YUM! Brands
YUM! is one of the biggest fast-food companies in America, yet few of its customers have ever heard
of it. Its brand names - KFC, or Pizza Hut, or Taco Bell - are found along the high streets of the world.
From its modest base in Louisville, Kentucky, it oversees the opening of three new restaurants, one
of them in China, every day.
Yum! Brands, the parent of these well-known fast-food chains, has 34,000 (mostly franchised)
restaurants around the world, 2,000 more than McDonald's. At home in America it accounts for
about 4% of all restaurant-industry sales, behind only McDonald's at 6.5%. With 1,378 KFC
restaurants in China, and 201 Pizza Huts at mid-2005, Yum! owns two of the best-known brand
names in the world's biggest market.
The company used to belong to Pepsi Cola but was sold by them in 1997 because they were not
interested in running restaurants. However, David Novak, the boss of Yum!, who used to work for
Pepsi, loves being in the restaurant industry. Mr Novak, who became chief executive in 1999 and
chairman in 2001, believes in a more relaxed way of management than Pepsi. He wants people to
feel that work should be fun and employees respond to his accessible style.
Mr Novak declared that he was going to “love” the franchisees, who owned 60% of Yum!'s
restaurants when Pepsi sold it (the proportion is now about 75%) and whom Pepsi had not always
treated gently. Restaurant managers got stock options. The logic: if the managers were happy, they
were more likely to treat the “crew” members working the kitchen and the counter well, as their
efficiency and cheerfulness is vital to the restaurants' success. This philosophy has been partly
successful. The average American kitchen employee stays with Yum! for one year, almost twice as
long as in 2000.
Yum! benefits from economies of scale across the restaurant brands which all work together instead
of acting as rivals as they had done under Pepsi. Advertising media-buying was unified through a
single agency, for example. Collectively they are one of the top five buyers in America.
International operations are in a single division, a trend started under Pepsi. This concentrated the
resources needed to penetrate new markets, a strategy that has been very successful in China.
There, KFC has gone after the fast-food market, whereas Pizza Hut has positioned itself more as a
place for casual dining, while Taco Bell is just beginning to test the market.

