Determining the Right Franchise for You

In my practice I am often asked, “What’s the hottest new franchise?”  After all, if you were to put your money and career on the line, wouldn’t it make sense to go with one of the top rated franchises? Not necessarily!
Each year, Entrepreneur Magazine publishes their Franchise 500®. To have your franchise listed in this publication is extremely prestigious. It’s like the S&P 500 of franchising. Throughout the year, other listings like the Top 100 Franchises, Top 25 Fastest-Growing Franchises, Top 20 Low-Cost Franchises, Top 25 New Franchises, Top 25 Homebased Franchises are also published. Confusing?
Franchising offers individuals with an entrepreneurial spirit the opportunity to be in business for themselves but not by themselves. It isn’t necessary to come up with the “big idea” yourself. You utilize your strengths and skills by implementing the systems of success that were developed by the franchisor over years of experience. It minimizes your risks, but certainly doesn’t eliminate them entirely. Statistically, 82% of all start up businesses fail within the first 10 years, while 90% of all franchise outlets are still operating after that same 10 year period, although some may have changed hands.
Today there are thousands of franchises with more than 760,000 outlets in approximately 75 business categories. They account for over $1.53 trillion in economic output.  It’s not just flipping burgers anymore. Investments vary between $25-50,000 for a home based franchise to in excess of $1.5 million for a McDonald’s or Culvers. Franchise fees range from $7500 - $60,000 depending on the training and support provided. Typical royalties are 5-8%. Franchisors usually have a liquid capital requirement with the ability to finance the rest. Working capital and living expenses for the first year should be included in your plan. Earning potential depends on the business model, location and your ability to implement the systems of the franchise successfully. It’s possible for some home based consulting or services franchisees to make more money than some fast-food restaurants costing considerably more. Since only 20% of the franchisors publish an earnings claim in their Uniform Offering Circular (UFOC), surveying present franchise owners will help determine earning potential. 
Franchising is often referred to as “a business in a box”.  In exchange for an initial franchise fee and ongoing royalties, franchisors provide the systems, training and support, taking the guess work out of running their business. Franchises are awarded to suitable individuals that have the ability and skill sets to follow their systems and are willing to invest in their business model. The only way a franchisor can be successful is in developing successful franchisees. This creates a win-win relationship. Because extensive training and support is provided, previous industry experience isn’t necessary. This opens the doors for all kinds of possibilities. 

More important than which franchise is hottest franchise, is which franchise is right for you.  Which one will you enjoy doing?  Which one will provide the income and lifestyle you’re seeking? And, which one has the best probability of success based on your skills, attitude and desire?

The Franchise 500® is a good place to start. Keep an open mind and your emotions in check. Utilize a fact based analytical process along with competent advisors to help you analyze and validate various opportunities so you can find the franchise that will be the vehicle to the new life you’re seeking. That’s your #1 franchise.
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Top 20 Franchises from the 2007 Franchise 500®

1. Subway

2. Dunkin’Donuts

3. Jackson Hewitt Tax Service

4. 7-Eleven

5. UPS Stores

6. Domino’s Pizza 

7. Jiffy Lube

8. Sonic Drive In

9. McDonald’s

10. Papa John’s

11. RE/MAX

12. InterContinental Hotels

13. Jani-King

14. Cold Stone Creamery

15. Curves

16. Century 21

17. Liberty Tax Service

18. Ace Hardware

19. Midas Int’l

20. Super 8 Motels

