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Executive Summary
This report briefly illustrates the present global economy situation and how it affects restaurants in the fast-food industry, and mainly discusses about KFC., also known as Kentucky Fried Chicken, which is a fast-food restaurant chain founded by Colonel Harland Sanders. More specifically, the paper talks about the current and future external and internal environments towards KFC, using models including PESTEL, Porter’s Five Forces and McKinsey’s 7S Framework. It then critically evaluates the current and future external and internal positions about KFC by using SWOT analysis and concludes the analysis with 5 key findings identified in the paper. Based on the analysis and findings, proper recommendations will be provided. Finally, there will be a brief summary of the report. Appendices and references will be listed at the end of this paper.


Introduction
This report has been commissioned in response to the growing concerns about the global economy and its impact on the fast-food industry. The global economy faces challenges such as political instability, trade tensions, and the COVID-19 pandemic, which have led to significant disruptions in various industries, including the fast-food sector (Gopinath, 2020). The fast-food industry has been severely impacted by the changing consumer preferences, the rise of health-conscious consumers, and increased competition.

In this context, this report focuses on KFC, a leading fast-food chain specializing in fried chicken, which operates as a subsidiary of Yum! Brands. KFC was founded by Colonel Harland Sanders in 1952 and has since grown to become one of the world's most popular fast-food chains, with over 25,000 outlets in more than 145 countries (Statista, 2021). The company has achieved tremendous success through its innovative marketing strategies, quality products, and strong global presence.

The objective of this report is to examine the internal and external factors that influence KFC's performance and competitiveness in the fast-food industry. To achieve this, the report employs various strategic frameworks, including PESTEL, SWOT, Porter's Five Forces, and McKinsey's 7S Framework, to analyse KFC's current situation and prospects. The analysis will identify key issues that KFC must address to maintain its competitive advantage in the face of global economic challenges. Based on these findings, recommendations will be provided to help KFC adapt and maintain its position in the industry.


Main Findings (Analysis of KFC Using Strategic Frameworks)
In this section, we analyse KFC's internal and external environments using PESTEL, Porter's Five Forces, McKinsey's 7S Framework and SWOT. Each framework is briefly defined and explained before applying it to KFC. Then with specifically analysis within KFC’s cases, and 5 key pints are specifically discussed within the following passage.



PESTEL Analysis
PESTEL is a strategic management tool used to analyse the macro-environmental factors affecting a business (PestleAnalysis.com, 2020). The analysis identified the following key factors affecting KFC: Political Factors such as food safety regulations, Economic Factors such as economic slowdowns, Social Factors such as changing consumer preferences, Technological Factors such as the adoption of online ordering and delivery, Environmental Factors such as the need for environmentally sustainable practices, and Legal Factors such as compliance with various regulations. This report focuses on two significant aspects: political and technological factors.

Political Factors:
1. Regulation and food safety standards: As a global fast-food chain, KFC must adhere to various food safety regulations in different countries. For instance, KFC has to comply with the FDA's food safety regulations in the United States (FDA, 2021) and similar regulations in other countries, such as the Food Safety and Standards Authority of India (FSSAI) in India (FSSAI, 2021). Non-compliance can result in fines, penalties, or even closure of outlets.
2. Trade policies: KFC's global supply chain can be affected by changes in international trade policies, such as tariffs, import restrictions, and export regulations. For example, the US-China trade war in the late 2010s led to increased tariffs on various goods, which may have impacted KFC's supply chain and cost structure (Amadeo, 2021). In 2018, the US imposed tariffs on Chinese goods worth $250 billion, and China retaliated with tariffs on US goods worth $110 billion (CNBC , 2018). These trade tensions could have affected KFC's operations and sourcing decisions, particularly in the Asia-Pacific region.
3. Political stability: KFC's operations in various countries can be influenced by the political stability of those regions. Unstable political situations, such as civil unrest or government instability, can impact KFC's ability to operate smoothly and maintain consistent supply chains. For example, during the Arab Spring in the early 2010s, KFC had to temporarily close some of its outlets in Egypt and Tunisia due to widespread protests and unrest (Reuters, 2011).

Technological Factors:

1. Digitalization and e-commerce: KFC has been investing in digital technology to enhance customer experience and streamline operations. The company has implemented online ordering, mobile apps, and digital kiosks in many of its outlets, which has contributed to an increase in sales. According to Yum! Brands' 2020 Annual Report, their digital sales reached $17 billion, a 45% increase compared to 2019 (Yum! Brands, 2020).
2. Automation and AI: KFC has started to incorporate automation and artificial intelligence (AI) in its operations. For example, the company has tested robotic kitchen assistants that can fry chicken and has experimented with AI-driven voice assistants to take orders in drive-thru lanes (Vincent, 2020). In 2021, KFC China partnered with Baidu to launch an AI-powered robot called "Dumi" that can take orders in Mandarin and understand various Chinese dialects (South China Morning Post, 2021). These technological advancements can help KFC increase efficiency and reduce labour costs.
3. Social media and digital marketing: The widespread use of social media platforms has created new opportunities for KFC to engage with its customers and promote its brand. KFC has a strong presence on various social media platforms, such as Facebook, Instagram, and Twitter, and uses digital marketing strategies to target specific customer segments and drive brand awareness. In 2015, KFC launched its "Finger Lickin' Good" campaign on social media, which resulted in a 40% increase in positive brand sentiment and a 10% increase in sales in the UK (Campaign, 2015).


In conclusion, KFC is affected by various political factors such as regulation, trade policies, and political stability. On the technological front, KFC is embracing digitalization, automation, AI, and social media to enhance its operations and customer experience.


Porter's Five Forces Analysis
Porter's Five Forces is a strategic management tool that assesses the competitive forces within an industry (Porter, 1979). The analysis identified the following key factors affecting KFC's competitive environment: a low threat of new entrants due to brand recognition and established supply chain, significant bargaining power of buyers and suppliers, a high threat of substitute products such as home-cooked meals or healthier options, and intense competitive rivalry. In this report, the Bargaining Power of Suppliers would be the main object.

Bargaining power of suppliers:
1. Concentration of suppliers: According to a report by De Vries (2021), Tyson Foods supplies about 50% of KFC's chicken in the US, while Pilgrim's Pride supplies approximately 30% (Kerby, 2013). This concentration of suppliers can increase their bargaining power.
2. Importance of ingredients: As mentioned in a case study by Hoskisson et al. (2016), high-quality chicken is critical for KFC's success, and the company cannot compromise on quality without risking its brand image. The importance of high-quality chicken increases the bargaining power of suppliers.
3. Vertical integration: Yum! Brands' annual report (2021) highlights its efforts to integrate vertically in its supply chain. In China, the company owns and operates more than 60% of its poultry farms (Gong et al., 2019). This vertical integration helps reduce the bargaining power of suppliers by giving KFC more control over its supply chain.
4. Alternative suppliers: According to Davies (2015), KFC has successfully switched to alternative suppliers for ingredients like oil and packaging materials in response to various challenges, such as the 2013 horsemeat scandal in Europe. This ability to find alternative suppliers helps lower the bargaining power of suppliers in those categories.
5. Supplier relationships: As stated in Yum! Brands' annual report (2021), the company emphasizes strong relationships with its suppliers and has established a Supplier Code of Conduct to ensure ethical sourcing (Soundararajan et al., 2017). These long-term relationships can help reduce the bargaining power of suppliers, as both parties benefit from a stable and collaborative partnership.

In conclusion, the bargaining power of suppliers for KFC is moderate. While the concentration of suppliers and the importance of core ingredients like chicken can increase their bargaining power, KFC's vertical integration, ability to find alternative suppliers, and strong supplier relationships help to mitigate this power.


McKinsey's 7S Framework
The McKinsey 7S framework is a management model developed by Tom Peters and Robert Waterman in the 1980s. It consists of seven interconnected elements: strategy, structure, systems, shared values, skills, style, and staff (Jurevicius, 2021). In this analysis, we will focus on KFC's structure, which refers to the way an organization is organized, how it is divided into different units, and how these units coordinate and communicate with each other.

KFC (Kentucky Fried Chicken) is a global fast-food chain specializing in fried chicken. It is a subsidiary of Yum! Brands, which also owns Pizza Hut and Taco Bell. In terms of structure, KFC can be characterized as a divisional organization with a functional overlay. The company's structure comprises the following aspects:

Structure

1. Geographical divisions: KFC's annual report (2021) indicates that the company operates in various regional divisions, such as North America, Europe, Asia, Middle East, and Africa. This divisional structure allows KFC to cater to local tastes and preferences, enhancing its market penetration and performance in each region.
2. Functional departments: According to Yum! Brands' annual report (2021), KFC has functional departments within each division, including marketing, operations, finance, and human resources. These departments collaborate to achieve the company's objectives and implement its strategy, ensuring streamlined operations and efficient resource allocation.
3. Franchise model: As per Statista (2021), over 80% of KFC's outlets are franchise-owned. The franchise model has contributed to KFC's rapid expansion, with the number of outlets increasing from around 20,000 in 2016 to more than 25,000 in 2021 (Yum! Brands, 2021). This model allows KFC to maintain control over its brand image and operational standards while expanding its presence worldwide.

In conclusion, KFC's structure can be described as a combination of geographical divisions and functional departments, with a strong emphasis on the franchise model for its operations. This structure allows KFC to adapt to local market conditions while maintaining a consistent brand image and operational standards across its global operations.


SWOT
SWOT analysis is a strategic management tool that examines a company's internal strengths and weaknesses and its external opportunities and threats (Hill & Westbrook, 1997). The analysis identified KFC's strengths such as strong brand recognition and global reach, weaknesses such as limited menu offerings and limited appeal to health-conscious customers, opportunities such as capitalizing on emerging trends and diversifying menu offerings, and threats such as intense competition and changing consumer preferences. This report identifies the strengths of KFC using the SWOT analysis.

Strengths
1. Strong brand recognition: KFC is one of the world's most recognized fast-food chains, with more than 25,000 outlets in over 145 countries (Yum! Brands, 2021). According to a ranking by BrandZ in 2021, KFC was the fifth most valuable fast-food brand globally, with a brand value of $17.24 billion (Kantar, 2021). This strong brand recognition contributes to its competitive advantage in the fast-food industry (Schrempf-Stirling & Palazzo, 2016).
2. Unique product offerings: KFC's secret blend of 11 herbs and spices used in its Original Recipe Chicken has been a key differentiating factor for the company since its inception (Smith, 2016). A study by Han et al. (2018) found that product differentiation, like KFC's unique recipe, is an essential factor for success in the fast-food industry.
3. Global presence: KFC's extensive global presence allows the company to benefit from economies of scale and reach a wide range of customers. According to Yum! Brands' annual report (2021), KFC generated 61% of its revenue from international markets, demonstrating its global appeal.
4. Strong franchise model: KFC's franchise model has contributed to its rapid expansion, with the number of outlets increasing from around 20,000 in 2016 to more than 25,000 in 2021 (Yum! Brands, 2021). This model allows KFC to maintain control over its brand image and operational standards while expanding its presence worldwide (Grün hagen & Mittelstaedt, 2005).
5. Focus on innovation: KFC has been proactive in adopting new technologies to improve its operations and customer experience. For instance, in 2020, KFC announced a partnership with Grubhub, an online food delivery platform, to expand its delivery services in the United States (Yum! Brands, 2020). Additionally, KFC has been testing drone deliveries in China as of 2021, showcasing the company's willingness to embrace innovative solutions (China Daily, 2021).
6. Strong position in emerging markets: KFC has a strong position in emerging markets, particularly in China, where it has more than 7,300 outlets (Yum! Brands, 2021). According to a report by McKinsey & Company (2019), the middle-class population in China is projected to reach 550 million by 2022, which represents a significant growth opportunity for KFC to capitalize on the increasing consumer spending in these markets (Farhoomand & Zhang, 2012).

In conclusion, KFC's strengths include strong brand recognition, unique product offerings, global presence, a strong franchise model, focus on innovation, and a strong position in emerging markets. By leveraging these strengths, KFC can continue to maintain its competitive advantage in the fast-food industry and capitalize on growth opportunities, particularly in emerging markets.

Recommendations
Based on the analysis above, here are five realistic recommendations that can assist KFC and its marketing department:

1. Strengthen supplier relationships and diversification: To reduce the bargaining power of suppliers and minimize supply chain risks, KFC should continue to strengthen its relationships with existing suppliers and diversify its sources. This diversification can include finding alternative suppliers for key ingredients, as well as exploring local and sustainable sourcing options to cater to the growing demand for environmentally friendly and ethically sourced products.
2. Enhance digital and mobile capabilities: KFC should continue investing in digital and mobile technologies to improve customer experience and streamline operations. This can include further developing its mobile app, optimizing its website for online ordering, and integrating customer loyalty programs. Additionally, KFC can explore partnerships with food delivery platforms to expand its reach and offer more convenience to customers.
3. Leverage data-driven insights for targeted marketing: KFC should make use of data analytics to better understand its customers and their preferences, allowing for more targeted and personalized marketing campaigns. This can involve analysing customer behaviour data, such as purchase history and online engagement, to create tailored promotions, offers, and content that resonate with specific customer segments.
4. Expand menu offerings with a focus on health and sustainability: In response to the growing demand for healthier and more sustainable food options, KFC should consider expanding its menu to include more plant-based, low-calorie, and eco-friendly options. This can help KFC cater to changing consumer preferences and tap into new market segments, as well as contribute to a positive brand image in terms of social responsibility and environmental awareness.
5. Invest in automation and AI technologies to improve operational efficiency: KFC should continue to explore the potential of automation and AI technologies to enhance its operations. This can include implementing robotic kitchen assistants for repetitive tasks, using AI-driven voice assistants for order-taking, and employing data analytics to optimize inventory management and supply chain processes. By leveraging these technologies, KFC can increase efficiency, reduce labour costs, and maintain a competitive edge in the fast-food industry.


Conclusion
In conclusion, KFC is a well-established fast-food chain with a strong brand recognition, unique product offerings, extensive global presence, and a successful franchise model. Despite facing challenges such as the bargaining power of suppliers and the need to adapt to changing market trends, KFC has been proactive in embracing digital technologies, automation, and artificial intelligence to enhance its operations and customer experience. By focusing on strengthening supplier relationships, enhancing digital capabilities, leveraging data-driven insights for marketing, expanding menu offerings with a focus on health and sustainability, and investing in automation and AI technologies, KFC can maintain its competitive edge and continue to thrive in the fast-food industry.
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