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Abstract: Franchising is a business format which is becoming a
global phenomenon in the contemporary business. Franchise
systems extensively use modern information and communication
technology (ICT) to enhance communication among franchisors
and franchisees, and to provide interaction with end users. The
aim of the paper is to highlight the importance of using the
modern technology in franchise systems globally and need for
more intensive use of ICT in our country and in neighboring
countries, based on the comparative analysis of using the ICT and
Internet in developed and less developed economies. The research
was conducted through a comprehensive on-line analysis of
franchisors’ web sites. In this paper, it is analyzed whether there
is a connection between the franchisors and franchisees linking
through web site and the number of given franchise. Correlation
analysis showed a statistically significant strong positive
correlation between the use of the web site for linking franchisors
and their franchisees and the number of franchise units. It can be
concluded that less use of modern technology and the Internet in
developing countries affects the slower expansion of the franchise
units network than in developed countries where the use of ICT
and the Internet is at a much higher level.
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1. Introduction

Franchising experiences a bloom and is considelfedna of business that
has a growing impact on the global economy. Dubéddncreased popularity of
franchising as a mechanism of economic growth akerlast forty years, a
number of researchers in different social scieargshumanities put their focus
on the analysis of this area. In economic practloere is a noticeable tendency
of constant development and improvement of thetiegisranchise systems,
considering the great importance that these sysiewis for employment, GDP
growth, and overall economic growth. The concepfrafichising is attractive
as a model of self-employment, particularly due th@ appearance of a
downsizing in large companies affected by the srialthough franchising, as a
concept by its very nature, is a global phenomertbare are a number of
contemporary trends that should be addressed wittenframework of the
development of a national franchise systBifferently from developed market
economies, there is still a noticeable lack of acaid research in the field of
franchising in Serbia, especially regarding therentr trends in this field. The
use of modern information and communication teabgiek (ICT) affects almost
every aspect of modern society, both in Serbiavearttwide. In this regard, it is
especially important to mention that franchise pigations increasingly opt for
intensive use of modern technology in their busim@ecesses, which leads to a
series of changes in the relationship between #récipants in a franchise
system. The use of modern ICT in the franchiseegystincreases the quantity,
quality and frequency of information exchange betwearticipants and causes
growth of franchisor's and franchisee's informagigrower.Therefore, the aim of
this study is to highlight the importance and gaiises of using modern
information and communication technologies in ttamé¢hise systems on a global
level, as well as to emphasize the need for mdaensive use of ICT in Serbia
and the surrounding countries based on a comparatialysis of the use of ICT
and the Internet in less developed economies anelafeed market economies.
The starting assumption of the study is that tleeafdCT and the Internet in the
development of franchise systems in less develepedomies lag behind the use
in the developed market economies, and that tree different purpose and
usage of ICT in these countries.

Namely, the current trends in the development afd¢hising are primarily
related to the use of information and communicatechnology, which has
experienced expansion on a global level, whileugg is still insufficiently
present in franchise systems in the less develepedomies. It is assumed that
ICT is used to a greater extent by the franchisataveloped countries for the
establishment of relations with franchisees, amditibensity of the use of ICT
in establishing a relationship with end users ghér in developed countries
than in Serbia and Croatia, for example. Also, oh¢he assumptions in the
paper is that the use of ICT by the franchisoressldeveloped economies is
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more focused on providing information to prospeztivanchisees and end
customers rather than on providing services anthess networking. The last
but not least, is the assumption that linking ftasees with the franchisor
through the website affects the number of givenndinése units and,

consequently, the development of the franchiseeryst The authors will try to
prove this assumptions by using methods of stegistinalysis. In relation to
these assumptions, the main research questionsthbaauthors will try to

answer in this paper are: first, what is the extenthich the use of ICT and the
Internet leads in franchise systems in developedkebhaeconomies such as
Australia, the U.S. and UK in comparation with undeveloped market
economies, such as Serbia and Croatia, and in whattls the biggest

difference when it comes to the use of modern teldgical solutions is

observed? Second, to what degree franchisors iratladyzed countries use
Internet technology to establish relationships vitdnchisees? Third, to what
extent ICT and Internet are used by franchisorsstablish a relationship with
the end users? Fourth, what kind of informationandhisors provide to
franchisees and end users in less developed cesmtrFifth, is there a
statistically significant relationship between thee of franchisors' website to
connect with franchisees and increase in the nuwiidfeanchise units?

Based on the analysis of using the ICT by the ssteftanchise systems in
Serbia, Croatia, Australia, U.S. and UK, authorl wy, in order to answer to
the research questions, to confirm the initial higpeis and obtain relevant
conclusions and implications for development of theory and practice of
franchising in Serbia, using the methods of contpagand statistical analysis.

The paper is structured in the way that the firsirt pindicates the
characteristics of franchising as a business maudelthe importance of modern
information and communication technologies in ftase systems worldwide. In
the second part of the paper, we analyze the ugTofind the Internet within
selected franchising systems in Serbia, Croatiatralia, U.S. and UK, and we
come to relevant results on the basis of comparainalysis. The third part of the
paper refers to the importance of using ICT fornaming participants in the
franchise systems and focuses on the correlatiatysis of the relationship
between the use of selected franchisors' webgites mentioned countries to
connect with franchisees and the number of givanchise units.

2. The Importance of Using the Modern Technology for the
Development of the Franchise Systems

In recent decades the number of franchises in tbddwhas increased
significantly, due to the fact that franchisinges# better financial results and a
greater chance of survival than alternative fornfiseotering the business
(Nijmeijer, et al., 2013). Franchising is a hightyandardized concept of
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collaboration that symbolically represents theldted suit made to measure
franchise owners* Quzovié, 2010). Franchising involves the transfer of an
existing successful business model to another compzpon paying the
appropriate fee (engl. royality). Franchisees mleviinancial compensation for
franchise and respects contractual business stisdad the franchisor in return
gives them business name and model. The largedierumh studies dealing with
franchising are conducted in the United Statelpaljh there is growing interest
in all developed countries across Europe. In Sethéae is still a relatively small
number of studies dealing with the topic of fraselg. Internationalization of
franchising systems in Serbia is not yet suffidiedeveloped or researched field,
despite the fact that franchising is one of theirmss forms that allows
significantly intensify expansion both on domestitd on international level in
relation to other business forms (Stefak@nd Stankow, 2013).

Franchising becomes one of the most popular metfurdsusiness growth,
especially if the goal is international expansiow ayrowth (Duckett, 2008).
Franchise business concept is most common in the W8ere a large number
of companies operate according to this system. rAlistis also one of the
countries in which the franchise is very populasibass model. The rate of
growth in the number of franchise units in Austalias 14% from 2002 to
2004. In fact, the Australian franchising sectors hree times as many
franchiseeper capitathan more mature franchise sector in the USA (Nées
and Frazer, 2006). Franchising is also very presefiurope. In the UK, the
number of franchise systems has a constant tendentycrease. During the
2002, 29 new franchises were developed and thé rtoraber of franchises
grew to 929. The total humber of franchise unitssviecreased by 4% as
compared to 2011, so in the 2012 there were 40hl@ness units (British
Franchise Association, 2013). Among all developtogntries, franchising is
the most developed in Hungary and from neighbocogntries in the Croatia.
In Hungary, there are about 400 franchise chairglewn Croatia currently
exist about 120 franchisors, one quarter of them @wmestic (Centar za
fransizing, Privredna komora Srbije, 2013). Theaftzise business model is still
developing in Serbia. There is a large number wdifm franchises operating in
Serbia, but the number of domestic franchise systerreases annually too.
The real expansion of a franchise concept in Sesbéxpected in the following
years. Awareness of the importance of a franchistes in Serbia is still much
lower than in developed countries. That is whysitnecessary to intensify
popularization of the franchising concept in Serlo@nsidering the number of
benefits that are achieved using this system (figrild see: Stefandviand
Stankowvt, 2013).

By entering the world of franchising, one gets m@istied business model
that should be applied, and tested model for ditrjgcustomers, advertising
methods and a stable market (Alpeza and Erceg,)2@l%o, in the case of
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franchising the risk is reduced than in startingraetependent business. There is
no need for market research, because the franch&®ralready done that.
Franchisor provides support to franchisees, buingetsome control over the
way they operate. In return, the franchisee paysatahisor an initial cost and
agreed fee for using the franchise (ibid). It canshid that the success of the
franchise systems largely depends on the franchiaochisees relationship.
Franchisor and franchisees need to work togethar taam for the purpose of
achieving common goals that are placed above itdatiinterests. Therefore,
factors such as trust, cooperation, commitment lagdity are crucial for a
good franchise relations.

The use of modern technology in franchise systesm$ great importance in
the contemporary global environment. This is oneneiv trends in the
development of franchising in Serbia and worldwidgertainly, franchise
concepts in developed countries accept innovatifaséer than franchise
systems in less developed countries. Accordingig,necessary to point out the
importance of the application of modern informatiand communication
technologies (ICT) in the development of franchisimd benefits that this type
of innovation can bring in the field of franchisingh order to assist the
development of franchising, it is necessary for (0Tbe affordable and easily
accessible, to save time and money, and to cresltee for customers and
franchisors (Rao and Frazer, 2005). It is very irtgot to include franchisees in
technological innovation and development, so thaindhisors can apply
innovative solutions truly successfully. When impénting ICT, it is always
the best to create a common process in which fisocland franchisees will
work together, not only to create, but also to enpknt some technological
solutions and to continue improving them.

The advantages provided by use of the Internet 2B EBusiness-to-
Business) market, whose integral part are franshiaee listed in numerous
studies, which will be discussed below. The besedite primarily related to
better communication with suppliers and franchiseternet is considered as a
new communication medium, as it enhances businassnanication through
the efficient and effective search and informagsichange (Zettelmeyer, 2000)
and improvement of connectivity and interactiviputa and Biren, 2001).
Electronic communication within the franchise syséewill provide all that is
necessary for franchisees that can be electropicklivered with small or
negligible costs in real time. For modern customtrs fact that the company
does not have a website, is as shocking as whgrg#tdo the cash register in the
store and realize that they can only pay in casangon and DeSmith, 2005).
Today, ICT offers a solution for all needs of madéusiness, from the online
advertising to the accounting and monitoring emgésy performance. There are
online services that help thousands of franchiseegengthen relationships with
customers and achieve real business results, suehreil marketing and online
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surveys or polls. Franchise deliver their advertjsinessages to target customers
who are on e-mail lists companies quickly, easiilg afficiently, combining the
simplicity of e-mail with the possibilities of thienternet. The research that
provides answers to the questions whether the Hismcknows what their
customers think about the latest offering produttether the level of provided
services is in accordance with customer expectaon so on, can be carried out
by using on-line survey (O’Brien, 2008).

Initially, the primary purpose of using the webditethe franchisor was to
promote the franchise system to potential franasgdartin, 1999). In recent
years, it is common for franchisors to adopt a duoatketing approach when
designing their websites (Love, 1998). Dual marigetapproach means that
franchisors try to establish communication withfrhisees, as well as with end
customers through Internet based technology. Irdtion is provided in real
time, for all members of the franchise system, uggtothe Internet. In this way,
franchisees are given the opportunity to share réxpees and to communicate
more effectively with each other about businesstafjies. For example, Planet
Smoothie franchisees communicate with other freses¥ over the Internet and
discuss in the so-called chat rooms (discussionchwlg achieved via the
Internet) on the issues that are the focus of thigrest (Love, 1998).

E-mail, chat rooms and web-based video conferenalligv to franchise
partners more options for easy documents and opniExchange, thereby
strengthening the relationship (Boyle and Alwitt999). In addition to
spreading information, Internet based technologylmaused for activities such
as marketing in real time, providing so-called "“whedge reservoir”,
coordination and conflict resolution within the richise systems (Vilchis,
2001). Monitoring and controlling franchisees hg franchisors are facilitated
by Internet based technologies. Using website gthems B2B (Business-to-
Business) and B2C (Business-to-Customer) relatipnghrough allowing
companies to use multimedia recordings about ptsdaied services, such as
video presentations about products and servicgnhation on websites can be
updated quickly and continuously and are alwayslada to consumers and
business partners (Biland, 2000).

Franchisor's website plays an important role in "ttreeruitment” of new
franchisee and becomes the main source of thegtigne and requests. Internet
enables franchisors to conduct on-line screeningcafdidates, potential
franchisees (Fisher and Mullin, 2000). In fact, welte may contains
information such as an overview of franchise progra franchisee's
experiences and details about opportunities thamcfrise provides. Some
franchisor's web sites contain information aboet ibquired initial capital that
potential franchisees have to invest, as well asdmount of the fee (engl.
royality). All this makes the Internet a valuablenamunication medium that
provides effectiveness to the franchisor in terifinding potential franchisees.
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The use of the Internet in the franchise systerables the franchisor to collect
franchisee's fees through electronic transfer ohewoor on-line credit card
payments. Websites may allow franchisees to puech@sline items for

marketing support, including promotional materialf) for technical support
and training, business uniforms, etc. (Rogersl. e2@07).

Direct marketing costs for a franchise system camdaguced by using the
Internet. Costs are reduced through the replacemienumerous brochures,
letters, and notes that members of the franchiselsemail or fax, while they
were not able to do it electronically. Franchisorigual brochure enables
reducing costs and increasing effectiveness (Firgnk2005). Electronic
brochure may contain director’s video messagesdatails about the franchise,
as well as virtual tours through existing franchusés. If well designed, virtual
brochure should provide prospective franchiseeshallnecessary information
to make good decisions about potential investmdaBtschure can ensure a
video experience of current franchisees and otin@ortant information about
key aspects of the business. In this way, we cantisat virtual brochure
enables spending a "virtual day" in the franchisstesn (ibid).

Nowadays, most websites contain detailed producdcrggions and
guidelines for users to locate franchise unitgsrvicinity more easily. On-line
access will improve consumer awareness about &ydart franchise concept,
which ultimately can lead to increased sales infthachise units. It can be
argued that on-line sales promotional activities gartially franchisor's efforts
to increase overall franchisee's sales. It is ingmirto mention that many
websites contain a feedback form through whicharusts can ask questions
and leave comments. In this manner, members offrrehise systems can
respond to their customers faster and provide bstiwice. Customer service is
no longer timed. The company may receive customeguestions or
requirements on-line and provide detailed answérhdurs a day. In addition,
customers can find out information about producis services on-line rather
than waiting for sales representatives. For exampbxleral Express gives
customers the ability to track their packages thotheir website. This online
service allows company's customers to obtain ateiméormation about where
their packages are and when they will be delivgkadcioni, et al., 2000).

Other advantages of the Internet for franchiseesystrelate to profitability,
reducing costs and increasing revenue. Many corapabénefit from using
Internet based technologies in terms of saving®merational tasks, such as
ordering, receiving, invoice tracking and paymeiuie to the integration effects
of electronic technology. Federal Express has amrexh that their on-line
services help companies saving between 4 and 6Giomilannually for
expenditures of monitoring (Gilbert, 2001). In adxh to reducing operating
costs, marketing communications costs can alsoifeetly reduced through
using the Internet as an important communicatiowliom. It can be used to
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generate revenue by increasing speed of delivgpioglucts to market and
reducing barriers to entry into the global markead and Frazer, 2005). Using
the Internet improves operational efficiency througutomated purchasing,
reducing errors and time to complete business ddimhs and increasing
flexibility and speed of response. Internet enaloi@®panies to manage their
supply chain efficiently, in an integrated manrtarough the development of
closer ties with their business partners, whichmately provides upgraded
response to demands of end customers (KothandaramhrWilson, 2001).

Electronic Data Interchange (EDI) and Electronicnéa Transfer (EFT)

improve supply chain management, which allows fasied more accurate
transactions (Griffith and Palmer, 1999).

The rapid growth in popularity of the Internet asnadium for an easier
getting to customers around the world, has ledhéofact that e-commerce has
become another important area of research in rgeams. Electronic commerce
can be defined as the electronicl exchange of imf¢ion, goods, services and
payments (Rogers, et al., 2007). This definitian be extended to creating and
maintaining relations through the web. Electromimmerce provides a range of
opportunities for franchise systems, but we showmldntion some of the
limitations. Primarily, consumers benefit in terofsincreased availability and
ease of access to information and opportunity ® m®ducts on-line and to
make purchasing decisions based on large-scalariafin quickly and easily.
Also, Internet sales have advantages over traditionterms of wider reach,
unlimited working hours and high degree of flextiil(Enders and Jelassi,
2000). Some authors point out that franchise systam especially suitable for
e-commerce due to the brand recognition. Franchisurst take into account
the environment in which they operate and fran@s'seillingness to cooperate
in the development of electronic commerce. The mposblematic aspects of
the relationship between franchise and e-commeamedegal implications of a
franchise business over the Internet (Gotsopo®0QQ; Trice, 2001). Like any
other company that operates in cyberspace, theHisen company must be
aware of the development of legislation that regglaelectronic commerce in
general, including legislation related to privaagpyright protection etc.
(Watson et al., 2002). However, the internatioralire of franchising puts this
business form in an unfavorable position compacedther business models
when it comes to online activities. For examplee thain reason that some
franchisors have a website is to provide informatiabout franchises that are
available, but at the same time they should tat@ aecount the differences in
legislation in this area in different countries gff@r and Mullin, 2000)By
selling products on-line, franchisors may disturbss-border competition laws
or may violate their own franchise agreements speet of territorial rights
(Floriani and Lindsey, 2001).he fact that the legislation related to electronic
commerce is still developing and that a large nundfdranchise agreements
were signed when the Internet was still in its mafg highlights this problem.
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It is emphasized that e-commerce can, theoretispgaking, eliminate the
need for franchising, considering that in this ¢amed customers can order
products and pay on-line instead of going to tharest franchise units (Plave
and Amolsch, 2000)f most of goods can be purchased online, the farethe
presence of goods in traditional franchise unité lva lower, and it will reduce
the attractiveness of franchising as a cost-effectvay of doing business.
Hereby, franchisees may feel aggrieved becausetfigsors may reduce sales in
traditional franchise units via e-commerce throtlghwebsite.

Sometimes franchisors provide so called "reverg fe franchisees in
exchange for the loss of revenue due to Interres darough the franchisor's
website, but it cannot always solve the problemx¢Di and Quinn, 2004).
Lower costs of on-line retailing compared to tradial retail would contribute
that companies expand their business quickly ansilyeavithout using
franchising as a business system. On the other, hlhad/ery nature of certain
products and services may contribute to the faat tihey cannot be sold on-
line, which speaks in favor of the franchise condcépd). There are four ways
for organizing on-line sales by franchisors (Plame Amolsch, 2000):

* Franchisor performs the entire on-line businesscafidcts all the profit,

» Franchisor performs the entire on-line business,shares the profit with
franchisees,

* Franchisor performs the entire on-line busines# whie responsibility of
the franchisee to fulfill orders and participatepnofit,

e Franchisee performs on-line business independeanly pays adequate
compensation to the franchisor.

If franchise companies want to remain competitive the market, the
website's presence becomes imperative. The framthigvebsites are quite
heterogeneous in terms of functionality and contemmne offer limited services
with content that is rarely updated, while others eharacterized by a high
degree of technical sophistication and provisioa efide range of services. It is
essential for franchisors and franchisees to @stahl presence on the Internet
in order to build and strengthen their brand, kegph mind that a brand is a
key element of the franchise (MSA Worldwide, 201Bjanchisor's websites
should provide updated information about produats services that may be of
importance to end customers, as well as to framebisThrough its website,
franchisor may attract potential franchisees bynfiiog out the possibility to
join the franchise. Often, francisor's web sitesitam information about
available products and services, discounts, spedfats, awards, and staff
information. Customers prefer updated web sites, especiallyrafchise
companies timely inform them about sales, new prtsland offer a wide range
of other useful information via websites. There apweral options for the
presence of franchise company through a websiteA(M®rldwide, 2011):
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e Franchisor develops its website on which are latalieks to the
franchisees' pages. For example, if a franchiseglssite is: www.davis.ca,
then the franchisee's website should be: www.daa/ft®ronto. For most
franchisors and franchisees, the best option i$ fitschisors centrally
develop and maintain websites for all of its looatibecause it provides the
best control over the format and content of thendhésee's website.
Through the development and maintenance of webddaesthe entire
system, franchisors and franchisees can be suredch website will have
a consistent look and brand consistency will beussts Websites will
include information about each location and frasebs will be able to
update their information periodically by forwardichganges to franchisors
who will then publish them on the website. Consisneill be able to
access the franchisee's website through the linkbefranchisor's website.
Franchisor may discourage franchisees from opethieig own websites in
an effort to preserve the uniformity of the bramd, it is crucial for the
franchise (Perrigot and Pénard, 2012). This method ensurdty @amd
control without leaving customers the dilemma wheittine franchisee is a
part of a larger integrated system. This also gitles franchisor a
significant advantage if the franchisee leavesfithiechise system, because
the franchisor will have the option to simply tuaff the franchisee's
website (Rogers and Bennett, 2005). One of thetivegaspects associated
with the development of websites by the franchisothat setting up and
maintaining the web site is quite expensive. Initald franchisees often
want to personalize and localize the content oir theb pages to a greater
extent than franchisor allows. Finally, due to #odume of changes on the
franchisee's web sites, franchisors will be ableneke changes to the web
site slower in relation to modification by eachnftaisee individually.

* Franchisees develop an independent websites wigprdific instructions
from franchisors. If franchisors do not providetinstions for setting up a
franchisees' web site, franchisees develop sepawvetesites for their
business. In some franchise systems, the lackitidtive by the franchisor
in creating websites, leads franchisees to indeg@hdstart to garner their
customers over the Internet. Websites developedrdnchisees' without
any franchisor's control are the least attractiptionm for franchisor for
several reasons. One reason is that such a preseribe web can make it
difficult for consumers and potential franchiseeg$ind franchisor's website
because browsers can direct individuals to fraeasiswebsites. Also, there
is the potential for dilution of the message, wdifferent content on the
franchisor's and franchisee's websitdf. franchisor is not careful,
independent franchisee's web sites may containrnration which is a
business secret. Also, the use of information albonsumers could cause
problems compromising privacy rights. Independeebwites may contain
inappropriate information (e.g. promotion competit@roducts) or links to
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auction websites and websites with discounts. Hnéhisees set up
information about prices of products or serviceshis own independent
website which are different than prices of othanthisees, there is a risk
that franchisees become competitive. Thus, indegr@ndebsites that are
developed without any guidelines and controls camiwblematic both for
franchisors and franchisees (Rogers and Benndl§)20

Franchisees develop their own websites, but on khsis of specific
guidelines and control of the franchisor. In thiaywmany problems of
independent websites are solved and there are af Ibenefits for both
franchisees and franchisdfowever, there may be some problems. Given
that the franchisor must supervise a number ofchisees' websites, there
are high costs of monitoring changes at every webdrersonalized
websites by franchisees, even with the use ofglestemplate, can still lead
to the violation of brand consistency (ibid).

Different technologies are being used increasifigiyfaster, more efficient

and more effective communication. The followinglsocan be used effectively to
improve business processes and to create a strénagehise system:on-line
meetings, Voice Over Internet Protocol (VolIP), Vat Private Networks (VPN),
discussion groups and forurfigridge, 2005), as well as corporate blogs.

On-line meetings. For franchisors, company's sicagspends on the
strength of their communication networks that catné¢hem with
franchisees. On-line meetings are a tool that cglp b save time and
money and to facilitate real-time communication lehénsuring complete
confidentiality of conversations and data transfBarticipants in the
franchising systems have access to various inteeatéatures and high-
quality audio and video recordings. Franchiseesrameasingly using this
technology to train employees. On-line training aedinars are powerful
tools that can provide a sense similar to faceat®fcommunication, with
lower costs and less travel. The so-called "weblhéfrom English words
web and seminars) are an effective tools, partitulfor a growing
franchise network with a large number of franchés@ehich operate in
different countries (Spindel, 2008). Internally g@uooed "webinar"
recordings can help provide information to franeks about changes,
operating procedures or adequate training.

Voice Over Internet Protocol (VolP). VoIP is a veagcepted tool that
allows companies to use the Internet connectiorestablishing telephone
call. VolP can effectively reduce maintenance angerating costs
associated with traditional phone lines (Bridged20

Virtual Private Networks (VPN). Many franchisorseushe Internet to
communicate with customers via secure intranet etrhnet networks in
order to share confidential information and to litatie the discussion
within the franchise system. Tools such as virfudate networks allow
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seamless connectivity between the franchisor anderotfranchising
participants, helping them to reduce costs. VPNblesafranchisees to share
information securely over the Internet and offéghtspeed data transfer. In
this way, it reduces the cost of connecting renusters, while at the same
time increases productivity (ibid).

* Discussion groups and forums. The most popular dorof on-line
communication, discussion forums and chat roomablenthe franchisor to
share ideas with franchisees and customers orlyabaesis, instead of doing
so only on annual conferences and seminars (ibid).

* Blogs. A blog is basically a website or on-line ioetboard that contains
messages so called "post”, related to a specific.tdCorporate blogs
provide companies the opportunity to communicatth wustomers in an
informal and easily accessible forum. Thereforan¢hisor should consider
using blogs to communicate with their franchiseesl &nd customers.
However, blogs must be updated frequently, at least a day or in two
days, and the franchisor should appoint a perssporesible for entering
these changes (Rogers and Bennett, 2005).

3. Comparative Analysis of Using ICT in the Franchise Systems in
Serbia and Croatia and in Developed Countries

Although franchising is a business model, whichedess the attention of
both academic and business communities, littlenatte has been paid to the
application of the Internet-based technologieshim franchise sector. For that
reason, this paper addresses the issue of usingai@TInternet in franchise
systems in developed and underdeveloped countifiesaim of this paper is to
analyze the use of ICT and the Internet in frareBigstems. Through websites,
franchisors provide information and connect wittthbpotential and existing
franchisees, as well as with end customers. Inteemsures companies to
overcome physical and geographical distance andpmortunity to increase
market and service opportunities in the franchiseta. In order to increase
competitiveness through the use of Internet baselthblogies, many franchise
organizations are opting for networking. For examn@ number of franchises
start to use e-commerce, customers and the fran@ris connected via an
intranet, there is an opportunity to interact withstomers and suppliers. The
research focuses on two main areas: how franchisorsmunicate with
prospective franchisees and how franchisors comratmiwith customers.
Accordingly, there are two groups of questions Wwh@re related to the
mentioned fields of our research. Given the faat the compare the use of ICT
and the Internet in developed and underdevelopaghtdes, the survey
included per 10 representative franchise systeam felected countries. On the
side of less developed countries, we chose fraacdystems from Serbia and
Croatia, and on the side of the developed couwntiie chose representative
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franchise systems from Australia, the USA and the Where the development
of franchising is on the highest level. We formathta detailed set of the
research questions. Possible answers to theseianpsestre: YES or NO.
Answers to these questions are based on the amalf/sielected franchising
companies' websites in Serbia, Croatia, Australiee USA and the UK.
Questions that have been in the focus of reseaechsafollows:

« Does the website provide information about frarmtgscompany?

« Does the website provide information that may beéntdrest for potential
franchisees?

* Does the website provide information about servibas franchisors provide
to franchisees?

« Does the website provide informations about empkaytnopportunities at the
franchisor's company?

« Does the website provide franchisees' experienusewommendations?

« Does the website provide information about fees eosts for potential
franchisees?

* Does the website provide conditions that potefr@achisees have to fulfill?

* Does the prospective franchisee can send on-lineest for additional
information about the franchise?

* Does the website provide detailed information almoducts and services
offered by the franchisor's company?

e Can customers order on-line products / servicetheidranchisor's website?

e Can users pay on-line for ordered products / sesvida the franchisor's
website?

* Does the website provide information about fraredsSlocations?

* Does the website provide links to individual welggs or sites that provide
detailed information about the franchisees?

* Is there a possibility of connecting franchisorsl d&ranchisees through the
website?

« Are there any forms of on-line promotion on the pamy's website
(coupons, discounts, gifts)?

< Are there an interactive page for customers onctirapany's website (eg,
chat rooms, games, etc.)?

The survey was conducted from September to theoémkecember of the
year 2013. The aim of this study is to perform mprehensive on-line analysis
of franchising companies' websites, instead of imglyon interviewing
franchisors about their use of ICT and Internehiedogies. This is because
franchisors tend to argue that, for example, thebke electronic commerce via
their website, but in fact they only provide infation about products that can
be purchased in franchise units, which is certamdy the same and does not
provide objective information. For the purpose omparative analysis of using
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the ICT and the Internet by the franchising systemSerbia and worldwide, it
was necessary to start from the representative mramof the franchise
systems. As examples, we selected ten franchigemgsrom the USA, UK,
Australia, Croatia and Serbia (Table 1 and Table 2)

Table 1 Summary of Representative Examples of Frahise Systems
in Serbia and Croatia

SERBIA CROATIA
Franchise | Core business Number ¢fFranchise Core business Number
system's franchise | system's franchise
name units name units
Arcus Selling massage 9 | Body Center for 3
Health chairs Creator slimming and
Club reshaping the
female figure
Adore Producing and 3 | Experience Producing and 2
Chocolat selling sweets selling perfumes
Rakia bar Unique bar 4 | Funny Chips| Unique fast food 11
concept concept
Dve smizle [ Selling fashion 39 | Surfer Fast food 3
jewelry restaurant
Battery Servicing and 3 | Centar Implementation of 14
Centar selling batteries energije energy efficiency
and through use of
accumulators renewable energy
MEGA Metal 21| Centar Center of Chinese 1
processing and Mihaela Medicine
manufacturing
decorative items
AMC Design and 12 | Rubelj Grill Restaurant 1
Afrodita production of
clothing
Doming Selling 12 | Skandal Creating and 3
installation fashion producing unique
equipment for fashion products
heating,
plumbing,
ventilation etc.
Kontiki Travel agency 4 San Coffee Shop 2
Francisco
Coffee
House
FI Fly travell Travel agency 11 Lens optika| Optical store

Source Official websites of selected companies

Note: Authors selected franchising companies as reptathem examples from selected

countries
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Table 2 Summary of Representative Examples of ther&nchise Systems
in Australia, the U.S. and UK

AUSTRALIA USA UK
Franchise| Core Number | Franchise| Core Number Franchise| Core Number
system't | business| of system's | business| of system's | business | of
hame franchis | name franchise | name franchise
e units units units
Bakers | Bakery 700]| All Selling 202 | Costa Coffee 1900
Delight Battery of Coffee shop
Center batteries
Donut Bakery 320 | Fit Body | Fitness 44 | Rosemary| Club for 170
King and Boot center Conley fithess
coffee Camp and gym and diet
shop
Healthy | Healthy 28 | Forever Producing 34 | Chemex | Selling 200
Habits | food Yogurt and sellin hygienic
producti yogurt products
on
Oporto | Restaur 140 | Office1 | Selling 500 | Domino’s| Fast foo 9350
ant Superstor¢ office restaurant
material
and
furniture
Fernwood | Fitness 70 McDonald: | Fast foo 27074 | Body Selling 1500
Fitness | center restauran Shop natural
and gym products
for skin
and
beauty
Step Fitness 164 | Dunkin' Bakery 10700 | Clarks Selling 550
into life | center Donuts and footwear
and gym coffee
shop
Cartridge | Selling 154 | KFC Fast foo 4199 | Candy Producing 30
World toner restauran Creations| and sellin
cartridge sweets
Cafe2u | Mobile 200 | Anytime | Fitness 2100 | Global Travel 500
coffee Fitness center travel agency
industry and gym group
Optus Provider 295 | Cruise Travel 116 | Shake Milkshake 200
of ICT Holidays | agency away bar
services
Mad Restaurat 37 | Burger Fast foo| 10144 | Perfect Fast foo 55
Mex King restauran pizza restaurant

Source Official websites of selected companies

Note: Authors selected franchising companies as reptathem examples from selected
countries
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Based on analysis of the companies' websites iectsel countries, we
compiled the answers to the above questions (YESI@). Answers to the
questions are coded so that, if the answer to tlestpn is YES, it is marked
with 1, and if the answer is NO, it is marked withResults are summarized by
countries in tables 3 and 4. Table 3 shows theofisSeanchisors' websites for
connecting with existing and potential franchisebsble 4 shows the use of
franchisors' websites for establishing a relatigmstvith end customers.
Comprehensive analysis of the obtained data shoatsdenerally speaking, the
use of IT and the Internet in the development af¢hise systems in Serbia and
Croatia in almost all aspects of their use lagsifuklhe developed market
economies (USA, Australia, and UK).

Analysis of data about using franchisors' websfiws connecting with
existing and potential franchisees shows that comegawebsites from Serbia
and Croatia are mainly for information purpos&pecifically, almost all
companies in Serbia and Croatia have on their webgiformation about the
franchisor (100% of the companies), informatiort twe relevant for potential
franchisees (80% and 70% of the surveyed comparstmspectively), and
information about services provided by the franchi§80% or 100% of
companies surveyed, retrospectively). Only one @mgdrom Serbia (Fly Fly
Travel) provides insight into the experiences abtxg franchisees on its web
site in addition to information that may be of im@mce for potential
franchisees. In Croatia, none of the analyzed coiepadoes not set the
experience of its existing franchisees on web €hie.the other hand, 90% of
companies in Australia, 70% of companies in the WBA 50% of the analyzed
franchise companies in the UK has set the expegiehexisting franchisees on
their web sites, in order to attract and help pidériranchisees to decide to
enter into a franchise system.

When it comes to information about fees and castpdtential franchisees,
the most of franchisors from analyzed developedkeatagconomies have these
informations on their web sites, but these infororatack on web sites of the
most companies from Serbia and Crodtiaarly all analyzed franchise systems
from the USA, Australia and the UK have on theitbvgite information about
conditions that franchisees must fulfill in order become the part of the
franchising system. On the other hand, the pergentd companies in Serbia
and Croatia which believes that this informationofsimportance, is much
smaller. Four out of ten of the analyzed compahiesh Serbia and Croatia
provide an opportunity for potential franchiseessend on-line request for
additional information to the franchisor, while alhalyzed companies in the
U.S., Australia and the UK offer this optidn.this manner, it is much easier for
future franchisees to establish communication armjuige additional
information about franchise system. Companies irbi8eand Croatia do not
offer links to individual franchisees' web pagksAustralia, the percentage of
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companies which have links to the franchisee's pagetheir web sites is 10%,
in the United Kingdom it is 20%, while in the USAis 60%.0Of particular
importance is the issue related to the ability emrect franchisees with the
franchisor through the web site. Only three compam@ut of ten from Serbia
and only one out of ten analyzed companies fronattamffer this serviceOn
the other hand, companies from developed courgrigshasize the necessity of
increasing interaction and on-line communicationwieen members of the
franchise systemrhus, 60% of analyzed companies from Australia, 5%
analyzed companies from the UK and 90% of analyzmdpanies from the
United States provide the ability to connect fraseh with the franchisor
through websiteBased on the foregoing, it can be concluded thatude of
Internet technology for establishing relationshipstween franchisees and
franchisors is more presented in developed cowntriempared to Serbia and
Croatia, which is consistent with the initial asqtions of this study.

Table 3 The Use of Franchisors' Websites for Connéng with Existing
and Potential franchisees

Serbia | Croatia | Australia | USA UK

Information about franchisors | 100% 100% 100% 100% 100%
Information important for 80% 70% 100% 100% 100%
potential franchisees

Informations about services 80% 100% 100% 100% 100%b
provided by the franchisor

Franchisees’ experiences and | 10% 0% 90% 70% 50%
recommendations

Information about fees and 40% 20% 90% 100% 60%
costs for potential franchisees

Conditions that are necessary | 50% 30% 100% 100% 90%

to fulfill by the potential
franchisees

Possibility of franchisee to 40% 40% 100% 100% 100%
send on-line request for
additional information

Links to individual web pages | 0% 0% 10% 60% 20%
or websites that provide
detailed information about
franchisees

Connection between 30% 10% 60% 90% 50%
franchisees and franchisor via

Source:Our own calculations based on analysis of franehisiompanies' websites in the
selected countries
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In addition to establishing relationships with putal and existing
customers, franchisors communicate with end custetieough their website.
All of analyzed franchise companies in selectednbooes post informations
about products and services on their websifdso, almost all franchisors
indicate franchisees' location to end customersutn their websites, so that
end customers can easily find a franchise unithm teighborhood. Half of
analyzed companies in Serbia provide informationouabemployment
opportunities at the franchisor's company on thabsite, while only two out
of ten of analyzed companies in Croatia providse thformation.The most of
companies in the developed market economies eniloleiduals to be
informed about employment opportunities through frenchisor's website
(90% of the companies in Australia and the Unitedtes, and 80% of the
companies in the UKWarious on-line forms of promotions, such as cowon
discounts and gifts are available at most of friselompanies' websites in all
analyzed countries. However, franchisors from $eebid Croatia do not set
interactive content for customers on their websites

A relatively small percentage of franchise compsimeall analyzed countries
perform e-commerce via their website. This is bseathey believe that e-
commerce via franchisor's website may directly gdjze the sale in franchise
units.So, in order to avoid conflicts of interest, mdnart a half of the companies
decide only to provide detailed information abowbducts and services and
franchisees' locations through the website, andirect customers to purchase
products in the nearest franchise unit. Only 40%hef companies from Serbia
and 30% of the companies in Croatia offer the jpdggiof on-line ordering of
products/services via franchisor's website. Peagenof analyzed companies that
offer the possibility of on-line payment for ordéneroducts and services through
websites is even lower (30% of analyzed companges Serbia and only 10% of
analyzed companies from Croati@n the other hand, only three out of ten
analyzed companies from Australia, and five oueafanalyzed companies from
the UK allow customers to order and pay for ordgyemtiucts and services on-
line. As for the USA, 50% of analyzed companies have @tiom of on-line
ordering, and 40% of analyzed companies have aoropt on-line payments for
products and services ordered through franchis@tssite. Therefore, the use of
Internet technology for establishing a relationshgh end customers is more
presented in franchise systems in developed cegrtian in Serbia and Croatia.
Based on the overall analysis of the use of framls websites, in order to
establish relationships with existing and poterft@hchisees, as well as the end
customers, it can be concluded that the use ofnietdechnology in Serbia and
Croatia by franchisors is more focused on providinfprmation to future
franchisees and end customers than on providingcesr and connectivity.
Therefore, it is necessary to improve franchisepamies' websites in Serbia and
Croatia, in order to establish better communicaaod interaction with actors
that are important for the success of the entiedhnise concept.
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Table 4 The Use of Franchisors' Websites for Estaishing a Relationship
with end customers

Serbia | Croatia Australia USA UK

Information about 50% 20% 90% 90% | 80%
employment opportunities at
the franchisor’'s company

Informationsabout products | 100% | 100% 100% 100% | 100%
and services offered by the
franchisor

On-line ordering of products | 40% 30% 30% 50% | 50%
/ services via the franchisor's
website

On-line payment for ordered | 30% 10% 30% 40% | 50%
products / services via the
franchisor's website

Information about 100% | 100% 100% 100% | 80%
franchisees’ locations
On-line forms of promotion 70% 50% 70% 70% | 80%

on the franchisor’'s website
(coupons, discounts, gifts)

Interactive pages for 0% 0% 50% 40% | 30%
customers on franchisor’s
website (chat rooms, games)

Source: Our own calculations based on the analysis of thmpany's website in
selected countries

4. Methodology, Results and Discussion of Research Results

A large number of world famous franchise systengstheir website, among
other things, for connecting participants in orteprovide faster exchange of
relevant information and improving communicationvien franchisors and
franchisees. In fact, the web presence allows hiaeccompanies to improve
interaction within the franchise system througheinet technology such as
intranet and extranetintranet uses web architecture on private corporate
networks or on password-protected public netwoEkgranet also uses web
architecture on private or password-protected putditwork, but may include
support for dial-up access, both for internal staf well as close partners.
Intranet and extranet are attractive for both fhesmrs and franchisees, because
they do not require great expendemnchisees will be required to invest only in
computer (which they already may have for otheir®ss requirements) and to
pay monthly Internet access. In this way, franahisan provide better
communication with franchisees and improve contbleach franchise unit
(Dickey and Ives, 2000)in this sense, intranet and extranet can become a
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"lifeblood” of the franchise systems (Kennedy, 2D0khere are many benefits
of using intranet and extranet, including commuiiica with franchisees,

collecting financial information from franchiseesjbmitting monthly reports,

providing on-line training and support, etc. It nag required from franchisees
to pay reasonable compensation for the creatiomter@ance and support of
network for participants connecting in the franehisystem (Rogers and
Bennett, 2005).

Table 5 Proportion of Franchise Units that Use th&Vebsite
for Connecting Franchisors and Franchisees by Counes

Country | The total The number of The percentage of
number of franchising units that franchising units, which
franchise allow connection between| enable connecting
units in all franchisors and franchisors and
analyzed franchisees through the | franchisees through the
companies in | website website
country

Serbia 118 36 30,51%

Croatia 52 14 26,92%

Australia | 2108 850 40,37%

USA 55113 55070 99,92%

UK 14455 11770 81,42%

Source:Authors’ own calculations

Having in mind that the use of modern ICT and thiernet has positive
effects on the development of franchising, we aredywhether there is a
connection between the franchisors and franchigeesebsite, and the number
of given franchisesAccording to official data from companies' websitasd
by direct contact by phone and mail for franchisenpanies in Serbia), we
determined the number of franchise units of eacmpamy in selected
countries. Then we found the total number of fréselunits of all of the
companies in different countries. Based on the alamalysis, we determined
which of the analyzed companies provide the pagsilaf on-line linking the
participants in franchise systems via websii¢e counted the number of
franchise units and the percentage of the totalbaunoef franchise units that
allow franchisors and franchisees to connect thmotlge website. In this
manner, we get two variables: the percentage useebfite for connecting
franchisors and franchisees, as independent variadthd the number of
franchise units, as the dependent variable. Baseth® data, we see that a
relatively small number of franchise units in Sarbnd Croatia has the option
of on-line linking: 30.51% and 26.92% of the observfranchised units,
respectively.In Australia, there is still a relatively small nbar of franchise
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units among which exists a on-line linking, only.3@% of the analyzed
franchise units. In the UK, even 81.42% of franehmnits of surveyed
companies have the ability to connect via franatdiswebsite. The use of
franchisor's website for connecting with franchsség most common in the
USA, where 99.92% of franchise units are intercotecton-line (Table 5).

We started from the hypothesis that the increasesofg the website for
connecting franchisors and franchisees cause isergathe number of given
franchises, and that there is a positive corrataietween these variables. As
already mentioned, the observed variables arepehsentage use of website for
connecting franchisors and franchisees, as thepemtent variable, and the
number of franchise units in analyzed countrieghasdependent variable. We
used SPSS statistical software for analysis, asulteeare shown in Table 6.

Table 6 Correlation Analysis

The percentage of The number of
franchising units, franchising
which enable units
connecting
franchisors and
franchisees through
the website
The percentage| Pearson's 1 0,893*
of franchising correlation
units, which coefficient 0,041
enable Significance (two-
connecting tailed)
franchisors
and franchisees
through the 5 5
website N
The number of | Pearson's 0,893* 1
franchising correlation
units coefficient 0,041
Significance (two-
tailed)
5 5
N

* Correlation is significant at the 0.05 level (tuailed)
Source Authors’ own calculations using the SPSS
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Results of correlation analysis showed that theetation coefficient is: r =
0.893, = 0.7, and it can be concluded that there is angtpwmsitive correlation
between the use of the website for connecting thechisor and franchisees
and the number of franchise unifswe compare value t = 3.437, with the value
in T-table, that indicates that90.05. Correlation is significant on 0.05 level
(p<0.05). Therefore, we can conclude that there idatisgcally significant
strong positive correlation between the use of website for connecting
franchisors and franchisees and the number of fiigaaanits.This means that
the increase in the use of the website for connggiarticipants in a franchise
system will increase the number of franchise uimitBanchise concept. It can
be concluded that less use of modern technologyttamthternet in developing
countries, such as Serbia and Croatia, affectsstower development of
franchising and slower expansion of the networlkirahchised units than in
developed countries where the use of ICT and ttegriet is at a much higher
level, which prove starting assumption of the study

5. Conclusions

Franchising systems increasingly gain importanceoim country and
worldwide. The use of modern technology and theerht is of crucial
significance for the further course of developmeifranchise concepts. Using
Internet based technology for connecting partidipan franchising systems
aim to increase the efficiency within the entirsteyn. The paper points out the
importance of using websites for establishing rehaships with both existing
and potential franchisees, as well as the end oest® Based on a comparative
analysis of using the ICT in selected franchisdesys in five countries: Serbia,
Croatia, Australia, United States and United King¢gowe reach relevant
conclusions. Generally, the use of modern techiyotogl the Internet is much
lower in the franchise systems in Serbia and Caddtan in developed market
economiesSpecifically, websites of franchise companies irbeand Croatia
are more focused on providing information to prasipe franchisees and end
customers than to provide services and connecti@ty the other hand, ICT
and the Internet are being more used to establisklaionship with end
customers in developed market economies than irbiggeand Croatia.
Correlation analysis showed a statistically sigmaifit strong positive correlation
between using the website to connect franchisorframthisees and the number
of franchise units. Therefore, the paper proves thea increase of using the
website for connecting the participants in a fragehsystem increases the
number of franchise units in system.

While most franchisors, in our country and abrohdye a number of
benefits from using the ICT and the Internet, thaeestill a lot of areas that can
be exploited more efficiently. Further researchustide focused on developing
franchisor's on-line strategies and identifying sraywhich these strategies can
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affect their relationship with franchisees and endtomersFacebook, Twitter
and Linkedln are becoming important marketing tofds companies on a
national and international level. Further reseanay be focused on intensity of
using Facebook, Twitter and LinkedIn by franchistrpromote the franchise
concept, as well as the possibility of developiran€hisor's own applications.
One of the issues to be addressed in the fututeeisise of a Webinar in order
to better communicate within the franchise systamd with end customers.
Further researches can be focused on the inteofsitging blogs and VolP by
the franchisor. One of the biggest challengesHerftanchisor is harmonization
with financial reporting requirements. In recentasgg on-line accounting
applications have provided a solution to this peabl and the future research
could be devoted to the analysis of using thesdicapjpons in Serbia and
globally. These Internet-based applications prowige franchisor' access to
franchisee's accounting data in real time. Basetth@se applications, franchisor
receives all relevant information for his busindsst he can also use them to
direct franchisees how to better focus on the fildnmanagement in their
franchise business.

This study provides an overview and analysis ofdtteial state of usage the
ICT and the Internet in selected franchise systdrased on analysis of their
websites, instead of relying on interviewing fraisoins about how franchise
systems operate on-line. The main limitation of thiudy is that research of
franchisor's websites provides a snapshot of tluatsin at the moment (for a
given time frame).Websites change on a daily basis, and accordingly,
information on web sites are continually updatedve@ the fact that
franchising is a very popular business model, nendhises are created and a
large number of franchise units arise every dayth&tsame time, a number of
franchise units cease to operate, so the dataconuimber of franchise units are
subject to constant change, which is still onéheflimitation of this study..
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ULOGA INFORMACIONO-KOMUNIKACIONIH TEHNOLOGIJA
I INTERNETA U RAZVOJU FRANSIZNIH SISTEMA

Apstrakt: Fransizing je poslovni format koji u savremenim uslovima
poslovanja postaje globalni fenomen. Fransizni sistemi intenzivno koriste
savremenu informacionu i komunikacionu tehnologiju (ICT) ¢ime unapreduju
komunikaciju izmedu davaoca i korisnika fransize i obezbeduju interakciju sa
krajnjim korisnicima. Cilj istrazivanja je da se na osnovu komparativne
analize koriséenja ICT 1 Interneta u razvijenim 1 manje razvijenim
ekonomijama ukaze na znacaj upotrebe savremene tehnologije u fransiznim
sistemima na globalnom nivou i1 na potrebu intenzivnijeg koriséenja ICT u
naso] zemlji 1 zemljama u okruzenju. Istrazivanje je izvrseno putem
sveobuhvatne on-lajn analize veb-sajtova fransiznih kompanija davaoca
fransize. U radu se analizira da li postoji veza izmedu povezivanja davaoca 1
korisnika fransize preko veb-sajta i broja datih fransiza. Korelaciona analiza
je pokazala da postoji statisticki znacajna jaka pozitivna korelacija izmedu
upotrebe veb-sajta za povezivanje korisnika 1 davaoca fransize i1 broja
fransiznih jedinica u fransiznom sistemu. Moze se zakljuciti da manja
upotreba savremene tehnologije i Interneta u nedovoljno razvijenim zemljama
utice na sporije sirenje mreze fransiznih jedinica, nego u razvijenim zemljama
u kojima je upotreba ICT i Interneta na mnogo visem nivou.

Kljuéne reéi: fransizing, informaciono komunikaciona tehnologija (ICT), veb-
sajt, Internet, fransizne jedinice



