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The quick-service restaurant industry is growing at a rapid pace trying to keep up with market demands.  As family lifestyles become more hectic and as more households are occupied with single individuals, consumers are looking to find quick meals as alternatives to dining out and cooking at home.  Due to these trends, fast food restaurants, such as Taco Bell, have risen to the top of the leader boards.  Now consumers can have a quick, hot meal in less than five minutes. 
The goal of this report is to make recommendations on how Taco Bell can improve its current and future strategic position in the quick-service restaurant industry.  Our team begins by discussing a brief overview of Taco Bell and its owner, Yum! Corporation, history, and background.  Then, we will analyze Taco Bell’s current situation, specifically their performance, mission, objectives, strategies, principles, and supplier’s code of conduct.  Since Taco Bell is owned by Yum! Corporation, Taco Bell’s current situation will be inline with Yum! Corporation’s current status.   In other words, Taco Bell’s mission, objectives, strategies, principles, and supplier code of conduct will be the same as the ones created by Yum! Corporation.  Moreover, we will analyze Taco Bell’s (Yum! Corporation’s) corporate governance including their Board of Directors and top management.  Following this, we will provide a S.W.O.T. analysis as a means of identifying the strengths and weakness in the internal environment of the company. Also, opportunities and threats will be examined in the external environment of the company.  Finally, we will conclude with an analysis of the strategic SWOT factors, alternatives and recommendations, ways of implementation, and determine the best way for evaluating and controlling these measures. 
BACKGROUND
Taco Bell
The slogan “Think Outside the Bun” is a recognized philosophy created by a nationwide leader in the Mexican-style restaurant chain known as Taco Bell.  Taco Bell is known for their delicious tacos, burritos, specialty quesadillas, nachos, and much more.  Their menu items are targeted toward customers who want alternative choices to the traditional fast-food hamburger.  The company was founded by a man named Glen Bell who was only 23-years-old when he first opened a hot dog stand in San Bernardino, California in 1946.  With no professional training, Glen learned the quick-service business by practice.  Between 1954 and 1955 he opened three Taco-Tia stands.  After selling his three stands, Glen used his savings to open the first Taco Bell in Downey, California on March 21, 1962.  Seven years later, Glen split Taco Bell’s stock and went public in 1969. In 1975, Glen announced his resignation as Chairman of the Board and sold 868 Taco Bell stores to PepsiCo, Inc.  The deal was six months in the making and ended with Glen Bell as a major PepsiCo shareholder and millions richer.  In October of 1997, PepsiCo, Inc. joined Tricon Global Restaurants who later changed their name to Yum! Brands, Inc. In 2005, Taco Bell grew to over 5,840 restaurants in the United States.  The company’s growth and success has made it one of the top fast food chains in the world.
YUM! Corporation
Yum! Corporation is a global, publicly traded, Fortune 500 company based out of Louisville, Kentucky.  Specifically they are ranked #253 on Fortune’s list.  They are the world’s largest quick-service company with over 4,000 company and franchise-owned restaurants worldwide.  The corporation was started by Pepsi Company in 1997 as a means to sell Pepsi products to the general public, thus creating a new distribution channel for final sale.  Yum! Corporation consists of four other companies in addition to Taco Bell which are Long John Silver’s, KFC, Pizza Hut, and A&W.  Yum! Corporation was originally Tricon Global Restaurants Inc., but the name was changed in 2001 to the friendlier Yum!.  Yum! Corporation continues to grow and prosper with more than 35,000 restaurants in over 110 countries.  Yum! Corporation’s four companies continue to be the global leaders of the chicken, quick-service seafood, pizza, and Mexican-style food categories. 
CURRENT SITUATON

Current Performance
Yum! Corporation is currently led by President David C. Novak and their finances are handled by JP Morgan Chase.  The quick-service industry is experiencing growth at a rapid pace.  In 2007, the Yum! Brands generated more than $10 billion in total revenue which included the company’s sales and franchise fees generated all across the globe. The company’s United States segment contributed over $3 billion in total revenue.  Taco Bell helped Yum! Corporation generate its sales by serving over 35 million customers each week in its 5,843 restaurants in the United States.
The company is doing exceptionally well in terms of market share, profitability, and return on investment.  Yum! Corporation currently has 59% of the market share in the quick-service restaurant industry.  In respect, Taco Bell reported to have 58% market share in the Mexican QSR segment.  Yum! Corporation has experienced sales growth of 10% and revenue growth of 3% within the past year.  Although the company has experienced sales growth, they expect a negative impact on sales of about 4% for the next year due to refranchising activity, meaning that company restaurant sales are replaced with franchise sales therefore reducing total assets.  Also, their restaurant margin is predicted to decrease one point due to inflation within the next year.  With all of the predicted shortcomings, Yum! Corporation still managed to generate a return on investment capital of 18%.  In addition, earnings per share were 12% or $1.89 per share.  Operating profit was also reported as 11%.
Strategic Posture
Mission Statement
Yum! Corporation’s mission statement is not clearly stated; however it is implied as a vision statement.  The difference between the two statements is that a mission statement identifies the company’s purpose and current state, while a vision statement focuses on their future ideal state.  Yum! Corporation’s vision statement is stated as the following:


“Yum! Brands is committed to continuing the success realized during our first ten 
years. Our success has only just begun as we look forward to the future, one 
which promises a long runway for growth, especially on an international level” 
The company’s vision statement clearly identifies its current success and its plan to continue this success into the future by growing particularly in their international affairs. The statement does not follow the guidelines as a traditional vision statement because it should be inspirational, challenging, and straight to the point.  Their vision statement is not focused into a single, motivating statement.
Objectives

Yum! Corporation’s main objective it to “Maintain a consistent commitment to deliver at least 10% EPS growth annually” (“Yum!”).  In order to achieve this goal they will continue to grow internationally, while introducing people worldwide to their exceptional brands.  The company’s objective is very well inline with its vision statement.  It is apparent that they have set out to reach their objective by introducing their brands to international countries some of which include China, France, Morocco, and Australia. Due to the fact that Yum! Corporation pays dividends to their shareholders, they keep their retained earnings which aids in their growth over the years.  In addition to expanding by adding new retail stores, they have found numerous distribution channels such as malls, universities, and charity events. They have even begun combining their subsidiaries into single buildings to provide more variety to their customers.  An example of this union would be a Taco Bell restaurant and KFC restaurant under one roof.  As a result, their earnings per share will increase.
Strategies

The company has four distinct corporate growth strategies to help fulfill their vision and objectives.  Their first strategy is to “Build leading brands across China in every significant category.”  Yum! Corporation has already been successful in their first strategy by introducing more than 3,100 restaurants into China.  “Mainstream China is our number one market for new company restaurant development worldwide.  In 2007, operating profits for the China Division (mainland China, Thailand, and KFC Taiwan) were more than $375 million” (“Yum!”).  Their future forecast is to have over 20,000 restaurants in China.
The second strategy is to “Drive aggressive international expansion and build strong brands everywhere” (“Yum!”).  Yum! Restaurants International (YRI) is a separate division and operates in over 100 countries and territories outside the United States and China.  In 2007, YRI had sales growth of 6%, and operating profit of 18%.  By increasing their stores internationally, Yum! Corporation is gaining more competitive advantage by locating untapped markets.  
The third strategy is to “Dramatically improve U.S. brand positions, consistency and returns” (“Yum!”).  Since Taco Bell is the second largest quick-service restaurant in the United States, opening more of these stand-alone stores and KFC-Taco Bell multi-branding unites will help the company better position their brands.  Improving brand position can also be done by creating more balanced menu items, offering multiple protein/desserts/drink items, providing constant everyday value, and continually contemporizing facilities.  In addition, refranchising will also help Yum! Corporation position themselves better and provide consistency and returns.  Company representatives say, “If our company operations are not getting margins that well exceed our cost of capital, we’ll sell our company to franchisees who can do a better job of running them” (“Yum!”).  Franchising out their restaurants helps Yum! Corporation better manage their business.  If someone else can run their business with higher returns, then the company is willing to give up ownership for the better of the corporation.  
The fourth and final strategy is to “Drive industry-leading shareholder and franchisee value” (“Yum!”).  The company is already a leader in return on invested capital among restaurant companies, large-cap global retailers, and consumer packaged companies with 18% in 2008. Yum! Corporation will continue to be the leader by continuing to make capital investments, making investments in large-scale buybacks, paying generous dividends to shareholders, and growing EPS to double digits.         
Principles
There are six principles that Yum! Corporation continually follows and abides by.  These principles help the company fulfill their mission and objectives.  The first principle is to “Believe in all people.”  This statement refers to the positive potential that the company sees in its employees.  They coach and support every individual to grow to their full capability.  They believe in the diversity that lies within each employee and those individual’s capabilities to make a difference in the company.  The second principle refers to the company being a “Customer Mania.”  This term incorporates the idea that the customer always comes first.  Yum! Corporation makes sure that their customers are always taken care of by hiring great managers and selling to franchisees who build exceptional teams within the company.  “Go for breakthrough” is the third principle which makes the company ask itself, “What can I do NOW to get breakthrough results in my piece of Yum!?”  Yum! Corporation strives for greatness in all divisions of its company.  They believe in pushing ideas to the limits and stepping out of their comfort zone to reach the success level that they have set for themselves.  “Build know how” is the fourth principle.  This principle refers to gaining knowledge through experience.  The company is constantly learning and experimenting to increase the value of the company.  They believe that “breakthroughs come when people with knowledge think creatively” (“Yum!”).  The fifth principle is based on teamwork.  It is very important to foster healthy debates and discussion which results in creative ideas.  “We team together to drive action verses activity” (“Yum!”).  Action leads to success.  The sixth and final principle is recognition.  Yum! Corporation is very involved in hundreds of community and charity events.  They want to be recognized for their social responsibility to the public.
Corporate Responsibility 

Yum! Corporation has a strong desire to help their community and society as a whole. The company started the Yum! Brands Foundation.  The organization supports charities working in the area of hunger relief, youth, education, and the arts through the Foundation Grant Program.  This program has contributed millions of dollars to charities such as Dare to Care Food Bank which is the largest hunger relief program in Kentucky. Other programs include the World Hunger Relief Week Initiative, Animal Welfare Program, YUMeals Program, Pizza Hut BOOK IT!  Program, KFC Colonel’s Scholars, and Taco Bell Teen Programs.  The company also supports the company’s employees who want to participate in the Employee Matching Gift Program or those who just want to donate their time by volunteering in the community.
Supplier Code of Conduct 

A code of conduct is a set of principles and expectations that an individual or group is required to follow based on the specific details of the code.  Yum! Corporation has set a code of conduct for its suppliers that outlines their main beliefs of how their suppliers should conduct business. The code is written as the following:


“Yum! Brands, Inc. (Yum) is committed to conducting its business in an ethical, 
legal, and socially responsible manner. To encourage compliance with all legal 
requirements and ethical business practices…” (“Yum!).
The code of conduct includes four major sections: compliance with laws and regulations, employment practices, audits and inspections, and application.  The first section of the code states that the company’s suppliers must follow all local, federal, and state laws and regulations regarding wages and benefits, worker’s compensation,  working hours, equal opportunity, and worker and public safety.  The second section identifies the employment practices that suppliers should follow such as standard working hours and conditions, no discrimination in hiring employment, no child labor practices, no forced or indentured labor, and proper notification to employees concerning all aspects of their job.  The third code recognizes that all suppliers should conduct regular audits and inspections on their business and employees.  Failure to abide by this code may cause Yum! Corporation to end their relationship with the supplier.  The fourth and final code is a general application statement of the company’s expectations for their suppliers.  “In the event of conflict between the code and the applicable agreement, the agreement shall stand” (“Yum!”).  The agreement covers all aspects of the code and it is the final measure that the company uses as a deciding factor when terminating a supplier.  
CORPORATE GOVERNANCE

Board of Directors

A Board of Directors is a group of elected or appointed individuals who oversees a company’s activities.  Yum! Corporation currently has thirteen members of its board. These members are educated and have many years of experience with the company and/or the quick-service industry.  The following are the members who are on the company’s board of directors:
David C. Novac, is Chairman of the Board of Directors and he has been a member since October 21st, 1997.  David is also Yum! Corporation’s President and Chief Executive Officer and a director for J.P. Morgan Chase.  He serves on the company’s Executive committee which is involved with scheduling agenda topics and preparing recommendations and information for council review.  Previously, he served as Group President and Chief Executive Officer of KFC and Pizza Hut. 
Massimo Ferragamo, has served as a member of the company’s board of since October 7th, 1997 and is a member of the company’s Compensation committee. Massimo is currently Chairman of Ferragamo USA, Inc. and serves as a director of a company called Meyers Jewelry, Inc.   

Robert Holland Jr., has been a member for Yum! Corporation’s Board of Directors since October 7th, 1997 and he is a member of the company’s Audit and Nominating and Governance committees.  The Audit Committee is responsible for overseeing the accounting and financial reporting processes such as reviewing quarterly and annual reports.  The Nominating and Governance committee is responsible for developing policies and procedures for the board to function correctly.  Robert is an industry partner for Smart & Williams, LLC, a private equity investment firm and he has maintained a consulting practice for strategic development and assistance of Fortune 500 companies. Robert has also been President and CEO of Ben & Jerry’s Homemade, Inc. and a director for Mazaruni Granite Products, Carver Federal Bank, Lexmark International, Inc., and Neptune Orient Lines Limited.

Jackie Trujillo, has been elected as a director since October 7th, 1997. She has also been a member of the Board of Harman Management Corporation, one of KFC’s largest franchisees. In addition from 1995 to 2004, she was Chairman of the Board of Harman. 
David Grissom, has been a member since November 21st, 2002 and he is on the company’s Audit committee. He is also the Chairman of Mayflower Capital, Inc., a private investment firm. David has also been Chairman of The Glenview Trust Company, a private trust and management company. In addition, he was a director of Churchill Downs Inc. and Providian Financial Corporation.   

Bonnie Hill, has been a member of the board since March 20th, 2003 and she is a member of the company’s Compensation committee which is responsible for conducting annual reviews for all compensation and benefit elements.  All executive officers must review, approve and submit approval performance measures including senior officers participating in the annual incentive bonus plan.  Bonnie is president of B. Hill Enterprise LLC, a consulting company, and is the founder and Chief Executive Officer of Icon Blue, Inc., a brand operating company.  Currently she is also a director for AK Steel Holding Corporation, Albertson’s Inc., Hershey’s Foods Corporation, The Home Depot, Inc. and the California Water Service Group.  In addition, she has served as President and CEO of Times Mirror Foundation, Senior Vice President of the Los Angles Times, and Dean of the McIntire School of Commerce at the University of Virginia.  

David W. Dorman, has been a member of the board since January 28th, 2005 and he is also a member of the company’s Compensation committee.  David is the Chairman of the board of directors and he is the Chief Executive Officer of AT&T.  In addition to the Yum! Corporation’s board of directors, David also serves as a member on the board of Scientific- Atlanta, Inc. 
Jonathan S. Linen, has been a member of the Board of Directors since January 28th, 2005 and he is a member of the Audit committee.  He is currently Vice Chairman of American Express Company, a worldwide travel and financial services corporation. Jonathan is also a director of Bausch & Lomb, World Monuments Fund and the U.S. Travel & Tourism Promotion Advisory Board.  In addition, he has President and CEO of Shearson Lehman Brothers.

Thomas C. Nelson, has been a member of the board since January 26th, 2006 and he is a member of the company’s Audit committee.  Currently, he is the President and CEO of National Gypsum Company, a building products manufacturer.  Also Thomas also serves as a director of Belk, Inc., and the Carolina’s Healthcare Systems Board of Advisors. In the past, Thomas worked for Morgan Stanley & Co. and for the United States Defense Department as Assistant to the Secretary.
Kenneth G. Langone, has served on the Board of Directors since October 7th, 2007 and he is a member of the Audit and Nominating and Governance Committees.  He is the founder and CEO of Invemed Associates, LLC, a New York Stock Exchange Firm involved with investment and banking.  He is also the founder of Home Depot, Inc., a hardware supply company.  Kenneth has albeen a director ChoicePoint, Inc., Unifi, Inc.

Thomas M. Ryan, has been a member since May, 2002 and he is a member of the Compensation and Nominating and Governance committees.  Thomas is Chairman, Chief Executive Officer, and President of CVS Corporation, an operator of retail pharmacies.  He also served as Chief Executive Officer and President of CVS Pharmacy, Inc.  In addition, Thomas is a director for Bank of America, and Reebok International Ltd.
Sam Su, is a member of the Board of Directors and has been elected Vice Chairman since March 14th, 2008.  Sam is the President of the company’s China Division and he was named President of Greater China for Tricon Global Restaurants International in 1997. 
Robert D. Walter, has been a member of Yum! Corporation’s Board of Directors since May 2008.  Robert is Founder and Executive Director of Cardinal Health, Inc., a global provider of safety health care products and services.  He also serves on the Board of Directors of American Express and on the Board of Trustees of Battelle Memorial Institute and Ohio University. 
Out of the thirteen members of the board, two are internal members and the other eleven are external.  Exhibit one summarizes each of the members in terms of the company they currently work for, their position at the company, the committees they belong to at Yum! Corporation, and whether they are internal or external members.

EXHIBIT 1:


	Name
	Company
	Position
	Committee
	Internal/External

	David C. Novac
	Yum! Corporation
	Chairman, President and CEO
	Executive 
	Internal

	Massimo Ferragamo
	Ferragamo USA
	Chairman
	__
	External

	Robert Holland Jr.
	Ben & Jerry’s Homemade
	President and CEO
	Audit and Nominating/Governance
	External

	Jackie Trujillo
	Harman Management Corporation
	Chairman
	___
	External

	David Grissom
	Mayflower Capital, Inc and The Glenview Trust Company
	Chairman
	Audit
	External

	Bonnie Hill
	Icon Blue, Inc
	Founder, President, and CEO
	Compensation
	External

	David W. Dorman
	AT&T
	Chairman and CEO 
	Compensation
	External

	Jonathan S. Linen
	American Express Company
	Vice Chairman
	Audit
	External

	Thomas C. Nelson
	National Gypsum Company
	President and CEO
	Audit
	External

	Kenneth G. Langone
	Invemed Associates, LLC
	Founder and CEO
	Audit and Nominating/Governance
	External

	Thomas M. Ryan
	CVS Corporation
	Chairman, President, and CEO
	Compensation and Nominating/Governance
	External

	Sam Su
	Yum! Corporation China Division
	Vice Chairman and President
	___
	Internal

	Robert D. Walter
	Cardinal Health, Inc
	Founder and Executive Director
	___
	External


Top Management


Yum! Corporation

David C. Novak, as previously noted is the Chairman, Chief Executive Officer and President of Yum! Corporation. He has been Chairman since January 1st, 2001 and has been CEO since January 1st, 2000.  Novak previously served as Group President and Chief Executive Officer, KFC and Pizza Hut from August 1996 to July 1997.  David’s total annual compensation is a little over $7 million and $2.4 million of his total comes from stock gains.
Jonathan D. Blum, is the Senior Vice President of Public Affairs for the company and he served in this position since July 1997. Jonathan previously served as Vice President of Public Affairs for Taco Bell. 
Anne P. Byerlein, is the Chief People Officer of Yum! Corporation since December 2002.  She was also Vice President for Human Resources for the company from October 1997 to December 2002.  In addition she served as KFC’s Chief People officer from October 2000 to December 2002. 
Christian L. Campbell, is Yum! Corporation’s Senior Vice President, General Counsel, Secretary and Chief Franchise Policy Officer.  He has served these positions since September 1997.  As of January 2003, his responsibilities were expanded by being appointed to Chief Franchise Policy Officer as well.  Christian’s total compensation is over $1.2 million with no stock gains included.
Richard T. Carucci, is the Chief Financial Officer and he has been in this position since March 2005.  He served as the company’s Senior Vice President and Chief Financial Officer.  Richard’s total yearly compensation is over $2.5 million, with over $550,000 of the total coming from stock shares.
Emil J. Brolick, has been the company’s Chief Operating Officer since December 2006.  From July 2000 to December 2006, Emil was the president and Chief Concept Officer of Taco Bell.  He makes approximately $3.3 million dollars annually with no stock compensation.  
Ted F. Knopf, is Yum! Corporation’s Senior Vice President, Finance and Corporate Controller.  He has been in these positions since April 2005.  He also served as the company’s Vice President of Corporate Planning and Strategy from September 2001 to April 2005.  In addition, Ted was the Chief Financial Officer for Yum Restaurant Services Group, Inc. 
Timothy P. Jerzyk, is currently the Senior Vice President, Investor Relations and Treasurer of Yum! Corporation. 
Taco Bell
Greg Creed, is the President and Chief Concept Officer of Taco Bell and he has served this position since December 2006.  He was also the company’s Chief Operating Officer from December 2005 to November 2006.  In addition, he served as the Chief Marketing Officer of Taco Bell from July 2001 to October 2005.
Rob Savage, is the Chief Operating Officer of Taco Bell. 
EXTERNAL ENVIRONMENT: OPPORTUNITIES AND THREATS 

Societal Environment
Economic

There are several economic factors that provide Taco Bell with both opportunities and threats.  Some of these factors include GDP trends, interest rates, money supply, inflation rates, unemployment levels, wage/price controls, cost of inventory, as well as discretionary income.  For example, unemployment levels will affect Taco Bell as well as the fast food industry.  In a recession, many individuals choose to save money by eating at home rather than at restaurants.  Although this may bring down the sales of several restaurants, it may provide Taco Bell and other fast food chains a greater opportunity than that of more upscale restaurants.  Even if the economy is in a downturn, many people still do not have the time to cook and they will choose to eat out.  Instead of eating at an expensive restaurant, they will choose to eat at a cheaper restaurant, which drives more potential customers to the quick-service industry.  

In addition, the economic downturn has caused fast food chains to hire more qualified workers, or lay off less qualified employees.  This results in a greater number of the fast food workforce who speaks better English or has more experience in the fast food industry.  As a result, employees are able to process the orders faster with fewer mistakes.  Overall efficiency increases including customer serve time and satisfaction.  Simultaneously, in a recession, people still have less discretionary income which will affect their outdoor dining habits, in turn decreasing overall sales for the restaurant industry.  These factors tend to apply in the United States and in other regions of the world.

Technological

There are several technological factors that affect Taco Bell.  Some of these factors include money allocated for research and development and new technology that improves productivity.  In the United States, it seems that everyone is always on the run.  After getting home from a long day at work, or just taking a lunch break, consumers are always looking for fast meals.  Everything from proximity of the restaurant to service time plays a role in the quick-service industry.  Thus, Taco Bell as well as other fast food providers, consistently analyze their strategies to provide customers with quicker ways to obtain their food.  

Technology effects the way Taco Bell is able to achieve their objectives.  For example, automated touch systems have been implemented at Taco Bell chains in order to speed up the ordering process.  The internet and television are some of the most popular uses of technology that draw more customers to Taco Bell.  In 1997, Taco Bell launched the successful advertising campaign using a talking Chihuahua to promote their products and services.  That same year, the tacobell.com website was launched.  They are able to use the website to share important information with the public, as well as use it as a convenient way to receive the feedback from customers.  

The use of technology differs in other regions of the world.  For example, the use of technology for advertising in the Middle East will be different than in the United States.  Television is more popular than the internet in the Middle East.  Also, up-to-date technology in the restaurants may not be a must. As a result, Taco Bell will need to adjust their strategies based on the culture and expectations of the particular countries they operate and expand in.      

Political-legal

Some of the political-legal issues that affect Taco Bell include tax laws, wage laws, Food and Drug Administration (FDA) health requirements, and possible union groups being formed among many others.  Taco Bell, among other fast food restaurants start many of their entry-level employee salaries at federal and state minimum wages.  When laws increase minimum wage requirements, profits are lost due to higher costs. As a result, Taco Bell may decide to increase the prices of their menu items.  

Another force that affects Taco Bell is legislation.  For example, in New York City, legislation passed which requires restaurants with more than fifteen locations to add a "topping" to their menus: calorie count.  More than twenty other states, cities, and counties across the United States are considering legislation that would require quick-service chains to post nutrient information on menu boards.  The information would help address one of the largest contributors to the nation's obesity epidemic.  When customers are reminded of their calorie intake, in a "just-in-time" manner, it will affect their fast food consumption levels.  In some ways, Taco Bell with have an opportunity to attain customers that are turned off by other fast food chains that have a higher amount of calories in their meals.  However, the company may also lose other customers.   Internationally, Taco Bell will have to adhere to the rules and regulations of each country they are present in posing similar opportunities and threats.

Sociocultural

The society and culture in America as well on an international level plays a large role in the quick-service industry and in the success of Taco Bell.  The growing problem of obesity and concern for health in America poses a threat to Taco Bell and other fast food chains.  These trends put pressure on Taco Bell and other fast food chains to make their products healthier.  As a result,  these companies will have to pay more money for higher quality products and spend more money on advertising them to the public.  In response to these factors, Taco Bell has created a “Fresco” menu which has nine items that are each under nine grams of fat.  In addition, their website clearly publishes a calorie count for their items.  Taco Bell also promotes these items by posting them as flyers on their serving trays.

Furthermore, Americans are constantly busy and need quick and convenient ways to consume their meals.  Taco Bell has accommodated this need by providing “drive-thru” windows.  They also strategically locate their stores/kiosks inside shopping centers, airports, gas stations, schools, cinemas, stadiums and in other convenient locations to provide Taco Bell food whenever and wherever people are hungry.  As a result, they can draw more customers to their business as they are able go about their daily activities while locating a means to consume their food at a convenient location.  Taco Bell uses these location strategies to expand their business.  

Other sociocultural factors that may affect Taco Bell include lifestyle changes, consumer activism, growth rate of the population, age distribution of the population, changing demographics, and regional shifts in population in addition to other factors.  For example, there has been an increased expectation by Americans for companies to be socially and environmentally responsible.  Taco Bell has contributed to these responsibilities in many ways.  In 2000, Taco Bell celebrated its three year association with America’s Promise -- The Alliance for Youth.  They donated nearly six million dollars to the Boys & Girls Clubs of America and opened 51 teen centers nationwide for the boys and girls clubs.  Other factors include the rapid growth of the Latino community as well as the integration of ethnic foods causing more demand for their product.  

On an international level, Taco Bell as well as other fast food chains in the industry, will have to adapt to the taste and culture of the country in which they are located.  Otherwise, local restaurants in those countries will have a higher success rate and eventually push Taco Bell out of the international market.  For example, Taco Bell may need to increase the flavor of the items on their menu or accommodate a mainly vegetarian menu for certain geographic locations where the residents are vegetarians.

Task Environment
Threat of new entrants

Taco Bell has monopolized the international market.  However, in certain geographic areas in the United States it faces domestic threats.  Del Taco, another fast food Mexican restaurant chain, is making inroads to Taco Bell’s market shares.  Del Taco was founded by Ed Hackbarth, a former business partner of the founder of Taco Bell.  Del Taco chains are located in eighteen states across the United States and pose a threat to Taco Bell as they continue to expand nationally.  In addition, many of their locations are open 24 hours a day which gives them a greater competitive advantage over Taco Bell.

A more recent entrant which poses a threat to Taco Bell is Chipotle.  Although their menu items are more expensive, this rapidly growing chain serves fresh Mexican food which is appealing to the ever growing health conscious America.  They offer a simple menu without an abundant amount of variety which has proven to be successful with In-N-Out Burger, a hamburger and fries chain located in the Western Unite States.  Although there is a continuous threat of new entrants, some potential entrants may reconsider entering into the market due to the brand loyalty that exists to Taco Bell which may make it difficult and expensive for new entrants to break into the market.

Bargaining power of buyers

The bargaining power of buyers ranges from medium to high.  The buyers' bargaining powers are medium in relation to Taco Bell because buyers do not have a variety of options for other Mexican fast food alternatives at comparable prices.  Depending on the different regions, an individual may find a local Mexican diner which can be substituted for Taco Bell.  In comparison of Taco Bell to other fast food chains, the bargaining power of customers is relatively high.  As a result, consumers are more price sensitive, they can easily switch to an alternative type of fast food, and the consumer can produce the product themselves if desired.

Threat of substitute products or services

Currently, the threat of another Mexican fast food restaurant taking over the monopoly Taco Bell has nationwide is low.  However, there is a high threat that Taco Bell’s success may be minimized due to the substitution by other fast food restaurants or casual dine-ins.  It seems that the traditional fast food sector is in transition to a fast casual dining industry.  Casual dine-ins such as Panera Bread seems to be a good alternative: it is healthier than fast food, served relatively quickly, and is less expensive that an upscale restaurant.

Furthermore, consumers who have children look for a way to keep them preoccupied during an outing, or try to accomplish multiple tasks at once.  Some fast food restaurants like McDonalds have accommodated this consumer desire by having a play room for children.  It is interesting to note that even if some fast food chains such as KFC and A&W take some of Taco Bell’s business, they are all owned by the same parent company, Yum! Corporation.

Bargaining power of suppliers 

The bargaining power of suppliers ranges from medium to high.  Although there are only a few suppliers that dominate the quick-service industry, the products used by Taco Bell are unique compared to others in the industry, such as taco shells and tortillas.  Since Taco Bell is the main national quick-service Mexican restaurant, a supplier that contracts with one of the franchises of Taco Bell, is served with a great opportunity for profit potential.  

On the other hand, products that are used industry wide such as tomatoes and lettuce, give suppliers a broader market to serve which results in high bargaining power for the supplier.  In addition, many of the items have a short shelf life, especially fresh produce.  This causes deliveries to be frequent and low in volume, making distribution complex and giving considerable bargaining power to the supplier.

Rivalry among competing firms

Not only does Taco Bell compete against other Mexican restaurants in the regions where the chain is located, but they also compete against other fast food restaurants in the area.  Competitors set the market prices for the items on the menu.  Most fast food restaurants have a value menu.  Mainly, these products can be purchased for less than one dollar.  Competitors may introduce new items to their menu or add items that are healthier to appeal to more people.  As a result, Taco Bell will be forced to naturally lower their prices and add a variety of items to their menu to maintain and draw more customers.

Taco Bell has responded to this competition in several ways.  For example, in 1998 they expanded their menu from serving traditional tacos and burritos.  They added fajitas, gorditas, and a variety of other items.  Their menu continuously grows each year.  In 2004, they introduced Mountain Dew Baja Blast, a tropical lime-flavored soft drink, which was served exclusively at Taco Bell nationwide.  Since Taco Bell is the main Mexican fast food provider, it gives them a competitive advantage over their rivals.  In contrast, restaurants like McDonalds, Burger King, and Wendy’s have a greater burden to differentiate their products.  Yum! Corporation has kept their dominant market share over the years by its acquisition of several popular fast food chains that were previously mentioned.

Relative power of unions, governments, special interest groups, etc.

The relative power of unions, governments, and special interest groups are high.  There have been several incidents where government regulations and even special interest groups have affected the way Taco Bell conducts its business.  An example of the power of a special interest group affecting Taco Bell took place in 2005.  After a four year national boycott by the Coalition of Immokalee Workers, a Florida based organization, along with several other widely recognized groups, Taco Bell decided to address the wages and working conditions of their farm workers.  They partnered with the Coalition of Immokalee Workers to improve the working condition and wages of Florida tomato pickers by agreeing to pay the penny-per-pound surcharge demanded by the workers.  The Progressive Student Alliance at the University of Maine was one of the groups who started a campus-wide boycott of Taco Bell to inform the public of the unjust work conditions of their employees.  They gathered over 500 signatures of the students on campus and sent around 40 postcards to the CEO of Yum! Corporation.  The Taco Bell partnership with the Coalition of Immokalee Workers was made only two weeks after the boycott at the university began, proving that several small special interest groups can influence a positive change through grassroots efforts.
Key Factors affecting the environment

One of the key factors in the immediate environment that is currently affecting Taco Bell is that their rising competitors, such as Chipotle, who pose a threat to them due to a higher quality product.  Additional current and future threats include customers substituting their product, interest groups opposing their work standards, as well as the government and the FDA regulating standards of the fast food industry.  Some current and future opportunities include building better relationships with suppliers thus having more efficient operations and continuing to give back to communities to enhance its corporate reputation.

Summary of External Factors

Of the external factors affecting Taco Bell and the fast food industry, economic development seems to be of utmost importance currently, and in the future.  As a subsidiary of Yum! Corporation, Taco Bell has a continuous objective to expand its business nationwide and internationally.  Their strategies have caused them success and monopoly over the Mexican quick-service industry.  By continuing to expand its business, franchise its operations, and stay aligned with their corporate mission and vision, Taco Bell will have continuous success.  As Yum! Corporation continues to look for strategic locations to sell its services and possibly acquire more market share in the quick-service industry, economic development is a key factor to success.  

INTERNAL ENVIRONMENT: STRENGTHS AND WEAKNESSES
Corporate Structure

Yum! Corporation consists of several companies including: Taco Bell, Long John Silver’s, KFC, Pizza Hut, A&W, Yum Restaurants China, and Yum Restaurants International.  The decision-making authority for Taco Bell is decentralized so that the decisions are made by those individuals who have the most knowledge about particular markets, segments, or functional areas.  Yum! Corporation is organized on the basis of both brand and geography.  Yum! Corporation is the world's largest fast food restaurant company in terms of system units with over 34,000 restaurants worldwide in more than 100 countries and territories. Accordingly, they have a large amount of intellectual capital focused on international expansion.  The present structure is consistent with current corporate objectives, strategies, policies, and programs, as well as with the firm’s international operations.  It is organized according to the following goals:
· Build leading brands across China in every significant category

· Drive aggressive international expansion and build strong brands everywhere

· Dramatically improve U.S. brand positions, consistency and returns

· Drive industry leading, long-term shareholder and franchisee value
Taco Bell is the second most profitable brand in the U.S., and they hope to achieve similar market position worldwide by opening more restaurants globally.  They are opening Taco Bell in the Philippines and Mexico with plans to develop in Dubai, India, Spain, and Japan over the next couple of years. Yum! Corporation will implement the following five key strategic initiatives to unlock the value of U.S. assets:
1. Create more balanced menu options

2. Grow multiple day-parts

3. Offer multiple proteins, desserts and beverages

4. Provide constant everyday value

5. Continually contemporize their facilities
Corporate Culture

Yum! Corporation’s culture is well-defined because it is articulated in numerous brochures and financial reports.  They are visionary, clear about who they are, what they are about, and what they are trying to achieve.  Yum! Corporation’s belief is that everyone has the potential to make a difference.  Yum! Corporation’s culture is compatible with the employees’ diversity of backgrounds because they actively seek diversity in others to expand their thinking and make better decisions.  It is their objective to train and support individuals to grow to their fullest capacity. Yum! Corporation ensures every customer leaves happy and wants to come back again by means of their “Yes” attitude.  Yum! Corporation is seeking to continually improve by asking them self what they can do to grow in both the short and long term.  In addition, they believe in expansion by being enthusiastic learners and pursuing knowledge and best practices inside and outside of the corporation.  Those within the organization work together in teams and promote discussion as a means to arrive to the best decisions. Yum! Corporation attracts and retains the best people and inspires greatness by being world famous for recognition.

Corporate Resources 

 Marketing
Taco Bell’s current marketing objectives are “Think outside the bun” and “Fourth meal”. “Think outside the bun” was established to differentiate itself from such competitors as McDonald’s, Wendy’s, and Subway.  The following graph shows that the majority of Taco Bell’s customers go to their restaurants during lunch and dinner.  According to these results, the company is losing out on breakfast customers which means they have room to grow.
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Taco Bell recognized that certain individuals like to eat late at night and also knew that they were losing breakfast revenue to their competitors. Thus, to gain that revenue Taco Bell added another meal called the “fourth meal”.  This strategy was implemented by adjusting their hours to stay open until 1:00 AM and actively advertising late night meals.
Yum! Corporation’s marketing objectives are not clearly stated; instead they are merely implied through performance.  Their advertising expenses were $519 million, $521 million, and $556 million in 2005, 2006, and 2007, respectively.  These figures imply that they are becoming more aggressive in their marketing expenditures each year to increase revenue and to outperform competitors. 


Marketing Mix:
· Product – Tacos, burritos, signature Quesadillas, grilled stuffed burritos, nachos, and other specialty items in addition to a wide variety of Big Bell Value Menu items and Fresco Style.

· Place – 5,800 in US, and 278 operating in EU, SA and ASIA Operating as free-standing units and as quick-service Kiosks in such places as shopping malls and airports.
· Price – In May 2008 a new value meal called “Why pay more?” value menu debuted.  Meals cost 79-89-99 cents each.

· Promotion – Promotional partners such as movie production companies and major sporting events, for example the world-famous Super Bowl.
Taco Bell’s percentage of sales from foreign operations is currently very low (3.7%).  However, they are planning on opening additional restaurants worldwide.  Since, they are spending more money on marketing each year, their strategy aligns well with their performance.  Taco Bell’s “Think outside the bun” initiative provides them with a competitive advantage over their bun-based competition.  Taco Bell is trying to differentiate itself from McDonald’s and other such players by using the product differentiation strategy.  Taco Bell has realized that individuals are health conscious and try to avoid foods that are high in calories.  Therefore, many consumers avoid going to McDonald’s and other fast food restaurants because of the excess carbohydrates and calories in their items.  These individuals may choose to go to Taco Bell and eat items that are fewer in calories and carbohydrates such taco salads.  While it remains to be seen whether Taco Bell is a healthier alternative to McDonald’s and other such establishments, they would like customers to consider them among one of the healthier alternatives.  To accomplish this task Taco Bell is spending more money on marketing each year compared to McDonald’s.  For instance – Taco Bell’s percentage of marketing is 8.825% and McDonald’s percentage of marketing is only 3.15% which illustrates that Taco Bell is more aggressive in its marketing strategies. 

Finance
Yum! Corporation’s current financial objectives are to generate more revenues from China which are clearly stated in their objectives.  Yum! Corporation achieved 15% Earnings Per Share (EPS) growth for 2007, which was achieved by sensational growth in China, continued profitable international expansion, and strong, stable U.S. cash generation.  Yum! experienced 30% growth in 2007 and a five year average annual growth rate of over 25%.  China is Yum’s highest returning international business with a cash payback on investments of less than two years. Table one represent key financial ratios for Yum! Corporation and its competitor McDonald’s for 2007:
TABLE 1





  Yum! Corporation

McDonald’s

Profitability

Market Cap:




$12.64B


  $61.82B


Gross Margin:



34.60%


  41.60%

Operating Margin:



17.20%


  31.50%

Profit Margin: 


 
8.70%



  10.50%

 Per Share Data

Earnings:




1.97



  3.98

Current P/E Ratio:



13.87



  14.04

Cash Flow:




$3.37



  $5.23

Annual Dividend:



$0.76



  $2.00

Book Value:




$0.79



  $11.71

EBITDA:




$1.85B         


  $6.75B  
Management Effectiveness
Return on Equity:



270.80%


  35.30%

Return on assets:



14.50%


  16.40%

Return on Investment:


25.0%



  20.1%

As we see from the preceding table, Yum Brands is achieving a ROE significantly greater than that of its closest competitor McDonald’s.  This number tells us that management is effectively deploying shareholders invested capital far exceeding that of its competition which means they are the industry leader in this segment.  We also see from the preceding table that Yum Brands is achieving a slightly lower return on assets as compared to its closest competitor, McDonalds.  This information seems to indicate that Yum! Brands must more effectively utilize assets available in order to fuel the stated goal of aggressive growth.  Finally, Yum Brands is leading McDonalds with respect to Return on Investment which indicates that Yum! is able to convert more of its capital investments into profitable growth than McDonalds.  In summary, Yum Brands is competing head-to-head with its competitors and must continue to drive growth and traction towards its stated objectives if it is to retain its market leadership position and aggressive growth targets into China and beyond.

Research & Development (R&D)
Yum! Corporation’s current R&D objective is to offer multiple proteins which is merely implied from their performance.  For instance – Yum spent $39 million, $33 million and $33 million in 2007, 2006, and 2005 respectively on R&D.  This growth in R&D expense is in sync with Yum’s aggressive expansion goals.  Yum’s objective is to develop new products which are different from its competitors in hopes to gain a sustainable competitive advantage (differentiation strategy).  Differentiation strategy calls for the development of a product that offers unique attributes that are valued by customers and that customers perceive to better than or different from the products of the competition.  Yum! spent additional money on R&D in 2007 to create more balanced menu option and offer multiple proteins to differentiate itself from its competitors which is supported by Yum’s “Think outside the bun” slogan.  Yum’s total revenue in 2007 was 10.41 billion and R&D expense was .039 billion. This means that Yum spent 0.37% of revenue on research and development.  We see that the implication is that Yum Brands believes that marketing will fuel growth more so than continued research and development.  Yum! is very successful worldwide because they are willing to adapt to local markets and conditions which they accomplish by doing research.  The following chart illustrates Yum! Corporation’s position with respect to the competition when it comes to worldwide restaurants or units.  Positioning is a key metric used to evaluate the success or failure of Yum’s strategy.  It is important to note that the role that business unit level management plays in the strategic management process is unclear given the lack of visibility into granular operations.
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Operations and Logistics 
Taco Bell’s operations are fairly simple.  The customer places their order, the employees in the kitchen assemble the food, then the food is bagged and delivered to the customer.  The goal to accomplish all of this is generally less then 2 minutes.  

A lot goes into meeting this goal.  The first step is proper ordering and delivery.  Each individual restaurant has a small refrigerator and storage place for supplies.  Non-perishable supplies, like cups and wrappers, are ordered in large quantities.  These items can always be used, and so it is easier and cheaper to keep them on hand, than to order them regularly.  Each store keeps only a small amount of perishable items on hand.  The average store receives shipments twice a week which allows them to have only a few days worth inventory on hand.  As a result, the products are fresh.  It is especially important to keep items such as lettuce and tomatoes fresh because they have a short shelf life.  Each store has a perpetual inventory system that roughly tracks how much is used each day.  Waste and employee theft make it difficult to keep an exact count of inventory, so when the orders are placed, a physical count of the items being ordered is performed.  Whoever is placing the order can also look around the storage just to verify the quantities on hand.  Because of the small amounts of inventory kept on hand, counting the inventory is not time consuming, and it is easy to visually see if a particular item is getting low.  

Most of the products come packaged so that they require only a small amount of preparation before they are ready to be served.  For example, the refried beans come fully cooked and only need to be reheated.  This process is important because it allows the employees in the store to prepare the food faster.  It also moves the risk associated with undercooking the food away from the individual store, and puts it into the supplier’s hands.  As a result, suppliers are trained instead of employees which also decreases training costs.  

Each store has data showing which items sell the most, at each time of the day.  For example, the chimichanga meal might sell more during lunch when people are ordering a meal for themselves, while the family pack might sell more in the evening when people are ordering for their whole family.  Using these projections, employees can prepare some of the food before hand.  Employees will have a table of precooked, and ready for assembly items so when an order is placed, they can quickly assemble the meal without waiting to cut up the tomatoes or shred the cheese.  

Taco Bell has also made the time from order placement to the start of the preparation of the food almost zero.  As soon as an item is input into the computer, the item shows up on a screen in the kitchen.  The cooks can then immediately start preparing the order.  They can even have the entire order prepared before the customer has finished paying for their meal.  

The automation of most functions in each store has decreased labor costs at each store.  In 1983, Taco Bell implemented many automation techniques that allowed Taco Bell to offer low cost food items.  At the time, they started offering a menu with items priced at $.59, $.69, and $.79.  They have continued to keep costs low, and even after the rise in labor and inventory costs, that menu now consists of items priced at $.79, $.89, and $.99.

Managers use a variety of measures to determine if goals are being met and if they are not being met, to determine why.  First, managers use is a timer that starts timing from the moment the customer starts to place their order.  As soon as an item is input into the computer the timer starts counting.  Managers can view the hourly average to determine if the time goal is being met.  Managers can also look at the current order to see how long it has been in process.  If the manager sees that the order is taking longer then usual, the manager can immediately investigate to determine why.  This type of real time monitoring can help managers locate problems before they become too large.  A problem that causes even a five minute delay in the quick-service industry can cause the next few hours to be delayed which can cost hundreds of dollars, especially in the “drive-thru.” 

Managers also have checklist to look over to ensure that everything is running smoothly.  The checklist includes items like; 
· Is the lobby area clean? 
· Are cooking surfaces the correct temperature?
· Are there enough supplies on hand?
· Are employees properly assigned?
Managers generally go through this checklist every few hours.  Some items are looked at every thirty minutes.  Going through this checklist helps managers identify problem areas before they become a problem.  
One of the strategies that Taco Bell is currently doing to cut costs even more at every restaurant is the introduction of a new, energy efficient grill.  The grill should save about $17 million annually.  All of these operating strategies have helped Taco Bell continue to offer quick service, at a low price.  

Human Resources Management (HRM) 

Taco Bell’s HRM is not very different from other companies in the quick-service industry.  For the most part, Taco Bell employs unskilled workers, and pays them minimum wage.  They hire these types of people because the type of work is needed  to do is not specialized and easily learned.  They have clear instructions for every process that is performed in the restaurant.  A new employee can quickly learn how to make most of the food items in less then a week.  Thus, it is not a great loss to the company if they have high employee turnover rates.  

Taco Bell encourages employees by offering different rewards programs.  One popular program is the employee of the month at a particular store.  The spotlighted employee receives recognition for high performance or high customer satisfaction, receives a pen, a free meal, and gets their picture put on the wall.  Another program rewards store managers for exceeding store sales goals. 

Information Systems (IS) 

Taco Bell has a very unique information system in place.  The system used in their stores is called Total Automation of Company Operations (TACO).  This system keeps track of daily sales, inventory counts, staffing and scheduling, and anything else that a store needs.  The system compiles data on a store by store basis, and by a company wide basis.  At any time, executives can see the sales figures for an individual store, a region, or company wide.  

As mentioned previously this system allows the cooks to begin preparing orders as soon as the order is placed into the computer because a screen in the kitchen displays the order immediately.  This system also allows management to closely monitor sales and processing time.  

To support this software system, Taco Bell has created an Information Technology Group.  This group is responsible for assisting company personnel with any problem related to TACO and the point of sale devices used.  Thus if any store has difficulty, they can receive immediate assistance from in house technology experts.    

Summary of Internal Factors
Of theses factors the most important factors are marketing, finance, and operations.  Through successful marketing, Taco Bell has been able to effectively market a “Fourth Meal.”  This is a time when most restaurants are closed because they do not have a lot of business.  Taco Bell is also able to produce high returns on investment and returns on equity.  Through appropriate automation and operations techniques, they have been able to keep costs low, and offer customers a high quality product.  Through these factors, Taco Bell has been able to create and maintain a competitive advantage.
ANALYSIS OF STRATEGIC FACTORS (SWOT)
Situational Analysis
In analyzing the various internal and external strengths, weaknesses, threats, and opportunities, Taco Bell’s most important strength is its low cost, and the most important opportunity is global expansion.  If Taco Bell introduces their low cost products into new countries and new markets, Taco Bell will quickly be able to capture even more market share.  Currently, Taco Bell’s biggest threat is other fast food restaurants like McDonalds.  Taco Bell can work around this threat by marketing their Mexican-style food as something very different from McDonalds, and by offering their products at a lower price.  
Review of Mission and objectives
As noted earlier, Yum’s mission statement is vague in terms of its goal to identify the company’s purpose and current state in the market.  Their mission is to continue their current success into the future by growing especially in their international division.  Their statement resembles more of a vision statement because of its goal for the future.  In light of the company’s key strategic factors of expanding internationally, staying open later, and creating more variety in their menus, Yum! can better define their mission statement by incorporating these factors.  Also, separating the statement into a separate mission and vision statement is important.  These statements should always be separated because each serves a different function.  A complete mission statement describes the purpose of a business and its current state in the industry.  The mission statement is longer than the vision statement and focuses on a timeline of three to five years.  Yum’s current mission statement would be stronger if it read, “To provide a variety of quality, fresh Mexican-style cuisine to customers all over the world made quickly, the way they like it, when they like it.” The following statement is a mock-up of a better suited mission statement that incorporates the company’s strategic factors. 

In addition to the mission statement, Yum! Corporation should have a separate vision statement which must be inspirational and challenging with a direction of the company’s ideal state in which they dream of becoming in the future.  The vision statement should be a quick and memorable and should focus on the future state of the company within thirty plus years.  A good example of a vision statement for Yum! Corporation reads, “To be the world’s greatest and fastest quick-service restaurant.”  The previous statement is quick and to the point.  It also defines the company’s ideal future position in the industry. 
Both the mission and vision statements should then be incorporated into the company’s policy and guidelines.  Then meetings should be developed to help the company’s entire franchise, management, and employee workforce adapt to the new changes.   

Although Yum’s mission and vision statements should be altered to better suit their strategic factors, their current objectives and goals fit well within their future direction. As noted earlier, their main objective is to be committed to their customers and to provide Earnings per Share of at least 10%.  This objective aligns the company’s vision of becoming the world’s greatest and fastest quick service restaurant.  Their other main goals are to build leading brands across China, drive international expansion and build strong brands everywhere, and to improve U.S. brand positions, consistency and returns.  All of these goals are in line with helping Yum! Corporation achieve their new mission and vision statements.

STRATEGIC ALTERNATIVES AND RECOMMENDED STRATEGY
Strategic Alternatives
Taco Bell can achieve their objectives with careful implementation of their current strategies.  The company’s objectives are:

· Corporate: to give back to the community and make a difference in the lives of their customers and families

· Marketing: to reach more people using creative and an effective marketing 

· Finance: to generate more revenues from the Yum! China Division

· Research and Development: to develop new products through research and development

· Operations and Logistics: to keep service time under two minutes (service time includes food order, assembly, and delivery)

· Human Resources Management (HRM): to higher and train employees to work efficiently

· Information Systems (IS): to invest in an information system that supports operational and managerial activities

The current strategies in place to achieve these objectives are:

· Corporate: support hundreds of community activities and charities across the globe, efforts are primarily focused on nourishing the bodies and minds of children in need through programs such as hunger relief, creation of after-hour day-care and mentoring at-risk teens.  Community outreach also includes diversity and educational programs as well as exposing children to the arts
· Marketing: invest more money in creative and effective marketing

· Finance: expand internationally into countries with large, growing populations such as China and India

· Research and Development: invest more money in research and development to develop new products and improve existing products specific to each market
· Operations and Logistics: Improve operations by providing adequate training and resources for employees.  Some condiments come pre-cooked and ready to assemble, which reduces service time

· Human Resources Management (HRM): motivate employees by implementing a rewards program that recognizes excellence and high performance 

· Information Systems (IS): implement Total Automation of Company operations (TACO) to synchronize information and make it easily accessible to management at all levels
To define the major feasible alternative strategies available to the corporation, we will look at the TOWS Matrix, which is derived from the Strategic Factor Analysis Summary (SFAS) Matrix.  The Strategic Factor Analysis Summary (SFAS) Matrix is composed of strengths, weaknesses, opportunities, and threats defined in the Internal Factor Analysis Summary (IFAS) and External Factor Analysis Summary (EFAS).  These analyses were developed to counter criticisms of SWOT, which is an acronym used to describe particular Strengths, Weaknesses, Opportunities, and Threats that are strategic factors for a specific company.  

Below are the Internal Factor Analysis Summary (IFAS), External Factor Analysis Summary (EFAS), Strategic Factors Analysis Summary (SFAS) Matrix, and TOWS Matrix to help identify strategic alternatives for Taco Bell.

Table 1: Internal Factor Analysis Summary (IFAS)

	Internal Strategic Factors
	Weight
	Rating
	Weighted Score
	Comments

	1

Strengths
	2
	3
	4
	5

	S1 Low prices
	.15
	4
	.60
	

	S2 Late hours
	.05
	2
	.10
	“Fourth Meal”

	S3 Healthy menu options/Nutrition Guide
	.05
	2
	.10
	Fresco menu

	S4 Creative and effective advertising
	.10
	3
	.30
	

	S5 International Growth
	.15
	5
	.75
	7% and 11% sales growth in China and International Divisions

	
	
	
	
	

	Weaknesses
	
	
	
	

	W1 No breakfast menu
	.20
	4
	.80
	

	W2 Slow business daily  from 2-5 p.m.
	.15
	4
	.60
	

	W3 Economic weakness
	.05
	3
	.15
	

	W4 Food inflation
	.05
	3
	.15
	

	W5 Health and wellness
	.05
	2
	.10
	

	
	
	
	
	

	Total Scores
	1.0
	
	3.65
	


Table 2: External Factor Analysis Summary (EFAS)

	Internal Strategic Factors
	Weight
	Rating
	Weighted Score
	Comments

	1

Opportunities
	2
	3
	4
	5

	O1 Economic development in Asia (China, India)
	.20
	5
	1.0
	

	O2 Working/Single parent families in the U.S.
	.15
	4
	.60
	

	O3 “He-man” loyalty
	.10
	3
	.30
	Many repeat customers are men

	O4 Low cost for major ingredients
	.05
	2
	.10
	Sell more, purchase more, reduce cost per unit

	O5 Population growth
	.05
	3
	.15
	

	
	
	
	
	

	Threats
	
	
	
	

	T1 Environmental Factors
	.05
	3
	.15
	E. coli outbreak in lettuce and tomatoes

	T2 Food safety
	.05
	4
	.20
	Rat fell from ceiling into a customer’s food

	T3 Strong U.S. Competition
	.10
	3
	.30
	

	T4 McDonald’s strong globally
	.20
	3
	.60
	

	T5 Increasing government regulation
	.05
	2
	.10
	

	
	
	
	
	

	Total Scores
	1.0
	
	2.9
	


Table 3: Strategic Factors Analysis Summary (SFAS) Matrix

	1

Strategic Factors
	2

Weight
	3

Rating
	4

Weighted Score
	5

Short
	Intermediate
	Long
	6

Comments

	S1 Low prices
	.10
	4
	.40
	
	X
	
	

	S5 International Growth
	.15
	5
	.75
	
	
	X
	7% and 11% sales growth in China and International Divisions

	W1 No Breakfast menu
	.05
	2
	.10
	X
	
	
	Currently Developing a breakfast menu

	W2 Slow business daily from 2-5 p.m.
	.10
	3
	.30
	X
	
	
	

	O1 Economic development in Asia (China and India)
	.15
	5
	.75
	
	
	X
	

	O2 Working /singles parent families in U.S.
	.10
	3
	.30
	
	
	X
	

	T3 Strong U.S. competition
	.10
	3
	.30
	
	X
	
	

	T4 McDonald’s strong globally
	.15
	4
	.60
	
	X
	
	

	
	
	
	
	
	
	
	

	Total Scores
	1.0
	
	3.5
	
	
	
	


Table 4: TOWS Matrix

	External/Internal Factors
	Strengths (S)
	Weaknesses (W)

	Opportunities (O)
	SO: Generate strategies

that use strengths to take advantage of opportunities

Strategic Alternatives:

· Maintain low prices in U.S. and carry strategy into international markets

 
	WO: Generate strategies that

take advantage of opportunities by overcoming weaknesses

Strategic Alternatives:

· Develop and promote breakfast menu in the U.S. and established international markets



	Threats (T)
	ST: Generate strategies 

That use strengths to avoid 

Threats

Strategic Alternatives:

· Maintain low prices in the U.S. and carry strategy into international markets

	WT: Generate strategies that minimize weaknesses and avoid threats

Strategic Alternatives:

· Develop and promote a breakfast menu and snacks to attract customers during the morning hours and from 2-5 p.m. to challenge their competitors


Major feasible alternative strategies available to the corporation include:

· Maintain low prices in U.S. and carry strategy into international markets
· Develop and promote breakfast menu in the U.S. and established international markets

· Develop and promote a breakfast menu and snacks to attract customers during the morning hours and from 2-5 p.m. to challenge their competitors 

Recommended Strategy
With the combination of Strength and Opportunities, we generate strategies

that use strengths to take advantage of opportunities.  Maintaining low prices in the U.S. and carrying it into international markets would help Taco Bell gain a competitive advantage as the one they have in the U.S.  As the number of single families increase in America and other parts of the world, the need for quick service restaurants would increase as well.  Taco Bell would enter the new market as an affordable quick-service restaurant, which would appeal to many single parent families.  In addition, this low-cost strategy would appeal to the general population since many people would enjoy quick-quality food for a low price.  This would increase revenues for the company.  On the other hand, demands specific to the market may increase costs in areas such as marketing, research and development, and human resources management.  Thus, the increase in revenues may not derive profit immediately as costs may increase.

Taco Bell’s ability to maintain low prices in the U.S. and globally depends on economic factors including food inflation and the quick-service restaurant industry.  Currently, Taco Bell is able to purchase the major condiments of their products at a low price because they are successful; they receive discounts for purchasing large quantities.  They can take advantage of these discounts because they are able to sell all the inventory purchased.  However, the changing economy may affect their business.  Taco Bell’s market position and success enables them to purchase supplies in large quantities for less.  By doing so, Taco Bell is able to maintain low prices for their products.  If they start to lose business to their competitors, they would generate fewer sales and not be able to purchase large quantities for less.
With the combination of Weaknesses and Opportunities, we generate strategies that take advantage of opportunities by overcoming weaknesses Developing and promoting a breakfast menu in the U.S. and established international markets may increase sales.  With Taco Bell serving breakfast, this will provide customers with more options in the mornings.  Loyal customers would choose Taco Bell breakfast over a competitor. In addition, this would challenge their competitors to try new things.  With change, Taco Bell may be able to gain more market share.  Cost would increase in areas such as marketing and research and development.  Also, introducing a new food or change is challenging as customers may not be receptive to the new items.  Being too creative may also cause the company to lose its current market position.
With the combination of Strengths and Threats, we generate strategies 

that use strengths to avoid threats.  The strategy generated is the same for Strength and Opportunities, which is to maintain low-prices in the U.S. and implement this strategy in international markets.

With the combination of Weaknesses and Threats, we generate strategies that minimize weaknesses and avoid threats.  Taco Bell can develop new snack items to attract customers during the hours of 2-5 p.m.  This strategy provides an option besides the competitor for customers.  Loyal customers would return to Taco Bell restaurants for a midday snack, thus, revenue would increase.  Cost would increase as well in areas such as marketing and research and development.  Thus, the increase in revenues may not derive profit immediately as costs may increase.  Introducing a new food or change is challenging as customers may not be receptive which may cause the company to lose its market position.  

Corporate scenarios that fit the societal environment, industry, and company for the next three to five years can be developed and agreed upon.  Executive management of the company would meet and discuss corporate scenarios that are appropriate for the current market and company. 

The best strategy would be to maintain low prices in the U.S. and internationally.  As competitors’ prices increase with food inflation, Taco Bell may be able to serve more customers by providing their products at low prices.  Even though low prices are subjective to economic factors such as food inflation and the quick-service restaurant industry, Taco Bell would be able to secure low costs with their suppliers now while business is successful.  Taco Bell could purchase options or engage in a contract to secure the low prices for their inventory.  This strategy is similar to that of Southwest Airlines, who has been able to surpass their competitors by providing low-cost airfares.  By investing in fuel options years in advance, Southwest pays low prices for fuel, which minimizes operation costs and enables them to provide air travel for a low price.  This strategy would help Taco Bell gain top market position.

Furthermore, if Taco Bell remains successful, they would have capital to pay dividends to their shareholders and reinvest; paying dividends to shareholders is a positive gesture, which instills trust and confidence in investors; reinvesting some of the capital on hand would further increase the value of the company and stocks.  This recommended strategy would define and secure the company’s core and distinctive competencies by providing affordable quality food.

IMPLEMENTATION

Strategy implementation is the total activities and choices required to execute a strategic plan.  This process includes objectives, strategies, and policies that are performed through programs, budgets and procedures.  Strategy implementation is important as it contributes to the success or failure of a strategy.  

A program creates new organizational activities to support the strategy.  Programs for each major area of business including corporate, marketing, finance, research and development, operations and logistics, human resources management, and information systems should be developed.  A program should outline in detail budget and procedures for each area.  The managers in each area should be involved in the development and implementation of this program.  Employees involved in each area trained accordingly.  The managers in each area would be in charge of this program as they would have sufficient knowledge to carry out their respective program. 
As mentioned above, new standard operating procedures would need to be developed.  New standard procedures are necessary to accommodate new business activities and carry out the alternative strategy implemented.  In addition, new standard operation procedures would unify Taco Bell at all levels, from franchises to the corporation.  With unification, the company would have more control over franchises which currently make decisions for the restaurants they operate.  Also, customers throughout the world would receive the same positive experience at any Taco Bell restaurant.

These programs would be financially feasible as the company would generate more revenue after implementing the alternative strategy.  The alternative strategy selected is not foreign to Taco Bell as they currently have a low-cost strategy.  Taco Bell could minimize costs by researching and cutting costs allocated to tasks that do not support the alternative strategy selected.  This enables the company to allocate capital in areas that need it and support the alternative strategy selected.  The company could also consider using internal resources to develop these programs.  Internal resources such as their current executive employees that could contribute and take part of the development and implementation of the programs instead of hiring experts to do it.  Hiring experts would be expensive and stress the company’s financial position, which would take away capital that could be allocated elsewhere to achieve optimal results. 

EVALUATION AND CONTROL

The current information system, Total Automation of Company operations (TACO), keeps track of everything from operational to managerial activities.  Information by area, unit, project, or function are available in the TACO system.  Feedback, daily sales, inventory counts, staffing and scheduling are all available in the TACO system.  The system compiles data on a store by store and company wide basis.  The information is timely as TACO synchronizes any new information inputted in the system.  At any time, executives can see the sales figures for a particular store, region, or country.
The company uses appropriate standards and measure to make sure operations are successful.  Controls are in placed to minimize risk of fraud and misappropriation of assets. For example, certain instead of allowing just anyone to take inventory, the company requires that only managers take inventory count and record it in the TACO system.  In addition, the TACO system requires each user to sign-in with a user name and password.  This enables the company to track changes made in the system and verify that data imputed is accurate.
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