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Hazpanme nyoaukanum: «THE FRANCHISING MODEL IN THE NEW
ECONOMIC REALITY»

Abstract: In the face of rapid economic changes, the franchising model has
proven to be a resilient and adaptable business strategy. Historically, franchising has
enabled entrepreneurs to expand established brands and create business opportunities
that mitigate risks for both franchisors and franchisees. However, the recent economic
shifts, including the impact of globalization, technological advancements, and the
COVID-19 pandemic, have altered the landscape in which franchise businesses
operate. This paper examines how franchising has adapted to the new economic reality,
analyzing changes in consumer behavior, the integration of digital technologies, and
the evolving role of franchisors in supporting franchisees. It explores key strategies for
franchising in a post-pandemic world, emphasizing sustainability, flexibility, and
innovation. By reviewing recent case studies and industry data, this research aims to
offer insights into how franchising continues to thrive amidst economic uncertainty and
what the future holds for this business model.

Keywords: Franchising model,Economic reality,Business strategy,Consumer
behavior, Technological integration, COVID-19 impact,Franchise support.

1. Introduction:

Franchising has long been a favored business model that allows for the rapid
expansion of brands while providing entrepreneurs with the opportunity to invest in
established businesses with proven success. Traditionally, the franchising model relies
on the relationship between a franchisor, who owns the brand and business system, and
franchisees, who operate individual units under the brand. While franchising has

historically been resilient to market fluctuations, recent economic shifts have brought
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about significant changes in the way businesses operate, with new challenges and
opportunities arising for franchisors and franchisees alike.

This paper examines the role of franchising in the new economic reality, where
traditional business models must evolve to accommodate technological advancements,
changing consumer preferences, and unforeseen global disruptions such as the
COVID-19 pandemic.

2. Background and Literature Review:

Franchising has been widely regarded as an effective business strategy due to its
scalability and risk reduction. However, recent studies have explored how external
economic forces impact this model. According to Dant and Kaufmann (2003), the
franchising model offers benefits such as lower capital investment requirements and a
faster time to market for expansion. However, these advantages can be undermined by
economic volatility, technological disruption, and shifts in consumer behavior.

The COVID-19 pandemic highlighted the fragility of traditional business models
and accelerated the adoption of digital tools. Researchers like Bond (2020) argue that
the pandemic forced many franchises to innovate by embracing online delivery models,
virtual services, and health and safety protocols. This shift has not only changed the
way franchises operate but has also redefined consumer expectations regarding service
delivery and brand interaction.

3. Methodology:

This research uses a qualitative approach, combining case studies of franchises
that have successfully navigated the challenges posed by the new economic reality.
These case studies highlight how franchisors adapted their business models, integrated
digital solutions, and supported franchisees during periods of economic uncertainty.
The study also includes interviews with industry experts and franchisees to gain
insights into the impact of the new economic environment on business operations and
growth strategies.

4. Results and Discussion:

The findings reveal several key strategies employed by franchisors and

franchisees in response to the changing economic landscape:
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1. Technological Integration: Many franchise brands have adopted e-
commerce platforms, mobile apps, and online ordering systems to meet the growing
demand for digital services. The integration of digital payment solutions and customer
relationship management (CRM) tools has enabled franchises to enhance operational
efficiency and customer engagement.

2. Support and Flexibility for Franchisees: Franchisors that offered
flexible terms, financial support, and clear communication during the pandemic saw
better outcomes. Franchisees that had access to virtual training, financial assistance,
and marketing support were able to pivot more quickly to new business models.

3. Sustainability and Corporate Social Responsibility (CSR): Franchises
are increasingly focused on sustainability and ethical business practices as consumers
become more conscientious about their purchasing decisions. Brands that prioritized
eco-friendly practices and community involvement gained consumer loyalty and
strengthened their brand reputation.

4. Consumer Behavior Shifts: The pandemic significantly altered
consumer behavior, leading to a preference for contactless services, delivery options,
and health-conscious products. Franchisors that adapted to these preferences by
offering convenient, safe, and flexible services found new avenues for growth.

5. Conclusion:

Franchising has proven to be a resilient model in the face of economic
challenges, but it must continue to adapt to the new economic reality. The rise of digital
technologies, changes in consumer preferences, and the global disruption caused by
the COVID-19 pandemic have necessitated significant changes in the way franchises
operate. By embracing innovation, providing better support for franchisees, and staying
attuned to consumer needs, franchising will continue to be a viable and profitable
business model in the years to come.

The future of franchising will likely involve a stronger focus on digital
transformation, sustainability, and a greater emphasis on building supportive, long-

term relationships between franchisors and franchisees.
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