						12.47		88.30		3149		415		4,500.71		39.24		9.20954064		0.56		16.29		0.44				0.268		0.732

		2002						14.61		113.45		2730		388		3,104.71		27.07		11.7490737		0.55		21.25		0.45				0.172		0.828

		2001						13.75		4.14		2389		328		3,067.95		29.17		8.6598725		0.5		17.20		0.5				0.145		0.855

		2000						12.65		26.54		2237		310		2,998.01		26.25		9.2985669		0.58		15.92		0.42				0.185		0.815

																Average		Average

		Starbucks						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						16.14		407.67		5,294.25		547.52		24,782.23		62.36		13.70		0.73		18.75		0.27				0.04		0.96

		2003						12.60		209.17		4,075.52		386.32		13,054.84		33.16		11.83		0.76		15.54		0.24				0.08		0.92

		2002						13.42		102.21		3,288.91		326.89		7,912.10		20.38		11.74		0.75		15.63		0.25				0.07		0.93

		2001						11.90		76.61		2,648.98		252.48		7,239.84		19.05		11.85		0.75		15.78		0.25				0.07		0.93

		2000						9.20		2.12		2,169.22		191.95		8,325.98		22.13		7.61		0.77		9.84		0.23				0.15		0.85

																Average		Average

		CKE						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						7.42		52.89		1,519.88		73.19		842.77		14.51		1.01		0.18		5.30		0.82		0.11				0.65

		2003						4.36-		25.70		1,413.42		43.77		368.26		6.39		0.39-		0.14		3.17-		0.86		0.11				0.65

		2002						17.27-		17.62-		1,363.40		48.55		246.32		4.30		2.94-		0.23		13.02-		0.77		0.11				0.65

		2001						4.99-		46.03		1,438.13		30.40		457.72		9.05		1.06-		0.28		4.00-		0.72		0.12				0.65

		2000						11.50-		46.38-		1,784.58		11.63		138.88		2.75		2.71-		0.29		9.53-		0.71		0.13				0.65

																Average		Average

		YUM						Return on		Free Cash Flows		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd				1-t

		(in Millions US$)						Invested Capital		From Operations				Profits		Capitalization		Price

		2004						26.23		486		9,011.00		1,070.00		13,682.20		47.18		18.54		0.28		66.07		0.72		0.08				0.65

		2003						24.32		390		8,380.00		1,084.00		10,044.80		34.40		21.86		0.21		103.87		0.79		0.09				0.65

		2002						29.84		328		7,757.00		1,005.00		7,120.68		24.22		67.31		0.12		560.58		0.88		0.08				0.65

		2001						27.54		196		6,953.00		866.00		7,183.20		24.60		0.06		0.03		- 0		0.97		0.10				0.65

		2000						27.16		-81		7,093.00		863.00		4,851.00		16.50		0.09		0.80-		- 0		1.80		0.07				0.65

						NOPAT/INVESTED CAP

						fabien says:

						2004 : 16.14%

						2000		2001		2002		2003		2004

								ROIC		9.20%		11.90%		13.42%		12.60%		16.14%

								nopat= nop*(1-tax rate)





CM Comp

		Wendy's

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Healty menu items		20 years		There is a growing demand for healhtier items		The healthy menu items contribute to 20% of the free cash flow and it is expected to grow by 10% per year. The estimated value of the competitve method is calculated at the cost of capital of 1,6%.		Salads, fruits, lower fat, cholesterol free, GM food		Biotechnology		Public opinion, food safety issues and reluctance to new technologies

		Starbucks

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Fast-Casual concept		10 years		New concept		This concept contributes to 60% of the free cash flow and is expected to grow by 5%. Cost of capital: 13,67%.		Increase of product range with the special ambiance for which the customer is willing to pay a premium.		Change in consumer patterns		Reducing labor cost

		CKE Restaurants

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		Acquisition of new brands		15 years		Contribution to the CF		The acquisition of new brands contributes 11% to the free CF and is expected to grow at 2%. Cost of capital: 1,01%.		Acquiring small local affiliated chains in order to enter new markets.		Increase working capital by focussing on their current activities.		The high level of debt to equity ratio prevent these companies to acquire more.

		YUM! Brands Inc

		Competitive methods		Length of time employed		Competitive advantage		Estimate of value added[1]		Key innovations in the last five years		Expected future actions to enhance method		Vulnerabilities to exploit

		The Multi Brand concept		15 years		Direct impact on sales		This concept contributes to 20% and is expected to grow at 2%. Cost of catipal: 18,54%		Operating same store multi brand outlets.		Attracting multibrand franchise contracts.		The non respect of franchise contracts.





Descr Comp

		

						Starbucks		Wendy's		CKE Restaurants Inc		YUM! Brands

		Primary Business Model				Starbucks purchases and roasts high-quality whole bean coffees and sells them along with fresh, rich-brewed, Italian style espresso beverages, a variety of pastries and confections, and coffee-related accessories and equipment -- primarily through its com		The Group's principal activities are to operate, develop and franchise quick-service and fast-casual restaurants. Wendy's restaurant offers hamburgers, filet of chicken breast sandwiches, chicken nuggets, chicken strips, chili, baked and French fried pota		The Group's principal activity is the ownership, franchising and licensing of quick service restaurant concepts. It operates three restaurant chains, namely, Carl's Jr, Hardy's and La Salsa. Carl's Jr and La Salsa restaurants are located predominently in		The Group operates A&W, KFC, Long John Silver's, Pizza Hut, Taco Bell and Pasta Bravo. YUM! Is the world's largest quick-service restaurant company in terms of system units. Nearly 33.000 restaurants around the world in more than 100 countries. YUM is con

		Primary Market				Starbucks is most recognized as a center for socializing and intellectual discussion, particularly among students and young urban professionals from 16-50 years old		Quality concious singles from 18-50 years.		Acquiring market share in both quick casual restaurants and quick service restaurants by a portfolio of three different brands.		The entire quick service restaurant segment

		Financial Position relative to its ability to meet growth needs				This company shows an increasing return on assets and an increasing net margin over the last five years. According to the financial statements, the company has a relatively low debt percentage and reinvests yearly a large amount of its net result. The com		The company showed a decrease in the Return on Invested Capital in the last five years, as well as in the net margin which reached a level of only 1,43 in 2004. The company's working capital as a percentage of the total capital employed shows an increasin		During the 3rd and 4th quarters of 2004 CKE completed the refinancing of their four quarter percent convertable notes, due March 2004. Still the company has a great amount of debt. The negative working capital is due to their strategy of repaying their de		Although YUM also has a high debt/equity ratio, the returns on invested capital as well as the net margin allow the group to repay its debt and to grow simultaneously.





Ratios Comp

		Wen		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				2.96		16.29		21.25		17.20		15.92

				Reinvestment Rate				0.15-		14.41		18.62		14.81		13.34

				Return On Assets				2.65		10.17		12.07		11.20		10.32

				Return On Invested Capital				3.32		12.47		14.61		13.75		12.65

				Cash Flow To Sales				12.00		14.61		14.58		13.13		13.81

				Net Margin				1.43		7.49		8.01		8.52		8.03

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				55,013.31		59,096.98		54,549.90		46,360.64		44,026.00

				Asset Turnover				1.14		1.01		1.04		1.17		1.15

				Net Sales To Gross Fixed Assets				1.08		1.04		1.05		1.04		1.08

				Capital Expend Pct Fixed Assets				10.14		11.29		12.75		13.14		13.29

				Capital Expend Pct Total Assets				10.69		10.92		12.63		14.76		14.23

				Capital Expend Pct Sales				9.38		10.86		12.12		12.60		12.32

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				42.18		42.28		47.39		44.23		22.41

				LT Debt Pct Common Equity				34.60		39.39		47.06		43.82		22.06

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				29.67		29.72		32.15		27.03		15.99

				LT Debt Pct Total Capital				25.71		28.26		32.00		26.84		15.78

				Equity Pct Total Capital				74.29		71.74		68.00		61.26		71.52

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		11.90		12.70

				Total Debt Pct Total Assets				22.68		23.74		26.22		22.33		13.03

				Common Equity Pct Total Assets				53.77		56.15		55.32		50.48		58.13

				Total Capital Pct Total Assets				72.37		78.26		81.36		82.41		81.28

				Dividend Payout						11.58		12.38		13.85		16.22

				Cash Dividend Coverage Ratio				7.98		16.84		14.70		11.70		11.22

				Fixed Assets Pct Common Equity				136.96		122.50		127.80		159.26		132.94

				Working Cap Pct Total Capital				9.94-		2.68-		1.37-		1.80-		1.44

		SBUX		PROFITABILITY RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Return On Equity				18.75		15.54		15.63		15.78		9.84

				Reinvestment Rate				18.75		15.54		15.63		15.78		9.84

				Return On Assets				14.31		11.70		11.65		12.14		7.55

				Return On Invested Capital

				Cash Flow To Sales				14.28		13.48		14.16		14.45		13.78

				Net Margin				7.38		6.58		6.54		6.84		4.36

				ASSET UTILIZATION RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Assets Per Employee				35,062.54		36,888.46		36,979.61		34,194.80		31,768.74

				Asset Turnover				1.56		1.49		1.43		1.43		1.45

				Net Sales To Gross Fixed Assets				1.84		1.67		1.58		1.52		1.58

				Capital Expend Pct Fixed Assets				14.34		14.67		18.05		22.07		22.98

				Capital Expend Pct Total Assets				12.17		13.09		16.38		20.81		21.19

				Capital Expend Pct Sales				7.79		8.77		11.42		14.50		14.59

				LEVERAGE RATIOS				09/30/04		09/30/03		09/30/02		09/30/01		09/30/00

				Total Debt Pct Common Equity				0.18		0.24		4.67		4.98		5.53

				LT Debt Pct Common Equity				0.15		0.21		0.29		0.42		0.56

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		0.31

				Total Debt Pct Tot Capital And ST Debt				0.18		0.24		4.46		4.74		5.22

				LT Debt Pct Total Capital				0.15		0.21		0.29		0.42		0.56

				Equity Pct Total Capital				99.85		99.79		99.71		99.58		99.13

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				0.13		0.19		3.52		3.71		4.25

				Common Equity Pct Total Assets				72.97		76.29		75.31		74.51		76.91

				Total Capital Pct Total Assets				73.08		76.45		75.53		74.83		77.59

				Dividend Payout				- 0		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio

				Fixed Assets Pct Common Equity				62.70		66.50		73.31		82.55		81.05

				Working Cap Pct Total Capital				24.40		15.11		17.90		10.76		12.65

		CKE		PROFITABILITY RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Return On Equity				17.07		27.14-		56.42-		24.02-		35.57-

				Reinvestment Rate				17.07		27.14-		56.42-		24.02-		35.95-

				Return On Assets				5.30		3.17-		13.02-		4.00-		9.53-

				Return On Invested Capital				7.42		4.36-		17.27-		4.99-		11.50-

				Cash Flow To Sales				7.35		5.93		5.12		4.14		5.59

				Net Margin				1.19		3.77-		11.00-		5.84-		10.88-

				ASSET UTILIZATION RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Assets Per Employee				22,296.10		25,270.10		28,200.10		30,188.00		34,198.00

				Asset Turnover				2.27		1.93		1.61		1.54		1.47

				Net Sales To Gross Fixed Assets				1.58		1.43		1.34		1.49		1.59

				Capital Expend Pct Fixed Assets				6.09		4.83		7.86		2.64		6.67

				Capital Expend Pct Total Assets				8.76		6.50		9.44		2.73		6.15

				Capital Expend Pct Sales				3.86		3.37		5.86		1.77		4.18

				LEVERAGE RATIOS				01/31/05		01/31/04		01/31/03		01/31/02		01/31/01

				Total Debt Pct Common Equity				264.94		396.12		213.98		165.31		178.61

				LT Debt Pct Common Equity				247.27		364.03		196.24		161.45		156.53

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				72.60		79.84		68.15		62.31		64.11

				LT Debt Pct Total Capital				71.20		78.45		66.24		61.75		61.02

				Equity Pct Total Capital				28.80		21.55		33.76		38.25		38.98

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				47.40		57.06		49.60		46.97		51.43

				Common Equity Pct Total Assets				17.89		14.41		23.18		28.41		28.79

				Total Capital Pct Total Assets				62.13		66.85		68.67		74.29		73.86

				Dividend Payout				- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio												47.83

				Fixed Assets Pct Common Equity				415.60		496.88		312.25		228.29		221.51

				Working Cap Pct Total Capital				18.03-		8.89-		12.30-		7.55-		2.60-

		YUM		PROFITABILITY RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Return On Equity				66.07		103.87		560.58

				Reinvestment Rate				60.89		103.87		560.58

				Return On Assets				15.36		14.27		16.62		14.37		13.36

				Return On Invested Capital				26.23		24.32		29.84		27.54		27.16

				Cash Flow To Sales				14.79		11.79		12.94		11.12		9.84

				Net Margin				8.21		7.36		7.52		7.08		5.82

				ASSET UTILIZATION RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Assets Per Employee				21,902.34		20,535.85		21,221.31		20,104.76		21,836.84

				Asset Turnover				1.61		1.54		1.50		1.65		1.71

				Net Sales To Gross Fixed Assets				1.49		1.49		1.49		1.41		1.54

				Capital Expend Pct Fixed Assets				10.65		11.83		14.61		12.91		12.39

				Capital Expend Pct Total Assets				11.50		12.18		14.68		15.06		13.79

				Capital Expend Pct Sales				7.16		7.91		9.80		9.15		8.06

				LEVERAGE RATIOS				12/31/04		12/31/03		12/31/02		12/31/01		12/31/00

				Total Debt Pct Common Equity				109.22		184.46		411.62		2,161.54		772.36-

				LT Debt Pct Common Equity				108.53		183.57		387.04		1,492.31		744.41-

				Minority Interest Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Tot Capital And ST Debt				52.20		64.85		80.45		95.58		114.87

				LT Debt Pct Total Capital				52.04		64.74		79.47		93.72		115.52

				Equity Pct Total Capital				47.96		35.26		20.53		6.28		15.52-

				Preferred Stock Pct Total Capital				- 0		- 0		- 0		- 0		- 0

				Total Debt Pct Total Assets				31.07		37.96		47.22		53.24		59.94

				Common Equity Pct Total Assets				28.45		20.58		11.47		2.46		7.76-

				Total Capital Pct Total Assets				59.32		58.36		55.87		39.22		50.01

				Dividend Payout				7.84		- 0		- 0		- 0		- 0

				Cash Dividend Coverage Ratio				22.98

				Fixed Assets Pct Common Equity				215.61		292.86		511.28		2,670.19		788.82-

				Working Cap Pct Total Capital				18.91-		20.62-		27.31-		75.97-		25.45-





Fin MCDo

																																										28.9		%		 		35.7		%		 		40.3		%

								McDonald's												Average												Average		Average

		Mc Donalds						Return on		ROE		ROE		ROE		Free		CF from		Interest rate paid		Total debt as %		Equity		Debt		Sales		Operational		Market		Share		WACC		E/V		ROE		D/V		Rd		t		1-t

								Invested Capital		Market		Restaurant		McDonalds		Cash Flow		Operation		for all debt		of market cap		Amount (1)		Amount				Profits		Capitalization		Price

								%		%		%		%		$		$		%				$		$		$		$		$		$		%

		2000						13.39		13.70		33.43		20.51		806		2,752		5.80		0.48		44,367		21,296		14,243.00		3,121.30		44,366.60		34.00												0.314		0.686

		2001						10.53		10.78		18.62		17.78		782		2,688		5.40		0.48		33,901		16,272		14,870.00		2,901.00		33,900.57		26.47												0.298		0.702

		2002						6.03		7.36		16.68		9.42		886		2,890		4.10		0.49		20,393		9,992		15,405.70		2,828.40		20,392.66		16.08												0.403		0.597

		2003						8.53		10.12		16.34		14.31		1,961		3,269		4.10		0.44		31,333		13,787		17,140.50		3,148.40		31,332.98		24.83												0.357		0.643

		2004						11.58		11.64		15.81		19.02		2,484		3,904		3.90		0.39		40,713		15,878		19,064.70		3,725.90		40,712.99		32.06												0.289		0.711

		1. Graph the following for your firm for the past five years:

		a. The return on invested capital

		b. The returns on equity for the market, the industry sector, your firms key competitors and your firm.

		c. The free cash flow

		d. Cash flow from operations

		e. Average interest rate paid for all debt

		f. The debt and equity amounts in absolute dollars

		g. Market capitalization

		Mc Donalds						Restaurant sector		Industry risk		Industry average		Industry average

								Cost of Capital		premium		ROIC		ROE

								%		%		%		%				Year		Beta		Market return		Av. Market Return		T-Bills		T-Bonds		Industry Risk premium

		2000						8.63		7.74		18.13		33.43				2000		0.75		-9%		16%		5%		6%		8%

		2001						8.55		8.09		18.70		18.62				2001		0.77		-12%		15%		6%		5%		8%

		2002						6.66		4.77		18.33		16.68				2002		0.77		-22%		11%		2%		5%		5%

		2003						7.19		6.39		16.74		16.34				2003		0.74		28%		13%		2%		4%		6%

		2004						7.01		5.83		18.64		15.81				2004		0.69		11%		13%		2%		4%		6%

		Sources:

		Industry specific information

		1. Graph the following for the industry sector in which your firm competes for the past five years:

		a. The industry sector’s cost of capital

		b. The industry risk premium

		c. The industry’s average return on invested capital over the past five years

		d. The industry’s average return on equity over the past five years

		General information for the past five years

		1. Graph the following for the past five years:

		a. The prime rate

		The S&P 500 or comparable index based upon the country in which your firm’s headquarters are located.

				S&P 500						Year		Prime

		Year end		Restaurant index								Rate (average)

		12/29/2000		220,790						2000		9.23

		12/31/2001		197,010						2001		6.92

		12/31/2002		148,660						2002		4.68

		12/31/2003		221,290						2003		4.12

		12/31/2004		312,010						2004		4.34

		Monthly Prime rates:

		2000-01-01   8.50		8.50				2001-01-01   9.05		9.05		2002-01-01   4.75		4.75		2003-01-01   4.25		4.25		2004-01-01   4.00				4.00

		2000-02-01   8.73		8.73				2001-02-01   8.50		8.50		2002-02-01   4.75		4.75		2003-02-01   4.25		4.25		2004-02-01   4.00				4.00

		2000-03-01   8.83		8.83				2001-03-01   8.32		8.32		2002-03-01   4.75		4.75		2003-03-01   4.25		4.25		2004-03-01   4.00				4.00

		2000-04-01   9.00		9.00				2001-04-01   7.80		7.80		2002-04-01   4.75		4.75		2003-04-01   4.25		4.25		2004-04-01   4.00				4.00

		2000-05-01   9.24		9.24				2001-05-01   7.24		7.24		2002-05-01   4.75		4.75		2003-05-01   4.25		4.25		2004-05-01   4.00				4.00

		2000-06-01   9.50		9.50				2001-06-01   6.98		6.98		2002-06-01   4.75		4.75		2003-06-01   4.22		4.22		2004-06-01   4.01				4.01

		2000-07-01   9.50		9.50				2001-07-01   6.75		6.75		2002-07-01   4.75		4.75		2003-07-01   4.00		4.00		2004-07-01   4.25				4.25

		2000-08-01   9.50		9.50				2001-08-01   6.67		6.67		2002-08-01   4.75		4.75		2003-08-01   4.00		4.00		2004-08-01   4.43				4.43

		2000-09-01   9.50		9.50				2001-09-01   6.28		6.28		2002-09-01   4.75		4.75		2003-09-01   4.00		4.00		2004-09-01   4.58				4.58

		2000-10-01   9.50		9.50				2001-10-01   5.53		5.53		2002-10-01   4.75		4.75		2003-10-01   4.00		4.00		2004-10-01   4.75				4.75

		2000-11-01   9.50		9.50				2001-11-01   5.10		5.10		2002-11-01   4.35		4.35		2003-11-01   4.00		4.00		2004-11-01   4.93				4.93

		2000-12-01   9.50		9.50				2001-12-01   4.84		4.84		2002-12-01   4.25		4.25		2003-12-01   4.00		4.00		2004-12-01   5.15				5.15

		Average		9.23						6.92				4.68				4.12						4.34
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														Period 1		Period 2		Period 3		Period 4		Period 5		Period 6		Period 7		Period 8		Period 9		Period 10

		Changes in Revenu

		Less: Change in Operating Expenses

		= Change in EBITDA

		Less: Change in Depreciation and Amortization

		= Change in EBIT

		Less: change in interest expenses

		= Change in earnings before taxes

		Less: Change in taxes

		= Change in Net Income

		Plus: Change in depreciation and amortization

		= Change in Cash Flow from operations

		Less: Working Capital changes

		= Changes in operational cash flows to equity

				Demand possibilities		Actual units sold		Probability of sales		Expected value

				a		b		c		b * c

				Excellent		10		.10		1000

				Good		8		.30		2400

				Favorable		6		.30		1800

				Encouraging		4		.20		800

				Marginal		2		.10		200

				Total expected unit sales resulting from new competitive method         6200





		ASSOCIATIONS & ORGANIZATIONS: 

		American Culinary Federation - http://www.acfchefs.org/

		British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

		International Association of Culinary Professionals - http://www.iacp.com/

		International Food Service Executives Association - http://www.ifsea.com

		International Hotel & Restaurant Association - http://www.ih-ra.com

		National Restaurant Association - http://www.restaurant.org

		Society for Foodservice Management - http://www.sfm-online.org/

		SELECTED RESOURCES: 

		Cooking For Profit - http://www.cookingforprofit.com/home_3.html

		The Food Institute Online - http://www.foodinstitute.com/

		Food Product Design - http://www.foodproductdesign.com/

		Nation's Restaurant News - http://www.nrn.com/index.html

		ONTHERAIL - http://www.ontherail.com/

		Pizza Marketing Quarterly - http://www.pmq.com/

		The Publican - http://www.thepublican.com/

		QSR Magazine - http://www.qsrmagazine.com/

		Restaurant Marketing - http://www.restaurant-marketing.net/

		Restaurant Report - http://www.restaurantreport.com/

		Trade Show News Network - http://www.tsnn.com



American Culinary Federation - http://www.acfchefs.org/

British Beer & Pub Association - http://www.beerandpub.com/content.asp?id_Content=1

International Association of Culinary Professionals - http://www.iacp.com/

International Food Service Executives Association - http://www.ifsea.com

International Hotel & Restaurant Association - http://www.ih-ra.com

National Restaurant Association - http://www.restaurant.org

Society for Foodservice Management - http://www.sfm-online.org/

Cooking For Profit - http://www.cookingforprofit.com/home_3.html

The Food Institute Online - http://www.foodinstitute.com/

Food Product Design - http://www.foodproductdesign.com/

Nation's Restaurant News - http://www.nrn.com/index.html

ONTHERAIL - http://www.ontherail.com/

Pizza Marketing Quarterly - http://www.pmq.com/

The Publican - http://www.thepublican.com/

QSR Magazine - http://www.qsrmagazine.com/

Restaurant Marketing - http://www.restaurant-marketing.net/

Restaurant Report - http://www.restaurantreport.com/

Trade Show News Network - http://www.tsnn.com
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