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The most accomplished franchisors have 
achieved success because they evolved to meet 
their franchisee needs and preferences in the 
global markets they serve. The ease of becoming 
a franchisee and the strength of the operational 
relationship with their franchisor is foundational 
to the success of both. Yet a key element of the 
franchisee-franchisor relationship that often gets 
overlooked is the flow of money. Put simply, how 
does the franchisor get paid in a timely manner 
without burdening the franchisee with high fees?

How efficient, localized, and transparent is the 
franchise fee payment process in the different 
international markets you operate in? The most 
lucrative franchisors have prioritized their 
international payments strategy when it comes 
to collecting royalties, advertising and marketing 
fees and more. Expertly managing foreign 
exchange (FX) and banking fees can make the 
difference in hitting your cash management and 
growth objectives.

Franchisors with international presence 
know that royalty payments can at times be 
unpredictable for many reasons, a major 
contributor being currency volatility. FX 
fluctuations can lead to unpredictable cash flow 
which can affect strategic initiatives to expand in 
current and new foreign markets.

 How can you improve the payment 
experience for all parties?

In this whitepaper, we define some of the most 
important terms around international payments, 
and explore some considerations, challenges and 
questions to ask when pursuing an international 
franchise strategy to digitize and ease cross-
border payments processes.



FX 101 and cross-border  
payments

 �Let’s�begin�with�some�basic�definitions�around the foreign exchange market and 
cross-border payments.

 
The foreign exchange market is the world’s largest 
and most liquid financial market, with volumes 
exceeding all global equity and fixed income 
volumes combined. Trading takes place 24 hours  
a day, opening Monday morning in New Zealand 
and closing Friday evening in the United States.

Foreign exchange markets set the foreign 
exchange rate, also known as the FX rate— the 
ratio between a pair of currencies that shows 
how much of one trades for the other. Due to both 
the ebb and flow of currency demand and round-
the-clock trading, FX rates fluctuate regularly.

Cross-border business payments are currency 
transactions between organizations that are 
located in different countries. As EY explains, 
these transactions involve front-end providers 
and, increasingly, back-end ones. In the past, the 
payer chose a front-end provider – bank or money 
transfer operation – to move the payment, which 
the recipient received through whatever provider 
the payer chose. Long settlement periods, high 
transaction costs and limited accessibility were a 
problem particularly with less liquid currencies. 
Within this environment, back-end networks have 
emerged to “optimize cross-border payments,” and 
enable interoperability between payment methods. 
These back-end providers give senders more 
options – and can deliver greater efficiencies – to 
reach the receiver.

https://www.ey.com/en_us/banking-capital-markets/how-new-entrants-are-redefining-cross-border-payments
https://www.litefinance.com/blog/for-investors/what-is-liquidity/#:~:text=Liquidity%20is%20the%20ability%20of,quickly%20exchanged%20for%20another%20asset.


Payments considerations in  
expanding a franchise internationally

 Here’s a common international  
expansion storyline: 

A franchisee or master franchise expresses the 
interest, experience, and financial readiness to 
launch a franchise brand in a new country, and 
so the agreement is signed. As the franchisor 
starts down the path, operational complexities 
start piling up and in no time, the brand is operating 
in the new market but struggling to get money out 
of that country due to legal, regulatory and tax 
considerations that weren’t settled. 

FX and bank fees, local laws and regulations, 
taxes, and ensuring regulations are followed 
when repatriating funds all need to be considered 
when setting up international franchise payment 
operations. Will you put the FX burden on 
franchisees to pay you in US dollars (or your 
currency of choice)? What payment methods will 
you offer? How will you comply with invoicing 
requirements in specific countries? And how will 
you ensure everything comes to you in a format 
that is easy to reconcile and doesn’t cause work 
outside of your accounting system?



  Let’s review, at a high level, what to consider 
when onboarding payments processes for 
international franchisees.

Invoicing and collection 
Invoicing in USD, for instance, and leaving it 
to franchisees to figure out how to pay isn’t 
only problematic because of the complexities 
involved with FX for the customer. There are 
also a number of cross-border invoicing issues 
to contend with. Here are some basic questions 
to consider.

How will you comply with regional and local 
requirements? There are regional, country-
specific and sometimes even local regulations 
and laws guiding what exactly the invoice must 
look like, how it must be delivered, whether it 
must be translated into the local language, and 
more. You’ll also need to assure the correct 
documentation is sent by the payer for U.S.  
tax purposes. 

What methods of payment will you offer?  
It’s crucial to stay on top of the preferred 
payment methods in specific regions – which can 
differ a lot. Let’s look at a few.

• Bank wires — Bank wires are often the first 
choice for international business payments, 
but they also tend to be more complicated and 
more expensive. You need to provide customers 
with the proper banking details and codes, and 
they need to engage with their bank to initiate 
the wire. Confusing foreign exchange and 
bank transfer fees often cause the payment 
amount to be less than intended when it arrives. 
Another drawback is the reconciliation work 
that’s required to connect a payment to an 
invoice. This makes it more complex to reliably 
and efficiently determine payment status.

• Credit cards — Credit cards are often the 
fastest way to pay, but high FX rates and fees 
can also make them expensive for international 
payments if you don’t pay close attention to 
fee structures.

• ACH payments — This electronic payment 
method is experiencing high growth when it 
comes to B2B payments. There were 5.3 billion 
B2B ACH payments in 2021—valued at $50 
trillion— a 20.4% increase from 2020. ACH B2B 
payments are up 33.2% over the past two years.

• Local digital methods — While some B2B 
payment methods may closely mirror those in 
the U.S., doing business in Brazil, for instance, 
will require you to accept perhaps payment 
methods that are new to your business, such 
as Boleto Bancario. 

What currencies will you support? Providing 
local currency options for payment not only 
makes it easier on the franchisee, but ensures 
that you receive payments in the accurate 
amount. Having cash tied up overseas is not 
ideal, nor is the common issue of receiving short 
payments due to dynamic FX rates and hidden 
fees. You’ll need to ensure a transparent and 
cost-effective transaction for both parties when 
considering currency exchange rates.

https://gocardless.com/en-us/guides/ach/what-is-an-ach-payment/
https://gocardless.com/en-us/guides/ach/what-is-an-ach-payment/
https://www.nacha.org/news/ach-network-sees-291-billion-payments-2021-led-major-gains-b2b-and-same-day-ach?utm_campaign=Press%20Releases&utm_medium=email&_hsmi=202817261&_hsenc=p2ANqtz-_t6CcWfapJ5RuiEFfDAXt9az-g5z2OUKdHZYQNzfo1X8kXr3tYDmxzVVRJrGIRQRITAWFTiZh2lNi48mDp6sCNLOLwqJS7BMYpa2WZEP61NnC7_fw&utm_content=202817261&utm_source=hs_email
https://www.nacha.org/news/ach-network-sees-291-billion-payments-2021-led-major-gains-b2b-and-same-day-ach?utm_campaign=Press%20Releases&utm_medium=email&_hsmi=202817261&_hsenc=p2ANqtz-_t6CcWfapJ5RuiEFfDAXt9az-g5z2OUKdHZYQNzfo1X8kXr3tYDmxzVVRJrGIRQRITAWFTiZh2lNi48mDp6sCNLOLwqJS7BMYpa2WZEP61NnC7_fw&utm_content=202817261&utm_source=hs_email
https://help.flywire.com/hc/en-us/articles/360019535898-How-can-I-make-a-boleto-payment-


Self-service payment processes 
Can you offer a fully digital payment experience 
for the payer – such that the payer is able to 
complete the entire transaction online and 
view its details? Or are you emailing an invoice 
with instructions for manual payment – leaving 
them with little visibility into the status of their 
payment? Depending on how frequently you are 
invoicing your franchisee and how complex the 
payments are, manual work and inefficiencies 
add up quickly on both sides of the transaction.

Transaction security and privacy 
Transaction security and compliance with 
applicable security and privacy laws and 
regulations is critical. An evaluation of payment 
providers must include their maturity with:

SOC II Type 2 (or SOC 2) evaluates the 
operational procedures and technical controls 
within a service organization that accesses, 
stores, and processes customer data. The 
assessment is based on strict information 
security policies and procedures that measure 
the organization’s ability to properly manage 
and protect the security, availability, processing 
integrity, and confidentiality of customer data. 

PCI DSS is the industry standard for companies 
that accept, process, store or transmit credit card 
information. This certification was specifically 
designed to reduce credit card fraud by ensuring 
secure environments and increasing the controls 
around cardholder data. 

EU–US Privacy Shield is a framework designed 
to ensure that US-based companies adhere to 
the rules of the European Privacy Act when they 
do business with European entities. Specifically, 
the General Data Protection Regulation (GDPR) 
provides stipulations on how personal data can 
be exchanged for commercial purposes between 
the European Union and the United States.

Complexity and cost of managing multiple bank 
accounts and banking relationships 
Receiving overseas payments is rarely as simple 
as opening a local bank account. The franchisor 
must consider the corporate treasury function. 

Will there be an increased treasury challenge 
if this is going to be an ongoing relationship? Do 
you need to hold foreign currency and the local 
currency? How much will it add in cost?

FX complexities 
Hedging currency risk must be considered in 
any overseas expansion, but especially when 
the global economic environment is volatile, 
interest rates are high and inflation is a concern. 
Individual currencies and markets present unique 
and complex considerations. Flywire surveyed 
hundreds of global financial professionals for 
the past two years, and they consistently rank 
dealing with currency fluctuations as the biggest 
challenge to expanding into international markets. 
A full 95% said that if they had an easier way to 
deal with exchange rates, they could increase 
global expansion efforts.



Long DSO and impact to cash conversion cycle 
Having timely visibility into all global transactions 
was a top need of treasurers surveyed in 
McKinsey’s 2021 Global Payments Report. That’s 
hardly a surprise, given that on the receivables 
side, the average U.S. firm now waits 33 days to 
receive a cross-border payment, according to 
the PYMNTS’ August 2021 Global B2B Payments 
Playbook. Anecdotally, we’ve heard that global 
inflationary pressure has extended that by nearly 
twice or three times as long – with companies 
waiting as much as 90 days to receive payments.

Support when something goes wrong 
How will you support franchisee payers when 
they have questions – around the clock, and 
meet needs in local languages? How will you 
manage chargebacks? Most businesses don’t 
have the resources or expertise to take this on 
themselves.

Operational efficiency 
How will you reconcile multiple bank accounts, 
handle transactions in different currencies and 
get visibility into where payments are globally?  
If your company has standardized on an ERP 
system, how will you best ensure work doesn’t 
occur outside of it – with each entity’s head of 
accounting pulling reports from different systems 
into Excel? Matching wire transfers that came 
into a bank account with customer invoices, 
combing through bank accounts and credit card 
statements to make sure everything lines up 
correctly is painstakingly manual work.

Geo-political risk and issues 
There’s a range of events and situations that 
bring risk to overseas expansion, but on the 
whole geopolitical risk and uncertainty are rising. 
Worries over geopolitical risk landed among the 
top 10 CFO concerns for the first quarter of 2022 
in the CFO Survey, a long-time survey run by Duke 
University’s Fuqua School of Business and the 
Federal Reserve Banks of Richmond and Atlanta.



Conclusion

Going international and receiving 

international payments is rarely as 

simple as opening a bank account 

in another country. Everyone wants 

brand expansion, but not the complexity 

associated with cross-border payments.

You can accelerate expansion strategy with the 
right payments infrastructure in place to collect 
royalties and other franchising fees. At Flywire, 
our international A/R solution makes it easy for 
franchisors to digitize cross-border payments and 
provide a localized payment experience to your 
franchisees, while mitigating FX burden and bank 
account maintenance headaches, and masking the 
complexity of keeping up with changing laws and 
regulations around payments and financial services.
Flywire’s software eliminates many international 
receivables-related challenges. We’ve spent more 
than a decade building a leading global payment 
network with support for 140+ currencies. And 
our technology platform allows your business to 
offer digital and localized payment experiences, 
automate currency conversion and fully reconcile 
payments through to the system of record in your 
currency of choice.

Request a demo to learn 
how Flywire can help your 
franchise’s international 
payment strategy.
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https://www.flywire.com/resources/webinar-the-roi-of-an-all-in-one-ar-strategy
https://www.flywire.com/resources/webinar-the-roi-of-an-all-in-one-ar-strategy
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