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1. The following are rated as the top ten franchise brands in 2009 by Entrepreneur

Magazine. Work with a partner to find out the businesses they specialize in.

Franchise Brand

Business Focus

1) Subway W

2) McDonald’'s

i'm lovin’ it

3) Liberty Tax Service LisERTY

SERVICE®

4) Sonic Drive-in Restaurants

Drive-in

5) InterContinental Hotels Groups Ilﬁ

InterCantinental Hetels Group

6) Ace Hardware Corp.

The heipful place.

P

7) Pizza Hut P.;qu




continued

Business Focus

8) UPS Store (1|1

9) Circle K

10) Papa John's Int'l. Inc. [P X

2. Look at some franchise stores near your university. What are the things they have
in common? What are their differences from other non-franchises?

Text A

Making Your Franchise the Next McDonald’s

by Mark Siebert

While the vast majority of young franchisors would be
happy if they were to open 100 franchises, for others,
nothing short of world domination will suffice.

If you're someone with grander designs, you might
well ask, “What does it take to become the next
McDonald’s'?”

2

Notes:

1. McDonald’s; the world's
largest chain of fast food
restaurants in the world (3£ ) #
4%, ERBRHRBEY S



Franchise

1. Uniqueness
Making it to the top of the world starts with the
concept. And when it comes to the franchise concept,

“me-too®” opportunities need not apply. The franchisor | 2. metoo: the practice of
hoping to rule the world must start by breaking new imitating other people’s work
ground and not following in the steps of others. or ideas HEH; B0

That doesn’t mean your concept must be the first to
the market — although that can certainly help.
Uniqueness may be as simple as a new recipe, a fresh
marketing campaign, a proprietary product or a new twist
on an old service. And ideally, your unique selling
proposition involves staking out’ a competitive position | 3. stake out: put out ki ; 5¢Hi
against which your competitors cannot or will not
respond.

A couple of years after McDonald’'s began its
incredible run, Burger King* joined the fray®, and was | 4. Burger King: a global chain of
able to grow in near lockstep. They did that, not by hamburger fast food restau-
copying the McDonald's formula®, but by carving out a | '3 (R)WEE, @RE_K

e , Pk il
position in the marketplace where McDonald’'s chose not 5. fray: competition () &

to respond — allowing the customer to “have it their =4

way’.” And while they are not the next McDonald’s, one | 6. formula; a prescription for

might argue that they are the next best thing. making up a medicine, baby's
food, etc. fik

. 7. have it their way. it is derived
2. Make it Work

from the Burger King slogan of

Of course, no matter how unique the idea, it still has “Have It Your Way” ; 34k
to work. And ultimately, that means return on investment. (At AR EHEN OB H
Nothing sells franchises as fast, especially in today’s viral WIEE")

environment®, as the reputation that a particular | 8. viral environment. the kind of

opportunity is a moneymaker. And nothing can derail a surroundings  which  features

growth opportunity as fast as failing franchisees. the fast spread of information

With that i ind d e [ bl K through the Internet, the word-

ith that in m.m , You need to be certain to w9r ORI FUBIERY, 5. Kk
diligently to maximize the franchisee’s returns. Your first VAR

order of business should be to determine if there are ways
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in which the initial investment can be reduced.

At the same time, you must strive to aggressively
manage the franchisee’s income statement. And while top
line performance will have the most direct impact on your
stream®, ultimately, the expense side
management’ ( developing purchasing discounts, for
example), will result in more successful franchisees’ —
and ultimately in increased franchise sales.

revenue

3. Start with a Plan

Once you decide to franchise aggressively, you
need to realize that success in franchising does not
happen by accident. Success is designed from day one
and happens because companies execute according to a
plan.

Good planning starts with an understanding of the
competitive landscape and benchmarking your closest
competitors. Regardless of how unique the concept,
every franchisor has competitors — and it is your job to
know how your prospective franchisees view you in
relation to them.

Armed with this knowledge, you need to properly
position the offering"’, structure the business relationship
and determine whom to hire and when. You should then
subject these decisions to financial analysis to ensure you
have the resources necessary to implement these well-
laid plans.

4. Build-in Value

In order to be the next McDonald'’s, you need staying
power. And that means building a strong value
proposition'? into the offering. Larger, better established
franchisors will have substantial value in their brand and

4

9.

10.

11.

12.

revenue stream: sources of
revenue Y33 R

expense side management;
the management activities
related with the expense

control 3% B8

offering: the kind of product

or service a company

provides 7=

the fuil
positioning of a brand, a pro-
duct or a business #+-{H F5k;
REfL

value proposition:
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the years of advertising that went into creating it.

For newer franchisors, however, the brand itself, at
least short term, is likely to be a lesser part of the value
proposition. With this in mind, you need to concentrate
on other elements of the value proposition: research and
development, purchasing, back room'" services and
other pieces of “value” that cannot be obtained by an
independent businessperson.

5. Add sizzle" ,

Of course, if you want to be the next McDonald's,
you are going to have to start by selling a heck of a lot
of*® franchises. And to do so, you are going to need to
motivate people to investigate — and ultimately buy —
your franchise.

Call it what you will — sizzle or pizzazz'®— you!'ll
need it to generate interest in your franchise if you are
going to really hit it big as a franchisor.

While sizzle is, at least in part, a function of the
concept it surrounds, the best thing you can do is put
together a first-rate franchise marketing plan. You'll want
to develop state-of-the-art franchise marketing materials,
- which include brochures, videos and a great website.

Since the sizzle factor tends to be viral in nature, you
may want to consider hiring a top franchise PR firm as
well. McDonald's was always a master of PR, starting
with their sign that proclaimed “Over one million sold” —
today, they simply cannot change that sign fast enough
to keep up with the count.

6. Select the Right Franchisees
Great franchise systems have great franchisees.
Even the best franchise concept will fail if its franchisees

13.

14.

15.

16.

Frandhise

back room: a place where
research or planning is done

(E)BE®=E

add sizzle; add flair to sth.
() (E R 4R EIR

a heck of a lot of: a great

deal of ()24 EH)

pizzazz. dazzling style; flam-
boyance; flair. (W) B % &
ok
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are not capable of running a profitable business and
delivering a positive experience to their customers.
Selecting quality franchisees is most critical as you're
seeking to gain traction in the market. Financial capability
is clearly a critical component to success, but other
characteristics are equally important.

Franchisees must possess a passion for the brand
they are representing, have the ability to lead their
operations team and be willing to filter their own personal
interests through those of the entire franchise system. An
excellent franchisee will realize that profits can only be
maximized if their interests are aligned with those of both
the franchisor and other franchisees in the system.

7. Make Controlling Quality “Job One”

Once you have found your franchisees, one of the
most challenging aspects of hyper-growth is controlling
quality. But to maintain your value proposition at the
consumer level, protecting brand standards must be at
the top of your priority list.

If you're opening a handful of franchises over the
course of a year, you can often maintain quality without a
heroic effort. But the faster you choose to grow, the more
important it is for you to develop the systems and tools
necessary to ensure the consumer receives a consistent
experience. That means start-of-the-art'”  operations | 17. start-of-the-art: the entry level
manuals, training programs and perhaps training videos. of a business @l 2Rk 5 5
Moreover, that means a commitment on the part of RLY
management to inculcate these standards within the
organization — and the intestinal fortitude'™ to make the | 18. intestinal fortitude:  being

tough calls when those standards are not upheld. high-hearted, persistent and
dauntless; tenacity B # Rl

B, BUAK




8. Capital Makes the World Go Round

Of course, the best laid plans of mice and men™,
often go awry, especially if you don't have the capital to
implement them. While franchising is a low-cost way of
growing a business, it is certainly not a “no cost” means
of expansion.

You need to secure adequate capital to fund your
initial legal and development costs, which, for an
aggressive growth plan, will likely be north of® six
figures.

Beyond the basic startup costs, you need to fund a
budget for franchise marketing. On average, you can
expect to spend between $5, 000 and $7, 000 on
marketing for each franchise you desire to sell.

Likewise, you need to staff an organization capable
of aggressive growth. That certainly means hiring people
to staff your franchise sales department and people to
maintain quality — field representatives and trainers.

There is no worse mistake than taking a 9-foot leap
across a 10-foot ditch. That means you must start by
understanding your capital needs and then ensure this
capital is available to you.

9. Bring in “A Team”

Speaking of which, one of the most important
aspects of any business is the development of the team
responsible for growing it. Chances are, if you have built
a successful concept and are about to franchise it
aggressively, you'll need an entirely new set of skills to
make the transition from operator to franchisor.

Regardless of the business you plan to franchise, as
a franchisor, you will now be in the business of selling
and supporting franchisees. And if it is your goal to

Franchise Business

19. mice and men: £4

20. be north of. to exceed, sur-
pass (O )#id



