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Franchise executives were slightly 
more optimistic about the 
year ahead mixed with major 

concerns about access to credit, lack-
luster same store sales, government 
regulations, competition, taxes, health 
care, and labor issues such as “card 
check,” according to a new survey.  
The third annual Franchise Business 
Leader Survey, conducted in mid-

November, gauges the views of International Franchise Asso-
ciation members about current economic conditions affecting 
their business and their outlook for the coming year.

As one executive put it, “Things are tough but manage-
able.  We are seeing some improvements on the horizon.”  
Another executive explained, “We are doing all we can, 
but at some point the government has got to come back to 
reality with a more stable tax, regulatory and business envi-
ronment.”   Another executive expressed similar frustration, 
“We’re business owners, not miracle workers.  We can’t grow 
our businesses and create more jobs without access to credit.” 

In this year’s survey, one-half of franchisors say the outlook 
for the U.S. economy will be “better” in 2011, but 47 percent 
say it will be “about the same” and only 3 percent say it will 
be “worse.”  Two years ago, 44 percent of franchisors expected 
the economy to be “worse” in 2009 than in 2008. Franchisees 
surveyed were slightly less optimistic than franchisors about 
the economy for the coming year. More than 40 percent of 
franchisees surveyed say the U.S. economy will be “better” in 
2011, one-half say the economy will be “about the same” and 
7 percent say the economy will be “worse.”

Access to Credit

OUTLOOK FOR U.S. ECONOMY 2011 – FRANCHISORS

RESEARCH IN FRANCHISING

Both franchisors and franchisees say the tight credit 
market has severely limited their ability to expand their 
business.     

Nearly one-third of franchisors report that more than 
one-half of their franchise prospects and current franchisees 
were unable to get financing in the past 12 months.  Only 8 
percent say that their prospects and franchisees have had “no 
problems with financing.”     

Two-thirds of franchisors report that they have seen “no 
improvement in credit access in recent months”.    Forty-two 
percent of franchisors report that lack of credit has “signifi-
cantly impacted ability to expand,” 45 percent say it has 
“moderately impacted ability to expand” and only 12 percent 
say it has had “no impact.”   

CREDIT ACCESS & IMPACT – FRANCHISORS

Thirty percent of franchisees report that lack of credit has 
had a “significant impact on ability to expand business”, and 
25 percent report it has had a “moderate impact”.  Eighteen 

Franchise Executives View Year Ahead With 
Equal Dose of Optimism And Concern
One-half of franchisors say the outlook for the U.S. economy will be better in 2011.

BY JOHN R. REYNOLDS, CFE
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CREDIT IMPACT ON ABILITY TO EXPAND – FRANCHISORS

percent report it had “no impact” and 
that they were able to obtain financing.   
Twenty-seven percent say their business 
did not require any financing. 

Franchisees surveyed were slightly 
more positive than franchisors about access 
to credit in recent months. Forty-two 
percent of franchisees say they have expe-
rienced “no improvement” in access to 
credit in recent months, 28 percent report 
“moderate improvement” and only 1 
percent report “significant improvement.”

Many franchise executives report that 
they are taking direct steps to help both 
current franchisees and prospects meet 
their lending needs.   Many franchisors are 
offering some type of in-house financing–
from financing the franchise fee, to 
financing build-outs, fixtures, displays 
and POS systems, to longer-term payment 
plans and reduced fees.    Some franchisors 
are providing corporate debt guarantees 
and limited loan guarantees to qualified 
candidates.  Many franchisors say they are 
providing assistance to franchise prospects 
with preparing bank credit reports and 
business plans.  

Issues of Greatest Concern

Both franchisors and franchisees 
identified a number of issues of “greatest 
concern” with only slight differences in the 
ranking of importance among the issues.  

Among franchisors the top issues are:
•  Financing/Access to Credit–30 percent
•   Franchise Sales Development–22 percent
•  Competition–19 percent

•  Same Store Sales–16 percent
•  Health Care–13 percent

Among franchisees, the top issues are:

•   Same Store Sales–24 percent
•   Government Regulations–17 percent
•   Competition – 15 percent
•   Financing/Access to Credit–12 percent
•   Taxes–12 percent
•   Health Care–11 percent
•   Labor Issues/Card Check–9 percent

Overall Outlook for 2011

Franchisors report that the overall 
business conditions for their business at 
the present time are improved over one 
year ago.    More than one-half (51 percent) 
report that business conditions are “very 
good” to “somewhat good” compared to 
only 37 percent in 2009 and 39 percent in 
2008.   Just over one-quarter (26 percent) 
of franchisors say that business condi-
tions are “somewhat poor” to “very poor” 
compared to 35 percent in 2009 and 40 
percent in 2008.

Eighty-one percent of franchisors 
expect same store sales to increase in 2011, 
with 22 percent expecting an increase of 
six percent or more. In the 2009 and 2008 
surveys, 73 percent said they expected an 
increase in same store sales for 2010 and 69 
percent said they expected an increase in 
same store sales for 2009. Only 5 percent 
of franchisors say they expect a decrease 
in same store sales in 2011, compared to 

two years ago when 32 percent said they 
expected a decrease in 2009.  

Franchisors’ outlook for unit growth 
has become more conservative in recent 
years due to the lingering impact of the 
recession and tight credit market. Just over 
half (53 percent) of respondents expect 
to increase the number of franchise units 
in 2011, compared to more optimistic 
outlooks in 2009 and 2008.  In 2009, 78 
percent of franchisors said they expected 
to increase the number of units. In 2008,

86 percent said they expected to increase 
the number of units. Only two percent 
of franchisors report that they foresee a 
decrease in the number of units in 2011, 
compared to 6 percent in 2010 and 15 
percent in 2009.  This may indicate that 
franchise systems have seen most of the 
restructuring of their networks in the 
aftermath of the recession.  

Similar to their outlook on employ-
ment, franchisors have become more 
conservative about plans to increase 
employment.  More than half (53 percent) 
say they plan to increase employment in 
2011, compared to 68 percent in 2010 
and 81 percent in 2009.   Nearly half (45 
percent) of franchisors say they expect 
employment to “stay about the same” in 
2011, compared to 27 percent in 2010 
and none in 2009.   Only two percent of 
franchisors say they expect to see employ-
ment decrease in 2011, compared to five 
percent in 2010 and 20 percent in 2009.    
 

CREDIT ACCESS & IMPACT – FRANCHISEES
  
ISSUES OF CONCERN – FRANCHISORS ISSUES OF CONCERN –  FRANCHISEES

27%

18%
25%

Significant Impact

Moderate Impact

No Impact-able to get financing

Not Applicable

30% 19%
11%

12%

12%

15%

17%

24%
9%

13%

16% 22%

30%

Financing/Access to Credit

Franchise Sales/Development

Franchise Units/Same Store Sales

Healthcare

Competition

Same Store Sales

Government Regulations

Competition

Financing/Access to Credit

Taxes

Healthcare

Labor Issues/Card Check

(Continued on page 72)  



72  FRANCHISING WORLD JANUARY 2011 

These survey results may also indicate that 
franchise systems have done most of their 
belt tightening and reductions in employ-
ment due to the recession.  

Forty percent of franchisees expect to 
see improvement in business conditions 
for their business over the next 12 months.  
Thirty-nine percent say conditions will be 
“about average” and 21 percent say they 
expect conditions to be “somewhat poor” 
to “very poor.”

Nearly one-third (32 percent) of fran-
chisees say they expect to increase business 
and add units in the next 12 months.  
Fifty-nine percent say they expect their 
business to “stay about the same” and nine 
percent say they expect their business to 
“decrease moderately to significantly.”

Franchisees are more positive in their 
outlook for increasing same store sales in 
2011.  Nearly three-quarters (74 percent) 
say they expect “moderate to significant” 
increases in same store sales. Seventeen 
percent say they expect same store sales to 
“stay about the same” and 9 percent say 
they expect same store sales to decrease 
“moderately to significantly.”

Franchisees are 
more positive in their 
outlook for increasing 
same store sales in 

2011. 

Franchisees are also more positive 
in their outlook on employment for 
2011. Forty-five percent say they expect 
to increase employment “moderately to 
significantly.” Forty-five percent also say 
they expect employment to remain “about 
the same” and 9 percent say they expect 
to decrease employment “moderately to 
significantly.”  

John R. Reynolds, CFE, is the president of 
the IFA Educational Foundation.  He can 
be reached at 202-662-0764 or jreynolds@
franchise.org.

This is the third year IFA has conducted a survey of fran-
chise executives.  This year, several changes were made 
in the survey methods. Two surveys were distributed with 
slightly different questions for franchisors and franchi-
sees and the survey results were tabulated separately. A 
separate section about credit access and impact was also 
added to the survey.

The surveys were distributed via e-mail to members in 
mid-November 2010, with two follow-up survey requests 
to those who did not respond to earlier requests. The sur-
vey was distributed to 1,432 franchisor members and 131 
members responded for a response rate of 9.1 percent. 
The survey was distributed to two groups of franchisee 
members–156 subscriber members and 4,361 system-
wide members. Eighteen subscriber members responded 
to the survey for a response rate of 11.5 percent and 124 
system-wide members responded to the survey for a 
response rate of 2.8 percent.

How Online Training Can
Impact Your Franchise System:
• Enhance Efficiencies
• Meet Regulatory and/or
    Compliance Related Training

• Reduce Overall Training Costs.
• Improve Productivity
• Increase Consistency

Efficient. Effective. eLearning.

Schedule a test drive today and learn 
more from the leading provider of online 
training systems in the franchise industry. 
Call 704-644-8136 or visit:

www.Tortal4Franchising.com

Survey Structure
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