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Introduction 

The fast food industry stands as one of the most powerful and accessible entry points into 
entrepreneurial business ownership in the United States. With the global quick-service restaurant 
(QSR) sector valued at approximately $972.5 billion in 2024 — and the U.S. market alone accounting 
for nearly $389 billion — the opportunity to build a profitable business under an established brand 
has rarely been more compelling. Franchising provides a middle path between working for someone 
else and building a concept from scratch: you operate your own business while leveraging the training, 
systems, supply chain, and brand recognition of a proven company. 
This report provides a comprehensive overview of what prospective franchisees should expect when 
evaluating a fast food franchise opportunity. We examine start-up costs, real estate decisions, 
royalties and fee structures, geographic and financial requirements, multi-unit obligations, staff 
management challenges, and realistic revenue and profitability expectations — drawing on data from 
ten of the most widely franchised QSR brands in the United States. 

The Franchise Model vs. Independent Ownership 

A franchise agreement grants an operator the right to use a franchisor's brand, operating system, and 
intellectual property in exchange for fees and adherence to prescribed standards. Compared to 
launching an independent restaurant, franchising offers several structural advantages: a recognized 
brand that drives customer traffic from day one, standardized training and operational manuals, 
established supply chain relationships, national marketing, and ongoing support. In exchange, 
franchisees sacrifice operational autonomy and pay ongoing royalties that reduce net margins. For 
investors without deep restaurant experience, the scaffolding of a franchise system can be the 
difference between success and failure. 
The franchise model is legally governed by the Franchise Disclosure Document (FDD), a federally 
mandated document that must be provided to prospective franchisees at least 14 days before any 
agreement is signed. The FDD contains 23 standardized items, including financial performance 
representations, litigation history, and the full franchise agreement. Prospective franchisees should 
retain a qualified franchise attorney to review the FDD before committing. 

The Ten Most-Franchised Fast Food Brands in the United States 

The following table presents the ten largest franchised fast food restaurant systems in the U.S. by 
domestic unit count, along with estimated franchisee counts. Because a single franchisee commonly 
owns multiple locations — particularly in more capital-intensive systems — the number of individual 
franchisees is often substantially lower than the number of units. Note that Domino's follows a 
distinctive model in which over 95% of U.S. franchisees began as hourly employees, making it one of 
the most internally developed franchise systems in the country. 
 

Brand U.S. Locations 
(approx.) 

Est. U.S. 
Franchisees 

Franchised 
% 

Category 

Subway ~20,160 ~10,000–12,000 ~99% Sandwiches 

McDonald's ~13,700 ~2,000–2,500 ~95% Burgers 

Starbucks ~17,300 ~2,000+ ~50% Coffee / Café 

Dunkin' ~9,500 ~4,500–5,500 ~99% Coffee / 
Donuts 
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Taco Bell ~8,250 ~350–450 ~94% Mexican QSR 

Burger King ~6,600 ~400–500 ~82% Burgers 

Domino's ~7,000 ~2,000–2,500 ~96% Pizza Delivery 

Wendy's ~5,550 ~250–350 ~94% Burgers 

Chick-fil-A ~2,680 ~2,629 ~98% Chicken 

Pizza Hut ~6,200 ~1,500–2,000 ~98% Pizza 
Note: Starbucks is included for context as one of the largest U.S. QSR footprints; its domestic franchise model differs from 
traditional fast food systems and is largely structured around licensed locations (e.g., airports, grocery stores) rather 
than traditional franchisee-owned standalone units. Taco Bell and Wendy's franchisee counts are notably low relative to 
unit counts because both systems are dominated by large multi-unit operators. The single largest U.S. restaurant 
franchisee, Flynn Restaurant Group, alone operated approximately 2,805 units across multiple brands as of 2024. 

 

Start-Up Costs 

Start-up costs for a fast food franchise vary enormously depending on the brand, format, location, 
and whether the franchisee is opening a new location or acquiring an existing one. At the high end, a 
full-build Wendy's unit can exceed $3.8 million in total investment. At the low end, a Domino's 
delivery-focused location can be launched for as little as $107,000 in optimal conditions. 
Understanding the full cost stack — franchise fee, construction, equipment, and working capital — is 
essential before committing. 

Initial Franchise Fee 

The initial franchise fee is a one-time, non-refundable payment made to the franchisor upon signing 
the agreement. It grants the franchisee the legal right to use the brand, access its systems, and receive 
initial training. Fees vary widely across brands: 

• Chick-fil-A: $10,000 — among the lowest in the industry, enabled by Chick-fil-A's model in 
which the company funds the restaurant itself. 

• Domino's: $10,000–$25,000 — also very accessible, reflecting the brand's workforce-
development model. 

• Subway: $15,000–$25,000 — low entry fees consistent with Subway's historically accessible 
model. 

• McDonald's: $45,000 — mid-tier by brand reputation standards, given the significant total 
investment required. 

• Dunkin': $40,000–$90,000 — among the highest initial fees in the QSR sector, reflecting 
brand equity and territory value. 

• Taco Bell, Burger King, Wendy's, KFC, Pizza Hut: Typically $25,000–$50,000, varying by 
market and format. 

Total Investment Range by Brand 

The total initial investment encompasses the franchise fee, construction and build-out, equipment, 
signage, initial inventory, training costs, and working capital for the first several months of operation. 
The following table illustrates the spectrum across the ten featured brands: 
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Brand Total Investment 
Range 

Franchise Fee Net Worth 
Required 

Liquid Assets 
Required 

Domino's $107,000 – $744,000 $10,000–
$25,000 

$250,000 $75,000 

Subway $263,000 – $630,000 $15,000–
$25,000 

$150,000 $100,000 

Dunkin' $211,000 – 
$1,833,000 

$40,000–
$90,000 

$500,000 $250,000 

Pizza Hut $367,000 – 
$2,054,000 

$25,000 $700,000 $350,000 

Chick-fil-A $10,000 (operator 
only) 

$10,000 Minimal Minimal 

Burger King $363,000 – 
$4,731,000 

$50,000 $500,000 $250,000 

Wendy's $393,000 – 
$2,992,000 

$25,000–
$40,000 

$1,000,000 $500,000 

Taco Bell $575,600 – 
$3,370,000 

$25,000–
$45,000 

$1,500,000 $750,000 

McDonald's $1,471,000 – 
$2,728,000 

$45,000 $750,000+ $750,000 

Chick-fil-A* $427,000 – 
$2,340,000 

N/A (co. 
funded) 

N/A N/A 

*The second Chick-fil-A row reflects the total cost Chick-fil-A, Inc. bears to develop each restaurant. The operator's direct 
out-of-pocket commitment is $10,000; the company funds the balance and retains ownership of the real estate and 
physical plant. 

Cheapest vs. Most Expensive Entry Points 

At the low end, Domino's and Subway represent the most capital-accessible franchise opportunities 
in the group. A Domino's delivery-and-carryout unit — which requires no dining room — can be 
opened with as little as $107,000 in certain markets, with liquid capital requirements of just $75,000. 
Subway's inline strip-center format similarly keeps construction costs modest, with total investments 
starting around $263,000. Both brands appeal to first-time franchisees with limited capital but carry 
distinct profitability challenges discussed in Section 8. 
At the high end, full-build Wendy's, Taco Bell, and McDonald's units can approach or exceed $3 
million to $4 million when land, construction, equipment, and working capital are all included. 
McDonald's requires the highest minimum liquid capital at $750,000, and the brand's real estate 
model — in which franchisees pay rent to McDonald's on top of royalties — adds significant ongoing 
fixed cost obligations. Burger King's upper range of $4.7 million reflects larger-format freestanding 
builds in high-cost urban or suburban markets. 

Working Capital 
Beyond build-out and fees, franchisors require franchisees to hold sufficient working capital to fund 
operations through the first months before cash flows stabilize. McDonald's specifies $250,000 to 
$439,000 in additional funds for the first three months. Underestimating working capital is one of 
the most common causes of early-stage franchise distress across all brands. 
 



 

Fast Food Franchising   4 

Net Worth and Liquidity Requirements 

Franchisors impose minimum financial thresholds to ensure that prospective operators are 
sufficiently capitalized to weather the early months of operation and sustain the business through 
market volatility. These requirements serve as a screening mechanism that protects both the 
franchisee and the integrity of the system. 
Taco Bell carries one of the most demanding profiles in the group, requiring a minimum net worth of 
$1.5 million and $750,000 in liquid assets, reflecting the brand's strong preference for experienced 
multi-unit operators. Wendy's similarly requires a minimum net worth of $1 million and $500,000 
in liquidity. At the accessible end, Domino's sets a minimum net worth of just $250,000 with $75,000 
in liquid assets — though the brand's preference for internally developed candidates means that 
financial thresholds are only one part of the qualification equation. 
Chick-fil-A's model is the most unusual: because the company funds the restaurant's development, 
the franchisee's financial profile is evaluated less on raw capital and more on personal character, 
community engagement, and operational commitment. The brand reportedly receives over 60,000 
applications annually for fewer than 100 available operator slots, making financial qualification the 
easiest part of the process. 

Financing Options 

Most franchisees do not self-fund their entire investment. Common financing pathways include SBA 
7(a) loans, conventional bank financing, ROBS (Rollover for Business Startups) arrangements using 
retirement funds, and franchisor-arranged financing programs. Lenders are generally favorable 
toward established franchise brands with strong AUV data and low failure rates, since historical 
performance data can be used to underwrite cash flow projections. McDonald's, for example, requires 
that any borrowed funds be repaid within seven years. Domino's does not offer direct financing but 
maintains relationships with preferred lenders familiar with the brand's model. 
 

Real Estate and Location 

Real estate is arguably the single most consequential long-term decision a franchisee will make. 
Location determines customer traffic, competitive exposure, and the structural economics of the 
entire operation. Franchisors typically have robust site selection processes and must approve any 
location before a franchise agreement is signed, but the degree of franchisee financial responsibility 
varies significantly by brand. 

Buy vs. Lease 

Leasing is by far the more common path for new franchisees and the default arrangement for most 
QSR brands. Leasing preserves capital, reduces upfront investment, and allows the franchisee to focus 
on restaurant operations rather than property management. For franchisees operating in high-cost 
urban markets, leasing A-locations that would be unaffordable to purchase is a practical necessity. 
The downside is ongoing rent exposure: fast food leases are typically 10 to 20 years, often with 
percentage-of-sales clauses that allow landlords to participate in an operator's upside. 
Ownership of the underlying real estate can be highly advantageous for well-capitalized multi-unit 
operators. Property ownership eliminates rent escalation risk, provides equity accumulation, allows 
mortgage interest deductions, and creates a valuable asset that can be leveraged for future expansion. 
Research from Franchise Times confirms that multi-unit franchisees who own their real estate 
frequently build more long-term wealth than their leasing counterparts. 
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New Construction vs. Existing Buildings 

New construction (greenfield builds) gives the franchisee complete control over layout, brand 
standards, and kitchen flow, with all equipment under warranty. The downsides are timeline and cost: 
permitting, zoning review, and construction can stretch 9 to 18 months, during which the franchisee 
incurs pre-opening costs with no revenue. Second-generation conversions — taking over an existing 
restaurant space — typically offer faster speed-to-market and lower initial construction costs due to 
existing infrastructure, though hidden repair needs (grease traps, HVAC capacity, code compliance) 
can erode savings quickly. A thorough construction manager walk-through before lease execution is 
essential. 

Franchisor Real Estate Models 

McDonald's occupies a distinctively different position in the fast food real estate landscape. The 
company acquires or secures long-term leases on the land and building for its restaurant locations, 
then sub-leases those properties to franchisees. Real estate constitutes roughly 60% to 80% of 
McDonald's total corporate assets — a figure that led former CFO Harry J. Sonneborn to famously 
describe the company not as being in the food business, but in the real estate business. Franchisees 
pay McDonald's rent either as a fixed monthly amount (typically $100,000 to $225,000 per month) 
or as a percentage of gross sales (commonly 31.75%). Similarly, Chick-fil-A owns the restaurant and 
leases it to the operator, with the lease embedded in the combined operating service fee structure. 
Wendy's offers a Build-to-Suit development fund that allows franchisees to lease or sublease new 
builds directly from Wendy's at a slight premium, which reduces the franchisee's upfront capital 
requirement while enabling faster expansion. Taco Bell also assists franchisees with site selection 
through its Bell Point, Kalibrate, and SiteZeus analytical tools — though critics note the models carry 
acknowledged margins of error. 

Site Selection and Geographic Requirements 

Every major QSR franchisor maintains proprietary site selection criteria that evaluate traffic counts, 
visibility, access points, parking ratios, proximity to competitors, co-tenancy, and demographic 
profiles. Chick-fil-A is actively expanding into the Midwest, Mountain states, Northeast, California, 
Texas, and Florida. Subway, with over 20,000 domestic locations, is the most geographically 
saturated brand in the U.S. and new candidates are increasingly directed toward non-traditional 
venues such as airports, universities, hospitals, and military bases. Domino's, with its delivery-centric 
model, focuses heavily on delivery radius density and digital ordering coverage rather than traditional 
foot-traffic metrics. 
 

Royalties and Fees 

Ongoing fees are the economic foundation of the franchise relationship. They are typically structured 
as percentages of gross sales and paid weekly or monthly throughout the life of the franchise 
agreement. Understanding the cumulative fee burden is essential to accurately modeling franchisee 
profitability. 
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Royalty and Marketing Fees by Brand 

 
Brand Royalty 

Fee 
Ad/Marketing 
Fee 

Combined 
Rate 

Notes 

McDonald's 
(new) 

5% 4%+ ~9%+ First rate hike in ~30 
years (2024) 

Chick-fil-A 15% 0–3.25% 15%+50% of 
profit 

Co. owns restaurant; 
unique structure 

Subway 8% 4.5% 12.5% High rate relative to 
low AUV 

Pizza Hut 6% 4.75% 10.75% Yum! Brands 

Domino's 5.5% 5–8% 10.5–13.5% Higher ad fund offset 
by delivery model 

Dunkin' 5.9% 5% 10.9% Plus ~$300/mo 
technology fee 

KFC 5% 5% 10% Yum! Brands 

Taco Bell 5.5% 4.25% ~9.75% Yum! Brands; highest 
AUV in group 

Burger King 4.5% 4% 8.5% Restaurant Brands 
International 

Wendy's 4–6% 4% 8–10% Rate varies by 
restaurant type 

McDonald's 
(exist) 

4% 4% 8% Renewal/existing 
franchise rate 

 
Chick-fil-A's combined fee structure — 15% royalty plus 50% of net pre-tax profit — is categorically 
the most demanding in the QSR industry. However, with average unit volumes at non-mall locations 
of $9.3 million, the dollar value returned to operators after fees is substantial compared to most 
competitors. Subway's 12.5% combined rate is particularly challenging given the brand's low average 
unit volume of approximately $420,000 — leaving little margin for error after fees, rent, labor, and 
food costs. 

Other Recurring Fees 

Beyond royalties and advertising, franchisees face additional recurring costs including technology 
fees (Dunkin' charges approximately $300 per month for POS and digital systems), inspection fees, 
training fees for new managers and employees, renewal fees at term, and transfer fees when a 
franchise changes hands. Taco Bell requires approximately seven weeks of training at Yum! 
University as well as 400 hours of on-the-job training, with associated travel and lodging costs borne 
by the franchisee. 
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Multi-Unit and Development Requirements 

A significant structural trend in modern franchising is the shift toward multi-unit development, 
particularly in the QSR segment. Franchisors increasingly prefer candidates willing and financially 
capable of opening multiple locations rather than single-unit operators, as multi-unit franchisees 
provide more predictable system growth, economies of scale in oversight, and greater franchisor 
return on recruitment investment. 

Area Development Agreements 

An Area Development Agreement (ADA), sometimes called a Multi-Unit Development Agreement 
(MUDA), grants a franchisee the exclusive right — and obligation — to open a defined number of units 
within a specified geographic territory over a set timeline. The franchisee pays a development fee at 
signing in addition to the franchise fee for the first unit. As a rule of thumb, the industry-standard 
ADA structure charges 100% of the initial franchise fee for the first unit and 50% for each additional 
committed unit. Franchisors frequently reduce per-unit franchise fees for subsequent units as an 
incentive for larger development commitments. 

Brand-Specific Multi-Unit Profiles 

Taco Bell and Wendy's are among the most explicitly multi-unit-oriented brands in the sector. Taco 
Bell's typical franchisee profile is an experienced QSR operator managing five or more locations, and 
the brand's $5 million minimum net worth requirement reflects this expectation. The largest Taco 
Bell franchisees operate portfolios of 50 to 200+ locations. Subway has shifted its strategy similarly, 
now explicitly seeking candidates who commit to multiple locations rather than single-store operators 
— a departure from the brand's historical growth strategy that produced what many considered an 
oversaturated system with too many marginal single-unit operators. 
McDonald's has long been dominated by multi-unit operators; the brand's 13,700 domestic locations 
are owned by approximately 2,000 to 2,500 franchisees, implying an average of roughly five to six 
locations per franchisee. Domino's is uniquely development-oriented in a different direction: the 
brand actively promotes from within, and most U.S. franchisees are former employees who developed 
through the system. Over 95% of Domino's U.S. franchisees began as part-time team members or 
delivery drivers, making it one of the most internally cultivated franchise systems in the industry. 

Consequences of Non-Compliance with Development Schedules 

Area development agreements carry significant risk for franchisees who miss their development 
schedule. Failing to meet construction timelines can result in forfeiture of the territorial exclusivity, 
loss of previously paid development fees, and — where cross-default provisions exist — potential 
jeopardy to existing operating units. Prospective franchisees should carefully evaluate whether 
development timelines are achievable given realistic financing, permitting, and construction 
timeframes before signing an ADA. 
 

Staff Management 

People management is arguably the most operationally demanding dimension of running a fast food 
franchise. The QSR industry employs a large proportion of entry-level, part-time, and teenage 
workers — a demographic cohort characterized by high mobility and limited employer loyalty. 
Managing this workforce effectively is central to controlling costs and delivering the brand-standard 
customer experience that protects the franchise's AUV. 
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Staffing Requirements and Franchisor Training Systems 

Every major franchisor in this report provides standardized HR resources, training curricula, and 
employee management systems as part of the franchise support package. McDonald's requires 
franchisees to complete 12 to 18 months of in-restaurant training before opening, including 
operational, managerial, and HR competencies at Hamburger University. Chick-fil-A conducts 
comprehensive training at its corporate headquarters in Atlanta, covering ServSafe certification, 
People Strategy, and brand standards. Taco Bell mandates a minimum seven-week course at Yum! 
University plus 400 hours of on-the-job training. Wendy's training spans 12 to 16 weeks of classroom 
and on-the-job instruction. 
A typical fast food location staffs between 15 and 30 employees depending on format, volume, and 
daypart coverage. Operators must designate on-site general managers responsible for daily 
operations, and most major brands require active involvement from the franchisee — prohibiting fully 
passive ownership arrangements. Both McDonald's and Chick-fil-A explicitly prohibit passive 
investment structures. 

Labor Costs as a Percentage of Revenue 

Labor costs are one of the two largest operating expense categories for fast food franchisees, alongside 
food and paper costs. In the QSR sector, labor costs typically account for 25% to 31% of total revenue. 
A 2025 survey found that 89% of restaurant operators reported rising labor costs, with QSR labor 
cost increases averaging approximately 6.3% year-over-year in 2024 — nearly double the national 
average wage inflation rate. High-minimum-wage states such as California, New York, and 
Washington compress margins further, with some operators reporting labor costs approaching 35% 
of sales. 

Turnover: The Defining HR Challenge 

The QSR industry consistently records the highest employee turnover rates of any sector in the U.S. 
economy. According to the Bureau of Labor Statistics, the restaurant industry turnover rate stood at 
approximately 64% in 2024, down from a post-pandemic peak of over 135% for hourly QSR workers 
in 2022. Industry benchmarks specific to fast food suggest annualized turnover can exceed 120% for 
hourly crew at many chains, meaning the average location replaces its crew more than once per year. 
The financial cost of turnover is substantial. Replacement costs for a front-line hourly fast food 
employee average $1,056 to $2,305 in direct hard costs. Manager turnover is far more expensive: 
replacing a non-GM manager costs approximately $10,518, while replacing a General Manager runs 
approximately $16,770. Research confirms that restaurants offering top-tier General Manager 
compensation see turnover rates approximately 6% lower than lower-paying peers, and locations with 
lower overall turnover consistently outperform on same-store sales and traffic growth. 
Effective retention strategies across the industry include competitive wage setting relative to the local 
market, flexible scheduling, meaningful internal promotion pathways, on-demand earned wage 
access (EWA) programs, and consistent communication. Domino's career development pipeline — 
from delivery driver to franchisee — represents perhaps the most successful retention and promotion 
model in the QSR industry, contributing to its lower-than-average turnover relative to peers. 
 

Revenue and Profitability 

Revenue and profit potential vary enormously across brands, formats, and markets. Average Unit 
Volume (AUV) — the average annual gross sales per location — is the most widely cited top-line 
metric. However, AUV alone does not determine profitability; the combined effect of royalties, rent, 
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labor, food costs, and capital repayment determines whether a franchisee prospers or struggles. The 
gap between the highest- and lowest-AUV brands in this report is dramatic, spanning from roughly 
$420,000 per year at Subway to $9.3 million per year at Chick-fil-A non-mall locations. 

Average Unit Volumes by Brand 

Brand AUV (Annual) Median / Notes Combined 
Fee Rate 

Approx. Net 
Margin 

Chick-fil-A (non-mall) $9,300,000 6-day week; no 
Sundays 

15%+50% 
profit 

5–7% to 
operator 

McDonald's $3,966,000 Median: 
$3,838,000 (2024) 

~8–9% ~6–12% 

Taco Bell $2,200,000 Target $3M by 
2030 

~9.75% 10–15% 

Wendy's $1,984,000 2024 FDD ~8–10% 10–15% 

Burger King $1,399,000 QSR Magazine data ~8.5% ~8–12% 

Dunkin' ~$900,000 7,190 stores in 
2024 FDD 

~10.9% ~10–15% 

Domino's $1,340,000 Delivery/carryout 
model 

10.5–13.5% ~15–20% 

Pizza Hut ~$900,000 Delivery/dine-in 
blend 

~10.75% ~8–12% 

Subway ~$420,000 Significantly below 
peers 

12.5% ~2–5% 

 

Highest-Performing Brands: Chick-fil-A and McDonald's 

Chick-fil-A's non-mall AUV of $9.3 million is, by a wide margin, the highest in the QSR industry. 
Total systemwide sales exceeded $22.7 billion in 2024, making it one of only three restaurant brands 
in America with U.S. sales above $20 billion. This performance is achieved on a six-day operating 
week — all locations remain closed on Sundays. Operator take-home pay is estimated at $100,000 to 
$425,000 annually depending on store type and performance, representing 5% to 7% of gross sales 
after Chick-fil-A's combined fee obligations. 
McDonald's average AUV for domestic traditional franchised locations reached $3,966,000 in 2024, 
with the median at $3,838,000. Approximately 78% of franchised traditional locations exceeded 
$3,000,000 in annual sales. Estimated operator earnings range from $150,000 to over $460,000 per 
location annually, with a payback period of 4.6 to 6.6 years on a typical total investment. 

Mid-Tier Performers: Taco Bell, Wendy's, Domino's 

Taco Bell's current AUV of approximately $2.2 million reflects strong recent momentum — the brand 
grew AUV from $1.6 million in 2019 to $2.2 million in 2024 and has set an ambitious target of $3 
million by 2030. Restaurant-level margins exceed 24%, among the strongest in the QSR burger-and-
fast-casual segment. Wendy's franchised locations averaged approximately $1,984,000 in AUV with 
an estimated net profit of $200,000 to $300,000 per location annually. Domino's benefits from its 
delivery-and-carryout model, which eliminates dining room overhead; the brand's estimated AUV of 
$1.34 million translates to stronger EBITDA margins (15% to 20%) than full-service QSR formats 
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with similar or higher volumes, and its lower total investment makes the return on invested capital 
particularly compelling. 

Lowest-Performing: Subway and the AUV Problem 

Subway's AUV of approximately $420,000 is significantly below all other brands in this report and 
represents perhaps the most frequently cited concern among prospective investors evaluating the 
system. When combined with a 12.5% combined royalty and ad fee rate — one of the highest in the 
industry — the math for single-unit profitability is challenging. After royalties, advertising, rent, labor 
(25% to 31%), and food costs (28% to 35%), a single Subway location often generates net income 
equivalent to a modest managerial salary rather than a true business return. Industry observers 
frequently note that Subway ownership functions more like a low-paying job for single-unit operators. 
Multi-unit scale is generally required to generate meaningful economic returns, and Subway itself has 
shifted its strategy to favor multi-location candidates. 

Factors Driving Profitability Across All Brands 

• Location quality: Traffic volume, visibility, and co-tenancy are the primary drivers of top-
line sales regardless of brand. 

• Operational efficiency: Labor scheduling, food waste reduction, and upsell performance 
directly impact margins. 

• Management quality: The General Manager's ability to retain staff and maintain brand 
standards has outsized impact on results. 

• Rent-to-sales ratio: Rent should generally not exceed 8% to 10% of sales for healthy QSR 
unit economics. 

• Multi-unit scale: Operating multiple locations allows franchisees to spread fixed 
management costs, negotiate better vendor pricing, and deploy capital more efficiently. 

Realistic Expectations and Risk Factors 

Prospective franchisees should approach franchisor-provided AUV data with appropriate scrutiny. 
Item 19 of the FDD discloses historical financial performance, but averages can obscure wide 
dispersion — a McDonald's system with an average AUV of $3.97 million includes units ranging from 
$914,000 to $19.7 million. First-year performance typically lags system averages, and franchisees 
should model conservative scenarios and ensure debt service remains manageable if revenue comes 
in 20% to 30% below the system median. 
It is worth noting that Taco Bell's FDD does not disclose actual historical AUV data for franchised 
locations — instead providing sales projections from three modeling tools (Bell Point, Kalibrate, and 
SiteZeus) with acknowledged margins of error. For a brand of Taco Bell's scale, this represents a 
transparency gap that prospective franchisees should factor into their due diligence. 
 

Conclusion 

Franchising a fast food restaurant is simultaneously one of the most accessible and most demanding 
paths to business ownership in the American economy. The structural advantages of operating under 
an established brand — traffic, training, supply chain, marketing, and systems — provide a powerful 
foundation that independent restaurant operators lack. At the same time, the combination of high 
start-up costs, ongoing royalty and fee obligations, labor-intensive operations, and the relentless pace 
of QSR execution demands genuine operational commitment and financial discipline. 
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Brand selection is the most consequential decision a prospective franchisee will make, and the ten 
brands profiled in this report represent meaningfully different economic propositions. Chick-fil-A 
delivers the highest unit-level revenue performance — $9.3 million AUV — with a low entry cost, but 
operators function more as managers than traditional business owners, with the company retaining 
ownership and 50% of pre-tax profits. McDonald's offers proven brand strength and $3.97 million 
average AUV, but requires the largest minimum liquid capital and imposes a distinctive real estate 
cost structure through its sub-lease arrangement. Taco Bell and Domino's represent compelling mid-
tier opportunities with strong margin profiles and favorable growth trajectories. Subway, while the 
most capital-accessible of the group, presents significant AUV and fee burden challenges that make 
single-unit ownership economically marginal for most investors. 
Real estate decisions, staffing strategy, and multi-unit structure are the three operational levers that 
most powerfully determine long-term financial outcomes. Franchisees who secure excellent locations, 
invest in staff retention and management development, and scale efficiently to multiple units are the 
ones who build durable, profitable businesses. Those who underestimate the labor challenge, sign 
leases for marginal locations, or stretch capital too thin across rapid development obligations are 
most likely to struggle. 
Before signing any franchise agreement, every prospective franchisee should be able to answer the 
following: Do I have sufficient liquid capital to withstand 12 to 18 months of below-expectation 
performance? Am I willing and able to be actively involved in daily operations? Have I spoken directly 
with current and former franchisees — including those who have exited the system? Does the long-
term economics of this brand, at this investment level, at this location, generate a return 
commensurate with the capital and personal commitment required? 
The franchise opportunity, when chosen carefully and executed rigorously, remains one of the most 
reliable wealth-building vehicles available to American entrepreneurs. The due diligence required to 
get there is non-trivial — and is best conducted with the guidance of a qualified franchise attorney, a 
financial advisor experienced in QSR economics, and as many existing franchisees as the prospective 
operator can reach. 
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