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Basics of Franchising 

n  Franchising can be defined as a marketing method in 
which the owner of a product or service, known as the 
“franchisor”, offers the right to operate and manage his 
product & service to others, the “franchisees”, in return 
for a fee and ongoing royalty payments.  

Franchisee 
- Initial Fee - Royalty, 
- Infrastructure 

Franchisor 
- Know-How - Support 
- Trademark 



Franchising 
Franchising works as a network of 
interdependent business relationships that 
allows a number of people to share: 
 
A brand identification  
A successful method of doing business  
A proven marketing and distribution system  
 

5/19/15 3 



5/19/15 4 

Introduction 
n  1845: Singer Sewing Company 

sells the rights to Licensees 
n  1895: Coca Cola begins to sell 

bottling rights internationally 
n  1930: Howard Johnson started 

franchising hotels/restaurants 
n  1950’s: Dunkin Donuts, 

McDonald’s & KFC are founded 
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Today 

n  Franchising Accounts for over One 
Trillion Dollars in the US Market. 

n  Accounts for 50% of All Retail Sales 
n  Provides Jobs for over 18 Million 
n  Spans in Over 75 Industries 
n  One in every Twelve Businesses in the 

US is a Franchise Outlet 



5/19/15 6 

More than 70 industries 
 

✦   Accounting/Tax Services 
✦   Automotive Products/Services 
✦   Business Services 
✦   Children’s Services 
✦   Clothing & Shoes 
✦   Construction/Remodeling  
✦   Cosmetics 
✦   Educational Services 
✦   Employment Services 
✦   Environmental Services 

✦   Restaurants 
✦   Hair salons 
✦   Home furnishings 
✦   Hotels/Motels 
✦   Janitorial Services 
✦   Laundry/Dry Cleaning 
✦   Lawn & Garden 
✦   Maid Services 
✦   Printing Services 
✦   Real Estate 
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Why Franchising? 
n  Brand Name 
n  Proven Business Method 
n  Training & Support 
n  Access to Specific Product & 

Equipment 
n  Available Financing 
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ADVANTAGES FOR THE FRANCHISOR 
 

n  Expands faster into the market place, without direct  

investment or infrastructure costs. 

n  Store operators are owners, not managers. 

n  Owners cooperate and give ideas to improve the 

system 
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n  Investigate and select industry of choice.  

n  Becomes part of a “proven” system. 

n  Does not require, in many cases, previous experience 

in the industry of choice. 

n  Satisfaction of being in business for yourself; 

but not by yourself. 

n  Innovations and technology are more accessible. 

ADVANTAGES FOR THE FRANCHISEE 
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The Franchisee’s Responsibilities 
✒  Follow the system 

✒  Grow the business locally 

✒  Reinforce the trademark 

✒  Communicate ideas and recommendations 

✒  Be a team member 
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The Franchisor’s Responsibilities 
✒  Grow the Business 

✒  Win/Win for the Franchisor and the 

Franchisee 

✒  Communicate 

✒  Lead 

✒  Motivate 

✒  Be Firm 

✒  Be Flexible 



What Can Be Franchised? 
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Industries 

n  60% of Franchising is 
Food/Restaurant Related 
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McDonald's 
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Johnny Rockets 
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TGI Friday’s 
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Food Sectors 
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Starbucks 
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Franchising by Sectors 
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Lodging Chains 
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Automotive 

n  Automotive is Second with 
Almost 10 % of this Segment 

n  Car Rentals 
n  Service Facilities 
n  New Car Dealers 
n  Aftermarket Services 
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Other Original International  
Franchisors/Licensors 

n  Car Rental Companies 
 



Automobile Dealerships 
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Services & Retail 

n  The Remaining 30% is Directly 
Related to the Service and Retail 
Industries 
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Health & Beauty 
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Beauty Services 
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Educational Concepts 
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n Workbooks 
n Audio 

Reinforcement 
n Leader’s  

Guide for Trainer  



Specialty Retail 
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Fashion 
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Size of Franchise Systems 
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Franchise Maturity 
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Prior to 1980, Over 90% of 
the Franchisors Originated in 
the United States 
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Today, the United States 
Accounts for Less Than 
50% of the Worlds 
Franchise Systems 
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Australia 

n 87% of Their Franchise 
Concepts Are Home Grown 
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Brazil 

Over 80% of Your Franchise 
Concepts Are Home Grown 
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Emerging Markets 

n  China 
n  India 
n  Brazil 
n  Mexico 
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Franchising Fundamentals 
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Methods of Franchising 

n  Master Franchise 
n  Area Developer 
n  Direct Franchising 
n  Joint Venture Partnerships 
n  Direct Licensing & Distribution 



5/19/15 58 

Master Franchise Format 

Franchisor 

Master franchisee 

Sub-franchisee Pilot Center 

✦  Country or region 

✦  Option for sub-franchising 

✦  Multiple revenue streams 
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Franchisor & Master 
Franchise Revenue 

✒  Franchise Fees 
✒  Royalty Fees 
✒  Training Fees 
u  Pilot Store Revenues 
✒  Product & Equipment Sales  
✒  Vendor Rebates 



Vendor Rebates 
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Area Development 

Franchisor 

Area developer Area developer 

Pilot unit Corp. Units Pilot unit Sub-franchise 

✦  Area of defined population 

✦  Option for sub-franchising 

✦  Controlled growth 
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Brazil 



5/19/15 63 

Franchising Brazil 
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Mexico 
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Unit Franchising 

Franchisor 

Unit Franchisee 

✦  Area of defined population 

✦  Controlled growth 



Licensing & Distribution 
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How are the Initial Fees Determined? 
Ø  Size of territory 

Ø  Potential of the market 

Ø  Number of possible units 

Ø  Trademark and Legal Issues 

Ø  Translation of Materials 

Ø  Cost for the initial training and 
support for the franchisee 



Trademark Protection 
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INVESTMENT REQUIREMENT 

•   Franchise Fee / Master Rights 

•   Infrastructure and store build up cost 

•   Operating Capital 

•   Ongoing Royalty payment 
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KEY ELEMENTS IN A 
FRANCHISED BUSINESS 

n  Recognized name / trademark 

n  Simple & attractive product or service 

n  Proven business system 

n  Ability to be easily reproduced 
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Franchising is NOT... 
 

✦   A guarantee of success 
–  Like any business, it has its risks 

✦   For everyone 
–  Consistency is key to franchising 

✦   A short-term commitment 
–  Average contract is 15-20 years 
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Key Characteristics of the Ideal  
International Franchisor 
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Makes planning a fundamental 
component of the business.    
 
- Always insist on creating a 
realistic Business Plan. 
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Offers products and services that 
gives master licensees a clear and 
competitive edge 
 
 - Are you the 3rd or 4th Hamburger 
   Concept in your territory???                
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Maintains a thorough training 
program at the unit and master levels. 
 
   - The only way to insure that your 
      Master franchisee is living up to 
      Your expectations. 
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 Provides a proven franchise 
 development system. 

 
   - There must be a structure for 
      Expansion. 
   - Master franchise, area developer, etc.  
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n Understanding international 
markets. 

  
- Research and study of market?        
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Dedicated international team 
 
   - Training 
   - Marketing 
   - Operational support 
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 Has a proven record for 
 international success. 

 
  - How many international operations? 
  - Are they successful / profitable. 
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 Provides a well documented  
  business system 

     - Corporate identity manual 
      - Operations manual 
      - Training manual 
      - Local language 
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Construction Manuals 



Development Process 
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Operates his own successful flagship unit 
that serves as a model for the network. 
 
      - It is difficult to enforce a system on 
      your franchisees if you are not familiar        

 with the day to day operation of the 
 business. 
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Maintains well developed, consistent 
communications with master licensees. 
 
   - The number one reason for failure of 
     International partners is lack of 
     Communication 
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 Sends experience staff to visit the 
 territory on a regular basis. 

 
   - It is important to keep the consistency 
     of your concept and tackle operational 
     Issues before they become irreparable. 
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Provides new product development to 
stay ahead of the competition. 
 
   - You must continue to find ways of 
     revitalizing your brand to keep up 
     with market demand. 
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Provides an adaptable marketing 
program that is globally focused. 
 
   - Think globally, Act Locally! 
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✦  Evaluate yourself first  
–  Do you require a certain annual income level? 
–  How many hours are you willing to work?  
–  Do you want to operate business yourself or hire manager? 
–  How much can you invest? 
–  Is franchising for you? 

✦  Research your options 
–  Attend franchise exhibitions and seminars 
–  Read franchise directories, articles and books 
–  Use the Internet (www.franchise.org) 

How to Evaluate a Franchise 
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Albert Kong’s C’s 

n  Concept 
n  Commitment 
n  Corner 
n  Cash 
n  Chemistry 
n  Communication 
n  Compliance 
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Coffee Break 
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Franchise Opportunities 
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Master Franchise Terms 
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1.  Minimum of 5 Locations 
2.  Total Master Fee $75,000 USD 
3.  Franchise Fee of $10,000 USD 
4.  Royalty Fee 6% 
5.  Marketing Fee 2% Locally 
6.  Development Agreement 5 Years 
7.  Master Agreement 10 Years Renewable 
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Rita’s Italian Ice 
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Manila - Philippines 
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Manila-Philippines 
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Terms & Conditions 

1.  Master Franchise Fee $100,000 USD 
2.  Royalty is 6% 
3.  Marketing 4% Local 
4.  Term of Agreement 10 Years 
5.  Minimum 10 Locations 
6.  Includes Modular and Express 
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Terms & Conditions 

1.  Master Franchise Fee $100,000 USD 
2.  Minimum Number of Locations TBD 
3.  Royalties 6% 
4.  Marketing - Local 
5.  Total Investment approx. $250,000 US 
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Terms & Conditions 

1.  Master Franchise Fee $125,000 USD 
2.  Minimum of 5 Locations 
3.  Per store Opening Fee $10,000 USD 
4.  Royalties at 6% 
5.  Marketing at 2% Locally used 
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Terms & Conditions 

1.  Master Franchise Fee: $ 
2.  Total Number of Locations: 
3.  Royalty Fee: 
4.  Marketing Fee: 
5.  Initial Investment: 



5/19/15 113 

Churromania 
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Terms & Condition 

1.  Master Franchise Fee $100,000 USD 
2.  Total Number of Locations – 10 
3.  Royalty @ 5% 
4.  Marketing @ 4% Local 
5.  Agreement for 10 Years 
6.  Initial Investment: 75,000-125,000 
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Food Trucks 
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Checklist 

✔  There are no guarantees 

✔  Be prepared to take on all the roles of the business 

✔  Do what you enjoy doing 

✔  Follow the system and believe in it 

✔  Perform a self-evaluation 

✔  Finances: be responsible 

✔  Investigate: internet / seminars / magazines 

✔  Get advice from lawyers & consultants 
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Bottom Line 

n  The ideal international franchisor understands 
that the profitability of its international 
partners will ultimately determine the 
franchisor’s international business success. 
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IFE – New York 2015 
n  June 18-20 – 2015 
n  Javits Center – NYC 
n  VIP Credentials 
n  VIP Reception 
n  International Lounge 
n  Special Host / Escort 
n  400 + Exhibitors 
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Conclusion 

n  Franchising is Considered by Many to 
be the Major Catalyst as a Growth 
Vehicle in the Future World Economy. 



5/19/15 122 

Resources 

n  www.franchise.org 
n  www.cia.org 
n  www.worldtrade.com 
n  www.buyusa.gov 
n  www.betheboss.com 
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Le Sante International 
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Le Sante International 

Specialists in Growing World-class 
Brands Worldwide through franchising 

william@lesante.net 

www.lesante.net 

Thank You 


