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GRATA International is a dynamically developing
international law firm which provides services for projects
in the countries of the former Soviet Union and Eastern
Europe: full coverage of the entire region with network of
offices, highly qualified team of professionals suited for
cross-border projects. Firm's reputation and expertise
are confirmed by testimonials from transnational clients
and leading international ratings. 

A wide network of office operating under one system
and platform delivers great convenience for our clients.
Any office can act as a "one-stop-shop" for its clients and
provide them with access to services in other cities and
countries. If necessary, inter-office teams with relevant
experience are assembled to provide solutions to
complex tasks. Service quality is assured by a clear
system of organisation of this process.

GRATA International is present in the following
jurisdictions: Armenia (Yerevan), Azerbaijan (Baku),
Belarus (Minsk), Cyprus (Limassol), Georgia (Tbilisi),
Kazakhstan (Aktau, Almaty, Atyrau, Astana, and other
cities), Kyrgyz Republic (Bishkek), Moldova (Chisinau),
Mongolia (Ulaanbaatar), Russia (Moscow, St. Petersburg,
Rostov-on-Don, Samara), Tajikistan (Dushanbe),
Turkmenistan (Ashgabat), Turkey (Istanbul), UAE
(Dubai), Ukraine (Kyiv) and Uzbekistan (Tashkent).

In addition to its offices, GRATA International has
representatives in the UK (London), Germany
(Frankfurt), the USA (New York), China (Beijing),
Switzerland (Zurich), Malaysia (Kuala Lumpur).

GRATA International is regularly acclaimed by leading
international rankings: Chambers Global, Chambers
Asia-Pacific, Legal 500, IFLR1000, WWL, Asialaw
Profiles, and is featured in Deals of the Year Awards by
China Business Law Journal.

About GRATA International

Banking & Finance
Construction & Infrastructure
Industry & Trade
Mining
Oil & Gas
Pharmaceuticals & Healthcare
Technology, Media & Telecommunications
Transport

Key Industry Sectors:

> 250
professionals

> 31
years of experience

> 22
countries of presence

> 15
practice areas

15 000+
projects

7 700+
clients
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A franchise is a legal and commercial relationship between the owner of a trademark,
brand, or business model (franchisor) and an individual or group (franchisee) who is
granted the right to operate a business using that trademark, brand, or business model. 

The concept of franchising dates back
to the Middle Ages when English
monarchs granted exclusive rights to
certain individuals to conduct specific
trades or sell certain products. 

However, modern franchising as we
know it today has its roots in the United
States, where it first emerged in the
early 20th century. One of the first
successful franchise models was
developed by Isaac Singer, the inventor
of the sewing machine, in the 1850s.
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He allowed independent
business owners to sell and

service his sewing machines
in exchange for a fee and a

share of the profits. This
model proved to be

successful and laid the
foundation for future

franchise arrangements. 

In the early 20th century, franchises started to gain popularity in the United States,
particularly in the fast-food industry. Ray Kroc’s acquisition of the McDonald’s concept
from the McDonald brothers in 1955 is often considered a landmark event in the history
of franchising. Kroc transformed McDonald’s into a globally recognized brand by
franchising it to entrepreneurs who would open and operate their own McDonald’s
restaurants.

Since then, franchising has become a widely used business expansion strategy across
various industries, including hospitality, retail, automotive, education, healthcare, and
more. It offers entrepreneurs the opportunity to operate a proven business model with
established brand recognition, marketing support, and ongoing training and support
from the franchisor.
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Franchising has become a popular business model also in Armenia and has gained
traction over the years. In Armenia Franchise is also known as authorization for
complex entrepreneurial activity. This model allows a company (the franchisor) to
expand its business by granting the right to an independent operator (the franchisee)
to use the system of exclusive rights belonging to the former in the entrepreneurial
activity in exchange for a fee. 

Due to its advantages, nowadays more and more people choose franchising as a
comfortable and easy business model. It allows the franchisee to pass on the
organizational details and stages such as the invention of brand name, advertisement,
gaining reputation and a good name, details which would make the new business
unique and successful. However, this business model can have some difficulties, as
franchisees are somehow dependent on the franchisor that unable them to make
independent decisions regarding changes in the local market. 
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Here are
some of
the main
aspects:

Franchising has several
features that make it an
attractive option for
entrepreneurs and business
owners all around the world. It
is an easy model which allows
all the parties to receive profit
with minimum risks because
the mechanism is already
tested and checked out by the
franchisor who has succeeded
in a certain field of business
and can share its own
experience with the
franchisee. 

The Use of a Recognized Brand Name: 

Franchisees are allowed to use the franchisor’s established brand name, trademarks, and
logos to market their products or services. This helps franchisees benefit from the brand’s
established reputation and attract customers. It also helps to gain the audience trust.
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Franchise operating systems and procedures are the standardized methods and
processes that franchisees must follow in running their business under the franchisor’s
brand. These systems and procedures are designed to maintain consistency and ensure
that all franchise locations provide the same level of quality and service. Here are some
common examples:

Standardized Operating Procedures:

Training 
Franchisees receive comprehensive training on various aspects of their business
operations, including product or service knowledge, sales techniques, customer service,
and administrative tasks. This training can be provided through classroom sessions, online
modules, on-the-job training, or a combination of these methods.

Hiring and Staffing
Franchisees may be provided with guidelines on the recruitment, selection, and training
of their staff. This includes job descriptions, interview questions, and training materials to
ensure that the franchise operates with skilled and knowledgeable employees.

Product/Service Standards
Franchisors set strict standards for product or service quality, including ingredients,
preparation methods, presentation, and customer experience. Franchisees must adhere
to these standards to maintain uniformity across locations.

Marketing and Advertising
Franchise operating systems often include guidelines for marketing and advertising
activities. This can include recommendations for local marketing initiatives, approved
marketing materials, and guidelines for using the franchisor’s brand and trademarks in
advertising campaigns.

Purchasing and Inventory Management 
Franchisors may have preferred suppliers and negotiated contracts for purchasing
products or raw materials. Franchisees are required to source their supplies from these
approved suppliers and follow guidelines on inventory management and control.

Operations Manual 
Franchisees receive an operations manual that outlines step-by-step instructions for
various tasks and procedures. These manual covers everything from opening and closing
procedures to inventory management, staff scheduling, cash handling, and equipment
maintenance.



The franchisees are required to pay an initial franchise fee to the franchisor
and ongoing royalties based on a percentage of their sales. In return, they
receive training and ongoing support from the franchisor in areas such as
marketing, operations, and management. 
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Financial Reporting 
Franchisees are typically required to provide regular financial reports to the franchisor.
These reports may include sales figures, expenses, and other financial information
necessary for monitoring the financial health of the franchise location.

Quality Control
Franchisees are subject to periodic inspections and quality control assessments by the
franchisor or its representatives. This ensures that franchise locations meet the brand’s
quality standards and comply with operating procedures.

Communication Channels
Franchise operating systems often include established communication channels
between the franchisor and franchisees. This facilitates regular updates, sharing of best
practices, and addressing any issues or concerns that arise.

Continuous Improvement
Franchisors may encourage franchisees to provide feedback and suggestions for
improving the operating systems and procedures. This helps in identifying areas that
need refinement and continuously enhancing the overall franchise operations.

Fee:

The difference between the initial franchise fee and ongoing royalties is that the initial
franchise fee is the one-time payment made by a franchisee to the franchisor for
joining the franchise system, usually upon signing the franchise contract and the
royalty fee is an ongoing fee that is usually paid by a franchisee during the whole
length of a franchise contract in return for use of the franchisor’s trademark, systems
and goodwill.



Franchisees also enjoy territory protection
which means that they have exclusive rights
to operate within a specific geographic
territory.

A protected franchise territory refers to a
specific area that a franchisor grants the
franchisee the right to operate within,
meaning other franchisees, and sometimes
the franchisor itself is unable to enter that
market.

By operating in a protected
territory, however, the
franchisee can gain
assurance and some control
of the brand’s development
in his local market. This
allows to execute marketing
within a certain territory
without having to compete
with a neighboring
franchise of the same brand.
Ideally, the franchisee does
not want a potential
customer to choose
between his location and
another one. 

Armenian Law regulates almost every aspect of Franchising, including rights and
obligations of the parties, form and registration of a franchise contract, conditions and
legal regulation of sub-franchise, payment under the franchise contract, duties, and
restrictions of the rights of the parties, etc. According to it, commercial organizations, and
individual entrepreneurs can be parties under the franchising contract, and the
registration of the contract must be carried out by the authorized state body which
registered the right holder as a commercial organization or individual entrepreneur. Only
in the situation when the latter’s registration was carried out in another country, the
contract must be registered in the state body which registered the user’s commercial
organization or private individual. In Armenia, such an authorized state body is the State
Register of Legal Entities.

It is important to refer to the contract registration form, which is the first and most
important stage to start the mentioned relations. The only acceptable form of
concluding the contract is the written version, the violation of which will lead to its
invalidity and the contract will be considered null and void. The contract can be
signed for a definite period and indefinite term.

In case the contract or the right holder allows, the user can conclude a complex sub-
franchise contract, transferring the exclusive rights belonging to the right holder to third
parties, but only for the period for which the contract for the main franchise contract was
signed. For the sub-franchise contract, the legislator clearly defines that all the provisions
related to the complex license contract apply to the Complex Sublicense contract.
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Territory Protection:



The parties to the franchising contract have the right to refer to the contract in their
relations with third parties only after it has been registered. The mechanism of
registration of the Sublicense contract is the same, as in the case of the main License
Contract. It means that the authorized body is also the State Register of Legal Entities. 

The complex permission for the use of the object protected by the patent legislation is
also subject to registration in the authorized body that is Intellectual Property Office.
Failure to comply with this requirement renders the complex permit contract to be null
and void.

Сonclusion

In conclusion, franchising offers a
valuable business opportunity for
aspiring entrepreneurs. By becoming a
franchisee, individuals can benefit
from established brands, proven
operating systems, and ongoing
support from the franchisor.
Franchising allows individuals to enter
the business world with a greater
chance of success compared to
starting a business from scratch.

Franchising provides numerous
advantages, including reduced risk and
access to a ready-made customer
base. Franchisees also benefit from
comprehensive training, operational
support, and marketing assistance
from the franchisor. This support helps
franchisees to effectively run their
businesses and maintain consistency
across multiple locations.

However, it is important to note that franchising also involves certain challenges.
Franchisees must adhere to the franchisors’ operating systems and procedures,
restricting their flexibility and creativity to some extent. Plus, franchise contracts
often require payment of ongoing fees, which can impact profitability.

Before entering into a franchise relation, it is crucial for individuals to thoroughly
research and evaluate different franchise opportunities. This includes analysing the
market potential, financial obligations, and support provided by the franchisor.
Seeking legal and financial advice is highly recommended to ensure a clear
understanding of the rights, obligations, and risks associated with franchising.
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