FRANCHISING
According to International Franchise Association of America:

“A franchise operation is a contractual relationship between the franchiser and the franchisee in which the franchiser offers or is obligated to maintain a continuing interest in the business of the franchisee in such areas as know-how and training; wherein the franchisee operates under a common trade name, forma and/or procedure owned and controlled by business from its own resources.”

Meaning: Franchising involves the sale of a successful business formula to an external buyer or franchisee who runs the operation in a specified location.  The essence of the franchising concept can be highlighted as follows:

· It is a contractual relationship

· The franchiser has a responsibility of introducing the franchisee to all relevant areas in the operation of the business

· The franchiser owns a trade name, format and procedure

· The franchisee must own its own business

Benefits of Franchising

A. To the Franchiser

1. Wider distribution

2. Maintains consistency in quality

3. Knowledge of local market

4. Risk sharing

5. Motivation

B. To the Franchisee

1. Obtaining established business

2. Reduction of risk

3. Training

Challenges of Franchising

A. To the Franchiser

1. Difficulty in motivating

2. Inconsistent quality

3. Customer feedback

B. To the Franchisee

1. Legal framework

2. Disappointing profits

3. Too much interference

4. Uncertainty

