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What Are
Your Real Numbers?

What isthereal cost to recruit franchisees?

This question is a great one and one with as many answers esatédranchisors, consultants, brokers
and franchise sales teams combined.

At the end of this article | have put some examples using nurmplessnted during the recent Franchise-
UpdateLeadership and Development Conference in Atlanta (which any franchisoryowwg or mature,
should be attending). It was reported there are over 100 diffeoetals available. | would suggest there
are probably many more when you include sub sites and cross linking techniques.

The best portals are the ones who do or are willing to commit nfongpu in your particular industry
and/or segment to generate “leads” you feel could be potential franctusgesr system.

Additionally, to the second part of the question, there are hundredsmspapers, dozens of magazines
and a few trade show promoters.

The best magazines, newspapers and other media to consider are again thoseawgeiiagepeople you
are looking to attract. In magazines it may be running an adnmonth where the editorial focus may
attract more readers who fit the criteria you are lookingirfaa franchisee. In newspapers it could be
running small ads in a particular city you are looking to expand kdimte your brand in (hint; there is
rarely a need to run more than a 5- 7 line ad in most papers).

One method often overlooked and under used is public relations, whethendaneseé or engaging the
services of a PR firm, specializing in franchising.

To figure out which methods are best for you (and it will méstiyi be a combination of several, if not
all, of the above) you will need to knowur real numbers. Here is a formula to use as a guide.

Take the number of franchisees you are looking to recruit in 2008; dibglgour cost per sale (include
only the “lead” generation portion. If you do not know it, drop me adimek | will help you figure it out);
divided by your recruitment budget for 2008 (again only the portion you aépplgad” generation) and
the answer will be the number of franchisees you can expeetioitrbased on the budget you set up.
These should bgour real numbers.

You will also need to know the cost per “lead” of each “legefieration method you employ in order to
find the most cost effective and result producing methods to continue employing.
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If the number of franchisees you are able to recruit is not thareor at least equal to your goal; you will
need to make some decisions; a higher budget, reduce your goalgimizadhe use of your financial
resources to make sure you are getting the best bang for your monetvhisfeethe best approach.

It is critical to know and usgour real numbers because figures released at the recent Franchise-Update
Leadership and Development Conference in Atlanta will most liketyapply to any one franchisor and
should be looked at only as snap shots.

At the conference the “median” cost per lead (if you do not know svHiaad” is defined as, | would be
happy to help you so you can determine your costs more precisely) were $43 anéithge acost $51.

The median recruitment budget for 2008 presented will be $138,000 and the average will be $175,000.

If you take those figures through the recruitment process you walkl the budget, $138,000 or
$175,000 and divide it by $43 or $51 (median/average cost per “lead”) anesting number would

fall between 3200 and 4000 “leads” generated with those budget numbenslidgpeow you use the

median and average figures and how you define a “lead”.

If your “closing” rate is 1% of generated “leads” you shouldu#c32 - 40 new franchisees. If your
“closing” rate is 2% the number of new franchisees should be 64 - 8theBBiumber is 96 — 120 and so

on. Then divide the number of franchisees recruited into the $138,000 median @0@énemt budget,

you will get a cost per sale range of $4312 for each of the 32 femashiecruited and $1150 for each of

the 120 franchisees recruited. For the $175,000 average recruitmeat thelgost per sale range would

be $5468 for 32 franchisees recruited and $1458 cost per sale for 12hidfeas recruited. This
represents a cost per sale spread of almost $2900 using the $138,00020@8ieecruitment budget and

over $4000 for the $175,000 2008 average recruitment budget. Depending on how you “use” the numbers
you can see the gap can be quite significant. You can clealyh®e vital it is to knowyour real
numbers.

The following examples use the median numbers, meaning half ohifsane would be above those
numbers and half of franchisors would be below those numbers. &lsngges would be very distorting;
and besides when asked who thinks they are average (vs. good or gveatgrfavant to admit to being
average.

Example 1:
$138,000 (median budget for 2008) / $43 (median “lead” cost) = 3209 “lgads’tated with the
budgeted amount.

Example 2:
$138,000 (median budget for 2008) / $5500 (median cost of sale) = 25 (franchisees recruited)

Example 3:
3209 (“leads” generated using median cost per lead) x 1% (“closaeg) = 32 (new franchisees
recruited in 2008).

3209 (“leads” generated using median cost per lead) x 2% (“clositg) = 64 (new franchisees
recruited in 2008).

3209 (“leads” generated using median cost per lead) x 3% (“closateg) = 96 (new franchisees
recruited in 2008).
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Example 4:
$138,000 (budget) divided by 32 (franchisees recruited using 1% “alase’df 3200 leads) =
$4312 (recruiting cost per sale)

$138,000 (budget) divided by 64 (franchisees using 2% “close” rate) = $256itfng cost per
sale)

$138,000 (budget) divided by 96 (franchisees using 3% “close” rate) = $2t38iting cost per
sale)

Which of these examples, if any, best represents the numbers yoor chould use for recruiting
franchisees in 20087 | would suggest again, if the number of franghieeeare looking to recruit in
2008 does not equal or exceed your goals when yging real numbers, you will need to make
decisions to bring your expectations in line with your situation.

Other numbers presented at the conference said 156 franchisors (irsbesey respondents) planned
on adding another 6900 franchisees in 2008 (who will add a total of 11,000 upjying themedian
numbers we have been usiegech of the 156 franchisors will recruit an additional 44 franchise@908
(6900 divided by 156)

Applying the median numbers again, you would come up with; 6900 (new z$85P& (median cost per
sale) = $37,950,000 (yes million, total recruitment costs of the 15ehfsams) and divide that by the 156
(franchisors responding) = $243,270 (recruiting budget per franchisor).iSTHig5% of the median
recruitment budget and $71,000 over the average ($175,000) franchisors aregplanspend on
recruitment in 2008.

The bottom line as it relates to recruiting franchisees in ;20@&y franchisor needs to know what their
goals are, what their “closing” rate % is; the number ofd$aequired based on the “closing” rates to
reach their goals; the cost per “lead” as each franchisor defimez and the amount of money needed (the
budget) to generate those “leads”.

Knowing your real numbers will go along way to putting you on the right path towards achieymg
2008 goals.

If Synergy Franchise Group can be of any assistance or yowahg\viestions, please feel free to contact
us.

We wish you much success in all of your personal and professional endeavors now afatumethe
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