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Introduction

I love helping people find the
FREEDOM and FLEXIBILITY
they have as they enjoy the
American dream of business
ownership.
This is my commitment anthem to everyone I mentor.
Owning a franchise business is an outstanding way to
build generational wealth and leave a financial legacy.
I want to help you mitigate your financial risk and also to
help you strategically position yourself for lasting
success. Fortunately, my mentorship model gets you to
the right side of financial freedom!
In this book, I will discuss the mistakes I’ve seen new
franchisees make. I believe there is no point in repeating
a mistake that someone else has made.
Each of these mistakes has had devastating
consequences for entrepreneurs. In fact, any one could
easily kill your franchise business before you even get to
your second year. They can also harm your reputation
and your finances.
There is much more information to share with you than
can be found in this book. For that reason, I'd like to invite
you to schedule a free strategy session at your
convenience. In the meantime, let’s get started!
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Section 1: Planning to Enter the
Franchise World
It’s essential to research the business you’ll go into, to understand the costs involved, and to have a
passion for serving customers in the franchise business you choose. Following are mistakes related to
business fundamentals, which could prove deadly to your business.

1. Conducting Shoddy Research
It’s important to research a franchise and your business
model before you plunge into it.
Before you begin a franchise business, look into:
Your relationship with the franchisor
Whether your location aligns with the business’s
ideal customer base
Types of franchising models
The price of a successful franchise
Where you can recruit a strong team
I also recommend that you look into an industry's
advantages and disadvantages. You can start by
googling something like "pros and cons of starting a
cleaning franchise business." You can also talk to current
franchise owners on LinkedIn or speak to a franchise
consultant.
Ask probing questions. For example: Would you go into
the industry if you had to do it all over again? What was
the most difficult part of getting started?
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2. Failing to Research the Franchisor
Thoroughly
Who are you going into business with? This is one of the most
important questions that will determine whether you have a good
experience... or a nightmare.
It's critical to learn all about the franchisor, and not just about the
parts the franchisor wants you to hear. You can do your research
on Google and social media. You can also contact franchisees
directly to learn about their experiences.
Look for possible red flags.
Do you see any lawsuits involving the franchisor?
If so, who filed them, and what were they about?
How many franchisees have closed up shop? How do these
numbers compare to other franchise opportunities?
Do you see any complaints from franchisees when you search
Google, forums, and social media?
After this, you'll be prepared to ask a franchisor relevant questions.
When you meet a franchisor, I recommend asking 10 questions.
1. What is your background, and how did you start this franchise?
2. What criteria do you consider when choosing your
franchisees?
3. How much money can I make out of this franchise?
4. What gives you a competitive advantage?
5. How much support will you give me after the initial training?
6. How do you resolve disagreements?
7. Where else does your franchise operate and what is your
franchisees’ success rate?
8. How much liquid capital do I need before I break even?
9. What are your expectations for me as a franchise owner?
10. Can I talk to your current and former franchisees about their
experience with your franchise?
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3. Underestimating Financial Requirements
Your franchise venture will come with financial obligations. It’s never too soon to start planning how you
will fund your business.
Please do the following to avoid the “deadly curse” of bad financial planning:
Estimate your operational costs
Determine what startup-friendly funding sources you have access to, such as cash, home equity,
conventional bank loans, a Small Business Administration (SBA) loan, or financial partners
Understand what the price the franchisor presents you with covers and what it doesn’t cover
When you can’t get an exact figure, it’s a good idea to overestimate your costs.
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4. Making a Decision Based Only on Profit

Your passion shouldn’t dictate your decision to venture into a given franchise niche. However, you
shouldn't start your journey by looking at an industry’s profitability alone.
You can succeed in any number of industries. So find an industry that’s profitable, that aligns with your
values, and that will attract the kind of employees and customers you like to be around.
Remember, Messi makes millions scoring goals for Barcelona while Tiger Woods scoops millions
playing golf! So go discover the best franchise niche for you and pursue it!
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5. Expecting Too Much from
the Franchisor

A good franchisor is like a coach who supports
his players. But no matter how good the coach
is, the players still need to play to win!
I’ve seen a number of franchisees bungle their
businesses because they expected too much
from their franchisors. A franchisor will help
you get on your feet. After a franchisor starts
you off, it’s your duty to remain on your feet
and run towards your destination.
Yes, you’ll benefit from their recognized brand.
Yes, you’ll benefit from all their systems and
processes. However, it’s still going to be on
you to do the work to bring in customers,
maintain customer satisfaction, and hire and
manage your employees effectively.
The cure to this deadly curse is to manage
your expectations, and be willing to work hard.
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6. Failing to Maximize the Franchisor’s Support

This curse is the exact opposite of the one we just discussed. I’ve seen people who are already
successful in business inadvertently hurt themselves because they didn’t make full use of their
franchisor’s resources and support.
Don’t be afraid to talk to your franchisor about issues you’re facing and to ask for help, especially during
your first year. The franchisor may not be able to solve all your problems. However, they’ve likely seen
these exact same problems come up before. They can likely provide you with moral support, technical
guidance, tools, and other resources to overcome your business’s teething problems.
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7. Ignoring the Franchisor’s
Proven Business Model

When you buy a franchise, you’re expected
to follow the franchisor’s business model.
Let this be an asset to you!
A bit of overconfidence can go a long way
toward hurting your business. Don’t think
that just because you’ve made it to a certain
point, you no longer need to follow the
business system that got you where you
are.
Any good franchise will have already tested
a number of new ideas to make the
business better. The final business
franchise model presented to you is already
optimized, and rarely needs tweaking.
Declaring independence from this system
will often invite costly and avoidable
business problems.
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8. Expecting Complete Autonomy

Owning a franchise business gives you financial freedom. You are free from an employer, and that’s
beautiful. However, this doesn’t mean you're free from following certain standards.
You are expected to maintain many aspects of the business established by the franchisor including:
The franchise mission and goals
Suppliers and vendors
Products and services
Marketing and advertising
Reporting
Insurance
Apparel
Hours of operation
Make sure to adhere to the Brand Standards Manual on various issues unless you want to invalidate
your franchise agreement.
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9. Failing to Understand That Your Franchisor Can Still Succeed
Even If You Fail

When entering a franchise arrangement, never entertain the notion that the franchisor depends on you
for survival. Your franchisor will generally earn a percentage of your gross sales, not your net earnings.
While there is some financial incentive for a franchisor to help you, your failure certainly won’t bring
down your franchisor!
Your success is up to you alone.
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10. Not Hiring an Experienced Franchise Attorney

You can’t escape the law in any lawful business, including franchise businesses!
You need an expert franchise attorney to guide you in this venture. The law requires all franchisors to
provide you with a legal document called a Franchise Disclosure Document (FDD). You have to read
and understand this document before signing an agreement with a franchisor.
This document can be bulky. Usually it’s around 100-200 pages. It can also be complicated. Some
experts say that it can take 20 years of education to understand its full contents.
This is why your attorney is here to help.
A competent attorney will help you:
Detect hidden red flags
Understand territorial protections
See growth potential
Understand the trademark’s strengths and weaknesses
Keep in mind, the FDD is not changeable. After all, the franchisor needs to be consistent with every
business owner. While your attorney can bring things to your attention, don't expect the document to be
up for negotiation.
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11. Spending Money on Attorneys Too Early

You'll need an attorney to review your Franchise Disclosure Documents (FDD) and your franchise
agreement before you sign them. However, if you involve an attorney too soon, you’ll incur unnecessary
legal fees.
Before you meet with an attorney, review the FDD on your own. Prepare a list of questions for your first
meeting with your attorney. It’s ok if parts of the documents don’t make sense right away. Your attorney
will help put legalese into layman’s terms for you.
Keep in mind that the FDD is not changeable, as the franchisor needs to be consistent with their
agreement with every business owner. Your attorney is there to bring things to your attention, but don't
expect that the document is up for negotiation.
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Section 2: Self-Awareness Is Your First
Line of Self-Defense
Let’s now take a look at one of the most important parts of your franchise business’s success – you, the
franchisee! We’ll discuss self-awareness and self-development, which are key for choosing a franchise
that matches your gifts, talents, passions, and interests.

12. You Don’t Assess Yourself
Succeeding in your new business will require
passion, skill, experience, time, and energy. Many
people get into a new business assuming they have
these necessities. If their business doesn’t work out,
they reflect and realize what was missing.
You can avoid this mistake by asking yourself the
following questions today:
What drives me to own a new business –
financial security, passion, or both?
What are my strengths? What are my
weaknesses? Am I willing to take the time to
develop new skills where needed?
Do I have the experience I need to be
successful?
How many hours per week will my role require?
Do I have the time to build this new business?
Do I have additional time and energy in reserve,
in case I run into unexpected challenges that
require my attention?
Take time to reflect before you make a leap into a
new business. It will help you to commit confidently.
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13. You Become Complacent and Stop Learning

When success comes, never become “too successful" to learn.
When you stop learning, you’ll start falling behind.
You can keep learning from:
Books
Videos and podcasts
Seminars and conferences
Franchise mentors and consultants
Fellow franchisees
Successes and failures of others
Study leadership, problem-solving, communication, conflict management, and more.
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14. Not Surrounding Yourself With the Right People
“Self-made” people don’t exist. Being “self-made” is just a myth perpetuated by self-aggrandizing
people.
You need the right people around you to succeed. The right people have all the opportunities,
resources, ideas, and financial resources you need. They will cushion you against your limitations.
Connect with them. Contribute to your community, join networking clubs, work with a franchise
consultant, hire a business coach, keep in contact with your franchise connections as well as other
franchisees, and connect with interesting people on LinkedIn.
Keep growing your network, and make it a regular practice to stay in touch with people each week.
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15. You Don’t Spend Time with
Franchisees in Franchise
Businesses You Plan to Enter
Most of my franchise mentees are tech-savvy.
However, I have noticed a problem that I call the
“just Google it syndrome.” Some people assume
they can get all the information they need merely
by “googling” it.
You have no idea how much misinformation is
available on the Internet. (Or, maybe you do.
Yes, you probably do… anyway…)
While I don’t want to belittle internet research,
it’s worth noting that the information you find on
Google is generally written by people with an
agenda of some kind. Perhaps they want to
promote a certain opportunity, or make
something look better than it is – or the opposite.
Some material is dated. Finally, much of the
most important information you want to know is
not going to be published at all due to legal
agreements. (This could be because of
proprietary information, a confidentiality contract,
an open or closed lawsuit, or any number of
reasons.)
Talking to current franchisees will give you the
most honest, up-to-date, and thorough
information that you need to make the best
decisions for your business. Many franchise
owners are delighted to share their challenges,
successes, and other experiences with new and
potential franchisees.
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16. Failing to Develop Your Leadership Skills
Some new franchisees, especially those transitioning from employment, take the “my own boss” idea to
counterproductive extremes.
Now that you are a boss, so what? What will you do with this opportunity?
It’s important to focus on developing leadership skills, not just management skills. Your leadership
capabilities will empower you to develop your employees and to set your business up for long-term,
generational success.
Your team can either abort or advance your vision. It’s up to you to lead them, and to train a successor.
Remember, success without successors is a successful failure.
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17. Failing to Engage Relevant Stakeholders

Gallup polls show that only one third of US employees are engaged. The good news is that this is one
of the highest scores on record. US companies are working hard to increase employee engagement,
which makes it even more imperative that you do the same in order to succeed.
To engage your employees, follow these steps.
Listen openly, even to things you may not want to hear.
Recognize your staff, perhaps with an employee of the month honor.
Invest in employee training and development.
Help employees develop a “line of sight” so they can see the relationship between their hard work,
the organization’s success, and their success.
Welcome employees to contribute to decision-making where possible.
Find and implement specific ideas from the bestselling book, Bob Nelson’s and Marshall
Goldsmith’s 1,001 Ways to Engage Employees.
In addition to engaging employees, it’s also important to engage community members, customers, and
your franchisor. You can apply many of the same principles you use to engage your employees to
engage these other important stakeholders.
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18. Neglecting Your Health and Your Family
It’s easy for entrepreneurs to allow their health to go on the back burner. That includes their mental and
physical health, their happiness, as well as their commitments to their family. When one goes, they all
start to go.
Without health, we can’t enjoy any other form of wealth. If you’re tempted to go all-in on your business,
even at the expense of your health, then I recommend reframing your ambitions. Put your health first,
and your business second. This will create a healthier relationship between you and your business.
Practice these steps to maintain balance.
Take enough quality time to sleep, rest, unwind, and meditate.
Eat well and on time.
Do some form of cardio exercise, stretching, and strengthening each week.
Honor your spouse’s love language, and spend quality time with your family each day.
Practice saying "no", preparing for the day, and other executive health best practices.
Your family will doubtless benefit from your business. But ultimately, your loved ones care more about
your health and wellbeing, and their ability to have a close relationship with you, than they care about
the financial legacy of your business.
For more information on how to find balance (while still succeeding at your business), I recommend
Michael Hyatt’s book, Free to Focus.

www.learn2franchise.com

19

Section 3: Purpose and Planning
It’s often said that “success only happens when opportunity meets preparation,” and “failing to plan is
planning to fail.” No matter what your favorite quote is, there’s no doubt that planning is a critical part of
your success.

19. Not Knowing or Remembering Your “Why”
Many entrepreneurs fail when they lose sight of their “why.”
A purpose is an alignment of what you’re good at, what you love, what the world needs, and what you’re
paid for. The more you can make all of these align, the stronger purpose you should have.
I recommend writing a mission statement, vision, and values for your business. The writing process will
force you to think about these important aspects of your business. The final written product will also
provide you with guidance and inspiration whenever you feel worn out.
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20. Setting Poor Goals
Goals connect your purpose with your actions, ensure all your actions are proactive, and inspire you to
hit your “big hairy audacious goal.”
I recommend you set daily, weekly, monthly, quarterly, and annual goals.
Set quantifiable SMART goals that are Specific, Measurable, Attainable, Relevant, and TimeBound.
If your goals are too large, break them into smaller ones.
Commit to your goals.
Stay motivated and avoid second-guessing your goals.
Don’t procrastinate. Attack your most important goals on a daily basis so that your mind doesn’t
make your goals seem scarier than they are.
Set an achievable deadline – not too soon, not too far away.
Remember to reward yourself! How will you mark your milestones? A vacation, a gift, a donation, a
special occasion? Write these down, plan for them, and get excited for them.
Good goal-setting starts with making your goals specific. Don’t say you plan to expand your franchise;
say that you plan to open three new locations in the next five years. Don’t say you want to spend more
time with your family; say you want to reduce the time you spend at work from 40 to 30 hours weekly
over the next year.
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21. Not Following Your Primary Aim

Your primary aim enables you to run your life and business in a thoughtful way.
To find your primary aim, ask yourself:
What has made me happiest in life to date?
What do I want in life? What don’t I want?
What do I want my life to look like on a day-to-day basis?
What would I like to spend my time doing 5, 10, and 20 years from now?
If I have everything I want from life, what will make me excited to get out of bed?
Your business plan is a roadmap to help you fulfill your primary aim and live the life you want. It will help
you make decisions like what franchise you would like to own, whether you would like to be an owneroperator or a semi-absentee business owner.
If you must change course, carefully deliberate the pros and cons of a change with trusted stakeholders
before making a decision.
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22. Lacking a Clear Vision and Values for Your Company

Your franchisor can only lead you so far. You need a clear vision and values to get where you’re going.
A clear vision starts with asking the right questions. You need to determine where you’re going, your
operating philosophy, and your short-term priorities and performance goals.
To find where you’re going, ask what the business should look like in 3-5 years. An advantage with
owning a franchise is that the strategies to reach your goals will be clear – and they’re proven to work!
But it’s still up to you to set SMART goals, put in the work levels necessary to implement each strategy
successfully, track your progress, and adjust as necessary.
Achieving your vision isn’t just about operations. It’s also going to require you to be clear about your
values.
These questions will help you establish a value-driven operating philosophy:
How good do I aspire to make the company? Why is this important?
What key employee behaviors will get me to the level of success I want?
How can I identify employees with the dedication to follow the standards I set?
What values do I need to instill in my employees to achieve this level of excellence?
Developing an organizational culture takes some thought and work. To explore this topic in more depth, I
recommend reading SHRM’s “Understanding and Developing Organizational Culture.”
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23. Lacking an Exit Strategy

What is your time frame to sell the business? Is it 3 years, 5 years, 10 years? Knowing when you want
to sell will help you determine what needs to be done within that time to make it the most valuable.
Alternatively, when would you like to leave the business to your family? Knowing when will help you do
the things necessary in that time frame for you to be smoothly replaced by your heirs.
Typically franchise businesses sell at a 2-4x multiple of the seller’s discretionary earnings (SDE).
Despite the opportunity for a lucrative payout, nearly half of US businesses have no exit strategy, and a
recent study by the Exit Planning Institute showed that less than 30% of businesses listed for sale
actually sell. This isn't good for a simple reason: Typically 80+% an owner's assets are tied up in their
business.
It’s never too soon to start thinking about your exit strategy. Is your exit goal financial, or do you want to
pass the business onto a family member? What sale price do you intend to earn? By what date do you
want to close a sale? What sale terms will you consider or accept? Ideally, you’ll want to think these
questions through five years before you actually need to sell.
To help come up with an exit strategy, franchisees usually turn to their attorney, financial advisor,
accountant, or business broker to serve as an exit advisor. If you need a specialist, you can ask me, I
have several. Remember to also consult the franchisor, or FDD, and review any stipulations or fees the
franchisor may require in order for you to sell.
An exit strategy is a written plan to either sell your business or transition to new ownership. Any
franchisee should be aware that a franchisor can have some say in what decisions you make.
Sometimes, for example, a franchisor will require remodeling before they will approve a sale.
While exiting your business may not be top of mind while you’re getting started, you may have greater
clarity and focus in your actions building a business if you consider your exit strategy during your
business’s startup phase.

www.learn2franchise.com

24

25 Deadly CursesThat Doom New Franchises—And Their Cures

24. Assuming That Franchises are Failure-Proof

The myth that a franchise is failure-proof can make you sit back and expect success to come to you.
Please! Any business can fail if you ignore your responsibilities. If you are going to be an owneroperator, you need to be a competent manager and leader. If you’re going to take a semi-absentee role,
then you need to hire a competent manager and periodically evaluate their performance and coach them
to be the best they can be.
Furthermore, not all franchises are created equal. The particular franchise you choose could increase or
decrease your chance of failure. For instance, some franchise chains have a failure rate as high as 80%
to 90% while others have close to a 0% failure rate. Hiring a trusted franchise consultant can help you
choose wisely.
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25. Switching Off and Developing a Hands-off Approach

Some new franchisees fail because they “switch off” after making a few successful strides. I always
recommend you remain in charge and actively involved in the business for it to remain strong.
Even if you have delegated management responsibilities, always meet with your management team
regularly and review monthly reports. It’s best if you can also visit your franchise location, observe
operations, and meet with team members from time to time so that you know what’s happening on the
ground.
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Conclusion

At this point, you must be committed to business ownership. Now, how will you choose the right
business for you? How will you find the right opportunity hat will give you the cash flow and flexibility you
want, and that will bring you fulfillment?
How will you choose the right franchise for you?
Please, don’t just choose a franchise because a friend or relative told you it’s lucrative! What I hope
you’ve taken away from this ebook is an appreciation for the importance of choosing a franchise based
on your capabilities, skills, passion, and experience, as well as local demand and current trends.
You’ll need accurate information, expert industry insights, and sound counsel. And this is where I’d like
to assist you next. At Learn2Franchise, I’ve helped many people choose a franchise that aligns with their
dreams, and I’d like to do the same for you!

Matt Frentheway, Your Franchise Consultant
Book a free 30-minute strategy session to start your journey today.
matt@learn2franchise.com | 801-874-3009
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