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I, Mallika Krishnamurthy, of 21-29 Central Avenue, Thornleigh in the State of New South Wales, 

Director of Consumer and Business Insights for McDonald's Australia Limited, affirm: 

1. I am employed by McDonald's Australia Limited ("McDonald's") in the role of Director of 

Consumer and Business Insights. I have held this role since May 2012. 

2. I make this affidavit based on my own knowledge, information and belief unless otherwise 

stated. Where I make statements based on information provided to me, I identify the source 

of that information and otherwise believe it to be true and correct. 

3. As at around June 2015, McDonald's operated 940 stores across Australia. McDonald's 

operates stores directly (through company-owned stores) and indirectly (through licensees). 

As at around June 2015, there were 164 stores which McDonald's operated directly and 776 

stores which McDonald's operated through licensees. 

Typical Operations of Company 

4. McDonald's operates three categories of stores- "retail", "free stander" and "other": 

(a) a "retail" store encompasses three sub-categories of restaurants: 

(i) "food courts": these are restaurants wholly contained within a retail 

environment (such as a Westfield shopping centre), usually with a number 
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of different food options to choose from, with food outlets sharing seating. 

This is the most common retail category. 

(ii) "in-stores": these stores have their own seating, and a customer can walk in 

to the restaurant off the street. Many stores within the Sydney CBD are "in

stores". "In-stores" do not have parking, and typically have no drive thru or 

playlands. Unlike for "food court" or "mall" stores (which are in a retail 

environment), McDonald's owns the buildings for "in-stores"; and 

(iii) "malls": a mall store is contained within the premises of a shopping centre 

however McDonald's has exclusive use of a McDonald's customer seating 

area. This is the least common "retail" category. 

(b) a "free stander" store is a stand-alone restaurant with a drive-thru outlet, a parking 

lot and typically a "McCafe" (a cafe serving coffee and cakes). The buildings of free

stander restaurants are owned by McDonald's. 

(c) an "other'' store, which includes "Oil Alliance" stores and "DT only" stores. An Oil 

Alliance store refers to any McDonald's store that is associated with a petrol station, 

for example a McDonald's store located on a freeway that may be attached to a BP 

or Shell service station. A "DT only" store is one that is drive-thru only. 

5. As at around June 2015, of the 940 stores, 216 stores (or 23 per cent) were retail stores, 677 

stores (or 72 per cent) were free stander restaurants and 47 stores (or 5 per cent) were 

other stores. 

6. Within each type of store, customers order each day from a range of menu items, workers of 

McDonald's ("crew") prepare the food and drinks inside the store and other crew of 

McDonald's supply the food and drinks and process payments for the food and drinks at 

counters and/or drive thru. The food and drinks are usually only prepared shortly (a matter 

of minutes) before the customer has placed the order, although sometimes only prepared 

after order. 

7. For retail stores, food court stores do not maintain a dedicated area for McDonald's 

customers to consume the food or drink purchased and so all customers take away their 

purchases. Restaurants classified as within "malls" stores have a dedicated area for 

customers to consume food and drink. 

8. For free stander restaurants, McDonald's maintains a dedicated area for customers to 

consume the food and drink purchased. However, for the period 1 January 2015 to 30 June 

2015, 63 per cent of sales for free stander restaurants were generated from customers using 

a drive-thru outlet to purchase their order and then consume the food or drink away from 

the McDonald's restaurant. Therefore, for the period 1 January 2015 to 30 June 2015, 37 

per cent of sales for free stander restaurants were generated from customers purchasing 

food and drink inside the restaurant, with some customers (approximately 25 per cent) 

consuming their food and drink in the dedicated area and other customers (approximately 
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12 per cent) taking away their purchases. These statistics are from McDonalds' "AS400" 

database. The AS400 database is a computer program that records information from each 

cash register in each McDonald's store (both McOpco and franchiseeL for every transaction 

made on the cash register. The data captured by the AS400 database includes details about 

the transaction such as the dollar amount of the sale, as well where in the store the 

transaction took place (such as at the McCafe, front counter or drive thru). It should be 

noted that crew do enter details into the cash register as to whether the customer's order is 

take away or eat-in, however, this may under-represent the eat-in customer data, as some 

customers may still eat-in despite getting their food in a take-away bag. 

9. As DT stores are, by definition, drive thru only, there is no capacity for customers to "eat in" 

at the store. At Oil Alliance stores, usually there is a dedicated eating space for customers 

however it can be shared with other competitors. 

10. Currently, most customers of McDonald's purchase foods and drinks within a store at a 

counter or through a drive-thru outlet operating at a free stander restaurant. However, 

currently some customers of McDonald's order their food and drinks on a website and 

receive home delivery of their order. This process of home delivery is similar to home 

delivery offered by some fast casual restaurants including, by way of example, local Thai 

restaurants. 

11. In addition, McDonald's has installed, and is continuing to install, electronic kiosks in retail 

stores and freestander restaurants that offer a "Create Your Taste" (CVT) menu (which I 

describe in more detail below) . By 21 July 2015, McDonald's had 736 stores that had 

launched the CVT menu and had electronic kiosks in place. The electronic kiosks provide 

customers with a choice of ordering their meals from the kiosk rather than at the counter. 

McDonald's has combined the electronic kiosks with a "host", which is an employee engaged 

within the store who has the job of welcoming customers to the restaurant, and then 

guiding them to and assisting them with the use of the kiosk. The host may also act as a 

server of the food to the customer's table. The role of the host is similar to how a waiter or 

waitress in a restaurant may assist a customer to navigate or understand the menu, and 

subsequently serve food to the table. 

Monitoring of Trends and Developments 

12. In my role, I monitor the developments of other participants in the fast food industry (also 

sometimes described as the "quick service restaurant industry" or the "QSR industry"). 

13. Specifically, I monitor the developments of other participants in the QSR industry, including 

KFC, Subway, Hungry Jack's, Grill'd, Guzman y Gomez, and Domino's Pizzas. 

14. In my role, I also monitor "full service restaurants" according to category of restaurant- for 

example, I monitor "Asian" restaurants, "Italian" restaurants and "pubs and clubs". 
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15. In my role, I have noted trends that are being adopted by participants in the QSR industry. 

Examples of trends currently impacting the industry are "health and wellbeing", "real and 

fresh", and "premiumisation": 

(a) The trend toward "health and wellbeing" is one that can often be seen on menus in "full 

service restaurants" - restaurants (even high end restaurants) usually have a lighter 

option such as a salad, and menus often use symbols to identify the lighter option, 

vegetarian option or gluten free option. Within this concept, McDonald's has 

undertaken significant research regarding two categories of foods that consumers may 

perceive to be more permissible -salads and wraps- to understand their appeal to the 

consumer and how McDonald's can construct them in a more compelling way for 

customers. By "permissible" I mean a category of food that a consumer will feel better 

about eating. Whilst McDonald's does already have salads and wraps on its menu, it is 

intending to provide customers with a more gourmet salad or wrap option through CYT. 

(b) The concept of "real and fresh" is one that can be observed in "full service restaurants". 

A restaurant following the "real and fresh" trend will highlight to customers where the 

ingredients used in the dishes have come from, emphasising the provenance. Some 

restaurants inform customers that they only source from local farms. Another way of 

applying "real and fresh" is to display the ingredients in such a way as to highlight them 

to the customer. A restaurant (particularly a fine dining restaurant) may do this by 

plating the food in such a way as to "showcase" the ingredients. An example of 

McDonald's having applied the "real and fresh" concept was its re-launch of salads and 

wraps in 2013. Prior to 2013, there was only one, simple garden salad in very simple, 

plain packaging on McDonald's menu. McDonald's introduced three new salads that 

were much larger. The packaging was made more visually appealing by printing it with 

salad ingredients, with a clear lid on top to make the ingredients visible. At the same 

time McDonald's re-launched its wraps. The relaunch involved changing the ingredients 

and making them more prominent in the wrap- for example, using chunkier tomato and 

making the tomato and lettuce in the wrap more prominent in its construct, so that on 

the first bite a customer was intended to see the ingredients. This was a way of 

"heroing" the lettuce and tomato on the wraps so those ingredients were quite 

prominent when the wrap was opened. McDonald's also applied the concept of "real 

and fresh" for a period in around 2013 by launching an "app" (an application able to be 

downloaded to a mobile phone or certain other devices) called "Track my Macca's". 

"Track my Macca's" enabled a customer to track the source of origin of ingredients for 

some of McDonald's more popular products, such as the BigMac, McChicken and Fillet-

0-Fish. In order to do this, a customer needed to first download the app. Using their 

mobile phone, the customer could scan over an icon on their food packaging. 

Information about the ingredients in that food item would then be displayed in the app. 

The information could include, by way of example, which farm the beef had come from 

that was used in the food item purchased by the customer. 

(c) An example of premiumisation is CYT- the burger is similar to what a customer could 

expect of a burger served in a fast casual or higher-end restaurant, meaning that 
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McDonald's is competing in relation to such items with "full service restaurants" that are 

serving a "premium" version of a typically every-day food item. The premiumisation of 

burgers trend that McDonald's has implemented via CYT is not a new phenomenon. 

16. In the "full service restaurant" market generally, my perception is that there is an emphasis 

on good quality service which has always been the case - when a customer goes into a 

restaurant for an experience, there is an expectation of a certain level of treatment. QSRs 

have typically differed to "full service restaurants" in that the service expectation of 

customers is usually not that high. However, McDonald's has found that, with the 

introduction of its CYT menu and host program, customers are noticing an improvement in 

service, which is a very important aspect of the CYT experience. 

17. "Food theatre" is also a trend in "full service restaurants" and on television. By "food 

theatre" I refer to the act of seeing your food being cooked in front of you, or the kitchen 

area in a restaurant being exposed. Food-oriented shows on television such as "Masterchef' 

and "My Kitchen Rules" contain a lot of food theatre, which in turn is creating a "foodie" 

culture as the people who watch these shows become more educated about food. In a lot of 

high-end restaurants the kitchen may be glassed or even open. An example of a restaurant 

that exhibits food theatre is "Flying Fish" in Sydney where the chefs are "on show" to 

restaurant patrons. 

18. Allowing customers to select their order via an electronic platform is similar to some 

Japanese restaurants I am aware of that provide ipads to the customer for ordering. In 

addition, I have observed more and more servers within restaurants who input the 

customer's order on an electronic device at the customer's table. 

Similarities between Fast Food and Restaurant Industries 

19. In stores that have the CYT menu (the "CYT stores"), customers may select items to be 

placed onto hamburgers (such as avocado and crispy bacon) which they purchase. The 

hamburgers are made to order and are only prepared once the order is placed. Only 

freestander restaurants (as described at paragraph 4 above) have the CYT menu. 

20. In the CYT stores, customers may choose to sit at a table to eat the food and a member of 

the crew brings the food (once prepared) to the customer at the table. Customers may 

indicate their wish to sit at a table at the time of ordering their purchase (and such a 

preference is recorded in the kiosk system used by McDonald's). The food is served to 

customers at the table on a wooden cutting board with a basket of fries. 

21. In the CYT stores, for all sales (for both CYT and other menu items) in the period 6 to 12 July 

2015 inclusive, 15.3 per cent of sales were recorded as "eat in" (where the customers chose 

to eat at a table), 31.6 per cent of sales were recorded as "take away" and 53.1 per cent of 

sales were recorded as drive thru across all McDonald's restaurants. 
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22. McDonald's anticipates there will be a shift to more in-restaurant dining as a consequence of 

CYT. 

23. Within its freestander restaurant in Thornleigh (NSW) and Annerley (QLD), McDonald's has 

launched a "burger bar" which makes the preparation of CYT menu items visible to 

customers. This "burger bar" is to create "food theatre" which is a trend in keeping with 

some restaurants (as set out at paragraph 17). McDonald's intends that the "burger bar" 

demonstrates to customers the care and craftsmanship taken in the preparation of the CYT 

burgers which is more typical of food prepared in a restaurant, as opposed to a more 

process-driven approach traditionally taken to food assembly in the fast food industry. 

24. In 2014, McDonald's opened a store in Camperdown (NSW) called "The Corner" which is 

very different to a typical McDonald's. The Corner has table service. The look and feel of 

"The Corner" moves away from the feel of a standard McDonald's restaurant to a typical 

cafe - for example, there are wood finishings, long benches and potted plants. The Corner 

offers more upmarket specialty drinks. It also has a range of foods, from a "grab n go" 

selection in a chilled cabinet to beautifully displayed baked goods, and gourmet lunch items 

such as different types of salads, mixed plates (where the customer can pick three types of 

salads, then add a protein and a dressing of choice), and sandwiches. 

Home Delivery 

25. As at December 2013, McDonald's operated in New South Wales and Queensland a home 

delivery service. As at 22 May 2015, 38 stores in those States offered the home delivery 

service. In specified geographic areas close to stores in those States and during specified 

hours (predominantly between 5pm and 9pm), customers may order food and drink from 

the traditional day/dinner menu from a store and have it delivered to their home or office. 

Future Sale of Alcohol 

26. I am aware from my role that KFC applied to the Independent Liquor and Gaming Authority 

in New South Wales for a liquor licence so that it is authorised to sell beer and cider in a 

proposed store in Parramatta, New South Wales. A copy of a media article regarding this 

application is annexed and marked "MK-1". 

Broader trends being followed by McDonald's 

27. McDonald's is also following trends that players outside the fast food industry would be 

following, such as "source of origin" and "provenance," which are now mainstream in 

markets such as the UK. Consumers want to know where their food comes from. It is a trend 

being followed by major retailers, and within FMCG generally. As set out at paragraph 15, 

this trend can also be observed in restaurants that pride themselves on using local 

ingredients or inform customers about where ingredients have been sourced from. An 

example of McDonald's applying this concept was "Track my Macca's" as discussed at 

paragraph 15(b) above. 
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Fast Casual Restaurants 

28. In my role, I have observed that new "fast casual" restaurants are "bridging the gap" 

between fast food restaurants and more formal dining. Fast casual restaurants typically offer 

less familiar, or more upmarket, combinations on standard items (such as burgers) or offer a 

new ethnic cuisine such as Mexican, Japanese etc. The ambiance in a fast casual restaurant 

is nicer than a fast food restaurant, but still relaxed. Typically it is an environment where 

there may or may not be table service, but the atmosphere encourages the consumer to 

linger or want to eat in. Food preparation time is longer in a fast casual restaurant than in 

fast food, as it is typically cooked from scratch, but is faster than in a formal restaurant. 

There may also be more "in store theatre" where the food is made in front of you, similar to 

some restaurants. Some also offer alcohol. I consider Grill'd, Mad Mex, Sushi Train and 

Nando's to be in the category of "fast casual". 

&uu er~ I Affirmed by the deponent 

in New South Wales 
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IN THE FAIR WORK COMMISSION 

Matter No.: AM2014/305 

Re Application by: The Australian Industry Group 

This is the annexure marked MK-1 produced and shown to Mallika Krishnamurthy at the time of 

affirming her affidavit on 10 August 2015. 

Before me: 

Signature of Mallika Krishnamurthy 
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KFC applies for liquor licence for a new outlet in Parramatta 
Posted Sun 4 Jan 2015, 2:22pm 

Fast food retailer KFC has confirmed it is trying to open a store in western Sydney that will sell alcohol alongside 
its usual fried chicken products. 

The chain has proposed opening a store on Church Street, Parramatta, and the company has applied for a liquor licence. 

In a statement, KFC said it "hopes to introduce a new KFC experience in Parramatta's CBD in the near future, serving beer 
and cider as part of its menu". 

The company said that in other countries select KFC stores have liquor licences, serving a small selection of alcohol. 

KFC is trying to join a growing number of fast food providers which sell alcohol including chains such as Mad Mex, Nando's, 
Guzman y Gomez and Grill'd. 

The Independent Liquor and Gaming Authority (ILGA) confirmed KFC had applied to serve alcohol at its new store, and said 
a decision on whether to grant that would depend on a community impact statement from KFC. 

Health advocate calls for rejection of liquor licence 

The ILGA released a statement which said: "Before giving approval, ILGA will need to be satisfied that the overall social 
impact of the proposal will not be detrimental to the well-being of the local or broader community," the statement said. 

One of Australia's leading public health campaigners has called on the ILGA 
to reject the KFC liquor licence application. 

"It sounds like one of those harebrained schemes that marketing people 
come up with," said Mike Daube, Professor of Health Policy at Curtin 
University. 

"It really is quite absurd to be associating a product like KFC with alcohol," 
Professor Daube said. 

"This is a product that is massively marketed to kids and to families and the 
last thing we need is kids associating a child-friendly brand with alcohol. 

"If they [KFC] want to run pubs, let them run pubs, but don't market KFC in 
association with alcohol. We don't need more normalisation of alcohol for 
kids." 

If they [KFC] want to run 
pubs, let them run pubs, but 

don't market KFC in 
association with alcohol. We 

don't need more 
normalisation of alcohol for 

kids 

Professor Mike Daube, Professor of Health Policy at Curtin 
University 

Professor Daube said advertising had a strong effect on children and they would associate the KFC brand with alcohol if the 
liquor licence was granted. 

"There is very substantial evidence that kids are influenced by alcohol advertising and that's why there is so much pressure 
to curb even more the kind of alcohol to which kids are exposed," he said. 

"What we are seeing every day at the moment is the KFC Big Bash [cricket tournament] being promoted on television and 
for kids to be associating that with alcohol takes us into the realms of the absolutely irresponsible." 
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PHOTO: KFC is the major sponsor of the Big Bash, Australia's premier T20 cricket competition. (Getty Images: Robert Prezioso) 

Topics: alcohol, parramatta-2150 

Terms of Use 
Privacy Policy 
Contact Us 
©2015ABC 

10 


