WHAT IS
FRANCHISING?

A simple guide to help you discover
what franchising is and how it can
work for your business

THANKS FOR
DOWNLOADING
THIS GUIDE
Thank you so much for taken the time to download
this 'What is Franchising?' guide. I'm fiercely
committed to providing people with as much value for
free as possible before they decide to embark on
franchising their business to ensure that it's the right
route for them.
In my career, I've seen what a huge impact
franchising can have on both brands and people.
Franchising done well can be a recipe for significant
success that would otherwise have gone unfulfilled.
Some of the best known brands in the world are
franchise businesses. Could yours be one too?
I hope you enjoy learning about franchising in this
guide as much as I've enjoyed creating it. It's purpose
is to offer some simple insights into the franchising
world for those who may not have experienced it just
yet. For those of you who wish to explore franchising
your business in more detail, visit the website for
another free resource on 'How To Franchise Your
Business'. For those of you who decide it's not quite
the right move for your business, I wish you all the
very best of luck regardless.
Best wishes,

Andy
www.andygeorgiou.com
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INTRODUCTION
You've likely heard of lots of franchise brands whether you
realise or not. McDonalds, Subway, Anytime Fitness, Kumon
Maths and Costa Coffee are all examples of well known
popular franchise brands well established both in the UK and
globally.
These franchise businesses, didn't start as a franchise
businesses. Technically you actually can't (or certainly
shouldn't try) sell franchises until you've established your
business and are operating profitably in your local area or
branches. Once you've done that part, you can start growing
your business into other areas using a franchise model.
But, what actually is franchising? There are some different
forms of franchising such as 'business format franchising' and
'product licensing', which are very different things. Both exist
with external parties operating a business using an
established brand name and their services/products, but
contractually can be very different. For the purposes of
clarity, we'll be focusing on 'business format franchising' in
this guide as it the most common and popular form in the UK
for brands to start operating through.
There are also various terms you will need to know about so
not to confuse you about who is who and what means what.
These are outlined in the short glossary page next. If once
reading this guide, you have more questions about
franchising, you should contact Andy for some guidance and
please do fee free to ask as may questions as you like. Before
taking any next step, it's important you have a clear
understanding of what franchising is (and isn't) and if indeed
it could work for you and your business.

www.andygeorgiou.com

3

BUSINESS
FORMAT
FRANCHISING IS
THE MOST
COMMON AND
POPULAR TYPE IN
THE UK
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FRANCHISE
GLOSSARY
Franchise - this is usually defined as a territory/area/branch
of a particular business where a person is contractually
obliged to operate in using the proven brand's set up and
name
Franchisee - this is the person (sometimes a company) who
operates the franchise in the territory
Franchisor - this is the main company (and person) that will
have launched the original business, recruits franchisees,
trains and supports them operating their own franchise
territory
Franchise Agreement - this is the contract (sometimes
referred to as a licence agreement of legal contract) that is
signed between a Franchisee and Franchisor agreeing to
terms of the franchise being sold. The length of agreement
can be anywhere between 12 months - 10 years.
Operations Manual - this is a key document (or set of
documents) that a Franchisee will have access to, which
outlines how they are to run their business and keep the
brand consistent as required by the Franchisor.
Franchise Fee - this usually refers to the up-front cost of
buying into the franchise and securing a territory/area to run
the franchise. Sometimes known as the Initial Fee.
Royalty - this is also known as a Licence Fee, Management
Service Fee or just Management Fee. It is the ongoing cost a
Franchisee pays to the Franchisor for continued support in
operating the Franchise. Sometimes a fixed fee or percentage
of gross revenue.
Trademark - this can also relate to patents, and generally
refers to what a franchise business has copyright protected
from others misusing the brand name or copying the
concept/product.
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WHAT IS
FRANCHISING?
The Business Dictionary defines it as:
"Arrangement where one party (the Franchisor) grants
another party (the Franchisee) the right to use its
trademark or trade-name as well as certain business
systems and processes, to produce and market a good
or service according to certain specifications.
The Franchisee usually pays a one-time franchise fee
plus a percentage of sales revenue as royalty, and
gains (1) immediate name recognition, (2) tried and
tested products, (3) standard building design and
décor, (4) detailed techniques in running and
promoting the business, (5) training of employees,
and (6) ongoing help in promoting and upgrading of
the products.
The Franchisor gains rapid expansion of business and
earnings at minimum capital outlay."

Reference:http://www.businessdictionary.com/definition/franchising.html
www.andygeorgiou.com
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FRANCHISING V
LICENSING
It is not always easy to definitively separate
franchising and licensing. Franchising is essentially a
form of licensing, and generally the two are very
closely aligned apart from some of the contractual
requirements.
Franchising generally is quite inflexible for
Franchisees in the sense that when you buy a
franchise you are required to operate the business in
your defined area with strict guidelines, whereas
licensees enjoy more freedom. This said, the reason
for a strict approach is to promote a consistent
service and product quality across all areas therefore
boosting the brands power and appeal to consumers
who know exactly what they are getting from the
business regardless of where they go. McDonalds is
famed for their consistent replication of fast-food
restaurants, which would not be possible if it simply
licensed its name and gave too much flexibility to
franchisees.
With licensing, the Licensor retains the ownership of IP
and trademarks but allows the Licensee to produce
goods and services using their name. This can be a
risky strategy compared to franchising where all
areas of the business will be closely controlled.
Licensing contracts generally tend to be very different
in length, training, support and ongoing fees.

www.andygeorgiou.com
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ADVANTAGES OF
FRANCHISING
There are a number of benefits to franchising for both
parties involved. For a Franchisor the advantages
include;
1. Less Risk
If you were to grow the business organically using
your own money or borrowed, it would involve
significant sums and potentially become almost
impossible to do or fund. Having Franchisees allows
for them to use funding to grow the business in their
area limiting your outlay and financial risk.
2. Accelerated Growth
Organic growth is great. This can still continue when
you franchise in the sense that you can still grow your
own local areas (as if they are now a franchise
territory themselves), but you also benefit from
having Franchisees helping grow the brand in their
areas, therefore gaining much more traction and
brand awareness in a shorter space of time.
3. Time
One of the main reasons many Franchisors decide to
franchise their business is simply down to them not
physically having anymore time to grow the business.
They may already feel stretched with the current
operation but still want to earn more money and build
their business asset. Franchising allows for this over
time.
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FRANCHISING CAN
BE A GREAT WAY TO
ACCELERATE
GROWTH OF YOUR
BUSINESS WHILST
USING OTHER
PEOPLES FUNDING
AND THEIR LOCAL
KNOWLEDGE
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DISADVANTAGES
OF FRANCHISING
While there are many advantages (even more than
have been listed already), it's important to go into
franchising 'eyes wide open'. Here are some
disadvantages to consider;
1. Up front effort
To get the ball rolling on your franchise journey it will
take a large amount of effort from you. If you decide
to use an experienced consultant, this can be
significantly reduced, however you will still need to
commit to working hard to get the business ready to
offer it as a franchise, which will take time and hard
work.
2. Less control
When you decide to grow your business by
franchising, you are trusting others to run the
business and represent the brand in the same way you
have done and this can be difficult for some people to
do, particularly with complex business models or
agreements that have high consistently controls
embedded. It's therefore critical to ensure you are
ready to train someone well enough to do that and be
willing to let the business grow beyond where you've
built it already.
3. Drive and focus needed
To make a business successful it requires drive and
focus. This is no different when franchising and if a
Franchisor takes their eye off the ball it can lead to
the franchise failing to achieve it's potential.

www.andygeorgiou.com
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HOW LONG IS
A FRANCHISE
CONTRACT?

Typically speaking, contracts or 'Franchise
Agreements' will last anywhere from 3 - 10 years.
There are some agreements that are outside of this
range, but generally speaking that is what you will
find. Five years tends to be the most popular across
sectors as a significant but not overly long period for
either party.
If you decide to sell the franchise internationally, the
contract will likely be different in many ways and the
length may be longer in duration up to 20 years.
Pilot Franchise Agreements are sometimes offered by
new businesses who are testing their franchise model
for the first time and may offer a shorter more
condensed contract while still proving the concept
works across multiple locations.
The contract should be one tailored specifically for
you and of course be relevant to the country you
operate from. You may wish to use a qualified
franchise lawyer for this type of document or at least
engage a consultant to discuss other options. You will
certainly need a contract in place before any
franchisees are trained as this forms the legal
arrangement for the relationship and is essential.

www.andygeorgiou.com
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IS IT RIGHT FOR
MY BUSINESS?
Not every business can be franchised but generally
speaking the first two questions to ask yourself are;

1. Is the business proven and profitable?

Generally speaking a business should have been
operating for an absolute minimum of 12-18 months
before considering franchising and even this is some
instances may be too short. Needless to say the
longer you've been operating and 'proving' the
business works the better. It also allows you to draw
on business growth which you wouldn't be able to do
in less time than this. The profitable part essentially
refers to the question of whether someone would be
able to make money from the franchise opportunity
and be worth their time, effort and investment doing
so. While having a fun business to operate may have
some appeal, having a profitable business in
operation will be critical to long term success for both
Franchisee and Franchisor.

2. Can the business be replicated?

Essentially, can your business operations, systems
and processes be passed onto someone else in
training and also put into a manual for Franchisees to
use ongoing? If the answer is yes to this one and the
first point above, then you've likely got a good chance
of franchising the business. Of course a more
thorough analysis with a consultant will give you an
even greater knowledge and understanding.
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IS YOUR BUSINESS
PROVEN AND
PROFITABLE? IF YES,
AND YOU BELIEVE IT
CAN BE REPEATED
BY OTHERS THEN
YOU MAY WELL BE
ABLE TO FRANCHISE
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IS FRANCHISING
RIGHT FOR ME
PERSONALLY?
This may seem a strange question at first. If you
decide to franchise your business, surely the question
of whether the business is right for franchising is the
most critical. The answer to that is yes, it is, however
as the Franchisor you need to determine whether you
have the ambition, vision and time to build a bigger
brand.
One of the biggest threats to a Franchisor's success is
actually themselves. Lack of time and focus are two of
the main reasons fantastic brands with great
potential fail to realise it. The leader of the business
needs to drive the potential to see it come to fruition
and critically you need to want that and have the
energy to do that. Without it, you'll likely fail.
It's worth really considering what you want from the
business long term as well as short. Franchising may
be a path to growing a larger more
national/international brand, but with that comes
responsibility and it's unlikely you'll be able to step
back anytime soon from running the business. That
generally only comes years later when the business is
well established and large parts are running
themselves (or you hire staff).
If you do this, make sure it's right for you personally
as well as for the business.

www.andygeorgiou.com
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HOW MUCH DOES
IT COST TO
FRANCHISE?
It's going to largely depend on your business needs,
goals and who is charging you. The following fees are
likely to be something you'll need to consider;
-

Consultancy Fees
Franchise Agreement
Operations Manual
Territory Mapping
Franchise Opportunity Website
Franchise Information Pack (prospectus)
Franchise Marketing

Depending on who you use to help you franchise your
business, the fees can total anything from £3k - £33k!
In the past, some franchise consultants have received
bad feedback and grown a reputation for poor value
so it pays to ensure you are comfortable with what
you will likely need to invest and talk to more than
one consultant.
Like anything, the price you pay will greatly vary on a)
what you will actually receive for the fee, b) how
much direct involvement on your part is required (or
for a consultant) and c) whether the consultant works
in a larger company or is independent.
Andy works as an independent and offers most of the
above as part of a project based fee starting from as
little as £4,500, which significantly reduces the cost of
franchising your business.
Contact him for more details.
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HAVE YOU GOT THE
DRIVE AND
AMBITION TO BUILD
A NATIONAL OR
INTERNATIONAL
BRAND. IT WILL
TAKE A LOT OF
EFFORT AND FOCUS

www.andygeorgiou.com

WHAT DOES A
FRANCHISOR DO
A Franchisor leads the business and drives it forward.
They are likely the person mainly responsible for
getting the business to where it is today and will be
the ones who had the vision and determination to
make it a success in the first place.
What this actually entails will vary from business to
business and depending on if they have staff
members looking after certain parts of the business.
This over time will change too, but typically an early
stage Franchisor will be involved in much of the front
line tasks such as; franchise recruitment, franchise
training, ongoing support, updating the operations
manual, improving franchisee relationships, overall
brand strategy, document creation etc.
As time passes and the business grows, the Franchisor
will likely step back from some of these tasks and
take on a more strategic role with more delegating
and leadership of staff required. This may happen
sooner than expected too. There may also be more
time available to pursue other business interests or
focus on other things in their life once the business is
fully functioning as it should be and they have other
staff performing certain jobs.
Longer term, the Franchisor who has built the business
to where it is, may decide to sell the business and
franchise network at a high value fee and there will be
a new Franchisor in situ.

www.andygeorgiou.com

20

FINAL WORD
Franchising, as has been described, is a relationship
between two parties where one owns the trade-name,
trademarks and intellectual property and licenses it
to others who use those things including a proven
business model in a specified territory.
It's a method of growing a business, using other
peoples time and money. It's a way to accelerate
growth and build the brand nationally and
internationally without needing to take on more
permanent employees yourself.
It's also a difficult challenge and one that has risks
and some quirks that need to be fully considered. That
said, it's also the method of growth used by some of
the largest household names in the UK, even if you
didn't realise before!
Hopefully you've found this guide useful and if you
have further questions or are seriously considering
franchise your own business, it's recommended to
download the 'How to Franchise Your Business' free ebook found at andygeorgiou.com.
Good luck with your business growth and if
franchising is the route you choose, you're in for an
amazing journey!

www.andygeorgiou.com

21

For more advice and tips on how to
franchise your business visit
www.andygeorgiou.com.
If you would like to work with Andy on
franchising your business, you can
email him to request information. Full
contact details can be found on the
website.
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