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Summary 
 
 The Center for Family Life, a Brooklyn non-profit that develops immigrant worker-owned 
businesses, is embarking on an ambitious venture. The Center is incubating a new social franchise 
cooperative called Coopportunity which knits together the worlds of worker-centered social justice 
and the universe of commercial franchising with the goal of building a model that can scale with 
impact.  Drawing on a broad range of qualitative interviews, this study explores specific elements 
of this new model in-depth, including territory formation and data benchmarking.  It also examines 
business models, marketing, legal considerations and management practices.  This research 
examines the strengths and tensions of the franchise sector and explores the world of social 
franchising and cooperative alternatives.  It presents information and recommendations to inform 
the development of the Center’s model, and lays out lines for future research. 
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1.0 Introduction  
 
1.1 Background 

 

In 2006, an organization deeply embedded in a diverse immigrant neighborhood in South 

Brooklyn, NY took a great leap.  At the time, the settlement house, the Center for Family Life 

(CFL), provided a range of traditional social services including afterschool programs, summer 

camps, family counseling, a food pantry, and an employment program.  CFL had been active in 

the community since 1978.  However, in the mid 2000s, there was a growing population comprised 

largely of immigrant women that couldn’t access the jobs offered in the employment program 

owing to substantial barriers to employment.  These women, who often faced wage theft, 

humiliation and even abuse in their jobs, demanded an alternative that could work for them.  After 

seeing other successful examples, CFL decided to take the leap into creating worker-owned 

enterprises in its neighborhood.1  A population of mostly low-income women of color wielded 

these worker-owned cooperatives to convert exploitative, badly-paid work into living wage 

livelihoods with dignified and secure working conditions.   

Just over a decade later, what started with one extraordinary cleaning cooperative2 has 

grown into a social business incubator that has developed to date 18 worker cooperatives with a 

total of 450 members, 78% of which are still in operation.  Currently CFL works with 12 

cooperatives with 215 members, along with 3 second-level cooperatives. The cooperatives mostly 

operate in the home service industries of cleaning, childcare, home care, and pet care, but also 

include office cleaning, tutoring, and handy work and maintenance (Isreeli, 2017). Over the 11 

years in operation so far, these businesses have generated over $7M in income.  Members of these 

                                                
1 Examples included the Californian cooperative incubator WAGES, now Prospera: http://prosperacoops.org/ 
2 Si Se Puede! Women's Cooperative, We Can Do It! www.wecandoit.coop 
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cooperatives earn an average above $18/ hour, share in annual profits, work with contracts 

protecting against wage theft, and enjoy flexibility in setting their own schedules, allowing them 

to spend more time with their families.  Many also emphasize the impact of the tremendous 

leadership development experience of learning to run their own collective enterprises.  They also 

highlight the social supports that come from being a part of a community of women from similar 

backgrounds, many of whom are single mothers and/or survivors of domestic violence (Center for 

Family Life, n.d.).   

Individuals members talk about their personal transformation within the coop. One worker 

owner reports that she was stuck in a downward cycle of extremely low self-esteem, poor health 

and isolation before joining a nanny cooperative. She barely left her house or spoke to strangers, 

and was unable to work.  When a friend convinced her to apply to join the cooperative, she began 

to come out of her shell and connect to the other women in the group.  She slowly found that her 

ideas mattered, and found her voice. She rose to become a leader in the group of 40.  She has now 

served in the highest leadership positions on the cooperative’s board several times, makes public 

presentations about her business, and serves as a mentor to new members.  She earns enough to 

support her family, and has highly satisfied and loyal clients.  She is now interested in considering 

how the cooperative can grow and scale its experiences (personal communication, January 10, 

2016).  

The Center employs a relatively “high touch” cooperative incubation model. The Center 

selects the industry, recruits and trains the members, and provides ongoing consultation geared 

towards creating economically self-sufficient, member-run cooperatives within 5 years, although 

the average cooperative has not completely met these goals within this timeframe.  Up until 2016, 

this had been a somewhat “boutique” process for each cooperative with a heavy emphasis on 
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training and group formation, and a good deal of time spent in service selection, name selection, 

design of marketing materials, website creation, and the creation of operations protocols.   

Starting in 2015, the Center began to research replication models to bring these 

cooperatives to scale. Its staff found inspiration from the Teamworks Development Institute’s tools 

for expanding the cleaning cooperative model. They studied the dense systems and structures of 

inter-cooperative supports in the cooperative giant, Mondragon Cooperative Corporation. They 

examined the Arizmendi Association of Cooperatives in California’s Bay Area which describes 

itself as an “upside down franchise” composed primarily of bakeries.  This led CFL staff to further 

explore the world of franchising, including the attendance of the massive International Franchise 

Expo in New York City (Center for Family Life Cooperative Development Program, 2017).3 

In this research, the Center identified efficiencies of scale that may be captured in a growth 

strategy, particularly: 

• shared back office services, particularly in customer service 
• common protocols and best practices in business incubation and operations 
• more effective marketing including a shared brand and the development of more effective 

and competitive customer channels  
(Center for Family Life Cooperative Development Program, 2017) 
 
At the same time, the staff began to transform the incubation model to prioritize political education, 

strengthen leadership development and accelerate the cooperative development process.  They 

adopted a new “trampoline” incubation model (see Appendix 1) that pulled together these 

elements.  

                                                
3 https://www.teamworksinstitute.org/, http://arizmendi.coop/, https://www.mondragon-corporation.com/en/, 
http://www.ifeinfo.com/   
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Based on this work, CFL landed on incubating a social franchise cooperative to scale its 

efforts.  This work developing this model has been supported by a variety of private and public 

sources.4 This model pulls together many elements as shown in Figure 1 below.    

Figure 1: CFL’s Cooperative Franchise Initiative 

 

Source: Center for Family Life Cooperative Development Program 2017 

                                                
4 These include the City of New York, Surdna Foundation, Robin Hood Foundation, the Staten Island Foundation 
and the New York Women’s Foundation 

Carroll	Gardens

Coopportunity
501c3

Port	Richmond

Location	3

Upper	
Manhattan

Location	3

Location	2
Industry Node

Industry Node



 10 

First and foremost in this structure are the base cooperatives. Up to now, CFL has incubated 

two social franchise cooperative concepts, a cleaning service called Brightly which currently has 

two operational cooperatives, and a nanny service called NannyBee with one operational 

cooperative.5  With the assistance of franchise consultants, CFL also has developed an operations 

manual for each of these brands.  These cooperatives provide high quality services to their local 

markets while providing living wage, dignified work to workers who face barriers to employment. 

As shown, these cooperatives operate on an adapted hub and spoke model.  

Each local base cooperative is incubated by, and connected to, a central entity, called 

Coopportunity, in partnership with a local host organization that can liaise with local workers and 

provide onsite supports.  Coopportunity, which was recently legally incorporated, is a 501(c)3 

organization that operates simultaneously as both a franchisor and a second-level cooperative, and 

owns the brands for both industries.  It also provides services to the franchisee cooperatives in 

exchange for a percentage of their revenue, currently set at 5%.  The decision to structure 

Coopportunity as a 501(c)3 is so that the entity can pursue its social purpose and to be able to 

receive philanthropic funding. The local Brightly and NannyBee cooperatives will have a 

dedicated minority number of seats on the board Coopportunity.  The majority of seats are reserved 

for outside experts who can help grow the system.  The current founding board is comprised of 3 

experienced Spanish speaking members with years of experience in cleaning cooperatives, 

cooperative finance, and immigrant cooperative development (Center for Family Life Cooperative 

Development Program 2017, M. Bautista, C. Zuckerman & R.Isreeli, personal communication, 

June 20, 2018). 

                                                
5 https://brightly.coop/, https://nannybee.coop/ 



 11 

Additionally, also over the past two years, the Center has developed a client-facing app 

called Up & Go that allows for the cooperatives to effectively compete in the increasingly crowded 

digital market for home services.6  The app heavily overlaps with the social franchise concept and 

is also a second-level cooperative (J. Jean-Francois., M. Bautista, C. Zuckerman, M. Berlin, & S. 

Morse, personal communciation, October 17 2017). 

Early indicators of the impact of these new tools and models are very promising.  One 

estimate of the average length of time the it takes for a cooperative to go from their first training 

to launch shows a reduction of 34% from standalone cooperatives to franchised cooperatives (from 

10.4 months to 7).  Another analysis compares the first franchised cooperative, Brightly Port 

Richmond, to previous standalone cleaning cooperatives incubated by CFL.  This analysis finds 

that the franchised cooperative began to earn income 30 – 42% earlier than the standalone 

cooperatives (3 – 5 months). Furthermore, Brightly Port Richmond’s total income in the 12 months 

following its first training was 80% – 11500% higher than its standalone counterparts.  As a 

testament to its effect, the overwhelming majority (91%) of Brightly Port Richmond’s jobs in this 

first year came either directly or indirectly from the Up & Go platform (analysis based on R. Isreeli 

& C. Zuckerman, personal communication, June 22, 2018).   

 One of the factors influencing the financial sustainability of this venture is its elevated costs 

compared with traditional franchises in the same industry. For example, in terms of the field staff 

to franchisee ratio, CFL currently averages roughly 1:3, whereas some estimates of the industry 

standard for franchisors range from 1:10 – 1:50 (Gehrke, 2014).  However, according to financial 

models created by a team of American Express consultants, the CFL franchise coop model can 

break-even by year 10 with 8 replicated coops.  Growing from a model that has always relied on a 

                                                
6 https://www.upandgo.coop/ 
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philanthropic subsidy, the prospect of a completely self-sustaining enterprise opens the doors to 

many possibilities (Center for Family Life Cooperative Development Program, 2017). 

 
1.2 Research Problem 
 
 

While the Center’s original incubation model has been very effective on many fronts, as 

discussed above, it was not originally designed for scale.  This is a problem of the cooperative 

sector in general.  “We know that we have a better way of doing things. For example, there’s no 

reason cleaning coops shouldn’t represent the biggest sector the market, they do the best quality 

work, are the most socially responsible, and have thousands of satisfied customers” says CFL’s 

Cooperative Development Program’s Maru Bautista. “Yet for example here in New York City, 

cleaning cooperatives only make up less than 1% of the total market.”  There is abundant demand 

for growing this model both on the worker “supply” side as well as the client “demand” side, that 

remains unmet by current cooperative capacity.  As an example, the larger cooperatives with well-

established client bases and reputations in the community routinely receive 100-250 applicants 

every time they open their doors to new membership (cleaning cooperative leader, personal 

communication, November 12 2017). In a country with over 43 million immigrants, and in a home 

service industry where 46% of the workforce is composed of immigrants who often face wage 

theft and exploitation, this model potentially has great growth potential (Center for American 

Progress Immigration Team, & Nicholson, M. D., 2017, McCarthy, 2017). 

The problem that CFL has faced in the development of these models is the lack of clear, 

detailed growth paths to follow as they attempt to bring this new model to the world that is 

simultaneously worker-centered, politically aware, and scale oriented. As mentioned above 

they’ve had ample sources of inspiration, but in many cases, have had to piece together the details 
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of the model as it emerges, an approach they describe as “building the rocket ship as it flies” (J. 

Jean Francois et. al., personal communication, October 17, 2017).  Areas of research that staff 

identified as needing particular investigation include strategies around territory creation, data 

benchmarking, which form the core of this body of research. 

 
1.3 Objectives 
 
 
 The general objective of this research is to analyze the social franchise cooperative 

structure of Coopportunity to create a scalable model of worker-centered enterprise to inform its 

continued development.  The specific objectives are: 

• to examine the social franchise experience and its applicability to the model 
• to study, explore and develop recommendations related to the division of territories and/or 

service areas  
• to analyze best practices for data benchmarking and make recommendations for their 

implementation 
 
Studying and developing CFL’s social franchise cooperative model is useful not only for 

the organization and the cooperatives and workers it supports directly, but also has a broader 

impact.  If successful, this model could provide a powerful structure to a host of actors across the 

country that include worker’s centers, social justice organizations, cooperative organizations, 

social movements, foundations, small business development organizations, social welfare 

organizations, and municipal and state governments.  It could provide a transformative opportunity 

to thousands, of low-wage workers.  This model also has the potential to expose the varied actors 

in the world of franchising to an alternative way to apply their tools, and to become a unique 

domestic example of a social franchise.  Even if not successful, this model will generate substantial 

learnings for the actors named above about enterprise development from a worker-centered 
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approach, and about attempting to scale economic democracy that is driven by workers too often 

left out of the equation. 

 
1.4 Methodology 
 
 

Both academic and popular research was carried out to inform the study in the areas of 

transaction cost theory, the social franchise sector, franchise territory structure, and data 

benchmarking.  Qualitative interviews with relevant experts and actors in the cooperative and 

franchise communities further enhanced this research. As summarized in Figure 2 below, from 

October 2017 to January 2018, qualitative interviews were carried out with 27 interviewees, 1 from 

a cooperative background, 22 from a franchise background (commercial and social), and 4 from a 

cooperative/franchise background. Additionally, 10 meetings, calls, and gatherings were attended, 

9 in the cooperative sector, and 1 in the franchise sector.  These calls and gatherings provided 

additional depth of information. 

Interviewees in the cooperative sector were selected for their connection to the 

Coopportunity project and the cleaning and childcare industries.  This included the CFL 

cooperative developers working, and worker owners in the different Brightly and Nanny Bee 

cooperatives, in addition to worker owners from established cleaning and childcare cooperatives. 

Franchise sector interviewees were selected for their expertise in social franchising, territory 

development, and data systems. Commercial franchisees were specifically recommended by a 

franchise developer in the one of leading franchises in the cleaning industry.  

Interviews were carried out in person in the New York/ New Jersey area, and over the 

phone.  Interview questions were customized to interviewee areas of expertise. Interviewees were 

selected based on relevance to the model and experience level.  
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Figure 2: Summary of Qualitative Interviews 
 

Category Description 
Number of people 

interviewed / 
events attended 

Cooperative 

Meetings	with	cooperative	developers	 5 
Calls/	gatherings	with	workers	in	
franchise	coops	 3 

Worker	owner	leader	 1	
Conference	 1	

Franchise 

Commercial	franchise	consultants	 6 
Commercial	franchisors	 5 
Commercial	franchisees	 3 
Social	franchisor	 2	
Franchise	technology	vendors	 2 
Social	franchise	consultant	 1	
Commercial	franchise	developer	 1 
Commercial	franchise	expert/	academic	 1 
Commercial	franchise	lawyer	 1 
Commercial	franchise	gathering	 1	

Cooperative / 
Franchise 

Cooperative/	franchise	consultants	 2 
Cooperative/	franchise	lawyers	 2	

Total	 37	

Source: Created by author  

2.0 Conceptual Framework 
 
 
 Transaction cost theory in Economics provides a relevant basis to understand the 

conceptual framework in which the Center is developing these replication models.  Transaction 

cost theory has been developed by a line of economists stretching from Ronald Coase (1937) to 

Oliver Williamson (1975) to Douglass North (1992) and beyond.  All three of these economists 

won a Nobel Prize for their work in this area.  These economists lay out transaction cost theory as 

the underpinning of a school of thought known as new institutional economics, which stands in 

contrast to neoclassical economics.  Neoclassical economics approaches the firm in its productive 
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function, while new institutional economics sees the firm as a governance structure (Rindfleisch 

& Heide, 1997).  New institutional economics specifically identifies three kinds of governance 

structures: market, hierarchy (firm) and hybrid, each with different transaction costs (Huang, 

2008).   

These theories offer a way of explaining firm’s governance decisions, particularly when it 

comes to decisions around “make versus buy” or internal versus external growth.  Transaction cost 

theory explains the calculus firms make when deciding whether to perform a transaction in the 

market, as neoclassical economics would prescribe, or to perform it internally, which may be less 

efficient, but in the face of high transaction costs, totally logical (Huang, 2008).  

A large focus in transaction cost theory rests on the analysis of costs of exchanging 

resources with the greater environment (i.e. buying from and selling to other firms) versus the 

bureaucratic costs of transacting within a firm.  As Erik Mooi summarizes, “the basic argument of 

transaction cost theory is that firms economize on costs by choosing a form of governance that 

minimizes production and transaction costs.”  North indicates that transaction costs make up a 

substantial percentage of GDP, estimated to be as high as 45% in 1970.  Transaction cost theory 

is often used in analyzing the options for external growth and cooperation that a business faces 

including outsourcing, franchising, and minority ownership (Kereitsu Model) (Fotis & Zevgolis, 

2016).  

Williamson built on Coase’s original idea that transaction costs could make firms logically 

“make” a resource internally rather than “buy” it through the market by identifying the factors that 

influence a transaction’s cost. He divided these into direct costs related to managing a relationship 

and the opportunity costs of making a potentially inefficient decision.  These elements depend on 
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behavioral assumptions (bounded rationality and opportunism) and dimensions of the transaction 

(asset specificity and uncertainty) (Williamson, 2002).   

Bounded rationality refers to the fact that decision makers will not be able to make perfectly 

rational decisions when deciding how to complete an exchange given their limited ability to 

compute information and limitations to their communication.  Transaction cost theory recognizes 

the rational tendency towards opportunism in market exchanges (i.e. deception, guile) and 

considers that firms will calculate the likelihood towards foul play within an organization to be 

lower than in a market transaction.  Another element is the asset specificity, which refers to how 

special and difficult to reproduce the asset being exchanged is, or how difficult it would be to 

replace.  This becomes an issue of safeguarding the asset. Finally, uncertainty, be it environmental 

or behavioral, increases transaction costs (Rindfleisch & Heide, 1997). 

North further developed Williamson’s analysis with four key factors that influence 

transaction costs.  First is measurement – defining the dimensions and details of the unit around 

which the transaction revolves.  The more difficult a measurement, the higher the transaction cost.  

These definitions are critical for considering the specificity of the asset being exchanged.  

Similarly, the more specific the asset, the higher the costs of exchanging it on the market, and the 

more likely that the transaction will occur within the firm.  The second element is the size of the 

market.  North posits that when transactions occur in a small market between actors bound together 

by kinship, friendship, repeat dealings, and trust, transactions costs are limited.  He notes that in 

the face of large markets and impersonal relationship, contracts, which can never fully encapsulate 

all aspects of a transaction, will become increasingly complex, specific and costly, again driving 

transactions inside of bureaucratic firms rather than to a potentially more efficient market.  In order 
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for an impersonal market to succeed given the heightened transaction costs, an effective 

competitive market needs to exist (North, 1992).  

The third transaction cost factor is enforcement. Building on Williamson’s work on 

opportunism, North notes that the level of policing and enforcement to prevent this behavior across 

the economy must be adequate to ensure trust in the system and lower this cost (Powell, 1990).  

Linked to enforcement, the final factor that influences transaction costs under North’s analysis is 

ideology in so much as the actors involved in a transaction perceive the “rules of the game” to be 

fair or unfair (1992). 

Of the three types of entities in transaction cost theory: market, hierarchy (firm) and hybrid, 

franchises fall into this latter hybrid category.  The relationship is similar to a market-based one in 

that it is motivated by economic self-interest, it centers on a contract between two independent 

entities (franchisee and franchisor), and each party has access to courts to resolve disputes.  It is 

also like a hierarchical (intra-firm) relationship in that it centers on a very specific asset (the 

trademark), it desires to be long-term, and in that it anticipates division of tasks and disturbances 

(Williamson 1975, 2002).  The hybrid combines these elements (Huang, 2008).  

 Franchises are interesting hybrid business entities that attempt to simultaneously take 

advantage of both national economies of scale while also playing up their identities as “local 

businesses”. The economies of scale of a franchise system tend to center around collective 

purchasing agreements, marketing campaigns, and operational protocols. Key to the franchising 

model is a tension that comes with standardization to create a strong consistent brand image 

without stifling local innovation and entrepreneurialism (Chiou & Droge, 2015).  
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3.0 Development 
 
3.1 The World of Franchising  
 
 
3.1.1 Franchising Strengths 
 
 
 In the business universe, when a good idea finds that its time has come, there are many 

ways it can expand out into the world.  It can grow internally to become an ever-larger entity, 

potentially with a series of chains.  It can pursue joint-ventures, partnerships and affiliations.  It 

can license its name without substantially controlling its licensees.  Or, it can create a franchise 

driven by local entrepreneurs executing turnkey business concepts under a common brand, and 

sending royalties back to headquarters (McBride, 2017a).  A franchise is essentially defined by 

three elements: trademark, significant operating control/ assistance and payment which franchising 

consultant Mark Siebert boils down to the following “tests”: 

1. The franchisee uses the franchisors name 
2. The franchisee uses the franchisors systems of operations 
3. The franchisee pays the franchisor fees (2016). 

 
The decision on what scaling model a business will employ will be governed in part by the 

factors key to transaction cost theory outlined in the Conceptual Framework above.  Julie McBride, 

franchising expert, notes that, for example “you don’t see any French restaurants being franchised 

because it’s too complex, a French chef has to spend many years in culinary school, you can’t 

quickly teach someone how to prepare French food, whereas it doesn’t take much time to teach 

somebody how to grill a hamburger” (2017a).  What McBride describes is the specificity of the 

asset being exchanged, in this case, the specific human capital involved in preparing different kinds 

of cuisine. The human capital asset to make a French restaurant succeed is much more specific 

than the hamburger stand, which drives up the transaction cost of scaling, which means that scaling 
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will be pushed inside the firm rather than into the market.  The hamburger-stand human capital, 

on the other hand, is sufficiently generic, involving a lower transaction cost that will move the 

scaling decision towards a hybrid structure such as the franchise, one step closer to the market. 

In the world of franchising, many claim that the structure is superior to other forms of 

expansion. Franchise expert Michael Seid writes:  

when a franchise system is well designed, structured and managed, it has an unparalleled 
capability to deliver products and services consistently, sustainably and at a lower cost of 
operations than other methods of product and service distribution (2017). 

 
McBride elaborates that the driver behind this phenomenon is the fact that the “original 

concept owner” can get access to human and financial capital without diluting her own equity, and 

achieve faster market penetration and create more brand awareness than she could do alone.  

Furthermore, McBride continues, franchising more successfully enables a growing company to 

effectively adapt to local markets because franchisees have critical local contacts and context. 

Additionally, as expert franchisor Peter Holt echoes in the Analysis section below, McBride cites 

the superior drive of franchisees to achieve performance standards over salaried employees. 

Finally, McBride emphasizes the efficiency achievable in franchise systems where the larger the 

network grows, the lower the unit costs fall (2017a).   

One example that highlights these success factors at play is that of Massage Envy, a 

business that in 2001 had one successful store operating in Phoenix, and little capital to expand 

into what was threatening to become a very competitive market.  Four years later, thanks to a 

highly successful franchising strategy, Massage Envy had sold 720 franchises, 300 of which were 

open.  The cost of this expansion, $300,000, by comparison would have only permitted them to 

open 2 company owned stores.  The founder later sold the franchise for nearly $100 million, and 

it went on to grow past 1000 franchisees (Siebert, 2016).       
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From the franchisee perspective, the level of guidance and support with the “business in a 

box” franchise format is very attractive to some people interested in small business ownership but 

daunted by the prospect of starting from scratch.  One successful cleaning franchisee grossing over 

$7 million/ year with over 23 years in business spoke to his reasons for selecting the franchise 

model for his energies:  

I wanted to work for myself.  Working as a CEO you are beholden to shareholders and a 
board.  I went into franchising because I don’t think I’m creative enough to come up with 
my own idea.  I don’t consider myself an entrepreneur, I’m just a good operator (personal 
communication, November 7 2017). 

 
Franchisors usually offer a suite of services to franchisees.  These may include the following as 

seen in Figure 3.  As one franchise developer noted, with a franchise “you’re in business for 

yourself, not by yourself” (personal communication, October 23, 2017). 

 
Figure 3: Services Often Offered by Franchisors 

• Trainings 
o Operations manual 
o Hard skills of the industry/ business model 
o Have new franchisees “intern” at established franchisees 
o Hiring 
o Training for employees 

• Start-up support 
o Support creating business projections (pro forma) 
o Support with siting 
o Support setting up operation systems 
o Dedicated field staff consultant who checks in regularly for support and compliance 

• Group purchasing 
o Adding value to supply chain: passing on discounts for bulk purchases/ access to 

supplies that aren’t available on the market 
• Marketing (usually in exchange for 1-5% of gross revenue fee) 

o Higher level campaigns  
§ National, regional, internet, television, radio, etc. 
§ Centralized social media accounts with constant content that franchisees 

can share locally 
o Support with local franchisee marketing 

§ Help create annual marketing plan with best practices 
§ Provide ongoing support with plan  
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§ Provide easily-fillable templates for marketing collateral  
§ Connection with discounted vendors including printers, ad carriers 

• Annual conferences 
o Often used to launch new initiatives, recognize high performers, connect 

franchisees and raise energy 
• Technology/ software development (often in exchange for $150-300 monthly fee) 

o Often includes Customer Relationship Management, Point of Sales, and more 7  
o Create invoices, estimates, receive payments, interface with accounting software 
o Hiring management tools 
o Tablet field technology for franchisee employees to use to increase efficiency 

• Ongoing support and consultation 
o Each franchisee may have a dedicated franchise consultant checking in every week 

during start-up  
• Offer a back-up call center for nights and weekends 

o Particularly for service industries, these customer service representatives are 
trained on the industry and follow scripts 

• Host/ organize franchisee groups and committees, may include: 
o Discussion board groups where franchisees can share best practices 
o Franchise Advisory Council – reviews legal documents annually to ensure any 

changes are favorable to franchisees (Franchise Disclosure Document and 
Franchise Agreement)  

o Technology Committee – supports software development 
o Metrics Committee 
o Marketing Committee 

 
Source: Created by author based on combination of franchisor and franchisee interviews, 2017, and franchise 
consultant M. Rosner, personal communication, December 17, 2017 
 
 

Thanks to the factors laid out above, franchises play a major role in the global economy 

with a presence in over 120 industries globally and responsible for 7.6 million direct jobs and 13.3 

million indirect jobs in the US (Seid and Mazero, 2017, McBride, 2017a, International Franchise 

Association, Impact, 2017).  One in every twelve businesses in the US is a franchise, and a new 

franchise opens every 8 minutes.  There are over 780,000 franchise outlets nationally with $269.9 

billion in direct payroll and $674.3 billion in total output (Franchise Direct, n.d.).  According to 

                                                
7 See Data Benchmarking section below for more detail 
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the industry group, the International Franchise Association, 76% of people polled have a favorable 

opinion of “family-owned franchises” (2017).  

Franchising is a highly developed, mature economic sector replete with complex 

regulations and densely connected and powerful professional associations.  It is a sector filled with 

seasoned specialists in fields ranging from franchise law, franchise finance, franchise accounting, 

franchise consulting, franchise development, franchise leads and sales, franchise training systems, 

franchise technology systems and beyond.  Franchise conferences occur year round and fill the 

world’s largest convention spaces with entrepreneurs seeking clearly-demarcated opportunities, 

business owners with promising models seeking to grow their footprint, and a host of people in 

between.   For these reasons, any enterprise considering models for scale and replication is well 

advised to consider the model and lessons of the franchise sector.  

 

3.1.2 The Tensions of Franchising 
 
 
 While it is clear that franchising is a potentially potent tool for business scaling and 

replication, the social, political and cultural ramifications are mixed. Part of what makes the 

franchising model so good for franchisors, including the distribution of the risk of company failure 

onto the franchisees, makes the model potentially very negative for the people at its base.  

WBEZ in Chicago investigated a janitorial franchise called Clean Net that signed franchise 

agreements with workers who paid a $19,000 Initial Franchise Fee with the promise of being able 

to earn up to $6000/ month.  Unusually, Clean Net HQ manages the customer relationship directly, 

assigning clients to franchisees and potentially removing them if there are quality complaints.  

Clean Net gets paid directly by clients, removes their fees, and passes the balance on to franchisees. 

Many franchisees found that after the company deducted nearly 20% of their revenues in expenses 
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and royalties, they often earned so little they reported needing to seek public assistance to make 

ends meet, taking home less than minimum wage.  Many franchisees receive financing from Clean 

Net for the Initial Franchise Fee, and some would sometimes pay more than their entire earnings 

to the company to service this debt. The company faced a class-action lawsuit for misclassifying 

the workers as franchisees when, lawyers argued, in reality they were doing the work of employees 

without worker’s comp, unemployment insurance, or minimum wage protection.  In 2013 Clean 

Net paid a $7.5 million settlement to close out the suit (Mitchell & Heffernan, 2014).   

Several other janitorial franchises are accused of using the same model which includes 

targeted marketing towards immigrants, waving applicants through hundreds of pages of legal 

documents, often in a language they do not understand, securing fees in the tens of thousands of 

dollars, either through direct payment or financing, and producing low earnings. These firms 

include Coverall, Jani-King, and Jan-Pro (Davis, 2014).  

In comparing the business ownership experience of independent entrepreneurs versus their 

franchisee counterparts, there are several points of contention.  Firstly, there is a contentious debate 

as to whether franchised businesses fail more or less often than their independent counterparts.  

Secondly, the franchisee doesn’t actually own their business, as opposed to an independent 

business owner.  Instead she typically has a 5-20-year agreement permitting her to operate which 

can be terminated for failure to comply with the franchise system.  Also, franchisors can simply 

opt to not renew even profitable franchisees for any reason, often causing franchisees to lose their 

sizable investments.  Additionally, franchisees often have little recourse if the franchisor makes 

decisions that may challenge their business model, including increasing the prices of required 

supply purchases, lowering the company’s prices on products or services, or increasing royalties 

and fees (WBEZ, 2014).   
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Franchise proponents counter that the franchise structure makes profitable business 

ownership accessible to millions of people.  They note that while there are certainly cases of 

conflict between franchisees and franchisors, these relationships are typically win-win.  They 

argue that “good” franchisors do everything possible to ensure franchisee success in order to build 

a stable business model for both entities (Seid & Mazero, 2017).  

In terms of labor, franchised businesses often pay low wages to their employees.  Some 

economists indicate that this is because the industries that franchises tend to operate in (fast food, 

home services, etc.) require “low-skilled” workers who command low wages in the overall 

economy. Other economists contend that the low wages are an inherent part of the business model 

itself.  They argue that with the additional burden of royalties and other fees on a franchised 

business, compared with a traditional small business, the pressure to cut costs is strong, and falls 

squarely on the workers (WBEZ, 2014).  Franchise businesses have been a central target of the 

Fight for $15’s campaign for higher wages, which the industry has strongly resisted (Rogers, 

2016).   

 In terms of franchisees interviewed, it was difficult to secure wage data.  One cleaning 

franchisee that represented a successful outlier in his franchise, referred to here as CF2, indicated 

that direct labor cost 43.5% of revenue, including payments for worker’s comp, the employer’s 

share of taxes, and limited benefits.  He also indicated that the actual take home pay was 18% for 

associates and 20% for leaders, which, assuming 4 jobs per day and an 8-hour work day along with 

other data points provided, would come to salaries of $11.43/ hour for associates and $12.70/ hour 

for leaders.  Of course, with fewer assumed jobs/ day and/or a longer work day, these figures fall 

(personal communication, November 7 2017).   
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In terms of the franchise industry’s impact on the overall economy, proponents often cite 

the positive impact on employment and economic development.  They argue that franchise 

businesses operate more efficiently than standalone businesses which ultimately lowers prices for 

consumers and spurs consumption, production and ultimately job growth.  Critics argue that the 

opposite is taking place, positing that the sector’s low wages depress consumption, and thereby 

production and jobs (WBEZ, 2014).  

Between the Obama and the Trump administrations, a fierce battle has waged over these 

tensions.  Obama appointees in the Department of Labor and the National Labor Relations Board 

went after misclassifications, as described in the case of Clean Net above.  They also targeted joint 

employer cases where they argued that national franchisors had so much control and influence 

over front line workers that they were jointly acting as the worker’s employer, along with the local 

franchisee who had hired and was directly paying them.  Being classified as a joint employer means 

that national franchisors would be responsible for complying with legal regulations including 

employment verification, taxes, wages and benefits for front line employees alongside their 

franchisees. These cases are aptly summarized with the phrase “the company that calls the shots is 

not actually the one who signs their paycheck” (DePillis, 2016).  The Obama appointees pursued 

these cases with vigor and expanded enforcement teams, while the franchise community decried a 

biased attack and “the destruction of the franchise industry” (DePillis, 2016).  The Trump 

administration has reversed these efforts, to the applause of the franchise industry, and the chagrin 

of labor activists (International Franchise Association, 2017, p. NLRB).    
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3.1.3 Social Franchising Sector  
 
  
 Starting 20-30 years ago, the franchising sector began to embrace a major innovation with 

the development of social franchising.  The Center for Social Innovation and Enterprise at the 

University of New Hampshire (UNH) hosts a Social Sector Franchise Initiative.  They define the 

sector as follows: “social sector franchising is the application of commercial franchising principles 

to promote social benefit rather than private profit” (n.d.).  Julie McBride, one of the sectors’ 

primary pioneers, chief architects and thought leaders, further elaborates:  

franchising has the potential to increase access to products and services that solve basic 
needs by scaling the concepts that have already been developed and proven to be both 
socially impactful on the community, and profitable to the business owner. Franchises of 
this type are often referred to as “social franchises” (McBride, 2017b). 

 
The application of franchising models and methodologies towards creating solutions for 

the social good is an idea that has helped unleash positive outcomes in communities where they 

are needed, while simultaneously helping to improve the public image of the franchising sector 

overall.     

 Most social franchising is happening in low-income countries in Africa, Asia and Latin 

America, whereas there are few models in high-income countries.  Practitioners speak about 

reaching the “Base of the Pyramid” (BoP) with their business models.  They highlight of the dual 

impact of social franchising of both fulfilling a social need through the franchise’s products and 

services and of simultaneously creating business opportunities, employment and economic 

development where it is most needed (Social Sector Task Force, 2013).  

 Leaders in the commercial franchising sector have actively supported the development and 

growth of the social franchising sector.  The prominent industry group, the International Franchise 

Association, lead by experienced staff of the MSA Global franchise consulting group, has created 
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a Social Sector Task Force which meets monthly, offers mentoring to newly developing social 

franchises, and has a library of resources.8  They share best practices and promote the concept of 

social franchising among the commercial sector to recruit more talent to the social side (Social 

Sector Task Force, 2013).   

Some examples of social franchises include Jibu, which offers safe drinking water to “the 

bottom 90%” of consumers in urban East African cities.9 A few elements of note about Jibu’s 

franchise system: 

• Franchisees invest a small percentage of the startup cost ($1000 - $1500 out of an estimated 
$30,000 in equipment, training, etc.), but then pay a very high royalty fee of 30-40%.  
Franchisees also need an additional $1000 in working capital. (Balch, 2015) 

• The franchisor works with microfinance providers to make credit available. 
• The franchisor has to approve each price point 

o One top challenge has been keeping franchisees from undercutting prices 
• Product competes with boiled or untreated water rather than higher cost bottled water sold 

by multinational corporations Coke and Nestle 
• The company has two levels: franchisees who operate a filtering plant and storefront, and 

microfranchisees who purchase water and resell it 
• 70% of franchisees started out as microfranchisees 
• Franchise is successfully operating in at least 3 East African countries with plans for further 

expansion 
• Many in top leadership come from business and commercial franchising background in the 

US 
• Social impact comes both from providing safe water to underserved populations and from 

creation of employment opportunities (Jibu) 
• HQ argues that social business is a more successful vehicle for water systems development 

than traditional aid by citing a UN study that finds that half of all water supply projects fail 
within 2 years10 

(Jibu, n.d., G. Welsch, personal communication, November 7, 2017) 
 

                                                
8 A valuable resource for those starting a social franchise project is a 15-page guide and checklist available at 
http://www.socialsectorfranchising.org/resources.html or 
http://www.socialsectorfranchising.org/uploads/2/1/8/1/21812730/ifa_socialfranchisor_structuringstrategyplanning.
pdf   
9 https://jibuco.com/corporate-home/ 
10 The United Nations World Water Development Report 2015. "Water for a Sustainable World WWDR 2015." 
2015. UNESDOC. 2 November 2017. http://unesdoc.unesco.org/images/0023/002318/231823E.pdf, p. 19 
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A Jibu storefront 

 
Another social franchising example is Mercado Fresco which works with women earning 

less than $2/ day in Managua, Nicaragua.  Mercado Fresco helps these women open small shops 

in the microfranchisee’s homes, which are often located in “food deserts”.  The shops sell a list of 

pre-approved and delivered products including fresh produce, healthy prepared foods and 

convenience products.  The social franchise recently launched Fresco Express – mobile carts that 

the women can use to target high traffic areas with the same menu selection (B. Meadows, personal 

communication, November 6, 2017). 

Mercado Fresco is a project of the non-profit organization Supply Hope.  When it breaks 

even and becomes stabilized, there are plans for potentially converting it to a cooperative. 

Microfranchisees currently pay no initial franchise fee, and instead earn a percentage of their total 

sales, while paying a percent back to HQ (B. Meadows, personal communication, November 6, 

2017).  
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A Mercado Fresco microfranchisee with her home-based store in Managua 

Mercado Fresco stands out as a social franchisor for the holistic social, emotional, and 

financial supports it provides for its microfranchisees, many of whom are single mothers and/ or 

survivors of domestic violence.  It has a psychologist on staff for counseling needs, arranges for 

clinical visits for health care, and is working to ensure every microfranchisee has a bank account 

and access to appropriate credit. They measure impact extensively, for example, measuring where 

microfranchisees invest their earnings, be it upgrading from dirt floors to tile floors, or other 

material advances in their living conditions. The founder, Beth Meadows, started the organization 

with funds she earned selling a successful commercial travel agency franchise in the US.  She says 

of the organization, “Mercado Fresco meets a business need and a heart need” (personal 

communication, November 6, 2017). 

In terms of overall advice for those interested in the social franchise sector, the University 

of New Hampshire’s Bill Maddocks advised that those working on social franchise models using 

philanthropic support to either get off subsidies as quickly as possible or figure out how they’re 

going to play a permanent part of the model.  Maddocks also stressed that social franchisors use a 
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6-stage framework created by Julie McBride, as seen in Figure 4, below (Maddocks, 2017).  The 

framework shows how different types of financing can accompany a project through its stages of 

development from “creating a profitable and impactful social business” all the way to “expanding 

globally” (personal communication, October 31, 2017).  

Reflecting on these stages, and on her experiences with over 20 years of social franchising, 

McBride noted that the most common flaw in social franchising systems is having weak unit 

economics at the base of the system.  Furthermore, she notes that many experiences have 

floundered given unrealistic promises made by non-profits to donors about the pace and speed of 

social franchising (McBride, 2017a).  

Figure 4: Six Stages of Social Franchising 

 
Source: https://www.stagesix.com/ 
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Coopportunity would fall somewhere on the spectrum between stages 3 and 4 as it tightens 

its “franchise systems” and begins to execute the franchise model locally.  It also continues to 

attempt to improve its “unit economics”, connecting back to stage 1.   Thus far it has relied 

exclusively on grant financing.  Like some of the social franchises profiled here, Coopportunity’s 

model currently does not require any initial investment, and currently seeks to break even solely 

on charging a small percentage of sales.  Some recommend charging an initial fee, even if its 

symbolically small, to help make sure members are invested in the project (J. Moy, personal 

communication, December 6, 2017). 

 
3.1.4 The Cooperative Alternative to the Franchise11 
 
 
 As discussed above, one of the tensions in franchising is around the limited rights and 

unbalanced power relationship between franchisors and franchisees.  One of the ways 

entrepreneurs have created an alternative is by replacing the franchisor with a retail purchasing 

cooperative that is democratically owned and controlled by the licensees (members).  Some 

examples include Best Western, Ace Hardware, True Value Hardware, ShopRite and NAPA Auto 

Parts.  Carpet One is part of the massive cooperative, CCA Global Partners, which has 14 distinct 

businesses using a mix of cooperative, franchise and non-profit structures with over 3000 locations 

nationally.  CCA Global Partners generates over $10 billion dollars in revenue annually and is one 

of the largest privately held companies in the US.  Its co-founder, Howard Brodsky, is honored in 

the Cooperative Hall of Fame, and in 2015 he launched a new initiative called Cooperatives for a 

                                                
11 As a bit of trivia, the first cooperative (a mutual fire insurance firm) and the first franchise (a publishing house) in 
the US were both founded by Benjamin Franklin between the 1730s and 1750s (Thompson, 2002, Seid & Mazero, 
2017). 
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Better World to unite cooperatives across the globe in promoting the cooperative model (CCA 

Global Partners, n.d.).   

 These cooperative structures ameliorate some franchisee grievances, which include being 

required to conform to a franchisor’s pricing dictates or risk losing their businesses.  For example, 

in 2010, a group of Burger King franchisees sued the corporate office over being forced to sell a 

double hamburger below its cost of production, following a similar action by McDonalds 

franchisees over a cheeseburger’s negative margin prices.  In the case of McDonalds, the case was 

settled when the franchisor agreed to remove one of the two required slices of cheese and re-brand 

the product as the “McDouble” (Gibson, 2010).  

 Built on similar types of franchisee grievances, KaleidoScoops is another cooperative that 

was formed in 1999 by a group of 34 disenfranchised Baskin Robbins business owners when the 

corporate office decided to cancel hundreds of smaller market franchises. The ice cream 

entrepreneurs stood to lose the significant investments they’d made in their stores, inventory and 

equipment, and the cooperative form provided a solution (KaleidoScoops, 2016).  The differences 

and similarities are compared in Figure 5 below. 

There are pros and cons to both the cooperative and the franchise model.  As seen in the 

figure below, cooperatives typically have less power to force their members to adopt given 

business practices than their franchise counterparts.  Evan Hackel, who worked for many years at 

CCA Global Partners, shared a “missed opportunity” example of a profitable floor-installation 

service that only 1/3rd of members had chosen to adopt.  Conversely, under the franchise model, 

he explained, the corporate headquarters could require all franchisees to provide the service and 

everyone would make more money (personal communication, December 21, 2017).   
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Figure 5: Comparing the Franchise and Cooperative Models through KaleidoScoops  
 

 KaleidoScoops 
(Cooperative) 

Baskin Robbins 
(Franchise) 

Initial fee Membership Fee: 
$15,000 
Coop claims their fee is 30-60% 
of franchise fee 
 
Total investment: 
Not available (N/A), but build-
out investment is likely similar 

Initial Franchise Fee:  
$12,500 - $25,000 
 
 
 
 
Total required investment: 
$93,550 - $401,800 

Ongoing fees Annual flat membership fee – 
amount N/A – coop claims it to 
be a “very small fraction” of 
franchise fees 

Royalties: 5.9%  
Marketing: 5.0% 
Both figures % of gross sales 

Standards Standards and guidelines exist, 
but members can adapt menus, 
including the ability to add their 
own products and omit some 
coop products. Overall coop has 
less control, members have more 
decision-making power than in 
franchise structure. 

Strict standards for precise 
duplication in each franchisee 
store 

Group purchases “We use the economies of scale 
that comes from the group’s 
buying power to get the best 
price possible for your supplies”. 
How much leeway members 
have is not specified. 

All key supplies and ingredients 
required to be purchased through 
franchisor  

Sales of new 
businesses 

Members play more active role Dedicated well-resourced 
department of headquarters (HQ) 

Entrepreneurial 
spirit 

Coop claims that the relative 
independence of a coop 
unleashes more entrepreneurial 
drive 

 

Source of support 
for new businesses 

Fellow members & cooperative 
corporate HQ 

Corporate HQ 

Size 45 locations in 13 states 7,730 units nationally and 
internationally 

Growth rate Slower12 Faster 
 
Sources: Created by author based on KaleidoScoops 2016, Franchise Direct 2017 
                                                
12 There is a proverb often repeated in cooperative circles that perhaps summarizes this point: “If you want to go 
fast, go alone. If you want to go far, go together” 
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With either model, it’s clear that having open access to a group of peers dedicated to 

supporting each other is one of the most valuable characteristics.  As the successful cleaning 

franchisee indicated, “the most powerful thing in the whole system is this network of business 

owners” (personal communication, November 7, 2017).  

The cooperative and franchise structures are not mutually exclusive, and Coopportunity 

currently plans to incorporate as a franchise and operate as a cooperative.  Some states have 

specific carve-outs in their franchise law making it clear that cooperatives are separate entities with 

a separate set of regulations.  However, in many states, including New York, a cooperative that 

intends to have a common brand, and some level of control over its members, from whom it intends 

to collect funds, falls under franchise regulations.  

While the likelihood of a successful lawsuit can be debated, incorporating as a franchise 

and operating as a cooperative provides protection from expensive legal conflicts in the future and 

allows the entity to expand to any state, regardless of their franchise law (R.D. Jacobs & Temkin, 

M., personal communication, November 28, 2017). 

 
3.2 Territories vs. Service Areas 
 
 
 Within a franchise or cooperative system, one of the fundamental questions is which 

businesses will have the right to operate in which areas, what is the appropriate density of these 

businesses, and what system will be used to govern these arrangements.  The most common 

method for determining franchisee placement is the exclusive territory, which is mapped out in the 

franchisee’s initial legal documents.  This territory provides the franchisee with the right to do 

business with anyone who lives in their demarcated area, or, in the case of a brick and mortar store, 

guarantees that no other franchisees will be placed within a given area.  Clients in unsold territories 
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may be served by any franchisee until the territory is sold, at which point, the clients are given to 

the new franchisee (Siebert, 2016).  

Alternatively, some franchise systems do not guarantee any territories. CFL is considering 

implementing a model unusual to the traditional world of franchising of allowing the franchisee 

coops to establish their own non-exclusive service areas rather than carving out territories.  Each 

franchisee cooperative would indicate the areas they are interested in serving, and, in areas where 

there is overlap, a rotating job list would assign incoming clients to each franchisee cooperative. 

This model mimics the already familiar system within cooperatives of a revolving job list that 

assigns new clients to worker owners in rotating order (J. Jean-Francois. et. al., personal 

communciation, October 17 2017).  

The debate between exclusive territories and non-exclusive service areas is fundamentally 

a question of what is the core value of a franchise system.  Traditionally a protected territory is a 

key selling point for franchisees, and a key part of the buyer’s value proposition.  In the case of 

the cooperatives incubated by CFL, the selling point is around obtaining good employment in the 

relatively short term. While the program aspires to help members create assets and achieve 

economic stability, it does not generally pursue the goal of creating businesses that members can 

sell for a profit.  In the words of Dawn Abbamondi from franchise experts, SMB Consultants, 

“normally franchises pay money to create a business so they can sell it someday. That’s not your 

case.  What’s the end game for you? In your model, what’s getting sold?” (personal 

communication, November 1 2017). This question lies at the heart of the territory decision. 

While there is some precedent for non-exclusivity in the world of franchising, it is a 

minority, and many franchising consultants, along with the CFL team, express concern about 

creating a reduced incentive for the franchisee to invest in and execute local marketing critical to 
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the success of the operation.  The proposed solution is to require cooperatives to maintain 

minimum levels of investment of time and money in marketing, similar to practices in commercial 

franchises.  For example, one start-up cleaning franchisee indicated that he was eagerly 

approaching a sales target that would allow him to decrease his monthly required investment in 

marketing. In terms of enforcement, many commercial franchises reserve the right to revoke 

exclusivity and enter the territory of underperforming franchisees and either compete directly, 

open up a new territory, or require minimum royalty payments (Franchise Specialists, n.d.). An 

experienced social franchisor advises if CFL pursues the path of the non-exclusive service area, 

that once past the Franchise Agreement and initial onboarding, to focus on using the word 

“territory” with franchisees, and predicts that the lack of exclusivity won’t be a significant 

hindrance to marketing effort if framed correctly (G. Welsch, personal communication, November 

7, 2017). 

The most common example of “non-exclusive” territories that exists is when the franchisor 

wants to retain the right to operate in “non-traditional” venues such as colleges, sports stadiums, 

military bases, theaters, malls, government facilities, resorts, and airlines.  Additionally, 

franchisors often retain the right to sell to clients through alternative channels of distribution 

(online sales of branded products, sales in supermarkets, etc.). Some franchisors also reserve the 

right to compete with their franchisees in case they are bought out by a competitor.  In these cases, 

according to an FAQ memo from the Federal Trade Commission, the territory cannot be labeled 

“exclusive”.  To comply with this interpretation of the franchise law, one firm’s recommended 

language to include in item 12 of the Franchise Disclosure Document (FDD) reads as follows: 

[y]ou will not receive an exclusive territory. You may face competition from other 
franchisees, from outlets that we own, or from other channels of distribution or competitive 
brands that we control (Dunn, 2012). 
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Baskin Robbins FDD does not provide an exclusive territory and roughly follows this 

language (Franchise Direct, 2017). A middle option would be one where the Brightlys and 

NannyBees can only market within their exclusive territory, but can accept clients that are 

specifically referred to them from outside of their territory (Franchise Specialists, n.d.). 

 Another example of a franchisor that does not offer exclusive territory rights is 

substantially different than what CFL is proposing.  Bio One provides crime scene clean-up 

services, and explains that “if we limited our franchisees ability to make money due to territory 

restrictions, and limited their contacts, we would be limiting their income”.  They offer an example 

of a franchisee who drove 13 hours to a job on his former Air Force Base as the types of 

opportunities they don’t want to impede with exclusive territories.  However, for the most part, 

each franchisee is de facto in their own territory (NY, Philadelphia, Arizona, etc.), and there is no 

system for rotating jobs in the areas where there is overlap (Bio One, n.d.).  Brian Lincer from the 

Internicola consulting firm indicated that he advised a potential franchisee against investing in the 

franchise based on the lack of exclusive territories (personal communication, November 3, 2017).  

 While franchise consultants strongly recommend against the service area model, it does 

make sense to experienced cooperative leaders.  One leader in a large cleaning cooperative 

indicated that the theoretical rotating model seemed preferable to an exclusive arrangement as it 

would allow for better member selection for clients, broader date availability for clients, and that 

the rotating system was just and aligned with the cooperative values of solidarity and was familiar 

based on the successful job rotation system within the cooperatives. She noted that as long as the 

roster moved, it would work for members (personal communication, November 12 2017).  

Figure 6 below presents a summary of the pros and cons of each model. 
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Figure 6: Pros and Cons of Territories and Service Areas 
 

 

 

 

 

 

 

 

 

 

Exclusive Territories Non-exclusive Service Areas 
Features:  

Clients go to territory owner 
Publicity exclusive to territory 

May require minimum royalty/ territory 

Features:  
Clients are assigned based on rotating list 
Individual Yelp pages, compete on quality 

Minimum publicity required  
PROS CONS PROS CONS 

Entrepreneur focus: 
Key value proposition 
for most franchise 
system is territory 
rights, fundamentally 
is what franchisee 
buys, develops, owns, 
and sells 

Can artificially limit 
growth particularly 
with service 
industries 

Worker focus: 
Allows for flexibility 
for individual worker 
locations to dictate 
service coverage 

Can keep franchisees 
from wanting to buy/ 
start a new franchise, 
overall, danger of 
“entrepreneurship is 
diluted, there’s no 
hustle”13  

Protected from direct 
competition with other 
franchisees 

Some encroachment 
naturally occurs 

Imitates the 
successful logic of 
Up & Go except 
clients aren’t first 
presented with a 
choice. Imitates 
successful coop job 
rotation systems. 

De-incentives local 
marketing 

                                                
13 Brian Lincer, Internicola 

“The reason everyone does this is 
because it works. There’s no pros 
to the other system.” Brian Lincer, 

Internicola 
 

“Your only real product as a 
franchisor are your territories” – 
Joanne Hoyer, SMB Consultants 

 
“if the business were my own 

private enterprise, I would want an 
exclusive territory, but that as a 

cooperative, I don’t see it this way. 
For me it’s about mutual support, 

not about fighting amongst 
ourselves. We must cooperate. If 

others don’t understand, it’s 
because they don’t understand 
coops.” Cleaning cooperative 

member & leader 
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Capture efficiencies of 
clumping clients 

Makes clients switch 
service provider if an 
unclaimed territory is 
bought 

Having central back 
office allows more 
control i.e. to offer a 
new coop when 
client is unhappy, 
find another option 
when one coop is 
unavailable 

Creates less value for 
worker-owners in 
their individual 
cooperatives because 
they don’t own 
territory rights 

Model is well-known, 
widely used (97% of 
franchises), and 
consultants eager to 
advise on 
implementing it  

Poor performers lose 
their exclusivity 
rights; franchisor 
adds more 
franchisees/ 
competes directly in 
territory 

Assures competitive 
performance in all 
attractive market 
areas 

Lawyer warns of 
high potential for 
conflict and liability 

Recommended 
unequivocally by all 
franchise 
professionals 
consulted 

Is the status quo – not 
innovative 

The fact that the 
model is totally 
unheard of model 
may mean it’s a real 
innovation 

Very few, if any, 
models to follow 

Source: created by author 

In conclusion, the rotating service areas are the opposite of normal franchise logic, but it 

does seem that it could work for the social franchising cooperative that CFL is incubating.  CFL 

can mitigate the cons of its model with initiatives including minimum publicity requirements and 

monthly awards for cooperatives that do the most publicity.  

 

3.2.1 Franchisee Cooperative Density Calculation 
 
 

In terms of incentivizing cooperative ownership, and creating a successful franchise 

system, the accurate calculation of ideal franchise density will be critical to find the balance 

between making sure there’s enough probable work for all worker owners, and that the markets 

are being as thoroughly saturated as possible. Striking this balance will be necessary regardless of 

exclusivity; the service area model would essentially be one big “territory” being shared by the 
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total worker owners in the system. Standard franchise methodologies for density/ territory 

calculation include: 

• Demographics: territories are often calculated with 150,000 – 1M people per territory 
although this varies widely based on industry, product pricing strategy, etc. Some 
franchises will use targeted demographics and calculate territory density on specific client 
criteria such as number of households with $100,000+ income, or with home values over 
$250,000. One example is a cleaning franchise that offers territories containing 35,00 – 
60,000 targeted households out of a total of 200,000 – 600,000 total households in the area 
(“successful outlier” cleaning franchisee and cleaning franchise developer, personal 
communication, 2017).  

• Territories based on a radial boundary (i.e. 10 blocks or 1 mile) – more common for brick 
and mortar retail businesses 

• Territories based on a map (takes into account differences in geography) 
• Pin-map studies: plot existing customers on a map in relation to your site, and measure the 

demographics of that site: determine the area from which a franchisee could theoretically 
earn an adequate return on investment 

• Isolated market study: if you have a unit in an isolated market (i.e. an island), can study its 
demographics to extrapolate to other units 

• Competitive analysis: look at how competitors have carved up your area (although the 
downside is they may have done it badly) 

• Market penetration estimates: look at your current market share and extrapolate it and other 
data points (such as similar levels of sales per customer), and use that information to reverse 
engineer a territory size  

• For well funded franchisors, the most sophisticated and accurate analysis comes from 
hiring a firm to do a GIS analysis that includes demographic analysis, competitor locations 
and transport options to connect with clients. 

• Ultimately it is recommended to use a combination of these approaches.  
(Siebert, 2016, pp. 116-117) 

 
One example of franchise density in the NYC cleaning market is shown in Figure 7 below.  

City Wide is a commercial cleaning franchise based out of Kansas.  This map shows 5 franchisee 

territories that are available for sale in the area including Kings County, Queens/ Bronx, White 

Plains, Suffolk County, NY and Hudson County, NJ.  There is an additional Manhattan territory 

that appears to be sold but not currently open for business (City Wide, n.d.).  The fact that none of 

the others have been purchased may reflect the strong union presence in the commercial cleaning 

sector in the city’s large buildings.  
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Figure 7: City Wide Building Services Available Territory Map in NYC 
 

 

Jibu, the social franchise that sells filtered bottled water in East Africa, uses the following 

combination for their territory definition: 

We determine boundaries by considering operationally manageable delivery radius, ideal 
franchise location, size of addressable market in territory, and natural boundary lines. This 
is as much an art as it is data driven in the market in which we operate… Territories don't 
begin to matter until a certain level of saturation is reached, and at that point the territory 
size requirement is much smaller than it was at inception (G. Welsch, personal 
communication, November 7, 2017). 

 
The Joint, a chiropractor franchise has been able to take advantage of their 8-page intake 

form to make sophisticated franchisee density projections.  Analyzing ample client data available 

from 450,000 patient records from 362 clinics across 30 states, The Joint’s managers have 

projected a total market large enough to support at least 1,700 clinics.  Using socio-demographic 

data, they’ve made a map of which markets will be most likely to support their business model 

(The Joint, n.d., P. Holt, personal communication, November 28, 2017). Figure 8 below indicates 

the projected distribution of these clinics. 
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Figure 8: The Joint’s Projected Core Customer and Trade Area Potential 
 

 

One thing these examples have in common is that many stress that the most important 

element is to build flexibility into the systems.  For some franchises this comes in the form of an 

annual review and adjustment of the territories.  In rapidly gentrifying areas, it may be wise to 

build this in even more frequently.  

 
3.3 Data Benchmarking 
 
 

One of the benefits of being part of a tightly-knit industry-specific network such as a 

franchise is the ability to create detailed, honest, valuable data benchmarks.  These benchmarks 

focus on valuable business metrics and Key Performance Indicators (KPIs).  KPIs are critical data 

points selected for elevated impact they have on overall performance.  The fact that the franchisees 

are all implementing the same business model further enables useful comparisons.  These 

benchmarks compare each firm’s financial performance, marketing, sales, overhead, transactions, 

profitability, and other metrics to a spectrum and average of similar firms.  Since a franchisor’s 
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income is linked directly to franchisee’s sales via royalties, a primary motive of these systems is 

often reporting accurate numbers for correct and timely payment collection. A secondary motive 

is providing franchisees with points of comparison to be able to pinpoint interventions that can 

spur growth and success for both franchisor and franchisee. Franchises often have elaborate, 

expensive data management systems that focus on the following areas, and can produce automatic 

benchmarks easily, as seen in Figure 9 below. 

Figure 9: Franchise Software Features 
• Finance 
• Field operations/ brand compliance 
• Insights/ benchmarking 
• Sales of new franchises 
• Opening process and time 
• Franchisee communication and engagement incl. videos & podcasts 
• Marketing incl. social media, ad creator 
• Online training for franchisees 
• E-commerce for group purchasing 
• Customer Relationship Management (CRM) 
• Websites + micro sites 

 
Source: Created by author based on FranConnect n.d., IFX n.d.  
 

There are also systems that compare data benchmarks across franchisors including revenue 

composition, operations expenses, field and overall staffing ratios, financial metrics, lead 

conversion and franchise sales.  See Appendix 4 for an example. (International Franchise 

Association, 2011). 

Within the cleaning franchise industry specifically, two franchisees were interviewed and 

shared their perspectives on key metrics they tracked in their businesses.  The first was a successful 

startup (CF1) which had been in business only 8 months, and was on track to hit its breakeven 

point in half the predicted time (1.5 years) (personal communication, November 8, 2017).  
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Figure 10: Metrics Highlighted by Cleaning Franchisees  

Source: Created by author based on personal communication with cleaning franchisees, 2017 

Metric Successful Startup (CF1) Successful Outlier (CF2) 

Operational 

Prices Estimates made on basis of  
$85 – 90/ hour avg $128/ job 

Estimates/ month 80 160 
Cleans/ month  800 

- Per client - 1.9 (biweekly) –  
4.32 (monthly) 

- Per cleaner 56 (Target with teams of 3) 
72  
(Target with teams of 2 @ 4 
cleanings/ day x 5 days/wk) 

Retention/ churn rate  
- Percent occasional cleans 61% 10% 
- Percent weekly 3% - 

- Percent biweekly 21% - 

- Percent monthly 15% - 
- Total Recurring 39% 90% 
- Temporary cancellations 
(when regular clients cancel a 
cleaning one time)  

- 10% 

Total household value (total 
lifetime value) - - 

Route utilization rate - - 
Marketing 
Cost of customer acquisition - - 
Client demographic statistics 
- Home values - $150,000 - $300,000 
- Home sizes 5000 – 8000 sq. ft. 2300 sq. ft. 
- Owner occupied % - - 
Sales 
Conversion rate 
- Calls to estimates  78% 
- Estimates to jobs  72% 
Response time - - 
Financial 
Sales/ month $39,497  
Costs/ month $41,870  
Breakeven/ Profit rate Predicted @ 9 months 14% 
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The second franchisee, (CF2), has been with the franchise for 23 years with 10 territories 

in 2 cities and over $7M in revenue.  Given that the cleaning franchisor indicated the typical 

franchisee earns $1-2M, this franchisee is named the “successful outlier”.  While anecdotal, and 

reported by unusually successful franchisees, the metrics most emphasized in these interviews 

provide insight into the working of benchmarks in a mature franchise system, and are listed in 

Figure 10 above.  Both franchisees and the franchise developer emphasized the value of 

benchmarking, highlighting the ability to compare metrics to ones own performance along with a 

national average.  The “successful outlier” (CF2) highlighted, “you get reports every month on 

how everyone’s doing. There are 280 franchises across the country that you can compare yourself 

to, looking at your operational statistics. It’s really useful.” (personal communication, November 

7 2017) 

Another experience where benchmarking has proven critical to enterprise success comes 

from the US cooperative sector. In this area, the largest, most sophisticated and most successful 

experience in peer data benchmarking and analysis is CoMetrics and the National Cooperative 

Grocers (NCG).  See Appendix 3 for an example.  Over 20 years ago, a group of food cooperatives 

came together in the face of mounting competition from Whole Foods Market to aggregate their 

data into a tool called CocoFist (Common Cooperative Financial Statements).  With this tool, food 

cooperatives could compare themselves to their peers, identify problem departments to focus on, 

and face collective challenges, for example when El Niño drove up produce prices, or when the 

2008 crisis crippled demand (Donovan and Jacobus, 2014, Jagiello, 2009).  This ultimately led to 

the creation of the NCG’s national joint purchasing program based on shared joint risk. Through 

it, 147 food coops representing 80-90% of the food coops nationally, receive goods and credit at 

rates that increase their critically low margins and allow them to keep pace with their corporate 
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competitors. At over $2.1 billion in sales, this program is second in size in the natural foods market 

only to Whole Foods.  Furthermore, the collective program has increased the ability of individual 

cooperatives to access credit, further bolstering competitiveness (National Co+op Grocers n.d., 

Johnson, 2015, CoMetrics, n.d.). 

From Coopportunity’s perspective, the main goal is to harness business performance and 

its accompanying data to increase social outcomes: member incomes, asset building and beyond.  

CFL already has an excellent set of KPIs on which to build, as seen in Appendix 5.  Figure 11 

presented below includes points already being captured and adds points from the franchise and 

cooperative examples discussed above.  From this list, CFL can create a KPI dashboard of 3-4 

critical points to share more broadly.    

For CFL to further develop its data benchmarking system, it should first decide between 

hiring a professional firm versus continuing to build internally.  CoMetrics would be a strong 

candidate to consider as a professional vendor given what it’s done for the food coop sector.  

Franchise software FranConnect offers the additional areas and functions as above seen in Figure 

9, and costs a minimum of $500/ month plus $5000 - $10,000 for professional set up and service 

fees (B. Maher, Account Executive with FranConnect, personal communication, January 10, 

2018).  It should be noted that building internally also bears considerable costs, including 

opportunity costs, that should be considered when deciding on a direction.  

In terms of the steps involved, the first recommendation is ensuring that agreements with 

the cooperatives include automatic and mandatory participation in a data collection and 

benchmarking systems.  For the franchise cooperative, this can be a part of the FDD.  This is 

similar to the requirement of National Cooperative Grocers that all member food coops participate 

in CoMetrics (Sumberg, 2016).  
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Figure 11: Data Benchmarking Points 
 

• Financial 
o Chart of Accounts 
o Costs of different categories as % of total 
o Income from different categories as % of total 

• Sales 
o Conversion rates   

§ Leads to sales 
o No. New clients 
o Churn rate (for example:) 

§ Type of job 
• Percent one offs 
• Percent weekly 
• Percent biweekly 

§ Attrition rates 
o Timing of customer sales (day of week and time)  

• Marketing 
o Cost of customer acquisition 
o Hours invested 
o Money invested – cost of publicity 
o Type of publicity 
o Conversion rates – Inquiries to leads 
o Source of leads 
o Reputation 

§ Position on Yelp, Facebook, Google 
§ Highlight negative reviews 

o Customer demographics (for example) 
§ Average home values 
§ Asset ownership (car, television) 
§ Pets 
§ No. & age of children 

• Membership/ Labor 
o Total by type (active, candidate, ex) 
o No. of members working 
o No. of hours working 
o Capacity to work 
o Hourly Salaries 
o Member effort/ sweat equity 

• Coop sustainability 
o Financial - % breakeven 
o Phase of development 

• Member impact 
o Change in income 
o Asset development 
o Self esteem 
o Civic engagement 
o Leadership  

 
Source: Created by author based on personal communication with CFL staff, 2017
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The next step is to create a standard chart of accounts (COA) that all of the franchised 

cooperatives can use in their accounting system.  One of the first things that the founding 

cooperatives of CoMetrics did was to standardize their COAs, and all data is now compared against 

that same initial standard, called CoCoCOA (Common Cooperative Chart of Accounts) (Sumberg, 

2016). Similarly, the franchise software companies recommend having all franchisees use the same 

financial COA and set of non-financial metrics for easy comparison (B. Maher, Account Executive 

with FranConnect, personal communication, January 10, 2018).  It is interesting to note that while 

recommended, it is not a requirement that food cooperatives adopt the CoCoCOA. If they use a 

different system, it is mapped to the standard before reports are created (Sumberg, 2016).  

There are several foundations upon which to build a standard COA for the franchise coops.  

One option would be to build on CoMetrics extensive food co-op CoCoCOA and add in the non-

retail elements the service cooperatives would require.  This would give the advantage of having 

lines already built should the coops expand into retail in the future.  Another option would be to 

start with Teamworks Cleaning Cooperative’s COA which is currently available for a 

recommended donation through their Open Source project (Teamworks Development Institute, 

2017).   

In either case, data specialist Nikhil Prabhakar recommends working with an accounting 

professional familiar with Brightly/ NannyBee’s books to identify gaps.  Furthermore, he 

recommends ensuring that cooperative and impact specific lines are included including member 

equity, products and services sourced locally.  This line item would be turned into a master 

template, and each coop’s current system and data sources would be mapped to it.  Non-financial 

metrics would require a similar process.  To easily coordinate financial and non-financial data, 

Prabhakar recommends that each relevant accounting transaction in the accounting system be 
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associated with a customer transaction in the CRM through the invoice number (personal 

communication, November 3, 2017).   

A next recommended step is to compare the cooperatives data against other available 

relevant datasets.  Teamworks open source financial projections include common-sized financial 

statements14 from 2015 which make for easy and valuable comparison.  If other cooperatives in 

similar industries have financials to share, it builds a stronger database.  

Next, for an internally built system, a system must be built for storing and accessing the 

data.  Prabhakar lays out the options ranging from an Enterprise Resource Planning (ERP) system15 

to a cloud database accessed through Google sheets or through a custom-developed web-based 

application.  Finally Extract-Transform-Load scripts would need to be developed to extract and 

load the data into the database.  Prabhakar concludes:   

My personal preference is to try and find existing providers such as Wave or Xero (so we 
do not reinvent features that are already available cheaply) and then build a custom 
application around it that includes Co-op business processes and workflows. For example, 
we would add a CRM provider such as Salesforce and even create a separate database that 
stores data that is specific to CFL sponsored co-ops. This would allow you to report on 
things like churn rates and lifetime value which just a CRM app or an accounting app 
cannot provide by itself. It would be the Co-op Dashboard (personal communication, 
November 3, 2017)  

 
Given the complexity of these steps, it is clear that working with an experienced vendor with 

established databases, extraction methods, and reporting formats such as CoMetrics carries 

significant advantages. Furthermore, CoMetrics has a history of working with grant funding for 

certain projects,16 and may have a sense of possible philanthropic support for benchmarking the 

                                                
14 A practice of making financials into figures that can be compared easily by turning each figure into a percentage 
of total revenue 
15 Prabhakar recommends using an open source ERP such as ledgerSMB and explains “the biggest [private] 
providers of this kind of software are PeopleSoft, SAP, Oracle and Microsoft. [An ERP] gives you the basic building 
blocks to create software to manage all your business processes from accounting to hiring, leave administration, etc. 
We would only be using the accounting portions.” 
16 Specifically, a project to benchmark start-up food coops in order to increase success of new start-ups 
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immigrant cooperatives (Sumberg, 2016).  It should also be noted that this system can possibly be 

opened beyond the scope of the franchise coops exclusively, and could include non-Brightlys and 

NannyBees in the same industry.  

In a world where the combinations of metrics are virtually endless, the challenging task 

lies in prioritizing.  In larger firms, each individual department (marketing, sales, operations, 

finance, etc.) will have its own set of granular KPIs, while management will have a set of “birds-

eye-view” indicators (Klipfolio, n.d., Bauer, 2005).  There is a widespread view that the process 

must begin with the identification of strategic priorities customized to each firm, and that there is 

danger in growing down the wrong path if a firm simply copies an average KPI, or imitates the 

KPIs of their competitors. For proper implementation, several sources recommend undertaking a 

Balanced Scorecard to first identify strategic priorities, and then developing the KPIs as the 

measurement and evaluation components (Wyatt, 2004, Marr, 2013).  The Balanced Scorecard is 

a widely-used tool for strategic planning that centers on four areas of focus: financial, customers, 

business processes, and learning and growth, and then identifying objectives, measures, targets 

and initiatives for each of these. See Appendix 2 for an example.   

While it is recommended that the franchise coops go through their own analysis of strategic 

priorities to establish KPIs, with targets from the cooperative’s own baseline and industry 

averages, an example of what this could look like for Brightly Cleaning is shown in Figure 12 

below. Some metrics are already being captured, while others are new. The targets shown are 

examples. Metrics are broken down by committee, with some overlap between the categories, 

represented in italics. KPIs marked with an asterisk have a sample visualization following the 

chart. Some of these would ideally be updated in real time, while others would be a monthly or 

quarterly review.  
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Figure 12: Example of Brightly Strategic Priorities and KPIs 
 

No. Strategic Priority KPI Target Formula 

Whole Cooperative 
1* Financial stability and growth Profit rate 10% ((Revenues – costs) / costs) X 100 

2 Retain more clients Cleans/ month/ client > 1.9 Total cleanings per month / Total clients per month  

3 Invest adequately in acquiring 
new clients 

Marketing expense 
 (including member time) 

>$100/ 
month 

Marketing financial expense + (Hours invested X Average 
hourly rate) 

4 
Guarantee meaningful work 
and just compensation for all 
members 

Average per member earnings >$1600/ 
month From Profit & Loss 

5 Provide opportunities for more 
workers 

Percentage capacity 
(triggers recruitment process) >65% (Hours worked + Unused worker capacity) / Hours worked 

Marketing Committee 

6* Optimize customer acquisition  

Funnel conversion rates 
1) Awareness: lead  
(“lead” defined as filling out web form, 
calling or emailing) 
2) Lead : Sales 

1) 7% 
2) 65%  

1) (Total webpage visitors / total leads) X 100 
 
2) (Total leads / total sales) X 100 

7* Use marketing resources 
effectively 

Customer lifetime value : customer 
acquisition cost ratio 3:1 

Gross Margin % X ( 1 / Monthly Churn ) X Avg. Monthly 
Subscription Revenue per Customer : Sales and Marketing 
Costs / New Customers Won* 

8 Understand customer base 

Demographics (%): 
Office vs. residential, Zip codes, 
Gender, House size + features,  
Own vs. rent, Source 
(broken out total avg vs. last 30 days) 

- From CRM 

9 Maintain online reputation Customer reviews >4.8 stars 
Aggregate Yelp, Facebook + Google 

10 % of customers leaving reviews >5% 

3 Invest adequately in acquiring 
new clients 

Marketing expense 
 (including member time) 

>$100/ 
month 

Marketing financial expense + (Hours invested X Average 
hourly rate) 
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Office Committee (Sales and Retention) 

11 Acquire more clients New jobs per month  
(broken out office vs. residential)  > 25 From CRM 

12 Optimize estimates Estimate to sales conversion rate  > 65% (Total estimates / total sales of jobs with an estimate) X 100  
2 Retain more clients Cleans/ month/ client > 1.9 Total cleanings per month / Total clients per month  

6 Optimize customer acquisition  

Funnel conversion rates 
- 1) Awareness : lead  
(“lead” defined as filling out web form 
or calling) 
- 2) Lead : Sales 

1) 7% 
2) 65%  

1) (Total webpage visitors / total leads) X 100 
 
2) (Total leads / total sales) X 100 

Finance Committee 
13 

Financial stability, 
sustainability and growth 

Total revenue/ month > $15,000 From P+L 
14 Percentage to breakeven >40% Total costs / total revenues 
1* Profit rate >8% ((Revenues – costs) / costs) X 100 

15 Accounts receivable age 85% under 
30 days From P+L 

16 
Guarantee meaningful work 
and just compensation for all 
members 

Average hours worked/ week >20  Total hours worked / total no. of workers 

17 Average worker hourly earnings $18 – 20 Total worker payments / total hours worked 

4 Average worker earnings >$1600/ 
month Total worker payments per month / total no. of workers 

 

Metric 1: Profit Rate                         Metric 6: Funnel Conversion Rates 

M 
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Metric 7: Customer lifetime value : customer acquisition cost ratio 

 

 

 

 

 

 

 

 

 

Metric 15: Accounts receivable age 

 

 

 

 

 

 

 

Source: Created by author drawing on Klipfolio KPI Library, CFL’s internal goals tracking document, cleaning franchisee interviews
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Figure 13 summarizes the KPI creation process.  Again, CFL and the franchise 

cooperatives face the decision to build internally or use a professional service. It can be difficult 

and time consuming to draw together the most relevant data points, and there are services that 

design these systems that connect automatically to social media, Google Analytics, Podio and other 

apps. This allows for more real-time metrics as opposed to reviewing past performance.  Klipfolio 

offers a service starting at $19/ month that includes a large dashboard and metrics visualization 

library (Klipfolio, n.d.).  

Figure 13: Process and Criteria for KPI Creation 
 

 

 

 

 
Source: Created by author drawing from Klipfolio n.d., Marr 2013 

Review 
business 

objectives 
and key 

questions

Analyze 
your current 
performance

Set short 
and long 
term KPI 

targets

Review 
targets with 
your team

Review 
progress 

and readjust
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4.0 Analysis  
 
 
 As this study draws into its analysis, it is useful to reflect on the work’s objectives.  This 

piece reached its objectives in terms of researching, exploring and analyzing the territory / service 

area choice.  It also explored the background, possible development options and considerations for 

creating a data benchmarking system, as seen in the sections above.  This research conducted also 

fell into line with the Conceptual Framework outlined above.  This framework centers on the 

school of new institutional economics, founded on the basis of transaction cost theory, which sees 

the firm primarily in its governance role.  When there are elements present in the market that cause 

the cost of completing a transaction to rise, firms will naturally opt to undertake the exchange 

internally.   

Holding consistent with this theory, as CFL seeks to take a cooperative model that is 

working in a small market, based largely on personal relationships and bring it to a greater scale, 

the governance structure they are incubating shifts.  The franchise cooperative structure accounts 

for the increased transaction costs associated with large impersonal markets.  The franchise system 

also addresses the heightened transaction costs that consumers face in impersonal markets in terms 

of finding quality, trustworthy, consistent services through the creation of a highly specific asset 

– namely the brand.   

This “hybrid” franchise structure allows for the best of the worlds of both the competitive 

forces of the market and the trust, alignment and cooperation of the firm.  On the inter-firm side, 

franchise systems provide a “business in a box” turnkey solution replete with brand, trade secrets, 

proprietary formulas, marketing assets, custom-built technology, personalized technical 

assistance, access to support communities, and valuable data benchmarking systems.  At the same 

time, franchisees are still independent entities that have a market relationship with their franchisors 
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centered on royalty payments which are governed by a highly complex set of agreements 

(including the FDD which can be hundreds of pages long).   

An interesting examination of this hybrid relationship and firm governance lies in 

comparing franchised units and their company owned equivalents.  Peter Holt is a franchise 

professional with over 30 years of experience who currently heads a chiropractic franchise called 

The Joint with hundreds of franchise units and dozens of company-owned stores nationally.  Holt 

indicates that in his system, franchise units outperform corporate clinics by 20%.  He attributes 

this considerable difference to the franchise ownership model that unleashes the power of 

entrepreneurs free to the act in their own interest versus company employees following directives 

from above.  He indicates that, for this reason, a company-owned system needs stronger unit 

economics to successfully operate than a franchise system does (personal communication, 

November 28, 2017). This same finding is echoed by franchising consultant Mark Siebert who 

posits that “franchisees typically outperform managers” by 10-30% (Siebert, 2016). 

 The research conducted for this project also yielded valuable insights pertaining to other 

aspects of the social franchise cooperative ranging from marketing, legal, business modelling and 

beyond.  These are explored below.   

Starting with its strengths, CFL has successfully created a model for developing 

cooperative businesses that provide meaningful, living wage employment to people with high 

levels of barriers to employment, particularly women immigrants.  Furthermore, with the creation 

of this franchise cooperative structure, CFL is building a vehicle for growing and scaling that 

experience in a way that builds on the crucial network effect of cooperatives.  In every economy 

with a substantial cooperative presence, we see the critical role played by cooperative networks 

and in cooperation amongst cooperatives.  This takes the form of collective investment and 
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development funds, collective consulting in finance and management, collective credit access, 

assured employment and beyond (Altuna Gabilondo, 2008).  The Coopportunity hub being 

incubated by CFL attempts to build in this “cooperation amongst cooperatives” from the start.  

 

4.1 Business Model 
 
 

In terms of Coopportunity’s business model, many consultants emphasized the importance 

of strong “unit economics” based in solid profitability in order to achieve scale.  This is an area 

for consideration for CFL’s model, given that cooperatives incubated by CFL’s often take at least 

5 years to fully break even (J. Jean-Francois, et. al., personal communciation, October 17 2017). 

This is consistent with Teamworks Development Institute’s open source financial projections for 

cleaning cooperatives, which “suggest a substantial financial cost and many years for a new 

cleaning co-op to break even”, although they also suggest that “working as a collaborative 

community… it will be possible to reduce the time required” (Teamworks Development Institute, 

2017).  For reference, the two commercial cleaning franchisees interviewed, while not necessarily 

representative of an average experience, both indicated that their breakeven point came within 9-

18 months of launch. 

For context, it must also be remembered that these cooperatives are pursuing the mission 

of creating living wage, dignified work for marginalized communities, whereas their corporate 

franchise competitors usually pay minimum wage for the same work.  Barbara Ehrenreich 

illustrates the impact of this in her classic bestseller, Nickeled and Dimed: On (Not) Getting By in 

America. She writes about working as a maid for a Merry Maids franchisee in 1998 where she 

earned $5-6/ hour, which wasn’t enough for her to eat more than a bag of Fritos for lunch.  At the 

same time, the company charged clients $25/ hour for her work (Ehrenreich, 2001).  Furthermore, 
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the cooperatives tend to have record low turnover, while the franchises spend considerable funds 

constantly replacing their cleaners (CF2, personal communication, November 7 2017). The 

cooperatives’ quest for adequate unit economics is one of finding the balance between the capital 

needs of the business and the just compensation of its worker owners for demanding and 

challenging work. 

Another aspect of the Coopportunity business model that consultants recommend 

strengthening is the operations protocols relating to performing the actual cleaning and child care.  

In the example of the Arizmendi “upside-down franchise”, this would be the equivalent of their 

proprietary pizza recipes and bread-making techniques. According to franchise training expert 

Marla Rosner, this information can be delivered via a variety of formats including videos, readings, 

in-person trainings, and on-site training with real-time feedback (personal communication, 

December 17, 2017).  This is particularly critical given the alternative path CFL is taking into this 

project without a single founding business to directly replicate.  

 

4.2 Marketing 
 
 
A critical part to a successful franchise system is robust marketing, both at the franchisor 

and franchisee levels.  Typically, 1-5% of income/ profits go to franchisor’s brand marketing fund, 

and an additional 1% may be required to invest in local marketing (M. Rosner, personal 

communication, December 17, 2017). For the start-up cleaning franchise interviewed, this would 

mean anywhere from $400-$1600/ month to the franchisor, and $400 required locally.  This 

funding comes out of his start-up investment capital.  Marketing around launch is especially 

intensive and may require anywhere from a few thousand to $40,000 for the six months around 

the launch - 1 month before and 5 months after (M. Rosner, personal communication, December 
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17, 2017).  With this funding, franchisors provide template websites, social media accounts, a 

constant stream of content, a national blog, and sometimes national or regional advertising on 

television and radio.  One large cleaning franchise indicated they had 50 employees just working 

on marketing at the franchisor level (cleaning franchise developer, personal communication, 

October 23, 2017).  

Franchisors also tend to work with franchisees to build detailed plans for implementing 

local marketing.  For the cleaning franchise interviewed, all three interviewees remarked that the 

most successful channel was vehicle wraps on company vans, which employees are instructed to 

park in the street in front of the houses they clean, and which also attract notice when parked at 

the office.  Other channels highlighted by interviewees include robust internet campaigns, 

Chamber of Commerce publications and events, sponsoring local sports teams, Red Plum and 

Valpak coupons, festivals, direct mail and postcards, ads in the Yellow Pages, and advertising in 

local magazines.  One franchisee cited Valassis as the preferred marketing vendor for their 

franchise system (cleaning franchisees personal communication, 2017).    

 For the CFL incubated coops, which typically rely on word of mouth to slowly build their 

customer base, considering comparable levels of marketing investment would mean a dramatic 

change.  However, if done effectively, this would certainly help cut the time to break-even.  

Funding could be carved out of philanthropic support, come from a financial equity investment by 

founding members, be included in a financing package, or be fundraised. The marketing 

investment requirement would be included in the FDD and “field staff” or coop developers would 

make a point to monitor each coop’s compliance and take appropriate action.  By the same token, 

Coopportunity faces a distinct opportunity to supercharge the franchisee coops efforts by providing 

templates and ready-made campaigns and content.  In lieu of funding for this work, students may 
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be able to create branded templates for Coopportunity to use (M. Rosner, personal communication, 

December 17, 2017).  

 

4.3 Legal Considerations 
 
 
 There has been great debate from the beginning of CFL’s efforts as to whether the 

replication strategy would formally use a franchise structure or create licensing agreements to a 

similar effect.  Franchises are more heavily regulated and expensive, while licensing agreements 

do not necessarily provide the same levels of conformity.  CFL’s legal counsel, after carefully 

reviewing the options, has indicated the franchise option would be legally more secure, given New 

York’s expansive franchise statute.  In the course of this research, counsel for the massive CCA 

Global Partners cooperative shared their experience and indicated that either path was feasible 

depending on the project’s risk tolerance (R.D. Jacobs & Temkin, M., personal communication, 

November 28, 2017).  

 In terms of business entity for Coopportunity, Joyce Moy, a business consultant and head 

of the Asian American/Asian Research Institute of the City University of New York, who has 

ample franchise experience, advised that having both Brightly and NannyBee under one entity 

created a lot of potential cross-coop liability. She recommends a holding company to limit losses 

(personal communication, December 6, 2017).  Evan Hackel added that in certain states (MN, WY, 

CO), the franchise law permits you to create a hybrid company owned by workers, management, 

and investors (personal communication, December 21, 2017).  

 

4.4 Management Practices 
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Several consultants reacted strongly to the relatively flat managerial structure employed by 

the CFL-incubated cooperatives (B. Lincer, E. Hackel, personal communication, 2017).  Evan 

Hackel was the 5th employee hired at the cooperative giant, CCA Global, and saw it grow from a 

startup into one of the largest companies in the US.  He stresses the importance of having a 

professional management team with differentiated roles and pay scales, and clear lines of power 

over the business.  He contrasted this with the “quasi-democratic” rule he finds in many 

cooperatives which he feels lack the potential to grow to a substantial size. He invites businesses 

considering scaling to ask themselves “how well is my business working on a scale of 1 – 10” with 

1 representing “total chaos” and 10 representing “perfect functioning with people who should be 

getting promoted are getting promoted, and people who should be getting fired are getting fired”.  

He recommends that businesses giving themselves a score lower than 8-9 should work on 

strengthening internal systems before proceeding with scaling efforts (personal communication, 

December 21, 2017). 

Another perspective on management structures and strategies is documented in Frederick 

Laloux’s Reinventing Organizations.  Laloux outlines a color-coded evolutionary progression in 

organizational paradigms from tribal “red” organizations through “amber” conformity, “orange” 

hierarchical achievement-orientation, and “green” pluralism to finally land on evolutionary “teal”.  

According to Laloux, teal organizations use self-management, are centered on “wholeness”, 

resemble living systems, and work towards an “evolutionary purpose”.  Teal organizations shift 

the organizational chart from a pyramid to a network.  In this aspect, Laloux posits that teal 

organizations can handle more complexity, are more resilient in the face of economic downturn, 

have greater social and environmental management, and are more profitable (Laloux 2014, Laloux 

2016, “A wiki to inspire” n.d.).  Figure 14 below illustrates this evolution.  
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Figure 14: Laloux’s Organizational System Evolution 

 
Source: Laloux, 2016 
 
The role of leadership is radically different in a self-managed teal entity than in a traditionally 

hierarchical organization in that leaders do not directly manage or control the organization. It is 

interesting to note that in all of Laloux’s examples, however, the CEO does play a large and critical 

role in expressing and holding space for the company’s vision (Nixon, 2015). 

It is also interesting to note the parallels and the differences between cooperatives and 

“teal” organizations.  Many cooperative systems have shown increased resilience in the face of 

economic crisis, and many use self-management to efficiently run their operations, both of which 

are typical teal elements (Altuna Gabilondo 2008, Saratxaga 2007, Whyte and Whyte 1991).  

Others highlight the positive social, economic and environmental impact of cooperatives 

(Nembhard, 2014).  Many cooperatives present a mix of Laloux’s management colors, with orange 

central hierarchies in some areas, green democratic processes in others, and collaborative and 

creative teal teams in between. 
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Some specific teal practices that may help curb some of the CFL-incubated coop’s green 

inefficiencies include the advice process.  The advice process is a decision-making process that is 

collaborative but not strictly “democratic”.  Green organizations often get stuck not making 

evidently-beneficial changes because of a lack of leadership, quorum, consensus or majority vote.  

This paralysis often leads to the emergence of orange hierarchies. However, under the Holacracy 

process for example, which is a variation of the advice process, any person can bring a proposal to 

the table, receive feedback, make amendments, and work through objections. Objections are not 

the same as negative opinions on the proposal; instead they must be serious responses to the 

question “do you see any reasons why adopting the proposal would cause harm or move us 

backwards?”.  Once all objections are integrated, the proposal passes and is implemented (Laloux, 

2014).  With these and other teal practices, CFL could experiment by implementing them internally 

as a way of developing the necessary expertise to help the coops adopt them.   

5.0 Conclusions and Future Lines of Research 
 
 
 This study has examined specific aspects of a replication and scaling model being 

developed by the non-profit cooperative incubator, the Center for Family Life, using the structure 

and methodology of a social franchise cooperative.  The topic was framed in economic transaction 

cost theory and the new institutional economics it underpins. The topics of territory formation and 

data benchmarking systems were explored in depth, while several other topics including business 

model, marketing, legal considerations, and management practices were also researched.  The 

world of franchising was explored, and its strengths and tensions were presented.  Background 

was provided on the emerging social franchising sector, including examples from around the world 

of social entrepreneurs using the form to address social issues in a sustainable fashion.  The 
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cooperative alternative to franchises was also presented, including an ice cream-fueled comparison 

of the different features of each model.     

The objectives of this study have been achieved, although there remain multiple areas in 

which further in-depth research could yield more robust results.  This study relied on a limited 

number of qualitative interviews with a wide range of actors including franchisees, franchisors, 

workers, franchise consultants and specialists, lawyers, social franchising experts and 

practitioners, and cooperative developers, among others.   

One area of recommended further research is to conduct a quantitative study with worker 

owners and potential future worker owners to test opinions, concerns and ideas pertaining to 

territory versus service area design.  This would help give dimensions to the research presented 

here.  A second line of future research would survey more cleaning franchisees to bolster the 

industry specific data benchmarks highlighted on in Figure 9.  Further detailed study of Franchise 

Disclosure Documents from states where they are required to be publically available (California 

and Minnesota) can also yield informed recommendations particularly in terms of coming up with 

a recommended territory density calculation.  

Ultimately the success or failure of this venture in bringing a sophisticated worker-centric, 

networked social and economic opportunity to scale will depend on the hard work, dedication, 

intelligence, creativity, expertise and generosity of many the actors highlighted in this research.  

As they attempt to combine aspects of models from powerful and divergent universes, they will 

face the challenging task of bringing together unusual bedfellows in the interest of building their 

own path as they walk it.  It is the hope of the author that this research may contribute in some 

small way in weaving together these worlds to further their efforts, and that a bright future lies 

ahead for these enterprises and the people at their center.   
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Appendix 1: Center for Family Life’s Trampoline Incubation Model 
 

 
  

Center for Family Life | Cooperative Development Program

You	can	jump	high	thanks	to:	
• Templates	&	Franchise	Package
• Treasure	Box	and	Map

We	will	provide	the	
following	structure:	
• Weekly	meeting	with	

one	developer
• Train	1-2	coop	managers	

(succession	planning)
• On-call	support	for	1	

year	for	free

Our	role	is	to	look	out	for	individual	and	group	
safety	&	development:
• Social	group	work
• Anti	oppression	
• Effective	Communication
• Leadership	development
• Connection	to	local	services/general	services.
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Appendix 2: Example of the Balanced Scorecard 

 
Source: SmartDraw n.d. 
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Appendix 3: CoMetrics Data Benchmarking Example 
 

In this example of a CoMetrics data benchmarking report, the Income Statement has been 
common-sized, meaning each value has been converted into a percentage of Sales and 
Returns.  The cooperative reading the benchmark is seeing data for the same quarter and 
from similar sized food cooperatives.  Its data is presented in the “Top Percent” column, 
and is compared to the average of its peer cooperatives based on quartile – upper, median 
and lower.  When the cooperative performs at or above the upper quartile, it is highlighted 
in yellow, and when the performance is at or below the lower quartile, it is highlighted in 
blue.   

 
 
 

Source: Sumberg 2016 
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Appendix 4: International Franchise Association Data Benchmarking for Franchisors 
 

 
 
 Source: International Franchise Association 2011 
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Appendix 5: Center for Family Life’s Data Benchmarking System (anonymized) 
 

 
 
 

 
 
Source: Cooperative Development Program, Center for Family Life, 2018 
 


