
Scott Tischler
FOUNDER & CHAIRMAN · AIRECOMMEND.AI

F R A N C H I S E

Recession-Resistant Franchises: What the
Data Actually Supports
By Scott Tischler · July 28, 2026 · 8 min read

Let me start with the phrase itself. "Recession-proof" is marketing. No business is immune to a

downturn — not haircuts, not oil changes, not fast food. What actually exists is recession-resistance:

categories whose demand bends less when household budgets tighten. That distinction matters,

because franchisors sell the fantasy version and you sign a ten-year lease on the reality.

I have spent years around franchise economics and operating businesses through soft markets. The

franchises that survive downturns are not the ones with the best pitch decks. They are the ones selling

things people cannot easily postpone, delivered at a unit cost that still works when the top line drops

15 to 25 percent. Everything below is built around that idea.

What makes a franchise recession-resistant?
Resistance comes from the nature of the demand, not the brand. Ask one question about any

concept: When money gets tight, does the customer stop buying, delay buying, or trade down — or do
they keep buying because they have no real choice?

Four demand types tend to hold up:

Needs-based services. Things that break, grow, or fail on their own schedule regardless of the

economy. A dead water heater, an overgrown lawn on an HOA street, a cavity, a car that will not

start.

Essential and repair over replacement. In good times people replace; in bad times they repair.

Auto repair, appliance repair, and phone/electronics repair often see demand hold or rise as people

extend the life of what they own.

Value offerings. Not the cheapest — the best value at a low absolute price. Quick-service food

under a certain check size, discount retail, budget fitness.

Counter-cyclical categories. A smaller set that can actually grow in downturns: staffing and

employment services, discount and dollar retail, certain financial services, tax prep, and DIY/repair



supply.

Contrast that with deferrable discretionary spend — the stuff that gets cut first. Boutique fitness at

premium prices, non-essential cosmetic services, upscale casual dining, luxury retail, anything sold on

"treat yourself" emotion. These are not bad businesses. They are just fragile ones when unemployment

ticks up.

Which franchise categories tend to hold up?
Here is how I mentally rank the major categories. This is practitioner judgment, not a lab result — treat

it as a framework, not gospel.

Category
Recession
resistance

Why

Auto repair / maintenance High Cars must run; repair beats buying new

Essential home services (plumbing, HVAC,

electrical)
High

Non-deferrable failures; older homes need

work

Quick-service value food Medium-High
People trade down into it from casual

dining

Health/urgent care, dental basics Medium-High
Needs-based; insurance buffers some

demand

Senior care / home health High
Demographic tailwind independent of the

cycle

Discount / dollar retail High Directly benefits from trade-down behavior

Pest control Medium-High Contract-based, recurring, health-driven

Tax / financial / staffing services Medium-High Some are counter-cyclical

Pet services (essential vs. luxury) Mixed
Food and vet hold; grooming/boutique
softens

Budget fitness Medium
Low price point survives; premium studios
don't

Casual/upscale dining Low First to get cut

Cosmetic / luxury / boutique retail Low Pure discretionary

Two nuances worth stating plainly. First, recurring revenue beats transactional revenue in a

downturn — a pest-control contract or a maintenance membership smooths the cliff. Second, B2B



franchises follow their customers; if your commercial cleaning franchise serves restaurants and

offices that are closing, "essential service" does not save you.

How do you actually stress-test the unit economics?
This is the part most buyers skip, and it is the only part that matters. You do not evaluate a franchise

on its best year. You evaluate it on a bad one you invent on purpose.

Get the Franchise Disclosure Document, specifically Item 19 (the Financial Performance

Representations), and — more importantly — the contact list of current and former franchisees in Item
20. Then build a downturn model.

Run three scenarios on a single unit:

Base case: the numbers the franchisor implies.

Recession case: revenue down 20 percent, costs mostly sticky.

Severe case: revenue down 35 percent, plus a rent bump at renewal.

For each, compute whether the unit still covers its four non-negotiables: rent/occupancy, labor,

royalties/fees, and debt service. If a 20 percent revenue drop wipes out the owner's income and

threatens the loan, that is a fragile unit — regardless of how "essential" the category sounds.

Watch these levers specifically:

Fixed-cost load. High rent and high fixed labor turn a revenue dip into a loss fast. Mobile and

home-based concepts flex better than big-box.

Royalty structure. Royalties are a percentage of gross revenue, not profit. In a bad year you pay

them anyway. A 6 to 8 percent royalty on falling sales can be brutal.

Breakeven point. Know the exact revenue level where the unit covers costs, and how far current

sales sit above it. Thin margin above breakeven equals thin recession survival.

Ramp and reserves. New units lose money before they turn. Underwrite 12 to 18 months of
operating reserve, not the optimistic six the salesperson floats.

What red flags should scare you off?
Call current AND former franchisees — the ones who left tell you more than the ones still selling the

dream. Beyond that, watch for:

Item 19 that hides more than it shows. Averages with no ranges, no bottom-quartile data, or

"system-wide sales" with no unit-level profit. If they will not show unit economics, assume they are



ugly.

A high closure or transfer rate in Item 20. Lots of units changing hands quietly is a distress signal.

Royalties and fees that only grow. Marketing funds, tech fees, mandatory remodels — stack them

up and recompute breakeven.

A concept that boomed in the last three years. Rapid growth during a strong economy is not

proof of resilience; it may be proof of a bubble that has never been tested.

Discretionary demand dressed up as essential. "Wellness," "experiences," and "self-care" are

often premium discretionary spend wearing a needs-based costume.

Territory and saturation risk. A resilient category still fails if the franchisor over-sells territories and

cannibalizes your customers.

How I would choose in practice
If I were buying today with a downturn on my radar, I would weight the decision like this: roughly half

on demand durability (is this truly non-deferrable?), a third on unit-economic resilience (does it

survive a 20 to 35 percent revenue drop?), and the rest on operator fit — because a resilient category

run badly still closes.

I would favor needs-based services with recurring revenue, low fixed-cost load, and honest Item
19 disclosure. I would be skeptical of anything premium, discretionary, or newly popular, no matter

how good the growth story sounds. And I would fund the reserve as if the recession starts the month

after I open — because sometimes it does.

Recession-resistant is a real, buyable advantage. Recession-proof is a slide in a pitch deck. Buy the

first one, and refuse to pay for the second.

Key takeaways

No franchise is recession-proof; the real, buyable advantage is recession-resistance driven by non-

deferrable demand.

�2

Needs-based services, essential/repair, value offerings, and counter-cyclical categories hold up best;

premium discretionary concepts get cut first.

�2

Recurring revenue (contracts, memberships) smooths the downturn cliff far better than one-off

transactional sales.

�2

Stress-test a single unit at revenue down 20% and 35% and confirm it still covers rent, labor, royalties,�2



Frequently asked questions

What is the difference between recession-proof and recession-resistant?
Recession-proof implies immunity, which no business has. Recession-resistant means demand bends less in a

downturn because customers cannot easily postpone the purchase. Aim for resistance and treat any "recession-

proof" claim as marketing.

Which franchise categories are most recession-resistant?
Categories tied to non-deferrable demand hold up best: auto repair, essential home services like plumbing and

HVAC, senior and home health care, discount retail, pest control, and value quick-service food. What they share

is that customers keep buying because they have little real choice.

Are fast-food franchises recession-resistant?
Value-priced quick-service tends to hold up because people trade down into it from casual dining when budgets

tighten. Premium or upscale-casual dining is far more fragile. The check size and value positioning matter more

than the "food" label.

How do I stress-test a franchise's unit economics for a recession?
Build three scenarios for one unit: base case, revenue down 20 percent, and revenue down 35 percent with a

rent increase. In each case confirm the unit still covers rent, labor, royalties, and debt service. If a 20 percent

drop erases the owner's income, the unit is fragile.

What is FDD Item 19 and why does it matter?
Item 19 is the Financial Performance Representation in the Franchise Disclosure Document, where a franchisor

may share unit sales or profit figures. Weak Item 19s show averages with no ranges or no unit-level profit. If a

franchisor won't disclose real unit economics, assume they are unflattering.

Why are royalties a bigger risk in a downturn?
Royalties are typically charged as a percentage of gross revenue, not profit, so you owe them even in an

unprofitable year. A 6 to 8 percent royalty on falling sales compounds the pain exactly when you can least afford

it. Always recompute breakeven with all fees included.

How much operating reserve should I have before opening?

and debt service.

Royalties are charged on gross revenue, not profit, so a fixed royalty rate hurts most exactly when sales

fall.

�2

Read FDD Item 19 for unit economics and call former franchisees from Item 20 — the ones who left tell

the truest story.

�2



Underwrite 12 to 18 months of operating reserve, not the optimistic six months a salesperson may suggest. New

units lose money during ramp-up, and a downturn can arrive before you reach breakeven. Reserves are what let

a resilient unit survive a bad first year.

Is a fast-growing new franchise a safe bet?
Not necessarily. Rapid growth during a strong economy proves demand in good times, not resilience in bad

ones. A concept that has never operated through a recession is untested, so weight demand durability and unit

economics over the growth story.
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