Taking Care of Business
Why invoice financing is the best franchise model for growth and profitability
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What’s in a Franchise?
When considering small business opportunities, investing in a franchise business
can be more rewarding - financially, professionally and personally - than creating
a business from scratch or buying a company. Franchise businesses can provide
franchisees with a launching pad to greater financial freedom and professional
success.
Research has shown that at a time when many businesses are struggling, nine
out of ten franchises are profitable (9). That could be because 90 per cent of
franchisors offer initial or ongoing business development training (9) and
franchisees are supported by a tried and tested operational framework.
The franchise business-model has also shown greater annual revenue increases
than other business sectors and encouragingly, franchisees have significantly
high future revenue growth and profit expectations of 28 per cent and 30
per cent respectively over the next three years (8). However, not all franchise
opportunities are created equal.

“While franchisees continue to flock to retail
opportunities, prospective business owners are
realising the potential in the finance industry.’’

In Australia, since the global financial crisis, the retail franchise market has
experienced slower unit and revenue growth than the non-retail market.
Illustrating this, last year the non-retail sector produced 14 per cent revenue
growth, outperforming the franchise sector overall by 4% (8). The majority of
non-retail unit growth in the franchise sector has been underpinned by the use
of the franchising model by companies that service the business to business
(B2B) market (8).
While potential franchisees continue to flock to retail opportunities like food
franchises, prospective business owners are starting to realise the potential in
smaller markets like the finance industry which currently accounts for only 5 per
cent of the Australian franchise sector (9). Innovative B2B services like invoice
financing tick all the right boxes for the franchisee both in terms of growth
potential and profitability.

The Invoice Finance Franchise Opportunity
It is impossible to overstate the importance of cash flow to small businesses.
Cash flow problems have been said to cause 90 per cent of small business
failures (2) as they lead to unpaid employee wages and supplier bills, and can
prevent future investment in business growth. Small businesses rely on prompt
payments from companies they deal with to fulfil obligations they often do not
have reserves to cover.
Pressures on cash flow have been compounded due to an increase in the time
businesses take to pay each other – the majority of invoices are now settled after
30 days with the average B2B payment settled after 50 days (1). According to
statistics it is mainly big businesses that are slow in making payments (1) which
can leave small businesses - which often exist hand-to-mouth - with additional
financial and operational pressures.
Cash flow pressures can cause almost half of small businesses to seek external
finance solutions, and specifically one in four, to fund slow payments (6).
Unfortunately many business owners lack the necessary assets needed to secure
a loan and banks are not always willing to lend to small businesses because
revenue streams can be more volatile and present greater risks for the lender (5).

“Cash flow problems have been said to
cause 90% of small business failures.”

If small businesses do find a bank willing to loan to them, they face higher
fees, can have onerous compliance obligations imposed and have a higher
probability of having their application rejected (5). Many more small business
owners borrow against personal assets, forego wages (4) or run down their cash
position (6) when cash flow problems arise which can lead to further financial
– not to mention personal – problems. However the small business sector is
slowly waking up to alternative sources of finance such as invoice financing (5).
Invoice financing can provide small business owners with the ability to free up
cash flow almost immediately for a small percentage of the payment collected.
As the small business sector accounts for 95 per cent of the two million actively
trading businesses in Australia (4), the potential for invoice financing is vast.
Franchise opportunities like those offered by Fifo Capital can deliver the revenue
and growth potential most franchisees are in search of – while providing the
competitive invoice financing services many small businesses are crying out for.
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