[EBOOK]

The Franchise
Territory Design Guide

¥
A

<s> smappen

, ) " N
with contributions from e Franchising 7 Love

NP



10
12

21
23

Table of contents

Introduction

Understanding territories

Why you should define franchise territories
When you should define franchise territories

How you should define franchise territories

Exploring New and Promising Territories

Conclusion & Acknowledgments

<s> sSmappen



AUTHOR

Laurent Leclerc
Co-founder

Kt smappen

Laurent Leclerc is the Co-founder of Smappen, a SaaS platform that helps franchise
networks define, analyze, and optimize their territories. With a passion for maps and
business development, Laurent combines data and strategy to make expansion and
location planning simple and effective for everyone.

CONTRIBUTORS

Alan Wilkinson
) Senior Partner

e Franchising

Alan Wilkinson is Senior Partner at The Franchising Centre. He has spent 30 years in
franchising, and has been a franchisee for 2 brands, a franchisor for 2 brands and a
franchise consultant for almost 20 years. During this time he has developed over 160
brands. Alan is a regular speaker at BFA and franchise industry events, and more recently

QU

has concentrated his efforts on how technology can enhance franchise brands.

Jo White
Director

v

)" N

1% Yove

B4 Pets’

Jo White is the Managing Director of We
Love Pets and founder of the Real Good
Group. With over 15 years’ experience in
pet care and education, she has grown
We Love Pets into the UK’s largest, multi-
award-winning pet care franchise, now
with 120+ franchised territories.

A champion of high animal-welfare
standards and first-class franchisee
support and training, Jo also co-founded
the We Love Pets Foundation to advance
animal education and community impact.

Lt smappen

Steve Felmingham
Managing Director

Access4lofts

Steve Felmingham is the Managing
Director of Access4lLofts, a loft boarding
and storage company with over 100
franchised territories in operation across
the UK. Prior to this, Steve spent many
years as a Franchise Consultant working
with franchised brands in the UK and
overseas, and was a main board director
of an international publishing and
distribution franchise with over 28,000
outlets worldwide.




Introduction

How you set up franchise territories can either make or break your franchise
game. If the territories are too large for the franchisees, your business might miss
out on some serious growth. But if they're not appealing enough, good luck
finding anyone to join the franchise party!

Designing territories is part of the franchisor’'s know-how, and as such, it is at
the heart of your franchise model.

No one-size-fits-all rules here because every business has its own quirks, limits,
and vibes. Still, there are a few basic principles you can roll with to figure out
how to design your territories.

So, here's the guide to discovering your secret sauce that'll spice up your
repeatable success recipe!

&~ Jo White, Director, We Love Pets

“I see franchise territory mapping as absolutely essential to sustainable growth.
It’'s a bit like walking your dog in the park — everyone enjoys themselves more when
they’ve got their own space to run around without bumping into each other’s leads.

From day one, we've always mapped our territories carefully so our franchisees know
exactly where they can grow, build strong local relationships, and make the most of
their patch without internal competition. Just like giving a dog a well-marked route
keeps tails wagging, giving our franchisees clear boundaries helps them thrive, while
allowing us as a franchisor to expand smoothly across the UK.

It’s this structure that protects our brand, maximises returns, and keeps the whole We
Love Pets network happy and healthy.”
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1. Understanding Territories

Before getting to the heart of the matter, here are some definitions and reminders
to be clear about what we are talking about when we talk about territories.

1.1 Franchise territories

A franchise territory refers to a specific geographic area or region within which a
franchisee is granted the exclusive or semi-exclusive right to operate a franchise
business. The purpose of establishing franchise territories is to ensure that franchisees
have a defined market in which to operate and build their business without direct
competition from other franchisees of the same brand within that territory. This can
help protect the interests of both the franchisor and franchisee. The scope, size, and
level of protection within the franchise territory have to be described in the franchise
agreement.

There are mainly two different types of franchise territories:

;|
Q)
Exclusive territories Protected territories
An exclusive territory ensures that the They usually refer to various degrees of
franchisor will not grant new franchises protection. For instance, the agreement
in the area, and is not allowed to sell to may prevent the franchisor setting up
clients in the area, whether via physical other franchises in your neighborhood,
premises or online. but it might allow the franchisor to target

online customers in your area.

1.2 Catchment areas or trade areas

The catchment area, or trade area, determines the addressable area for a franchisee.
This term is mainly used for fixed location businesses. It refers to the area where the
customers are coming from. For instance, the trade area for a restaurant in a suburban
area may be around a 10 minute drive time if that's where above 80% of your
customers are coming from.
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Catchment areas are helpful to understand customer behaviour, and are a good start to
estimate the potential for a new fixed location.
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1.3 Service areas

Service areas are relevant to mobile businesses. It comes down to the area where the
franchisee will be able to service its customers. For instance, a home care service
franchise will choose to provide its service within a 10 driven miles radius from its
locations, to avoid high operating costs realated to travel time and costs.

Service areas are defined by the franchisor, and often correlate with franchise
territories when exclusivity is granted.
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2. Why you should define franchise
territories

Although most of them do, not all franchisors award franchise territories.
But making use of them provides some advantages.

2.1 Secure candidates

Franchise territories help franchisees by providing a degree of exclusivity, market focus, and
local knowledge that can enhance their chances of success and profitability within their
designated areas.

As franchisees typically make a significant financial investment to join a franchise system,
having an exclusive or protected territory provides a level of security. It reduces the risk that
a new franchisee will open in close proximity and undermine the original franchisee's
investment, and is an important factor of their franchise choice.

”a  Steve Felmingham, Managing Director, Access4Lofts

“In so many franchises, the franchisee is primarily purchasing territory rights, so they
need to know that firstly, their territory is comparable in terms of demographics,
otherwise the financial projections will be impossible to justify.

Secondly, and perhaps more importantly than most people realise, showing a potential
franchisee a detailed map of ‘their’ territory makes their investment become ‘real’ as it is
often the first visible manifestation of the asset they are purchasing. It's also reassuring
for them to know that the franchisor has invested time and money in making sure that
the franchisee is being offered a real, credible and workable territory, providing
enormous comfort that can dramatically affect the conversion rates of new franchisee
enquiries.”

2.2 Avoid cannibalization

Cannibalization results from overlapping catchment areas, often due to poorly sized or
neighboring zones or the addition of a new store in an area served by an existing
franchisee. This proximity immediately leads to underperformance in sales for affected
locations.

Defining territories in a way that avoids catchment areas or service areas overlaps ensures
that you won'’t have any cannibalization issues.
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2.3 Ensure optimal coverage

If you're not maximizing your territory coverage, you're leaving money on the table. Coverage
directly impacts your revenue, as it influences your market penetration and your brand

recognition.

Designing franchise territories helps optimizing and maximizing the coverage, and avoid
white spaces that are not covered by your franchise. White spaces can account for up to a
60% loss in potential for a franchisor!

You should aim at avoiding unserved customers, even though you won’t necessarily be able
to ensure a 100% coverage: some territories just don’t have enough potential to justify
investing in a new location.

Alan Wilkinson, Senior Partner, The Franchising Centre

“Too often | see in a network that territories have been granted in a way which purely
mets the needs of a prospective franchisee, without taking into account the surrounding
territory. When dealing with a large town or city, always consider the overall potential.
Can you have 2, 3 or even 10 franchisees in that area, and before granting territory to one
franchisee, map out the wider region. This may then open opportunities for a franchisee to
commit to multiple territories, rather than simply granting them an area which may be too
big, or which removes the potential for other franchise territories in that area.”

2.4 Prevent conflicts

Without clearly defined franchise territories, franchisees' areas of operation are not well-
established and can be a breeding ground for disputes. This can lead to disparities in terms of
potential for success or territory size, ultimately resulting in revenue imbalances and conflicts
between franchisees, and in some cases, between the franchisor and franchisee.
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