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The success of the formation and development of small and medium-sized businesses in Russia depends not only
on a competent legal framework and effective government support but also on the availability of a choice of
different ways to create your own business. In the conditions of an acute shortage of financing, both core and
working capital of enterprises in Russia, it is franchising that allows creating a growing business on fairly favorable
terms. In the article attempts to identify the benefits of franchising as a promising type of business are identified.
Keywords: business; russian market; franchising; franchisor; franchisee.
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Успех становления и развития малого и среднего бизнеса в России зависит не только от грамотной
правовой базы и эффективной государственной поддержки, но и от возможности использования
различных способов создания собственного бизнеса. В условиях острой нехватки финансирования, как
основного, так и оборотного капитала предприятий в России франчайзинг позволяет создавать растущий
бизнес на достаточно выгодных условиях. В статье выявлены преимущества франчайзинга как
перспективного вида бизнеса.
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Business development plays a very important role in achieving the economic growth of the
country, is the basis of the innovative, productive nature of the economy. Franchising has relatively
recently appeared in Russia and so far, is a not-too-studied business area, despite the fact that, through
the opening of new firms, additional jobs appear, employment is increasing, and the quality of life of
people is increasing.
The relevance of this topic is that in recent years the process of development of entrepreneurship
has noticeably intensified in the Russian Federation. The transition to a market economy involves the
development of various forms of entrepreneurship, and the problem of the formation of a small
business is particularly relevant. In these conditions, small and medium businesses are actively
looking for new business models. Combining their strengths, small and large businesses ensure the
effective functioning of the economy, the growth of the economic power of the state, the improvement
of the economic and social indicators of the country: reduction of unemployment, maximum
satisfaction of the population’s needs for goods and services, and replenishment of the state budget.
And one of the most effective forms of such association is franchising.
In recent years, a huge number of enterprises operating under brands of well-known domestic and
foreign companies have appeared. Franchising is becoming increasingly popular, which allows
Russian enterprises to use well-known trademarks.
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Franchising is a business development method based on the partnership of the franchiser and the
franchisee. A franchisor company sells its franchise to a partner, which will be called franchisee in
the future. Promotion of the franchise among Russian entrepreneurs, to a certain extent, could help
solve many problems arising in business.
An entrepreneur buys a franchise, where all steps for business development are spelled out. He
knows the exact amount of his investment, payback period and profit level. That is, the whole business
is absolutely calculated and the result is predictable. This is a significant advantage. Thanks to
working under a well-known brand, franchisee saves money on a marketing campaign; the audience
already trusts a well-known brand.
Basic franchise concepts.
In the most general sense, franchising is understood as a method of marketing goods and services,
developing and conquering the market based on the cooperation of the material and financial
resources of small and large businesses.
Franchising is a form of long-term business cooperation between several firms, in which a company
with a name known in the market (franchisor) resells the rights to it together with the technology of
producing or selling a product or service to enterprises independent of it (the franchise). The essence
of this form is that the head company concludes an agreement with a small independent enterprise on
granting it the exclusive right to release certain goods and their sales, as well as to provide services
under the trademark of this company [1].
The franchisor is a company that issues a license or transfers its trademark, know-how, and
operating systems to the right to use. The franchise is a person or company that buys the opportunity
for training and assistance in setting up a business from the franchisor and pays a service fee
(royalties) for using the trademark, know-how, and system of conducting the work of the franchisor.
For small businesses this form is convenient, since the parent company has credibility (the image has
been developed), the consumer has become accustomed to the brand and does not need to spend
money on advertising.
The franchisor (parent company) concludes contracts not with one, but with several small
enterprises (operators) and thus creates an extensive network of trade and industrial enterprises that
are dependent on it. This dependence is defined by the contract according to which it is necessary to
follow all the rules of trade or production, down to the smallest detail (uniform). But the franchisor
undertakes to provide a range of services – the supply of equipment, raw materials, technology
transfer, personnel training, accounting services [5].
At the same time, the franchisee also receives the rights to use the brand, service standards,
corporate design and business reputation.
Franchising relationships can be profitable for both parties. Franchisee is interested in maximum
sales at minimum cost. The franchisee must follow the franchise business rules and participate in
advertising and marketing campaigns conducted by the franchisor. The franchisor is working hard to
lead the competition, which would be very difficult for one franchisee to do. The franchisor provides
the necessary support so that the franchisee can pay full attention to their daily operations [8].
In this form, the organizing company provides its partners (mainly small enterprises) with a license
to conduct business independently, but under the brand name of the organizing company.
The latter provides its experience and technology and takes over the implementation of advertising,
supply and control (for example, McDonald’s fast-service company). In this case, the franchise
licensee (user), while remaining an independent entrepreneur, pays the contractual fees for using the
franchise. In addition to the brand, technology, advertising, the licensor of the franchise in accordance
with the contract can provide financial resources (like a loan), equipment (mainly on leasing terms)
and other services (staff training, professional development, consulting, etc.) [6].
The following types of franchising are distinguished:
• franchising of services – many foreign firms set up centers in large cities of the Russian
Federation through which they finance the purchase or rental of premises, train personnel, supply
equipment, and exercise control
• franchise of goods – the creation of a wide network of sales and service. All sales firms use brand
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names. Head offices provide tools, spare parts, know-how, finance advertising.
Franchising is a type of relationship between market subjects when one party (the franchiser)
transfers to the other party (the franchise) for a fee (royalty) the right to a certain type of business
using the developed business model for its conduct. This is a developed form of licensing, in which
one party (the franchisor) provides the other party (the franchise) with a compensated right to act on
its own behalf, using trademarks and/or brands of the franchisor.
Nevertheless, an analysis of the literature leads to the conclusion that many aspects of franchising
are still insufficiently studied.
Franchising in the Russian market.
With further integration of Russia into the world economic space, it is necessary to ensure
competitive positioning of Russian enterprises and regions in the foreign economic sphere, based on
the intensive development of international trade in services, including such a specific form as
international franchising [4].
In Russia, franchising has been developing for about twenty years and initially it became
international, since the country did not have experience in building franchise relations in the business
environment [9]. Using the analysis of franchises operating in the Russian market, it was revealed
that there is no unified approach to regulating relations through franchising, which is inherent in
foreign franchises (Figure 1) [2].

Figure 1 – Franchising in Russia and in the World
Considering that the Russian state statistical service still does not measure franchising as a separate
type of business activity, we used the results of a large-scale study, for the first time in Russian
practice, conducted by the portal Franshiza.ru by questioning market players.
According to the Russian Franchise Association, currently in the list of registry franchises,
Enterprises are in the lead, which operate in the catering industry (39.1%), service companies
(35.6%), trade companies (25.3%) (Figure 2).
According to a study of the portal franshiza.ru, the franchising market in Russia has grown recordbreaking over the last year – by 19% (in the previous year – by 5%, previously – steadily by 10-12%
year-on-year). At the beginning of 2018, there were 1900 franchise sellers, at the beginning of 2019,
a little more than 2,250. At the same time, about 1,000 companies were actively promoting their
franchises [7].
Demand has also increased: the growth in the number of applications for a franchise in January
2019 was 300% compared with January 2018. More and more investors are considering franchising
as a way to start a business. At the same time, over the past year, the number of applications from one
investor for several franchises simultaneously decreased from 30% to 15%. On the other hand, if in
the rating for 2017 out of 50 companies, 32 were newcomers, and the top 10 was updated by 50%,
then in the new rating the number of newcomers more than halved [7].
In general, the following factors can be identified, which determined the dynamics of the
development of Russian franchising: мore legality; new financial instruments; increase trading
places; franchises from the regions; service fashion; foreign concepts.
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Figure 2 – Distribution of franchises by major industries.
Our analysis convinced us that franchising is a way of developing a business that allows us, with
minimal, in general, risk, to successfully engage in business activities, to achieve financial soundness.
Regarding opening your own business, the franchise wins in the fact that there are already readymade business development schemes, worked out marketing moves and an existing brand reputation.
When buying a franchise, an entrepreneur receives qualified support from the franchisor, who knows
the specifics of the industry. In modern realities, franchising in Russia is one of the most attractive
types of cooperation and a very attractive opportunity to open your own business.
Nevertheless, it is not necessary to consider that the purchase of any franchise eliminates problems,
gives a guarantee and an advantage relative to competitors. That is why we tried to consider the pros
and cons of work on the franchise (Table 1).
Table 1 - Pros and cons of work on the franchise
Pros
1. The ability to work under a well-known brand.
Franchisees do not need to think about opening, developing
and promoting their business. Much has already been done
for it – and this is the main plus of the franchise.
2. No need to search for suppliers. The franchisor provides
a free list of those with whom it works.

3. No need to think about where to find raw materials and
equipment, how to equip an outlet and so on. The rules are
already spelled out by the franchisor in terms of the
contract.
4. The opportunity at any time to receive information
support. The organizing company is seriously interested in
doing business with partners well. Therefore, it is ready to
provide any assistance regarding the conduct and
development of business, including sharing the secrets of
her success with an entrepreneur.
5. The minimum cost of advertising campaigns. Plus of
franchise is that all the products necessary to promote a
business in the region, for example, design layouts or signs
are already included in the franchise package. Additional
development is not necessary.
6. Low level of competition. The franchisor usually tries
to make sure that only one of partners’ works in the same
territory. Thus, its partners do not have to divide clients
among themselves.

Cons
1. Strict cooperation regulations. After the conclusion of the
concession agreement, the franchise is obliged to comply
with the rules and regulations that are spelled out in it.
Regardless of whether the business pays off or not.
2. Closed list of suppliers. The franchise is obliged to
purchase goods only from those suppliers, the list of which
was provided to him by the organizing company. Even if the
products are not very high quality and more expensive than
the competition.
3. The condition of “non-competition” is another minus of
the franchise. An entrepreneur who has decided to run his
own business is not entitled to open a competing enterprise in
the same territory. He cannot begin to cooperate with other
franchises that sell similar products/services. All this is
spelled out in the contract.
4. Large initial investment - another minus franchise. More
money is needed more than starting a business independently.

5. Termination of the contract unilaterally. The franchisor,
who has decided that the partner does not comply with the
terms of the transaction, may not only demand to suspend the
activities but also sue for illegal use of the trademark. Such
situations are extremely rare, but they happened.
6. Liquidation of the organizing company or change of
leadership. No one is immune from this. Especially often this
happens in times of crisis.
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We see that the number of minutes and the advantages of a franchise is about the same. The
question of whether to buy it remains for the entrepreneur. The only obvious thing is that when
running a business under a franchise, an entrepreneur can count on a quick start and soon to achieve
the desired results.
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