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The article considers the essence of franchising relations due to which small businesses become
more competitive and large - strengthen their market position and expand markets for their
products. The advantages of franchising are described, the main of which is the possibility of
developing your own business with minimal risks during the crisis. Problematic aspects of this form
of cooperation for the franchisor and the franchisee are considered, which could be minimized at
the stage of signing an agreement. The most popular and developed franchise systems that
successfully operate in crisis times are product distribution franchising and business format
franchising.

Product distribution franchising means the right to sell the company's product range or provide
services under the appropriate brand. As for the franchise of the business format, in this case, the
franchisee has not only the right to sell goods or services but the very concept of doing business,
i.e., the franchisor transfers all his know-how: from uniforms to training and retraining. The main



directions of franchising, which began to develop due to the use of information technologies, are
considered. Peculiarities of functioning of the domestic and international market of franchising in
the conditions of a pandemic among which it is possible to allocate change of organizational and
economical format of functioning of the enterprises and growth of popularity of franchises in the
field of trade in goods and services. It is proposed to use a franchise of anti-crisis format - a
franchise that provides some relaxation on the franchisor part concerning the franchisee in terms of
the contract in case of force majeure. Anti-crisis easing and the cases in which they take effect must
be stipulated in the contract when concluding it - proposed as practical tools for mobilization and
use of resources by the franchisor and the franchisee to form a joint anti-crisis program and the
active implementation of digitalization processes. It is necessary to legislate franchising relations at
the state level to approve the mechanism of their insurance and financing.
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Problem definition and its relationship with important scientific and practical tasks. The functioning of
the modern market is impossible without small business. They react more dynamically to any changes in the market.
But starting and developing a small business requires significant resources to ensure its economic efficiency. In turn,
franchising is a universal mechanism that allows increasing this efficiency and promotes goods in both international and
national markets. The essence of franchising is that a large parent company gives the right to a small business for a
certain period of time and in a particular place to conduct business using its brand, production technology, know-how in
a form determined by the terms of the contract. Thus, franchising provides benefits to small and large companies, i.e.,
small businesses become more competitive, and large - strengthen their market position and expand markets for their
products. In general, the development of franchising is facilitated by globalization processes; for some companies,
franchising is the only opportunity to enter foreign markets. However, the worldwide pandemic has caused many
problems that franchisees have to deal with.



Analysis of recent research and publications, which initiated the solution of this problem Many scientific
papers and research have been conducted on franchising development by such scientists as G. Androschuk, I. Boychuk,
D. Zemlyakov, O. Korolchuk, O. Kuzmin, A. Lutsevich, V. Lyashenko, M. Makasheva, I. Rykova, D. Stanworth, O.
Trushenko, A. Tsyrat, and others. Entrepreneur Media Inc studies the franchising trends in the world, the results of
which, in particular, the ratings of franchises in various categories, are posted on the company's website.

Objectives of the article The pandemic has forced franchisees worldwide to quickly address the problems it
has caused to preserve their business. This article will consider the franchise market's development trends under the
influence of the pandemic, the peculiarities of franchising business, and ways out of the crisis.

Presentation of the main material of the study with a full justification of the obtained scientific results.
The basis of the franchise system is a franchise package or franchise license. The standard franchise package should
include trademark, know-how, franchise guide, services provided by the franchisor to the franchisee, and deductions in
favor of the franchisor. A trademark can be pictures, words, numbers, certain pictorial elements, or a melody. Know-
how is professional knowledge, experience in the production of a particular product or service. The franchise guide
should include a detailed description of all the procedures that the franchisee may need in further work. The main
service that the franchisor provides to the franchisee is support. The scope of these services may vary depending on the
type of activity and will include training in the implementation of the franchise, assistance in choosing the premises,
equipment, provision of standard software and marketing technologies. The franchisor must describe all the deductions,
structure, and amounts that the franchisee will pay to the franchisor. Deductions can be made in the form of a lump
sum, royalties, and marketing deductions [8].

The advantage of franchising for the franchisor is that it minimizes investment and provides increased profits.
The disadvantage is the transfer of failures of the franchisee to the franchisor, i.e., the defeat of the franchisee in
business conduct, in turn, can affect the reputation of the entire brand. The franchisee becomes a separate entity and is
fully responsible for the employees and, accordingly, for their results. He must invest a significant amount in the
franchise and meet the franchisor's requirements to create and run a business. The franchise's cost directly depends on
the size of the franchisor's business and its share in the world market, as well as on the range and clarity of the business
concept. When concluding an agreement, the franchisee must adhere to all standards and sell only the franchisor's
trademarks, purchase resources from certain suppliers and sell them in specific markets. As for the advantages of this
type of business for the franchisee, then, of course, it is joining a successful company whose brand is already known,
and therefore, the risk of bankruptcy during the business is much lower than in individual entrepreneurship.

Speaking of the most developed franchising systems, which have retained their position in the pandemic, it is
certainly a product distribution franchise and business format franchising. Product distribution franchising means the
right to sell the company's product range or provide services under the appropriate brand. This system of franchising
relations is the most represented in Ukraine. As for the franchise of the business format, in this case, the franchisee has
not only the right to sell goods or services but the very concept of doing business, i.e., the franchisor transfers all his
know-how: from uniforms to training and retraining [1;3;4].

Today, the Ukrainian franchise market has slowed down, as has the European or United States market.
However, foreign franchises are more stable and continue to operate in Ukraine and around the world. For example,
FitCurves is a US-based fitness franchise, Yves Rocher is a French cosmetics company, and of course, the product
distribution franchises Pull and Bear, Oysho, Zara Home, Uterqiie, Stradivarius, Lefties, and Bershka, which are part of
the group's Spanish retail network of Inditex companies.

Domestic franchises account for 80% of the national franchise market; the rest are foreign, of which: 8% - for
European, 6% - for CIS countries, 4% - for American, 1% - for Asian, 1% - other countries. Domestic franchises are in
demand in the Ukrainian market, first of all, since their price is more affordable, and establishing relationships is
relatively easier. However, franchises of foreign companies operating in the Ukrainian market remain quite popular.
The reason for this is the high brand awareness, well-known brand, effective marketing policy, and more. More than 30
Ukrainian franchise projects operate on the international market. The following franchises are most successful in
conquering international markets: Khinkalnya, Fresh Line, Lviv Chocolate Workshop, My Coffee, Dream Hostel,
Miniboss, AMAKIids, Haircut Express, Delfast. Today, franchises remain popular on the market: fitness clubs, wellness
centers, private clinics, and laboratories, educational [13].

In the European Union, about 60% of the economy is provided by franchised companies, and 33% of the total
number of franchises in Europe are of American origin.

Among European countries, the franchise market's leading position is occupied by France (45% of the total
European franchise market) - more than 1,900 franchisors and 71,508 franchisees, with an annual turnover of 55.1
billion euros. The peculiarity of the French franchise market is that it is not attractive for foreign franchise systems.

The franchise market in Poland has about 83,000 franchisees and 1,310 franchise networks. Franchising in
Poland is mainly concentrated in retail, catering, and pharmacies.

Today, foreign entrepreneurs have certain advantages in franchising development because they have
accumulated rich experience in developing cooperation in this area. Besides, the development of franchising abroad is
facilitated by specifically targeted loans, which are encouraged by governments. In Ukraine, lending to franchise
projects is difficult due to their high level of risk and the lack of legislation that would regulate the relationship between
the franchisor and the franchisee.

From the beginning of 2020, companies have been forced to adapt their activities to the difficult conditions of
operation in a coronary virus pandemic. The range of changes in the functioning of companies worldwide is extensive:
from the temporary closure of business, limited work, and the complete preservation of efficiency, even with the
expansion of the range [9]. The most affected companies were banned due to quarantine restrictions, namely



entertainment, beauty, restaurant business, tourism, and non-food trade. Besides, companies that have recently started
operations and those that have not been able to continue to pay rent have suffered. However, the demand for franchises
of those franchise systems that have proven to be anti-crisis in a challenging period for business, in a pandemic, quickly
adapted business concepts to environmental conditions, optimized business processes, maintained market share [13].
Leaders of large companies have grown interested in digital transformation and online and virtual franchises, which
have changed the structure of operations worldwide.

The tremendous demand in the world, even in a pandemic, are franchises of American companies. According
to the Top 100 Franchises 2020 ranking, out of the top twenty, only two franchises are non-American, namely: the
English hotel business franchise - InterContinental Hotels and Resorts - 10th place and the Japanese children's
education franchise - Kumon - 20th place. Of these 20 companies, 11 operate in the food industry, respectively,
operating in a business format. The ranking of the world's ten best franchises that operate successfully in a coronavirus
crisis is presented in the table [10].

Table
The 10 best franchises in the world in 2020 from The Franchise 500 [8;10]
Compan Countr Industr Initial cost of the Number of Year of
pany untry ustry franchise franchises franchise sales
Dunkin’ USA Franchise of bakery products $395,SOQ -$1.6 12 957 1955
and donuts mil.
Taco Bell USA Fast food franchise $525’5§1?1_ $2.96 7136 1964
McDonald’s USA Fast food franchise $1.3 mun - $2.2 mil. 38 108 1955
Sonic Drive-In USA Fast food franchise $1.2 mun - $3.5 mil. 3 600 1959
Shipping and delivery $138,400 -
The UPS Store USA franchise $470.000 5166 1980
Ace Hard\fvare USA Franchise for retail trade in $286,00Q -$2.1 5312 1976
Corporation non-food products mil.
Planet Fitness USA Franchise fitness clubs $1.1 mnH - $4.2 mil. 1859 2003
Jersey Mike's . . $237,400 -
Subs USA Sandwich franchise $766.970 1,592 1987
Culver's USA Fast food franchise $1.97 Bﬁﬁi{ -$4.7 715 1988
Pizza Hut 1 g0 Pizza franchise $357,000 - $2.2 17,176 1959
LLC mil.

It is worth noting that the best franchises in the world are the franchises of the United States of America, which
belong to the food industry. Of the ten franchises presented, only three do not relate to food, namely: The UPS Store
(delivery franchise), Ace Hardware Corporation (non-food retail franchise), and Planet Fitness (fitness club franchise).

However, according to a report by the International Franchising Association (IFA), 32,700 franchises have
closed since the pandemic in the United States, 21,834 of these franchises have been closed temporarily 10,875 have
been closed permanently. As a result, 1.4 million people became unemployed. Undoubtedly, the figures for Ukraine are
not so large-scale and negative, but all countries felt the decline in this business.

The franchise industry is much more extensive than just franchisors and franchisees. In the pandemic context,
the demand for consulting companies' services that help franchisors and franchisees run their business success has
increased. These consultants can be grouped by their areas of activity: accounting, banking and financing, franchise
brokers and referral networks, franchising and development consulting, legal services, marketing, trade services, public
relations, real estate services, and technology services.

The leading consulting companies in the field of franchising in the global market are Marketing - an American
franchise marketing agency, A&G - provides full accounting services (USA), Accurate Franchising - a consulting firm
for franchise development (USA), All Points Public Relations - a company that operates in the field of advertising and
marketing, is engaged in the promotion of franchises (USA), ApplePie Capital - a company engaged in franchising
(USA) [8].

The crisis caused by the pandemic has intensified the development of the market for information technology
(IT) franchises. It is a relatively new industry that has grown over the past few decades with the growth of the Internet,
smartphones, and other technological advances and is relevant in today's complex environment. Today, appropriate
technologies are needed to run a successful business. Billions of people need reliable services that can provide them
with the help and guidance they need due to technological difficulties, and the computer and IT services franchise fully
provide it. Many franchisees that provide computer and IT services have low start-up costs because they do not require
a storefront or a large amount of equipment. Many of these franchises offer their services remotely. The most developed
franchises for computer and IT services are TeamLogic Inc., Experimax, and CMIT Solutions, Inc. [10].

Based on the research, we can identify the following features of franchising in a pandemic [9;12;13]:

1. Closing the franchisee since they: did not have time to develop a business based on the franchise; did not
fulfill the terms of the agreement with the franchisor; the franchisor has ceased its activities; worked in areas affected by
the crisis; could not adapt to change; could not switch to the online format of doing business (trade in non-food



products, entertainment, restaurants, health and beauty industry, tourism and air transport, education, leisure,
recreation).

2. Digitalization of business through the active use of Internet technologies and computer programs has
become a positive moment for the preservation and development of business. Digitalization has provided: efficient use
of working time, improved communication within the enterprise and with the external environment, reducing the
complexity of operations, improving customer service, and more.

3. Active development of franchising in the medical field through the sale of franchises for the opening of
pharmacies, medical laboratories, diagnostic centers, which provides greater availability of these organizations' services
for consumers.

4. Relative stability in the operation of franchises of coffee shops, fast food, pastries, private kindergartens,
pawnshops, delivery services, which ensured the preservation of employment in these areas.

5. The emergence of the franchise market franchises anti-crisis format, which are characterized by a decrease
in the requirements of the franchisor to the franchisee for the area of the franchisee and its location; adjustment of prices
for products or services per consumer income; number of employees and range; placement of points of sale, their
internal and external design and equipment; terms of purchase of raw materials and products, product range, marketing
and advertising; the market for goods or services; selection of resource providers. Today, the anti-crisis nature of
franchises has been ensured by the fact that some franchisors have only reviewed the term, structure, and amount of
payments and conducted consultations and training of franchisees' staff.

Anti-crisis franchises are franchises that provide certain relaxations on the franchisor part in relation to the
franchisee in terms of the contract in the event of force majeure. Anti-crisis conditions and the moment of their entry
into force must be stipulated in the contract at its conclusion. Moreover, the main condition for concluding such a
franchise should be the franchise agreement's insurance, which would minimize the risks for participants. However,
today, there are no effective tools to support franchising by the state, financial, and insurance institutions, which
complicates this type of relationship.

6. Decrease in demand for franchises, both domestic and foreign, due to the high risk of investing in franchises.

7. Increasing demand for pawnshop franchises and microfinance, as well as for various delivery services.

8. Decreased interest in online and online franchises.

9. Increasing the number of franchises, especially in the field of postal services, in villages and small towns.

Summing up the research results, in current crisis conditions, an effective tool for mobilization and use of
resources would be the formation of the franchisor and the franchisee of a joint anti-crisis program, the use of anti-crisis
franchises, and active use of digitalization processes. It is necessary to legislate franchising relations at the state level to
develop a mechanism for its operation, insurance, and financing.

Conclusions. Observing the development of franchising in the world, we can conclude that it is more resistant
to change than individual business because it has substantial roots that are growing around the world. Speaking of the
most popular franchises globally, they are certain franchises of the United States in the field of nutrition, operating on a
business format. There is also a well-developed product distribution system, which can be seen in the example of world-
famous clothing brands. Franchising is a universal tool for developing your own business with minimal risks. Starting
an individual business from the beginning, the future entrepreneur risks losing everything because consumers may not
be interested in his product. Buying a successful, well-known franchisee only needs to fulfill all the terms of the
agreement and make a profit.

In the franchising industry and the franchisee and the franchisor, other companies provide services and
products to help franchisors and franchisees succeed in doing business. Assistance can be provided in various areas,
from accounting and legal services to marketing and public relations.

It is worth noting that the global pandemic has become a test of this century, which has damaged both the
global economy as a whole and individual businesses. Observing the development of international franchising in a
worldwide pandemic, it is worth noting the rapid growth in online franchises' popularity, especially in the medical field.
In turn, for the period of quarantine restrictions, there was a decrease in the cost of franchises of companies that were
forced to suspend their activities or change the format of operation. Accordingly, some franchisors have reduced flat-
rate rates, royalty interest rates and updated their franchises' forms. Undoubtedly, COVID-19 has caused significant
damage to people worldwide. However, it is worth noting that it has opened up new opportunities for development and
improvement for some businesses, especially in the service sector.
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