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Internal Assessment Resource

Economics Level 1
This resource supports assessment against Achievement Standard 90984 version 3
Standard title:
Demonstrate understanding of decisions a producer makes about production
Credits:
5
Resource title:
“Would You Like Fries with That?” How Production Decisions Are Made at McDonald’s Restaurants (NZ) Ltd
Resource reference:
Economics 1.2A Version 4
	This resource:

· Clarifies the requirements of the standard

· Supports good assessment practice

· Should be subjected to the school’s usual assessment quality assurance process

· Should be modified to make the context relevant to students in their school environment and ensure that submitted evidence is authentic


	Date version published by Ministry of Education
	March 2018 Version 4
To support internal assessment from 2018

	Quality assurance status
	These materials have been quality assured by NZQA.

NZQA Approved number A-A-03-2018-90984-04-4772

	Authenticity of evidence
	Teachers must manage authenticity for any assessment from a public source, because students may have access to the assessment schedule or student exemplar material.

Using this assessment resource without modification may mean that students’ work is not authentic. The teacher may need to change figures, measurements or data sources or set a different context or topic to be investigated or a different text to read or perform.
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Teacher guidelines

The following guidelines are supplied to enable teachers to carry out valid and consistent assessment using this internal assessment resource.

Teachers need to be very familiar with the outcome being assessed by the achievement standard. The achievement criteria and the explanatory notes contain information, definitions, and requirements that are crucial when interpreting the standard and assessing students against it.

Context/setting

The context used for this assessment activity is McDonald’s Restaurants (NZ) Ltd and the prerequisite activities include a visit to a local McDonald’s restaurant (see under Liaison with McDonald’s, below). This context may be amended to suit your school or local community. 

Students will initially gather information about McDonald’s, which can be done in groups, and then make individual notes from an interview with the local manager or franchisee. As part of this research, students will:

· conduct research on the McDonald’s website in order to find out about the national operations

· use an interview sheet to gather primary data from the local McDonald’s restaurant. Students could be provided with the list of questions to ask the manager or franchisee, or the class/group could come up with the questions.

The interview will focus on the McDonald’s restaurant’s production decisions that relate to their resource uses, productivity, attainment of commercial and/or non-commercial goals, and price and non-price competition. 

The actual assessment task requires students to individually create a report encompassing the production decisions made by the company and by the local restaurant, and the consequences of the McDonald’s production decisions for society. 

Prior knowledge

Teach your students the economic language and concepts around production, productivity, commercial and non-commercial goals, and price and non-price competition before they begin the assessment task.

Liaison with McDonald’s

Before deciding to use this assessment resource with your students:

· Prepare a list of all the questions your students may ask or the kinds of information they may seek, for the Manager. They will be able to advise you about any questions relating to information that is commercially sensitive. 

· Ask for copies of the McDonald’s New Zealand fact sheet – this will explain the kinds of information that students can access from their local restaurant manager.

· Contact your local McDonald’s restaurant manager to request an interview or interviews. Give the local McDonald’s restaurant manager at least 3 or 4 weeks notice. 

· Ask whether they are able to provide you with two years production and staffing figures so that the students can use these to calculate and identify changes in productivity. 

· If the branch manager is not prepared to give you this information, national statistics are available in Additional Information, and can suffice for the achievement of the standard. You can access further information from http://mcdonalds.co.nz/#/home.

· Liaise closely with your local restaurant manager to ensure that they are aware of the numbers of students and the numbers/kinds of questions, and to establish the best time for students to visit for their interview/s – ideally, off-peak time.

Conditions

Students need to conduct research on McDonald’s national operations to complete the assessment. They may or may not visit a McDonald’s restaurant.
You will determine how much time the students will need to complete each activity and what processes they will follow. These processes need to be clearly outlined in the student instructions, which you can adapt.

Resource requirements

Students may need access to:

· computer and Internet, to conduct prior research on websites and to contact McDonald’s via email for additional information if needed 

· a printer, audio or video equipment, a digital camera, and presentation software.

Additional information
The information in Student Resource A gives details of McDonald’s national operations. Students may use this information to supplement their research if they are unable to obtain it from their local McDonald’s. 

Information on the McDonald’s website is promotional material and, on its own, is not of sufficient depth to allow students to attain all grades. 

Other links students might find useful

Public Health Group viewpoint: http://www.stuff.co.nz/southland-times/news/674641 
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Student instructions 

Introduction

This assessment activity requires you to demonstrate understanding of the decisions McDonald’s Restaurants (NZ) Ltd makes about production, and the consequences of these decisions for the producer and society. 

You will conduct research into how production decisions are made by McDonald’s, at both national and local levels, and create a report to present your findings. 

You may complete the research working in groups, but you need to complete your interview notes and your final report individually. 

The report may be in the form of a written report, a multimedia presentation, or any other format agreed between you and your teacher.

Teacher note: If you are unable to arrange an interview with the manager or owner of your local McDonald’s Restaurant, adapt the task to meet the requirement of the standard in other ways.

Your teacher will tell you how much time you have to complete it.

Teacher note: Adapt the time allowed to meet the needs of your students.

You are going to be assessed on how well you link detailed explanations of production decisions made by McDonald’s with the consequences of these decisions and link supporting data or information as presented in your report into the detailed explanations.
Preparation: Research 

This activity is not assessed, but you will need the information you gather in your research. 

Go to the website of McDonald’s Restaurants (NZ) Ltd and/or refer to Student Resource A to identify: 

· how McDonald’s manages its factors of production 

· price and non-price strategies, such as product differentiation and product variation 

· commercial and non-commercial goals. 
Create (as a class or group) an interview sheet for gathering primary data from the local McDonald’s restaurant. Focus your questions on how the restaurant manages:

· the production process of burgers and other menu items

· minimising waste

· maximising equipment use (capital)

· managing labour and improving worker productivity (labour)

· shrinkage/stock loss/inventory loss

· its factors of production at various times of the day, days of the week or over a longer period of time.

Visit the restaurant at the time agreed by your teacher with the manager or owner, and ask the manager or owner the questions that you have created. 

Take complete individual notes for your report.

Task

Using your research and interview notes, create a presentation that explains how McDonald’s manages its factors of production at a national level and at the local restaurant level, linking all explanations to the information you have collected.  

Your report will comprise:

· data that relates to producer decisions, including:

· a table that you have created to show the changes in production and productivity figures of your local McDonald’s restaurant 

· an explanation of the reasons for these changes and of the producer decisions that played a part in these changes, fully linked to your data. 

· a comprehensive explanation of the consequences for society of the production decisions made by McDonald’s Restaurants (NZ) Ltd, including presenting and explaining: 

· the commercial and non-commercial goals 

· the price and non-price strategies used to increase sales and market share
· the consequences for society of these goals and strategies

· how production decisions link to the social consequences of those decisions.  

Present your report.

Student Resource A

Where your money really goes

McDonald’s proudly supports Kiwi farmers, bakers, growers, fisheries and food suppliers.  In 2012 we spent $180 million with New Zealand suppliers.

Here’s a look at our shopping list.

In 2012 McDonald’s sourced the following from New Zealand suppliers:

· 4.8 million kg of beef

· 2.1 million kg of chicken

· 210 thousand kg of lamb

· 1.45 million kg of lettuce for processing

· 249,340 kg of tomatoes

· 87 million buns, rolls, bagels and muffins

· 5.3 million litres of milk

· 47.58 million kg of potatoes for processing

· 1.26 million kg of cheese

· 12.26 million eggs

· 457,459 kg of hoki fish
Additionally, New Zealand producers exported more than $320 million worth of food to McDonald’s restaurants around the world in 2012, including the following:

· 10.5 million kg of cheese to 25 other McDonald’s markets (Australia, Asia and South Africa)

· 765 thousand litres of milk or milk products

· 23 million kg of French fries to Pacific Islands, Middle East, South East Asia and Australia

· 37 million kg of New Zealand beef (mostly to North America)

· 98 thousand kg of chicken to the Pacific Islands

Time Management in Production

Cooking

· By the time our beef patties reach our restaurants, they have passed through 52 food safety and quality checks! Our beef patties are cooked to perfection in our restaurant kitchens for just the right amount of time – that's a minimum of 36 seconds for a regular patty and a minimum of 101 seconds for a Quarter Pounder patty! We use two-sided hotplates to cook the patties, so no extra fat is added during cooking.

Franchisees

Nearly 80% of McDonald’s restaurants in New Zealand are franchised by local businessmen and women.

Employees

In 2012 McDonald’s Restaurants (NZ) Ltd employed about 9000 people nationwide, up from the previous figure of 8000 people (2007-2009).
Source: http://mcdonalds.co.nz/about-us/corporate-responsibility
Production figures

Of our eight best selling burgers, we sold these quantities in the corresponding years:

· 2007: 46,241,971

· 2008: 47,915,640

· 2009: 46,965,170

The figures include the following eight burgers:

· Big Mac 

· Cheeseburger 

· Hamburger 

· Quarter Pounder 

· Boss Burger 

· Kiwiburger 

· McChicken 

· Filet-O-Fish 

We aren’t able to break these down any further unfortunately, as it’s commercially sensitive, as well as quite a lengthy and manual process. As mentioned this is an approximation and doesn’t include burgers sold in conjunction with promotions or various other deals. 

Source: Kylie Taylor; Former Communications Consultant, McDonald’s Restaurants (NZ) Ltd

Assessment schedule: Economics 90984 “Would You Like Fries with That?” How Production Decisions Are Made at McDonald’s Restaurants (NZ) Ltd
	Evidence/Judgements for Achievement
	Evidence/Judgements for Achievement with Merit
	Evidence/Judgements for Achievement with Excellence

	The student demonstrates understanding of data that relates to producer decisions.

The student correctly calculates the percentage change in production, calculates productivity from their input and output data, and presents their data and information clearly; their table is accurately labelled and measures the firm’s productivity using natural, labour or capital inputs. 

The input and output figures match, either as dollar or number figures. 

The student explains the consequences for society of the production decisions.

The student mentions some of the consequences and gives textbook-type answers for goals and for price and non-price competition, mostly using correct economic language.

For example:

Production

The production of the top 8 burgers increased by 3.62% from 2007 to 2008, and production of the top 8 burgers decreased by -1.98% from 2008 to 2009.

Productivity of Labour

The productivity of labour involved in producing the top 8 burgers for 2008 is 47,915,640/8000 (approx.) = 5989.455 per person (annually), or 115.18 per week (approx).

If the staff levels remained about the same for 2009, the productivity of labour involved in producing the top 8 burgers would be 5870.64 annually or 112.89 per week approximately. 

Commercial and non-commercial goals

The consequences of profit maximisation for some members of society, e.g. franchisees that have to pay fees to the company is that they will look for ways to control/reduce the cost of labour and ways to reduce their other costs of production. 
Through business expansion, other smaller fast food businesses find it difficult to compete against the many McDonald’s restaurants and their advertising campaigns, 

or:
One of the positive benefits of McDonald’s purchasing off NZ suppliers is the income this provides for other businesses and their employees. Franchising means many local business people run the restaurants, and they help out local junior sports teams, and other community events. 

Price and non-price strategies to increase sales and market share

The consequence for some members of society is that they eat more fast food than they should. The value-picks pricing makes it easier for students to afford the products, and the combo deals appeal to many consumers.

and/or:

The Breakfast menu, M selections range, McCafe, and Lighter choices are designed to attract new consumers who have different tastes and preferences and the income to match. They also cater for more health conscious consumers who will only eat low fat products. 

and/or:

The company uses strategies like sponsorship and branding with trademarks on the names of their products, such as the golden arches and the McDonald’s name. They use locations where there is maximum foot traffic. Packaging is used in attractive eye-catching colours. They used Sarah Ulmer and Hamish Carter to promote their new healthier products and get more consumers to buy their products.
The examples above are indicative samples only.
	The student demonstrates in-depth understanding of data that relates to producer decisions, provides detailed explanations of the producer’s decisions, and uses their data to support their explanations. 

The student correctly calculates the percentage change in production, calculates and shows changes in productivity from their input and output data, presents their data and information clearly and explains whether this is an improvement or a worsening of productivity. 

The data in their table is accurately labelled and measures the firm’s productivity using natural, labour or capital inputs. 

The input and output figures match, either in dollar or number figures. 

The student explains in detail the consequences for society of the production decisions. 

The student mentions micro consequences and uses textbook-type answers for goals and for price and non-price competition, using correct economic language.

For example:

Production

The production of the top 8 burgers increased by 3.62% from 2007 to 2008, and production of the top 8 burgers decreased by -1.98% from 2008 to 2009.

Productivity of Labour 

The productivity of labour involved in producing the top 8 burgers for 2008 is 47,915,640/8000 (approx.) = 5989.455 per person (annually), or 115.18 per week (approx).

It is likely there were fewer staff employed in 2007, and they have hired more part-time or casual, on-call staff to help with the increase in demand and the increase in production from 2007 to 2008. 

If the staff levels remained about the same for 2009, the productivity of labour involved in producing the top 8 burgers would have worsened (5870.64 annually or 112.89 per week approx.), so it is most likely fewer part-time and casual, on call staff were used in 2009 to counteract the decline in sales due to a decrease in demand. 

Commercial and non-commercial goals

The consequences to some members of society of the focus on profit maximisation; franchisees have to pay fees to the company and so use casual, on-call staff as one way of controlling the cost of labour. Through business expansion (franchising), other smaller takeaway businesses find it difficult to compete against the many McDonald’s restaurants, and their well-resourced advertising and marketing campaigns.

One of the positive benefits of McDonald’s purchasing off NZ suppliers is the income this provides for other businesses and their employees. The franchising arrangement means many local business people run the restaurants and help out local junior sports teams and other community events. 

Price and non-price strategies to increase sales and market share

The consequence for some members of society is that they eat more fast food than they should or they make poor food choices. The value-picks pricing makes it easier for students to afford the products, and the combo deals appeal to many consumers.

The product variation (Breakfast menu, M selections range, McCafe, and Lighter choices) is designed to attract new consumers who have different tastes and preferences and the income to match. It also attracts the more health conscious consumers who will only eat low fat products.

The product differentiation strategies like sponsorship are widely used by this company, and branding is huge with trademarks on the names of their products. They use locations where there is maximum foot traffic, like mall food courts, beside service stations, and in central city sites. Packaging is used in the most attractive eye-catching colours and adapted to the products they sell. They use paper, light card, and most of the materials can be recycled. They have promotions and deals with other businesses that offer McDonald’s vouchers or coupons. Advertising and marketing is huge. They used NZ sportspeople such as Sarah Ulmer and Hamish Carter to promote the Salads Plus and Lighter Choices.
The examples above are indicative samples only.
	The student demonstrates comprehensive understanding of data that relates to producer decisions, provides detailed explanations of the producer’s decisions, and integrates the data into detailed explanations of the producer’s decisions.

All the explanations are integrated by being linked to the information. Not all this information need be quantitative. Some of the information may be qualitative, and either type can be used as a means of linking supporting data or information to the explanations of producer decisions.

The student correctly calculates the percentage change in production, calculates and shows changes in productivity from their input and output data, presents their data and information clearly and explains whether this is an improvement or a worsening of productivity.  

The student uses supporting data or information to justify the explanations of production decisions in a cohesive manner. The data is accurately labelled and measures the firm’s productivity using natural, labour or capital inputs. 

The student explains in detail the consequences for society of the production decisions and integrates their explanations of the consequences for society with their explanations of production decisions. 

The student mentions micro consequences and uses textbook-type answers for goals and for price and non-price competition, and also gives a macro view of consequences, using appropriate economic language.

The student provides a valid explanation of the payoffs and motives for McDonald’s non-commercial goals, how these have affected producer decisions, and their impact on productivity. The student also provides an explanation of McDonald’s non-price marketing strategies, linking these production decisions to the consequences for society and vice versa, for example; the effect of unhealthy eating on society also impacts on producers as shown by the decision to expand their product range with healthier menu options.

For example:

Production

The production of the top 8 burgers increased by 3.62% from 2007 to 2008, and production of the top 8 burgers decreased by -1.98% from 2008 to 2009. The increase in production from 2007 to 2008 is likely due to the NZ economy being in a healthier business cycle stage, and more disposable income could be spent on fast food. It is perhaps also due to a successful marketing campaign, but towards the end of 2008 and through 2009, the NZ economy was in a recession, so less disposable income was spent on fast food resulting in the negative figure or decreased production between 2008 and 2009.

Productivity of Labour 

The productivity of labour involved in producing the top 8 burgers for 2008 is 47,915,640/8000 (approx.) = 5989.455 per person (annually), or 115.18 per week (approx).

It is likely there were fewer staff employed in 2007, and they have hired more part-time or casual, on-call staff to help with the increase in demand from consumers that led to the increase in production from 2007 to 2008. The decision to use casual, on-call staff means that they do not have to carry the cost of labour during the quiet times and only use extra staff for the busy shifts. Time management strategies used in the production process like the cooking times (36 seconds for a regular patty and a minimum of 101 seconds for a Quarter Pounder patty) and assembling of each product are also closely monitored to maximise efficiency, and cover health issues.

If the staff levels remained about the same for 2009, the productivity of labour involved in producing the top 8 burgers would have worsened (5870.64 annually or 112.89 per week approx.), so it is most likely fewer part-time and casual, on-call staff were used in 2009 to counteract the decline in sales due to a decrease in demand, which was due to reduced disposable income. 

Commercial and non-commercial goals

Goals are profit maximisation, sales maximisation, increased market share of the takeaways industry, and business expansion through selling more franchises. The consequences to some members of society are the focus on profit maximisation and the job uncertainty this creates; and the lack of set hours of employment. Hence personal income levels will fluctuate because franchisees have to pay fees to the company and so have to focus on profit margins. Other smaller takeaway businesses find it difficult to compete against the many McDonald’s restaurants that spring up everywhere, with their well-resourced advertising and marketing campaigns. 

Some of the non-commercial goals are corporate responsibility (purchasing from mainly NZ suppliers). Community goals include helping to set up the Ronald McDonald House charities, supporting Variety-The children’s Charity; Al Dunn-AUT Northland Scholarships; Radio Network special Christmas parties; Olympic Games, and junior sport. Environmental goals include the 3Rs-reduce, re-use, and recycle and supporting Clean up NZ week, 
And 

One of the positive benefits of McDonald’s purchasing off NZ suppliers is the income this provides for other businesses in the NZ economy and for the consumers who work in these businesses.

The franchising arrangement means many local business people run the restaurants and help out local junior sports teams and at other community events. The AUT scholarships assist Māori from Northland to attain tertiary qualifications. The special Christmas parties are for disadvantaged and disabled children around NZ. The environmental goals encourage reducing waste and support the clean up of NZ campaign in September every year.

Price and non-price strategies to increase sales and market share

The pricing strategies include value picks – 6 items under $3 each, and combo deals. Non-price strategies include product variation (actual different products) including a Breakfast menu, M selections range, and McCafe to appeal to different tastes and preferences and income brackets, and lighter choices to try to capture the more health conscious consumers. Non-price strategies also include product differentiation (products that appear different) including community sponsorship, branding, promotions, location, packaging, advertising, service, and more innovative ones like buying a Happy Meal which includes a free toy, catering for children’s birthday parties, and promoting free range eggs being used in Christchurch and Dunedin restaurants. The consequences for some members of society is eating more fast food than they should or making poor food choices (choosing food with little nutritional value). Childhood obesity is a consequence as the value-picks pricing makes it easier for students to afford the products, and the combo deals appeal to many consumers who perceive they are getting more value for money. But for many consumers, McDonald’s provides consistent food items that they like, anywhere in the country, clean premises, and are open very early to very late providing food for many shift workers and party-goers.
The examples above are indicative samples only.

	
	
	


Final grades will be decided using professional judgement based on a holistic examination of the evidence provided against the criteria in the Achievement Standard.
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