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1. How do you become effective as a franchise broker?  First of all, you must have a very solid understanding of the franchise you are representing.  Read the Offering Circular. How long has the company been in business, how long has it been franchising, and how many units are open?  Pay special attention to the management team - how experienced is it?  Then, is the litigation piece pretty clean? What are the initial investment, the initial franchise fee, and the royalties and other fees?  How many units were opened, closed or transferred (meaning "sold”) in the last three years.
2. Beyond the circular, you want to establish a good working relationship with your franchisor contact person.  Learn from that person the most effective way to introduce the franchise to the prospect.  Take notes, and do not be bashful – have the notes right in front of you when you are describing the franchise to the prospect. Learn what the liquid capital and net worth requirements the franchisor has.
3. Big caution:  do not, repeat, do not make or imply or hint at any kind of sales or earnings claim.  Even if the franchise is one of the 20% that have such information in its Circular, you are wise to avoid it.  Just tell the prospect to gather that information from the franchisees.

4. Even if you have a good understanding of the franchise – you really need a good understanding of the prospect you are dealing with.  What is prompting the person to go into business now?  Is this is a first attempt?  What is the compelling reason for becoming a business owner?  Why is he interested in a franchise? What are the business goals, which can be learned just by asking the prospect, “What do you want the business to do for you?”   But beyond broad goals, what aspects of the future business are important to the prospect?  Is there some industry he/she is attracted to, or some industries to be avoided?  Is the venue – storefront, office, home – important? What are his business experience and business skills?  Is he coachable? Can he learn from the franchisor’s training? How much capital does he have?  Does he want employees? Can he manage them? How does he propose to finance the franchise? What are his income targets? 
5. How do you match the prospect to the franchise?  It all depends on how well you understand who the prospect is, and what he wants - and how well you understand the franchise.  Is there a “fit” there?  If you are legal with more than one franchise, it is a good idea to give the prospect more that one franchise to consider. 
6. An important element of the “fit” is to distinguish between the function of the business and the function of the owner. Many businesses fail, in my opinion, because of confusion about those two elements. So, someone who loves to cook thinks he should own a restaurant. Is that what the restaurant owner must do well? Back in my Midas days, being a mechanic was a disqualifier to be a Midas owner. Why?  What is the function of the Midas owner?  It is not fixing cars, but strong management of a retail auto service business. The technicians fix the cars.  Another example - the function of a very attractive management training franchise is not training – it is sales!

7. Advise the prospect that he must do strong due diligence.  To do this, he must get the Offering Circular.  The Circular is the main resource for due diligence, because it lists all the locations and their telephone numbers, plus other critical information. The franchisees are very forthcoming if approached respectfully. There is no restraint on what a franchisee can tell a prospect.  The franchisees can serve as a check on anything the franchisor can assert about the business system.  Great training and support?  Well, what do the franchisees say?  How many franchisee interviews should the prospect do?  We recommend between fifteen and twenty.  We also recommend trying to reach former franchisees, or those who may be struggling in the business.  Other franchisees can direct the prospect to the latter. Only after the required numbers of franchisees have been interviewed should the prospect visit headquarters for a Discovery Day.  The prospect should let his intuition be his guide to decide if he wants the franchisor staff to be his senior partners in the investment.
8. The typical sources of franchisee financing include SBA loans. Some 52% of all SBA loans go to franchisees. Some prospects may turn to home equity loans.  Others use a system that rolls their IRA and 401K monies into their own C corporation retirement plan, and use those funds to buy stock in the company. 
9. In summary, the prospect must be able to answer the four critical questions about franchise ownership:  What does the successful owner do?  Can I do it or learn how to do it?  Do I want to do it?  If I do it, will I get what I want, that is, achieve my business goals?
10. Franchise business ownership can be an excellent choice for a candidate who fits the requirements of the franchisor, who is looking for the licensing of a solid business system to reduce his business risk and increase his revenue opportunity, and who is willing to master the system and operate within its boundaries.

