[image: ]

NUR DINA TAJUL
2226086
BMBM6016
STRATEGIC MARKETING




KFC AUDIT


Executive Summary 
This audit focuses how KFC is adapting to the current economic and how it will adapt in the future comes by. It highlights with several framework that will be audit regarding the focuses. The first audit is by using PESTEL which explains the economic factors that are affecting KFC in the current economy and the social factor which shows the view of consumers on how KFC shows itself in the market. Then using the SWOT analysis framework to uncover the weaknesses that are lacking in KFC that needs to be address to ensure that the business is able to adapt to the current economy. The third framework used is the VRIO which focus on the valuable of the business towards the market. Lastly the framework used is the Porter’s Five Forces which focusing on the competition that is faced by KFC in the fast food chain industry. 

1.0 Introduction 
This audit has been requested by the manager in responses to the global economic challenges. According to the International Monetary Fund (2021), the global growth has been forecast to slow from 6.0 percent in the year 2021 to 3.2 percent in the year 2022 and 2.7 percent in the year 2023. This would mark as the weakest growth profile ever since 2001 excluding the global financial crisis and the phase of COVID-19 pandemic. Due to the changes in economic, fast-food chain has been affected by the incident as to the food inflation becomes an issue with the current situation. As more ingredient cost increases it becomes a challenge facing the fast-food industry to adapt, the prices of chicken for example increases even if it is considered as a lower-cost protein which would make the industry searching for an affordable alternative (Lander, 2016). The fast food chain that I shall be focusing on this audit is KFC. KFC journey started on the year 1930s, where Harland Sanders, he had started the business of selling fried chicken in a gas station to make extra income where then the word is spread and people comes from far-off places to taste his food (Verma, 2021). During the year 1955, the business struggle as it suffered from a blow where he had the idea to franchise the business in the name of Kentucky Fried Chicken where it has been one of the most successful fast food chain. 

2.0 PESTEL analysis 
Pestel analysis is the acronym for a tool that is used to identify the external forces that is facing an organisation (Barrington, 2021). The framework is referred to as the acronym of Political, Economic, Social, Technological, Environmental and Legal (Peterdy, 2023). It is used to understand the strategic planning process and the risk management process. Below explains the factor of PESTEL in the economical factors and social factors.  Table 1 in the appendix explains further on the factors of Political, Environmental, Technological and Legal.

2.1 Economical factors 
According to Shaw (2021), one of the biggest economical factors effecting KFC is that before the name of KFC came along, it is called as fried chicken which at that time it did not bring much issue due to the consumers was not sensitive with the name. As the years comes by, KFC decided to rebrand their name without losing their market to KFC in order to signal other company that the fast food chain offers more than a fried chicken option. With this factor, KFC has adapted a vegan option for the consumers that are vegan in order to bring diversity towards the food options they have. After the pandemic, KFC struggled to revive in certain places yet the Chinese market was the first to revive. KFC was noted to have survive the pandemic well as the company net sales only had a minor decline which in the year 2020 was $26.3 billion from $27.9 billion in 2019 which was around 6% decline (Pratap, 2023). Overall, the economic factors have a significant impact towards the sales and revenues.  

2.2 Social Factor 
Many fast food chain will acquire struggles when it comes to the social issue which reflects on the consumers negative feeling towards the brand. It depends on the issue where the use of animals that are injected with hormones to keep the entirety of their lives and being forced to carry more than normal amount of fat which will be a concern to consumers (Frue, 2019). KFC’s menu becomes a concern to consumers as to them serving high calories food which in the western countries with the obesity crisis that is thriving that has made KFC become the victim of the blaming especially during the pandemic. Another factor is that the food varies from other culture where the ingredients are halal chicken which is compulsion for Muslim, yet cow meat is unable to be consumed by Hindu consumers hence they introduce halal meat for Muslim and they had removed beef option in the menu in India. (Team, 2022).  Overall, the social factors regarding KFC has a significant impact towards adapting towards the consumers preferences and demands. 

3.0 SWOT analysis 
SWOT analysis is the framework that is used to evaluate the company’s competitive position that is used to develop a strategic planning (Kenton, 2022). It is used to assess the internal and external factor of the potential of the company in the present and future. Below explains the audit of KFC weaknesses in the SWOT analysis. Table 2 in the appendix explain further of the strength, opportunity, and threats.

3.1 Weakness 
Some of the weaknesses that KFC has achieve is their unhealthy food menu. Their menu consists of high calories, salt and fat meals which is considered as unhealthy (Jurevicius, 2023). This effect how the consumers looks at the brand as consumers are often choose the healthier choices of option. Another issue is that the lack of vegetarian options for consumers, this is reflected on the other cultures that are unable to consume any meat or have a lifestyle where they avoid meat at all cost. This put the brand into a vulnerable position that other companies such as McDonald’s and pizza Hut are exploiting (n.d). KFC is also known for their ineffective franchise management as the management is left to the individual outlet which can vary depending on the quality of the outlet and this would reflect on the services that the outlet is showing to the consumers. 

4.0 VRIO 
VRIO is a framework to determine the internal resources and its capabilities to find out the sources can become a sustainable competitive advantage (Jurevicius & Gasparik, 2022). VRIO stands for value, rarity, imitability, and organisation. Below shows the framework of VRIO for KFC on the matter of valuable. Table 3 in the appendix shows further explanation of VRIO on the matter of rarity, imitability, and organisation. 

4.1 Valuable 
According to Harvey (2020), KFC brand image has become their social responsibility to make the organisation valuable in the market. The brand name that it has build on its name has widen the consumers recognition of the company just by the logo that they have adapted. KFC also regularly engages with social responsibility actions which have made the company to become more transparent with the eyes of the consumer. It ensures that the stakeholders are able to acknowledge the activities withing the company through the official documents in their annual reports and websites. According to the VRIO analysis, KFC has shown that their distribution network is a valuable source as it allows the company to reach out to more consumers which increases the revenues of KFC (Edwards, 2018).  

5.0 Porter’s Five Forces Analysis 
Porter Five forces is a model that is used to identify and analyse the competitive forces that would determine the industry’s weakness and strengths (Team, 2023). The forces that will be in the audit is the competition in the industry. Table 4 in the appendix will further explain the four other forces which is the potential of new entrants into the industry, power suppliers, power of customers and the threats of substitute products. 

5.1 Competition in the industry 
The competition in the industry that KFC operates is a small amount yet the competition are in a large size where the company’s actions are being observe by other competition closely (Murphy, 2018). The market share for the industry is larger which means that the competitive action would gain in this and become the market leaders which make it a stronger force within the industry. KFC received intense competition with other businesses such as McDonalds and Pizza Hut. This would mean that the competitors would try to find ways to attract customers to their business. Hence KFC had introduced their loyalty card where they are able to give discount for customers (Smarau, 2013; Adamkasi, 2017). The locations that KFC have chosen are close to their competitors which makes it harder for customers to choose which they prefer more. The competitive rivalry for KFC is high. 

Recommendations 
Based on the findings there are three recommendations that could be used to encourage KFC to be able to adapt with the current economy. The first recommendation is that KFC should ensure that their employees are paid fairly and that they are able to get as much training as they can. This is to help the company to acquire a much more skilled workers and to ensure that the company does not get backlash regarding the underpaid workers. As KFC is known to be one of the biggest fast food chain, they are able to help their workers by ensuring that they are well trained for their work this will enhance the efficient of the work and their quality of work in the business. Consumers would prefer a much more quality environment and it is considered to be a much healthier working environment for the worker’s mental health. KFC could be one of the first businesses that are able to ensure that their working environment is as efficient as they serving time.
	The second recommendation is that, KFC should widen their selection of menu especially on the vegetarian and vegan option. This will allow the company to be more open towards a new consumer base. Consumers that are vegan and vegetarian are able to chose in a much more variety choices than what they used to be as consumers are more aware of health and animal abuse regulations which brought their concerns in eating meat. Whether it is culture or a lifestyle KFC should be one of the first fast food industry to adapt towards a new menu option that they are able to attract more consumers to the business. Vegan and vegetarian option could also be one of the healthier option for consumers that are more health conscious on their food intake. 
	Lastly, the recommendation I would give to help KFC with their business is by promoting new meal deals that could change the current deals. The current deals are good but by offering a new set of meal deals consumers would be attracted into trying new combinations of the business have to offer. It allows the business to be more diverse when it comes to ordering and allows the consumers to purchase their meals in a much cheaper prices as they are purchasing in a deal form. This ensure that KFC can adapt with the newer trends that consumers would choose for their meals and that they are able to choose from a wider range of food than what have been set in the menu. Some menu deals that KFC has put is set to the specific meals that consumers are not allowed to customize it based on what they want from the deal instead they have to buy two deals. KFC should investigate the idea that McDonald have for their meals which is mix and match where consumers are able to create their own meal deal with a set price which allows a much more customizable opportunity for the consumer. 

Conclusions 
To conclude the entire audit, KFC is able to adapt with the current economy and the future economy to come if they are able to use the recommendations that I have founded by researching the previous findings. According to the precious finding KFC is able to go for the long run and they could adapt in any type of situation that is thrown to them. This audit allows the company to analyse and identify the flaws of the company for the future to come. It allows the company time and ways to become more innovative towards the changes that are to come ensuring that they are able to recover from any certain circumstances. 
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Figure 1: PESTEL analysis. Source: Elodie (2022) Pestel analysis = definition and examples in USA [2023 ], PESTEL analysis = Definition and Examples in USA [2023 ]. Available at: https://blog.waalaxy.com/en/pestel-analysis/ (Accessed: March 31, 2023). 

	PESTEL ANALYSIS
	Explanation

	Political
	KFC is considered as multinational fast food chain that has their operation in many countries where it differs from each country. The brain needs to maintain their health regulations according to the country that they base in. Another factor is that KFC has gone into a political drama when they had mocked the McDonald’s mascot while parodying as President Donald Trump’s tweet, which consumers was not thrilled by as the tweet was a harmless humour but had offended some consumers (Frue, 2019). 

	Technological
	KFC adopted many new technology and changes with the trend and consumers demands through out the years. Most of the franchise have a click and carry option where consumers can order their food before reaching the outlets to help with the queuing issues (Farooq, 2019). They have added self-kiosk for consumers to use with a voice automated machines and online platform to increase the profits of the business and to expend their digital presences through social media. 

	Environmental
	One of the environmental factors affecting KFC is that the consumers are cautious about their environment being more sustainable. With this knowledge KFC decided to use biodegradable paper that will ensure it is recyclable and it has helped the fast-food chain to decreases more than 14,000 tons of plastic packaging which also ensuring that the business is able to reduce their cost with this benefit (Shaw, 2021). 

	Legal
	Some of the legal factors affecting KFC are the rules and regulation that is required for the brand to follow due to different governments that it operates as it operates in 150 countries (EdrawMax, n.d). The firm have to follow the labour and wages laws, health and safety standards to ensure that the fast food chain is able to run with efficient.  


Table 1: Pestel analysis further explanation. 

	SWOT Analysis
	Explanations

	Strength
	In the end of 2018, KFC has opened their franchise over 141 countries with over 22,000 locations where it has become a strong global presence which is their biggest strengths. Due to the years of developing, the brand KFC is become one of the most recognised brands and its reputation have manage to create a loyal base consumer that plays a big role in the growth and development of the business (Farooq, 2019). 

	Opportunity
	One of the biggest opportunity for KFC is that, their meals are budget friendly where consumers are more price conscious where KFC offers a much budget friendly meals to attract these consumers (Xaif, 2022). They also offer healthy meals that are for the health-conscious group where the consumers can order grill meals and fresh fruit juices. 

	Threats
	One of the key threats of the fast-food industry is their competition which for KFC has become of the biggest threats. Their biggest competitors such as Chick-A-Fil and Five Guys remains their biggest competitor (Xiaf, 2022). With this their quality of food becomes their hope to help the company. With the current economy, most of the raw materials have increase in their cost which makes that KFC chains are unable to keep up with their food quality during this few years. Which reflects badly on the company.


Table 2: KFC SWOT analysis further explanation.
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Figure 2: VRIO framework. Source: Bruin, L.de (2021) VRIO framework explained with examples: B2U, Business. Available at: https://www.business-to-you.com/vrio-from-firm-resources-to-competitive-advantage/ (Accessed: March 31, 2023). 

	VRIO
	Explanation

	Rare
	The food that KFC sales are not considered rare according to the VRIO analysis. These products are provided in the market by other competitors such as Five Guys, Chick-A-lil, and other. This would make that KFC is unable to have a competitive advantage with their food choices which leads to company to find other alternative to make their product rare from other brands. The patents that KFC own are considered as the rare resources as it is unable to be obtain by other competitors, allowing KFC to use it without the competitors interfering them. 

	Inimitable
	According to Harvey (2022), the food are not that costly to imitate which the competitors are able to adapt KFC recipe in their own menu or make it better than KFC does. This allows a flaw in the menu of KFC. Local food products by KFC becomes their temporary advantage which the competitors can adapt later in the long run. With this knowledge KFC has a much efficient production capacity making their product pricing much lower than their competitors allowing an opportunity when comparing to their competitors.  

	Organized
	The VRIO framework for organized is focused on the financial strength of KFC where it can support the company in exploring new opportunity and products to expand their business. Financial strength is also a valuable source for the company as it could focus on the innovation of future products in KFC, as they offer different product range from different countries.  


Table 3: Further explanation of VRIO
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Figure 3: Porter Five Forces. 
	Porter’s Five Forces
	Explanation

	Threat of new entrants
	KFC is in the fast food industry which requires a huge capital, product ideation, research and development which the cost of it all would be very high as associated with a establishing industry. The current competition in the industry already has their brand equity and a huge loyal customer base. This means that new entrants are unable to threat the current position that KFC has put themselves in. The threat of new entrants are low to moderate even with existing companies that are well established such as McDonald. 

	Threat of substitutes
	This is to investigate companies that are able to replace KFC in the industry. The potential of local restaurant to become the substitutes towards KFC. KFC is from a food industry that the switching cost is close to zero where the other fast food chains with a big presence such as McDonalds, Wendy’s and others are operating in the country that KFC is operating. The threat of substitutes is considered high for KFC. 

	Bargaining power of customers
	The concentrated customer base increases the bargaining power of KFC where the buyer will have a high number which will allow the business to have a higher sales. This allows KFC to increasing their sales. 

	Bargaining power of supplier
	Depending on region, the bargaining power of supplier are considered high due to the demands that are in the other competitors. This force is strong when the cost to switch from one supplier to another would be high for the buyer which is KFC. Due to KFC being in the industry long enough they are able to adapt with this issue and are able to find alternative to ensure that it is in their favours. 


Table 4: Further explanation of Porter’s Five Forces
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