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5 Sources of funding for your new franchise 
 
When planning to purchase a franchise, the first question that may come to mind 
is “How am I going to fund my new franchise?”.  Franchise Advisors are one of 
your best sources of information about the financing options available to you.  
While there are many funding possibilities out there, below are 5 very successful, 
yet not well known sources of funding recommended by Franchise Advisors. 
 
 
401K Savings 
 
One resource that is frequently missed when going over potential sources of 
funding for a new franchise is your existing 401K savings account.  If you’re 
confident the franchise you’re buying will provide you with the income you 
expected your retirement fund to provide, cover your expenses, and has great 
resale potential, this is an option you may want to explore.  There are several key 
factors to consider before making your final decision: 
 

Ø 401K retirement funds are typically only available when a person 
quits their current job or retires. 

Ø Retirement funds used before reaching retirement age (59 ½) will 
involve early withdrawal penalties and taxes to be paid. 

Ø 401K loans are required to be paid back within 60 days of leaving 
your job. 

 
If you’re comfortable using the funds from your 401K as a means to 
purchase your franchise, you should view the transaction as a reinvestment 
of the funds, and be sure to cover the above issues with your Franchise 
Advisor before reaching your decision. 
 
 
Home Equity Loan 
 
Though not commonly thought of as a funding source for new businesses, home 
equity loans are actually the most popular method used to secure business startup 
money.  The idea of borrowing against your home can be intimidating, but lending 
institutions and investors usually do expect the Franchisee to make a personal 
financial commitment of some kind. 
 
If you are a long time homeowner with more than 50% equity in your house, this 
may be a funding option you want to explore.  As long as you do not get 
overextended, the home equity can be a good place to provide some capital for a 
growing franchise. 
 
The best way to determine if borrowing against your home is a feasible option is to 
discuss all aspects with a Franchise Advisor.   
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High Limit Credit Cards 
 
Use of the available credit on your high limit credit cards is yet another, lesser 
known source of funding for your new franchise.  Though the cost of borrowing 
may be higher in the end, this funding option provides several benefits which are 
attractive to many business owners: 
 

Ø No collateral required 
Ø No financial statements or business plans 
Ø Flexible repayment options 

 
Many banks and financial institutions now offer business credit cards for just 
this type of purpose.  A Franchise Advisor can provide you with further 
information and assistance on this source of funding. 
 
Angel Investors 
 
An angel investor is a person who invests in a business venture, providing capital 
for start-up or expansion.  These individuals are looking for a higher rate of return 
than would be given by more traditional investments. 
 
To attract and sell an angel investor on your idea to open a new franchise, you will 
need to present them with your business plan and convince them what a valuable 
investment this would be.  Franchise Advisors can help you put together the 
necessary information for your presentation and offer guidance on the entire 
process. 
 
Loans from Friends & Family 
 
The people involved in your everyday life, your friends and family, are a valuable 
yet often overlooked potential source of funding for your new franchise.  Though 
you may hear a great deal of talk about angel investors as sources of equity 
financing, the main sources of equity financing for small businesses are friends 
and family. 
 
Chances are your family and friends will already be sold on the value of your plan 
to own a franchise, as they know you and believe in you, and are therefore often 
willing to provide a business start up loan or sometimes even a straight gift. 
 
Angel investors will expect a share of your franchise opportunity in return for 
equity financing.  This could involve a portion of the ownership, an active role in 
running the business, or both.  Though perhaps not what you originally 
envisioned, this type of trade off may be necessary to get your new franchise off 
the ground. 
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5 Priceless resources for finding the right franchise for you 

You have an idea of what you need to find in a franchise business to match your 
preferences and desires.  You have a picture of what the future will be like for you 
as a business owner.  Now you just need a process to investigate individual 
franchise opportunities and determine if they fit well into your plans.  The 
following are 5 priceless resources for finding the right franchise for you. 

 
Franchise Advisors 
 
Utilizing the services of a Franchise Advisor is by far the most priceless resource 
available to you in your quest to find the right franchise opportunity.  Below are 
the top 5 reasons most potential Franchisees seek the help of Franchise Advisors: 
  

1. Franchise Advisors save you time, money and potential aggravation. 
2. Franchise Advisor services are free to you, the potential Franchisee. 
3. Franchise Advisors provide the information potential Franchisees 

need to find the opportunity that fits their goals. 
4. Franchise Advisors already know many of the safest and most 

attractive opportunities in franchising, a task that can take months 
for someone outside the industry. 

5. Franchise Advisors have access to many excellent opportunities that 
you won’t find advertised on the Internet.  

 
 
Internet Research 
 
The Internet is another resource for finding the right franchise for you.  A simple 
search for anything related to franchise opportunities will yield a wealth of 
information from a variety of sources for you to review.  You will find online 
magazines specifically targeted to franchising, news articles on various topics 
related to franchising, informational sites with tips and ideas for franchising, 
numerous lists of available franchises with comparisons between them, Franchise 
Associations and more. Be careful to investigate information you find.  It is often 
negative rather than positive information on companies that makes its way onto 
the Internet.   
 
 
Online Discussion Forums and Chats 
 
In addition to the abundance of Internet websites you can explore for information 
on finding the right franchise opportunity, many potential Franchisees also turn to 
online discussion forums and chats.  Unlike standard web sites that offer facts, 
comparisons and articles for you to review, the online forums give entrepreneurs 
the opportunity to interact directly with franchising experts and Franchisees.  Most 
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chat sites allow you to read through the history of questions and answers on a 
wide variety of topics in each forum, or you can sign up as a member to post your 
own questions and participate in the discussions.   
 
 
Existing Franchises 
 
Another valuable source of information for any franchise system is the existing 
Franchisees. Though you want to find the overwhelming majority of Franchisees to 
be happy and supportive of the Franchisor, it is important to try to find an 
unhappy Franchisee during your investigation. When you do, not only listen to the 
complaints but also try to determine what makes this Franchisee different from the 
rest. If you find you identify with the positive ones and feel the negative 
Franchisee is not at all like you, then you should be fine. If you find that you are 
more like the person who is unhappy however, this is probably not the right 
franchise for you.  
 
 
FDD Franchisor Disclosure Document 
 
The Franchise Disclosure Document, commonly referred to as the FDD, is the 
Federal Trade Commission mandated disclosure document that provides a wealth 
of information about the Franchisor. The form and composition of the document is 
standard with any Franchisor and must include information on a variety of topics 
of interest to you. 

You should carefully review the FDD document and note any questions or issues 
that the material raises for further discussion with the Franchisor. You may also 
consider outside advisors to review material you do not understand.  This is an 
area in which assistance from a Franchise Advisor is an invaluable tool. 
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5 Questions you must ask any Franchisor before you buy 
 
Once you have identified one or more franchise opportunities that interest you, 
there are several key issues you should clarify with the Franchisor before making 
the final decision to buy.  Franchise Advisors suggest these 5 must-ask questions 
for any Franchisor before you buy. 
  
 
How long is the training period? 
 
Training periods and structure will vary greatly from Franchisor to Franchisor so it 
is important to determine how well the initial training programs and support will 
prepare the Franchisee for opening and running their business, and how much 
preparation time you will need to invest prior to opening your doors. 
 
 
What financial obligations exist beyond the initial investment?  
 
Virtually all Franchisees will have some type of financial obligation to the 
Franchisor beyond the initial investment.  It is imperative to find out before you 
buy what these obligations are so you can take the total costs into consideration 
and determine how much working capital you will need down the road. 
 
 
What kind of advanced training or ongoing support is offered? 
 
Most Franchisors offer some kind of ongoing training and support once your 
franchise has opened its doors.  Franchise Advisors recommend finding out exactly 
what types of training and support are available, if the ongoing training is required 
by the Franchisor, what level of staff is allowed to take advantage of the training 
and support, and if this training and support is covered by your franchise 
agreement or requires additional fees to complete.  You want to know how 
effective the ongoing support services of the Franchisor are in terms of helping 
Franchisees deal with the problems that come up in the operation of their 
business.  
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What assistance does the Franchisor provide? 
 
Most Franchisors offer some form of assistance to their Franchisees.  Before 
buying, Franchise Advisors suggest you determine what assistance the Franchisor 
will provide. 
 

ü Do they assist with training, store design, location construction, site 
selection, and feasibility studies? 

ü Do they have any access to demographic studies to get an understanding 
of the audience within the market area? 

ü Does the Franchisor offer any form of financing?  
 
 
What can the Franchisor do for you that you cannot do yourself? 
 
The final step in questioning the Franchisor is to ask what they can do for you that 
you cannot do yourself.  They now have the chance to illustrate the benefits and 
services their franchise has to offer and convince you of their worth as opposed to 
some other franchise opportunity or even going into business on your own. 
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5 Questions you must answer before a Franchisor will talk to you 
 
The Franchisor is going to want to know more about your financial status, 
experience and general background.  If the Franchisor doesn't ask these questions 
or show any interest in your previous background that should be a danger signal 
to you.  When they do ask you questions regarding these topics, however, don't 
feel they are prying into your personal life - they aren't - they're just protecting 
the interests of the franchise. 
 
 
How much capital do you have to invest? 
 
One of the first things a Franchisor will want to know is how much capital you have 
to invest in your franchise.  This is obviously a key factor in determining whether 
or not you will be able to purchase their franchise.  Often times a Franchisor offers 
different levels of investment so your available capital would determine which 
franchise package works best for you. 
 
 
How many liquid assets do you have? 
 
Don’t be surprised if the Franchisor’s questions include detailed inquiries into your 
finances.  A Franchisor will want to know about your personal assets because they 
want to make sure you have a fall-back position to carry the business in case it 
runs into financial difficulty.  You may also be asked about your spouse’s financial 
situation.  Again, the Franchisor wants to be sure that both of you are prepared to 
make the financial commitment necessary to start and run the franchise 
successfully.  
 
 
Are you interested in pursuing a particular field? 
 
Franchisors will ask about your experience, background, and aspirations to help 
them determine whether or not you’re the kind of person they feel will be able to 
run the business successfully and fit into the franchise model.  Your interest in a 
particular field, especially one that relates to their franchise, may be an assurance 
to the Franchisor of the likelihood of you successfully operating the franchise. 
 
 
Do you want a part-time or full-time opportunity? 
 
Some franchise opportunities allow the Franchisee to have a passive ownership, 
hiring staff to run the business, while others require the Franchisee to be onsite 
and personally manage the business themselves.  Your desire to work part-time or 
full-time may be a determining factor in deciding if this particular franchise will be 
a fit. 
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Will you be happy operating the business for the next 5, 10, or 20 years? 
 
The Franchisor will continue to explore your level of interest, commitment and 
suitability.  Your long-term goals and plans will be of import to the Franchisor as 
the ideal Franchisee is one who will make a long term commitment and 
demonstrates the desire and ability to build a successful franchise. 
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5 Reasons you may not want to work directly with the 
Franchisor in the beginning 
 
When searching for the ideal franchise opportunity to fit best with your 
goals, you will come across many franchise options that could work for 
you and just as many that will not.  You are looking for the perfect 
franchise for you, while Franchisors are looking for the perfect 
Franchisee for their franchise.  With these different motivations, 
working directly with the Franchisor may not be beneficial for you at 
this stage.  Here are the top 5 reasons you may not want to work 
directly with the Franchisor in the beginning. 
 
 
Franchisors only have their franchises in mind 
 
Franchisors only have their franchises in mind and can therefore only 
provide you with details on their particular franchise opportunity.  If 
this is the only data you receive, you are likely missing out on some 
very valuable information.  Franchise Advisors have a wider view of 
the market and can offer a variety of franchises to provide you with 
the most options to choose from. 
 
 
Franchisors can be very aggressive 
 
The role of the Franchisor in this context is similar to that of a 
salesman, so in presenting the franchise opportunity Franchisors can 
be very aggressive.  A forceful sale pitch is not what you need at this 
early stage – you need as much factual information as possible to 
make your decision.  Franchise Advisors will provide you with the pros 
& cons of the franchise opportunity and are able to take an unbiased 
approach to helping you achieve your goals, never trying to “fit a 
square peg in a round hole”. 
 
 
Franchisors are often overloaded with requests 
 
Popular Franchisors receive hundreds of requests for information each 
week – far too many to process - and are therefore often overloaded 
with requests.  They don’t intend to be unresponsive, but they are ill-
prepared to field every request and often have very long response 
times.  Franchise Advisors raise your visibility and credibility.  Allowing 
a Franchise Advisor to introduce you to franchises ensures that the 
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franchises view you as pre-qualified.  In essence, you are moved to 
the front of the queue. 
 
 
Franchisors assume you are interested in their franchise 
 
Franchisors can not take the time to review your qualifications, assess 
your level of interest and determine what franchise would be a perfect 
fit for you before providing you with information on their franchise.  
From the beginning Franchisors assume you are interested in their 
franchise and will proceed accordingly.  After investing a lot of time 
into a particular franchise opportunity, you may discover it is not the 
right one for you after all.  Franchise Advisors will save you time, 
money and potential aggravation by only selecting good fits for you to 
review and only putting you in touch with franchises in which you are 
truly interested. 
 
 
Franchisors want to sell their franchise 
 
As noted earlier, the role of the Franchisor in the early stages is much 
like that of a salesman and their goal is to sell their franchise.  
However, you are not just looking to invest in any franchise 
opportunity that sounds good; you are trying to find the opportunity 
that fits your goals.  Franchise Advisors will help you find a franchise 
that is right for you, helping you define your qualifications so that you 
don’t waste your energies on franchises that are not right for you or 
that you are not qualified for.  Franchise Advisors are also able to 
provide valuable insight on franchises that you might have not found 
on your own. 

Once you have finished your investigation you should have all the 
information you need to determine if a franchise is right for you.  It 
either is or it isn't, and you'll know which it is.  In either case, it is time 
to make a decision and move on.  Use the model you developed for 
yourself to evaluate what you wanted in a business. Don't settle. If 
this company has everything you wanted, do it.  If it doesn't, eliminate 
it and go to the next one. 

When you are ready to start exploring a franchise business, 
please call us at (760) 230-2827 or visit our website at 
www.mvisionfranchise.com 


