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1

Executive Summary

International fast food chain enterprises are full of expectations for sustainable development, which is bound to constantly adapt to its internal and external environment, find new opportunities and face new challenges, and adopt targeted development strategies according to local conditions to cope with the changing business environment. Taking Pizza Hut as the research object, this report uses a variety of frameworks and models to analyze the current and future external and internal environments facing the fast food chain. The first model used is the PESTEL analysis, which is used primarily to assess the impact of consumer preferences, economic conditions and regulatory changes. The second model is SWOT analysis, which is mainly used to evaluate the strengths, weaknesses, opportunities and threats of Pizza Hut. In addition, this report also uses Porter's five forces model and VRIO model to analyze Pizza Hut's competition, to determine its opportunity to improve operations. In order to remain competitive, Pizza Hut should constantly innovate and differentiate its products, differentiate itself from competitors, and focus on new development opportunities to attract and retain customers. Pizza Hut must learn to size up the situation, attach importance to and constantly adapt to the new internal and external environment changes, mitigate potential threats, adjust and optimize the enterprise development strategy timely, strive to improve customer loyalty to its brand, give full play to the brand effect, to ensure that the enterprise in the complex environment full of opportunities and challenges in an invincible position.

1 [bookmark: _Toc23080]Introduction
Pizza Hut is one of the world's largest and most successful pizza restaurant chains, with a history spanning over six decades. Founded in 1958 in Wichita, Kansas, Pizza Hut has since expanded to different locations worldwide, serving millions of customers every day (Pizza Hut Brand Blog, 2022). However, the fast-food industry is rapidly evolving, with changing consumer preferences, emerging technology, and increasing competition. To remain competitive and successful, a fast-food chain like Pizza Hut must continue evolving and adapting to its internal and external environment, identifying new opportunities, overcoming challenges, and developing effective strategies to respond to an ever-changing business environment. This report will analyse Pizza Hut's current and future external and internal environments using various frameworks and models. The first model is the PESTEL analysis, which will evaluate the impact of changing consumer preferences, economic conditions, and regulations. The second model, SWOT analysis, will assess the strengths, weaknesses, opportunities, and threats of Pizza Hut. Finally, this report will conduct a competitive analysis using Porter's Five Forces model and VRIO model, which will identify opportunities for operational improvement.
2 [bookmark: _Toc26702]Pizza Hut’s PESTEL Analysis
The political, economic, sociocultural, technological, environmental, and legal (PESTEL) analysis is a valuable tool for evaluating the external environment in which Pizza Hut operates. 
2.1 [bookmark: _Toc28584]Political Analysis
Pizza Hut operates in a politically unstable industry and is subject to various internal and external political factors that can impact its operations. According to Markus (2022), Pizza Hut, like many international businesses, has been affected by geopolitical events such as Russia's 2022 invasion of Ukraine, which led to international sanctions against Russia. Liadze and others (2022) note that this resulted in many franchises leaving the Russian market, thereby negatively impacting the sales of Pizza Hut. 
2.2 [bookmark: _Toc30436]Economic Analysis
Changes in internal and external economic conditions have also significantly impacted the fast-food industry, including Pizza Hut. The COVID-19 pandemic significantly impacted the economy and the fast-food industry. Bhushan (2020) notes that lockdowns and restrictions on dining out resulted in reduced sales and revenue by 6% in the first half of 2020 as compared to the same period in 2019. Overall, changes in economic conditions, such as recession, inflation, and increase in prices, have significantly impacted Pizza Hut. 
2.3 [bookmark: _Toc12614]Sociocultural Analysis
Changing sociocultural factors have also had a significant impact on Pizza Hut. Jensen and Schwartz (2021) note that one such external factor is the increasing focus on health and sustainability. As consumers become more health-conscious, they avoid fast food or opt for healthier options. This shift in consumer preferences towards more nutritious and sustainable food options has impacted demand for Pizza Hut, leading to declined sales of unhealthy foods. Therefore, Pizza Hut should consider offering healthier pizza toppings or introducing new menu items that cater to this trend, such as vegetarian or gluten-free options.
2.4 [bookmark: _Toc23059]Technological Analysis
Technological advancements have also significantly impacted Pizza Hut both internally and externally. Externally, Chang and Meyerhoefer (2021) observe that the growing use of online platforms and delivery services for ordering and payment processing has made it easier for customers to order from Pizza Hut leading to an increase in online sales. For this reason, adopting new technologies can improve its operations and customer experience. Kakani and others (2020) note that Pizza Hut could potentially implement artificial intelligence and machine learning algorithms to optimize its supply chain management processes and improve efficiency.
2.5 [bookmark: _Toc16193]Environmental Analysis
Growing concerns about environmental sustainability and climate change have become essential factors for many consumers, including in the fast-food industry when making purchasing decisions. Wolfson and others (2022) note that there has been increasing public awareness of environmental sustainability; thus, consumers are becoming increasingly conscious of the environmental impact of their purchasing decisions and may prefer to choose brands that demonstrate a commitment to sustainability. To keep up, Pizza Hut needs to implement sustainable practices such as reducing food waste, using eco-friendly packaging, and sourcing ingredients from sustainable and ethical suppliers. Thamagasorn and Pharino (2019) note that Pizza Hut could focus on efficient energy and resource usage to prevent energy wastage which could negatively impact the environment. 
2.6 [bookmark: _Toc31396]Legal Analysis
Legal requirements related to food safety, health and safety, and employment laws are essential considerations for Pizza Hut's operations. Governments worldwide are implementing various labor laws and regulations to protect workers' rights, including minimum wage laws, paid leave policies, and employee benefits (Fisk and Reddy, 2020). Pizza Hut must adhere to food safety laws and regulations and ensure that food is prepared and served safely and hygienically. Failure to comply with these regulations can result in legal and reputational risks (Nayak and Waterson, 2019). Therefore, Pizza Hut must implement all these policies and procedures to retain its corporate success.
3 [bookmark: _Toc7678]Competitive Analysis
A competitive analysis is a framework that helps organizations identify and evaluate their competitors and their competitive environment to gain insights into their competitive advantage. This section will explore Porter’s five forces and the VRIO analysis of Pizza Hut.
[bookmark: _Toc30715]3.1 Porter’s Five Forces
Porter's Five Forces model is a tool used to analyze the competitive environment of an industry. The five forces include the bargaining power of suppliers, the threat of new entrants, the bargaining power of buyers, the threat of substitute products, and the intensity of rivalry among existing competitors (Dobbs, 2014). This part will analyse the five forces' relevance to Pizza Hut’s internal and external market position.
[bookmark: _Toc29066]3.1.1 Bargaining Power of Suppliers
Pizza Hut has an extensive network of suppliers for ingredients, equipment, and other necessary supplies (Mukucha et al., 2021). As a large chain, it may have some bargaining power to negotiate better prices and terms with its suppliers. However, suppliers of Pizza Hut's competitors may also impact the company's position in the market. According to Nugraha and others (2019), if a competitor can secure better deals with suppliers, it may offer lower prices or higher-quality products than Pizza Hut. This can lead to lower revenues and reduced profitability for Pizza Hut.
[bookmark: _Toc22332]3.1.2 Threat of Substitutes
Substitutes are products or services that fulfil a similar need or purpose to a company's offering but are not necessarily identical in nature. Pizza Hut may minimize the threat of substitutes internally by offering unique products or services that are difficult to replicate. For instance, Itani and others (2019) note that the company has introduced new menu items or promotions that differentiate it from competitors and give customers a compelling reason to choose Pizza Hut. However, the emergence of external new substitutes, such as cheaper delivery services or more diverse menus, can erode Pizza Hut's market share (Janssen et al., 2018). Pizza Hut must, therefore, constantly innovate and differentiate itself from competitors to attract and retain customers. 
[bookmark: _Toc13367]3.1.3 Bargaining Power of Buyers
According to Kaung (2019), Pizza Hut can have some internal control over the bargaining power of buyers through its pricing and promotional strategies. As a result, high customer satisfaction and loyalty levels mean that buyers may be less likely to negotiate aggressively on prices or switch to competitors. However, Pizza Hut needs to be responsive to customer needs and preferences. Any negative publicity or quality issues can impact customer satisfaction and bargaining power. Namin (2017) notes that when buyers perceive they can get a better deal or higher quality products elsewhere, they may switch to competitors and reduce Pizza Hut's market share. Therefore, Pizza Hut needs to continually improve its offerings and maintain strong customer relationships to minimize the bargaining power of buyers.
[bookmark: _Toc9091]3.1.4 The Threat of New Entrants
Senduk and others (2021) note that as an established player in the pizza industry, Pizza Hut has some advantages over potential entrants, like a strong brand reputation, an established supply chain, and economies of scale. As a result, it becomes difficult for new entrants to compete on price or quality. However, new entrants can potentially enter the market with lower costs and better services, which can pressure Pizza Hut's profitability externally (Laužikas et al., 2016). Therefore, Pizza Hut must continually innovate and differentiate its offerings to minimize the threat of new entrants. It must also be vigilant and responsive to market trends and emerging competitors. 
[bookmark: _Toc29083]3.1.5 Competitive Rivalry
Pizza Hut must offer high-quality products at competitive prices and promote them effectively to attract and retain customers.  However, Rajput and Gahfoor (2020) note that Pizza Hut’s competitors, like Domino's Pizza, Papa John's, and Little Caesars, also offer high-quality pizzas at similarly competitive prices and at sometimes even higher service quality. As such, Pizza Hut must differentiate itself from competitors through unique menu items, promotions, or customer service. Hanaysha also (2016) notes that competitive rivalry is generally high in the food service industry, as many players compete for market share. Therefore, Pizza Hut must continually adapt to changing market conditions and differentiate its offerings to maintain its competitive position. In the same industry, competition should be an eternal way of communication. Therefore, Pizza Hut must adapt to the changing market conditions, focus on the product development of competitors, and focus on the analysis of consumer preferences of the enterprise, constantly develop new products and make them different, to maintain its competitive position.
[bookmark: _Toc26445]3.2 VRIO Analysis
VRIO analysis is a strategic tool used to evaluate a business or organisation's internal resources and capabilities. It includes valueable, rarity, imitability, and organisation.
[bookmark: _Toc2676]3.2.1 Valuable
Internally, Pizza Hut has a well-established supply chain, distribution network, and franchising system. According to Abezie (2020), this resource is valuable because it allows the company to deliver high-quality pizzas quickly and efficiently to customers. Additionally, Pizza Hut has implemented innovative technologies such as online ordering and contactless delivery to differentiate itself from competitors. It is also not easily imitable because replicating Pizza Hut's operations requires significant investments in infrastructure and logistics (Shaikh and Qazi, 2019). Externally, Pizza Hut has a strong brand image and recognition in the pizza industry. This resource is valuable because it allows the company to attract customers and charge a premium price (Senduk et al., 2021). Therefore, Pizza Hut’s value lies in its strong brand recognition and efficient corporate operations that contribute to its success. 
[bookmark: _Toc26549]3.2.2 Rarity
A rare resource or capability gives a company a competitive advantage because it is not widely available or easily replicable. Internally, Shaikh and Qazi (2019) note that Pizza Hut possesses rare resources and capabilities unique to its organisation and not easily replicated by competitors. For instance, its internal supply chain and distribution network are considered exceptional resources because of the exclusive partnerships with suppliers or logistics providers that it has developed over time. Externally, Pizza Hut's brand is considered a rare resource. The company has built a strong brand recognised and valued by customers over the years, giving it a competitive edge over other pizza chains (Laužikas et al., 2016). This rarity in the brand leads to increased customer loyalty and a higher willingness to pay for Pizza Hut's products and services than competitors. 
[bookmark: _Toc16770]3.2.3 Imitability
Imitability refers to the degree to which a resource or capability can be replicated by competitors. Pizza Hut's supply chain and distribution network may be difficult to imitate because it has developed unique processes and relationships with suppliers and logistics providers. However, if their pizza recipes are not protected legally by intellectual property laws, they are imitated by competitors like Domino’s Pizza and Papa John’s (Thampapillai, 2015). Still, Pizza Hut's brand may be copied by unscrupulous rivals as they can mimic Pizza Hut's logo, messaging, and marketing campaigns, potentially diluting the value of the brand over time. Additionally, competitors may be able to copy Pizza Hut's menu items or offer similar promotions to attract customers (Matejowsky, 2020). As a result, Pizza Hut must constantly innovate and differentiate itself from competitors while maintaining strong brand loyalty to maintain its competitive advantage. 
[bookmark: _Toc20063]3.2.4 Organisation
Internally, Pizza Hut's organisational structure and culture impact its ability to utilise its resources effectively. For instance, a strong culture of innovation and collaboration allows the company to leverage its proprietary technologies and unique processes fully (Fajar, 2019). Externally, Pizza Hut's partnerships with suppliers and logistics providers impact its ability to organise its supply chain and distribution network effectively. A strong partnership with reliable suppliers and logistics providers helps ensure the company can efficiently deliver products to customers (Mukucha et al., 2021). The degree to which Pizza Hut can effectively organise its resources and capabilities can impact its ability to maintain a competitive advantage in the market. 

4 [bookmark: _Toc10918]Pizza Hut’s SWOT Analysis
SWOT analysis is a commonly used tool to assess an organization's internal strengths and weaknesses and external opportunities and threats. (Benzaghta et al, 2021). The company can gain a deeper understanding of the factors contributing to its success and identify areas for improvement. Table 1 below is a summary of the SWOT analysis discussed in this paper. 
Table 1: Pizza Hut’s SWOT analysis.
	Strengths
· Strong brand recognition
· Strong financial position
	Weaknesses
· Dependence on franchisees
· Slow adoption of technology

	Opportunities
· Expansion into new markets
· New product development
	Threats
· Increased competition
· Inflexible menu



4.1 Strengths
Pizza Hut’s primary strength includes brand recognition and established supply chain management. This is crucial since they have the advantage of brand loyalty by consumers. Internally, the company has a strong financial position, recording an annual revenue of 1.2 billion U.S. dollars in 2020 (Yum, 2020). This allows it to invest in research and development to maintain and improve its capabilities.
4.2 Weaknesses 
Pizza Hut's weaknesses include its high dependence on franchisees. Franchisees operate over 80% of Pizza Hut's restaurants, and this high reliance could lead to a lack of control over quality standards and inconsistent customer experiences (Emerson and Trautman, 2020). Externally, Pizza Hut has been criticized for its slow adoption of digital technologies, such as mobile ordering and delivery tracking, which has disadvantaged it compared to its competitors (Chen et al., 2020). Additionally, Pizza Hut's online presence is limited, which can limit its reach and customer engagement, lead to lost sales and cause lower customer satisfaction (Singh and Sarangal, 2021).
4.3 Opportunities
Pizza Hut has the potential to expand into new markets, especially internationally, such as developing countries in Asia and Africa. This can be done by leveraging its reputation as a well-known brand to expand its customer base and market share (Iyer et al., 2016). Internally, Pizza Hut can adopt new technologies in product innovation, such as mobile ordering and delivery tracking systems, to streamline its operations and enhance customer experience (Kumar, 2015).
4.4 Threats
Pizza Hut's threats include increased competition. Slack et al. (2021) note that the pizza industry is highly competitive, with numerous local and national players vying for market share. In addition, the emergence of new competitors, such as food delivery apps, can threaten Pizza Hut's market position and customer base. On the other hand, the main internal threat is limited innovation and flexibility. According to Gogoi (2022), Pizza Hut's reliance on its existing business model and menu offerings can limit its ability to respond to changing consumer preferences and market trends. As a result, the company is slow to introduce new products or adopt new technologies, which can put it at a disadvantage compared to more agile and innovative competitors. Therefore, Pizza Hut needs to develop strategies to address these threats to remain competitive in the market.

5 [bookmark: _Toc19503]Conclusion
Pizza Hut operates in a highly competitive fast-food industry, which is impacted by various external and internal factors. The external factors include political events, economic conditions, social trends, technological advancements, environmental concerns, and legal requirements. Pizza Hut's internal environment has strengths such as strong brand recognition, established supply chain management, and robust product innovation capabilities. However, it also faces weaknesses such as high dependence on franchisees, slow adoption of digital technologies, and limited menu offerings compared to its competitors. To remain competitive, Pizza Hut needs to focus on opportunities, such as expanding into new markets, adopting new technologies and diversifying its menu, while mitigating potential threats, such as changing consumer preferences, increasing competition from other fast food chains and economic recession, avoiding vicious competition in the same industry and minimizing adverse effects. Furthermore, Pizza Hut can capitalise on emerging trends such as the rise of delivery services and the shift to healthier eating habits, unimpeded access to information and developed the right strategic plan to continue to expand its brand influence and maintain its brand effect.
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