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I appreciate Mark’s kind words in The Multiplier Model about the businesses I have grown through franchising (Massage Envy, The Joint, Redline Athletics, and Amazing Lash). As Mark teaches in this book, growth through multiple units or even multiple brands is very much about multiplying the systems that work. If you have the passion and desire to build something that’s enduring, Mark’s advice will help you lay the foundation.
—JOHN LEONESIO, CEO, REDLINE ATHLETICS FRANCHISING


Insightful and pithy! The Multiplier Model is a must-read for any business looking to grow.
—TOM RYAN, VICE PRESIDENT OF FRANCHISE DEVELOPMENT, CD ONE PRICE CLEANERS


Developing a systems mindset is key! Another great business expansion book from Mark Siebert.
—P. ALLAN YOUNG, CHAIRMAN AND PARTNER, FRANBRIDGE CAPITAL


A captivating read on how systems impact everything from operations to marketing to sales to company culture. Mark generously shares his knowledge from 30 years in the business, including compelling stories from the companies he has met along the way.
—SCOTT LEHR, MANAGING PARTNER AND CEO, GT&S FRANCHISE EXECUTIVE SEARCH, FORMER IFA EXECUTIVE VICE PRESIDENT


Creating repeatable and teachable systems and processes has been so important to our success. This is a must read for any business owner!
—SETH BRINK, PRESIDENT OF ARETE FOOD GROUP, GYRO SHACK FRANCHISOR, NEGRANTI CREAMERY LICENSEE


When we chose to franchise Sky Zone, we learned a tremendous amount about duplicating our business in working with Mark. And much of that wisdom is imparted here. The Multiplier Model is a valuable guide for the start-up franchisor or for anyone considering expanding their existing business.
—JEFF PLATT, CO-FOUNDER, SKY ZONE FRANCHISE GROUP


At Vessel Technologies, we think hard about the role our systems play in allowing us to scale our business and meet growth objectives. The Multiplier Model is right on point!
—NEIL RUBLER, FOUNDER, CANDLEBROOK PROPERTIES AND VESSEL TECHNOLOGIES


At Auntie Anne’s Pretzels the systems we developed for sales tracking, forecasting and site selection were integral to our success for both franchised and corporate locations. Having solid, dependable systems in place benefits employees, franchisees, and the ultimate customer. Mark’s book will show you how successful businesses can harness the power of strong systems to replicate their success.
—SCOT CRAIN, RETIRED VICE PRESIDENT OF FRANCHISE RELATIONS, AUNTIE ANNE’S PRETZELS


Mark Siebert has scored another home run with The Multiplier Model!
—PAUL ALTERO, CO-OWNER/FOUNDER, BUBBAKOO’S BURRITOS


When we worked with iFranchise Group to franchise College H.U.N.K.S. Hauling Junk and Moving, they helped us streamline and systematize the whole process. In The Multiplier Model, Mark shares his expertise on streamlining for every business owner with expansion goals.
—NICK FRIEDMAN, CO-FOUNDER AND OWNER, COLLEGE H.U.N.K.S. HAULING JUNK AND MOVING


Mark’s third book provides intelligent strategic advice for anyone looking to replicate their business! The stories he shares from successful entrepreneurs make this a very engaging read.
—DAVE PAZGAN, CO-FOUNDER, 101 MOBILITY AND DIRECTOR OF FRANCHISING, KIDOKINETICS


Whether you are trying to grow your business or just looking to improve existing operations, you will come away from this book with a deeper understanding of the power of systems in helping businesses prosper and evolve.
—PATRICK WALLS, COO, FRANCHISE BUSINESS GROUP, LEISURE POOLS AND SPAS MANUFACTURING NORTH AMERICA INC.


Everything you need to know about replicating your business the right way is in this book. For over 30 years Mark has helped people realize the American Dream working with them to turn their small business into a franchise.
—PAUL ROCCHIO, VICE PRESIDENT OF DEVELOPMENT AND MEMBER SERVICES, INTERNATIONAL FRANCHISE ASSOCIATION


We looked to Mark and his team at iFranchise Group to design our expansion strategy and it was one of the wisest decisions we made. Mark is a great teacher, and he shares some of his best lessons in The Multiplier Model.
—SCOTT JEWETT, CEO, PINSPIRATION FRANCH ISE GROUP


Mark demonstrates again why he is one of the foremost thought leaders in the small business space. His book shows how you can apply the lessons learned in franchising to small business strategy in a way that is both informative and compelling.
—DEBRA SHWETZ, CO-FOUNDER, NOTHING BUNDT CAKES
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foreword



by peter ross, ceo and cofounder, senior helpers
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I have always felt there are two kinds of people in the world of business. Those who will follow the norms, and those who never saw a norm they did not want to challenge. For the first 20 years of my career, I was part of that first group. For the second 20, I was a part of the latter.


On the high seas, that second group would be called pirates. On the highway systems, they would be repeat offenders. In the art world, we might call them geniuses. But in the business world, they might be called unemployable—or they might be called entrepreneurs.


If you are reading this book, my guess is that you are in that second group.


In the U.S., that means you are either a part of the 10.6 percent of the working-age population who owns a business or that aspires to. The other 90 percent or so are likely content to work for others or are hoping that they, too, will be able to become a part of the great American Dream one day.


But that second group can be broken down further. According to U.S. Bureau of Labor Statistics, roughly 50 percent of new businesses will have failed within five years, and 65 percent will have failed in ten years. And of the remainder, if I had to guess, less than 10 percent end up making the kind of money that one would call life changing.


If these statistics scare you off, I am guessing this is the wrong book for you.


But for those of you who have not been scared off, ask yourself what is the difference between those who made it and those who did not?


Having stood in your shoes and having taken the plunge on more than one occasion, I think I know at least one small part of the answer.


I did not start out in life as an entrepreneur. In fact, before I became an entrepreneur, I had been very successfully running the corporate treadmill and was on the “fast track” to career success. I started my career with ADP as a sales representative, worked my way up through sales, was promoted to sales training manager, then was promoted again to National Director of Sales Promotions and Telemarketing in their corporate office by the ripe old age of 25. After a couple of years, I leapfrogged the “normal” career path, which would have seen me become a sales manager next, to become the youngest regional Vice President of Sales and ultimately their Vice President of Marketing.


From there, I was recruited by Ernst & Young to head up their marketing on the west coast. And while I had learned a lot about sales and marketing at ADP, it was at EY where I really began to learn about business. And the more I learned about business, the more I got the “entrepreneurial itch.” Private equity then hired me in management positions for a couple of startup companies and I was later lured me back into the corporate world, where my next move was to become the Vice President of Corporate Sales at Intuit.


Now I tell everyone who will listen that once they have gone out on their own, they should never return to the corporate world—because once you have been your own boss, you will never again be satisfied working for others. But at the time, I did not take that advice, and fortunately learned more valuable lessons before realizing that the corporate world was no longer for me. As it turned out, all the people I met at Intuit were Jack Welch disciples and in my tenure there, I became an expert in Six Sigma. And like many of the principles Mark has espoused in this book, Six Sigma is focused on taking a systematic, data-centric approach to process improvement.


When I left Intuit, I went into business with Tony Bonacuse. Tony and I had worked together at one of the companies I worked for in between my corporate stints and we had become good friends. Over the years, he and I had talked about starting a senior care business together, and by the time I joined him, Tony had already started the first Senior Helpers in Baltimore in 2002. In 2004, we became partners and I started up a Senior Helpers in California so that we could demonstrate that our business could be duplicated. We figured if we could duplicate it once, we could franchise it.


Tony and I always knew we wanted to franchise. And by 2005, we were ready to go.


The problem was that while both of us knew business, both of us came from the corporate world and neither of us had any experience with franchising. That is when I met Mark and his team at iFranchise Group. We knew from our experience in the corporate world that the best way to shortcut the learning curve is to hire outside experts who have hands-on experience doing what you are attempting. And we were only going to get one shot at doing it right.


In early 2005 we hired the iFranchise Group to develop our strategy, operations manual, training programs, and our franchise marketing plan and materials. By September 2005, we had sold our first franchise and we were off to the races. Honestly, we sold too many multi-unit territories in the early years and did some of the things that iFranchise had advised us against. But at the same time, a light bulb had gone off.


Build a business. Refine the business. Systematize the business. Then duplicate the business repeatedly, in our case, using franchising.


In 2007, one of Tony’s former roommates from college, Dr. Scott Burger, had the idea that we could do a franchise of urgent care. So just as we were getting successful in Senior Helpers, we started an urgent care center across the street from our Senior Helpers office. We wanted to see if we could franchise urgent care, and by 2008, we were ready to launch our second franchise—Doctors Express. And because it had worked so well in the past, we hired the iFranchise Group again.


The good news was that we were building the systems for franchise marketing, sales, and for onboarding new franchises. So while many new franchisors look at the franchise growth process as an unknown, our systems told us that if you start with a good concept, spend an adequate amount of money on franchise marketing and spend it in the right places, franchise sales will be the inevitable result. And Doctors Express grew to 80 units in a very short period, and by 2012, we were the third-largest urgent care in the country and were doing quite well.


In 2010 we launched a third company, Assisted Transition, which competed with A Place for Mom in the marketplace—helping people identify appropriate long-term care facilities for seniors. Once that model was working, we just hit repeat once again. We hired the iFranchise Group, grew the brand quickly, and had opened about 75 or 80 units by the time we sold the company to CarePatrol in 2012, which is now part of ComForCare/Best Life Brands.


At about the same time, we completed the first private equity sale of Senior Helpers. We sold Doctors Express right after that. It was rebranded as American Family Care and now has about 200 franchises operating across the U.S.


Tony and I stayed involved with Senior Helpers and brought in Altaris Capital as a second round of private equity in 2016. Tony decided to exit the business and focus on other business investment opportunities, at the same time continuing to sharpen his golf game.


Then in 2018, I started Town Square, a unique adult day center providing an enrichment experience for seniors using design elements and themes from a 1950s small town. And, of course, once we had perfected the initial prototype, we went back to the well again and hired the iFranchise Group to help expand that business through franchising. Lather. Rinse. Repeat.


In early 2021, we sold Senior Helpers to Advocate Aurora Health, at which point I had to give up the rest of my equity in the business, as I could not hold equity in a nonprofit.


Altaris and I still own Town Square, which is my fourth brand. Despite the pandemic, we have 14 franchises awarded and, as of early 2021, we expect that we will begin to see some substantial growth from here as the country moves beyond the Covid-19 pandemic.


The fact is, just as Mark has laid out in this book, growing each of these businesses has been very much a repeatable process. And while I never spent much time thinking about it before, Mark has teased out the details of the process in a manner that will allow you as a would-be entrepreneur to systematically approach the growth of your business from idea to plan, from plan to testing, from results to refinement, and ultimately from Money Machine to expansion.


When I lay out the history of my last 20 or so years above, it seems like a straight path to the top. But it wasn’t. We made mistakes along the way. Tony and I have had a few different ideas that we rolled out but never moved forward with. We were going to add medical staffing to the Senior Helpers model. We tried it. Calling it Staffing Helpers, we rolled it out in California. And when we ran the numbers, we thought that as a stand-alone, the franchisor would have been rolling in dough, because the model got to very high levels of revenue in no time. But because the business had very low margins, the franchisee would have had a very hard time making money—so we pulled the plug on the concept.


Ultimately, the key to our success was constantly measuring the results that we were achieving, recognizing the need for change, and making those changes while measuring again—sometimes throwing out the wild-hair ideas that we could not make work—while constantly refining both our core business models and the franchise business model with which we were expanding our business.


As an entrepreneur, you cannot expand before you know why you succeeded the first time. You need to understand what you’re getting into, vet it completely, and not be afraid to fail. You’re going to make some mistakes.


While not the sole focus of this book, I love franchising, too. My favorite term is OPM—other people’s money. I think there is no way in any business world that you can grow exponentially as well as you can in franchising—especially when you are talking about brick-and-mortar. I tell people all the time that having a franchisee instead of a branch manager is like the difference between dedicated and committed—like ham and eggs—the chicken is dedicated but the pig is committed.


A lot of new franchisors think they’ve already perfected their model. I can tell you for a fact that’s just not true. I learn something new every day. And I try to use that learning to improve the business. As a franchisor, you must control the brand. You must have brand standards. But you also must be open to change because the world is moving too fast for any of us to stand still. But you cannot change for the sake of change or just because an idea sounds good. You must let people think, you must let people be creative, you must let people know you are listening, and you must be willing to adapt. People want to be a part of the process. But adaptation without measurement will only drive chaos.


If you are going to go the franchise route, you need to know the business so that when you sit across from a franchisee who is putting their hard-earned money into a franchise, you know what you are talking about. That’s why we needed to run each of our own businesses before we started to grow. We needed to be sure that the model worked and we could transfer a business concept from one market to another successfully before making the decision to expand.


So that’s my story. Four brands over 16 years of franchising. And, of course, I have a couple more ideas for additional brands that I plan to launch one day, but I’ll leave those ideas for another time and place.


The fact of the matter is, I so very much love the process. And, while this book was not out when I got started, the process described here is the same one we have been coached on over the course of years—and the same one that has helped contribute to our success.


Now I just need a process to convince Tony to stop playing golf so much. I need to get him back to work again. We drank the Kool-Aid with Mark and his team at the iFranchise Group back in 2005 and I think we have been very blessed. I am hoping that for us, the process will not stop any time soon.


It has been one heck of a ride. And a ride that I would encourage anyone with any entrepreneurial spirit to join me on.










introduction
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I do not expect it happens very often that a book teaches its author a lesson about its subject. But in this case, that is exactly what happened.


As I began writing this book, I wanted to capture the essence of what distinguished those businesses that had achieved great success through franchising. And it occurred to me that over the years, many of my clients had told me they intended to franchise from day one—even before they opened their doors for business. Those lessons, I reasoned, could be applied to all types of businesses—even those that did not franchise—allowing business owners to use the systems that worked so well in franchising to maintain quality, grow faster, and control their growth better.


After all, while the iFranchise Group is the world’s most prominent franchise consulting firm, much of what we do extends well beyond franchising. For example, we created the food-service operations manuals for the U.S. Navy’s nuclear aircraft carriers, where they feed 5,000 sailors three meals a day aboard the only carriers in the world that are capable of resupplying at sea. That’s clearly not a franchise, but we used what we knew about franchising best practices to help create a model the Navy could use.


I started writing with the idea that creating a business that was designed to grow was really a question of creating a system that could be readily replicated. Every successful franchised business is built on such a system. I thought if systems were the key, the secret to success in business was creating a system for creating those systems.


But then I began wondering if it could really be that simple. Could someone just read a book and then build a business by creating, implementing, and refining a system, and then reap the benefits years later? I realized that I was missing something.


Over the course of my career, I have been involved in far more than my share of home-run success stories. And when you combine those with the stories shared by others on my team, the list reads like a who’s who of franchising: 101 Mobility, 1-800-Flowers.com, Amazing Lash Studio, Auntie Anne’s, Board & Brush, Buffalo Wild Wings, Clean Juice, College H.U.N.K.S. Hauling Junk & Moving, Culver’s, Einstein Bros. Bagels, Fuzzy’s Taco Shop, Häagen-Dazs, i9 Sports, LINE-X, Massage Envy, McAlister’s Deli, N-Hance, Newk’s Eatery, Nothing Bundt Cakes, Office Evolution, Oreck, Pearle Vision, Pinkberry, Senior Helpers, ShelfGenie, Sky Zone, Teeth Tomorrow, Teriyaki Madness, Tommy’s Express, Which Wich, and many others.


But scattered among the many home runs were a number of base hits: the companies that might award 10, 25, or 50 franchises before stalling out.


Of course, many of these companies were not interested in aggressive growth. Some got into franchising to take advantage of “walk-up” inquiries or to provide opportunities for friends, family members, or employees. Others had such narrow market niches that their franchisees needed very large territories to survive, so selling more than a few dozen franchises would saturate the market. And for many, aggressive growth was simply not needed to meet their more modest financial goals. In fact, the majority of franchise systems in the United States are regional rather than national brands.


And, unfortunately, as much as we worked to avoid them, there were also occasional strikeouts. Some of those, like the ultimate collapse of Blockbuster Video, could be attributed to obvious changes in the marketplace combined with a failure to rapidly adapt. The cause in other cases may be less obvious. In an effort to help you learn from those experiences, I will be referring to some of them throughout this book, although I will change enough details to be sure no one can recognize them, in order to maintain confidentiality.


In thinking about how to write this book from that perspective, I decided to go back to the drawing board. It occurred to me that by the time I met my clients, they had already achieved a measure of success in their own right. At the iFranchise Group, we receive literally hundreds of inquiries every month, mostly from business owners who would like to franchise their business. We have a team of four consultants who screen these inquiries—so only ones who are particularly well-qualified end up meeting with me or one of our senior consultants. I was basing my experience on the finished product. If I wanted to understand what it took to build a company for aggressive growth, I needed to step back in time, not to when I first met these folks but to when they were setting the foundations of their business.


So I started racking my brain for other clues as to what I might be missing. And one came to me from one of my more recent success stories, one that has taken a more measured approach to their growth—a great company called Bubbakoo’s Burritos.


I knew Bubbakoo’s was going to be a winner almost from the moment I met partners Paul Altero and Bill Hart at one of their New Jersey locations in August 2013. At the time, they had six locations and were seriously investigating franchising. Both Paul and Bill had a background in franchising; they had previously worked with Johnny Rockets, and Paul had also worked with Friendly’s. My first impression as I drove up was that it was bright and well-lit, and the guacamole-green sign really popped.


When Paul and Bill arrived, they were not “dressed to impress” in suits and ties, which people still wore on occasion back then. They were regular, down-to-earth guys, which was fine by me. As they showed me around their locations, it was clear they had a great rapport with their managers and employees. The décor was unique, recognizable, and consistent. The units were spotless, well-run, and nicely systematized. And when I tried the food, I was thrilled: fresh, made-to-order, and sold at a price point that was affordable. Not only was the food delicious, but these guys knew their numbers down to the decimal. Food, labor, paper, and every other line item expense. They had their operation down to a science.


But when I commented on all this, Paul looked at me like I had three heads. I had totally missed the point. What they really had going for them was their culture—and their people. For them, wellrun locations were the cost of entry in a competitive marketplace. What set them apart, and what they were proudest of, were their employees, who translated into great service and great operations. I knew right then that Bubbakoo’s would be a home run. This was a company that was built to franchise!


As of this writing, Bubbakoo’s has sold some 60 locations in seven states in less than five years, having grown to ten times their initial size. More important, because they have been growing their infrastructure along the way, they are now in a position to accelerate their growth, and they have been signing more and bigger deals in the past year.


After thinking about that story, it occurred to me that perhaps what I was missing was the “soul” of the brand. Or, as Jeff Goldblum put it in the 1986 movie The Fly, it was the “poetry of the steak.” I could see the science of the business, but I was missing its poetry.


I then thought about my friend John Leonesio. When I first got to know John in 2002, he had just opened his first Massage Envy location and was looking to franchise. He and his brother Frank had previously built and sold a successful chain of health clubs, so John took the membership model common to athletic clubs and applied it to his new therapeutic massage company. When John retained us to franchise Massage Envy, the prototype location had been open only three months.


Today, Massage Envy is a success story for the ages—growing the company to some 800 locations before selling it in 2008 (today it is twice that size). And since that time, John has taken that same formula and successfully franchised The Joint, Redline Athletics, and Amazing Lash Studio—in which we were also involved.


So perhaps John more than anyone was my role model when I first thought about writing this book. But as I continued to think about the many entrepreneurs I have had the privilege of working with over the years, the pattern began to change. While some of these entrepreneurs had built their businesses with the intent to franchise, many more of them seemed to have stumbled into franchising almost as an afterthought.


Instead, I found that many of these entrepreneurs had an intense passion for their business—and that passion led them to obsess on the ways in which the business could be improved. They would tinker with the business model and tinker some more, but as they got closer to their vision to “perfect” their business, the incremental challenge posed by their tinkering and the incremental improvements that it brought were no longer enough to keep the entrepreneurial fires burning. And expansion grew out of a compelling need to climb the next mountain.


My first encounter in 1991 with Jim Disbrow and Scott Lowery, the founders of Buffalo Wild Wings, was very different from my Bubbakoo’s meeting. At that time, they too had about six locations, although they were not nearly as geographically concentrated. But that was where the similarities seemed to stop. Jim and Scott wanted me to try every single item on the menu, so we went to the biggest table in the house and began ordering. I don’t remember how many different levels of heat they had on their wings at the time, but I am fairly sure they were enjoying my pain as I worked my way up the thermometer. All kidding aside, though, they took an extraordinary pride in each of their recipes and went into a great deal of detail as to how each was created and why.


The chief thing that struck me was the level of buzz and excitement in the restaurant. It was clearly a place where people wanted to be. But while their unit level financials were great given their revenue levels, their command of some of the key restaurant operating metrics reflected their lack of experience. Still, it was clear that they were on to something, and we developed a strategy in which franchises would be sold in college towns during the initial years while internal controls were put in place so that they could attract area developers as they grew.


When I met Frank Fiume at i9 Sports, it was yet another story. Frank had recently quit his high-paying job to pursue his passion for youth sports leagues. Some of Frank’s story is chronicled in his book, Running With My Head Down (Greenleaf Book Group LLC, 2019), which describes how he pursued his dream, often in the face of criticism and reproach from friends and even his father, and continued to put everything on the line for his goal. When he finally achieved what many would consider the pinnacle of their success with ABA Sports, the largest adult sports league on Long Island, he decided to shift gears, move to Florida, and franchise a children’s sports league. His only problem was that he needed to sell his one and only successful business to be able to afford the cost of pursuing that dream. And while there were some initial bumps along the way, i9 Sports now serves two million participants in over 900 communities in 30 states and has generated over $300 million since its inception in 2003.


Not everyone I met with saw franchising in their future. I remember Alan Bush, one of the founders of Fuzzy’s Taco Shop, telling me half in jest that he had no interest in growth—that he would rather sit on his porch and drink beer. Today, after beginning to franchise with the iFranchise Group in 2009, there are more than 150 locations open (and far more than that sold), and in 2016 the founders sold a 70 percent ownership interest to the private equity firm NRD Capital.


Dr. Don Newcomb, the retired dentist who founded McAlister’s Deli (and later Newk’s Eatery), was another entrepreneur who, when I first spoke to him in 1988, was very skeptical about franchising. Today, though, McAlister’s has more than 450 locations and is owned by Focus Brands, an affiliate of Roark Capital, which is the largest private equity firm in franchising.


Over the years, I have perhaps personally met, analyzed, and worked with more successful small businesses than all but a handful of consultants around the world. By my calculations, over the past 34 years, I have provided one-on-one consulting advice to more than 5,000 companies—the vast majority of which were small businesses at the time and had been prescreened in terms of the success of their business. Of those 5,000, I have had a more in-depth client relationship with well over 500.


In that time, I have learned a great deal about what these successful companies have in common—and what it takes for them to get from success to superstar. One thing I can tell you for certain is that it isn’t about luck. It’s about multiplying the systems that work.





multiplying your success



The vast majority of the small businesses with which I have consulted over the decades were already successful, often very successful, in their own right. Yet not all of these businesses had what it takes to grow exponentially.


The ones that did, it seemed to me, had refined their business model to the point where it would work without them. They understood the drivers of the business. They had developed systems surrounding the systems that drove the business so that it could be duplicated. They had developed further systems to continually refine and improve on their business model—knowing that businesses need to adapt to survive. And they had developed controls to ensure that the systems they had developed were being followed—and to correct the situation when they were not.


The companies that could harness this process had something special. And these are the companies that, as a starting point, had the potential to take advantage of what I am calling the Multiplier Model. And those that have used the systematized approach inherent in that model not only to replicate the success of their original business, but also to develop an expansion system for that business, have been able to utilize this Multiplier Model for their growth.








what to expect in this book



This book has several audiences, and as a result, I have used some literary shortcuts to make reading it easier. Some of the people I am trying to address in this book will be looking to open a retail business, while others may want to open or expand a restaurant. Others may hope to open or expand a service-based business that serves either consumers or other businesses, and they may or may not have a physical office outside the home.


I should also note that while systems are vital for any sustainable business, the process of growth for some internet businesses is very different than it is for businesses with a physical market presence. So to those readers who find this hopscotch writing style problematic, I apologize in advance.


Additionally, this book talks about the application of systems to a variety of business topics that have all been covered in tremendous detail and often in far superior fashion elsewhere. There are literally thousands of books on advertising and marketing, purchasing, inventory control, pricing, production, finance, management, and small business topics in general. As a book dealing specifically with systematization, I have touched on many of these areas on a cursory level, not so much in an effort to educate you on these very complex business topics, but instead to point out how any business that hopes to grow needs to develop systems in these areas in order to replicate what works. Finally, this book will also advocate that as you create your business’ system, you also create systems to continually test, improve, and refine your systems.


Let’s begin by talking about what I mean by “systems.”













CHAPTER 1


introduction to systems
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Let’s start with a simple premise: All businesses have systems. Some of those systems change from minute to minute, and some change depending on who is working that shift. Some are carved in stone, some in clay.


Sometimes those systems consistently deliver profits for the company. Those are the businesses that have it all figured out. They have institutionalized high-performing systems. Let’s call these Type A businesses. This is what you want to build.


Sometimes, of course, businesses never become profitable or only return marginal results. While a lot of these folks contact us for help at iFranchise Group, they do not often make it to my conference room, as we have pretty rigorous screening criteria. Let’s call these Type C businesses. They need to make substantial changes quickly or they will not survive much longer.


Finally, some businesses do well occasionally, but they do not always meet their goal of consistently driving profitability. Let’s call those Type B businesses. All too often, the Type B business owner does not understand why his business model is sometimes profitable and sometimes not. Or, alternatively, why it sometimes delivers strong profits and sometimes only marginal results.


In my many meetings with small business owners over the years, I would estimate that perhaps as many as 40 percent fall into the Type B category. Perhaps they have opened multiple locations and had to close one or two—but when asked why a particular location failed, their analysis goes no deeper than “It just wasn’t a good location.” Or they may have one location that has a higher cost of goods sold or labor cost than others in the system, but have never quite understood why.


Failures are only failures if you don’t learn from them. To do that, you need to recognize both that they are failures and the precise cause of the failure. But more than that, you have to institutionalize the systems that work and find ways to identify and eliminate those that do not if you want to avoid a repeat of those problems in the future.


In this chapter, we’ll look at some examples of companies that rely on proven systems to multiply, starting with McDonald’s, one of the best-known brands in the world. I will also introduce you to the central quandary I have seen successful business owners face again and again as they struggle to take their company to the next level—especially the pain points involved in going from the first location to the second. I hope to open your eyes to the pitfalls of simply grinding it out instead of first building and perfecting the systems to help your business expand. I want to ease your fears that growth involves losing control of your business, because well-built systems put you more in control. And you can begin to see how the Multiplier Model depends on creating a systems mindset.





how McDonald’s does it



McDonald’s does not have the most franchise locations in the world (7-Eleven has that honor) or even the most franchises in the food-service industry (that title goes to Subway). It does not have the highest system-wide revenue of any franchise company (Yum! Brands, which has 50,000 restaurants combined between its KFC, Taco Bell, and Pizza Hut brands, holds that title). But when it comes to brands, McDonald’s is nothing short of iconic.


In earlier books, I talked about different companies that tried to copy McDonald’s concept but failed. Some of their failure, no doubt, can be attributed to McDonald’s earlier entry into the marketplace. After all, the first one to market with a new concept often owns the category’s “mind space.” But that would not account for the later success of Burger King and Wendy’s, or the more recent success of companies like Five Guys, BurgerFi, Mooyah, Smashburger, Elevation Burger, and others.


You could also point to their lack of differentiation. Burger King captured market share in the 1970s with “It takes two hands to handle a Whopper!” and “Have it your way!”—campaigns that emphasized their points of difference from McDonald’s. Wendy’s appealed to an older demographic in the 1980s by touting their “old-fashioned” burgers with an octogenarian spokesperson named Clara Peller, who asked, “Where’s the beef?” And, of course, the new generation of gourmet burger restaurants, which likely has not stopped evolving, is returning to the limited-menu roots of their predecessors, and trying to compete on quality.


But if it is not strictly dependent on timing or market position, why did McDonald’s succeed so spectacularly while so many of their competitors either stalled or flamed out? What was their “secret sauce”? Was it better execution? Better locations? A better product? Better management? More capital?


While all the above no doubt factored into their rise to franchise superstardom, the overriding factor contributing to its success could be explained in a single word: systematization.


McDonald’s succeeded because they built a system for delivering burgers faster, cheaper, and with lower labor costs than their competitors. Over the years, their system has evolved to encompass everything. They have a system for selecting a site and measuring the impact on other local restaurants. A system for construction that allows new restaurants to open quickly, efficiently, and at a reasonable cost. A system for their supply chain that results in lower costs and reliable delivery. A system for production that ensures consistency across more than 39,000 restaurants worldwide. A system for testing and introducing new products, and another system for testing new advertising campaigns. A system for adjusting product pricing. A system for determining when and how long to offer limited-time-only menu items like the McRib. And McDonald’s systems are executed with the precision of a Swiss watch and multiplied consistently. Again and again.


These systems have made it possible for McDonald’s to expand to thousands of locations around the world, while offering their customers nearly identical experiences in each one.


The irony is that McDonald’s was originally built by two brothers who had no intention of franchising. It was only when Ray Kroc came along with the idea to franchise that the restaurant’s system was put to the test.


Franchising, when executed properly, is like a die-casting machine. Pump the molten metal into a mold cavity, and out comes a nearly identical part, time after time. As long as the machine remains in good working order and the materials used are the same (including capable and committed operators), the outcome is predictable. And while the mold for a franchise business will need to be modified to match changes in the marketplace, the principle remains the same. Consistent inputs lead to consistent outputs.


But before we talk about using systems to build your business, we should look at what holds back many business owners from fully capitalizing on their initial success.








the founder’s quandary



Regardless of what type of business you choose to run, it will always have one thing in common—you. So before we talk about the development of your businesses—or any businesses you have yet to open—we should start by better understanding a little about ourselves.


In 1942, Albert Camus wrote a philosophical essay titled “The Myth of Sisyphus,” which dealt with the absurdity of life. The essay hearkened back to the Greek myth of King Sisyphus, whose punishment in Hades was to push a giant boulder to the top of a steep hill, only to have it roll back to the bottom, where he would start his task anew, again and again, for all of eternity.


I would not argue that all of human endeavor is absurd, whether it is working for yourself or for someone else. There is always a world outside the workplace that can make your life worthwhile, and that can justify all your Sisyphean efforts. And there are certainly occupations that offer variety and fulfillment.


But a 2017 Gallup poll showed that only 15 percent of employees worldwide and only 30 percent of employees in the U.S. felt engaged at work. Some people who cited that study characterized it as “hating their jobs,” but I will not go that far. But many jobs lack the variety, creativity, flexibility, impact, or pleasant human interaction that we desire in an activity that will account for almost one-third of our lives.


If you go to work tomorrow feeling like you have to push that boulder up the hill again, know that there are alternatives that can change your life. And those alternatives, while they may involve risk, can be crafted to be exactly what you want them to be.


If you have already made the leap to small business ownership, you too may feel the weight of that stone on your shoulders every day as you get up to go to your newfound “independence.” Only you may feel even worse than your employed colleagues—who can at least walk away from the job they hate. Sure, when you first went into business for yourself, the thrill of business ownership was exhilarating. You could not wait to get to work each day. Each day was a new challenge to overcome, and for the most part, you met that challenge. But you found yourself so busy working on the day-to-day aspects of the business that you were unable to grow the business.


Perhaps you realized that to grow the business, you needed to hire someone to handle the daily tasks. But you also knew that hiring someone as good as you are would wipe out most (and perhaps all) of the profits you were currently enjoying from the business.


I call this the Founder’s Quandary. Think of it as a wire snare around your leg that prevents you from making any progress. You took a risk and made that initial investment in your business, and now the risk has paid off. But having rolled the dice and won, you realize (or perhaps you don’t) that you have to roll them again to get the business to the next level. You must take one step back (hiring someone and reducing your cash flow) so you can take two or more steps forward (working on growing your business).


But it is hard. The tendency when you are caught in a snare is to pull harder against the wire to try to get away—not to back up so that the noose loosens. And this is why the most difficult step for small business owners is often not building the first location (where they can be personally involved and leverage their own time and resources), but building the second one, where they are forced to take that scary step backward, walk away from their profits, and, for a second time, venture into the unknown.


But as an entrepreneur, you have no choice if you want to succeed. Having a single business that relies on you every day is worse than having a job, as you have likely figured out already. Unlike an employee, you cannot just quit, take a vacation, or leave your work at the office when you go home at night. You have to sweat every payroll. If a street closes or a bad story breaks or the wrong ordinance passes or the economy tanks, you could be left holding the bag. If your landlord decides to jack up your rent at the end of your lease, you could essentially end up working for them—or be forced to move on. Any equipment you buy depreciates every day. And your only chance to get out is to hope you can find a willing buyer—which may work out if your business is going well, but if the business is that dependent on you, the buyer will certainly take that into account in the sale price.


Go back to your boulder. Or take that one step backward.


But first, let’s look at what most successful small businesses have in common—and how systems helped them to become big businesses.








two steps forward, one step back



When you opened your first location, chances are it was built largely on sweat equity—and had your full-time attention to every detail. If something went wrong, you were there to fix it.


Over time, you became intimately intertwined with every aspect of the business. Instead of hiring an accountant, you worked the books. Instead of hiring a consultant to help you with pricing or managing inventory, you read books and searched the internet to learn how to do it. Instead of bringing a merchandiser or a designer onboard, you relied on your best instincts. And you learned you could save a lot of money by doing all this yourself.


Gradually, you began to realize some profits. Some of those profits you took in the form of a salary, and some of them were beyond the salary you might have taken had you simply gotten a job managing the location. That is the entire premise of opening a small business.


But now you want to expand, and you simply do not have any time. Gone are the 100-hour weeks you may have put in when you were first opening. But you are still working 60 to 70 hours every week doing everything the business needs. You are there to open in the morning and close at night. You are handling the accounting, hiring, managing, buying, payroll, human resources, billing, and collecting, all while developing and refining the business model. You do not have 170 hours every week to devote to everything that must be done to open a second location. And even if you did, your children are just starting to recognize you again, and you do not want to give that up.


In order to grow, you need to hire someone to help you. But when you do the math, between salary and benefits, you will need to spend perhaps two-thirds of your current six-figure income on a qualified manager—and it will take you months just to get them trained. So instead of making a salary and a nice profit, you will be counting only on the profit portion to pay your bills. And that might be less than you are paying your own manager! So you would be running the business, taking the risks, and working the longest hours—and you would not even be the highest-paid person on staff.


And this is where many new businesses stall. Instead of making the leap, they put it off indefinitely and go back to their Sisyphean routine. Go to the bottom of the hill. Push the rock up the hill. Go home. Start over. Ultimately, the excitement of the new business fades. You are no longer building—you’re grinding.


But if you go that route, you have created an enterprise with all the disadvantages of small business ownership—long hours, risk, stress, sacrificed family time and health—and, other than the financial reward, none of the benefits—independence, time, and the freedom to enjoy those financial returns. You have not built a business. You have created a high-paying job from which there is no escape.


Many entrepreneurs have come to me with “grinder businesses” just like this. And their pitch usually goes something like this: “I have a great business model, but I am burned out. I am not ready to franchise or grow it, but I’m sure that if someone else bought it, they could franchise it and be very successful. Do you know anyone who would want to franchise my business?”


They’ve all heard the story about how Ray Kroc approached the McDonald brothers, took the successful McDonald’s business model, and replicated it worldwide. If only they could find their own Ray Kroc, then someone else could take care of their expansion worries and they could get paid (hopefully better than the McDonald brothers made out with Kroc).


But the Ray Krocs of the world are few and far between. In the 60-plus years since Kroc took McDonald’s from a single-location startup to the world’s most iconic franchise brand, I cannot think of a single similar story of an entrepreneur who came into an existing business and began duplicating it on behalf of the business owner who ran it—at least not one where the business achieved any significant growth. And I certainly cannot think of any such example where the original owner did well as part of this grand plan.


At this point, many entrepreneurs resign themselves to the grinder existence they have created. They have walked away from the corporate world, with its perceived security, its regular paycheck, its pension plan, and its benefits. But they have their independence! Or as much independence as they can have while working 70 hours a week.


All because they did not understand the importance of taking one step backward to build their business. If these grinders could only take a break from their grinding, they could build the systems they need to get them to the next level. But because they are grinding away at their 70-hour “job,” they typically cannot find the time to systematize those things that others could do for them.


Businesses (and profitability) rarely grow in a straight line. They move forward and backward—the key to success is the long-term upward trend of the profit line.


When you invested in that first business, you likely risked a sizable amount of your time and personal wealth to do it, not to mention your career path in the corporate world. But if you are trapped in the Founder’s Quandary, you may feel unwilling to do so a second time.


My advice for anyone thinking about getting into business is to start with the understanding that business ownership is not about putting your chips on the table and rolling the dice once. It means you have to stand at the table all day, taking risks again and again. Put your capital on the line to build something, build it, and do it again. The risk doesn’t stop with the first win. The first win just gets you another throw of the dice.


The key to growth is your willingness to take one step backward so you can take two steps forward. Sometimes that means hiring a manager or another employee even if it will significantly diminish your profitability, so that you can work on replicating your success through expansion. Or it may mean outsourcing various jobs that you currently handle yourself—perhaps accounting, payroll, advertising, or other functions. Perhaps it means investing the money to create and codify the systems you have developed, so you can better replicate the business. Perhaps it means investing in the development of a formal franchise program.


Building these systems means that you will need to document how various aspects of your business work in enough detail that someone else can learn to perform those tasks. It means you need to develop training programs to teach someone to replicate that process. And it means you need to remove yourself from day-to-day operations to accomplish these tasks.


Each of these steps will cost you time, and none of them has an immediate payback. But if your long-term goal is to grow your business, your short-term strategy must be to make sure that the business can function without you, so you can work on business growth, not just on pushing the rock up the hill.


Unfortunately, that rock waits for no one—so if you don’t push it, who will? And so many of us return to the grind, day after day, hoping it will get easier, but knowing, deep down, that the only thing that will happen is that we will get older and wearier.








the trap of day-to-day complacency



As a kid, I used to go to a small grocery store named Santucci’s that was comparable to today’s modern convenience stores. The guy behind the counter, Mr. Santucci, would make you a sandwich to order and sell you whatever staples you needed. He was behind that counter, every day, for years. But Mr. Santucci did not seem very happy—at least, he did not seem happy to my 8-year-old self.


I expect Mr. Santucci made a decent living—at least one that exceeded what he could have made before he immigrated to the United States. But through the prism of more than 50 years later, it also occurs to me that he was trapped. He had made the decision to go into the convenience store business and, because the business relied on him, he had to live with that decision, essentially forever. And because he was a small business owner, if he ever did escape from the grind of Santucci’s, he would be walking away with a skill set and a resume that would have made him largely unemployable outside the convenience store industry.


If he had gotten a job, of course, he could have walked away. But Mr. Santucci had invested his life savings in the inventory on the shelves and signed leases that ran for many years. And (I am guessing here) I do not think he was making enough money to hire someone to run the location for him.


So Mr. Santucci came to work every day for a decade. Maybe two decades. I don’t remember him ever taking a vacation. Until one day he sold the business to Bill Basil and Santucci’s became Basil’s, and Mr. Santucci was never heard from again.


I don’t know for certain whether Mr. Santucci loved or hated the grocery business. But I can certainly envision a scenario where he would feel even more trapped than Sisyphus, going to the same “job” again and again, with no way to escape. Every day starting again with his boulder at the bottom of the hill.


A business like that could break a person.


So before you start to build your business, make sure you are not creating a prison from which you cannot escape. Build your business so it can run without you, so that even if you cannot sell it, you can walk away from its day-to-day obligations.


Nick Friedman, one of the cofounders of College H.U.N.K.S. Hauling Junk & Moving, tells a wonderful story about how he realized that he needed to work “on their business instead of in their business” their very first summer. He and cofounder Omar Soliman had a single junk removal truck at the time, emblazoned with their 800 number on the rear door. And, as one of the only two employees of the business, Nick routed the 800 number to his cell phone, so he could respond while driving from job to job. As he put it:




Four or five times that summer, I would get phone calls while we were driving complaining about the guys in the truck and their erratic driving. And I would have to tell the caller how I would tell them to be safer on the road. We probably had to fire ourselves three or four times that summer. We were burning out, until someone recommended Michael Gerber’s book The E-Myth Revisited, which talks about systems and working on the business.


After we read it, we just said, “Holy cow. If we are ever going to have another truck, let alone another location, we need to document how we are doing everything.” So we literally just started to make checklists: How do we drive the truck? How do we answer the phones? How do we wear the uniform? How do we load the truck? How do we document appointments? And these checklists were the foundations of how we would eventually expand—and eventually led us down the path to learn about franchising and to connect with iFranchise.





Some of our other clients had been succeeding despite themselves, and ended up finding this out the hard way. One client operated a hugely popular 24-hour diner that generated more than $4 million a year in cash sales. When they decided to franchise, they brought us in to document their operations and begin developing systems. As part of that process, one of our consultants, Joe Bargas, was working behind the “back of the house” during one shift. The restaurant had a line out the door. Over the course of an hour, Joe saw employees clocking in and eating lunch before starting their shifts; he spotted instances in which the cash register was not ringing and where palms were getting greased to get to the front of the line. And the banter that went back and forth about the relatively large lifestyles that some employees were leading left little doubt in Joe’s mind that these employees were helping themselves to more than an occasional free meal.


Later, after observing similar behavior on the night shift, Joe told the ownership group, which consisted of a family of six who had not worked a shift in years, that there was massive theft going on in their operation. He estimated they were losing at least $100,000 a year in sales. And because they had virtually no inventory controls, he felt it was likely they were losing more out the back door as well. The owners were almost ready to fire us on the spot, saying that these were some of their oldest and most loyal and trusted employees. But Joe challenged them to have just family work the restaurant for a week to see what would happen.


A week later, Joe got a call late one night from one of the owners. “You were wrong about the $100,000 figure, Joe,” he said. “It’s way, way more than that.” Their weekday average had increased by $1,000 per day, and their weekend average increased by $7,000 per day. By the time inventory losses were accounted for, their total losses were probably close to $1 million per year, without even accounting for the labor “theft” that was going on.


Needless to say, all the employees were let go and they began developing systems to keep close track of inventory and sales. They were lucky; the vast majority of businesses would have gone under, but the immense popularity of this location helped it survive despite itself. One other note: Six months after being let go, the store manager of the restaurant invested several hundred thousand dollars to open a competing location less than half a mile away. Some time later, a fire consumed that business, which was destined never to reopen—leaving one to wonder whether karma was at play or whether the new owners were simply happy with their insurance settlement.


And that story, perhaps as much as any I tell, reflects some of the fear that many entrepreneurs feel when it comes time to give up control. But the lesson is not that you cannot delegate. You have to give up control if you want to grow. But delegating does not mean simply hiring someone and letting them take charge. You need to take the time to develop your systems, checks, and balances before letting go, so you can ensure that your systems will achieve the desired end results. Only then can you delegate without fear.
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