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Brand Names versus �No-Names� 
Which Type of Franchise is Right for You? 
 

I n 1954, Ray Kroc mortgaged his home and invested his entire life savings to become the 
exclusive distributor of a five-spindled milkshake maker called the Multimixer. Hearing about the 
McDonald's hamburger stand in California running eight Multimixers 
at a time, he packed up his car and headed West. He was 52 years old. 

Ray Kroc had never seen so many people served so quickly when 
he pulled up to take a look. Seizing the day, he pitched the idea of 
opening up several restaurants to his brothers Dick and Mac 
McDonald, convinced that he could sell eight of his Multimixers to 
each and every one. "Who could we get to open them for us?" Dick 
McDonald said. "Well," Kroc answered, "What about me?"   

Ray opened his first restaurant in Des Plaines, Illinois in 1955. 
First day's revenues - $366.12. No longer a functioning restaurant, 
that building is now a museum containing McDonald's memorabilia 
and artifacts, including the Multimixer!    

There are two important points about this story.  First, when inflation is factored in,  $366 in 
1955 equals more than $2,500 in today�s dollars. Thus, if Kroc had started his enterprise today, 
gross revenue would be close to $1,000,000 per year.  Secondly, though McDonalds is now an 
internationally-known brand name, 50 years ago it was a �no-name�. 

Conclusion:  Building a brand versus buying a brand may be more successful. 

We often hear from clients who are interested only in name-brand franchises.  They believe in 
the value of name recognition and perceive the potential for instant success in what Ray Kroc and 
others like him have built.  And that�s fine, because we represent a variety of franchise 
opportunities, including name brands and no-name brands alike. In general, we look for the 
following positive characteristics: 

♦ Industries with high profit margins  
♦ Reasonable initial and ongoing cost 
♦ Successful track records 
♦ Ethical business practices  
♦ Excellent training and support  
 

You may have noticed that brand-name recognition is not on the list, and here�s why. While 
there�s nothing wrong with strong and positive name recognition, it�s not necessarily a guarantee of 
success or future profitability.  Here�s what we�ve learned: 
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CChhaarraacctteerriissttiiccss  ooff  EEssttaabblliisshheedd  FFrraanncchhiisseess::  
♦♦   BBeetttteerr  nnaammee  rreeccooggnniittiioonn  ��  WWhhoo  ccaann  aarrgguuee  wwiitthh  tthhee  vvaalluuee  ooff  bbrraannddss  lliikkee  CCookkee  oorr  KKlleeeenneexx,,  

nnaammeess  tthhaatt  aarree  ttooddaayy  ssyynnoonnyymmoouuss  wwiitthh  tthhee  pprroodduuccttss  tthheeyy  rreepprreesseenntt??    IInn  ffaacctt,,  ssoommee  bbrraanndd--nnaammee  
ffrraanncchhiisseess  hhaavvee  aaccttuuaallllyy  aaddoopptteedd  nniicckknnaammeess  pprroovviiddeedd  bbyy  tthheeiirr  ccuussttoommeerrss,,  lliikkee  MMiicckkeeyy--DDss  oorr  
KKFFCC..  

♦♦   MMoorree  rreeggiioonnaall  aanndd  nnaattiioonnaall  mmaarrkkeettiinngg    --    AAddvveerrttiissiinngg  iiss  nneevveerr  aa  bbaadd  
tthhiinngg,,  bbuutt  wwhhoo��ss  ppaayyiinngg  ffoorr  iitt??    MMoosstt  wweellll--eessttaabblliisshheedd  ffrraanncchhiisseess  cchhaarrggee  aa  
mmaannddaattoorryy  ��aadd  ffuunndd��  tthhaatt  mmaayy  oorr  mmaayy  nnoott  bbeesstt  ssuuiitt  yyoouurr  llooccaall  mmaarrkkeett..    

♦♦   EExxppeerriieenncceedd  mmaannaaggeemmeenntt  ��  MMaannyy  eessttaabblliisshheedd  ffrraanncchhiisseess  mmaaiinnttaaiinn  
ccoonnssiisstteenntt  mmaannaaggeemmeenntt,,  bbuutt  eexxeeccuuttiivvee  mmaannaaggeerrss  oofftteenn  uussee  tthheeiirr  eexxppeerriieennccee  
ttoo  eessttaabblliisshh  ccoommppeettiinngg  bbrraannddss..    

♦♦   MMoorree  rreeffiinneedd  ttrraaiinniinngg  aanndd  ssuuppppoorrtt  ��  NNootthhiinngg  ssuucccceeeeddss  lliikkee  ssuucccceessss,,  
bbuutt  wweellll--eessttaabblliisshheedd  ffrraanncchhiisseess  mmaayy  bbee  mmoorree  rriiggiidd  iinn  rreeiinnffoorrcciinngg  
ssttaannddaarrddiizzaattiioonn..    AAss  aa  ffrraanncchhiisseeee,,  yyoouu  mmaayy  ffeeeell  mmoorree  lliikkee  aann  
eemmppllooyyeeee  vveerrssuuss  aann  eennttrreepprreenneeuurr..  

♦♦   BBeetttteerr  ppuurrcchhaassiinngg  ppoowweerr    ----    EEssttaabblliisshheedd  ffrraanncchhiisseess  mmaayy  eennaabbllee  yyoouu  ttoo  aaccqquuiirree  ggooooddss  aatt  lleessss  
ccoosstt..    HHoowweevveerr,,  tthheeyy  mmaayy  rreeqquuiirree  yyoouu  ttoo  ppuurrcchhaassee  ggooooddss  tthhrroouugghh  tthheemm  ----  wwiitthh  aann  iimmbbeeddddeedd  
pprrooffiitt  mmaarrggiinn..  

  
CChhaarraacctteerriissttiiccss  ooff  NNeewweerr  FFrraanncchhiisseess::  

♦♦   EExxcciittiinngg,,  ccuuttttiinngg--eeddggee  ccoonncceeppttss  ��  WWhhoo  iinnttrroodduucceedd  tthhee  9999  cceenntt  mmeennuu??    WWeennddyyss  ddiidd,,  tthheerreebbyy  
ggaaiinniinngg  1122%%  mmaarrkkeett  sshhaarree  wwhhiillee  ffoorrcciinngg  ccoommppeettiinngg  cchhaaiinnss  ttoo  ssllaasshh  pprriicceess  aanndd  lloossee  pprrooffiittss..    
NNeewweerr  ffrraanncchhiisseess  aarree  oofftteenn  mmoorree  fflleexxiibbllee,,  nniimmbbllee  aanndd  hhiigghhllyy  mmoottiivvaatteedd  ttoo  tthhiinnkk  oouuttssiiddee  tthhee  bbooxx..  

♦♦   BBuussiinneessss  mmaayy  hhaavvee  bbeeeenn  ddeessiiggnneedd  ttoo  aavvooiidd  mmiissttaakkeess  mmaaddee  bbyy  oollddeerr  ffrraanncchhiisseess  ��  LLooookk  aatt  aannyy  
ffrraanncchhiissee  eessttaabblliisshheedd  iinn  tthhee  llaasstt  55  yyeeaarrss,,  aanndd  yyoouu��llll  ffiinndd  oonnee  tthhaatt  hhaass  ssttrriivveenn  ttoo  ��bbuuiilldd  aa  bbeetttteerr  
mmoouusseettrraapp��  ��  tthhrroouugghh  ffaasstteerr  ddeelliivveerryy,,  lloowweerr  ccoosstt,,  iinnccrreeaasseedd  ccoonnvveenniieennccee  oorr  aa  vvaarriieettyy  ooff  ootthheerr  

iimmpprroovveemmeennttss  vveerrssuuss  oollddeerr  bbuussiinneessss  mmooddeellss..    

♦♦   LLoowweerr  ccoosstt  ooff  eennttrryy  aanndd  rrooyyaallttiieess  ��  TThheerree  iiss  aa  wweellll--
eessttaabblliisshheedd  aanndd  ssuucccceessssffuull  bbrreeaadd  ffrraanncchhiissee  tthhaatt  hhaass  
bbeeccoommee  uunnaaffffoorrddaabbllee  ffoorr  mmoosstt  eennttrreepprreenneeuurrss..    TTeenn  yyeeaarrss  
aaggoo,,  tthheeyy  mmiigghhtt  hhaavvee  bbeeeenn  iinntteerreesstteedd  iinn  ssppeeaakkiinngg  wwiitthh  

yyoouu..  BBuutt  ttooddaayy,,  tthheeyy  aarree  oonnllyy  llooookkiinngg  ffoorr  ooppeerraattoorrss  wwiitthh  
11))  ssppeecciiffiicc  eexxppeerriieennccee  22))  aa  mmiinniimmuumm  ooff  $$77..55mmmm  nneett  wwoorrtthh  

aanndd  33))  aann  iinntteerreesstt  iinn  oowwnniinngg  aatt  lleeaasstt  1155  uunniittss..    TThheerree  iiss  aa  wweellll--
eessttaabblliisshheedd  aanndd  nnaattiioonnaallllyy--kknnoowwnn  ppiizzzzaa  ffrraanncchhiissee..    HHoowweevveerr,,  tthheeiirr  

ffrraanncchhiissee  ffeeee  iiss  ccoonnssiiddeerraabbllyy  hhiigghheerr  tthhaann  aavveerraaggee  aanndd  ooppeerraattoorrss  aarree  
cchhaarrggeedd  1111%%  rrooyyaallttiieess  aanndd  aadd  ffuunnddss..    NNeewweerr  ffrraanncchhiisseess  oofftteenn  pprroovviiddee  tthhee  

ssaammee  hhiigghh--qquuaalliittyy  pprroodduuccttss//sseerrvviicceess  aatt  ffaarr  lleessss  ccoosstt  ttoo  tthhee  ffrraanncchhiisseeee..  
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♦ MMoorree  ooppppoorrttuunniittyy  ttoo  sshhaarree  iinn  eeqquuiittyy  ggrroowwtthh  ooff  tthhee  ccoommppaannyy  ��  JJuusstt  lliikkee  ppeeooppllee,,  ffrraanncchhiisseess  
ggeenneerraallllyy  ggrrooww  ffaasstteerr  wwhheenn  tthheeyy  aarree  yyoouunnggeerr  aanndd  ggrroowwtthh  sslloowwss  ddoowwnn  wwiitthh  aaggee..    MMccDDoonnaallddss  iiss  aa  
ggoooodd  eexxaammppllee  wwhheerree  ggrroossss  rreevveennuueess  ppeerr  uunniitt  hhaavvee  ccrreepptt  uupp  oonnllyy  ffrraaccttiioonnaallllyy  oovveerr  tthhee  llaasstt  
ddeeccaaddee,,  nnoott  hhaavviinngg  kkeepptt  ppaaccee  wwiitthh  ccoosstt  ooff  ggooooddss,,  ssttaaffffiinngg  aanndd  ootthheerr  bbuussiinneessss  eexxppeennsseess..    OOff  
ccoouurrssee  yyoouu  wwaanntt  yyoouurr  bbuussiinneessss  ttoo  bbee  pprrooffiittaabbllee  wwhhiillee  yyoouu  oowwnn  iitt..    BBuutt  iitt��ss  eeqquuaallllyy  iimmppoorrttaanntt  tthhaatt  
tthhee  vvaalluuee  ooff  yyoouurr  bbuussiinneessss  hhaass  iinnccrreeaasseedd  wwhheenn  yyoouu  aarree  rreeaaddyy  ttoo  sseellll  iitt..     

♦ More flexibility in working with franchisees � Every franchise has an established business 
model, and your success will be partly based on how well you follow it. However, older and 
more established franchises are often focused on maintaining their brand vs. building it. As a 
result, their business models sometimes become overly rigid. Newer franchises generally are 
more receptive to input and feedback from their franchisees and more flexible in their business 
models. 

 
 

 ****************************************** 
 
In conclusion, franchises with strong brand names all have one thing in common: Every one of 

them started with no name recognition at all.  They succeeded over time with products that met the 
needs of the marketplace, and �early-adopters� like Ray Kroc reaped the greatest rewards.  
Additionally, a well-recognized brand is not necessarily a guarantee of success, just as a lesser-
known brand is not necessarily a negative. Finally, since franchises often focus on regional growth, 
what may be a �no-name� opportunity to you may be a very well-known brand elsewhere � and 
introducing that brand to your marketplace might be your best path to success.   
 

xxx 
 

AT Franchise Consultants provides no-cost assistance to entrepreneurs nationwide, helping them 
identify franchise business opportunities that match their interests, backgrounds and financial 

means. We offer hundreds of business opportunities in a multitude of categories. 
 

We are an affiliate of the world�s largest franchise consulting network with more than 25 years 
experience helping entrepreneurs like you find and own their own businesses. 

 
Contact us at 800-991-8802 or salvarez@atfranchise.com 

www.atfranchise.com 


