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READY TO GROW

mmummwamnsormanmmm

Chances —are;” you' already
spent a significant amount of time
performing due diligence on your
franchise investment. You chose to
own a franchise because there was

somethingaboutitthat struckachord
with you, whether it was belief in the
brand, the strength of the business
model or the convenience of taking
over a turnkey operation. All of these

factors are still in place, so why re-in-
vent the wheel?

You've already done the hard work
of getting the rights, setting up a new
business entity, learning their system
and hiring and training the staff. Do~
ing it all again should be easier - and
more cost-effective ~ the second (or
third, or fourth) time around.

Often, one unit alone may not yield
the return on investment you want. If
you are happy with your franchise, ac-
quiring another should increase your

You might find that owning only ans unit
does nof yield the reforn oa imvestment
that you would like.



profit just for the simple fact that you
have economies of scale on your side.
There were other costs that were
probably not factored in the pro for-
ma when you acquired the franchise.
You now know what those are and
should notincur the same costson the
second. Withashorter learning curve,
acquiring the second unit will enable
you to double your revenue without
doubling your cost.

Costs to set up the entity (corpora-
tion, partnership or limited liability
company) and filing tax returns usu-
ally do not have to be duplicated just
because there are multiple stores.
Other costs - such as insurance, busi-
ness licenses and state fees -~ do not
always increase with an additional lo-
cation. If your management functions
are already done offsite at a separate
facility you rent or own, opening ad-
ditional units would not cause that
rent to increase or that mortgage to
change, nor would your overhead ex-
penses increase.

Bookkeeping expenses are anoth-
er area of potential savings under a
multi-store strategy. Franchisors,
banks and investors often require
financial statements prepared by a
certified public accountant, but these
services to create financial state-
ments will not increase exponentially
with each new store. Once processes
are in place to handle one location,
your finance team can easily replicate
the process to combine the incoming
financial data into one financial state-
ment. Economies of scale are created
because you now have a workforce
that is familiar with you, your man-
agement team and the franchisor.

Opening an additional unit gives
some of your employees the ability to
move up within the organization and

Adding odddiomaf unils might improve
your profit and cosh flow becouss of the
ekl ademinchaios sovk

take on more responsibility. Shifting
employees from an existing location
to a new one will substantially cut
down your training and opening time
since they are already familiar with
the operation, including customer in-
teraction and the point-of-sale inter-
face. Youwill not need to trainawhole
new group - just individuals. The pro-
cesses and procedures do not need to
be recreated, but simply downloaded
toanew group of team members.

It is important to remember that
franchisors are looking at increasing
their profitability and cash flow by
adding volume. After all, that is why
they franchise. So if the franchisors
are trying to improve their bottom
lines by adding volume, shouldn’t you
follow their lead?

Opening additional franchise units
will spread your costs and will pro-
vide a better return. In fact, many
franchisors will seek investors willing
to open multiple units because they
understand there are administrative
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costs that do not make sense when
you own only one.

It is not the same for every fran-
chise, but adding additional units will
improve your profit and cash flow be-
cause of the added administrative sav-
ings on a per-unit basis. Remember,
most franchisors spend significant
amounts of money on advertising,
maintaining brand recognition and
improving products, efficiency and
presentation. All of these come at sig-
nificant costs. By being a bigger part
of that group, you can make a bigger
return as a franchisee through multi-
ples units. &
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