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     Franchising Sentiment Falls 

Franchize Consultants’ October 2019 Franchising Confidence Index indicates franchisors sentiment is 

still evolving and changing quarter to quarter. Whilst sentiment improved over majority of the areas 

surveyed in July, those areas have seen cautious sentiment again in the October survey. Franchisor 

sentiment toward General Business Conditions has dipped to its lowest level in our surveys. Other 

areas fell, with franchisor growth prospects, 

access to financing, access to suitable 

franchisees, franchisee sales and 

profitability levels falling most.  

On the positive side, whilst a softening in 

sentiment, availability of suitable locations, 

suitable staff and operating costs per 

franchisee remain similar to last quarter.   

Comments received indicate the recent 

changes to some laws are making an impact 

on small businesses now. 

Franchisor outlook for general business conditions dropped after a brief rise in July (net 10%) to net 

negative 32%, the lowest seen in the history of the survey. 

Service Providers sentiment however was boosted at net 21%, up from a previous net 0% in July. 

The general business conditions outlook of net negative 32% is predominantly more positive than 

other more general business survey datasets, however on this occasion it is more inline.  

The ANZ Business Outlook, which recorded a net negative 38% in June dropped further to net 

negative 54% in September. NZIER recorded sentiment of net negative 31% in July, with a further 

slight drop again in the recent October survey at net negative 35%. 

RESULTS SUMMARY TABLE *  

*The figures indicate ‘net’ confidence. Net’ confidence is the difference between those reporting ‘better’ and ‘worse’ 
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Franchisor sentiment for franchisor growth 

prospects, was less positive from a franchisor 

viewpoint at net 4%, down from net 50%. 

Service Providers however remained stable 

at net 7% up from net 6%. 

 

 

 

 

 

 

Franchisor sentiment toward  access to 

suitable franchisees, after a brief softening, 

has reverted to a key challenge once again at 

net negative 60%, down from net negative 

10%. Service Providers again were stable in 

their sentiment at net 7%, up from net 0%. 

 

 

 

 

Franchisor sentiment toward access to 

financing continues to be challenging with the 

sentiment oscillating quarter to quarter. After 

last quarter’s rise in sentiment to net negative 

5% it has dipped to net negative 44% this 

quarter. Service Providers sentiment is less 

concerned recording net 7% up from net 6%.  
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Franchisors sentiment toward finding suitable 

locations at net 4% (previously net 11%), whilst 

still an area requiring focus, is staying stable. 

Service Providers continue to be more positive 

at net 14%, although down from a previous net 

53%. 

 

 

 

 

 

Franchisors sentiment toward future sales 

levels per franchisee remains buoyant in 

comparison with other areas, at a net 24% 

(previously net 50%). Service Providers 

sentiment is similar at net 14%, down 

from net 25%. 

 

 

 

Franchisee operating costs has always been a 

very challenging area and remains so from 

both Franchisors and Service Provider 

viewpoints. Franchisors sentiment dipped 

slightly, from a net negative 30% to a net 

negative 36% for October. Service Providers 

sentiment eased slightly but remains at very 

low levels with net negative 57%. 
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Franchisor sentiment for access to 

suitable staff has remained stable in 

October at net negative 38%, however 

still remains a key area of focus. Service 

Providers sentiment eased to net 

negative 7% up on the net negative 25% 

previously. 

             

 

 

Franchisor sentiment regarding 

franchisee profitability levels, after 

showing a steep improvement for July at 

net 25%, has dipped back to net negative 

12%. Meanwhile, Service Provider 

sentiment remained low at net negative 

43% in comparison to net negative 50%. 
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Franchising Outlook  

Franchisors were asked for qualitative responses on how things were looking in their sector. Fifteen 

franchisors responded from a variety of self-reported industries such as retail, cleaning, hospitality, 

finance, education, construction and subtrades. 

Comments alluded to low/declining demand, margin compression, rentals, wage increases, ability to 

find good staff and franchisees as the most challenging areas for both franchisees and franchisors. 

Related regulatory and policy changes toward wage rates, immigration and other more specific areas 

were noted. Some businesses also pointed to new competitive pressures from larger operators and 

suppliers. 

The following examples were indicative of this sentiment: 

 Commercial Cleaning. Minimum wage increases are hurting - creating difficulty as price increases 

not being accepted by market. Compliance costs significant - potential to drive out lower quality 

suppliers, so not necessarily a bad thing. 

 We're getting good growth, but margin compression is at its worst with rising petrol prices 

 Retail Sector - continues to be a tough sector to operate within. 

 Very positive as we make progress in areas that have been lacking attention within our unique 

franchise model. Man in a van food distribution. 

 IT Services/Support - Changing times as more businesses adopt cloud technologies. Negative = 

Lower margins due to commoditisation. Positive = recurring revenue due to subscription nature of 

cloud increases customer stickiness and business resale value. 

 Transport. It’s a struggle. We have noticed a very noted downturn in franchise enquiries from the 

beginning of 2019. 

 Very tough. The biggest issue we are facing is access to good staff, it's becoming very difficult to 

find and recruit good staff. Hospitality. 

 New immigration laws are making franchisee and employee recruitment close to impossible. 

 Recently announced changes to the CCCFA by the Minister will be disastrous for the consumers 

they are trying to protect, in turn this will also be disastrous for Franchisees and the Franchisor. A 

political decision made to look like a consumer protection decision..   

 Contract cutting/joinery - general feedback that the market continues to consolidate with more 

dominant players growing their business at the expense of the little guys. 

 Food & Retail. Seeing a substantial decline in lead generation and potential franchisee's.  

Franchise Partner profitability has declined with the minimum wage increase, supplier increases 

and Landlord's not adjusting annual rent increases in line with the market softening, as Lease's 

are 3-4 years old and have bigger annual increase compared to CPI. 

 Pressure on labour, occupation costs, third party delivery are sure to be the death knell of many 

small businesses 

 Retail - We see a mixed bag over the past 12 months with most stores slightly down and only a 

few stores up. Our biggest competition is suppliers own retail and outlet stores and online 

competition from our suppliers again  

 The downturn has been quite sudden. Costs are up mainly because of wages and we have had to 

compensate by reducing hours. Prices are also under pressure because of the weak NZ$ 
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 Home services, plenty of work available but recruitment remains the biggest challenge  

 

Service Providers were similarly asked how they thought things were looking for franchisors and 

franchisees.  Their responses also provided a mixed future outlook. Key examples include: 

 

 Franchise systems are facing increasing wage costs through regulation, increasing difficulty in 

finding appropriately skilled staff, consumer resistance to price increases and incremental 

increases in operating costs resulting in reduced margins and profitability. Franchisors need to be 

working with franchisees to determine how they can improve operations to protect profitability 

as well as looking at their own fee and royalty levels, to ensure franchisee business units remain 

viable for existing and attractive to new franchisees. 

 Generally more positive as the economy goes through a predicted pick-up. Sadly, it's election year 

coming up which means that the Opposition will be talking everything down in a bid to get 

elected and business confidence will probably not pick up. Election years always dampen 

franchise recruitment prospects. 

 Uncertain business environment and low business confidence continues to encourage caution and 

delays in making future business commitments. 

 Generally much the same. 

 Tough Market conditions but should see slight improvement over the next year.  Good operators 

will continue to perform well. 

 Uncertain politically still in NZ and looking ahead as well as overseas there are uncertaintes, 

though balanced with good current growth stats 

 I am concerned that finance lines from banks are going to be getting even tighter in some sectors 

 Very good 

 Unfortunately franchisees get sucked into the general negative business feeling out there 

 

 

 

 

 

 

 

 

 

 

 

 

 

      

  

http://www.franchize.biz/
http://www.franchisingconfidence.co.nz/


 

© 2019 Franchize Consultants (NZ) Ltd |www.franchize.co.nz | www.franchisingconfidence.co.nz Page 7 

Release Date: Thursday 24 October 2019 
 

 

 

Concluding Comment 

 

Franchize Consultants’ Franchising Confidence Index in October 2019 indicates growing challenges for 

franchisors and franchisees alike. Key features were challenges with demand, new regulation and 

policy decisions, competition, rentals and finding both franchisees and staff. Some companies noted 

growth but were constrained by recruitment and concerned with margin compression.  

The operating environment and associated outlook is clearly tough – and many businesses have been 

further impacted by e-commerce and changes with digital technology generally.  

While the sentiment levels may be inline with other New Zealand business surveys, we suggest 

franchisors should, if not already, be seriously considering taking any opportunity to review and 

improve their franchise business model, associated franchise structure and management. Clearly, 

changes that can improve the outlook for franchisee and franchisor value creation and long-term 

sustainability are needed. 
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      FRANCHISING CONFIDENCE CHARTS        

The following four illustrations present individual and net franchisor and Service Provider 

expectations (separate charts) for the following year across all questions, including general business 

conditions and franchisor growth prospects (covered above). 
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Franchising Confidence Index 

The Franchising Confidence Index represents the views and expectations of franchising, an important domain of 

business within the New Zealand economy.  

Franchising is a substantial and growing domain of business making up an important part of the New Zealand 

economy. The recent Franchising New Zealand 2017 survey, conducted by Massey University in collaboration 

with Griffith Business School, indicates New Zealand has 631 individual franchise systems comprising some 

37,000 units (owned mostly by franchisees).  The survey also suggests local franchise systems employ some 

124,200 people. Finally, local expert estimates of total franchise system turnover is $27.6 billion – suggesting 

franchising is a strong contributor to New Zealand GDP – as it is around the world. Companies involved in 

franchising are as diverse as Foodstuffs (New World, PAK'nSAVE, Four Square), NZ Post, Fisher & Paykel, Contact 

Energy, McDonald’s, Columbus Coffee, Fastway Couriers, Harcourts and Fletcher Building. 

The Franchising Confidence Index represents confidence in key measures critical to the success of franchising in 

this country by reporting attitudes toward general business conditions, as well as key franchising growth 

determinants including access to capital, suitable potential franchisees, staff and locations. The Franchising 

Confidence Index also covers franchising health attributes and outcomes by exploring franchisee sales, 

operating costs and profitability, and franchise system growth prospects. 

The data and analysis presented represents the views of 24 franchisors and 14 Service Providers collected 

between Monday 14 October and Monday 21 October.  Findings from both groups are reported separately.   

Respondents were asked whether they expected conditions to be ‘better,’ ‘same’ or ‘worse.’ ‘Net’ confidence is 

the difference between those reporting ‘better’ and ‘worse.’ 

The data and analyses were compiled by Kayleen Smith.  

 

For more information contact: 

 Callum Floyd PhD 
---------------------------------------------- 

Franchising Confidence Index 

Franchize Consultants (NZ) Ltd 

Level 1, 27 Gillies Avenue 

Newmarket, Auckland 

Ph. 09 523 3858 

Email. callum@franchize.co.nz  

Web. www.franchize.co.nz, www.franchisingconfidence.co.nz 
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