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    Topics Covered:

· Meaning of Entrepreneur and Entrepreneurship

· Characteristics or qualities of Entrepreneur

· Definition of Franchising

· Advantages of owning a Franchise 

· Disadvantages of owning a Franchise

· Model Questions

MEANING OF ENTREPRENEUR AND ENTREPRENEURSHIP
Entrepreneur: 

A person who takes the risks necessary to organize and manage a business and receives the financial profits and non- monetary rewards. In other words, a person who takes risk or has the capacity of taking risk for developing or establishing new ventures is Entrepreneur.
Entrepreneurship: 

Entrepreneurship is the process of creating business by taking financial, social and physical risk and combining factors of production to create goods and services for financial and non -financial benefits. 


CHARACTERISTICS/QUALITIES OF AN ENTREPRENEUR
Need for achievement:

 An entrepreneur should have a strong desire of achievement to grow to accomplish challenging tasks.
Persistence: 

Growth oriented entrepreneurs are persistent. They work hard on the details and relentlessly attempt to find ways to make business more profitable.
High energy level : 

The capacity for sustained effort requires a high energy level. The 60-to-80 hour-work week is common.
Risk taking tendency: 

Growth oriented entrepreneurs believe so strongly in their ability to achieve that they do not see much possibility of failure. Thus they accept risk and find it motivating.

Creativity and innovation: 

The entrepreneurs should be creative and innovative in developing new products and finding new ventures.
Independent: 

The entrepreneur should have the capability of working independently.


DEFINITION OF FRANCHISING

A Franchise is the right to use a business name and sell products or services in a special geographical territory. it is a system for the selective distribution of goods or services under a brand name through outlets owned by independent businessman.
It is a legal agreement between two parties, one is known as franchisor, who sells the right to sell certain goods and or services under its reputed brand name to other party known as franchisee, who in exchange pays a fixed initial sum of money as franchise fee and continues to pay a certain percentage of sales as royalty.  

McDonalds has the largest numbers of food franchise with a 11000 restaurants allover the world.

A franchise offers quite a number of services to the franchisee like; building infrastructure, providing financial assistance, training human resources. A franchisor usually exercises a good deal of control over the franchisee. If the franchisee fails to meet the standards of operation as specified by the franchisor, the franchisor has every right to cancel the agreement. Again, purchasing of all supplies must be approved by the franchisor.

The franchise fee payable to franchisor may vary depending on factors like value of the brand, potential of the franchisee or anything else; which could range from 3 up to 12 %.

ADVANTAGES OF OWNING A FRANCHISE

Franchising has penetrated every aspect of American and global business life by offering and services that are reliable, convenient and cost-effective. The growth experienced in franchising throughout the world could not how been accomplished by accident. Franchising clearly has some advantages.
Personal Ownership:

A franchise operation is still your store and you enjoy much of the incentives and profit like any sole proprietor.
Brand name: 

The investor who signs a franchise agreement acquires the right to use a nationally regionally promoted brand name.
Proven product:

Franchise business spreads worldwide. So the quality of the product is proven. The franchiser can offer the franchise a proven product and method of operating business.

Financial advice and assistance: 

Owners of a franchise business can get financial cooperation and periodic advice from the expertise people arranged by the franchiser.
Lower failure rate:

The failure rate for franchises is lower than that of other business ventures.


DISADVANTAGES OF OWNING A FRANCHISE

As does any business venture, franchising has some disadvantages:
Costs: 

Most franchisees demand a fee from the franchiser for using the brand name, which cause the franchiser in making lower profit. Fees for franchises can vary considerably.
Shared profit:

The franchiser often demands a large share of the profits or a percentage commission based on sales not profit. This share demanded by the franchisor is generally referred to as a royalty.
External control: 

A person who signs a franchise agreement loses independency. The franchisor, in order to operate all of the franchise outlets as a business, must exercise some control over promotional activities, financial records, hiring, service procedures and managerial development.
Weak training programs: 

Some franchisors have developed excellent training programs. But most of the franchisers do not offer any training programs that cause inefficient operation of franchise business.


Model Questions:

1. What is the meaning of Entrepreneur and Entrepreneurship?

2. Discuss the characteristics or qualities required for an entrepreneur.

3. Define Franchising.

4. Describe advantages of owning a Franchise business. 

5. What are the disadvantages of owning a Franchise? Discuss.

