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Abstract: This article presents a comprehensive comparative analysis of franchising models as a
strategic framework for international expansion, focusing on the distinct approaches of European
and American corporations. The analysis reveals a fundamental dichotomy: American
franchising prioritizes rapid scalability, brand standardization, and a regulatory framework
centered on pre-contractual transparency (FTC Rule). In contrast, the European model
emphasizes cultural adaptation, long-term sustainability, regulatory diversity, and often a more
collaborative franchisor-franchisee relationship, guided by a voluntary European Code of Ethics.
The article identifies key success factors, including the balance between standardization and
localization, the critical role of franchisor support, and the impact of digital transformation.
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INTRODUCTION

The contemporary global economy is characterized by interconnected markets and the relentless
pursuit of growth opportunities beyond domestic borders. In this context, franchising has
emerged as a predominant and resilient strategy for international expansion, allowing firms to
leverage local market knowledge and capital while maintaining brand integrity and mitigating
financial risk. As noted by President of Uzbekistan Shavkat Mirziyoyev, creating opportunities
for entrepreneurs and integrating new ideas into the economy is a paramount goal, making the
study of proven models like franchising highly relevant for developing nations®.

The strategic importance of franchising is underscored by its substantial economic impact.
According to Statista (2023), the franchising industry in the United States generated over $860
billion and employed more than 8.4 million people. In Europe, franchise networks experience an
annual growth rate of 6% to 8% in key markets like the UK, France, and Germany?. Despite its
global application, the implementation of franchising is not monolithic. Significant divergences
exist between the models employed by American and European corporations, shaped by distinct
legal traditions, cultural contexts, and economic philosophies.

Theoretical Foundations of International Franchising

Franchising is a contractual relationship between two legally independent firms: the franchisor
and the franchisee. The franchisor grants the franchisee the right to operate a business under its

1 Mirziyoyev, Sh. M. It is our highest duty to work for the benefit of the people. — Tamkent: Uzbekistan, 2023.
2 Statista. Franchising Industry — United States [OnexrponHslii pecypc]. — 2023. — Pexxum nocryna: https://www.statista.com
(mata obpamenus: 24.08.2025).
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trademark, utilizing its proven business model, operational know-how, and marketing support. In
return, the franchisee pays initial fees and ongoing royalties, agreeing to adhere strictly to the
franchisor's operational guidelines®.

The essence of franchising is a synergistic exchange. The franchisor gains rapid market
penetration and growth with reduced capital expenditure, while the franchisee acquires a lower-
risk business opportunity with an established brand and continuous support. This model is
particularly effective for international expansion, as it mitigates the "liability of foreignness" by
partnering with local entities possessing invaluable market-specific knowledge.

Franchising manifests in various forms, which can be classified on several criteria, as
synthesized in Table 1 below.

Table 1: Classification of Franchising Types

Classification

Criteria Type of Franchising Key Characteristics

Franchisee manufactures
Business Activity Production Franchising goods using franchisor's
technology and brand.
Franchisee sells goods
Distribution Franchising produced by the franchisor
(e.g., automotive dealerships).
Franchisee adopts the entire
business system, brand, and
operational model (e.g.,
McDonald's).
Direct contractual relationship
Expansion Strategy Direct Franchising between franchisor and
franchisee.
Master franchisee acquires
Master Franchising rights to develop a territory
and sub-franchise within it.
Franchisee operates one

Business Format Franchising

Number of Units Single-Unit Franchising .
franchise outlet.
Franchisee operates multiple
Multi-Unit Franchising outlets within a defined

territory.
Franchisee agrees to open a
specific number of units in a
territory within a set
timeframe.

Area Development

The economic rationale for franchising is explained by several theories. Agency theory suggests
it aligns the interests of the franchisor (principal) and the franchisee (agent), as the latter has a
direct financial stake in the unit's success*. Transaction cost theory posits that franchising is an
efficient governance structure that minimizes the costs of monitoring and controlling
geographically dispersed units®.

3 Blair R. D., Lafontaine F. The Economics of Franchising. — Cambridge: Cambridge University Press, 2005.

4 Combs J. G., Ketchen D. J. Toward a Theory of Franchise System Governance // Academy of Management Journal. — 2003.
5 Dant R. P., Grlinhagen M., Windsperger J. Franchising Research Frontiers for the Twenty-First Century. — London: Palgrave
Macmillan, 2011.
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The efficacy of this model is demonstrated by superior survival rates. While approximately 90%
of all new startups fail globally within three years, the failure rate for franchised businesses is

less than 10%°. This stark difference is visualized in Figure 1.
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Figure 1. Comparative Business Survival Rates: Franchised vs. Traditional Startups

Comparative Analysis: European vs. American Franchising Strategies

This analysis employs a qualitative comparative research design. The primary method is a cross-
case synthesis of leading European and American franchisors across sectors such as fast-food,
retail, and telecommunications. The analytical framework is based on the following criteria:

Regulatory Environment: Analysis of legal requirements (disclosure, relationship laws).
Market Entry Strategy: Preference for direct, master, or joint venture franchising.

1
2.
3.
4
5

Standardization vs. Adaptation: Degree of localization in products, services, and marketing.
Franchisor-Franchisee Relationship: Nature of support, control, and communication.

Performance Metrics: Growth rate, international presence, and brand consistency.

Data is drawn from secondary sources: company annual reports, franchise disclosure documents,
industry analyses (IFA, EFF), and scholarly publications.

The regulatory landscape is a primary differentiator between the two models.

Aspect

American Model (USA)

European Model (EU)

Governing Principle

Mandatory Pre-contractual
Disclosure

Diversity: Mix of pre-
contractual disclosure laws
and general civil codes.

Primary Regulation

FTC Franchise Rule (16 CFR
Part 436)

No single EU law; varies by

member state (e.g., France's

Loi Doubin, Italy's Law No.
129/2004).

6 Alon I. Global Franchising Operations Management. — London: Palgrave Macmillan, 2006.
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Varies; often combines

Transparency for potential transparency with good faith
Core Focus franchisees (FDD). obligations during the
relationship.
Enforcement Federal (FTC) and State level. National courts within each
member state.
- IFA Code of Ethics European Code of Ethics for
Guiding Soft Law .
(voluntary). Franchising (voluntary).

Table 2. Comparative Analysis of Franchise Regulations

The American system is unified around the Franchise Disclosure Document (FDD), ensuring a
high level of informational symmetry pre-contract. The European approach is fragmented,
creating a more complex environment for cross-border expansion within the EU itself,
necessitating careful legal navigation by franchisors.

Standardization and Adaptation in International Franchising

The choice between global standardization and local adaptation constitutes one of the central
strategic dilemmas in the management of franchising systems. The American model is largely
oriented toward standardization. The so-called “McDonald’s model” emphasizes replicability,
operational efficiency, and the preservation of a consistent global brand identity. Adaptation,
when it occurs, is typically limited to adjustments in the product offering: for instance, McArabia
was introduced in the Middle East, while vegetarian options were developed for the Indian
market. At the same time, core processes, store layout, and the service model remain uniform
across locations ’.

The European approach, by contrast, tends to prioritize deeper cultural integration and sensitivity
to local contexts. Franchisors in European markets often emphasize alignment with cultural
expectations and consumer values. McDonald’s in France, for example, has incorporated
espresso coffee and pastries into its menu in order to resonate with the French café tradition.
Similarly, brands such as The Body Shop and L’Occitane leverage their European heritage,
highlighting ethical sourcing and the use of natural ingredients, thereby appealing to values that
strongly resonate with consumers across the continent.

This divergence can be summarized on a strategic spectrum, as shown in Figure 2.
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Figure 2. Strategic Spectrum of Franchise Adaptation

7 European Franchise Federation. European Code of Ethics for Franchising. — Brussels, 2023.
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Evaluation of Effectiveness and Recommendations

The effectiveness of international franchising is generally assessed through several key
indicators, including revenue growth and return on investment for franchisees, the strength of
brand equity, the speed of network expansion, and the level of franchisee satisfaction.
Nevertheless, the process of international expansion is accompanied by persistent challenges.
Cultural misalignment often becomes a decisive barrier: standardized models that disregard local
specificities tend to face rejection, as evidenced by the early failures of American retailers in
Europe. Legal complexity represents another critical obstacle, since the fragmented regulatory
environment across European countries makes compliance both costly and time-consuming.
Ensuring consistent quality across geographically distant and culturally diverse franchises also
remains an ongoing difficulty. In addition, poor partner selection at the master franchisee level
can undermine the success of expansion strategies for entire regions®.

For companies from emerging economies, such as Uzbekistan, entering the global market
requires a carefully balanced and adaptive strategy. A phased approach is advisable, whereby
expansion begins through master franchising in culturally and linguistically proximate markets,
allowing firms to accumulate experience and reduce risk before pursuing more distant
opportunities. Central to success is the principle of “glocalization,” which combines the
American emphasis on strict standardization and operational efficiency with the European
sensitivity to cultural adaptation. The brand identity should remain consistent and non-
negotiable, while product offerings, marketing approaches, and store atmospheres may be
adjusted to local preferences.

The future of global franchising lies in synthesizing the strengths of both. Successful
international franchisors will be those that can build a strong, consistent global brand while
simultaneously empowering local operators to adapt to their specific markets. They will leverage
digital tools to manage complexity and foster a culture of mutual learning and respect between
franchisor and franchisee. For emerging market corporations, this balanced, hybrid approach
provides a robust roadmap for turning franchising into a successful vehicle for global expansion,
driving economic growth and international integration as envisioned by national development
strategies.

CONCLUSION

This comparative analysis elucidates that there is no single optimal model for international
franchising success. The American paradigm offers a powerful framework for rapid, scalable
expansion built on standardization and a clear regulatory foundation. The European model
provides a nuanced, resilient approach prioritizing long-term sustainability through cultural
adaptation, ethical branding, and collaborative partnerships.

The future of global franchising lies in synthesizing the strengths of both. Successful
international franchisors will be those that can build a strong, consistent global brand while
simultaneously empowering local operators to adapt to their specific markets. They will leverage
digital tools to manage complexity and foster a culture of mutual learning and respect between
franchisor and franchisee. For emerging market corporations, this balanced, hybrid approach
provides a robust roadmap for turning franchising into a successful vehicle for global expansion,
driving economic growth and international integration as envisioned by national development
strategies.
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