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Entrepreneurship, Franchising and Small Business


    Topics Covered:

· Distinguish Franchisee and Franchisor

· Elements of a Franchise Business

· Meaning of Small Business & causes of it’s failure

· Situations for small business success of Franchising

· Model Questions

DISTINGUISH FRANCHISEE AND FRANCHISOR

Franchisee:

Franchisee is the independent owner of a Franchise outlet who 
enters into an agreement with a Franchisor. 
Franchisor:

Franchisor is the licensing company in the Franchise arrangement. 

ELEMENTS OF FRANCHISE BUSINESS

· A contractual agreement between the Franchisee (person) and Franchisor (company) 

· A branded goods or services

· Operation by a business person for the purpose of earning a profit and

· Monitoring by the Franchisor so that standard procedures and standardized products or services are used.


MEANING OF SMALL BUSINESS & CAUSES OF IT’S FAILURE

Small business is a business that is independently owned and operated, is not dominant in its field of operation. The causes of failure of small business are as follows:

· Starting with too much or too little capital.

· Underpricing or overpricing goods or services.

·   
 
Going into business with little or no experience and without first learning about it.

· Borrowing money without planning just how and when to pay it back.

· Buying too much on credit.

· Expanding credit too freely and rapidly.

· Failure to keep complete and accurate records.

· Carrying habits of personal matters into business.

· Forgetting about taxes, insurance and other costs of doing business.

SITUATIONS FOR SMALL BUSINESS SUCCESS
· The customers require a lot of personal attention, as in a beauty parlor.

· The product is not easily made by mass-production technique such as custom-tailored clothes.

· Sales are not large enough to appeal to large firm.

· The neighborhood is not attractive because of crime or poverty. This provides a unique opportunity for small grocery stores.

· A large business sells a franchise operation to local buyers and franchising is an excellent way to enter the world of small business.

Model Questions:

1. What are the differences between Franchisee and Franchisor?

2. What are the elements required for a Franchise Business?

3. What do you understand by Small Business?

4. According to you, what are the causes of Small Business Failure?

5. State the situations for small business success.
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