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ABSTRACT

Franchise is one of the most interesting businesses which are rapidly expanding in the Philippines’ economy. Franchise is popular because the model of the business is very efficient in assisting the expansion of franchise. On the one hand, the franchisor can increase his/her network without investing his/her own money. On the other hand, the franchisee also gains the benefit from the renown of the business which already attracts consumers and at the same time it also reduces the risk of starting new business.

The aim of the study is to determine the different strategies used by the local selected franchise business towards profitability and sustainability that would provide a great opportunity to other entrepreneurs or to those aspiring ones to flourish strategies to achieve success. What is more, what strategies they would have over their competitors and how franchising could last long-term ways.

This research study utilized the selected franchise businesses in Cauayan City with a convenience sampling of 73 respondents. The researchers used qualitative and quantitative approach. And the result shows that there is no significant difference in the strategies used by the franchise business to achieved profitability and sustainability.





























CHAPTER I
THE PROBLEM AND ITS BACKGROUND

Introduction

Franchising has become one of the most recognizable business formats and internationalization strategy for business practitioners especially in the way entrepreneurs are operating under other people’s business concept. It has emerged over the years as a popular expansion strategy for a variety of product and service companies.

Franchising is basically a specialized form of licensing in which the franchisor not only leases intangible property (normally a trademark) to the franchisee but also insist that the franchise agree to abide by strict rules as to how it does business. The franchisor will often assist the franchisee to run the business on an on-going basis, (Hill 2008.pp 408). It is similar to licensing, although franchising tends to involve longer term commitments than licensing.

Franchising is a method of distributing products or services. At least two levels of people are involved in franchise agreement, namely: the Franchisor, who lends his trade mark or trade name and a business system; and the Franchisee, who pays a royalty and often an initial fee for the right to do business under the franchisor’s name and system of operations, technically, the contract binding the two parties is the franchise. Franchising has emerged in recent years as a highly significant strategy for business growth, job, creation, and economic development at both local and international retail business arena, (Hoffman & Prebble, 1995.p 80). It has moved from traditional product (trade mark) areas such as automobiles, petroleum and soft drink bottlers to be more proven format business concept.

While there are many ways to differentiate between different types of franchise, we will be looking at how different franchisors allow franchisees to use their name. On this basis, there are three different types of franchise:

Product or Trade Name Franchising, the owner holds the right to a name or trademark, which is then sold or licensed to franchisees. With product franchises, manufactures control on how retail stores distribute their products. Through this kind of agreement, manufactures allow retailers to distribute their products and to use their names and trademarks. To obtain these rights, store owners must pay fees or buy a minimum amount of products. Tire stores, for example, operate under this kind of franchise agreement.

Business Format Franchising, the Franchisor and the franchisee have an on-going relationship in which the franchisor provides services such as site selection, training, marketing plans, and other tools for your business. In business format franchise is a company expands by supplying independent business owners with an established business, including its name and trademark. The franchisers company generally assists the independent owners considerably in launching and running their businesses. In return, the business owners’ pat fees and royalties. In most cases, the franchisee also buys supplies from the franchiser. Fast food restaurants are good examples of this type of franchise. Prominent examples include McDonalds, Burger King, and Pizza Hut.

Manufacturing Franchising, the franchisor allows a franchisee to produce items using their brand name and trademark. While this type of franchise is the most popular among food and drink companies, they can also be found throughout manufacturing industry, from children’s toys to cars. The best example of this would be a soft drinks company.

Franchising Business does their techniques to remain the existence of a product and to maintain its profitability and sustainability. One of these are Advertising because it can influence the choice of a consumer because if there were no advertising, the consumption of a product wouldn’t have been so widespread. Another is offering a discount to a customer, why not consider offering a percentage discount or ‘get one free’ when customers buy a set number of items. This increase the size and value of customer orders, and helps to move stock which may be needed for clearance items.

The 4 P’s marketing strategy was used by the owner of franchise business as a technique to remain the existence of the business. The 4ps were created by marketing Professor E. Jerome McCarthy in 1960, seven years after Borden’s speech. They are a framework that marketers and businesses can use when designing strategies and campaigns to promote their product and service.

Product refers to physical goods or the intangible services that you offer, but there’s more to it than that. It is also about the experience that users and customers have with your product. They may be attracted to the product packaging, features, ease-of-use, name, quality, design or support. It is critical to choose the right price for your product or service.

If your product is underpriced, consumers may question its effectiveness or think that it’s “too good to be true”. On the other hand, if you price your product too high, consumers may see it as overpriced and unnecessary. The strategy that you choose should be based on the value of your product, the production and distribution cost, consumers demand and competitive landscape. Price is also heavily influence of course you need to price to make a profit. Promotion lets people know that your product solves a specific need.

In the promotion stage, your message should be clear and geared towards your target audiences. Tell them why they need your product and how it will benefit them. Some channels that you may use for promotion are: word-of-mouth, podcast, radio, social media, email, press releases, public relations, print, television ads, and pay-per-click (PPC) ads.

Place refers to the distribution of your product. If you run a local retail business, you will likely use direct sales at your location. You may also offer certain items through online store. Place or placement has to do with how the product will be provided to the customer. Distribution is a key element of placement. The placement strategy will help assess what channel is the most suited to a product. How a product is accessed by the end users also needs to compliment the rest of the product strategy.

Here are examples of franchising in Cauayan City, Isabeala:
7- Eleven opens first Isabela outlet owned and operated by Atty. Crisanto Mora which is located along the National Highway in Cauayan City, is expected to cater to students of nearby school, residents located within the vicinity, and most specially travellers, tourist.

According to Ulysses Borral, PSC Business Development Division Head, the opening is significant boost to PSC’s planned expansion in Region 2. They seek to expand footprint to service emerging markets in the province.

Fries the King, is the newest concept in the line of food cart business developed by Mc Biz Enterprise (MCBE). It is a newly established franchising company that started on May 2012 offering only Dim sum Food cart concept, now with 30+ branches including in Cauayan City Mc Biz Enterprise offers quality business package to starting entrepreneur who are looking for affordable food cart concepts. It is a Filipino-owned Franchising company committed in constant development of competitive and diverse business concept; it was established to help Filipino to build their own Business.

The primary motivation of Mc Biz Enterprise is to be approachable. They are driven to satisfy both the taste buds and pockets of the Modern Pinoy with only the best products made from the best ingredients using innovated technology and a skilled workforce.



























Statement of the Problem

Despite the popularity of franchising among business organizations and entrepreneurs nowadays as a business expansion and development strategy, it has been unacceptable to some entrepreneurs because of its disadvantages and risk involved.

This study aimed to answer the following questions:
1. What is the profile of the respondents in terms of:
1.1 Scale of Operation
1.2 Products or Service Offered
1.3 Length of Existence of the Franchise
1.4 Monthly Net Income of the Franchise Business
2. What are the problems encountered in operating the business?
3. What are the strategies used by the respondents to achieve Profitability and Sustainability?
4. Is there a significant difference in the strategies used by the respondents in franchising business according to the type of franchise?


Objectives of the Study

This study seeks to determine the strategies of selected local franchise business in Cauayan City: towards profitability and sustainability.
1. To determine the profile of respondents in terms of:
1.1 Scale of Operation
1.2 Types of Franchise
1.3 Length of Existence of the Franchise
1.4 Monthly Net Income of the Franchise Business
2. To determine the problems encountered in operating the franchise businesses.
3. To determine the strategies used to achieved Profitability and Sustainability.
4. To determine if there is a significant difference in the strategies used by the respondents in franchising business according to the type of franchise.

Assumption of the Study

The assumption is that franchising is a system building, expanding and adding value to someone else existing business, which many entrepreneurs will always avoid, as Norman(2006) indicated “Many conclude the time, effort, money and shift in emphasis from running a business to helping others run businesses is not right for their companies”.

On the other side, some individuals choose franchising as their best option to start up business because of its merits and less risk involved in starting a business growth and expansion, especially in retail food industry.
Assumptions are facts that assume to be true, but cannot verify. In order to avoid misinterpretation, researchers must identify and address potential assumption (Fisher & Stenner, 2011). We, the researchers, assumed that at a sufficient number of
franchise business that have been profitable and sustainable would be truthful, and not biased with their answer. There is another assumption that the structured-interview questions would lead to enough information which can be determine the most effective and efficient strategies that help the franchise business to become more profitable and sustainable.

Importance of the Study

This study provides strategies to be use in establishing a franchise business in selected loca franchising business in Cauayan City to maintain its profitability and sustainability.
This study will help and give importance to the following:
To franchisors: this study could serve as useful reference for other franchisors desiring to expand their franchising business.
To franchisees: This study will help them to improve their strategies when they are encountering problem to maintain its profitability and sustainability.
To potential franchisee: This study will help them to decide which strategy is most preferred in terms of different problems.
To instructors: this study will serve as their guide in teaching topics about franchise to their students.
To future researchers: this study will also serve as their basis when they’re going to have a research or thesis in the future.
The Scope and Delimitation
This research study discusses the primarily strategies to be used to maintain its profitability and sustainability of a franchising business in Cauayan City, Isabela. This study also discussed the problems encountered of a franchising business. This research study utilized the selected franchise businesses in Cauayan City with a convenience sampling of 73 respondents.
Definition of Terms
For a clearer understanding of the study, the following terms are hereby defined in operational definition.
Franchise – A franchise is an agency agreement in which the seller (or the franchisor) grants a buyer (franchisee) exclusive rights to market the seller’s product; in return, the buyers agrees to follow policies desired by the seller.
Franchising – It is a business model wherein the owner of the business (franchisor) gives the independent operator (franchisee) the right to distribute his product, implement his business techniques and use his brand and/or trademark in exchange for a fixed franchise fee and a portion of the gross income (royalty fee, advertising fee, etc.).
Franchisor – It refers to the one who lends his trademark or trade name and a business system. Owns the overall rights and trademarks of the company and allows its franchisees to use these rights and trademarks to do business.
[bookmark: _GoBack]Franchisee – It is the party in a franchising agreement that is purchasing the right to use a business’s trademarks, associated brands and other proprietary knowledge in order to open, a branch. And one who pays a royalty and often an initial fee for the right to do the business under the franchisor’s name and system.
Strategy – It is a plan or techniques to be use by the franchisor and the franchisee in order to achieve a particular goal to maintain the existence of one’s product and services.
Profitability – It is the ability of a franchising business to earn a profit or state of being profitable over a specified period of time.
Sustainability – It is the management and coordination of environmental, social and financial demands and concerns to ensure responsible, ethical and on-going success.
Trademark – It is the companies’ product or brand of a franchisor that can be used by the franchisee with the permission of the franchisor.
Agreement – It is a contract where the franchisor and the franchisee agree about what is to be done.

