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Franchisor Sentiment Remains Subdued 

Franchize Consultants’ April 2019 Franchising Confidence Index indicates continued subdued 

sentiment. Sentiment reductions were reported for access to suitable franchisees and staff, operating 

costs per franchisee, franchisee profitability and access to financing. Meanwhile increases were 

reported for growth prospects, and to a 

lesser degree, available suitable locations.  

Franchisor outlook for general business 

conditions (net negative 15%) dipped after a 

small lift in January sentiment at net 

negative 3%, whilst Service Providers 

sentiment negated the positive gains seen in 

January of net 19%, to indicate sentiment of 

net 0%. 

The general business conditions outlook of 

net negative 15% continues to be in line with 

the trends of other business research, 

although as our experience shows (over 37 

quarters), franchising is often more positive than for other more general business survey datasets. 

The ANZ Business Outlook, after showing improvement at net negative 24% in December, dipped to 

net negative 38% in March. NZIER similarly saw an improvement at net negative 18% in January, 

however, has since dropped to net negative 27% in April. 

 

 

 

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, is one of the few areas 

showing improved sentiment at net 35% 

up from net 23%.  Service Providers on 

the other hand dropped from net 31% to 

a net negative 11%. 

 

 

 

 

Franchisor and Service Provider sentiment 

toward  access to suitable franchisees 

continues to fluctuate quarter to quarter. 

Both Franchisors at net negative 31% 

(previously net negative 24%) and Service 

Providers at net negative 11% (down from 

net 0%) sentiment dipped this quarter. 

 

 

 

 

 

Franchisor sentiment toward access to 

financing hit an all time low at net 

negative 31% down from  net negative 

18% in January.  Service Providers 

confidence also low dropping from net 

negative 6% to a net negative 22%. 
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Franchisors, at net 13%, (previously net 

negative 3%) and Service Providers also at 

net 13% (from net 0%) showed improved 

sentiment towards access to suitable 

locations.  

 

 

 

 

 

 

Franchisors sentiment toward future sales 

levels per franchisee moved very slightly 

retaining a positive net 23% (from net 

26%), with Service Providers sentiment 

showing slightly more easing at net 11% 

(down from net 44%).   

 

 

 

 

 

Franchisee operating costs have been 

seen as the greatest challenge for some 

time and it remains the number one 

challenge based on Franchisor views at a 

net negative 58%, and Service Providers 

indicate a net negative 78% sentiment. 
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Franchisor sentiment towards access to 

suitable staff has also hit an all-time low at net 

negative 48%; a sentiment trend which has 

been declining for a number of years. Service 

Providers were a little more buoyant at net 

negative 11%, up from net negative 38%. 

             

 

 

 

 

Franchisor sentiment regarding franchisee 

profitability levels declined further to a net 

negative 23%, down from net negative 12% and 

the lowest point to date. Service Providers 

positive sentiment of net 19% in January was 

negated to a net negative 56%. 
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Franchising Outlook  

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

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

home services, agriculture, construction and subtrades.   

Comments indicated some real challenges, particularly in the retail environment. However, there 

were positive feelings within some other industries. Challenges were attributed to increasing labour 

cost and availability levels, lower margins due to cost of materials, difficulty in finding good 

franchisees and the impact of general changing conditions. Few positives were noted.  

The following examples were indicative of this sentiment: 

 Hospitality sector. Finding good staff is now very difficult - proving to be an ongoing problem 

daily.  Operating costs are also challenging - raw materials and employment costs continually 

increasing. 

 Retail is flat. Lack of confidence starting to show. Higher wages will be a significant issue 

 We seem to be on a 6 month up which is nice to see. Fingers crossed for the next 6 months 

 Overall joinery and cabinetry business have been off to a slow start this year. 

 Agricultural Sector- Things are looking to carry on at current levels providing that the dairy 

payout remains at the level it is currently tracking at.  

 Access to quality franchise enquiries remains number 1 challenge.  Home Services 

 Regulatory review is cause for concern; unintended consequences could harm Franchisee 

profitability. Micro finance and second-hand good retailer 

 Extremely tough in Food Retail 

 Lawn mowing, our business model may need changing as franchise sales are slow  

 Construction sector is facing headwinds as it comes off the cycle  

 Retail - Business and in particular retail climate is not improving 

 We are in high quality fast-food retailing. We expect the wage rises to increase menu pricing. This 

coupled with lower household spending will soften the business for a couple of years. Retail's 

demise is creating increased availability of tenancy’s, but the downside is food is getting over 

supplied. There will be lots of casualties in the next 24 months. 

 Residential renovations - lower profit margins due to cost of materials increasing  

 Cleaning good. 

  

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: 

 

 Those who are open to looking for ways to change and evolve are making good progress. 

 Business is tight in many sectors and looking out 12 months things may start to turn to the worse 

given global head winds - it is hard to say. 

 Commercial environment is steady but head winds from current government for SMEs 
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Concluding Comment 

Franchize Consultants’ Franchising Confidence Index in April 2019 demonstrated continued subdued 

sentiment due to a variety of factors; not least, decreasing demand, increasing labour and other 

operating costs, and reduced labour supply.  

Franchising, as demonstrated by other more general New Zealand business surveys, is not alone in 

lacking strong confidence toward future business conditions. As we have indicated previously, the key 

for franchisors will be to continue to take positive business and franchise system improvement steps. 

We advise continuous thought and initiatives to focus on ways to project momentum forward thus 

ensuring the continued improvement of both franchisee and franchisor businesses. 

We at Franchize Consultants take the view that in difficult times it is vital to focus on the basics of 

operating your business – including improvements to the unit-level business model. Also important is 

a continued focus on strong franchise relationships through a strong communication plan and regular 

franchisee feedback and satisfaction surveys. Finally, a challenging environment is also often a time to 

consider a Franchise System Review, with the opportunity to optimise the franchise system via 

identified and prioritised improvements.  
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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 26 franchisors and 9 Service Providers collected 

between Monday 1 April and Friday 5 April 2019.  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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