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Abstract. In today's digital wave, many traditional chain enterprises are starting
digital transformation due to technological advances and new consumer habits.
This has led to new pressures of brand competition. As the most valuable fast
food brand in the world today, McDonald's naturally got involved in this
transformation early on. Therefore, this paper aims to analyse McDonald's
transformation achievements and flaws in one country and provide follow-up
plans. McDonald's competitors can also refer to these plans. More specifically,
this paper uses SWOT to analyse McDonald's China's current internal and
external transformation. Internally, McDonald's has a strong brand foundation,
ample funding and years of collected data. These are considered the foundation
of its digital transformation. But its internal problems are inadequate services and
a high proportion of temporary workers. In terms of external opportunities,
China's digital economy accounts for 39.8% of GDP. The country also has a
highly educated population and a huge food delivery market. However, the threat
lies in the digitisation of competitors and the improvement of China's data-related
laws. Ultimately, McDonald's can maintain its advantage through the three-stage
plan outlined in this article while reducing the issues mentioned above. This
article believes that this will help improve its competitiveness and customer
satisfaction.
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1 Introduction

Today, the world is undergoing a wave of digitalisation and technological advance-
ment. As some scholars have pointed out, many countries are paying attention to the
productivity gains that digital transformation brings [1]. Unfortunately, the benefits of
digitisation clearly vary from country to country [2]. The same applies to companies in
different industries. This is because digital transformation has given small businesses
the opportunity to rise. And it is almost becoming a prerequisite for internationalisation
[3].

Catering is an industry with low barriers to entry but is highly valued by people.
When the catering industry and digitalisation combine, service automation and cus-
tomer interaction both benefit catering economic activities [4]. A typical example of
the combination of these two is the emergence of the food delivery industry. So joining
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this industry is a way for small roadside restaurants to quickly go digital. The signifi-
cance of this article lies in analysing McDonald's current digital progress, pointing out
its shortcomings and future risks. Then, provide digital recommendations based on the
actual situation of McDonald's China. In fact, McDonald's has been a pioneer in digital
transformation. So this article may also be helpful to other companies in the same in-
dustry. In terms of research methods, this paper will employ literature review and case
study methods.

2 Background Information on McDonald's

As early as 1954, Mr. Ray Kroc opened a small McDonald's restaurant in the United
States [5]. In 1990, McDonald's opened its first restaurant in China, and business was
booming. At that time, it was the largest McDonald's restaurant globally, with approx-
imately 700 seats [6]. Today, McDonald's has over 36,000 restaurants worldwide [5].
This reflects its leading position among fast food brands. More specifically, McDon-
ald's main menu items include various burgers, fried chicken, and beverages. These
dishes are served quickly, so customers eat quickly too. This reflects McDonald's real-
istic approach, as it strives to meet the needs of people living fast-paced lives.

3 McDonald's Current Progress in Digital Transformation

McDonald's first began promoting digital transformation in 2016 [7]. The company first
set its sights on establishing its own official website and mobile app. And it quickly
succeeded. This has made it possible to order McDonald's online. Following this, they
bought the digital technology company Dynamic Yield. Because online food ordering
programmes need algorithms for matching, such as menu recommendations [8]. In ad-
dition, McDonald's China's transformation is more in line with the local market. For
instance, some of its restaurants no longer have staff at the order counters, only a QR
code or ordering machine. And the staff are only responsible for cooking the food. This
new dine-in ordering model is more efficient and makes it easier for customers to order
and pay. However, face-to-face ordering is still common in McDonald's restaurants in
some small Chinese cities. Therefore, McDonald's digitalisation is far from complete.

4 SWOT Analysis of McDonald's Digital Transformation

According to relevant research, SWOT framework is a very practical strategic decision-
making tool for companies [9]. So, this section will help find the opportunities and
challenges facing McDonald's in its transformation.

4.1  Strengths

In such a large-scale transformation, McDonald's itself has some advantages. As men-
tioned earlier, McDonald's restaurants are located all over the world. This is largely due
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to its standardised service processes and clear market objectives [10]. So its brand ad-
vantage is obvious. This means that McDonald's has sufficient funds to sustain its trans-
formation. At the same time, customers may also be more supportive. In addition, over
the years, McDonald's have accumulated comprehensive data on its operations and con-
sumer preferences. And these data are clearly the foundation of digitisation.

4.2 Weaknesses

Human services and self-service are two models of modern services [11]. This means
that one is a real person service, while the other is a device system. The new ordering
model mentioned earlier for McDonald's China is clearly self-service. In fact, this kind
of digitisation does not take into account each group. For example, the elderly may
question this. Because they may not be familiar with digital platforms for ordering food.
In addition, McDonald's China's digital transformation will also be influenced by the
composition of its workforce. Because McDonald's restaurants in China generally em-
ploy a large number of temporary workers. For example, student workers and retired
workers. These two groups may account for 70% of a restaurant's workforce [12]. So
this inevitably leads to high employee turnover, which affects employee training in the
context of digital transformation.

4.3  Opportunities

From an external policy perspective, the Chinese government has been strongly pro-
moting the development of the national digital economy. Since 2012, China's digital
economy has reached 39.8% of GDP [13]. At the same time, its digital infrastructure
development plan was already established as early as 2013 [14]. So this is already a
highly digitalised country. And this environment is favourable for any company seek-
ing to transform digitally. More specifically, over 70% of Chinese consumers prefer to
use mobile payment apps to pay rather than cash or bank cards [15]. This is very helpful
for businesses that have their own online platforms. In addition, China's online food
delivery market is also lucrative. In fact, China is not only the world's largest online
food delivery market, but also the market where restaurant businesses and food delivery
platforms collaborate most extensively [16].

4.4 Threats

Even in the digital age, competition among fast food brands in China has not dimin-
ished. This has a lot to do with the COVID-19 pandemic. During the pandemic in 2021,
Pizza Hut and KFC pushed for digitalisation in China in order to survive. This resulted
in a 60% increase in online delivery sales for both brands that year [17]. Their passive
strategy actually ended up stealing some of McDonald's online market share. In fact,
there are also many local brands in China's fast food industry participating in digital
competition. For example, the Chinese fast food brand 'Laoxiangji' has also started us-
ing Al to monitor the quantity of dishes.
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In addition to competition issues, data storage and security are also major challenges
in the digital age. Sometimes, people may think that China does not place much im-
portance on data security protection and personal data privacy. This is actually benefi-
cial for the digital transformation of enterprises, as it makes it easier for them to directly
utilise the collected data. However, the actual situation is much more complicated. In
the summer of 2021, China implemented new data security and personal information
protection laws. This includes mentioning the importance of data security to national
security [18]. So this has certainly pushed up the cost of digitalisation for foreign com-
panies. For example, they need to spend more money to store data locally.

5 The Path to Digital Transformation

5.1  Strategic Direction

From the analysis above, it is clear that McDonald's digital transformation is already
underway. Therefore, it is necessary to clarify the strategic intent. McDonald's can di-
vide its future transformation into early, mid-term and long-term phases. Table 1 below
makes this very clear.

Table 1. Strategic directions for McDonald's China's digital transformation in the future

Short-term Establish a transformation department to complete the digitisation of
all offline restaurants.

Medium-term Optimise existing digital platforms and promote new technologies.

Long-term Focus on employees and customers.

As mentioned earlier, McDonald's has not been able to implement its online ordering
service in all cities in China. This may be linked to regional development imbalances.
Related study shows that there are a large number of McDonald's outlets in the south-
eastern part of China and very few in the western part [19]. So in order to balance the
resources required for the transition as much as possible, McDonald's China needs to
establish a new department. It can simply be called the 'Digital Transformation Depart-
ment'. This will make the transition more efficient. At the same time, the department
can also coordinate with the government to avoid legal disputes over data.

5.2  Digital Technology

From a technical standpoint, McDonald's China currently has in-store machines, an
app, and data. This has already formed a digital closed loop. Therefore, McDonald's
can easily train its own Al to be linked to its restaurants. Through the construction of
this smart restaurant, customers will also be able to order food faster. For example, they
can use voice commands to tell McDonald's Al what they want to eat. In fact, the role
of such chat Al goes far beyond helping early adopters redefine costs and profits. It can
also help restaurants find new customers through data analysis, thereby increasing the
likelihood of online orders [20]. However, Chinese consumers often use third-party
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platforms as their primary gateway for ordering takeout. This has resulted in the
McDonald's China mobile app having very few users in the market. So this app needs
to be changed. Currently, consumers can only scan QR codes to order food offline using
WeChat, not the McDonald's app. The best solution is to give the app the ability to scan
QR codes. This will ensure that mobile phones, third-party platforms, and self-service
ordering machines are all connected to McDonald's kitchen. Finally, the mobile app
needs to add a large font switching feature to assist older consumers.

5.3  Restaurant Operations and Customer Experience

Currently, McDonald's China needs to make changes to its workforce. Because it was
mentioned earlier, many temporary workers may not be able to quickly familiarise
themselves with digitalised restaurants. The first solution that seems effective is to
slowly recruit more long-term employees to replace them. However, this is not realistic
in the short term and is not conducive to transformation. And these new employees will
increase the additional cost burden on the restaurant. So, McDonald's China can estab-
lish clear sales commission rates under a digitalised system. This is because it is cost-
effective and promotes employee learning and digitalisation, which in turn boosts sales.

In addition to employees, customers are also witnesses to McDonald's China's digital
transformation. And McDonald's needs to take better care of customers who are unfa-
miliar with or unwilling to order online. Among them, the elderly require special care.
Because they have a lower smartphone ownership rate than other groups [21]. Moreo-
ver, some elderly people do not believe that they need to carry their phone with them
every time they go out. At this point, a McDonald's employee needs to stand next to the
self-service ordering machine and ask them. As a result, this semi-self-service ordering
is still indispensable even in the digital age.

6 Conclusion

This paper uses the SWOT framework to provide recommendations for McDonald's
China's ongoing digital transformation. Overall, McDonald's transformation is at a
stage where it is easy for competitors to catch up. This is because fast food brands have
limited options for digital transformation in the early stages. For example, they do not
need a high level of digitalisation to have an online ordering platform to compete with
McDonald's. So the recommendations in this article are strategically offensive. The
core idea is to utilise data advantages to train Al, and then integrate it into mobile apps
and the equipment of every McDonald's restaurant in China. This kind of true digital
restaurant is something other brands cannot achieve. They lack both the equipment and
the data. So this is one of the limitations of this article, that small fast food brands
simply cannot implement these suggestions.

If the recommendations are followed completely, this article predicts that McDon-
ald's China's brand effect will be stronger. The increased customer satisfaction brought
about by Al restaurants and artificial service will help McDonald's capture more market
share in China. Its total revenue will also increase. Finally, the limitations of this paper
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lie in the fact that the study does not apply to McDonald's in all countries. So, it is
recommended that scholars conduct further analysis of McDonald's digitalisation from
a global perspective.
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