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In running a company, there are many factors that affect the performance of the company.
These factors can come from inside or outside the company. Therefore, analyzing these
factors is one of the most important steps to plan the strategy that the company will use.
The discussion of this article focuses more on external analysis or commonly called
External Environment Analysis. The company that will be discussed in this article is
Kentucky Fried Chicken (KFC). This study aims to determine the influence of the external
environment on the company and identify the competition faced by the company. This
research uses a quantitative analysis method of the PESTEL factor of the KFC company.
The results of the analysis include political, economic, social, technological, environmental
and legal factors that can affect KFC companies. In addition, there are also five forces of
competition model used by KFC company. After analyzing the KFC company, there are
suggestions that can help KFC in running a business in the future .

1. Introduction

By and large, external environmental
analysis, or analysis of the
environment of a company, is interpreted as

external

factors for processing and analyzing the
origins from outside the company that could
potentially threaten its business. Through
external environmental
expected that a company can formulate a plan

analysis, it is

to prevent future problems or threats.
process  of
environmental analysis, various tools can be
utilized, with the most frequently used ones
being PESTEL and the 5 Forces Model (Prof.
Dr. Ir. Hapzi Ali, MM, 2018). The main
objective  of
environment of a company is to identify its

During the external

analyzing the external
strengths and weaknesses. This is crucial for
a company to notice, as it enables them to
identify potential threats or opportunities
that may company's
performance. The research team chose to

influence  the

examine KFC (Kentucky Fried Chicken), a
company in the Food and Beverage (FnB) and
fast food industry. KFC, often referred to as
the 'Champion Chicken," has proven to be
highly competitive with its chicken products.
Despite facing competition from rivals such
as Burger King, McDonald's, Subway, etc., KFC
continues to dominate the fast food market in
Asia, especially in Indonesia, boasting a 40%
market share superior to its competitors
(MUAFIAH, 2019).

KFC consistently expands its outlets,
commonly known as franchises, with almost
every city in Indonesia hosting a KFC outlet.
The company 1is also meticulous in
maintaining market share and quality. During
the economic downturn predicted for 2023,
KFC relied on a Mobile Defense Strategy to
survive. Despite the challenging conditions,
KFC continued to push its total sales volume,
supported by bundled products and regular
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promotions known for their cost-saving
packages (Nita Rimayanti, 2020)."

2. Literature Review

Study This is research that discusses
about "External Environment Analysis". The
writing team will too analyze about external
environment company from KFC company . In
research to be done , team writer will use
SWOT methods and techniques quantitative
data collection.
2.1. SWOT

Research that we have done towards
external environmental analysis (Gasparotti,
2020) will using SWOT which is :
1. Strength

Strength refers to the advantages or
strengths possessed by a company that
provide additional value. Identifying these
strengths can help a company strengthen its
competitive position (Idayu et al., 2021).

2. Weakness

Weaknesses are limiting deficiencies or
shortcomings in a company's performance,
such as poor service or lack of employee
skills. Identifying these weaknesses can help
a company address existing problems
(Medical & Admissions, 2021).

3. Opportunities

Opportunities are external factors that
a company can leverage to enhance its
performance, such as following market trends
or adopting new technologies. Identifying
these opportunities can help a company take
proactive steps towards growth (Key &
Embrace, 2018).

4.Threats

Threats are obstacles that can hinder a
company's performance, such as increasing
competition. Identifying these threats can
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help a company anticipate risks and develop
strategies to mitigate them (Nurhayati, 2020).

After conducting a SWOT analysis, a
company can take action to maximize its
strengths and opportunities, while addressing
weaknesses and mitigating risks from threats.
SWOT analysis helps management make
strategic decisions to enhance overall
company performance (Rachman, 2018).

2.2. Five Forces of Competition Model

The Five Forces of Competition Model
is a method used to analyze competitors of a
company and to identify potential threats or
opportunities. (Team, 2019)

1. Rivalry Among Competing Firms:

This factor considers the number of
competitors in the market and their strength.
In a competitive market, businesses often
engage in advertising and promotions to
attract customers, even if it reduces profits.
(Irfan et al., 2019)

2. Threat of Substitute Products or Services:

When assessing the threat of
substitutes, various factors need to be
considered, such as the perceived differences
between products by customers. For instance,
if a competitor offers a cheaper product of
similar quality. (Omsa, 2019)

3. Bargaining Power of Suppliers:

This factor considers the number of
suppliers who can increase prices. A company
with numerous suppliers can choose cheaper
options, thus increasing profits. However, if a
supplier possesses what a company needs,
they may raise prices. (Cho etal., 2019)

4. Bargaining Power of Buyers:
The influence of price changes on
customer decisions is crucial here. Buyers
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have more bargaining power when there are
few alternatives available. Factors such as e-
commerce can also impact buyer power by
enabling easy price comparison. (Bruijl,
2018)

5. Threat of New Entrants:

This factor evaluates the ease with
which new competitors can enter the market.
As more competitors enter, competition
intensifies. New entrants may offer lower
prices or introduce temporary trends,
emphasizing the importance for a company to
build customer loyalty. (Anchit, 2020)

Through analyzing these five forces,
companies can better understand their
competitive landscape and develop strategies
to  navigate challenges and  seize
opportunities.

2.1. PESTEL
PESTEL is a unique framework in
business strategy management, used to
analyze the planning of launching products
and services, or to anticipate external
situations that may influence a company's
performance. PESTEL itself is an abbreviation
for Politics, Economics, Social, Technology,
Environment, and Legal.
1. Political:
Political factors indicate the extent to
which government regulations will
influence certain industries. For example,
political factors may include tax
provisions, fiscal policies, etc.

2. Economic:
Economic factors always consider
economic prospects that can directly
impact companies. A simple example is
inflation.

3. Social:

4. Social factors usually focus on the market
environment. Companies must analyze
these factors to understand market needs,
including temporary trends, lifestyle
changes due to technological
advancements, etc.

5. Technology:
Technological factors are related to
innovations that influence the methods by
which industries and markets operate.
Companies must stay updated with
technological advancements.

6. Environment:

Environmental factors are crucial due to
increasing material scarcity. Examples of
environmental factors include ecological
aspects such as weather, climate, and
climate change. It is necessary to develop a
sustainable Corporate Social
Responsibility (CSR) strategy.

7. Legal:
Government regulations have a significant
influence on businesses in a country,
although each company has its own set of
rules. Legal factors include consumer
regulations, safety standards, labor laws,
etc.

Through analyzing these factors,
companies can gain insights into their
external environment and make informed
decisions to navigate challenges and
capitalize on opportunities.

3. Methodology

The writer employs quantitative
methods for PESTEL factor analysis in KFC,
utilizing data collection techniques such as
surveys or statistical data processing from
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credible sources like Google Scholar and
other trusted outlets. This approach ensures
the data obtained is reliable and valid for
analyzing KFC. The writing team applies a
system analysis document to conduct
quantitative analysis. This method involves
collecting data through document analysis
related to KFC, including annual reports,
financial reports, and business planning
documents. Document analysis provides
detailed insights into KFC's situation and
condition, enabling the identification of
PESTEL factors that influence the company.

4. Analysis and Discussion
4.1 PESTEL Analysis
PESTEL analysis is a framework used to
analyze the general environmental factors
that can influence a company, including
political, economic, social, technological,
environmental, and legal factors (Paramadita
et al,, 2020). Below is the PESTEL analysis for
KFC:
a. Political Factors at KFC:
The government plays an important role in
KFC's business operations. Regulations
and policies such as food safety
regulations, taxes, and employment rules
significantly impact KFC's operations and
profitability. Adherence to food safety
regulations is crucial for maintaining KFC's
brand image (Wenas et al., 2023).

b. Economic Factors on KFC:
Economic growth and unemployment
levels can influence the demand for KFC
products. Additionally, factors such as
currency exchange rates, inflation, and
changes in raw material prices affect
production costs and selling prices.
Positive economic growth in KFC's
operating areas can lead to increased
consumer spending on fast food,

benefiting KFC's demand and revenue
(Suwarjono, 2020).

. Social Factors at KFC:

Consumer lifestyles and eating habits
influence the demand for KFC products.
Factors like health awareness and
environmental concerns also impact KFC's
brand image. KFC must pay attention to
consumer trends and preferences to offer
products aligned with market demand
(Arafat, 2018; Wijaya et al., 2022).

. Technological Factors at KFC:

Technology affects KFC's production,
promotion, and distribution processes.
Utilizing  technology = can  enhance
operational efficiency and productivity,
such as using food processing machines,
supply chain management software, and
online ordering platforms. Technological
advancements allow KFC to develop more
efficient products and services, reducing
operational costs and  improving
competitiveness (Safitri & Pramudita,
2019).

. Environmental Factors at KFC:

KFC must address environmental issues
such as waste management and eco-
friendly packaging to maintain its brand
image and comply with government
regulations. Environmental concerns can
influence consumer perceptions and
regulatory  requirements  (Istichanah,
2022).

Legal Factors on KFC:

KFC must comply with relevant
regulations and laws in the countries
where it operates, including employment
laws, food safety regulations, and
environmental laws. Adherence to these
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regulations is essential for KFC's
operations and brand image (State, 2020).

g. Overall, political, economic, social,
technological, environmental, and legal
factors significantly impact KFC's business
operations and strategies. Therefore, KFC
must consider and understand these
factors when planning business strategies
and making decisions.

4.2 The Five Forces of Competition Model
The Five Forces of Competition Model is
a method used to analyze the internal
strengths and competition within an industry
operated by a company. Below is the analysis
of the Five Forces of Competition Model for
KFC:
a. Rivalry among Competing Firms:
KFC operates in the fast food service
industry, which has numerous competitors
such as McDonald's, Burger King, and
Subway. Competition in this industry is
intense due to the abundance of similar
products and services. KFC must develop a
robust marketing strategy to differentiate
itself from competitors and secure market
share.

b. Threat of Substitute Products:

The threat of substitute products arises
when consumers have many alternatives
to KFC's offerings. For instance, consumers
can choose other fast-food restaurants or
prepare food at home. KFC must
continually improve the quality of its
products and services to maintain
customer satisfaction and mitigate the
threat of substitutes.

c. Bargaining Power of Suppliers:
KFC relies on suppliers for standard
materials like chicken and spices.
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Disruptions in the supply chain or
increases in raw material prices can
impact KFC's sales prices and product
availability. To mitigate this, KFC should
maintain  strong relationships  with
suppliers and negotiate competitive prices
for materials.

d. Bargaining Power of Buyers:
KFC must consider the bargaining power
of buyers, especially price-sensitive
consumers. Offering products and services
at competitive prices is essential for
maintaining market share and
profitability.

e. Threat of New Entrants:

The fast-food service industry is relatively
easy to enter, posing a threat from new
competitors that could reduce KFC's
market share. To address this threat, KFC
should focus on enhancing the quality of
its products and services, building a strong
brand, and fostering
relationships to maintain a competitive
edge.

customer

From the analysis of the Five Forces of
Competition Model, KFC must carefully
consider these factors when making strategic
decisions to remain competitive in the highly
competitive fast-food service industry.

5. Conclusions
5.1 Conclusion

In the anticipated economic recession
of 2023, KFC is implementing a Mobile
Defense Strategy to navigate the challenging
economic landscape. Amidst these conditions,
KFC is prioritizing the maintenance of total
sales volume, leveraging bundle products and
promotional packages to support this
objective. The writer's team intends to
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conduct an analysis of KFC's external
environment using the SWOT method,
complemented by quantitative data collection
techniques. This analysis will specifically
focus on PESTEL factors, which will be
gathered through methods such as surveys or
statistical data processing. The sources
utilized for data collection will include
reputable outlets like Google Scholar and
other trusted sources. By employing these
rigorous methods, the writer aims to obtain
credible and valid data to facilitate a
comprehensive analysis of KFC's external
environment.

5.2 Suggestion

Indeed, KFC must carefully assess the
bargaining power of buyers, particularly
given the sensitivity of consumers to pricing.
To maintain a strong market share and
profitability, KFC should ensure that its
products and services are competitively
priced to meet customer needs. This is
particularly crucial during times of economic
recession when consumers may be more
inclined to seek cost-effective options. By
offering products and services at the right
price point, KFC can effectively compete with
other fast-food competitors and retain its
position in the market.
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