S2 BUSINESS MANAGEMENT 

HOMEWORK EXERCISE 6
CASE STUDY – McDONALD’S (A FRANCHISE BUSINESS)
Brothers Dick and Mac opened their first restaurant in 1940 in California.  Their winning formula was to sell high quality products cheaply and quickly.  However, when Ray Kroc became involved then the business really started to grow.  Ray knew the same formula would work throughout the USA and beyond.

In 2001 McDonald’s served 16 billion customers and global sales were $38 billion.  

Over 70% of McDonald’s businesses are franchises.

The first McDonald’s restaurant (franchise) opened in the UK in 1986 – there are now over 1200 restaurants employing 70,000 people.

What is franchising?

McDonald’s (the franchisor) allows someone to set up their own business (franchisee) and grants them the right to sell McDonald’s goods.

McDonald’s still own the site and the building but the franchisee buys the equipment and the right to operate the business for 20 years.  

All franchisees must use the same menus, layout and administration systems.

ADVANTAGES
· The franchisee is still their own boss.  They get training and support from McDonald’s and McDonald’s checks that they provide high quality service as well as value and cleanliness.

· They are selling a recognised product.  Remember many new businesses fail – this franchise is very unlikely to fail!

· Get national advertising and marketing.  Advertising campaigns on TV are paid for my McDonald’s.  They sponsor huge national events like the Football World Cup and the Olympic Games.

Ray Kroc recognised early on that the franchisee needed to dedicate themselves to their restaurants – he wanted people who were motivated and dedicated.  He wanted people who were willing to give up their jobs to take on the McDonald’s franchise.  Their selection process is very tough to ensure they only recruit the very best people.
WRITE YOUR ANSWERS IN SENTENCES

QI
When was the first McDonald’s restaurant opened?

Q2
When was the first McDonald’s restaurant opened in the UK?

Q3
What was the successful formula used by the McDonald brothers?

Q4
How many customers did McDonald’s serve in 2001?
Q5
Explain clearly the difference between a FRANCHISOR and a FRANCHISEE.
Q6
In a McDonald’s restaurant what 3 things must be the same in every restaurant?

Q7
Give 2 advantages of a owning a McDonald’s franchise.

Q8
What type of person do McDonald’s look for in a franchisee?

