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So you've decided to start a business. 
Maybe you have a brilliant idea, and 
you're trying to figure out if it's viable 

or not. Or maybe you're out of work, 
or just fed up with your current job, 
and looking for an alternative. 

Whatever the circumstances that have 

brought you to this point, the first 
question you need to ask yourself is, "Is 
owning a business right for me?" Are 

you cut out for entrepreneurship? Not 
everybody is. The rewards can be great, 
but so are the risks. And it will change 

your lifestyle in ways that you may not 
be prepared for.

Once you've decided to walk the 
entrepreneurial path, the next question 

to ask yourself is, "What type of 
business do I want to start?" There are, 
of course, thousands of choices. Even 

things you might think are out of your 
reach may not be. Short of something 
like pharmaceuticals that requires 

enormous research & development 
budgets, there are virtually no limits: 
automobile manufacturing, food 
products, import/export, and many 

others are open to even the individual 
entrepreneur. With an infinity of 
choices, how are you going to decide?
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FRANCHISING

Imagine that you're opening your own 
McDonald's. To do this, you have to buy a 
McDonald's franchise. In order to qualify for 

a conventional franchise, you have to have 
$250,000 (not borrowed). Your total costs 
to open the restaurant, however, will be 
anywhere from $685,750 to $1,504,000, 

which goes to paying for the building, 
equipment, etc. Forty percent of this cost 
has to be from your own (non-borrowed) 

funds.

You'll pay an initial franchise fee of $45,000 

directly to McDonald's. The other costs go 
to suppliers, so this is the only upfront fee 
you pay to McDonald's. Then, you'll go 
through a rigorous nine-month training 

period where you'll learn about the 
McDonald's way of doing things -- things like 
their standards for quality, service, value, 

formulas and specifications for menu items, 
their method of operation, and inventory 
control techniques. You'll have to agree to 

operate the restaurant from a single 
location, usually for 20 years, following their 
guidelines for decor, signage, layout and 
everything else that makes McDonald's 

McDonald's.

Once you've completed training and are 

ready to go, McDonalds will offer you a 
location they've already developed. The 
exterior of the building will be complete, 

but you will have to take care of interior 
additions such as kitchen equipment, seating 
and landscaping. You'll get constant support 
from a McDonald's Field Consultant, who 

can advise you on details and will visit 
regularly. You'll pay McDonald's a monthly 
fee of 4 percent of your sales, and either a 

flat base rent or a percentage rent of at 
least 8.5 percent of your sales. How much 
money you make depends on many things, 

including the location and its popularity, the 
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efficiency of your operating costs, and your 
ability to manage and control the business.

Think of franchising as paying someone for 
his or her business strategy, marketing 
strategy, operations strategy, and the use of 
his or her name. That's pretty much what 

franchising is -- you are establishing a 
relationship with a successful business so 
you can use its systems and capitalize on its 

existing brand awareness in order to get a 
quicker return on your own investment. 

You are using its proven system and 
name, and running it by its rules.

Are you still your own boss? In some 
respects, no. You still have to answer to 
someone else and follow his or her 
direction. You don't really own the 

business; you own the assets you've 
purchased in order to establish the 
business. 
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