Dunkin's Franchise Business Model

Idea In Short

Dunkin' runs on franchising. Independent operators own and run nearly every restaurant,
paying an upfront fee plus ongoing royalties and advertising contributions in exchange for
the brand, recipes and operating systems built by the company now known as Inspire
Brands. That structure let a single donut shop opened in Quincy, Massachusetts, in 1950
grow into a chain with more than 14,000 restaurants across roughly 40 markets. This article
explains how the franchise system operates day to day, how Dunkin' earns money from fees
and product sales, and what the company's strengths, weaknesses and competitive threats
look like today. It closes with the full business model canvas covering partners, activities,

resources and customer segments.

Dunkin' built its identity around two things: coffee that customers can grab in minutes and a
franchise system that let the brand expand faster than a company-owned chain ever could.
Nearly every restaurant carrying the Dunkin' name is independently owned, with the
operator handling staffing, inventory and daily service while paying the parent company for
the right to use its trademarks, recipes and systems. That division of labor has proven
durable enough to carry the brand through several ownership changes, a full rebrand and
decades of competition from Starbucks and McDonald's.

Dunkin' has grown from a single donut and coffee shop in Quincy, Massachusetts,
into a chain with more than 14,000 restaurants across nearly 40 markets.1

From "Open Kettle" to a national franchise
William Rosenberg opened the business that became Dunkin' in 1950, originally under the

name Open Kettle. The shop sold donuts and coffee, and within five years Rosenberg
renamed it Dunkin' Donuts to reflect the practice of dunking donuts into coffee. Franchising
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began almost immediately, and by the end of the 1960s more than 100 locations were
operating across the United States. That early bet on franchising, rather than company-
owned expansion, set the template the brand still follows.2

Ownership changes reshaped the strategy

Allied Domecq acquired Dunkin' Donuts in the 1990s and used its resources to push the
brand into international markets including Canada, Japan, South Korea and the United
Kingdom. In 2004, a consortium of private equity firms, including Bain Capital, the Carlyle
Group and Thomas H. Lee Partners, bought Dunkin' Donuts and Baskin-Robbins together
and combined them under a new parent, Dunkin' Brands. That structure lasted until
December 2020, when Inspire Brands, which also owns Arby's and Buffalo Wild Wings,
completed its acquisition of Dunkin' Brands.3

The 2018 rebrand signaled a beverage-first strategy

Dunkin' Donuts shortened its name to Dunkin' in 2018, a change meant to reflect the fact
that beverages, not donuts, had become the larger share of sales. The rebrand coincided
with investment in mobile ordering, digital kiosks and drive-thru technology aimed at
speeding up transactions. Menu diversification had already been underway for decades,
with bagels, breakfast sandwiches and other bakery items added during the 1970s and
1980s. The name change formalized a positioning shift that had been building for years.

Franchisees carry the operational weight

Each Dunkin' location is typically run by a franchisee who manages hiring, training,
scheduling, inventory and financial reporting for that store. Franchisees must follow
standardized recipes and preparation methods so a cup of coffee or a breakfast sandwich
tastes consistent whether purchased in Boston or Phoenix. They also handle local marketing
on top of the national campaigns the company runs centrally, tailoring promotions to their
specific market. This division between centralized brand management and localized store
operations is the core mechanic of the franchise model.4

Coffee anchors the menu, but the offering is broader

Coffee and beverages have become the primary sales driver, a shift that predates and

Think Insights - thinkinsights.net -2-



justified the 2018 rebrand. The menu still includes the donuts the brand was built on,
alongside breakfast sandwiches, bagels, muffins and croissants. Dunkin' also runs a
catering business, letting customers order larger quantities for meetings or events, picked
up in-store or delivered depending on the location. Seasonal and limited-time items, a tactic
also used heavily by Starbucks and McDonald's, keep the menu rotating without requiring a
permanent overhaul.

Competitive pressure comes from multiple directions

Starbucks competes on premium coffee and a "third place" cafe atmosphere, while
McDonald's leans on its global footprint, drive-thru speed and the McCafe coffee line to
contest the same breakfast occasion. Tim Hortons, particularly strong in the Northeastern
United States where Dunkin' has historically concentrated its stores, competes on
affordability and a similar coffee-and-baked-goods menu.5 Regional concentration in the
Northeast leaves Dunkin' more exposed to localized economic shifts than a more
geographically even competitor would be, a point the company has acknowledged as it
pursues expansion in other U.S. regions and abroad.

Commodity costs and health trends shape long-term risk

As a coffee-centered brand, Dunkin' is exposed to swings in coffee bean prices, which can
compress margins for both the corporate parent and individual franchisees. Rising attention
to health and wellness also poses a slower-moving risk, since donuts and other indulgent
items sit in a category some consumers are actively trying to eat less of. The company has
responded over time with lighter menu options and clearer nutritional labeling, though the
core menu remains built around sugar and refined carbohydrates. How these pressures play
out will depend partly on whether competitors like Starbucks push harder into the same
health-conscious segment first.

Key Partners

Dunkin's key partners include the franchisees who own and operate individual stores, along
with suppliers who provide coffee beans, dairy, flour and packaging at the volume a national
chain requires. Distribution and delivery partners move products from suppliers to stores
and, increasingly, from stores to customers who order through delivery apps. Financial
institutions support franchisee financing and corporate operations, while marketing and
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advertising agencies help produce national campaigns funded by franchisee contributions.
Technology providers support the mobile app, digital kiosks and point-of-sale systems that
keep transactions moving quickly.

Key Activities

Store operations sit at the center of Dunkin's activities, since every transaction happens at
the franchise level. Supply chain management keeps ingredients flowing to thousands of
stores on a consistent schedule, while product development keeps the menu evolving with
new beverages and seasonal items. Marketing and advertising, much of it funded through
franchisee contributions, sustains brand awareness nationally and regionally. Franchise
management, including training new operators and monitoring compliance with brand
standards, rounds out the core activity set.

Key Resources

Dunkin' relies on its network of physical stores, most of them franchisee-owned, as its
primary point of customer contact. Production facilities and equipment support the
preparation of coffee, donuts and other menu items to brand specifications. Intellectual
property, including trademarks and proprietary recipes, underpins the entire franchise
licensing model. A trained workforce, a functioning supply chain and vendor relationships,
and the technology infrastructure behind mobile ordering and kiosks complete the resource
base.

Value Propositions

For morning commuters, Dunkin' offers a fast, convenient breakfast and coffee stop that fits
into a tight schedule. For coffee drinkers, it provides a range of blends and specialty drinks
that can be customized for strength, sweetness and flavor. For snack seekers, the menu
delivers a mix of sweet and savory options available throughout the day, not just at
breakfast. For families, the combination of kid-friendly items like Munchkins and a casual,
welcoming setting makes it a shared destination. For students, free Wi-Fi and seating turn
locations into informal study spots.

Customer Relationships
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Dunkin' maintains customer relationships primarily through its loyalty program, which
rewards repeat purchases with points and offers. Social media interaction gives the brand a
channel for promotions, product launches and direct engagement with customers. Feedback
and surveys help the company track satisfaction and identify problems at the store level.
These relationship channels are largely digital, reflecting how much of Dunkin's engagement
now happens through its mobile app rather than in person.

Channels

Physical stores remain the dominant channel, since the vast majority of transactions happen
at a counter or drive-thru window. The mobile app supports ordering ahead, loyalty tracking
and payment, reducing wait times for customers who use it. Social media serves as a
channel for marketing and customer interaction rather than direct sales, amplifying
promotions and new product announcements across a broad audience.

Customer Segments

Morning commuters looking for a fast breakfast and coffee option make up a core segment
for Dunkin'. Coffee enthusiasts who value a customizable, consistently prepared drink form
another. Snack seekers who want quick, portable treats throughout the day, families looking
for a casual shared destination, and students or study groups using locations as informal
workspaces round out the customer base.

Cost Structure

Dunkin's cost structure includes store operations costs borne largely by franchisees,
alongside marketing and advertising expenses funded through required contributions to
national campaigns. Supply chain and distribution costs cover moving ingredients from
suppliers to thousands of locations. Technology infrastructure costs, administrative
overhead and the cost of goods sold for coffee, dairy and baked goods round out the major
expense categories.

Revenue Streams

Dunkin' earns revenue from initial franchise fees paid by new operators and ongoing royalty
fees calculated as a percentage of each store's gross sales. Advertising fees, collected from
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franchisees to fund national and regional campaigns, add another stream. Product sales, the
revenue generated when customers buy menu items, are shared between the corporate
parent and individual franchisees. Licensing and merchandising, including branded mugs
and apparel, contribute a smaller but additional source of income.

1Dunkin' restaurant count and market presence

2Dunkin' company history and founding

3lInspire Brands completes Dunkin' Brands acquisition

4International Franchise Association on franchise structures

SMcDonald's history and McCafe expansion

Summary

Dunkin's franchise model has carried the brand from a single Massachusetts storefront to a
national fixture built around speed, familiarity and coffee. The arrangement works because
both sides have something to gain: franchisees get a recognized name, tested recipes and
marketing support, while the parent company expands its footprint without carrying the
capital cost of every store. That leverage comes with tradeoffs, since consistency across
thousands of independently run locations is harder to guarantee than in a company-owned
chain. Regional concentration in the Northeast and exposure to coffee bean price swings
add further pressure. Even so, the brand's ability to keep pace with McDonald's, Starbucks
and Tim Hortons while relying on franchisee capital suggests the model still has room to run,
provided Dunkin' keeps refining its menu and defending its position as a fast, affordable
daily habit.
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