Burger King's Business Model

Idea In Short

Burger King sells flame-grilled burgers, but most of its profit comes from something other
than the food itself. Restaurant Brands International, the Toronto-based parent that also
owns Tim Hortons and Popeyes, runs Burger King almost entirely through independent
franchisees who pay upfront fees, ongoing royalties and rent on restaurant real estate the
parent company owns or leases. James McLamore and David Edgerton opened the first
Burger King in Miami in 1954, and the chain grew into one of the largest fast-food networks
in the world through decades of franchising, ownership changes and a 2014 merger that
created Restaurant Brands International. Today the company is midway through a
multibillion-dollar remodeling push called Reclaim the Flame, aimed at reversing years of

underinvestment in its restaurants.

A chain built to challenge McDonald's

James McLamore and David Edgerton opened the first Burger King restaurant in Miami in
1954, explicitly modeling their concept on the McDonald's approach to fast, standardized
food while distinguishing the menu with flame-grilled burgers instead of griddle-cooked
ones.1 The chain expanded quickly through franchising during its early decades, then
passed through a series of corporate owners, including the Pillsbury Company, which
acquired it in 1967. Private equity firm 3G Capital bought Burger King in 2010 for close to 3.3
billion dollars and pushed the chain toward a more aggressive franchise-heavy structure,
selling off company-owned restaurants to reduce Burger King's direct operating costs.

A chain that sells burgers for a living can still make more money from the rent it
charges than from the burgers it sells.
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The defining corporate event came in 2014, when Burger King merged with the Canadian
coffee-and-doughnut chain Tim Hortons to form Restaurant Brands International, a holding
company that later added Popeyes Louisiana Kitchen in 2017.2 The merger gave Burger
King access to Tim Hortons' Canadian real estate expertise and consolidated financial
reporting, while keeping each brand operationally separate.

A cost discipline imported from Brazil

3G Capital's 2010 takeover brought a management style the private equity firm had already
applied at Anheuser-Busch InBev: zero-based budgeting, in which every expense has to be
justified from scratch each year rather than adjusted from the prior year's baseline. The firm
cut Burger King's corporate headcount, closed underperforming company-owned
restaurants and pushed harder into franchising almost immediately after taking control,
betting that a leaner corporate structure paired with a larger franchised footprint would
produce steadier margins than owning restaurants outright. That discipline carried into
Restaurant Brands International after the 2014 merger, shaping how the combined company
approaches spending across all three of its brands. Critics have argued the approach can
starve individual restaurants of investment during lean years, a tension that later became
part of the case for the Reclaim the Flame program.

How the franchise economics actually work

Burger King operates almost entirely through independent franchisees rather than company-
run stores. A prospective franchisee pays an upfront franchise fee to join the system, then
ongoing royalties calculated as a percentage of restaurant sales, giving Restaurant Brands
International a recurring revenue stream tied to system-wide performance rather than the
cost of running individual kitchens. The company also owns or holds long-term leases on a
meaningful share of the real estate under Burger King restaurants, then subleases that
property to franchisees at a markup, a practice borrowed from the real estate model
McDonald's pioneered decades earlier.

This structure means Burger King's own reported revenue splits roughly evenly between
direct food and beverage sales at the smaller number of company-operated locations and
the combination of franchise fees, royalties and property income drawn from the far larger
franchised network.3 Because franchisees bear the cost of labor, ingredients and daily
operations, Restaurant Brands International can grow its Burger King footprint without
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committing the capital it would need to build and staff every new restaurant itself.

Reclaim the Flame and the cost of catching up

By the early 2020s, Burger King's U.S. restaurants had fallen behind competitors on
remodeling and digital ordering, a gap that showed up in comparable sales performance
against McDonald's and Wendy's. Restaurant Brands International responded in 2022 with a
program called Reclaim the Flame, splitting the investment into advertising and technology
spending under a "Fuel the Flame" component and physical restaurant upgrades under a
"Royal Reset" component, with combined commitments reaching up to 700 million dollars
through 2028.4 By early 2025, the company had funded roughly 143 million dollars of the
planned 550 million dollars earmarked for remodels and relocations.

Franchisees share the cost of these upgrades, which creates tension in a model built on
keeping franchisee overhead low. A remodel that raises sales enough to cover its cost
benefits both sides, but a franchisee operating on thin margins can find a mandated
renovation difficult to finance regardless of the long-term payoff Restaurant Brands
International is projecting.

Scale within a larger portfolio

Burger King is one of three major brands under Restaurant Brands International, alongside
Tim Hortons and Popeyes Louisiana Kitchen, and the parent company overall runs more
than 32,000 restaurants across over 120 countries with close to 45 billion dollars in system-
wide sales.5 Burger King's international footprint relies heavily on master franchise
agreements, in which a single franchisee or joint venture controls development rights across
an entire country or region rather than negotiating restaurant by restaurant, a structure that
speeds expansion into new markets but concentrates risk if a regional partner

underperforms.

The Whopper remains the anchor of Burger King's menu and marketing identity,
supplemented over the years by additions like the Impossible Whopper aimed at customers
seeking plant-based options. Marketing campaigns built around slogans such as "Have It
Your Way" and mascot characters like "The King" have historically driven the brand
recognition that supports franchisee sales, since a strong national advertising presence is
one of the core services franchisees pay royalties to receive.
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Competing in a crowded quick-service market

Burger King competes directly with McDonald's, Wendy's, Taco Bell and regional chains like
In-N-Out Burger and Chick-fil-A, all fighting for the same value-conscious, convenience-
driven customer. Reliance on price promotions has been a recurring feature of Burger King's
competitive playbook, useful for driving short-term traffic but a risk to margins and brand
positioning if used too heavily. Rising commodity costs for beef, produce and packaging add
further pressure on a business model where much of the profit depends on franchisees
maintaining healthy margins at the restaurant level. Restaurant Brands International's
response has been to lean further into digital ordering, delivery partnerships and the Reclaim
the Flame remodeling push as ways to differentiate Burger King locations from both direct
competitors and delivery-only virtual restaurant brands.

Key Partners

Independent franchisees form the backbone of Burger King's business, operating the vast
majority of restaurants under long-term license agreements. Food and packaging suppliers,
coordinated through Restaurant Brands International's supply chain relationships, keep
ingredient costs and quality consistent across a global network. Advertising and technology
partners support the Fuel the Flame components of the Reclaim the Flame plan, including
digital ordering platforms and delivery services like DoorDash and Uber Eats. Real estate
developers and landlords round out the partner base, since Burger King leases a portion of
its restaurant sites rather than owning all of them outright.

Key Activities

Franchise development and support sit at the center of Burger King's activities, including
site selection guidance, training programs and marketing campaign development for new
and existing franchisees. Menu innovation, such as introducing plant-based options or
limited-time promotions, keeps the brand competitive against rivals with more frequent
product cycles. Restaurant remodeling under the Royal Reset program is now a major
activity, coordinating capital investment between the parent company and thousands of
individual franchise operators. Quality control and brand standard enforcement across a
decentralized network of independently owned restaurants remains an ongoing operational
task.
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Key Resources

The Burger King brand itself, built over seven decades of marketing and menu recognition,
is the company's most valuable resource. The franchise network, comprising thousands of
independent operators who fund most of the system's physical footprint, functions as a
distributed resource that would be far more capital-intensive to replicate through company-
owned stores. Restaurant real estate, whether owned or leased and then subleased to
franchisees, generates a steady income stream independent of food sales. Restaurant
Brands International's shared corporate infrastructure across Burger King, Tim Hortons and
Popeyes also gives Burger King access to negotiating leverage on supply contracts that a
standalone chain its size might not command.

Value Propositions

For customers, Burger King offers quick, flame-grilled fast food at accessible prices, with a
menu built around the Whopper and expanded to include chicken sandwiches, salads and
plant-based options. For franchisees, the value proposition is access to an established,
globally recognized brand with proven operating systems, marketing support and training,
reducing the risk of opening a new restaurant compared with building an independent
concept. The combination of brand strength and operational playbook is what franchisees
pay ongoing royalties to access.

Customer Relationships

Burger King maintains customer relationships primarily through in-restaurant service, drive-
through convenience and a mobile app offering loyalty rewards and mobile ordering.
Marketing campaigns and social media engagement reinforce brand recognition between
visits rather than building the kind of deep, one-to-one relationship a subscription business
might pursue. Promotions and limited-time menu items are used to re-engage lapsed
customers and drive repeat visits. Customer feedback flows partly through franchisee-level
service interactions and partly through broader brand sentiment tracked by Restaurant
Brands International.

Channels

Physical restaurants, including both dine-in and drive-through formats, remain the primary
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channel through which customers access Burger King's menu. The Burger King mobile app
supports digital ordering, payment and loyalty rewards, an area of continued investment
under the Fuel the Flame component of Reclaim the Flame. Third-party delivery platforms
extend Burger King's reach to customers who prefer to order from home. Traditional and
digital advertising, including national campaigns funded partly through franchisee royalty
contributions, drives awareness and traffic across all these channels.

Customer Segments

Burger King's core customer segment is value-conscious diners seeking quick, affordable
meals, spanning families, young adults and workers looking for a fast lunch or dinner option.
A separate but related segment is prospective franchisees, who represent customers of a
different kind, purchasing the right to operate under the Burger King brand rather than
purchasing food. International customers in the more than 120 countries where Burger King
operates form a geographically diverse segment served largely through master franchise
partners rather than direct company operations. Customers seeking plant-based or dietary-
specific options represent a smaller but growing segment the menu has expanded to
address.

Cost Structure

For franchisees, the largest costs are food and packaging, labor, rent and the ongoing
royalty payments owed to Restaurant Brands International. For the parent company, costs
include franchise support infrastructure, national marketing campaigns, corporate overhead
shared across its three restaurant brands and capital contributions toward programs like
Reclaim the Flame. Because most restaurants are franchisee-operated, Restaurant Brands
International avoids the bulk of labor and ingredient costs that would come with running the
network directly. Real estate costs, including lease obligations on properties the company
holds and subleases, represent a further ongoing expense.

Revenue Streams

Direct sales at company-operated restaurants contribute a portion of reported revenue,
though this represents a minority of Burger King's total restaurant count. Franchise fees paid
when new restaurants join the system provide upfront revenue tied to network growth.
Ongoing royalties, calculated as a percentage of franchisee sales, form a recurring and
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predictable revenue stream that scales with the health of the overall system. Property
income from leasing restaurant real estate to franchisees adds a further layer of revenue
that is largely independent of fluctuations in food costs or labor expenses at the restaurant

level.
e 1Burger King company history
e 2Restaurant Brands International formation
e 3Burger King revenue composition
e 4Reclaim the Flame investment plan
e 5RBI system-wide scale
Summary

Burger King's position illustrates a common pattern in franchised fast food: the company
selling burgers makes more from the franchise relationship than from the burgers
themselves. Royalties, franchise fees and property income together outweigh direct
restaurant sales, since Restaurant Brands International owns only a small share of Burger
King locations outright and leaves day-to-day operations to franchisees. That structure
gives the parent company predictable, asset-light revenue, but it also means brand
consistency depends on thousands of independent operators executing the same
standards. The Reclaim the Flame investment plan, funded jointly by Restaurant Brands
International and its franchisees, is a bet that modernized kitchens and remodeled dining
rooms will lift sales enough to justify the cost on both sides of that partnership.

Think Insights - thinkinsights.net -7-


https://en.wikipedia.org/wiki/Burger_King
https://www.reuters.com/article/us-tim-hortons-burgerking-idUSKBN0GN0YQ20140826
https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=0001618756
https://www.rbi.com/English/news/news-details/2022/Burger-King-Announces-Reclaim-the-Flame-Plan-to-Accelerate-Growth-in-the-U.S/default.aspx
https://finance.yahoo.com/news/restaurant-brands-international-continue-burger-100555334.html
http://www.tcpdf.org

