
Business For Sale Sellers Knowledge Bank 20 April 2024 1

Can I Franchise my Business? – Ten Things to Consider
 

Many businesses get to a stage where they consider expansion, and franchising is one way of expanding a business
footprint. There are many benefits to be had from franchising a business, including expansion with third party capital
and the dedication of an owner manager that promotes the business for their own profit. Not all businesses have
franchise potential. Any business owner considering franchising should ask themselves the following questions.
Ideally, all these questions should have a positive answer.
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Many businesses get to a stage where they consider expansion, and franchising is one way of expanding a
business footprint.  There are many benefits to be had from franchising a business, including expansion with
third-party capital and the dedication of an owner-manager that promotes the business for their own profit.  Not
all businesses have franchise potential.  Any business owner considering franchising should ask themselves the
following questions.  Ideally, all these questions should have a positive answer.

       1. Is the business operational?

There are plenty of entrepreneurs with ideas but putting that idea into action is a prerequisite for franchising. 
Potential franchisees (and banks that offer franchise finance) want to see a track record of operations and
profitability.

2. Is the business profitable?

The business must reach the profitability stage prior to franchising in at least one location or branch. 
Franchisees are looking for a recipe for success, and a positive bottom line is the ultimate marker of a
successful business.

       3. Can a franchisee afford franchise fees with this business model?

In addition to profitability, the profit margin must have enough room to apply a percentage-based franchise
fee and marketing contributions.  Franchises thrive when they pool their money to do collective marketing
and when the franchisor collects franchise fees to maintain a supportive head office.

       4. Can I train other people to do what I do?
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Franchising a business implies training other people to operate the business in the same fashion.  If the skills
required are too difficult to train or if the business is highly reliant on the owner for its success, it will be
difficult for the franchise.  A good way of testing this is opening another company owned branch to see how
the business performs without the involvement of the founder.

      5. Do I have enough money to pay for professional assistance?

Franchising has many aspects to consider and it is easy to make mistakes.  A potential franchisor should
have funds available to invest in the professional advice of a franchise consultant and specialised attorney, to
help navigate the journey to franchise readiness. 

6. Does the business have an element of uniqueness?

It is easier to franchise a business with some uniqueness, whether it has a “secret recipe” or methods or
system that mean a franchisee does not have to reinvent the wheel.  It generally feeds market acceptance
too, as consumers respond well to businesses that offer something different than the norm. 

7. Does the business have an established brand?

Buying into an established brand is a major motivator for franchisees and an essential part of the franchise
value proposition, the offering sold to franchisees.  If the brand is not known in its area or not well-designed,
the business needs to give this attention prior to franchising.

8. Can the franchisee achieve a return on investment within a reasonable timeframe?

A franchisee will make a substantial investment and will most likely apply for finance, whether with a bank or
from friends and family.  Successful franchises offer a return on investment (after a salary for the franchisee)
of between 3-4 years. 

9. Will the business achieve financial growth and a return on investment by franchising?

The motivation for franchising a business is usually to grow its footprint and its profits.  As a potential
franchisor, the business owner should evaluate the potential financial growth and profitability that can be
achieved with franchising and whether it is acceptable when compared to expansion through company-
owned units.

10. Can the industry sustain a franchise network?

One thing that the Covid19 related lockdowns taught us is that not all industries are bulletproof.  If your
business is in an industry that will have difficulty in a post-Covid19 economy, franchising is not the way to
go.  Instead, reinvent and adapt with a new formula before you consider franchising.

Getting professional business advice is the best way forward if you are considering franchising your business. 
Franchise Fundi has seasoned consultants and service providers available to help new franchisees with every
stage of development.  For more information, see https://franchisefundi.co.za/
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