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Franchising

Buying a franchise is an investment in your future, but as with any major decision, you should thoroughly
research the industry, the model and the pros and cons of owning a franchise.
In this day and age of volatility and uncertainty, more and more South Africans are looking to invest their
time, money and efforts in a tried-and-tested business model that works.
According to the Franchise Association of South Africa, the franchising sector’s turnover has reached
R300-billion, and it contributes significantly to the country’s gross domestic product (GDP). The sector’s good
performance is reflected in the industry’s 627 different franchising systems.
South Africa has more than 31 000 franchising outlets, which service 17 business sectors, including fast food
and retail. Franchising contributes nearly 10% to the country’s GDP, and employs more than 323 500 people
throughout the country.

FRANCHISING FOCUS

VISIT OUR WEBSITE

• Advantages and disadvantages of
owning a franchise

Sunday Times Franchising will be available on the
Business Media Mags website for 12 months

www.businessmediamags.co.za

• How to choose the best franchise
• The keys to franchise success

John Baladakis, former chairman of the Franchise Association of South Africa, says: “Franchising

• What questions should I ask before
buying a franchise?

ADVERTISING CONTACT

• Legal issues in franchising

ROMAN ROSS

is a much lower risk investment with only a 10% failure rate, as opposed to up to 90% in
independent businesses.” In Sunday Times Franchising, we will be taking a closer look at the franchising

Sales Project Manager
Tel: +27(0) 21 469 2498
Cell: +27(0)73 253 9440
Email: romanr@picasso.co.za

• Financing for franchising

industry in South Africa, examining two important sides: the franchiser and the franchisee.
This publication will be filled with insights from industry leaders, company profiles, testimonials and case
studies. You have the opportunity to get involved: contribute to the conversation and profile your franchise or
franchise solution to 43 000 Sunday Times subscribers and 7 000 attendees to the Buy-a-Business Expo.

• How to franchise your business and
so much more
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FORWARD?
y offering other entrepreneurs
the opportunity to manage their
own businesses with your support
and training, you not only give
individuals a leg up, but also
present them with the chance to provide others
with employment. With an unemployment rate
of 27.7 per cent and a desperate requirement
for skills development and training, there’s a
pressing need for the increased application of the
franchising model in South Africa.
In this second edition of Sunday Times
Franchising, entrepreneurs Itumeleng
Mpatlanyana, Yusuf Essa and others show us
how it’s done. They’ve developed uniquely
South African business models that are
being successfully replicated and providing
opportunity and employment for others. But
what if, unlike Mpatlanyana and Essa, you
didn’t create your business with the intention of
franchising it? How do you know if your business
is suited and ready to franchise?
For any business to be franchised, it must be
distinctive, successful and replicable. Importantly
too, it and its systems need to be successfully
replicable without your personal touch. Taking
the step to franchise your business requires
research and careful preparation.
The model must be sustainable by
both franchisor and franchisee.
The franchisor needs to have
meticulously tested all the
systems involved. Experts
recommend franchisors
establish a pilot franchise unit
from scratch and operate it
as independently as possible
from the principal business
for a reasonable period
of time. This allows all
elements of the franchise
package to be thoroughly
tested before it’s handed on
to anyone else.
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How the investment process works

partners and treat and support them accordingly.

• Franchises with a site and a screened franchisee will be issued
by the franchisor to be financed by crowd funding via our partner
(Franchising Plus). It could also be directly from the franchisor or
via a bank; as a referral if the franchisee doesn’t qualify for a loan.
• The issued franchise will be listed on the online crowd-funding
platform on www.groupfranchising.com under ‘franchises to
open soon’.
• Those who are interested in being part of the crowd funding will
have an opportunity to specify the amount they would like to invest
in a particular franchise and deposit money into an investment
bank account linked to a specific franchise outlet.
• Once the total amount for opening a franchise has been reached,
a legal entity or private company for operating the franchise will
be registered. Every crowd-funder will then own shares according
to the amount invested, and the operating registered private
company will have the franchisee and the crowd as shareholders.
• A bank account for the operating registered private company will
be opened.
• Funds from the investment account will be transferred to the
operating bank account, for the process of launching the
franchise outlet.
• The performance of the franchise will be reported to the
shareholders/crowd periodically by GGF to keep them informed on
how their investment is performing.
• At the end of the financial year, profits will be shared
accordingly. The franchisee will, in addition to sharing profits,
receive a salary as the operator. Dividend tax will apply to
dividends declared to shareholders.
• If any of the crowd funders decide to sell their shares, preference
will be given to the franchisee. A second preference will be given
to the other members of the crowd, before it will be opened to the
general public. The banking partner will assist with loans where
necessary upon meeting bank target market criteria. Shares will
be valued every three months so that shareholders can know what
their shares are worth and transactions can be facilitated easily.

For any business to
be franchised, it must
be distinctive, successful
and replicable. Importantly
too, it and its systems
need to be successfully
replicable without your
personal touch.
Becoming a franchisor means being engaged
in different activities than before. You need
to be comfortable in the role of salesperson
and trainer as you sell to and support
franchisees. You also have to accept that,
not matter how tightly written your
franchise manual is, franchisees won’t
conduct business exactly the way you
would – even if they do it well.
Indeed, franchising is an excellent
way of accelerating the growth of
your business and enabling others
to benefit from the growth. If
you’re up to it, go forth, pay
it forward and enjoy the
rewards. Viva franchising.

With some 700 agents spread across seven provinces, Sotheby’s
International Realty South Africa is the single biggest SIR operation
outside the United States. Franchises in South Africa are independently
owned and operated. “At heart, though, we’re a family business.
While the Geﬀens own the national master franchise, everyone
who represents Sotheby’s International Realty in South Africa is our
extended family. To continuously recognise that personal connection
ensures you attract and retain top talent. It is a sound premise for
building a resilient business, whatever the model,” says Geﬀen.
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“Of course, the global strength of Sotheby’s International Realty
doesn’t hurt either. With some 21 000 brokers operating from
900 oﬃces around the world, there’s no question that we oﬀer
unparalleled reach. Our clients are therefore the best. As a brand we
oﬀer prospective franchises a pool of buyers that are most sought
after by ﬁnancial institutions, because we consistently maintain the
highest unit sales rates in the country and our price average is double
the national median.”

FUNDING
Insights from
the insiders

Geﬀen is excited for the future of the brand and its franchise
expansion across South Africa, “My father launched Lew Geﬀen Estates
as a premium property brand 35 years ago, and 18 years later that
market value was recognised by Sotheby’s International Realty when
it granted one of only two SIR national master franchise licences ever
held worldwide. I intend to honour this substantial legacy by taking
the business to the next level through innovation, client experience
and exposure.

BOTTOM
LINE
Let’s talk about
the money

“We ﬁnd ourselves in an era that will see technological leadership
innovation provide even better tools for the immensely talented
individuals who work within Sotheby’s International Realty, both from
an operational and training point of view. We are also focused on
developing tools to provide ease of use and instant responsiveness
to our clients, focusing on the provision of a luxury experience with
every touch-point of our brand.

Providing employment
and building the economy

PERFECT
MATCH
How do you know which

franchise is right for you?

ONE FRANCHISE
AT A TIME

FOR MORE INFORMATION
Gavin Kelsey | Chief Operations Officer
366 Jan Smuts Ave, Craighall
Office: +27 11 438 7300
Cell: 083 302 2837
Email: gavin.kelsey@sothebysrealty.co.za
Web: www.sothebysrealty.co.za
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“I am conﬁdent that we will deliver innovative, client-centric and
ultimately proﬁtable concepts that will revolutionise systems and
operational methodology within the business; and at the same time
lead digital strategy in the real estate industry in South Africa as a
whole. This industry leadership will rapidly expand our franchise
network going forward, because Sotheby’s International Realty is
unquestionably South Africa’s most desirable property brand.”
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What does it mean to be part of the
funding crowd?
• It provides an opportunity to participate in an inclusive
ownership/potentially high-return investment model.
• The ongoing opportunity to buy shares and invest into
different franchise outlets is available on an ongoing basis.
• Being on the receiving end of successful investment
opportunities, regular capital growth and proﬁt sharing.
• Provided with the ﬁrst option to buy out other
shareholders when they sell their shares if the operator
does not buy ﬁrst.

For more information
please visit our website
and contact us by phone or email.
Website: www.groupfranchising.com
Tel: 079 452 5396
Email: gabriel@groupfranchising.com

7

A franchise business model thrives or perishes
according to how successfully it is managed in line
with the key elements of maintaining powerful
business systems, sustaining a commanding brand
presence, constantly innovating, attracting top talent
and delivering ongoing, cutting-edge training.

While Geﬀen’s industry pedigree is not quite as long-standing as the
Sotheby’s brand that was established in 1744, taking the helm of
this luxury South African real estate operation makes her the third
generation of family property industry powerhouses whose signiﬁcant
inﬂuence has spanned more than 60 years.

The franchisor will enjoy the following beneﬁts:
• The franchisor will have trusted franchisees to be owneroperators and they will be the sole operators of their
franchised outlets.
• Capital requirements won’t be an issue for the franchisee
as they are recommended/selected by the franchisor and
funded by the crowd.
• Explore other ﬁnancing options to expand the business
by offering the public the opportunity to invest in the
franchising industry.
• Achieve transformation in franchise ownership.

Editor

KEY to franchise
SUCCESS
Dynamic marketing trendsetter Yael Geﬀen, has recently stepped up
as Chief Executive Oﬃcer of South Africa’s premium property brand,
Sotheby’s International Realty (SIR).

Benefits to Franchisors

Penny Haw
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The

Experienced franchisors with a successful track
record are invited to offer a minimum of two
franchises to be funded through this inclusive
growth strategy. Franchising Plus, as experienced
franchise consultants, will endeavour to assist
GGF by evaluating franchises on offer to ensure
that credible and legitimate opportunities are
included on the platform. Franchisees/Operators
who would be suitable to be part of this strategy
are potential franchisees who have strong retail/
franchise/hospitality experience and have worked
with the franchisor’s brand, but do not have/qualify
for the initial capital required. These potential
franchisees include managers who have worked
with a franchisor’s brand (or a similar brand) and are
supported by the franchisor.

Presently, funding franchises requires the approved franchisee to put at least 40 to 50 percent of the total amount (depending on the bank they are
dealing with) on the table. The shortfall could then be financed by a banking institution through a loan and the franchisee is also obligated to qualify for
the credit required.
Global Group Franchising (GGF) offers a finance facility to the start-up franchisee without changing the industry’s operating model between the
franchisor and the franchisee. Funds are received from a crowd (group of people) consisting of ordinary people including stokvels, communities and
informal groups, instead of getting it as a loan from a bank. This facility makes it possible to finance franchisees who are trusted and earmarked for
success by franchisors, and who have less than the required 40 percent and/or do not qualify for credit from the bank.
The crowd (i.e. the group of people willing to fund the venture) will own shares in the franchise outlet and share profits according to how much they have
contributed towards the funding of the franchise outlet. When they sell their shares, they will also receive capital gains if the value of the business has
increased. GGF uses an online crowd-funding platform, www.groupfranchising.com to connect franchisors and franchisees as well as the ‘crowd’. The
web platform is optimised for raising funds for franchisees and is incredibly easy to use – it is aimed at enabling anyone to invest in a franchise outlet.

Another important consideration about franchising
your business is how it changes your role as
a business operator. Setting yourself up as a
professional franchisor not only requires effort and
investment upfront (to create a viable franchise
package), it also requires a willingness on your part
to accept franchisees as de facto long-term business

FR ANCHISING
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Take part in the challenge for franchisors

The Global Group Franchising (Pty) Ltd offers a new way of funding franchises,
using an innovative crowd-funding method

If you are among the lucky ones who have the skills, drive and
means to be an entrepreneur, franchising can be an excellent
way of achieving personal success and paying it forward.
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CROWDFUNDING
FOR FRANCHISES

Are you ready to pay it

REAL (ESTATE)
OPPORTUNITIES

SA FRANCHISES
TRAVEL WELL

Homing in on property

HOMEGROWN
Kasi-style chicken franchise
a hit in townships

Itumeleng
Mpatlanyana
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