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Shared experience

We are very happy to present the first outcome of
a partnership between the Brazilian Franchising
Association (ABF) and Deloitte: the study “Business
connections – Franchisors’ perspectives, prospects
and practices” that focuses on the main issues and
challenges faced by the sector.
Franchising is an extremely relevant and organized
sector of our economy. Franchisors and franchisees
work together to bring the consumer products and
services of recognized national and international
quality. For that end, they deal with sophisticated
practices of market analysis processes, people and
brand management.

The last few years have been challenging for the entire
economy, and it was no different for the franchising
sector. However, the segment confirmed its growing
strength well above the average of the domestic
economy. This study describes some of the practices
that made this possible, as well as the prospects of
franchisors for the next years.
Our goal with this study is to support the players
involved in this representative and powerful segment
with insights and trends that will make a difference in
the companies decision making process.

Cristina Franco
President of the Brazilian Franchising Association

“Franchisors and franchisees work together to bring the consumer
products and services of recognized national and international quality.
For that end, they deal with sophisticated practices of market analysis
and processes, people and brand management.”

The profile and challenges
of a dynamic sector
Dealing with an increasingly connected and
demanding consumer is a challenge for all those
involved in the retail or service sectors.
This study prepared by Deloitte in partnership with
the ABF shows the maturity of the franchise sector
in Brazil and breaks some important paradigms on
critical themes of the segment, such as expansion,
innovation, governance and risk management.

The franchise is a diversified segment that involves
companies of the most different sizes, segments and
management profiles. Understanding this universe
provides us important insights on how franchises are
preparing to meet the challenges of the economic
environment and the demands of consumers today
and in the future.
We invite all those interested in the franchise sector
to take an in-depth look at our analysis. We hope
that this study becomes another important source
of reference for an already established market with
potential to develop even more in Brazil.

Reynaldo Awad Saad
Deloitte Lead Partner for Retail and
Consumer Goods industry

“This study prepared by Deloitte in partnership with the ABF shows the
maturity of the franchise sector in Brazil and breaks some important
paradigms on critical themes of the segment, such as expansion,
innovation, governance and risk management.”
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Representativeness
and maturity of
franchising in Brazil
8

F

ranchising in Brazil is a R$ 115.6 billion
market that has recorded for nearly a decade
double‑digit annual growth. This is a sector
made up of more than 2,700 networks – the third
largest on the planet, behind only China and South
Korea – that generates more than 1 million direct jobs.
The current economic scenario is challenging in
Brazil: GDP is hardly growing, while interest rates and
inflation continue at high levels. Family consumption
has declined and industrial production is trying to
recover from a difficult first half.
The enterprising capacity of the franchise sector,
however, has allowed the segment to undergo this
period with better performance than that of the
general economy, especially in some sectors.
The Food sector is the largest in number of franchising
networks, with 24% share in number of brands.
This segment saw a 25% increase in franchise units,
accompanying an increase in the average income and
eating out budget.

The franchise segment that recorded the highest
growth in income was Sports, health, beauty and
leisure. In 2013, the sector billed R$ 22.14 billion,
compared to R$ 17.87 billion in 2012; a 23.9%
increase.
Driven by the change with the new law that
regulates hiring of domestic employees, Cleaning
and conservation sector had the highest proportional
increase in the number of franchise networks. The
segment grew 18.7% from 2012 to 2013, jumping
from 75 to 89 brands.
With respect to franchise units, the Vehicle segment
grew most during the period, recording a 27.3%
increase in its network. In this segment alone, 1,428
new stores were opened, reaching 6,652 franchises in
2013.
The representativeness of the franchising sector in
the country is significant. However, there are still
challenges for the sector to grow and further develop.
The adoption of measures for training and retention
of personnel and the development of differentiated
services and products for expansion in different
markets and regions are some of the most important
trends for the sector in the next years.

The enterprising capacity of the franchise sector, however,
has allowed the segment to undergo this period
with better performance than that of the general economy,
especially in some sectors.
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The franchise is a heterogeneous sector in which
large networks exist alongside smaller companies.
In this scenario, different levels of management
maturity are found between the organizations
that make up the sector. Being in charge of a
franchise involves the ability to deal not only with a
precise schedule of store openings and operational
aspects, but mainly with promotion of strategy and
integration that supports processes throughout
the entire network. The franchisor must become a
true model in terms of management practices for
the franchisee, in order to promote the compliance
necessary for the success of the network as a whole.

The franchise sector is based on attracting
entrepreneurs and replicating a successful business
model. In this respect, establishing governance and
risk management practices is an important pillar in
the management and networks expansion process.
These are aspects directly related to the search for
efficiency, which directed the efforts of the most
diverse sectors of the economy in years of low
consumption and higher operational costs. In the
case of franchises, efficiency and productivity mean
aligned processes, good service and, above all, a
strategic vision so that the products and services
offerings follow trends in demand.

Brazilian franchising income (in billions of R$)
115.6
103.3
88.9
76.0
63.1
55.0

29.0

31.6

35.8

39.8

46.0

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Source: Brazilian Franchising Association (ABF)

Being in charge of a franchise involves the ability to deal not only
with a precise schedule of store openings and operational aspects,
but mainly with promotion of strategy and integration that supports
processes throughout the entire network.
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Comparison between the Brazilian GDP and the GDP growth of Brazilian franchising (in %)
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Source: Brazilian Franchising Association (ABF) and the Brazilian Institute of Geography and Statistics (IBGE)

Distribution of franchising income by
operating segments in 2013 (in %)

1
3 2

Location of franchising company headquarters
by region in 2013

22

5
6

0.8%

6

21

7.8%

7
8
19

Business, services and other retail
Food
Sports, health, beauty and leisure
Clothing
Education and training
Personal accessories and footwear
Hotel and tourism
Home and construction
Vehicles
Communication, computers and electronics
Cleaning and conservation
Source: Brazilian Franchising Association (ABF)

4%

70.5%

17%

Source: Brazilian Franchising Association (ABF)
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Study methodology
and respondents
profile
12
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he survey “Business connections – Franchisors’
perspectives, prospects and practices” was
prepared during the months of August
and September 2014 with the participation of
97 franchisors. Among those responding to
the questionnaire, 85% were executives of the
participating companies.
The operating sectors with the highest participation
were food, with more than 30% of respondents,
followed by sports, health, beauty and leisure.
According to general data on the franchise segment,
these are the two segments with the highest number
of franchise networks in Brazil and, together with
business, services and other retail, are among
the three sectors with the highest income in the
franchising market.

Operating sectors
(% of the sample*)

Profile of respondents
(% of the sample)
25

15

4

3

2

31

5
5
6
23

8
37

President / Vice President / CFO
Directors / Supervisors
Managers
Supervisors / Coordinators / Analysts

Half of the participating franchisors have up to 40
employees between headquarters and companyowned point of sales units. A little more than 10%
have more than 500 employees. This data reflects
the lean family structure of most of the franchising
companies.

19
8

8

Food
Sports, health, beauty and leisure
Business, services and other retail**
Home and construction
Education and training
Personal accessories and footwear
Hotel and tourism
Cleaning and conservation
Clothing
Communication, computers and electronics
Vehicles
* Does not total 100 due to rounding
** Photography, book stores, printers, signaling
and convenience stores

Total franchisee employees (% of the sample)
34
Headquarters
and companyowned units

> 75% belong to the food,
and sports, health, beauty and
leisure segments

22

Belong to the
clothing, and business,
services and other
retail segments

17

16

4

5
2

1 to 30

31 to 50

51 to 100

101 to 500

501 to 1,000

1,001 to 3,000

Above 3,000

Number of employees
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Stores
distribution
14

T

he choice of a business location should consider
factors such as concentration and flow of people
and, in particular, the consumption profile and
potential of this public.
Shopping centers are well established places with
captive consumers, especially for franchises in the
clothing and personal accessories, and footwear

Distribution of stores (% of respondents)
Total sample

Food
21

8

3

1
39

7
1
52

Sports, health, beauty and leisure

Business, services and other retail
12

13

8

67

14

61

1

12

12

Home and construction

When the distribution of franchise chain units is
analyzed, street stores are the majority among the
chains participating in the survey. Shopping centers
are in second place, particularly for stores in the food
segment.
A location that has been increasingly targeted by
franchises is that of business centers. This trend aims
at offering convenience services and products for a
captive market that, especially in large cities, prefers a
solution close to the workplace.

55

31

segments. However, mainly for service and food
networks, the expansion strategy for franchise
networks can and should explore other city sites.
Busy streets that have other urban facilities and other
public and private services are strong candidates to
receive new franchise units. To even further qualify the
choice, it is necessary to analyze the profile of those
who frequent the place – in terms of age, gender and
income – to see if they are whom the network intends
to reach.

Education and training

11

Services such as food, beauty salon and dry cleaners
can be offered in these locations – especially
franchises in the education and training segment that
has a fourth of its units in business centers. Business
buildings have become an option for franchisors,
since they offer lower occupation costs than shopping
centers. These locations may even become a driving
environment for franchisors to create new products
and services focused on companies and not just end
consumers. Although they are locations with a large
flow of people, universities and hospitals are among
the areas least explored by franchisors, but they may
offer partnership opportunities in the future.

14
21

78

61
25

Street

Shopping Center

Universities

Business centers

Hospitals

Others
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Management
and governance
16

T

In analyzing the actions put into practice by the
organizations participating in the survey, consolidation
of business plans and establishment of processes and
systems stood out. These aspects are at the core of
a sector comprised of companies seeking to grow by
means of a network of coherent and standardized
service.

he lean family structure of many franchising
companies has an impact on their corporate
governance practices. Although the majority of
them (69%) recognize good corporate governance
structure as a priority, 26% feel a lack of satisfactory
practices in their companies.
Governance practices have an important impact on
value creation for companies. When dealing with
franchises, which manage brands and processes,
corporate governance is essential to support company
image and reputation management, as well as its
expansion activities. In general, larger companies have
more structured corporate governance programs.
However, governance can also provide benefits to
companies that are expanding or preparing to receive
funding and investments. This is because governance,
while supporting risk management and control of
processes when adding new franchisees or entering
new markets, provides the market an image of more
transparent and professional management.

Some companies in the franchise sector are formed by
small entrepreneurs who become small franchisors. It
is extremely important for these organizations to be
ready to detect the moment when it will be necessary
to invest in a more sound management and control
structure. Improvement of governance structure
should accompany the expansion of the organization
so that this growth occurs in a sustainable manner.

Corporate governance (% of respondents for each item)
Corporate governance is essential for good operation of the
company and performance of its professionals

78

A good corporate governance structure is a
priority for my company

1

69

8

56

The current practices of my organization are satisfactory
There is specific corporate governance or similar committee to
consider this subject

36

23

26
25

0

21

18
39

60

Agree

Disagree

Unsure
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When the measures that companies intend to
adopt in the medium term are examined, there is
a perception that they are already recognizing the
need to retain talent and deal with the performance
of their professionals more carefully. Management of
employee performance is a measure that more than
half of the companies intend to adopt in the next few
years, while a bonus plan and special compensation
are on the radar of 40% of the responding franchisors.

Risk management also appears as an important
practice to be adopted in the next years. This is an
indicator that, even within the plan to standardize the
tried and true processes that characterize a franchise,
there is a major concern with the aspects of risk and
governance involved in management.

Among the items below, which exist in your organization and which do you intend to adopt in the next years? (% of respondents for each item)
Processes and systems

85

Business plan

85

Corporate and organizational structure

80

19

1

Supervision and control

80

19

1

Performance management

68

Communication and information plan

68

9

Employee bonus plan /
special compensation

35

Risk management policy

18
0

Exists in my organization

2
4

34

2

40

38

Logistical performance

6

28

52

Management of employee performance

2

30

64

Structured strategic plan

18

13

8

55
33

7
32

67

15
60

I intend to adopt in the next two years

I do not intend to adopt

When analyzing the outsourced services franchising
companies most rely on, the support areas requiring
strong technical knowledge, such as legal counseling,
execution of architectural designs and accounting
services, stand out.

Support for functions related to products and services
(more than half of respondents) and for obtaining
financing (48%) are the strategic areas that most rely
on outsourced services.
A significant number of the responding organizations
handle the strategic functions of field consulting
(87%), development of marketing plans and feasibility
studies (69%) internally.

Among the items below, indicate which services are outsourced
(% of respondents for each item)
Field consulting

87

7

77

Personnel training
Marketing plan / feasibility study

3

69

Auditing

47

Management of social media

47

Logistics and distribution

33

Advertising and publicity

33

0

Our own

29
52

Mixed

21
38

68

Outsourced

17

46

20

Legal services

20

48

22

Architectural designs

14

33

27

Accounting services

14

39

31

Additional products or services

20

17

35

Support in obtaining financing

6

17
5

71

7

73

7
60

Business connections – Franchisors’ perspectives, prospects and practices 19

Personnel training is another function that stands out
as one of those that is currently under companies´
internal control, mainly due to the continued need for
training of talent working in the stores.

On the other hand, among the providers with which
franchisors most intend to work with in the next
years are geomarketing (40%) and strategic market
planning (37%) consultants – showing a trend
that organizations may count more on specialized
consultants to support their growth strategies.

Among service providers, indicate which you work with and which you intend to work with
(% of respondents for each item)
Law and brand and patent firms

81
80

Accounting firms
Architecture, design and
visual communication firms

4

72

Marketing consultants

Franchising consultants
45

Training manager or training
and qualification support

44

Business manager or sales support

38

Financial consultants

38

Real estate brokers,
shopping center managers

38
40

19

0

Already work with

27

34

27
25
40
45

21
51

21

21

Engineering consultants

33

22

28

Franchisee training

18

37

34

Construction, engineering
and store set-up firms

28

19

39

Strategic planning consultants

27

28

40

Human resources consultants (personnel
recruiting and franchisee relations)

26

28

42

Quality and productivity consultants

21

19

43

Geomarketing and market research services

15

17

55

Auditing

15

15

62

26

53
12

Intend to work with

8
16

13

70

Network expansion

20

11

69

Do not intend
60to work with

People and
talent retention
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E

mployee turnover is a critical factor for
franchisors and one that tends to discourage
companies from investing in training and
qualification of manpower. According to data from
the General Register of Employed and Unemployed
Individuals (Caged), while average employee
turnover for companies in Brazil is 1.8% per year, the
franchising sector has an unequivocal 17% rate.
The profile of professionals working on the consumer
service front line is that of young people often in their
first job who easily change companies until they find
a long-term vision for their professional careers. This
scenario of scarce manpower places motivation and
engagement as preponderant issues for human capital
management in franchises.
Franchised units are more susceptible to losing
employees than company-owned units. More than
70% of companies said that employee turnover in

their franchised units had increased in the last year.
On the other hand, 60% of respondents said that they
had seen turnover decline in their company-owned
units compared to 2013.
Engaging the new generation requires practices that
value the professional and align values between the
individual and the brand they work for. The study
shows that the practices most applied by franchisors
to retain talent are pragmatic: Awards for goals
achieved, salary increases and change of department
and operating area. It is necessary, however, to go
further. For these young people, there are aspects as
even more important than financial issue. Training,
formation of leaders who know how to deal with
the expectations of this new generation and creation
of an attractive identity for the brand (aligned with
values such as quality of life, style and sustainability)
are some aspects that can contribute to retention
of young people. As a consequence, more than just
employees, they can become true ambassadors of the
brand.

Your business´ turnover, in comparison to 2013 (% of respondents)

57

43

Declined

52

48

Has been
stable

29

71

Increased

Company-owned units
Franchised units

Engaging the new generation requires practices that value
the professional and align values between the individual and
the brand they work for.
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Best practices of emerging companies
The study “As PMEs que mais crescem no Brasil – As práticas
das empresas emergentes em saúde e bem-estar” (“SMCs
that grow most in Brazil – The practices of emerging
companies in health and well-being”), prepared by Deloitte
in August 2014 indicates that the offer of benefits is a
significant factor for attracting and retaining professionals,
including for small and medium size organizations – those
with net income between R$ 3 million and R$ 350 million.

Measures to support continuing education, in turn, promote
the development of professionals and, consequently, their
performance in the company.
The positive impact of these measures can expand and
value the organization in the market and with its publics
of interest, making the company more attractive both to
customers and for capturing investments.

Inspired by the best practices of large companies, SMCs
already consider benefits and actions in favor of the
health and quality of life of their employees a competitive
advantage in the strategic management of talent, which will
make the difference in their growth.

Benefits offered by companies in the “SMCs that grow most in Brazil” ranking
(% of respondents)
Health plan

95

Food assistance
Access the study
“As PMEs que mais crescem
no Brasil – As práticas das
empresas emergentes em
saúde e bem-estar”
in its entirety at
www.deloitte.com.br.

92

Life insurance

89

Education assistance
(language and college courses)

77
70

Psychological support

0

60
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For 42% of the franchisors participating in the study,
expansion of benefits offer is something they intend
to invest in over the coming years, indicating this as a
strong trend for the medium term.
Among the measures least adopted are employee
stock options, largely because few franchising
companies are found in the stock market. An increase
in salary to match other offers is also not a common
practice of companies in the sector, due to the sector´s
high turnover.

More than a third of the companies that invested
in talent retention saw no significant impact on the
total cost of their company-owned units. Another
20% emphasized that the growth in total costs was
as much as 10% in relation to their company-owned
units. This result breaks the paradigm that investing in
talent retention is costly for organizations. Quite the
opposite: one must consider that retaining manpower
means lower training costs and more efficiency in the
offer of products and services, contributing to a better
customer experience. In addition, retention allows
creation of a more rooted culture in the professionals
that will contribute in the future to a more solid
expansion of the network.

What are the main actions your company has been taking or plans to take to retain talent?
(% of respondents for each item)
Awards for goals achieved

64

Salary increases

69

Change of department or operating area

43

Expansion of benefits offered
Salary increases to match other offers

16
0

Over the last two years

What was the impact or talent retention practices on the total cost of
your company-owned units over the last 12 months? (% of respondents)
35

There was no significant impact
Costs increased by as much as 10%
Costs increased between 10% and 20%
Costs increased between 20% and 30%
Costs increased more than 30%
Not applicable

4
8

14

24

20

32
25

42

22

Offer of stock options

18

34

36
20

22
58

27

In the next two years

8

33
25

41

Career plans tied to performance

19

28

57
60

Neither done or planned

The global challenge of retention
A global survey of trends in human capital conducted by Deloitte with more than 2,500
companies in more than 90 countries identified retention as a critical aspect of talent
management. The study offers some suggestions that companies can adopt in relation to
this challenge.
Continually evaluate retention: Monitor the organization´s movement regularly, by means
of surveys, interviews and effective communication tools with employees.
Make development a part of the work, not a privilege: Give each employee, not just the
high performers or leadership candidates, opportunities to build relationship networks within
the organization, together with skills and career development opportunities.
Access the study
“Global Human Capital
Trends 2014 – Engaging
the 21st-century
workforce” in its entirety at
www.deloitte.com.br.

Build a proactive retention model to identify potential problems before they occur:
Analytics can be an important tool for discovering the hidden drivers of retention.
Challenge the performance management process: Is it timely enough? Does it provide
practical information?
Understand and improve diversity and inclusion: People want to work in an environment
where they are respected, and clients look for companies that reflect their diversity and
perspectives.
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Strategies for
new markets
26

F

ranchise networks will support their expansion
strategies based on results obtained by their
existing units. Each new sales point will go
through a careful evaluation process, which should
consider the characteristics of the public and the
franchise brand, being only natural that the best
performing locations will be targeted for investments
to install new units.
While shopping centers offer advantages such
as a captive public and greater customer security
and convenience, costs of key money and rent are
higher. Streets, in turn, offer large opportunities in
unexploited neighborhoods or regions and have
cheaper or nonexistent key money fees. However,
there are issues to be taken into consideration, such
as maintenance of the property and more restricted
operating hours.

More than half the franchisors said that their highestearning unit was a street store. Shopping centers, in
turn, concentrate 29% of the highest-earning units.
When dealing with higher profitability, the difference
between both types of stores increases as a result of
the lower operating costs of a street store in relation
to a shopping center unit. Among the other locations
where franchisors record good results are gyms,
airports, clubs and condominiums. Together, these
locations account for 10% of the highest-earning units
of the networks.
Franchisors expectations with regard to the opening
of new units are as follows: 53% say that they expect
to open street stores in the next two years, while 33%
intend to open stores in shopping centers. Another
trend is for stores in business centers – especially for
franchisors in the business, services and other retail
segment.

Each new sales point will go through a careful
evaluation process, which should consider the
characteristics of the public and the franchise brand,
being only natural that the best performing locations
will be targeted for investments to install new units.
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New locations and services have always been explored
by the franchise sector, a resilient segment sensitive
to new consumer demands. Currently, a newly-arrived
trend in Brazil is that of food trucks: a redefinition of
street food with premium foods, which is part of a
broad movement to recover public sites in large urban
centers, such as London and New York.

According to the ABF, this model already applies to
384 brands and 17,197 points of sale, and accounts for
a total of R$ 5.9 billion. The growth of this segment
compared to last year was 31%. This is another trend
reflecting the greater participation of the emerging
middle class in the market – this time as entrepreneurs
in the creation of a franchise.

Another way franchisors have used to expand their
capillarity is the creation of a leaner model of store,
which has become known as a microfranchise. The
investment for the franchise is up to R$ 80,000 and
the units are smaller, such as corners, kiosks or carts.

Expansion of an establishment´s service capacity
on different fronts is also something that has been
growing in food sector franchises. Many stores have
already combined delivery, take-out and dining room
service.

Expansion supported by results (% of respondents for each item
Location of highest-earning unit

53

Location of most profitable unit

29
63

Location of new units for the next two years

23

53

1

33

0

60

Street

28

8

Shopping Center

University

Business centers

Hospitals

Others

10
7

1 5

9

5

The expansion practices of the franchisors
participating in the study are diversified, with a high
degree of engagement in measures of different types.

Joint ventures is something the franchisors most
intend to get involved in over the next years. Other
trends indicate that companies in the sector are
looking both outside and inside Brazil in search of
more space to grow.

The highlight is on the role of investment in new
solutions for the customer and in innovation,
indicating that, even more than physical expansion,
it is new products, services, business models and
marketing actions, and customer service that have
supported the growth of these companies.

Expansion strategies (% of respondents for each item)
Development of new products
and services

87

Investment in innovation

9

80

16

Individual /franchised units

70

6

Decentralization

63

19

Company-units

59

Ecommerce

8

51

Area development operations
Master franchisor

25

Internationalization

21

Joint ventures

19

18
33
26

21
16

29
59

27

52

28

0

4

24

23

50

4

53
60

Already part of the strategy

Planned for next years

Not a part / not applicable
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Performance and expansion trends
The average number of new company-owned
units opened by the respondents in the first half
of 2014 remained around 0.5, a level similar to
that in 2013. New franchised units recorded more
significant growth in the period. The average number
of new franchised units per respondent in the
first half of 2014 was 9.5, compared to 7.8 in
the same period of 2013.

Establishments opened

2014
74%

Increase in the number of franchised units

23%

33%

Authorization for multifranchised franchisees

1.5%

1.5%

0%

1.5%

1.5%

0%

Authorization for multibrand franchisees
Reduction in the number of franchisees

The segments with the most multibrand franchisees are hotel and tourism, food and vehicles.

Average*
0.49
0.48

Maximum
3
6

30

Hotel and tourism
25

Food
20

Vehicles
Franchised units
First half of 2013
First half of 2014

Average*
7.8
9.5

Maximum
75
102

*Units per respondent
Franchisors expect an increase both in number of franchisees and
franchised units in 2014 and 2015.

12

Home and construction
Personal accessories and footwear

10

Sports, health, beauty and leisure

10

Education and training

0

30

2015
64%

Percentage of multibrand franchisees (% of respondents for each item)

Company-owned units
First half of 2013
First half of 2014

What the respondents expect in terms of...
Increase in the number of franchisees

5

New frontiers
of consumption
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T

he strategy of decentralized expansion has
accompanied the strong growth of the middle
class in Brazil, obtained based on consumption.
According to the Applied Economic Research
Institute (IPEA), more than 37 million Brazilians have
climbed out of poverty over the last decade. The
Brazilian middle class now represents close to 52%
of the country’s population. Data from the federal
government’s Secretariat for Strategic Affairs indicate
that this group is responsible for 38% of the income
and consumption of Brazilian families.
A large part of this contingent is located in the interior
of the states of the Southeast and Northeast regions.
Franchises have directed their expansion to this
internal market, formed by 150 million consumers who
represent close to 65% of the domestic market.

Reasons for decentralization
(% of respondents)
14

29

6

9

14

28

Increased purchasing power of the population in other regions
Economic growth with positive perspectives
S trong competition in the large centers
Increased purchasing power of the emerging classes
C
 urrent market does not meet expansion expectations
Others*
*Lower cost; growth of E-commerce; emerging regions.
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Among more than 80% of the organizations
participating in this study that already practice or
intend to invest in decentralization, almost 30%
believe that there was an increase in the population’s
purchasing power in other regions of the country, and
that these locations recorded economic growth with
positive perspectives. Other opportunities identified
by the franchisors that intend to expand toward the
interior of Brazil are the lower level of competition
in comparison with the large centers and the lower
operating costs.

The regions most focused on by franchisors are those
with the highest population concentrations in the
country – the Southeast and Northeast. The focus is
both on more populated cities and on markets already
established in municipalities with more than 30,000
inhabitants.
Once again, the development of new solutions for
the consumer is here to support growth of franchise
networks: almost half of the respondents indicated
that they created or will create specific products or
services to meet some need in the region to which
they intend to expand.
On the path to the shopping centers
The growth of shopping centers in the interior of Brazil
may be a major driver of franchise network expansion.

Regions most targeted for expansion
(% of respondents)

4

In the region with the highest participation in number
of enterprises, the Southeast, the growth of shopping
centers expected in the next years is focused on
cities outside the Rio – São Paulo axis. Out of the
30 enterprises opened or planned to open in 2014
and 2015 in the region, only five are in the two
capital cities. The others are in the interior or in the
metropolitan region of the southeastern states.
The Northeast region also stands out, being that
with the second highest expected growth. The
enterprises are concentrated in the capital cities and
in metropolitan regions such as Petrolina (PE) and
Juazeiro do Norte (CE). The North region also shows
growth potential, with six new enterprises planned to
be opened in 2014 and 2015 – two in Roraima, a state
that still does not have a single shopping center.

The reach of shopping centers in Brazil

4

6

42

17

4.2%

3
3

Southeast
Northeast
South
Center-West
North
IInterior of my state

13.7%

7
9

27

9.1%

Has developed or will develop specific products
or services to meet some need in the region
(% of respondents)

1

5

55.6%
12
18

Share in sector

25

Shopping centers opened or
expected to open in 2014

49

Shopping centers
expected to open in 2015

26

Yes
No
Unsure

17.4%
2
3

Source: Brazilian Shopping
Center Association (ABRASCE)
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Franchises without borders
Internationalization, which is a current or future
strategy of 48% of the study participants, is directed
especially at the South American or United States
markets. In addition to conquering new markets,
taking the brand global is a strong driver for
international expansion practices of the organizations
in the sector.

In which countries will you be or have you been active?*

Latin America

South
America
Paraguay

United
States
Argentina
Uruguay Others

*The larger the word above, the greater the number of indications in
the responses of those interviewed.

Portugal

The determinants of global companies

Access the study
“Latin America rising
– How Latin American
companies become
global leaders”
in its entirety at
www.deloitte.com.br.
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The study “Latin America Rising: How Latin American companies become
global leaders,” prepared by Deloitte, revealed five essential points that
mostly determine the capacity of a Latin American company to climb the
maturity curve and become a global organization:
1 Availability and retention of upper-level executives qualified to manage
international expansion and operations;
2 Access to capital markets and financing;
3 Position of market leadership in the country of origin;
4 Capacity to make international acquisitions and joint ventures;
5 Use of the main corporate governance practices.

Financial
Management
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T

argets are an important tool for franchisors
to establish and direct their partnerships with
franchisees. Once challenges are identified,
it becomes easier to establish strategies to obtain
expected results.

Does your company set financial targets for
franchisees? (% of respondents)
15

60

In this scenario, 85% of the respondent companies
stated that they establish financial targets for
franchisees, especially with regard to profitability.

25

Inventory management also appears as an important
factor to be monitored by means of targets.
Yes
Only if necessary in specific cases
No

What targets are set?
(% of respondents; multiple responses)
Sales

65

Profitability

57

Products

23

Inventory level

21

Debt level

8

Others*

12
0

*CGS, budget, market share, average sale price

36

60

Funding and investments
Only 7% of the franchisors participating in the study
received funding from investment funds. However, a
significant portion of the 43% of organizations intend
to use these in the future.

In analyzing the types of reports most requested by
franchisors from franchisees, once again, monitoring
of sales stands out. All companies that said they
had an integrated system also receive other financial
reports from franchisees.

Investment funds, especially when from abroad,
offer franchisors the chance to increase their capital,
expand and also to be connected to a wide operating
network, which can significantly promote the brand,
and strategic and business planning.
The companies that had investment fund participation
highlight the financial contribution and the new
knowledge acquired for their business as major
benefits.

Frequency of receiving financial reports from franchisees
(% of respondents for each item)

Sales overview

87

Integrated system

12

82

Inventory report

3 1

47

5 1

41

Fiscal year income statement
Accounting report

16

4

11

2

Other reports

Monthly

Quarterly

5

7

Semiannually

36
62

8

54
0

14

47

16
51

Overview

10

5

Annually

4 2

35

3

34

4

60

I do not receive reports
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Investment funds, especially
when from abroad, offer
franchisors the chance to
increase their capital, expand
and also be connected to a
wide operating network, which
can significantly promote the
brand and strategic and business
planning.

Have you received funding from investment funds?
(% of respondents for each item)
Is the fund the
controlling party?
7
50

50

50

43

Yes
No, but I intend to use
No, and I do not intend to use

Yes
No

What was the result of the investment fund’s participation?
(% of respondents for each item)
83

Financial contribution
67

New knowledge for your business

16

17

Decision making process

50

17

33

Strategic positioning

50

17

33

34

Operational management of your business
0

38

17

Good

Bad

33

Unsure

33
60

Megatrends for the
franchise sector
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The six
drivers that
will impact the
segment in
the next years

1. Industry + retail + franchises
Large consumer goods producers invest in their own
network to commercialize their brand, creating a
direct channel with the consumer. The companyowned store is the way to expand access and increase
customer loyalty by means of brand and product.
Going directly to retail is also a way to obtain
greater control over price, since the large networks
have strong negotiating power with the producing
companies to resell their products.

2. Logistics
In the large cities, companies have to deal, in addition
to traffic jams, with increasing numbers of policies
restricting the circulation of trucks. The challenge
in this context is to make the logistics process more
efficient, in order to optimize store layouts to prioritize
the sales area.

40

3. New consumer demands
Increasingly aware and well informed, the consumer
has been demanding better quality products, without
sacrificing practicality or simplicity. The increase
in natural and organic food and premium product
networks is noteworthy. Another trend in this scenario
is the entry of casual dining brands in the country,
which offer a different experience to the consumer
compared to the fast food chains.

5. Total connection
Apps for delivery, restaurant reservations and
E-commerce are already a reality for which franchisors
should structure themselves, by means of investments
in technology, to compete and expand their brands
into new markets.

6. Strategic alliances

4. Behavioral changes
In an increasingly dynamic society, the consumer
values services and products that are practical and
time-saving. The range is broad: from home cleaning
and maintenance services to services provided right in
the workplace. The issue of identity and of belonging
to a group is also a preponderant factor for this
consumer, which makes formatting of services and
stores for specific niches a differentiating factor in
attracting customers.

Establishing discount programs and relationships
with companies and other non-competing franchise
networks can expand the consuming public for the
brand. By offering features and discounts to partners
and partner customers, it is possible to promote the
brand and gain and retain the loyalty of customers.
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About ABF
The Brazilian Franchising Association (ABF) is a non-profit entity created 27
years ago to publicize, defend and promote the technical and institutional
development of the business model called Franchising/Franchise. Thus,
it represents all those involved in franchising – franchisors, franchisees,
consultants and service providers – to ensure and disseminate the practice of
good franchising in Brazil.
Among the functions performed by the entity is that of providing guidance
to investors on how to correctly learn about a franchise, recommending
specialized literature and providing data on franchising companies in Brazil
and abroad. For companies interested in expanding their business by means
of a franchising system, the ABF indicates the actions necessary to set up a
business, as well as how to deal with franchise consulting professionals to assist
in the process.
About Deloitte
Deloitte offers Audit, Consulting, Tax Consulting, Financial Advisory and
Outsourcing services to clients in the most diverse sectors. With a global
network of member-firms in more than 150 countries, Deloitte combines
exceptional skills and deep local knowledge to help clients achieve their best
performance, regardless of their segment or region of operation.
In Brazil, where is has been operating since 1911, Deloitte is one of the market
leaders and its close to 5,000 professionals are recognized for their integrity,
competence and skill in transforming their knowledge into solutions for clients.
Its operations cover all of Brazil with offices in São Paulo, Belo Horizonte,
Brasília, Campinas, Curitiba, Fortaleza, Joinville, Porto Alegre, Rio de Janeiro,
Recife, Ribeirão Preto and Salvador.
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