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The Franchising Handbook

How to choose, start and run a successful franchise

Carl Reader


Contents

      Dedication

      About the Author

      Acknowledgements

      Praise for The Franchising Handbook

      Author’s note

Part One: Introduction

 1    What is a franchise?

The history of franchising

Sectors that are franchised

Examples of franchises

What a franchise looks like

Why does a business franchise?

2    Why invest in a franchise?

Comparing a franchise investment against other investments

The pros and cons of investing in a franchise

The funding market

What do you get for your money?

Expected return from a franchise

3    Who makes a good franchisee?

Expected skills

Expected aptitudes

Personality types

Part Two: Shortlisting

4    Where do you start?

Shortlisting process

How long does shortlisting take?

What will shape your shortlist of potential franchises?

What sector should you choose?

5    How much can you afford?

Understanding the principles of funding

Advertising of initial franchise costs

Funding requirements over the initial franchise fee

Payback period

Personal risk appetite

6    What sort of franchise should you choose?

Do you need industry experience?

Management vs operational franchises

Territories, and the size and scope of a franchise

Area developer agreements

Master franchises

Part Three: Selecting a franchise

7    Where do you find franchises and how do you create a shortlist?

Expert advice

Franchisor case studies

Websites and online directories

Magazines

Exhibitions

Educational seminars

8    How to approach a franchisor

Comments from franchisors

9    What you should look for in a franchise

The franchise marriage

Questions you should ask

Questions a franchisor should ask

Ongoing support

10  Checks that you should perform before committing and the five warning signs

bfa accreditation and the Code of Ethics

Due diligence

The five warning signs

Part Four: Purchasing the franchise

11  The franchise agreement

The need for independent legal advice

Things to look out for

Why is ‘xyz’ in there?

12  The business plan

Who should prepare a business plan?

How long should a business plan be?

What should a business plan include?

Executive summary

Business briefing

Market review

SWOT analysis

Background of the business owner

Funding briefing

Financial information

Dos and don’ts of writing a business plan

Where to get advice on business plans

What does a franchisor look for?

13  Arranging funding and bank facilities

Personal investment

Family loans

Bank loans

Personal loans/remortgaging

Overdrafts

Leasing/hire purchase arrangements

Peer-to-peer lending/crowdfunding

14  Finding business premises

Home-based franchises

Part Five: Starting the franchise

15  How is franchising different?

16  How to set up your business

Sole traders

Partnerships

Limited companies

Limited liability partnership

Is limited liability really limited?

Deciding which type of business to set up

17  The first day – Case studies

18  Tips from those who’ve been there, seen it and done it

Part Six: Running a franchise

19  What support should you expect from the franchisor?

Practical help from your franchisor

Operations manual

Franchisor meetings and conferences

20  Managing your finances

Keeping track of the figures

Financial training

Financial reports

Managing your cash flow

21  Promoting your business

Part Seven: Finding support

22  Franchise councils

23  The British Franchise Association

QFP

The Franchise Trust

Membership of the bfa

Part Eight: Leaving a franchise

24  Termination of a franchise

25  Franchise resales

How does a franchise resale work?

How is a franchise valued?

Conclusion

    Appendix 1: Top Ten Tips

    Appendix 2: Sample Franchise Agreement


This, my second book, is dedicated to my family – my wife Sarah, who is an amazing support both at home and in my business, and my wonderful children: Jordan, Lauren, Daisy and Charlie, together with our new arrival who is expected in 2016.

I’d also like to dedicate this book to the franchising community both in the UK and internationally. As a close-knit group, we are all fighting to improve the recognition and standing of ethical business format franchising; and I hope that this book goes some way towards helping that mission.


About the Author

I’ve advised thousands of businesses over the past 15 or so years, on a range of matters from simple bookkeeping and administration through to selling and even potential flotation on stock markets. In particular, over the past ten years I have focused on franchising, and I hope that this book will distil some of my knowledge in that area and help you understand more about business format franchising as a concept. My sole aim with this book is to help you enter into franchising with your eyes open – to know what to look for, where to take advice, and how to choose, start and run a successful franchise.

My life in business started very early, in a very humble way. I can’t lie and pretend that I was a child genius, but I guess the entrepreneurial spirit has always been with me. From an early age I grew up on a council estate in Shoeburyness, Essex, and as kids we would buy bottles of Happy Shopper lemonade to split into glasses, so that we could sell them to the other kids who weren’t allowed to the shops on their own. Later on in life, at about 10 or 11, we were living in an area called Rayleigh, where together with some friends we would go around the neighbourhood washing cars to earn some money for magazines and sweets. I guess that with these experiences I learned a lot about finding a market, the benefits of a captive market, providing a product, pricing strategies (we had already cottoned on to different levels of washing, and differential pricing for differently sized cars!) and keeping customers happy.

I was never particularly academic, despite always doing reasonably well in exams and tests, and left school early to start a YTS (Youth Training Scheme) in hairdressing, returning only to complete my GCSE exams. After then applying for every job in the local paper, I had an interview at two accountancy practices and the Army – I must have worked in alphabetical order! I was clearly more suited to advisory work as I was offered both accountancy jobs, and from there I started looking after businesses of all shapes and sizes.

I’m now fortunate enough to be a joint owner of a large local practice, which has won both the Independent Firm of the Year (South West) in the British Accountancy Awards, and was also awarded Most Innovative Medium Sized Firm of the Year by the 2020 Group. It is truly the UK’s market leader in its niche markets of children’s tuition businesses and franchised businesses. In particular, we are now the accredited accountancy provider for more than 130 brands, including some very well known names. Through this I’ve also been featured personally in Accountancy Age’s ‘35 under 35’, which is a showcase of young talent in the industry, and have been a finalist for the British Accountancy Awards Practitioner of the Year.

I’ve also been involved in other businesses, together with sitting on the board of two not-for-profit organizations, acting as a funding panel member for the Fredericks Foundation, and as a committee member for the British Franchise Association (bfa). Recently, I was delighted to have been re-elected as the Affiliate Forum Chair at the bfa by my professional adviser colleagues, and have been helping the social franchise The Trussell Trust with some pro bono consulting to help them develop their franchised network of food banks.

Please bear in mind that there are themes within this book that could form a book in their own right, and there are plenty of additional resources available should you wish to explore a particular area further. In particular, you might find that my first book, The Startup Coach, will provide you with more information about the nuts and bolts of starting a business (albeit aimed at general business rather than specifically at franchising).

Finally, it would be great to hear about your success stories after using this book! Please feel free to contact me using the following methods. I’d love to hear from you.

Twitter – www.twitter.com/CarlReader

Facebook – www.facebook.com/CarlReader

Website – www.carlreader.com
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Praise for The Franchising Handbook

“Buying a franchise is a big decision so it’s important to do everything you can to maximize your chances of success. The Franchising Handbook is a thoroughly comprehensive guide for prospective franchisees. Written in refreshingly plain English and laid out in a user-friendly format, it is packed full of helpful tips and recommendations from leading industry experts. It provides particular guidance with respect to selecting and evaluating franchise opportunities, including the all-important questions to ask a prospective franchisor and what to expect from the franchisor/franchisee partnership. It’s essential reading for anyone thinking of buying a franchise for the first time.”

Julia Choudhury, Corporate Development Director, Franchise Brands

“Carl has gleaned a wealth of experience in franchising from working with some of the UK’s biggest franchise brands. This book shares with the reader that accumulated knowledge and is an essential resource for franchisor and franchisee alike.”

Dan Archer, Franchise Professional

“Carl’s enthusiasm and passion for business is second to none and his knowledge of the franchise sector comes from his ability to get in front of the right people. This potent mix forms the backbone of The Franchising Handbook, an informative and necessary read for anyone considering embarking on life as a franchisee.”

Craig Brown, MD Signs Express (franchisor)

“Carl is highly respected by the franchise community and I’ve had the pleasure of attending his seminars. Within the pages of The Franchising Handbook he has distilled that self-same charisma and knowledge to bring his enthusiasm and expertise to a greater audience.”

Graham Duckworth, Franchise Sales Director, Driver Hire Group Services Ltd

“Carl is obviously an expert in his field and therefore the right person to put this work together; the franchising world needs a signposting publication like this.”

Andrew Brattesani, UK Head of Franchising, HSBC


Author’s note

You will see that throughout the text there are a number of contributions from various members of the UK franchising community. I have grouped the advisory contributions as follows:

Case study: these are real-life examples of what has been encountered by either a franchisor or a franchisee within their own businesses.

Advice/view from a franchisor: these sections, entitled Remember this, provide feedback from franchisors who have seen a range of franchisees in their business. I’ve deliberately chosen a range of franchisors – both in respect of the specific sectors that they currently trade in, but also in respect of their experience. The reason for this is that some mature franchisors are not actively recruiting for new territories, and in these cases the input from newer franchisors is potentially more relevant. I’ve also aimed to get a good mix between entrepreneurs who have franchised their own business, and employed franchise directors who have worked with a number of brands, since I believe that this variety can help you, the reader, gain as much insight about the wider franchising industry as possible.

Advice from an expert: nobody in franchising is an expert in every area. For this very reason I have asked some trusted colleagues to provide some input in relation to their specialist areas and these are to be found in sections entitled Key idea. While a number of these advisers act for franchisors, they have kindly agreed to impart their knowledge and expertise for you to help you decide whether franchising is right for you, and to help you choose the right franchise.

An important point to make is that no payment or benefit has been received by the author or the publisher from any of the contributors to this book. In an effort to ensure that the integrity of the advice and case studies is maintained, there are no ‘advertorial’ sections. All contributions have been selected based on my experience of working with or alongside the contributors in the UK franchising community, and are unedited viewpoints as far as possible.

Ensuring the integrity of the advice has also led to a potentially confusing area that needs to be addressed. You will note that in some areas there is reference to ‘franchise owner’ rather than ‘franchisee’. Within the franchising world there is some dispute as to whether franchisees should or should not be referred to as franchise owners, given that ultimate ownership of the brand and operating systems lies with the franchisor, yet ownership of the locally generated business goodwill lies with the franchisee (hence, the opportunity for franchisees to sell on their business). While in the main text I have used the phrase ‘franchisee’ for simplicity and to avoid confusion, where an expert has used the phrase ‘franchise owner’ I have kept the advice intact to maintain the originally intended tone of the message.

You will note that some sections of the advisory pieces and case studies are in bold type for emphasis. The sections that are emphasized have been picked out to reinforce the key messages within the text.
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