Yum! Brands Inc. is a global restaurants company operating in over 100 countries; there are 33,000 restaurant units generating almost US$ 1.2 billion in operating profit.

The restaurant chain is listed on the New York Stock exchange.  China and India are currently significant growth markets.  Yum! Australia consists of approx. 1,000 units, with system sales greater than A$1 billion. Yum! Is out there…and more than likely they have a restaurant near you.
For the last six years Yum! Brands Inc have opened more than 700+ new restaurants each year. In China alone, they are opening one unit a day and this is significant in delivering profit growth and share price growth.   It has taken some time for Yum! To evolve into the company they are today.  They were most recently owned by Pepsico Inc. a “spun off” with considerable debt in 1997.  They worked through their debt and identity crisis, changed their name at least once before becoming Yum! in 2002.  
With the new found name and independence there was a flurry of activity including mergers, acquisitions, refranchising, new growth markets.  At the same time they began redefining their culture - people capability, how they would work together and review reward and recognition systems.   

As Yum! is a US-owned company, it is listed on the New York stock exchange.  However for the purposes of Employee Share Ownership, the same principles apply in Australia.  Approximately 70% of their brand units are franchised.  Equity business consists of around 3000 permanent employees and a large casual workforce. Pepsico introduced the first Employee Ownership Programme in 1989.
In the Yum! Global empire, Australia is a drop in the Pacific Ocean. Of the 3000 permanent employees approximately 850 are award free and are not covered by an award/AWA - including office support staff and the restaurant management. Many of these employees were introduced to an ownership programme during the Pepsico Inc. days.

In fact, one of the very generous benefits provided by Pepsico was a global stock option plan.  Each year eligible employees received 10% of their earnings as Pepsico stock options that vested 20% per annum over five years.   It was a hard act to follow.  We set ourselves modest expectations.
All Yum! Brands Inc ownership plans have a direct link to the company’s core values, eg.   accountability:  we do what we say, we are accountable, we act like owners. By mid 1999 two stock option plans were introduced, a “phantom” share plan and an employee share purchase plan. Salary sacrifice share purchase with the company provided 15% discount. 

Further employee contributions and conditions:
Minimum contribution of A$100 per four week period

Maximum contribution of A$12,500 per annum

Minimum participation of 24 weeks
Employee eligibility – category, six months service

Eligible employees purchase Yum! Shares on the NY stock exchange with a 15% discount provided by the company.  Purchase is via salary sacrifice.  Shares are immediately credited to an employee's account and are held in trust for the employee. All Share purchase and sale transactions are managed by Link Market Services – Yum’s Plan Administrator.   At A$100 per four weeks the employee will accumulate A$ 1,300 of his/her own and the total account balance with the 15% discount will be A$1,529 (a gain of A$229).  At $12,500 per annum a total account balance after the discount of A$ 14,705 (an additional A$ 2,205) will be achieved.
Eligibility is extended to permanent employees i.e. both Restaurant Management and Team Members working in the restaurants.

Employees with primary responsibility for profit (and sales) are eligible for more than one ownership programme; otherwise employees can only participate in one programme.

Finally there are restrictions on the disposal of the shares.  This is consistent with it being a long-term ownership plan and not for short-term speculation.

Yum! Brands Inc provides periodic advice to all employees on Yum share purchase price. Bi-annual statements issued to plan participants. Termination of employment triggers exit from the plan. The employee then has 90 days to exercise – sale or transfer of stock into employee name. The exit administration process is handled by Link Market Services. Employees must then sell stock or transfer stock into their own name within 90 days. Exit is obligatory regardless of share price at the time.

Yum! Brands Inc planned and completed four principle activities prior to implementation and launch: Legal compliance, documentation, administration and communication. Proper administration and communication proved key to successful implementation.
The company progressed these activities simultaneously whilst waiting on the external ASIC approval and relied on in house legal counsel for all legal compliance matters and documentation requirements. 

Yum! Brands Inc went to tender on administration – having made an early decision that share plan administration is not our core business. High standards were set for the external providers. Since the appointment of Link Market Services they have exceeded Yum! Brands Inc service expectations.  We have never missed a beat!  

National launch – “Get a Taste of Ownership”  
The relevant communication materials included invitation letter, plan outline, salary sacrifice sample, taxation implications summary, and application form.

Yum! Brands Inc did a full launch. “Get a Taste of Ownership” was plastered over 1,000 of chocolate bars and distributed during the education sessions.   The launch was linked back to “Acting Like an Owner” – and how the company encouraged employees to work together.
After the launch there was a need to follow-up to sustain the momentum, to review and reduce the vesting” requirements and revise the company’s communication materials. It was seen that communication presented the single biggest opportunity. It was necessary to revisit the benefits of (employee) ownership regularly in light of changes in the marketplace – tax rates, recent changes in superannuation surcharge 

A major relaunch planned highlighting the benefits of ownership and Yum! Share price growth since introduction in 1999.  

All eligible employees are now contacted each year with the revised materials and an application form. There is also a need to promote ownership offerings to Permanent Team Members, especially given Yum! ‘s strong “promote from within” culture and practice. The company uses every opportunity, eg Quarterly business updates, to promote the benefits of ownership. This can also be done via DVD etc to maximise penetration around Australia. 
Promotion is also achieved via employee testimonials highlighting the success of participation. These reflect the level of success and the ownership mindset. Here are some examples:

“what haven’t I done….I’ve paid for 21st birthdays, overseas trips, the company’s contribution has been very generous”


“makes good financial sense, pre tax, salary sacrifice plus dividends….it’s a long term investment strategy and I would recommend it to others


“I am a lot more interested in share price movements.  It plays a part in how my decisions impact the share price”


“ went to Vegas, flew over the grand canyon, did the Elvis ceremony and came back to Dubbo”
_______________________________________________________________
This is a slightly edited version of a Case Study presentation by Sue Stanton, of Yum! Restaurants International as part of a promotional breakfast workshop presented under the title Employee Share Plans: Getting Started by the ESO Unit of the Department of Employment and Work Relations,  Sydney , 22nd August, 2006. 
