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Operating Systems
that Manage Results
Successful, profitable franchise systems in the future will be those that build strong
business relationships with their franchisees and are committed to dominating their
markets by providing unparalleled customer experiences. Such outstanding service applies
to relationships with both their franchisees and their valued customers. This focus on
franchise relations and customer satisfaction guides how successful franchise companies
should be organized and operated. This chapter outlines eight systems that work together
to meet such goals.

What Is Business?
Although many aspects of franchising are unique, it is at core a business and shares many
of the challenges and characteristics of other businesses. The reason for a business is
economic performance. The purpose of a business is to create and keep customers, and
the result of a business is satisfied customers. The characteristics of a successful business
include the following NINE COMPETENCIES:
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Attracting new customers
Ensuring customers are VERY satisfied and loyal
Retaining current customers
Ensuring customers promote you, forever
Getting customers to purchase more of its products or
services more often
Continually increasing market share
Maintaining a sufficient profit margin
Having low management and employee turnover at the
operating locations
Having very satisfied and engaged managers and team

members executing the systems at the operating locations.
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Franchises vs. Independent
Businesses
The average success rate for franchising may be greater than for independent businesses.
However, few people understand why. Simply put, it is because franchises (and company
managed outlets) have a clear advantage in all of the NINE COMPETENCIES due to their
ability to:

[a] Align all franchisees to a Brand’s mission, core values,
vision, and positioning statement;
[b] Design, develop, and execute Operating Systems that
deliver on the nine competencies mentioned above; and
[c] Design, develop, and execute Operating Systems that
deliver and enhance what customers’ value.
Professional Management Companies using franchising as a growth strategy must evolve
from an organization run by an entrepreneur to one run by systems and processes known
collectively as “professional management.” This is not meant to denigrate entrepreneur
founders, but rather to identify one of the “elephants in the room.” Many founder
entrepreneurs are frustrated with their inability to grow their companies successfully after
the 100-200-unit milestone. They attend seminars and hire consultants and outside
executives in an attempt to solve their problems. What is needed by every franchise
company, whether its locations are company or franchisee operated, are systems
developed with customer-driven philosophies, policies, programs, procedures, and
practices. The operations in these companies must be consistently executed by
well-developed, trained, committed and engaged franchisees and company employees.
This is what is known as Professional Management. The goal of this chapter is to provide a
framework for thinking about Professional Management. We will examine its presence in
your operations by focusing on the eight key Operating Systems that every successful
franchise company must have. These Systems are broader concepts than department
titles. Some of these systems must be present throughout the departments of your
company. Others will be more concentrated in a single department, but all eight must
function well in the Operations of a successful franchise company.
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8 Keys for a Successful
Franchise Company
1) CUSTOMER RELATIONSHIP MANAGEMENT
Making the customer [the end user and not the franchisee] the focus of
everything we do. We must learn to talk to the customers and build our
business around their expectations, wants, needs and desires. We must measure
how well we are doing in serving and satisfying the customer.

2) SUPERIOR LEADERSHIP
The management team must provide the kind of leadership that earns the
respect and trust of franchisees and team members. Your leadership should
inspire an appreciation for the Operating System and inculcate the desire to
follow the system. This will result in opening additional units.

3) STRONG BUSINESS & FINANCIAL PLANNING
To succeed in franchising, both franchisor and franchisees must carefully plan
growth and control their finances. In addition, you must have a plan for
systematically monitoring franchise operating information and analyzing return
on investment from the development, marketing, operations and training
departments. Franchisees must be involved in a structured business planning
process enabling them to tie the success, growth and profitability of their
franchise to their personal motivations around their stated goals for lifestyle,
income, wealth and equity.

4) EXCELLENT FRANCHISEES
We believe franchises should not be sold. They should be awarded. You must
have an efficient system for recruiting, awarding and opening franchises to
people and/or entities that will:
- Build the value of your brand
- Follow your proven Operating System
- Use your ongoing Performance Improvement to dominate local markets

5) EFFECTIVE MANUALS
At the very least, your manuals should clearly and concisely document your
proven Operating System. At best they can also:
- Enhance the value of your brand among franchisees
- Enable franchisees to achieve profitability and reach their goals
- Teach the value of marketing, customer service and compliance
- Be marketing tools in recruiting new franchisee candidates
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6) EXCELLENT FRANCHISOR/FRANCHISEE RELATIONS
You must constantly promote a franchise-wide collaborative, collegial
relationship. Everyone should work together toward the common goals of:
(a) VERY satisfied and loyal customers who return frequently and promote you
to others; (b) disproportionate market share; (c) enhanced brand image; and (d)
mutual profit. Franchisees need to be involved in decisions that affect them.
There must be multiple ways you receive feedback from the franchisees on
issues critical to their success.

7) FOCUSED FIELD STAFF
You must have a professional field staff that work in harmony with franchisees
to help them deliver excellent customer experiences, build market share and
work with fellow franchisees to dominate local and regional markets. The field
staff also needs to have a plan on how to grow their assigned areas over an
extended period of time.

8) EFFECTIVE TRAINING PROGRAMS
These procedures include: site selection, build-out, initial and ongoing training
programs. Awarding franchises to top candidates is only the beginning. You
must have a carefully planned training program to assimilate them as smoothly
as possible into your organization. You must also provide ongoing programs
that will further develop existing franchisees and reinforce the purpose and
practice of your systems and strategies.
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