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FRANCHISING SENTIMENT REMAINS ELEVATED  

Franchize Consultants’ July 2013 Franchising 

Confidence Index demonstrates continued elevated 

optimism across many key growth drivers, as 

reported by responding franchisors and Service 

Providers.   Franchisors were most positive about 

improvements to franchisor growth prospects, sales 

levels per franchisee, general business conditions, 

and franchisee profitability levels.  

The latest results indicate highly positive franchisor 

(net 50%) and Service Provider (net 67%) sentiment 

toward general business conditions. These elevated 

results were shared by the latest results of other more general business surveys including the BNZ  

(net 59% in July), ANZ Business Outlook (53% in July) and NZIER (31% in June) business confidence 

surveys.  

Notably, none of the 32 franchisor respondents expected business conditions to deteriorate over the 

next 12 months.   

 

Both franchisors (net 53%) and Service Providers 

(net 67%) were positive about prospects for 

franchisor growth. Only three of 32 franchisor 

respondents expected franchisor growth prospects 

to deteriorate.  

 

 

 

 

 

 

 
*The figures indicate ‘net’ confidence. Net’ confidence is the difference between those reporting ‘better’ and ‘worse’  

RESULTS SUMMARY TABLE * 
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Franchisor sentiment for access to suitable franchisees, staff, locations and financing remained largely 

neutral, overall. Small improvements in franchisor sentiment were recorded in accessing franchisees 

and suitable locations.  Meanwhile, sentiment toward accessing financing deteroriated.  

 

 

Interestingly, Service Providers were notably more optimistic in their outlook in each of these 

dimensions. Notable gaps in sentiment were recorded in access to suitable franchisees (i.e. 9% vs 33%) 

and access to suitable staff (i.e. 3% vs 27%).  
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Expectations for franchisees demonstrate mixed results – though the outlook for sales and profitability 

levels remained positive overall.  

 

Franchisor (53%) and Service Provider (60%) 

sentiment toward future franchisee sales levels 

remained high. These high levels were somewhat 

offset by a negative outlook on franchisee 

operating costs. Indeed, franchisors (negative net 

16%) and Service Providers (negative net 20%) 

were united in their overall franchisee cost outlook. 

Notwithstanding the negative franchisee operating 

cost outlook, both franchisors and Service 

Providers demonstrated positive sentiment toward franchisee profitability levels, reporting a net 28% 

and 53%, respectively.  

 

Franchising Outlook  

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

Twenty one franchisors responded. Many noted that they were experiencing some improvements in 

demand. While not all companies identified their sectors, positive franchisors included companies 

operating in construction (e.g. home / shed building) and related services (e.g. landscape supplies), 

fast food retail, education and courier services. The following examples are indicative of this positive 

sentiment: 
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  “Manufacturing - improved people seem to have a bit more disposable income for 

improvements” 

 “Building sector - showing signs of improvement mainly in the residential segment, rural is 

starting to show some life, commercial still slow” 

 “New housing construction is improving in 70% of the areas of NZ” 

 “Landscape supplies - prospects look good with increase in building and development in the 

Auckland region” 

 “I think the home improvement market will continue to strengthen with the increase in 

property sales and new construction” 

 “Education - the sector remains strong” 

 “More interested in spending by end users” 

 “If fast food is litmus test of economy it would seem as if conditions have been improving” 

Some companies involved in business to business services (e.g. commercial cleaning) noted a more 

challenged environment due to a combination of cost-conscious customers and intense price-driven 

rivalry.  

Finally, the impact of technology was strongly evident in four of the responses, and featured both 

positive and negative impacts depending on the business:  

 “Retail sector continues to experience fluctuations however the reality is that consumers are 

careful not to over extend and many retail sectors are not matching last year’s figures which 

were already down year on year for previous 4 at least. The online shopping is a major 

competitor now for most bricks and mortar retailers.”  

 “Our industry (DVD rental) is struggling against the impacts of new technology. Not so much 

due to customers downloading movies but just because they have more choices with other 

technology to fill in their leisure time and lots of these don't involve getting off the couch! Our 

focus is on reducing costs and making businesses more efficient.” 

 “Education. Better for me as I am starting to use social media more and getting more 

enquiries!” 

 “Overall sales are up driven by strong online retail expenditure (Courier Industry)” 
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Service Providers were similarly asked how they thought things were looking for franchisors and 

franchisees.  Their responses were notably more positive than in previous editions of this survey. Key 

examples include:  

 “Improving” 

 “Better - more demand for products and services” 

 “Promising - earthquakes allowing” 

 “So much better than this time last year” 

 “Business conditions are varying according to region.  In some areas prospects for Franchisors 

are looking better but franchisees remain operating in an increasing competitive market.” 

 

Concluding Comments 

Overall, Franchize Consultants’ Franchising Confidence Index in July 2013 demonstrates continued 

high levels of sentiment across many key franchising growth drivers. Most notable were high and 

positive levels of sentiment toward franchisor growth prospects, sales levels per franchisee, general 

business conditions, and franchisee profitability levels.  

We continue to be encouraged by positive sentiment toward franchisee profitability – arguably a 

franchise system’s most important key performance indicator. Similarly, high levels of sentiment and 

more positive comments relating to sales growth point to an improved outlook for franchisors and 

franchisees alike.  
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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 Franchising New Zealand 2012 survey, conducted by Massey University in collaboration with 

Griffith Business School, indicates New Zealand has 446 individual franchise systems comprising some 22,400 

units (owned mostly by franchisees).  The survey also suggests local franchise systems employ some 100,000 

people. Finally, local expert estimates of total franchise system turnover range from $15 to $25 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 32 franchisors and 16 Service Providers collected 

between Monday 22 and Wednesday 31 July 2013. 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.’ 
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