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The future of franchising in  
post-pandemic Britain 
The UK hospitality sector has 
been dealt heavy, consistent 
blows throughout the Covid-19 
pandemic.

During the first nationwide lockdown in the 
spring of 2020, the output of the entire sector fell 
by 90%. Such a drop was unavoidable, considering 
restaurants, coffee shops and bars had to shut 
their doors. Moreover, it had a lasting financial 
impact on the sector. 

Throughout the first 12 months of the pandemic, 
the hospitality industry reported losses of £80.8 
billion. This is the equivalent of the sector losing 
an eyewatering £9 million every hour for an 
entire year.  

While hospitality businesses were partly able 
to recover, the uncertainty that followed with 
new Covid variants, several further lockdowns, 
and social distancing measures scuppered any 
possibility of steady, long-term recovery. 

In light of such testing trading conditions, and 
the unique challenges presented by Covid-19, it 
is no wonder that many trends have emerged 
or accelerated at pace. The rise of takeaway 
services, deliveries, cook-at-home food boxes 
and al fresco dining were all common responses 
to the pandemic, with hospitality venues seeking 
ways to pivot and, ultimately, survive.
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Pivoting and planning

To provide insight into these crucial questions, 
Peckwater Brands commissioned an independent 
survey among 250 senior decision-makers within 
UK restaurants, cafés, bars and takeaways. The 
research found that over two thirds (67%) of 
hospitality businesses had seen their income 
decrease substantially since the beginning of 
the pandemic. A further 58% claimed that the 
pandemic placed their business at risk of closure. 

Under such circumstances, many business 
owners, or indeed hospitality entrepreneurs, 
might have understandably been dissuaded 
from pursuing new business opportunities 
or expansion. Yet surprisingly, one particular 
opportunity experienced a boom throughout  
the pandemic: franchises. 

In 2020, Franchising UK reported a 35% increase 
in enquiries from people seeking self-employment 
through franchising. Such figures suggest that 
many people consider such businesses to  
offer lucrative potential, despite challenging 
economic times. 

The question, therefore, is whether the interest 
in franchises will continue to grow. 

Throughout this report, we will assess the 
appeal of franchises, and whether their existing 
model will continue to appeal to hospitality 
entrepreneurs in a post-pandemic climate.

Now, as Covid-induced restrictions relax and businesses plot a path out of the 
pandemic, the hospitality industry finds itself at an interesting juncture. Which of 
the trends from the past two years will continue, and how will venues find ways 
of rebuilding and remaining competitive?

67% of hospitality businesses 
have seen their income decrease 
substantially since the beginning 
of the pandemic 
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What is a franchise?
A franchise is defined as a structure of 
ownership. Indeed, a franchise occurs when the 
owner (or owners) of a business provides one 
or more parties with the legal right or license to 
conduct business using their name, branding, 
trademark, as well as other key identifiers of the 
business in question. 

For example, the owner of a fried chicken shop, 
based in London, might consider franchising 
their business to other parties, so that the brand 
can grow in other regions of the UK – or even in 
other areas or postal codes of the city itself. 
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The benefits of franchises

Typically, the business is already known and 
therefore likely to produce a ready-made stream 
of loyal customers for the franchisee. As such, 
franchises are proven to be extremely profitable; 
in fact, 90% of franchises report that they are 
making a profit. 

Likewise, supply chain relationships will have 
also been established. So, issues like sourcing 
ingredients, uniforms and branded packaging 
will have already been taken care of – there will 
be no need for franchisees to dedicate time and 
resources to researching supply chain options 
or negotiating prices. 

Franchises can also make the process of 
financing the businesses themselves much 
simpler. This is because lenders and investors 
are often more willing to back an already-
established business, as opposed to an unknown 
startup or brand. In some cases, franchises 
have strong relationships with particular banks, 
lenders or investors, which may have specialist 
franchise departments (as HSBC and NatWest 
do, for instance). The ability to access capital with 
fewer barriers can provide a notable head start 
for someone looking to open a new venue. 

Further, many franchisees enjoy benefits in 
terms of ongoing support. This is because it is 
within the interest of the franchiser to ensure 
the business performs consistently well – of 
course, this will benefit them financially, as well 
as enhancing the reputation of the business 
itself. Accordingly, they are more likely to offer 
ongoing support to ensure the franchise is being 
managed correctly. 

Given these multiple benefits, the appeal of 
franchises is clear to see. Evidently, they offer 
an additional level of assurance, which gives 
hospitality entrepreneurs the best chance of 
success, not to mention more peace of mind 
within an uncertain climate. 

It must be acknowledged, however,  
that there can be various drawbacks  
to franchises. 

First and foremost, the franchise is already an established business, with a 
recognisable brand and reputation. Hospitality entrepreneurs need not worry 
about forging their way into a new market from scratch but can capitalise on the 
groundwork laid by others. 

90% of franchises report that 
they are making a profit
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Potential drawbacks of franchises
As is the case with most business 
propositions, both sides must be 
considered before undertaking the 
responsibility. This is certainly true  
with franchises. 

For example, franchisees are destined to have 
less control when it comes to how the business 
itself is run. This is because the franchiser 
controls the business and brand in its entirety. 
As such, even seemingly trivial changes such as 
tweaking the uniform or the recipe of a product 
cannot be decided by the franchisee. 

Similarly, decisions regarding supply chains 
cannot be made by the franchisee. Franchisers 
have established such relationships under the 
agreement that all franchisees will maintain 
the working relationship. Even if a superior 
and perhaps cheaper alternative emerges, the 
franchisee must honour the contract until HQ 
decides otherwise. 

It must be noted that franchises also have high 
operating costs. There is the cost of the initial 

franchising fee – the average cost for which is 
£40,000 – followed by start-up costs: including 
property fees, store design, equipment, employee 
training and marketing. Once the franchise is 
operational, franchisees must also factor in 
working costs, as well as franchise royalties, 
which tend to be a flat rate on gross sales and 
can stretch as high as 20%. 

Under such circumstances, it would be possible 
to see a decline in the interest in franchises in 
the immediate future; this could in turn scupper 
the recovery of the hospitality sector. After all, 
franchises contribute £15 billion each year to 
the UK economy – it is unlikely that the country 
can afford to experience the decline of such a 
lucrative prospect. 

Accordingly, considerations should be made to 
ensure that franchises remain an attractive, 
viable prospect for hospitality entrepreneurs. 
And the answer could lie within virtual brands. 
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The prospect of virtual brands

They are usually adopted by venues that are 
operating at less than full capacity. They essentially 
make such businesses much more efficient, as 
they allow the business owner to make use of the 
equipment and staff, which might otherwise be 
under utilised, to increase revenue and explore 
alternative menus. 

For example, a pizza takeaway may only be using 
60% of its kitchen capacity. They likely have the 
necessary base materials to prepare Korean, 
or Mexican, or American food (such as chicken, 
fish, or the main vegetables of common dishes, 
as well as some necessary spices or condiments). 
Consequently, by adopting a virtual brand for any 
of the aforementioned cuisines, the restaurant in 
question will be able to make use of idle resources 
and equipment, while enjoying more orders and an 
increase in revenue.  

Virtual brands could revolutionise the traditional 
franchise model, as they ultimately save the 
franchisee money on overheads and further 
utilities, as they already have access to the 
necessary resources. 

Their implementation need not drain resources 
either. For example, partners of Peckwater 
Brands receive end-to-end support throughout 
the entire process; from deciding which brand 
would be best suited to the kitchen, to brand 
management, managing delivery data, recipe 
development and training. Furthermore, 
Peckwater Brands  is committed to offering 
ongoing support to its partners, similar to that of a 
traditional franchise model, as well as conducting 
reviews of suppliers and brand development, 
ensuring their approach is not prohibitively or 
detrimentally rigid. 

Further, the turnover of virtual brands can be 
hugely beneficial to the business. Partners of 

Virtual brands are brands that exist entirely on third-party delivery applications, 
such as Deliveroo, Just Eat of Uber Eats, with no bricks and mortar venue for 
customers to visit. Moreover, they are run within existing kitchens, but under an 
entirely separate brand from the one primarily run by the kitchen. 

Peckwater Brands have reported increases in 
monthly income ranging from £12,103 - £45,823 
since adopting a virtual brand. 

Franchise models for UK hospitality businesses 
can be lucrative and provide a great opportunity 
for hospitality entrepreneurs to gain a firm 
footing within a competitive sector. However, 
the traditional model is arguably inflexible. And, 
given the current financial difficulties within 
the industry, the drawbacks may hinder more 
franchises from emerging. 

As such, the concept of virtual brands, in the form 
of franchises that are embedded into an existing 
venue, is likely to become more common. The 
ingenuity of a virtual brand, or indeed a virtual 
franchise, is that it is not confined to one physical 
venue. They can be run from any existing kitchen 
and, provided they receive the right support and 
training, have every chance of succeeding and 
transforming kitchen revenue. 

Partners of Peckwater Brands 
have reported increases to their 
monthly income ranging from 
£12,103 - £45,823
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Consider the alternative

Sam Martin 
COO of Peckwater Brands

“Franchises are a brilliant way for 
hospitality businesses to stand out 
within a competitive market. What’s 
more, they can be incredibly lucrative, 
under the right circumstances – the 
35% increase in franchise enquiries 
throughout 2020 highlights the 
confidence in this model.

“That said, under the current model, 
there are certain factors that could 
deter hospitality entrepreneurs 
from becoming franchisees; namely 
the ongoing costs to equipment, 
uniforms and the lack of control over 
the brand itself. Such factors could 
give way to the argument that the 
franchise model could be adjusted to 
be more accommodating to present 
circumstances.

“The concept of virtual brands, and 
indeed virtual franchises could 
pose an answer to this. The fact they 
can be launched from pre-existing 
kitchens will mean that money can 
be saved on equipment. Further, 
virtual brands contribute to the 
kitchen’s overall revenue – which, as 
Peckwater Brands’ figures highlight, 
could transform the financial health 
of businesses.

“Of course, this will be unachievable 
without the right support. Whilst 
some virtual brands might provide 
the bare minimum of support at the 
outset, then leave the business to 
muddle through alone, Peckwater 
Brands provides support every step 
of the way, giving them the very best 
chance of success. 

“Every business model requires 
analysis and adjustments over time 
– and franchises are no different. 
What is promising, however, is that 
concepts such as virtual brands 
are tried and tested, and poised to 
catapult franchises into the post-
pandemic world.”
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Virtual Branding in Action: 
Desperado Grill 
The pandemic placed a massive strain on 
Desparado Grill, after social distancing measures 
put a halt to dine-in customers. And despite the 
restaurant offering takeaway services, owner 
Atanaska soon realised that delivery sales couldn’t 
sustain the costs of keeping the restaurant 
open. There was a clear need to diversify the 
restaurant’s offering. 

Accordingly, Peckwater Brands approached 
Desperados with a set of 3 competitive virtual 
brands that matched the market gap in the area, 
complete with staff training and marketing.

The team at Desperados was very 
impressed with the quality of 
photography and minimal equipment 
needed. They now have four of our 
brands live. 

The partnership resulted in Desparado Grill 
transforming its monthly performance, with the 
restaurant enjoying an additional £43,445 in monthly 
revenue and 434% month-on-month growth. 

Of her experience with Peckwater Brands, 
Atanaska said: “When I was approached by 
PWB they estimated an average of 100 orders 
a week. 10 months in and we’re receiving 
300+, increasing my sales by £7000 week-on-
week. Revenue that I’ll be using to refurb my 
restaurant. For the first time in five years, I was 
able to give myself and my entire team ‘Mothers 
Day’ off due to the additional revenue PWB has 
brought in!” 

The restaurant is now enjoying 
an additional £43,445 in monthly 
revenue and 434% month-on-
month growth




