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What should I do to make my business franchisable 

It is said that almost every business is franchisable. However, when thinking whether 
to make it franchisable the real question is if the business should be made 
franchisable. Several criteria need to be met, but the criterion that matters the most 
is that the franchising business should not “experiment” on the franchisee. 

 

Criteria of successful franchising 

❖ Provide adequate return. A franchising business that is not able to generate at 
least 15% return on investment (ROI) after deducting the royalty fees (usually 
between 4% and 8%) is already struggling to keep the franchisees happy. A 
successful franchising business should have a good profitability track record, plus 
the ability to pay its manager, a marketing fund and provide good ROI for the 
franchisees. 

❖ Credibility. Credibility stems from a good track record over time, experienced 
management, a proven concept, public acclaim or positive exposure in the local 
press. Therefore, successful franchisings are usually experienced businesses that 
the public already knows and has a positive opinion about. 

❖ Uniqueness. The franchised product/service has to be adequately differentiated 
from the competitors, to have a sustainable competitive advantage when 
compared to the latter and last, but not least to be marketable as a business 
opportunity. 

❖ Easily taught. The franchised business has to develop the documentation for 
operating procedures in a way that could teach someone how to operate the 
business in three months or less. Also, all the franchised business’ systems have to 
be in place before franchising it. 

❖ Easily duplicated and relatively easy to operate. If a company or its 
procedures are not easily duplicated, the business is not franchisable. It is normal 
to assume that the average person cannot be taught to run just about any business,  

Franchising – concept 

Franchising is a type of business through 
which a person can use another person’s 
business philosophy. The franchisor (owner of 
the business idea) grants the franchisee 
(independent contractor) the right to use its 
business model, distribute its products, 
techniques and trademarks in exchange for a 
percentage of sales and/or royalty fee. 

Various services or intangibles, both national 
and international level, are made available by 
the franchisor, such as training or advertising. 
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no matter how difficult. Therefore, the business has to be easy enough that all people 
can learn how to manage it easily. 

❖ Affordable to operate. If a business requires a big cash flow to be able to 
function, it won’t attract too many franchisees, as the typical franchising candidate 
profile is that of an individual owning $100.000-$200.000 of equity and a 
retirement account of more or less the same size from which he/she has to finance 
the purchasing costs of the business, the start-up expenses and the cash flow. 

❖ Broad geographic appeal. An attractive franchising must be viable in more 
than just a few markets, otherwise the business may not be able to attract enough 
franchisees or justify the investment. 

Stages to develop a franchisable business 

1. Create the unit prototype. After creating the prototype, the company should 
run it for a long time and make sure it works. The company should also 
understand its seasonality, customers, competition, suppliers, market positioning 
and branding. 

2. Make the replication feasible. A feasible replication entails a smooth delivery 
to the franchisees of anything related to the “look” of the business, such as design, 
site criteria or construction plans. At this point the franchisor should be able to 
give the franchisees an accurate estimate of the costs related to both developing 
the location and running the business on a daily basis. Also, in this stage the 
franchisor should have a proper system in place to deliver the same product to 
every customer and a training material and method that would teach the system to 
the franchisees in a reasonable period of time. 

3. Evaluate if the products/services are any good. While performing this 
evaluation one should ask how the products are perceived by the customer, if they 
are better than those of the competition, if the popularity of own products can be 
easily affected by the ever changing consumption patterns, if the competition can 
easily duplicate the system and even come up with an improved version, how 
improvements in the existing products can affect the consumption frequency, if it’s 
possible to adjust prices to offset lower consumption frequency or if there are any 
environmental regulations impacting the product’s market. 

4. Know the competition. Any business should know its competitors and 
franchising is no exception from this rule. If other companies are targeting the 
same customers, this means they are competition. 

5. Examine whether the growth plans are realistic. For a company that is 
looking for an expansion rate of a few company-owned locations in the long-term, 
franchising might not the best option. For a company that is looking for more, fifty 
locations or more within one year time, franchising could be a solution. 

6. Evaluate the skillset required from the potential franchisees. The 
skillsets of potential franchisees is essential for any franchising because its 
expansion depends heavily on their quality. Therefore, it is useful for the 
franchising to ask itself if it would be relatively easy to find the skillsets to match  
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its needs, if the franchisees will be able to hire enough employees with the required 
skillsets and if the franchising has the ability to train all these people in its 
procedures, systems and policies. 

7. Evaluate own ability to operate a franchising system. Since having the 
right people on board of the business is key to the franchising’s success, the 
business should ask itself whether these people are already in the company and if 
it can afford to hire additional talent if needed. 

8. Evaluate own support that can be delivered to franchisees. Own 
support that can be delivered to franchisees refers to support programs that have 
to be in place to assist the franchisees to operate and grow their systems. 
Furthermore, the franchising has to be able to provide continual training, 
marketing research, research and development (R&D) and new products if 
possible. 

9. Evaluate how much can be charged from franchisees and if it’s 
enough to keep the business running. After deducting franchise fees, 
royalties and other fees (e.g. marketing, advertising and additional training), the 
business has to be both profitable and able to generate and acceptable ROI. 


