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What is Franchising?

A franchise is an agreement or license between two parties which gives a person
or group of people (the franchisee) the rights to market a product or service using
the trademark of another business (the franchisor).

The franchisor may assist the franchisee with site selection, hiring and training
of staff, advertising and marketing. The franchisee pays an up front franchise
fee and agrees to pay continuing management service fees to the franchisor so
that the franchisor can provide research, development and support for the entire
system. The franchisee has the rights to market the product or service using the
operating methods of the franchisor.

Both franchisor and franchisee have a strong vested interest in the success of the
brand and keeping their customers happy.

If implemented correctly, franchising can be one of the surest and safest ways

to business success. Your success in franchising will depend on three key
factors; your ability to make the investment to secure the franchise and open it for
business, the care with which you select the franchise, and most importantly your
drive and ambition to make it successful.

The key Factors:
1 Having the right amount of funds
1 Making the right choice of franchise

i Having drive and ambition

Franchisor Expectations
Follow the system, pay ongoing service fees
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Franchisee Expectations
Provide ongoing support
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Why Buy a Franchise?

Although buying a franchise is not an easy way to owning your own business, in
most cases it is a lot easier than starting from scratch. Buying a franchise allows
you to eliminate poor business decisions made from a lack of experience. You
can also see your potential business in operation before you invest a penny. To
be a successful franchisee you would have to be the type of person who can
accurately stick to someone else’s system, without wanting to make changes.
You will be starting your business using someone else’s know-how and expertise
gained over several years and you’ll be running a mirror image business. On top
of that you won’t have to worry about developing the system as it has already
been piloted by the franchisor. You will, however, have to manage, promote,
market and sell, plus organise the millions of other tasks that have to be done in
running small businesses.

Over 65% of new businesses
fail within the prst pve
years.

Barclays Small Business Survey 2007

93% of franchisees claim
proptability.

Natwest / bfa Survey 2007
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Is Franchising Right For You?

Franchising isn’t for everybody. It involves a particular mind-set, attitude and
willingness to work to someone else’s system. It also requires a degree of
management ability. What many franchisors are looking for is the franchisees’
ability to run the business model, not an understanding of the ‘technical’ aspects
of their business. For some franchisors, for example fast-food outlets, prior
experience can sometimes be seen as a disadvantage for someone taking on a
franchise.
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Choosing a Franchise Opportunity

Franchise opportunities fall into different categories or types. The franchise type
identifies, in general, the type of work involved in running the franchise. The main
types are:

Retail:

The franchise will occupy retail premises, selling products or services during
retail hours for ‘walk-in’ retail. The business is totally dependent on the premises
and turnover is achieved from walk-in consumers. For example: Cash Generator,
Apollo Blinds, O2.

Management:

The franchisee will be using their experience to grow the business and manage
staff that carry out the day to day tasks of the job. It will require premises, which
are more likely to be office based than a High Street outlet. The majority of the
turnover here is generated from Business to Business activities rather than from
retail. For example: Prontaprint, Select Appointments, Mail Boxes Etc, Signs
Express and many more.

Single Operator (manual)

(Also referred to as Job Franchise), the franchisee will be working at the franchise
which usually takes the form of a trade supplying, selling and delivering products
or service. It may be mobile, home-based or requiring small office premises. For

example: Dyno Secure, ChipsAway, Oscar Petfood, Card Connection, Rosemary

Conley.

Single Operator (executive)

(Also referred to as a ‘white collar’ Job Franchise), the franchisee will be working
at the franchise which usually takes the form of a business supplying a service. It
may be mobile, home-based or requiring small office premises. The type of work
is executive. For example: Kumon, X-Press Legal, Expense Reduction Analysts.

Finding the right franchise can be a daunting task, however, if you approach it
systematically you should be able to achieve a short list of suitable franchise
opportunities. It's a question of matching the skills and type of experience
required to run a franchise with what you like doing, and are good at. Usually
what you’re good at will tend to be what you will succeed in.

Remember that franchising can allow you to work in an industry where
you’ve had no previous experience.

Look at your previous achievements and experience, are you good at managing
people? Good at selling or are you good at working with your hands creating

or fixing things? This will determine the franchise type most suited to you. For
instance, will you be good at managing staff, providing a service or a product or
will you be better at working on your own providing a service or a product. Do
you want to work from home or prefer to go to different premises?

Good franchisors in the UK are very clear as to what
kind of partners they are looking for — you should
also be clear in your mind what franchise opportunities
match your needs and skills.

For a directory of bfa franchise opportunities go to:
whichfranchise.com/franchisesearch
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Buying a Resale

Buying an existing franchise can minimise risk and existing contracts make the
initial years more financially predictable because of a positive cash flow from
day one. These are excellent reasons for buying an existing franchise business,
rather than a new franchise. You have to bear in mind though that when you buy
a franchise resale you may be paying more upfront, as you will be buying an
established customer base.

It is important to remember that buying a franchise resale does have some
drawbacks, for example the existing franchisee may have old premises and
equipment, which you may have to modernise. There are also, in some cases,
existing businesses which have been allowed to deteriorate and winning back
former customers can be very difficult.

Valuation of the Resale Business

The sale and purchase is based on the value of the assets and goodwill of the
business. Normally, the value of the assets is based on their realisable value
i.e. what the asset could be sold for in the open market. Whereas goodwill is
normally based on the future profit potential of the business. The price is the
amount that a willing buyer will pay to a willing seller. Often this is a multiple of
the business profit but getting to the right multiple is the skill and will vary from
industry to industry.

An investor purchasing a resale should expect to recoup their initial investment
together with a return based on the increased value they achieve for the
business during their period of ownership. A starting point is to look at the return
on investment; If you're looking for 20% (to reflect the risk of investing in the
business) then this would equate to a multiple of 5 times profit. (i.e. you might
invest £200k for a return of £40k).

It's never as easy as this in practice as you need to look at the maturity of the
business, its dependence on key customers or staff, the assets employed and so
on.

If you need help in valuing a business you can take advice from an
experienced accountant.
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bfa Membership & What it Means

The British Franchise Association (bfa) evolved from the franchise industry in
1977 as the only voluntary accreditation body for franchising in the UK. Its remit
was and is to develop and continuously improve standards of good practice in
franchising and to accredit franchisors who meet these standards.

These standards cover the company’s financial position, its business model,
the disclosures made to prospective franchisees and the terms of the franchise
agreement. These standards are based on the European Code of Ethics for
Franchising.

Membership of the bfa only provides a guide and operation of the franchise and
does not guarantee that a franchisee will be successful if they buy a particular
franchise.

The bfa currently has the following membership types:

I Full members - must have successfully run a pilot scheme for one year or
more and must have at least four franchisees, two of which should have been
operating for two years.

I Associate members - must have run a pilot operation for one year and at least
one outlet must have been running for over a year.

I Provisional listings — These members will be currently developing their
franchise concept and taking accredited professional advice on its structure.

ASSOCIATE

@)
bfa

PROVISIONAL
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Evaluate the Market

If you are buying a franchise, you are going to be working, selling and promoting
the product or service for a long period of time. You can’t change or develop the
product or service, so make sure that the franchise has long-term appeal and its
market is not threatened in any way.

It is important that the franchisor can demonstrate a clear understanding of the
future market for the product or service and that you both clearly understand
whether the market for this product / service is expanding rapidly, growing slowly,
static or declining? Does the product / service have special features that help it to
sell? Does it warrant a premium price?

You must also identify your competitors and know how your product/service will
compete with them.

10
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Assess the Franchisor

You must have confidence in the Franchisor you choose and ask them questions

about the business and the structure of the organisation at the early stages. Try

and find answers for the following questions.

It is vital that you are clear what the answers should be before asking the

questions...

I Is the franchisor financially sound?

f What is/are the director’s backgrounds?

f  What did they do previously and why did they go into franchising?
f Does a comprehensive operations manual support the training?
f  Has the franchisor run outlets in similar areas to yours?

I How successful is the franchisor and existing franchisees?

f How thorough is the training at the start-up stage and thereafter?
f What local support is there?

f How many franchises have they opened in the last 12 months?

f How many applicants do they reject?

Make sure you meet the franchisor at their offices and you meet the

support team.

11
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Talk to Franchisees

You should visit existing franchisees to learn from their experiences and to find

out their opinions on the services provided by the franchisor. Good franchisors

will always allow you free access to any franchisees in their network and, in most

cases, existing franchisees will be happy to talk things over with you. The bfa

recommend franchisors provide prospective franchisees with a full list of ALL

their franchisees.

Here are some questions you should ask:

l
l

Is your franchise profitable now?

Is the franchisor aware of changes in the marketplace and quick to adapt?
What kind of on-going support do you get?

Did you get good training, systems and manuals?

Is the franchisor keeping their end of the bargain?

How long did it take to recoup your investment?

Does the franchisor welcome suggestions from franchisees?

How often do you communicate with other franchisees in the system?

This is probably the most important part

of your research as it is the true test that
the franchisor is telling it ‘as it is’.

12



whichfranchise Pocket Guide to Franchising (pdf version

What the Franchisor Looks For

Franchisors believe that management skills, attention to customer service

and sales skills are the most important qualifications.

Successful franchisee = Successful franchisor!

Most franchisors look for the following characteristics in their franchisees:

1
1

A person with a strong motivation and drive to achieve success.

A person with confidence and enthusiasm for the product or service being
sold.

A person who does not have all the administrative and entrepreneurial skills
necessary to start, develop and operate a viable business and who therefore
needs the franchisor’s support.

A person who is good at learning new things and in some franchises a
person who also is able to motivate and train others.

A few industries, most notably some fast-food systems, look for people

with no experience in that industry at all. The idea here is that a franchisee
freshly trained in the franchisors procedures will be more successful than one
coming in with different and often conflicting habits.

Don’t have sufficient capital or a good credit history.
Lack the necessary business skills.

Lack enthusiasm and have the wrong attitude.

13
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Some Questions to Ask Franchisors

Here are some questions you might like to ask. Please bear in mind that there are
many types of franchises and you may have to tailor these questions to suit

the specific franchise you are enquiring about. You should feel free to ask

any question you feel appropriate.

1

Will you supply me with a breakdown of all costs necessary to open the
business?

Are there any other costs | can expect to be asked for?

Do | have to pay a deposit or upfront payment, and if | do not proceed will |
lose my deposit or any part of it?

How much working capital do you think | need, and what help can you give
me in estimating my projections?

How long will it take to start trading from the time | sign the contract?

What will training consist of, how long will it last and are all training costs
included in my franchise fee?

Will my staff be able to attend the training?

What is my expected breakeven and how long should it take me to reach this
figure?

Do you charge ongoing fees and if so what are they and how are they
calculated?

Do | have to contribute to any other costs such as advertising and
promotional expenditure that you incur, if so how much?

What help, if any, will | receive if | want to do some advertising and promotion
on my own?

After | have opened, what ongoing support will | be provided with?
What help and guidance do you offer in site selection?

Can | be provided with a full list of all franchisees in the network and can |
contact them?

Do you provide instructional and operational manuals and can | see them
prior to signing?

Have any franchisees failed, and if so why?

How thoroughly do you vet prospective franchisees to maintain a high
standard in the network?

Will the territory offered be for my sole and exclusive use?

Are you currently operating in areas with similar demographics as my
proposed territory?

How do you handle grievances with existing franchisees?
Does your company see any threats in the current marketplace?

How many franchisees are you planning to take on?

14
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Franchise Fees —
What are the Costs?

Deposits

Some franchisors charge a deposit that may be fully or partially non-refundable.
Make sure that before you part with a deposit you receive a written confirmation
from the franchisor that:

I If you go ahead and sign the franchise agreement, the amount of the deposit
will be credited towards the payment of the initial franchise fee; and

f The precise circumstances under which it is non-refundable/refundable with
the appropriate time limits.

Initial Fees

This varies from company to company and is paid by the franchisee when the
franchise is granted. The initial franchise fee covers the cost of training and pre-
launch support.

On-going Fees

This is usually based on a percentage of sales after deducting VAT. It depends
on the split of responsibilities between franchisee/franchisor; the more the
franchisor does, the higher the fee. In some cases there is no on-going fee - it will
be covered in a mark-up on products. You therefore need to know the following
before you sign the agreement:

I How much the fee is and how often it is to be paid?

f  What percentage of your projected net profit would the fee represent?
f Isita percentage or fixed amount and what is it based on?

f How does it compare to other franchises in the same sector?

Advertising Fees

Advertising fees are used to advertise the franchise system and normally it is
based on a percentage of gross sales or net sales (or it can be a stated amount).
They typically range from 1% to 5% of gross sales. The fees are often put into

a regional or national fund to be used for marketing or advertising campaigns.
Some franchisors will allow you to put aside a small percentage for local
marketing. It is important to establish how effective the campaign is.

The greater the support of
the franchisor, the higher
the fee.

Renewal fees may be
charged when a franchisee
is granted an extended
contract.

Transfer fees can be charged
when the franchisee sells to
another person.

On-going fees are structured
as a percentage of turnover,
but in some cases a yat
weekly or monthly payment
is charged.

‘Special’ fees may also be
charged by the franchisor
for services such as training
in the use of new software.

15
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Your Business Plan...
No Sales... No Business!

The Business Plan explains what you hope to do, how much money you need to
do it with and how you propose to pay the money back. Your plan will include a
Profit Forecast and Cash Flow Model.

However, there is more to the Business Plan than getting funding. It will help
you clarify your ideas and objectives. You will have to answer questions on your
business objectives, your product or service, pricing methods, your customers
and competition. Many Franchisors will assist in the preparation of a business
plan.

But remember that it is your business and your business plan. Your bank
will be interested in your long-term forecasts - but your family will be equally
interested in your short-term projections. Will you be able to afford a holiday next
year? What will your standard of living be?

Preparing, presenting and defending your business plan is a real test of your
business acumen. Producing the plan tends to bring everything out into the open,
focuses your mind on all elements of the business, and helps put your thoughts
down in black and white.

0The franchisee should be able to conpdently answer any
questions the bank manager may have to demonstrate

a good understanding of the business opportunity. The
business plan assists with securing a pnancial commitment
from a lender or investor however it is also an important
working document to benchmark your performance against
the original projections”

Richard Holden, Head of Franchising,
Lloyds TSB

16
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Raising Finance

It is a big step from deciding to start a franchise to actually opening your doors
for business. For many, one of the biggest hurdles is approaching the bank for
finance.

The first step is to establish how much money you want to invest in the business
- what can you afford to invest? Have you got savings, can your family help?

Banks have learnt that it can be safer to lend to franchisees of well-structured
ethical franchise systems. The track record of the franchisor is most important.
For an established franchise, most of the major banks will lend up to 70% of the
start up costs, for new franchises the figure will probably be around 50%. With
this in mind,

1 How much will you be able to borrow? Make a full list of your personal
expenses - mortgage, hire purchase, household bills, and so on. This will
show how much money you will need to take out of the business in order to
live.

1 What security can you give to back up your loan? You might have a life policy
with some value, or have equity in your home. If there is limited security
available you may be eligible for the Small Firms Loan Guarantee Scheme
(further information available through all the franchise units at the banks)

To read more about raising finance go to: whichfranchise.com/finance.cfm
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Legal Issues

Due to the complex nature of franchising you should take advice from an
experienced franchise solicitor. Most franchise contracts appear to favour

the franchisor, as they need to control the standard of the entire network. The
expertise of a solicitor will help analyse areas such as restrictive clauses, renewal
fees and terms, and what actions to take if there is a dispute between the
franchisor and franchisee.

These are the legal stages that you will have to go through before you buy a
franchise and all will have cost implications. You should try and get cost guides
before going ahead.

I Sign a confidentiality agreement if confidential information is being provided.

f Enterinto a deposit agreement, which will require payment to be made to the
franchisor. Take care, as the payment may be non-refundable.

f Obtain a copy of the franchise agreement.
f Obtain legal advice on the agreement.

I If you are purchasing a resale there will also be a business purchase
agreement between yourself and the existing franchisee.

f Obtain legal advice on property if the franchise is premises based.

I Sign the franchise agreement and make payment as required in the
agreement.

In order to become a franchisee you will have to enter into a legal
agreement with the franchisor, known as the franchise agreement.

To read more about Legal Issues on UK Franchising go to: whichfranchise.
com/legaladvisers

18
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The Franchise Agreement

As there is no specific legislation or regulation for franchising, the franchise
agreement becomes all-important in determining the rights and obligations of
the franchisor and the franchisee and the relationship between them. If difficulties
arise between the franchisor and the franchisee they will need to turn to the
contract to see what, if any, rights and obligations have been provided in the
franchise agreement. Although it is rarely changed, side letters can sometimes
be agreed upon to further protect the franchisee.

For a full list of bfa affiliated solicitors go to:
whichfranchise.com/legaladvisers/solicitors.cfm

A franchise agreement should achieve three fundamental objectives:

I As there is no specific franchise legislation, it should contractually bind the
franchisor and the franchisee and accurately reflect the terms agreed upon.

f It should protect both the franchisor and the franchisee and the franchisor’s
intellectual property.

I It should set out the terms to be observed by the parties.

19
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Women & Franchising

More and more women are buying into the idea of franchising, either setting
up on their own or as part of a couple involved in the day-to-day running of the
business.

To read more about women and franchising go to: whichfranchise.com/women
The unique skill set of women is well suited to the franchise environment:

f Women tend to be good listeners and build lasting relationships more easily.
f  Many women prefer fulfilling work in a pleasant culture to building empires.

I Prioritising and being detail-oriented are other characteristics of women that
make them ideal for franchising.

As are being organised and having the ability to handle numerous tasks.

Women & Franchising Case Studies

Jenny Boreham, Fastsigns, Essex

Since opening a FASTSIGNS sign and graphics centre in Chelmsford, Essex, in
1996 with lan Clemson, Jenny Boreham has been successful as well as a female
pioneer in franchising in the UK. “The sign and graphics industry is one in which
women can compete very effectively...”

Keeley Davison, Snap-On Tools

Franchisee Keeley Davison shows that women can be successful in a male
dominated industry and that you don’t need the technical know-how on cars to
get into the top-earners. Keeley enjoys being highly valued by her customer-base
and at the same time having fun while making money.

Jackie Bligh, Tax Assist

After 15 years working as an accountant in multi nationals Jackie Bligh was
becoming increasingly disillusioned with corporate life. Within 4 weeks of
franchising with Tax Assist Jackie had invoiced 6K and comments, “franchising is
the best thing | ever did and my only wish is that I'd done it sooner!”

Anne Charmer, Leadership Management (LMI)

Anne Charmer launched LMI in the North West. She feels owning a franchise
gives her the opportunity and challenge of managing her own business, whilst
being supported by a professional organisation which shares the values and
ethos which are important to her.

“Many women who have been
running a home and raising

a family have many of the
attributes needed to run a
business successfully - they are
decisive, energetic, organise
well and are used to doing at
least three things at once! If
you have these qualities you
may be well suited to running
your own business but if you
are unsure what to do, then
franchising could be just the
thing.”

Cathryn Hayes, National
Franchise Manager, HSBC

20
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Ethnic Minorities & Franchising

The diverse culture of UK enterprise is mirrored in the franchise industry.

The largest ethnic groups in the UK are Indian, Pakistani, Chinese and Black
Caribbean. It is however Asian communities that have the highest rate of self-
employment, even more than the national figure. This is mainly due to a strong
motivation to be independent and a keen interest in entrepreneurial activity.

Asians, and Britons of Asian origin, therefore form an entrepreneurial pool of
potential in which franchisors can delve into, with many Asians already finding
success in the franchise industry.

To read more about ethnic minorities and franchising
go to: whichfranchise.com/ethnicminorities

Ethnic Minorities & Franchising Case
Studies

Kunbi Osinoiki, Jo Jingles

Kunbi Osinoiki first heard about Jo Jingles when she found their website in her
search for childcare. Jo Jingles offered the perfect alternative as it provided an
opportunity to pursue a rewarding career, which was flexible enough to fit her
family commitments.

Avtar Dhillion, Lasertech

Experienced manager Avtar Dhillion launched a Lasertech franchise as he felt
he had found the perfect combination “I have the management experience
and Lasertech have a first class product. Together we can provide a customer
satisfaction that exceeds expectation.”

Gurdip Gill, Safeclean

Gurdip Gill wanted to find a job that would allow him to work for himself and
apply his previous experience. Explains Gurdip: “After working in a number of
industries and environments over the years, with Safeclean | am able to see real
results and enjoy a tangible and rewarding business.

I’'m already enjoying great customer feedback and can’t wait to expand.”

Aarif Merali, Prontaprint

Former IT manager Aarif Merali took over Prontaprint Watford in June 2005.
Aarif wanted to run his own business and put to use his IT expertise. He chose
Prontaprint due to the security of investing and trading under the umbrella of

a nationally recognised superbrand and also for the extensive training and
continuous support that is offered.

21
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Franchising for the Over 50’s

A growing number of people aged 50+ are starting a small business... and it
isn’'t as daunting as it seems. Life experience, confidence, planning ability and
personal skills are what counts when going it alone, and the chances are you
already have them.

Franchising is one of the few sectors where older people are not discriminated
against on grounds of age. Research confirms that “5 years after start up,
considerably more businesses run by people over 50 are operating successfully
than those run by younger people.”

UK organisations, such as Prime, are totally focused on helping the over 50’s to
set up in business.
primeinitiative.org.uk

To read more about franchising for the Over 50’s
go to: whichfranchise.com/50plus

50+ & Franchising Case Studies

Lesley Lavin, Oscar Pet Foods

Lesley Lavin, a former midwifery sister, wanted a career change that allowed her
to work flexible hours and to spend quality time with her family. Having launched
an Oscar franchise in 2007, Lesley enjoys working in a team with the network of
neighbouring franchisees.

Sandra Reeves, Martin & Co

64 year-old Sandra Reeves does not see ‘age as a barrier’ as she has launched a
Martin & Co franchise. “l am not the type to revel in the quiet life.” | have still got a
lot to offer, bundles of energy and | am always buzzing with ideas.

Sue Arrowsmith, Contours Express

Sue Arrowsmith from Aldridge built upon her previous experience in management
and chose to open a franchise. Sue wanted to have the network of support that
exists but still make decisions.

Graham & Kate Warner, ChipsAway

Graham and Kate Warner have found a ‘new lease of life’ since they decided that
a ChipsAway franchise would be the perfect opportunity for them to spend more
time together. Together they have built a successful, thriving business making
high quality repairs to automotive paintwork.

22
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Young People & Franchising

Buying a franchise is an ideal solution for those aged 18-30 who would like to
work for themselves, but find they need help and advice along the way. Due to
its unique structure franchising would appeal to young people as it will allow you
to be your own boss, run your own business but all the time following a proven
format.

The Princes Trust is an organisation that helps promote self-employment and
business creation among young people. To find out more contact:
princes-trust.org.uk

Young People & Franchising
Case Studies

Alex Numan, Recognition Express

Alex Newman launched his first business in Coventry three years ago, aged just
27. Alex has since received the Terry Howorth Award for Excellence in Business
and expanded his business to the Warwick Territory. Alex comments “I love being
my own boss and franchising is a lower-risk way of achieving this.”

Ant Meeham, CHIPS Video Games

University graduate Ant Meehan has returned to his old stamping ground in
Ormskirk - to set up his own business. The 24-year-old games fanatic has just
thrown open the doors of his video games store, CHIPS, and is convinced it will
prove a great hit in the town.

Ben Carnell, Drain Doctor

Ben Carnell, at 25 years old, is the youngest-ever person to own a Drain Doctor
Plumbing franchise. Previously a Drain Doctor technician, fully-trained plumber
Ben seized the opportunity to be a franchisee, “This will be my own business and
| am excited by the challenge of being a business owner”

Lisa Tobias, Domino’s Pizza

One person who recognised the career opportunities that Domino’s offers is Lisa
Tobias.Having won the accolade of Domino’s Pizza Manager of the Year at just
21, Lisa enrolled in Domino’s Franchise Development programme in 2004. Now
26, Lisa owns three stores in Kilmarnock, Ayr and Clydebank, and has ambitions
to open a fourth.
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Franchise Seminars

To evaluate the option of franchising in more depth, and to receive further insight
into franchising, attend one of the many franchise seminars and workshops
running throughout the UK.

Experts from the franchise industry deliver all the seminars detailed on
whichfranchise.com. They will answer your questions, and provide you with an
independent appraisal on some of the many issues you’ll face when considering
franchising — whether you are considering a new franchise or a resale, or if you
are thinking of expanding your business through franchising.

To find out the seminar content and to register online
go to: whichfranchise.com/seminars

Attending the franchise Seminar proved to be a very
valuable and worthwhile day. It certainly made me think
about what was being said to me at meetings | subsequently
held with franchisors and gave me a focus to what | should
be looking to ask. | have now taken on a franchise and
without a doubt the decision was made on the back of what
I learnt on the franchise seminar.

Gordon Rigby

CREATE and Business Link East were invaluable in
providing me with specialist franchise support and advice.
Guidance on how to run a viable business included courses
in accountancy, tax and small business regulations. | will
continue to use CREATE and Business Link East for support
whilst in the early stages of running my franchise.

Laura Dilworth
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Step By Step Guide to
Becoming a Franchisee

Visit whichfranchise.com/resources.cfm for the complete interactive guide.

Assess the

Am | suited to going into business for myself?

franchise/s.

Research . .. .
Check finance Visit franchisees

available to invest. to confirm your
choice

franchising as an
option.

Assess personal Identify suitable

o . o Finalise legal
suitability and franchises within

. agreement.
preferences for the right type

franchise type. and franchise.

Confirm and
arrange funding.

Check legal
agreements.

Final meeting with
franchisor
Sign agreement.
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Franchisees Who Took the Plunge

Chris Heaps, Enfields Estate Agency

In January 2007 Chris Heaps established an Enfields franchise in North Leeds
with plans to build his own branch network “Adopting Enfields systems has
allowed me to launch with the perfect balance between autonomy to run my own
company and support to make my venture a guaranteed success”

Des Lamph, McDonald’s

Des Lamph found job satisfaction when he opened his McDonald’s franchise
in 1992 in Northern Ireland “I find it easy to promote the brand because I'm
enthusiastic and believe in it,” said Des.

Joe Smith, Signs Express

As one of Signs Express’ youngest franchisees, Joe Smith is pleased that he
made the initial decision to launch Signs Express (Birmingham SW) in 2006.
Having previously worked in various job roles including sales and design, he saw
franchising as a great opportunity to be his own boss. “Starting up on your own
is a daunting prospect but the support from Signs Express in all areas has been
excellent.”

Steve Williamson, Interlink Express

Steve Williamson, 43, decided to look into franchising when the fortunes of his
employer, an automotive components factory, began to decline. Keen to work
for himself, to use his experience of warehousing and to be part of a network of
like-minded individuals, he jumped at the chance to acquire the Interlink Express
franchise in Wolverhampton.

Neil Morris & John Fitzgerald, Your Move

Your Move franchisees Neil Morris and John Fitzgerald opened for business

in 2006. With no previous experience in franchising, Neil and John were able
to successfully start their own agency due to the resources and support of a
large established estate agency group. “The best of both worlds for us and our
customers”, says Neil.

Richard O’Carroll, Select Appointments

Richard O’Carroll took over Select Appointments Dublin in June 2007. Having
researched the industry, Richard felt Select was a solid recruitment franchising
opportunity and the support provided throughout the life of their franchise
partnerships was second-to-none. Richard has since invested in an additional
brand and territory and is looking forward to finding jobs for people and people
for jobs.
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Gary & Mandy Stephens, Bairstow Eves

Gary and Mandy Stephens, having come from business and IT backgrounds,
opened their first Bairstow Eves branch in 2003. From there they have opened
an additional four. They saw from an early stage that the Bairstow Eves franchise
model was an ideal way to build a new network of branches rapidly and
effectively

Trevor & Anne Conduit, Dream Doors

Husband and wife team Trevor and Anne Conduit found that franchising ‘ticked
so many boxes’ when looking for a new career path.

“Everything we have had from franchising with Dream Doors has lived up to
or exceeded our expectations. The support is fantastic with great training and
invaluable help in sourcing and designing our showroom.”

Adrian Knowles and Jason Skelding, Mail Box Etc

Childhood friends Adrian Knowles and Jason Skelding set up their own
photography business together after university and came across MBE when they
were considering how to invest after selling up. “MBE has been around a long
time and has years of experience across the world, so it is a stable organisation
with an enviable reputation.” Adrian explained.

Julie Maddison, X-Press Legal Services

Julie Maddison set up her franchise in March 2007 after spending many years
working in higher education and local government. “X-Press Legal Services
appealed to me because their business model seemed sound and low risk with
the advantage of training and support from an already established company.”
Julie is looking forward to growing her X-Press operation.

Colin Campbell, Cash Generator

With over 20 years experience in retail, Colin Campbell decided to buy into one
of the UK’s leading retail franchises, Cash Generator. Colin purchased a Cash
Generator resale in Hamilton in June 2006 and although it is only early days,
Colin is already thriving on the everyday challenges & successes that running
your own business brings.

Tracey Appleby, Rosemary Conley

Tracey Appleby has run the Rosemary Conley Diet and Fitness Clubs franchise
in Colchester since 2003 after leaving her steady, well-paid job as a Scheduling
Analyst for a major car manufacturer. She had always wanted to run her own
business and, after losing over 4 stone with Rosemary Conley Diet and Fitness
Clubs, Tracey made her dream come true.
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Franchise Glossary

Common franchise terms and their definitions.

Advertising Fee

A contribution franchisees make (usually less than 3% of annual sales) to an advertising
fund that the franchisor manages to be used for national advertising. Not all franchisors
charge advertising fees.

Approved Supplier
Suppliers approved or chosen by a franchise company.

Area Franchisee/Area Developer
Buys the rights from the original franchisor to develop the system in a defined region. An
area developer cannot sell franchises.

British Franchise Association (bfa)
A trade association encompassing the major franchising companies in the UK that acts in

the interests of the industry as a whole in assessing and accrediting franchising companies.

Franchise Broker
These are independent professionals who market on behalf of franchisors, selling their
franchises on a fee-paying basis.

Business Format Franchising
A license to operate a business using a franchisor’s product, service and trademark under
certain guidelines for a specified time.

Business Plan
A plan that outlines the objectives of a business and the steps necessary to achieve those
objectives, includes financial projections and the planned steps for expansion.

Company-Owned Outlet
An outlet operating under a franchise company brand, but that is owned by the franchisor
as opposed to a franchisee.

Copyright
The franchisor produces manuals and other documentation to ensure the franchise system
is uniform. These are the franchisor's documents and they have copyright over them.

Development Type
The Development type is the method by which the franchisor wishes to build their franchise
network.

Distributorships
Manufacturers and wholesalers grant permission to businesses and individuals to sell their
products. A distributorship is normally not a franchise.

Earnings Claim
Is any information the franchisor gives to a prospective franchisee which allows you to
attempt to predict a range or level of potential sales, costs, income, or profits.

Estimated Initial Investment
A detailed listing of all fees and expenses you can expect to incur in starting a franchise.

Exclusive Territory
As a franchisee you can, with the consent of the franchisor, be given an exclusive area
around your operation.

Franchise
The rights you acquire to offer specific products or services within a certain location for a
declared period of time.

Franchise Agreement
Outlines the expectations and requirements of the franchisor and describes their
commitment to the franchisee.

Franchise Fee
An up-front entry fee, usually payable upon the signing of the contract (franchise
agreement) for the right to use the franchisor’s name, logo, and business system.

Franchisee
The operator or owner of a franchise. Franchise Resale
The process of buying a franchise that is already up and running.
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Franchise Type
The franchise type identifies in general the type of work involved in running the franchise.

Franchising

A method of doing business within a given industry that involves at least two parties

- the franchisor and the franchisee. The contract binding the two parties is the franchise
agreement.

Franchisor
The parent company or person that grants, for a fee and other considerations, the right to
use its name and system of business operations.

Initial Investment

The funds needed to initially set up a franchise and begin trading. This amount must cover
the franchise fee paid to the franchisor and also includes outlay needed to secure space,
purchase products, and cover any other initial set-up costs.

Job Franchise
Same as Single Operator Manual franchise.

Management Franchise

The franchise type where the franchisee will be using their experience to grow the business
and control staff who carry out the tasks of the job. It will require premises, which are more
likely to be office than a High Street outlet. The majority of the turnover here is generated
from Business to Business activities rather than from retail.

Management Service Fee
A term for Royalties, usually in the form of a fixed fee or percentage.

Marketing Plan
A plan that will help define your market, i.e. identify your customers and competitors, outline
strategy for attracting and keeping customers and to identify and anticipate change.

Master Franchisee

This is a franchisee who is given the right by the franchisor to develop and sell franchises
under the brand name within a certain territory. Master franchisee can only sell franchises in
a particular region.

Multi-Level Marketing
A form of distributorship in which you receive commission on your own sales and on the
sales of others whom you sign up as distributors.

Multi-Unit Franchise
The franchisor awards the right to a franchisee to operate more than one unit within a
defined area based on an agreed upon development schedule.

Offer
An oral or written proposal to sell a franchise to a prospective franchisee upon understood
general terms and conditions.

Operating Manual
Comprehensive guidelines advising a franchisee on how to operate the franchised
business.

Regional Franchise
Buys the rights from a master franchisee or the original franchisor to sell franchises in a
defined region.

Renewal
The rights given to a franchisee to renew their franchise business once the initial period set
out in the franchise agreement has lapsed.

Retail Franchise
When the franchise occupies retail premises, selling products or services during retail hours
for ‘walk-in’ retail customers.

Royalty Fees
Ongoing fees paid to the franchisor by franchisees in respect of ongoing training and
support services provided, usually a % of turnover.

Single Operator (manual)

(Also referred to as Job Franchise), the franchisee will be working at the franchise which
usually takes the form of a trade supplying, selling and delivering products or service. It
may be mobile, home-based or requiring small office premises. For example: Dyno Secure,
ChipsAway, Oscar Petfood, Card Connection, Rosemary Conley.
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Single Operator (executive)
(Also referred to as a ‘white collar’ Job Franchise), the franchisee will be working at the
franchise which usually takes the form of a business supplying a service. It may be mobile,

home-based or requiring small office premises. The type of work is executive. For example:

Kumon, X-Press Legal, Expense Reduction Analysts.

Termination
The legal provisions by which either party in the relationship may terminate the contract,
e.g., for breach of contract.

Territory/Area
That ‘exclusive’ portion of land, which is allocated to franchisees as part of the franchise
package to operate their franchise within

Total Investment
The amount of money estimated for complete set up of a franchisee’s business deemed
necessary for a fully operational and profitable enterprise.

Turnkey Package
A package that includes all the systems a franchisee needs to be able to ‘turn the key’ and
start trading.

Unit Franchise
A single franchise business. A unit franchisee may at a later stage buy further unit
franchises and become a multi-unit franchisee.

‘white collar’ Job Franchise
see Single Operator Executive

Working Capital
Cash in the bank, trade credit, borrowing capacity or cash flow needed to meet start-up
expenses and see the business through any unusual dips and changes in its daily action
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