Source: Grzelak, K., & Matejun, M. (2013). Franchising asConcept of Entrepreneurship
Development in the SME Sector, In M. Matejun & A.alAcka (Eds.),Modern
Entrepreneurship in Business Practice: Selectedudsqpp. 47-61). Lodz: Lodz
University of Technology Press.

Karolina Grzelak, Marek Matejun
Department of Management, Lodz University of Teldgyo

FRANCHISING AS A CONCEPT
OF ENTREPRENEURSHIP DEVELOPMENT
IN THE SME SECTOR

[ For more publications visivww.matejun.conj

1. Introduction

Franchising is a concept whereby independent estémbark upon mutual
cooperation, as a part of which the franchisor tfas system’s organiser)
transfers onto the franchisees, in exchange fapgnopriate fee, the recipe for
a particular business activity and how it shouldoperated. The relationships
between those entities are based on a contractlemtt to the creation of
a franchise network, constituting of entities theg independent legally, in terms
of ownership and financially, who are at the saimthomogeneous from the
point of view of those purchasing offered produotsservices [compare to
Chmielarski 2002, p. 218-219]. The core type ofitest that operate as
franchisees in majority of networks are micro, dmahd medium-sized
enterprises (SMEs), who find the franchising cohdegbe a great opportunity
of obtaining support towards their entreprenelaaivities.

Taking the above into account, tlaém of this paper is to present the
capabilities of applying the concept of franchisiig the development of
entrepreneurship in the SME sector. In order toieaehthis aim, empirical
research has been conducted in form of a case,dtasting selected by means
of purposive sampling the ,1za” enterprise, a fil@isee operating as a part of the
“Zabka” network. A detailed research method used s unstructured
interview with the company owner and the methodaxfument analysis. During
the empirical work particular attention was paidhe conditions, determinants
and effects of franchising in stimulating the eptemeurial activities of the
researched company.
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2. Characteristics and importance of franchising
in entrepreneurship development

The development of entrepreneurship in the SMEoséstclosely related to
the release of private initiative and intellectuattivity that focuses on
generating wealth through the synergy of propedynisined manufacturing
factors. It is directly linked to making the mosdt apportunities and avoiding
market threats, implementation of new ideas andvation, as well as readiness
to take calculated risks [Borowiecki, Siuta-Toka<2008, p. 32]. As a result of
these activities, one can observe not only theeame in the number of active
enterprises, but also greater development perspsdior many micro, small and
medium-sized enterprises. This further leads toreatgnumber of positive
economic and social effects [see further in: Laghie 2003, p. 16-20; Piasecki
2001, p. 76-79].

Activities of the SME sector companies are howdweited by a multitude
of external [see further in: Matejun 2007a, p. 11@] and internal [see further
in: Matejun 2007b, p. 122-124.] development bastia/hat can also appear
in the process of entrepreneurship [Safin 20081113] is the deficiency
of creativity, lack of competencies, or limitationms terms of motivation of
resources. Should such situation occur, the emneprs should focus
on identifying and making the most of the oppottiesi resulting from the
application of various forms of supporting privatetiative, resourcefulness
and generating income.

One of suctconcepts is franchising which is the system of selling goods,
services and/or technology operating based onttewrtontract signed between
two legally, financially and fiscally separate amdlependent enterprises —
a franchisor and each of his individual franchiseesystem through which the
giver allows the recipient the right, at the sarnmeetimposing an obligation,
of running a business in accordance with the fresocts concept and business
model [Franchising: a Vector... 2011, p. 2]. The basiaracteristic features
of system defined in such a way are [Tokaj-Krzewsl@09, p. 11-12;
Zidtkowska 2010, p. 24-31]:

— originality and uniqueness of the proven and statis@d business idea the
concept is based on,

— the brand that works as the factor stimulating deina

- licencing of the manufacturing or intellectual peoly rights package and
the operating system, that is composed of: know;hoatents, copyright,
trademarks, operating manual, a set of developestadbpg schemes and
business procedures,

— support for the recipients provided by the giver tbe system, in a
continuous and comprehensive manner,

— the network nature of cooperation developed astagpaertical integration
between the partners,
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- fees issued by the recipient to the franchisor éturmn for the services
determined by the contract, that are related tagieeof the concept.

As opposed to other types of trade contracts, vatynrelationships and
ventures, franchising focuses primarily on markgtnd is related to such areas
as: financing, consulting, accounting, or manageniteis often described as the
“cooperative marketing system”, and the feature tlistinguished it from other
contracts is the sale of a complete marketing sygf@mielec 1992, p. 67-69].

Despite the general framework of characteristicandhising is a very
non-homogeneous concept, which leads to identificadf its specific types
These can be classified based on criteria suchSeKi 1994, p. 108-110;
Wojnarska, Bublewicz 2007, p. 127-128; Tokajuk 20@8 287; Filipiak,
Ruszata 2009, p. 197-198]:

the type (subject) of business activity, based los triterion one can

distinguish: production, service, distribution antked franchising,

- forms of relationship (organisation) between thegegian the recipient,
which becomes the basis of division of franchisintp: direct, indirect,
individual, subordinate, multiple or subfranchising

- the type of know-how transferred, in case of whoadle can identify: product
distribution franchising or business formula fraisahg,

— territorial range, which leads to the division imational and international
franchising,

— other criteria, applying which one can list e.ganeersion franchising, mini
franchising, interrelated, “turnkey” or coopera@bifranchising.

Due to its specific character and broad possigditiof application in
economic practice, franchising is often describe@ dorm of closelong-term
contractual cooperation between two legally independent entities [Haus,
Lichtarski 2001, p. 357]. What is stressed is thgystrong, functional character
of cooperation, as a result of which the markentifieation of the franchisee
disappears [Potomska-Jasienowska 2011, p. 220-Z2&]discussed concept is
also treated aa source of long-term financingfor the enterprise, as a part of
which fees issued by the franchisees become aedefamd often significant
source of capital [Skowronek-Mielczarek 2003, p-883. While from the point
of view of the recipients, franchising allows totaib means, equipment,
consultancy, cheaper resources, materials, andaveasier and cheaper access
to other sources of funding, which the franchiseeld normally have to pay for
himself [Piecuch 2010, p. 128].

The concept of franchising is often closely relatedhe development of
entrepreneurship in the SME sector The giver of an original, proven
and standardised business idea is in most casegeadnterprise, renowned and
respected in the market, its worth (trademark, trasperating procedures,
organisation, know-how) being the subject of frasicly [Banachowicz,
Nowak, Starkowski 1999, p. 23]. Yet when it comes ftanchisees, most
of them are micro, small and sometimes medium-seaa@rprises, for which
the concept described becomes one of the formsppiosting their activities.
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Such companies contribute at the same time to &weldpment of the
whole franchise system through their activity, epteneurship and initiative,
knowledge of the local specificity and continuodugempts to achieve market
success. What can be therefore observed is theggyné connection between
the large scale of operation with the entrepremaéunanner of operation on
a micro scale, focused on decentralisation, flégbiwhile at the same time
being able to benefit from the economies of scabenpare to Zidtkowska 2010,
p. 25-26].

Cooperation understood in such a way, as a pgran€hising, is a source
of a number of benefits enabling the developmerndfepreneurial activities in
micro, small and medium-sized enterprises. On therchand its application
may also become a source of some barriers andighiRasitive and negative
aspects of applying the above discussed concep¢vafloping entrepreneurship
of the SME sector companies are presented in fable

Table 1.Positive and negative aspects of applying the qunaffranchising in the
development of entrepreneurship in SME sector comega

Benefits Drawbacks
of using franchising in entrepreneurship developmehin the SME sector

— opportunity to base one’s business — limitation to one’s own initiative and
activities on proven market concept and innovativeness resulting from the
a known brand. Enables to e.g. limit the necessity to work based on a model
entry barriers and lower the level of risk proposed by the system’s provider,
of running a business — necessity to engage relatively large

— opportunity to start a business activity ~ amount of finance in order to join the
also in case of a person without the system,
proper preparation in terms — significant dependence on the
of knowledge and capabilities, franchisor’s strategy and economic

- content-related, technical and as well as financial condition,
organisationa knowledge provided - lack of full freedom in managing one’s
to the recipients by the franchisor, own business, with respect to e.g.

— access to the benefits of the economigs ownership changes, restructuring or
of scale, selling one’s company,

— opportynity to gain experience in — growth limitations imposed on the
running one’s own business, based company, referring to e.g. product
on the modern management methods,  or market development, or territorial

— opportunity to gain stable economic expansion.
and financial benefits.

Source: Author’'s own work based on [Malara 2009283-284;
Piecuch 2010, p. 129; Ziétkowska 2010, p. 48-55].

Should a SME sector company operate for a longeogeof time in

a franchise network, this may be related to assgrmdifferent directions
of development:
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1. Decline orientation, in case of which the entrepreneur is planning on
resigning from the business activity. It is a résiflthere being a majority
of unfavourable effects of using franchising ande#ds to e.g. the owner
considering taking on a job working for somebodseel

2. Conservative orientation as a part of which the company continues
cooperation within the current scope of activitiasf embarking on pro-
developmental activities. Such approach is in paldir dangerous as it leads
to the increase of dependency on the system’s gieavi

3. Developmental orientation within the current network, in case of which
the entrepreneur plans for opening further postssignificant increase
of the scale and scope of activities as opporesitippear provided by the
franchisor.

4. Developmental orientation within a new network which is related to the
entrepreneur deciding to change the franchisintesysSuch a decision can
result from the fact that a new, attractive systgpears, and the important
benefit of the company is in this case the expegagained throughout the
current cooperation as a part of franchising.

5. Developmental orientation within one’s own network in case of which
the entrepreneur resigns from activities within tuerent franchise system
and focuses instead on creating and developing theh concept of
business, offered later on in the form of a frasehiSuch direction of
development results from the entrepreneurial andvative nature of the
entrepreneur and significant business experieneceedathrough current
activities. However it is related to the necessitynvest significant amount
of money in order to develop the concept and retheifirst franchisees.

6. Developmental orientation outside of the franchiseetwork, in case of
which the entrepreneur resigns from cooperatiofoim of franchising and
based on the market experience gained starts ttheilnown, conceptually
independent, business.

Suggested directions of development are linked rtidettaking activities
that have a varied intensity when it comes to gcéntrepreneurially, and the
different types of orientation are characterised thg increase of activity,
creativity and innovativeness. Embarking on thenals related to different
development perspectives when it comes to one’'s bwsiness, which is
presented in table 2.

As it can be concluded from the above considerstiogse of franchising
can bring numerous benefits related to the devebmprof entrepreneurship in
the SME sector. Despite the presence of certaiitaiions, this concept is a
form of supporting micro, small and medium-sizedegprises that is very
willingly applied and used. First of all it grarttse possibility of running one’s
own business to those, who may not have the apptepexperience and/or
sufficiently large amount of funding. Moreover ihauld be stressed that
operating in a franchise network for a longer peériof time can become
the basis for embarking upon entirely new initietivwith high level or
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entrepreneurship and very high perspectives for dbeelopment of one’s
own business.

Table 2.Entrepreneur’s directions of development resulfrogn longer operation
in the franchise network

Intensity Perspectives for the
Type of orientation of entrepreneurial development of one’s own
activities company
Decline orientation negative highly unfavourable
Conservative orientation very low little
Developmental orientation within . .
medium high
the current network
Developmental orientation within & . .
medium high
new network
Developmental orientation within . .
, very high very high
one’s own network
Developmental orientation outside verv hiah unlimited
of the franchise network yhg

Source: Author’s own work.

3. Research methodology and characteristics of the alysed
business entity

In order to achieve the aim of the paper, empiriezdearch has been
conducted in form of the case study of the “lza’'mpany, a franchisee
(franchise holder) running a business as a pattiehetwork created ifabka
Polska S.A. The company was selected by meansrpbpire sampling, taking
into account factors such as:

— personal relationship with the company enablinggather the materials
necessary to conduct further analysis,

- relatively long period of operating and substant&dperience of the
company within the franchise network,

— operating a business on a small scale and thetFattthe business can be
classified as a micro-enterprise.

Conducting the research, two detailed research odsthwere used:
interview method and themethod of document analysis In case of the
interview, the unstructured interview technique \aagplied, as a part of which
the research tool was the interview dispositionesh&he aim of this part of
research was to assess the conditions, determinadteffects of the selected
enterprises’ existence within the franchise systeith particular focus on the
influence this concept has on the development tepreneurial activities. The
respondent providing answers was the business owafhé&za’. She is aged
between 40 and 50, with higher education degregdmomy.

During the document analysis two research techsiquere used: formal
analysis and the content analysis. In this casesdbece of information for this
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part of research was the franchising agreemenedippy the analysed company.
The formal analysis covered the form of the cornteaceement, date of signing,
signatures, determination of the duration of thetiext, number of copiers, as
well as confirmation that the contract contains tekevant attachments and
annexes. The content analysis focused mainly onafisessment of contract
clauses and their influence on the researched éssintity’s operations.

“Iza” started its operations in 2001 by openingacgry store. After 3 years
the owner opened a new store, and since 2006 shbéden cooperating with
“Zabka” network, as a part of franchise system. @uiye¢he company runs two
stores in this system, and the area of its operati® Turek, a town in Greater
Poland voivodeship, in Poland. The company nowshdr@eople, 3 of them on a
full-time basis and the other part-time. It is ammple of a family business,
as members of the family help out in running therestthe mother, husband
and owner’s daughter.

“Iza” is a franchisee operating as a part of tdabka” network, owned by
Zabka Polska S.A. It is a network of nearly 2400vemience stores, offering
selected known brand products and a wide rangelditianal services, under
the label of Green Counter. In 20M8bka Polska started creating a new network
of convenience stores in a deli style, brandedifnesket. At present there are
circa 60 shops of this type all over Poland.

Stores belonging to théabka network are managed by franchise holders as
their own businesses, based on a cooperation agnéesigned withZabka
Polska S.A. The people who may become franchiseesh@se wishing to
set up their own business and who pass the re@uttand training process.
Positive result of the recruitment process depdadgely on the individual
predispositions of the candidate in terms of wagkin trade, entrepreneurship
and interpersonal skills.

Zabka Polska is a company managed in a modern vesgdbon proven
rules. Use of the best trade practices is oneeptiorities of the management,
who are high-class specialists in the area of mamegt, marketing, finance and
sales. The key element of the network is the cesyrstem of administration,
based on the matrix structure. Thanks to such aemibds possible to exert
control effectively when it comes to the adminigt, logistic, marketing and
financial side of the business, as well as to etee¢he rules of corporate
governance and best practices that are valid iedh®gany.

A great challenge in the management @hbka Polska S.A. is
decentralisation of the assortment policy in teahcal productsZabka stores
have different location — these are both shoppamgres, city housing estates or
suburbs on the outskirts of large agglomeratiorsni@etitiveness is dependent
on the particular location, therefore the selectdra part of the products on
offer is entirely up to the franchisee, who is faore aware of the competitive
structure in their environment and compliments gshep’s offer with the most
popular regional products.
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This concept creates favourable conditions forlstanployment for the
Franchisee and a possibility to maintain attractieemuneration and a wide
range of support. It seems people prefer solutiomgreby Zabka” becomes
the workplace for both the franchise holder, asl\asltheir family, therefore
it becomes a family store.

In case of their product manufacturers and suppliéabka Polska S.A.
offers the opportunity of entering a large and nmodehain of convenience
stores in Poland. As a result each company coapgraith Zabka Polska S.A.
is able to sell their products to hundreds of ausis of the network, all around
the country every single day. Each manufacturer agkibg upon their
cooperation withZabka Polska S.A. becomes a part of the goods llisisn
system, originating in two central warehousesZabka stores all around the
country. Such a solution implemented by the compamgables efficient
organisation of all promotional activities and titetfree introduction of new
products to the offer. A national scope of the melwenables the manufacturers
to reach a large group of customers in nearly Z2t6fes. An additional benefit
for the manufacturers is the option of advertisthgir own products via the
promotional materials that are made visible thakproper exposition in each
of the stores in the network.

4. Contract as the basis of operation in the franchise syste

The contract is the foundation based on which relationships betwthe
franchisor and franchisee are created. The fraadujseement is one of the so
called aninnominate contracts e.g. those that are governed by the regulations
in the civil law. Both of the parties signing thentract can quite freely shape
their content. Lack of regulations does not howewsan total freedom in
formulating the clauses. As per the rule of freeddroontract that is in effect in
Polish law, the parties may sign an agreement dogprto their wishes,
provided its contents or aim does not contradiet trature of the legal
relationship, the act or the rules of social conduthe freedom of contract,
when described in such a way, sets the boundaniesrdating franchising
contract agreements.

The contract signed by “lza” has been subjectetl timthe formal analysis
as well as the content analysitie formal analysisindicates that the contract is
in the form of a regular written agreement. It bagn signed on 22February
2006 in Turek, Poland. The contract specifies thetigs: franchise holder
(franchisee) which is the entity running the stoemd the Head Office
(franchisor), which iZabka Polska S.A. The next element of the contsatie
preamble containing the characteristics of the dngsor and the aim of the
agreement, which is to establish cooperation vatiards to business operations
in the “Zabka” network. The formal element is also the deteed duration of
the contract, which in this case is indefinite. Teapies of the contract have
been drawn up, one for each of the parties and baWe been signed by: the
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franchise holder and the members of the boardrettiirs ofZabka Polska S.A.
The contract also contains the definitions in use veell as attachments
(e.g. the list of trade goods, the list of supgljer

The content of the contract agreementthere are clauses that bear
significant importance to the development of emeapurship in the analysed
company: the clause on underlying assumptions efabntract, franchisee’s
duties, sublet, franchisee’s income and guarantese byZabka Polska S.A.,
penalty charges, duration of the contract and filegisions.

As a part of thainderlying assumptions of the contractthe parties state,
that they establish business cooperation thatddrdmchisee operating a trade
and service business in the premigabka Polska S.A. is legally entitled to.
Moreover the parties jointly decide that they pced the future the possibility
of the franchise holder to operate further tradel aervice business in
consecutive premises and such cases shall be motéde annexes to the
contract. Such an annex will be attached to théraohand refer to the second
store operated by the analysed company as a paabéf network.

The franchisee operates the business at their sgard in their own name.
Their task is to run the store within the followiagsortment groups of products:
press and magazines, tobacco, alcoholic beveregefgctionery, ready to serve
meals, fresh baker's goods, groceries, cosmetick lavusehold chemistry,
as well as services rendered at the premises.

The next section of the contract describesfthiechisee’s responsibilities
The franchise holder should possess and develap ghafessional knowledge
as to the regulations on business operations and ahany given time be
audited by the Head Office. The premises shouldkdyat in good technical
condition and there may be no changes and impravesmetroduced without
approval by the Head Office. The franchise holdestiliged to maintain contact
with the franchisor, participate in any controligities and in training organised
by the Head Office.

The franchisee’s duties are to order, purchasesalgroducts in a manner
agreed byZabka Polska S.A., as well as provide services ddfiny the Head
office. The franchise holder operates a trade amdice business inZabka”
stores applying and adhering to the Instruction &uidelines prepared and
supplied by the Head Office. He/she must hold asti®ne item of each of the
products on the Trade Goods List and strictly aglher payment deadlines
for goods and services.

Another of franchisee’s responsibilities is to makery effort and perform
all necessary actions in order to ensure a maxinewvel of net turnover
throughout the time of running a business. Thechée holder is also obliged
to send reports on sales and to provide accessntioyxs from the cash register
when requested by an authorised representativeedfiead Office.

The next clause regulates the issusudflet As the contract stateZabka
S.A. provides the franchisee with specific premisesluding the insured
equipment. The following clause defines the chdogesublet, determined as a
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lump sum for a given calendar year. It is to belfmni the 18 of each month to
the bank account indicated Egpbka Polska S.A. Additionally the franchisee, in
their name, incur all of the costs related to tlse of the premises and its
equipment, excluding the electricity, rent, insw&nequipment insurance and
security of the premises.

The next part of the contract refers to tfranchisee’s income and
guarantees byZabka Polska S.A.The franchisee’s income is the retail profit
margin e.g. the amount of money resulting fromdtiference between net sales
price and net purchase price. In case of a fragehwgho, having opened the
store, has not made — in a given month, for thogsecutive months — net profit
of 6500 zl, the Head Office, if requested by trenthisee, guarantees to cover
in that period the difference between the incoméiobd and the amount
of 6500 zt.

Another important part of the contract providesutations on thegenalty
chargesto be paid by the franchise holder in case of bresiccontract. Such
penalty charges are imposed in the following cases:

— breach of contract with regards to the duty of drdg purchasing and
selling only those products that are offered byHiead Office,

— breach of contract with regards to recording altledf sales made with the
use of the cash register.

The next part of the contract determines theation of the contract
agreement.As mentioned above, the contract is indefinitayéner the parties
have the right to terminate it provided they havigely the other party
thirty days’ notice. The Head Office can also terate the contract effective
immediately or impose a penalty charge in caséseofranchisee:

- failed to perform the responsibilities describedhia contracts,

— did not comply with the Instruction and Guidelipesvided by the Head Office,

- committed, while the contract was effective, a erior an offence related
to operating a business,

— acted to the detriment of the customers,

- acted to the detriment @fabka Polska S.A.

In order to secure the Head Office’s claims, thenéhisee signs an “in
blanco” promissory note, vouched for by two phybkiparsons, signatures
attested by the notary with a promissory note statd.

The last clause refers to tfieal decisions which determine that e.g. the
franchisee will incur in their name and expensedadlithe costs of business
operations, referring to e.g. the purchase of #sh ¢egister, or the insurance for
the goods in the store. The store managed by émeliise holder is always open
for the customers 7 days a week from 6am to 11mxchuding 24 December,
when it closes at 4pm. All amendments to the omehiburs must be approved
by the franchisor in writing. In addition both pga# agree to the VAT invoices
being issued without signatures.

As can be concluded from the above analysis, thgac contains all of the
required elements and clauses. Both in terms dbit® as well as content it
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meets the basic criteria of a well composed agraemide contract indicates
that the franchisee is operating their own busineswever is responsible for its
development to a very limited extent. He is obliged strictly adhere to
the instructions and guidelines provided by thadhasor. There is no possibility
of making independent decisions as to the scop@eobusiness operations or
promotional activities. On the other hand the frasee does obtain significant
support from the Head Office, which passes alotighie and proven know-
how. It is especially important for those, who haat had the chance to gain
greater experience, and would like to try one’schiarthe market game.

5. The influence of franchising on entrepreneurial actrities
of the researched company

Zabka Polska S.A. believing in the great importaot@roper preparation
of the managerial staff of their stores investsthie development of human
resources and in modern management systems. Eaobhisee candidate
is thoroughly trained during a four-week course biomad with placement
in selected Zabka” stores. The cost of training and accompanymagerials is
entirely covered by the franchisor. Having completee training, the franchisee
is given a fully equipped modern store, know-haswuaranteed the delivery of
goods to the store including the convenient payndeatlines. Such a solution
creates stable and attractive conditions for fresselis professional activities.

During the interview the respondent said that wbierating the business
she is obliged to cover the costs resulting frorttirge up a business, the
purchase of the cash register and the monitoribdosehe premises, barcode
scanner and scales, the supply of regional prodestploying people as well as
covering any resultant losses (e.g. the goods beasy their best before date
or being stolen). She underlined the fact, tizbka” does not require issuing
a signing-up fee.

The respondent assesses lthesl of support provided by the franchisor in
setting up her business to bgnificant. She obtained know-how and a set of
instructions and guidelines regulating the operstioof the stores within
the chain. Additionally she has completed a thohotigiining covering all
of the areas of running her own business, includmgman resources
management. She also pointed to the fact, thaH#se Office employees are
always ready to support and help the franchiseethd structure of the network
each store is allocated a sales partner, who peevielp in solving day-to-day
problems and in selecting appropriate personnel.

For the owner of “Iza” a crucial part of the sugpwas being provided with
a refurbished and equipped store with full suppdied know-how as to how to
maintain uniform standards of customer service. fdspondent stressed that
despite having the freedom of operating in a fresehnetwork as an
independent and autonomous entity, she values ppertunity of operating
under a recognisable brand. In her opinion a knbvand becomes the basis
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of market success in the modern economy and e=rtifhe high quality

of products.Zabka makes effort to promote their stores. The ptamn takes

place via television commercials, promotional magaor posters. It is also the
cashiers who are all obliged to inform the custoofethe promotions available
in a given month. Making a decision to enter frasicly the owner of the
researched company was also driven by the factwshed be provided with

better protection against the competition.

During the interview the respondent has listed Hasic directions of
entrepreneurship support that result from coopaneds a part of the franchise.
Those benefits have been assessed on a scaleoof,lthie scores having the
following meaning: 1 — activity does not supportrepreneurship, 2 — little
support of entrepreneurship, 3 — medium level gpsut of entrepreneurship,
4 — activities highly supporting entrepreneursiport characteristics of each of
those activities, alongside the respondent’s aswds are provided in table 3.

Table 3.The directions of entrepreneurship support in g#searched company resulting
from the cooperation in the franchise network, whith respondent’s assessment

Direction Characteristics Assessmen
of support
Know-how Each franchisee is trained in the aresetting up 4

and running a business. The training is funded by
the franchisor.

Operating under The franchisee operates their own business, 3
a recognised brand | however under the brand of a large network. This
guarantees better protection against the

competition.

Profit gained based| The profit is gained based on the margin, 3-8% 2

on the margins of the sales.

Instructions Franchisee is provided a set of instructions 3

and guidelines and guidelines on operating the business.

Being provided Franchise holders are given refurbished premises 4

the premises and | with equipment.

equipment

Financial rewards Rewards can be gained for thel ggsessment 3
of the store by abka S.A. and depending on the
turnover.

Franchisor Promotion of the entire network is the 4

promoting the store| responsibility of the franchisor. The marketing
strategy is implemented centrally, on a national
level.

Training During the cooperation the franchisoryiles for 4
the franchisees training and courses covering al
issues and areas of running one’s own business.

No signing-up fees | There are no signing-up fees. 4

Source: Author’'s own work based on the interview.
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Other benefits that result from cooperation withabka Polska S.A. listed
by the respondent are:

- possibility to gain experience and broaden onetedge on trade,

- profit earned based on the margin or 3-8% on gsolth

- monthly transfers of additional funding made by thanchisor to the
franchisee dependent on the turnover,

- financial rewards awarded for good store managenteaged on the so
called Store Assessment Checklist. The method dedan verification by
an unknown person (franchisor's employee) the mploces of store
management and their assessment as to adherindnetocdntractual
agreement clauses. The assessment takes into &ccostomer service,
approach to the customer, cleanliness in the sarapgement of products,
supplies, being informed of the current promotidBased on these points
can be scored, which are exchanged into PLN aed petid to the owner as
a reward. The franchisee can also be charged wiiheaif neglect and
oversight is found,

— visits to the store taking place once a month emglib maintain the high
standards of service.

The respondent assesses her operating as a péabké network to be a
very good solution supporting entrepreneurship. Ms Izabela is mosag#d
with the cooperation because of the possibilitpadticipate in training, as well
as the extent of support in terms of the conceptofierating one’s business.
A very important aspect is the fact, that theredsrequirement of paying the
singing-up fees and the entrepreneur does not taawerry about the premises
or the equipment. Apart from that the franchiscargmtees central promotion of
the whole network. In respondent’s opinion thisisery valuable opportunity,
as she believes her competencies to be insuffisrteah it comes to promotion.

The respondent indicated the profit based on thegimao be the activity
supporting entrepreneurship to a small extent. adbela believes the level of
profit offered is too low and has she been runmiegown business without the
cooperation within a franchise, she would haveghér profit margin and hence
a greater profit. However in her opinion the cutreooperation has far more
positive effects than negative ones.

The owner of “Iza” companplans to continue the cooperation with the
" Zabka” network. The respondent underlined the fact, that she tiegs a
comparison between operating a business as afparfranchise and operating
as an independent, autonomous entrepreneur, dsadHeeen managing her own
shop before she decided to cooperate Widhka Polska S.A. Having run a
business independently for several years she dkdiolecooperate with the
network, as the increasing competition caused hginkss to stop being
profitable. In her opinion signing a franchisingregment has brought her the
expected results, e.g. business being more renoameder profits reaching a
stable level as a result of operating under a knlorand. This caused her in time
to open a second store in thabka network.
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6. Summary

Franchising is a very interesting concept of dewelg entrepreneurship in
the SME sector. Its essential benefits include deaible to base the business
operations on a proven market concept and a knowndb as well as the
significant content related, technical and orgérasal support provided by the
franchisor. Such benefits have also been observedei company subjected to
empirical research, related to the subject discliasd analysed.

Although the respondent participating in researsleases the use of
franchising in a very positive manner, what sholbéd pointed to is the fact
that such concept of running a business has dgignifilimitations. It seems
franchising is suitable rather for those witloderate propensityto embark on
entrepreneurial activities. It is indicated by thecessity to strictly adhere to
rules and guidelines of running the business ddfimethe system’s organiser.
Breach of agreed upon clauses can result in fimgwsed, which become a
liability also on the owner’s personal properties.

It is worthwhile to consider the use of franchisialgo in the long-term
perspective. In this case the effects of gainiggiicant experience in running a
business, as well as economic and financial suesessn translate into the
entrepreneur turning to a pro-developmental ortemawith a very high level
of activity, creativity and innovativeness. The$eas will also be related to a
substantial increase in terms of development petisjes of one’s enterprise.

References

1. Banachowicz E., Nowak J., Starkowski M.T.:(1999),Franchising, czyli klucz do
przysztgci, Business Press Sp. z 0.0., Warszawa.

2. Borowiecki R., Siuta-Tokarska B.: (2008), Problemy funkcjonowania i rozwoju
matych isrednich przedsgbiorstw w Polsce. Synteza baida kierunki dziatania
Difin, Warszawa.

3. Chmielarski G.: (2002), Franczyza jako sposOb rozwoju przebtsrstwa [in:]
Romanowska M., Trocki M. (ed BPrzedsgbiorstwo partnerskieDifin, Warszawa.

4. Famielec J.:(1992),Ukiady kooperacyjne w gospodarce rynkowejswiadczenia,
strategie PWE, Krakéw.

5. Filipiak B., Ruszata J.: (2009), Instytucje otoczenia biznesu. Rozw0j, wsparcie,
instrumenty Difin, Warszawa.

6. Franchising: a Vector for Economic Growth in Eurof2911) European Franchise
Federation, Bruksela, www.eff-franchise.com acogsse26.03.2013.

7. Haus B., Lichtarski J.: (2001), Wspodtpraca przedddiorstwa z innymi podmiotami
gospodarczymi [in:] Lichtarski J. (ed.), Podstawy nauki o przedbiorstwie
Wydawnictwo AE im. O. Langego we Wroctawiu, Wroctaw

8. Lachiewicz S.: (2003), Mate firmy w gospodarce rynkowdjn:] Lachiewicz S.
(ed.), Mate firmy w regionie t6dzkim. Znaczenie — strulater warunki dziatania
Wydawnictwo Pt, £6d.

60



Source: Grzelak, K., & Matejun, M. (2013). Franchising asConcept of Entrepreneurship
Development in the SME Sector, In M. Matejun & A.alAcka (Eds.),Modern
Entrepreneurship in Business Practice: Selectedudsqpp. 47-61). Lodz: Lodz
University of Technology Press.

9. Malara Z.: (2009),Franchising jako instrument kooperencji w dziatalciomatych
i srednich przedsgbiorstw, [in:] Adamik A., Lachiewicz S. (ed.)Wspéipraca
w rozwoju wspotczesnych organizadjfilydawnictwo Pt £64.

10. Matejun M.: (2007a),Analiza zewgtrznych prawno-podatkowych barier rozwoju
firm sektora MP, ,Zeszyty Naukowe Politechniki Lodzkiej, seria: ganizacja
i Zarzagdzanie”, no 43.

11. Matejun M.: (2007b), Wewrtrzne bariery rozwoju firm sektoraMSP, [in:]
Lachiewicz S. (ed.)Zarzmdzanie rozwojem organizagjifom Il, Wydawnictwo
Politechniki Lodzkiej, £od.

12. Piasecki B.:(2001),Mata firma w teoriach ekonomicznycfin:] Piasecki B. (ed.),
Ekonomika i zargzanie mat firmg, Wydawnictwo Naukowe PWN, Warszawa-
Lodz.

13. Piecuch T.: (2010), Przeds¢biorczai¢. Podstawy teoretyczneC.H. Beck,
Warszawa.

14. Polomska-Jasienowska A.:(2011), Umowy regulujce proces sprzeda jako
formy wspotdziatania gospodarczego matych przbitsistw; [in:] Adamik A. (ed.),
Ksztattowanie konkurencyjs@ i przewagi konkurencyjnej matych srednich
przedsgbiorstw, C.H. Beck, Warszawa.

15. Safin K.: (2008), Przedsgbiorczai¢, przedsibiorca, mata firma — zagadnienia
podstawowegl[in:] Safin K. (ed.),Zarzzdzanie matym frednim przedgbiorstwem
Wydawnictwo AE im. O. Langego we Wroctawiu, Wroctaw

16. Skowronek-Mielczarek A.: (2003), Mate i srednie przedsbiorstwa. Zrodta
finansowania C.H. Beck, Warszawa.

17. Stecki L.: (1994),Franchising Towarzystwo Naukowe Organizacji i Kierownictwa
,Dom Organizatora”, Torfu

18. Tokaj-Krzewska A.: (1999),Franchising. Strategia rozwoju matych firm w Polsce
Difin, Warszawa.

19. Tokajuk E.: (2008),Rozwdj i znaczenie franchisingu w Polsce na przietokx
i XXI wieky [in:;] Kotosowska B. (ed.)Wspotczesne finanse. Stan i perspektywy
rozwoju finanséw przedsiiorstw i ubezpiecze Wydawnictwo Naukowe UMK,
Torun.

20. Wojnarska M., Bublewicz B.: (2007),Franchising w Polsce — profil potencjalnego
franchisobiorcy [in:] Daszkiewicz N. (ed.)Mate i srednie przedgbiorstwa. Szanse
i zagrazenia rozwojil Wydawnictwa Fachowe CeDeWu.pl, Warszawa.

21. Zidtkowska M.J.: (2010), Franczyza. Nowoczesny model rozwoju biznesu
CeDeWu.pl, Warszawa.

The paper prepared within the project financed Witids from the Polish National
Science Centre granted pursuant to decision no.-BEQ®/01/D/HS4/05894.

61



