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FRANCHISORS CONTINUE POSITIVE OUTLOOK 

Franchize Consultants’ October 2013 Franchising Confidence Index demonstrates mostly solid 

optimism across many key growth drivers, as reported by responding Franchisors and Service 

Providers.   Franchisors were most positive in their outlook for sales levels per franchisee (net 53%), 

franchisor growth (net 50%), and general business conditions (net 41%). By contrast, franchisors on 

balance held a negative view on the availability of suitable franchisees (negative net 13%), and 

operating costs per franchisee (negative 16%).  Meanwhile, franchisors reported a positive outlook for 

franchisee profitability levels, availability of suitable locations, and availability of suitable staff.  

Franchisors were equivocal on access to financing (net 0%). 

The outlook for general 

business conditions is a key 

measure for this research 

because it can be compared 

with many other general 

business confidence surveys. 

Franchisors remained solidly 

positive (net 41%), albeit 

slightly less so than the 

previous quarter (net 50%).  

Meanwhile, the majority (i.e. 

12/14 or net 92%) of the 

small number of responding 

Service Provider were 

particularly positive in their 

outlook for general business 

conditions.  

The net 41% positivity experienced by franchisors was largely shared by other research involving 

general business, including the BNZ (net 59% in August), ANZ Business Outlook (54% in September) 

and NZIER (32% in October) business confidence surveys.  

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 also 

remained high at a net 50%, 

slightly down from the 

previous quarter (net 53%). 

Service Providers (79%) 

remained more positive than 

franchisors, further building 

upon their already positive 

sentiment in the previous 

quarter (67%).  

 

Franchisor sentiment toward  access to suitable franchisees deterioated to a notable negative net 13% 

(from a positive 9%). Franchisor sentiment toward access to financing also dropped from a positive 9% 

to 0%. Meanwhile, franchisor sentiment improved slightly for both access to suitable staff (from net 

3% to 9%) and locations (from net 13% to 19%).  
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Interestingly, Service Providers were notably more optimistic in their outlook in two of these 

dimensions. Notable gaps in sentiment were recorded in access to suitable franchisees (i.e.-negative 

13% vs 29%) and access to suitable staff (i.e. 9% vs 29%).  

Expectations for franchisees indicated a mixed outlook – though the outlook for sales and profitability 

levels were slightly positive.  

  

 

Net Franchisor (53%) and Service Provider (50%) 

sentiment toward future franchisee sales levels 

remained high. These levels were somewhat offset by 

a negative outlook on franchisee operating costs. 

Indeed, franchisors (negative net 16%) and Service 

Providers (negative net 7%) 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 19% and 36%, 

respectively.  
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Franchising Outlook  

Franchisors were 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 renovation) and related services (e.g. landscape supplies), fast food retail and 

business services.  Notably the education sector responded that there was clear growth, and the Pet 

Industry advised they were buoyant with no shortage of customers. The following examples are 

indicative of this positive sentiment: 

 “We're in the business services/consultancy sector and 2013 has seen a dramatic increase in 

revenue/profitability over the last 2-3 years” 

 “Struggling to keep up with demand. Have an order back log” 

 “Construction activity is positive in Christchurch and Auckland and showing signs of life elsewhere but 

much slower than the two big markets” 

 “Positive future - Business Sales” 

 “All going according to plan with a lift in confidence but operating costs are higher 

 Retail & Trade Landscape Supplies - seasonally but also construction and development wise we expect to 

see a pick-up in sales” 

 “Pet Industry is buoyant and there seems no shortage of clients, just staff” 

 “Construction/Home Renovation. Steady enquiry but improved buying habits” 

 “Per store sales have been increasing for the last 3 years - this year is the best yet” 

 “Food Retailing - It appears compared to our industry partners that we are tracking very favourably in 

terms of same store sales. The businesses which will florish (sic) will be those prepared to make changes 

to their business model” 

 “Stable and still experiencing growth, however this this is at a much lower % than in previous years.”  

 “We are by all accounts leading the growth stakes whilst minimal percentages but September was a 

dismal month for sales. Retail scene really patchy still” 

Franchisors with a more downbeat view talked of a tough retail market, with the home services sector 

franchisors having difficulty finding suitable franchisees: 

 “We are in home services. Still pretty steady. Work levels are good. Franchise sales still remain a 

challenge” 

 “Home Services - certainly down real challenge getting suitable franchisees” 

 “Footwear is tough and going to get tougher before it gets any better, industry is slow to respond to 

market changes and needs, especially to generational change” 

 “Uncertain, lacking confidence. Small business services” 
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Service Providers were similarly asked how they thought things were looking for franchisors and 

franchisees.  Their responses varied – however, most were cautiously optimistic, with some concern 

for the general economic climate and how that has affected access to financing.  Key examples 

include:  

 “Improving top and bottom lines but tightening of new site locations and suitable staff” 

 “Generally better apart from finance for smaller firms” 

 “Better and stronger” 

 “Slightly better due to the overall growth in business confidence” 

 “If franchise buyer confidence follows business confidence upwards, growth will follow. It's up to 

franchisors to ensure that their business propositions stack up in the post-GFC economy” 

 “Much less buying and selling of franchises than previously. Fewer business expansions using the 

franchise model” 

 “Suggest the environment has swayed slightly for the worse due to the prospect of higher interest rates 

and the increased difficulty/cost some will now experience in raising finance >80% of their property 

values. Overall consider rises in OPEX is likely to increase at a greater rate than Sales/GP%. Availability 

of suitable new locations is likely to remain constant with more options becoming available as landlords 

complete earthquake assessment/remedial work & sites become available through the demise of 

current tenants. There appears to be steady resource of potential staff for franchisees”  

 

Concluding Comments 

Overall, Franchize Consultants’ Franchising Confidence Index in October 2013 demonstrated a 

continuation of the generally high levels of sentiment recorded in the previous quarter. This elevated 

sentiment is shared by other recent general business confidence surveys – and is reflective of a 

generally improved outlook and forecast for the economy.   

Franchisors continue to maintain a solid and positive outlook for general business conditions, sales 

levels per franchisee and franchisor growth. Whilst slightly reduced, we were encouraged to record a 

continued and positive outlook for franchisee profitability. By contrast, franchisors on balance held a 

negative view on the availability of suitable staff, and operating costs per franchisee.  Franchisors were 

equivocal on access to financing. 
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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 14 Service Providers collected 

between Monday 21 and Friday 25 October 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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