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Abstract

The concept of the corporate image is considered; fundamental, external and internal
constituents of the corporate image are distinguished; franchising as the system of business
organization, based on the use of corporate image of organization and product image, is
analysed; the features of franchising, benefits and disadvantages for the franchisor and the
franchisee are distinguished analyzed in the article.

Pe3ztome

Y emammi pozenamymo nouamms xopnopamueno2o imiodcy ma 6uoileHo makxi 1020
CKAA008I, K YyHOamMeHmanvHull, GHYMPIWHIL Ma 306HIWHII, NPOAHATI3068aAH0 (PPaHYaAl3UHe K
cucmemy opeanizayii ma éedeHus OizHecy, w0 IPYHMYyEmMvCs Ha UKOPUCMANHHT KOPNOPAMUBHO20
iMiooicy opeamizayii ma moeapno2o imiodcy il NpoOYKmig; GUOKpeMIeHO 0coOIusocmi
@panuaiizuney, tioeco nepesacu ma HeOONIKU OJis (hpanyatizepa ma Ppanyarisi.

Pesrome

B cmamve paccmompeno nonsmue KOpnopamueHo2o uUMuUONCA U 6blOeNeHbl MaKue e2o
cocmagnfgiowue, Kax YHOAMEHMANbHbIU, GHYMPEHHUN U  GHEWHUL, NPOAHANUIUPOSAH
¢panyaiizune Kak cucmema OpeaHusayuu U Geoenus OuzHeca, KOMOPbL OCHOBLIEACMCs Hd
UCNONb30BAHUU KOPNOPAMUBHO20 UMUONCA OP2AHUZAYUU U MOBAPHO20 UMUONCA €€ NPOOYKMOE;
svioeenbl 0COOeHHOCMU (hpanyaiizuned, e2o npeumyujecmed u HedoCmamxu 0 (hpandaiizepa u
¢panuaiizi.

Franchising as a business model has been developibe last decade, covering new
areas and focusing on the many target audiencese \ttle franchise accounted for more than
one-third of the world's retailers, while tradeoidly one of the areas in which it is implemented.
The basis of franchising is the image of the orgaion and its products and services, the
efficiency of which becomes the basis for the digilon and the use of other entrepreneurs. It
becomes the base of legal, economic, and partpsré@tween entrepreneurs, combined in a
network of franchising.



Study of the franchise in the Western scientifedition takes place in the context of the
study the economic feasibility of various systenfisthe business success stories of famous
brands such as scientists and practitioners: T. dddwl. Kokbern, I. Marrey, I. Spinelli, J.
Timmons and others. Ukrainian scientists G. Andthshk, E. Legenda, V. Osetsky, Y. Semeniy,
M. Tereshchenko focusing on the economic, orgaiozat and legal aspects of franchising.
However, the attention of the scientists was net redominately centered on studying the
franchise through the lens of image approach, wisicised in this publication.

The purpose of this scientific exploration is aleqtion franchise as separate form the
use of the corporate image of the organizationditachment of pros and cons of this system
for its participants.

Corporate image is the public image of the orgdimmna formed in target audiences
through a system of targeted strategic communiegtidt is an important resource for any
business as it creates around it a favorable irdbon environment, thereby increasing
popularity of goods and services, credibility, &riself-esteem of staff, optimizing search for
business partners, which ultimately improves orgaional efficiency and increases profits.

Structure of corporate image is a multicomponerdiuiding information orthe financial
condition of the organization, its history, its falers and current leaders, corporate identity,
marketing efforts, etc. systefiamous American scientist B. Gee proposed a mddsirporate
image, which consists of several main componentsndamental , internal and external image.
Fundamental image laid by ethical principles, loagn objectives, corporate mission, personal
and business philosophy of the founders of therorg#éion. It is a key component of the image
that remains virtually unchanged for the organ@a$ existence, creating a corporate identity
firm. Internal image of the organization dependdinancial and personnel policies, educational
and training programs for personnel, programs tcoerage employees, matrix internal
communications. It is designed for employees of tiganization and aimed at fostering
effective corporate culture of the organizatione Hxternal image of the organization formed by
the quality of goods and services, communicationl&cy organization, its corporate identity,
civic activity and mediaryleyshnz [3]. The resufttbe three components of corporate image
becomes emergentness effect that corporate dpyaty to the brand.

Quite obvious is that an effective corporate im&g& complex process that requires
significant time, effort and material resources agegment organization, a priori one founder of
the successful organization seeks its expansi@opaolarize their business and increase profits.
However branching company associated with sigmfiggsks and costs that can be offset by
using the franchise system.

Franchise - business agreement that allows yownebme reputation, innovation and
technical know-how and experience innovator (frasmf) with the energy, skills and other
attachments party (franchisee) the business ofyataxh and marketing of goods and services
[7]. Subjects franchise is the franchisor and taadhisee, the first of which is the successful
author of effective business ideas, the other tspiaat his enterprise, reproducing all the
features of the brand, quality of goods and sesyicerporate identity, features activities. If the
franchisor has several franchisees are dependehingnhe created an entire franchise network
that covers large geographic areas.

Franchise originated in the Middle Ages, when thigidh kings barons gave the right to
collect taxes from certain areas in exchange falaoeservices, and ordinary people for a fee
allowed to sell their products in the markets ¢ thity (such places were called franchises). In
the City of London in the XVII century. approvedstgm of trade guilds that resemble modern
franchising system. The development of commercgyatesns began franchising in the U.S.,
where the 1860's franchise used American compamufaeturing sewing machines "Singer".
In essence, these were the first franchise distabuagreements with additional obligations
warranty. In the early twentieth century. creathd world's most famous franchise network
"Coca-Cola" and "Pepsi". Since the 20's of the tieéim century. begins using franchising in
shops. After World War Il franchise contributedtbe® development of hotel and tourism sector



and foodservice. Since the late 1950-1960's fraecis one of the most advanced forms of
entrepreneurship in countries with developed mad@inomies, and in 1960 founded the
International Franchise Association.

Ukraine has according to various estimates theze8@rto 120 franchise networks [4 ]
and a tendency to increase their number. Despgedbr legislation does no special regulations
that would regard the legal basis of fraychayzyrdng this area is regulated by the Civil and
Commercial Code, which became effective January2dQ4. They have no concept of
franchising, but commercial concession agreemeipulated that the legal nature of the
corresponding franchise agreement [4, 6]. Analg$idrticles 1115-1129 of the Civil Code of
Ukraine [2] and Article 366-376 of the Commercialde of Ukraine [1] allows to verify that the
content is common in international practice frascig concept corresponds to the concept of
commercial concession, used in Ukrainian law. Hawvgethis can create difficulties interactions
Ukrainian businessmen with foreign counterpartsgcabsee in some jurisdictions (France,
Portugal, Belgium, Switzerland) concept of franoigsand commercial concessions are not
quiteidentical [4].

At its core franchise - a way of business orgaimain which businessman or company
owner hands over to another businessman or contpamght to sell their goods and services in
exchange for a commitment to sell the goods orisesvin compliance with certain quality
characteristics and the use of specified technetodeveloped under the scheme in a clearly
prescribed place under certain trademark. The hddise relationship between franchisor and
franchisee is the franchisor corporate image, ¢a¢ures of which is assumed by the franchisee.
Getting warranty business development, franchisstead vtachaye carnal corporate identity,
engaging in communicative connection with consurearbehalf vranchayzera.

Hallmarks of a franchise business is standardiaatbe same quality of goods and
services in all business systems and their reptasam to consumers), "a unique selling
proposition "(quality of products or services tdatinguishes their population equivalent), ease
of operations (sales business system should bdesmnp understandable even for amateur) high
network (effective organization of the franchisfi).

In exchange for some profit and independent freseehireceives a well-known
trademark, proven method of doing business andchage of technology know-how. Most
franchisees - people who were previously employsssause the franchise is a transitional
bridge from working for someone else and their hess. For them, the franchise agreement is
personalized investment in yourself not only finrgnaut also time and effort.

Franchisee operates under the trademark franahsseg his reputation and image, but
because most end users identify it with corporatie and features of a franchisor . Therefore,
for successful business and avoid the negativedtmgrathe overall image and market reputation
of the franchise network franchisor provides tlanhisee various forms of support and regulate
certain aspects of business. It is not disrupteti@wic and legal autonomy of the franchisee.

Basis franchise agreement is deductible (franghésdage franchise license) - the whole
business system that includes management, softwaoeimentation, materials. It defines the
rights and obligations of the parties, especidily interaction between them. At completeness,
accuracy and thoroughness of their descriptioménagreement between the franchisor and the
franchisee greatly facilitate their cooperation.

Franchisor most important responsibilities is tansfer the rights to use own brand,
develop uniform documentation and transfer of doenitsy, including a description of the know-
how and technologies of business, industry starsdandl secrets, providing ongoing support to
stage the opening of business and ongoing suppoitsf existence, making and maintaining
exclusive contracts for the supply, conducting tagujuality control of the franchisee.
Franchisee must instead pay a down payment and regkéar payments (royalties) for the use
of the franchise; meet standards and technologaxhisor; zabezpuvaty match the quality of
their goods or services to the level of qualitygoiods and services provided directly by the
franchisor or the quality standards set by himygl® customers all the extras that they have



provided the franchisor, not to divulge the secreftisthe franchisor and other confidential
information received from him perform developed nfrhisor programs for business
development.

Thus franchising dialectically combines dependearmt freedom of franchisees, which is
in close relationship with franchisor. When botdes are interested in developing their own
business, brand promotion, preservation and mant@n of a stable positive reputation of the
brand.

Franchise agreement provides for the mutual benéfite parties. Franchisor promotes
its own brand, which is spreading to other geogi@pteas thus increasing market reach without
attracting significant investment, as major finahcand organizational costs itself takes
franchisee; gets additional revenue by receivingrmnts from the franchisee for the use of its
system of doing business.

Franchisee reduces the risks of starting a newnbssj using the already proven highly
effective business system and brand name that Ineadg established itself in the market.
Franchisee operates as an independent businesswimah retains its legal, financial and
administrative independence. Franchisor continyosigbports its franchisees by providing them
with ongoing advice, production support, helpingrthto enter into exclusive contracts for the
supply of materials and equipment. Franchisor mkp de a guarantor loan agreements
franchisees greatly simplifying the way search toesl and cooperation with them. Franchisor
and franchisee can combine their efforts in plagrand implementation of branding, market
research, finding new partners, etc..

Yet with all these advantages successful expansidanfluence brand franchisor is in
direct proportion to the teamwork of foreign firttsat do not always work conscientiously,
causing damage to the reputation of the franchisor.the franchisor is a significant risk of
disclosure of its trade secrets.

Features interaction franchisor and franchisee ndefseveral types of franchises.
Ukrainian scientist Ossietzky VL emphasizes thestexice of two main types franchayzyhovyh
systems: franchise business format franchising prodiuct. The basis of the company that
operates on a franchise product is just the prodisctonsumer properties. Franchise Business
format is characterized by an increasing numberldfgations that govern the franchisee
because attention is not only the product itseif,tbe way its representation to consumers [5].

In addition to these, you can ascertain the exigtesf other types of franchising: trade
(franchisee sells products under its franchise esyssales under his trademark), service
(franchisee provides services according to qualtteria of the franchisor and the franchisee
under the trademark), manufacturing (franchiseayres goods according to the franchisor's
proprietary production system under his own trad&nand mixed (combining components
described above formats franchise) franchise.

Above mentioned types of franchise share many cheniatics with other systems
business. For example, commercial franchising ienofcompared to dealer agreements,
production - with a license. However, the majorfatiénce in this case is the anonymity of the
franchisee compared to firm-dealer or licensee fibvah their own corporate image and perform
independent marketing policy.

Therefore, the corporate image of the organizaisoits important intangible resource
that helps to realize its strategic goals and divjes . Franchising is a form of the corporate
image, since it is based on borrowing successfginess format and identity elements of a
successful company by another company for fruitiubperation in order to develop business.
Given the rapid growth and popularity of this systen Ukraine this subject needs further
investigation in the cases most successful fraeameworks.
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