Aftican Customary and Religious Law Review (ACARELAR) 6 (2025)

FRANCHISING AS A CATALYST FOR ECONOMIC DEVELOPMENT AND JOB CREATION IN
NIGERIA *

Abstract

Franchising has emerged as a viable strategy for business expansion and the widespread distribution of goods and
services, gaining widespread acceptance globally, including in Nigeria. Prior to the advent of franchising, consumers
often traveled extensively to access renowned products, brands, and quality services. However, with the rise of
franchising, globalization has enabled the expansion of esteemed brands, making them readily accessible to people in
their local communities. It has also addressed the issue of unemployment amongst the youth, which is the country’s
large population. This study utilized doctrinal methodology and accordingly gathered data from primary such as
statutes and case law as well as from secondary sources which include journal articles, books and internet sources. It
was found that there is no specific franchise law in Nigeria but there are various laws and institutions that impact on
franchising such as intellectual property laws, investment promotion laws, and financial regulations. It was also found
that franchising is a driver for job creation and employment in Nigeria. The study recommended that government should
enact and enforce a robust legal and regulatory framework specific to franchising. This will provide clarity, protect
stakeholders, and promote best practices, thereby enhancing investor confidence and sectoral growth. It was further
suggested that financial institutions should develop franchise-specific lending products and collaborate with
development banks to provide affordable credit facilities to prospective franchisees. This will lower entry barriers and
support the expansion of SMEs within the franchise sector.
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1. Introduction

For any business to thrive and remain competitive, there is a need to foster strategic partnerships with one another. This
entrepreneurial collaboration can take various forms, including licensing agreements, joint ventures, contracting, and
franchising. The aim is to ultimately drive the business to growth and success. The practice of franchising started in the
middle of the eighteenth century in the United States of America, where the company of singer sewing machines wanted
to market their products throughout the country. Since the 1950s, various other companies including McDonald’s,
Burgers King, Coca-Cola, Pizza Hut and Holiday have leveraged franchising to expand their operations.! The word
“franchise’ originated from a French word ‘franchise’, which means free to work for something. In English, the word
“franchise’ is used to express freedom from any prohibition, permission or privilege. However, franchise business in
law means the contract between one party called the franchisor and the other party called the franchisee, where the
franchisor grants the franchisee the right to operate his business in exchange for the payment of fees and royalties to the
franchisor.

Franchising has helped several companies to swiftly expand the frontiers of their businesses both nationally and
internationally without putting in so much capital and also altering the brand identity and business values. Franchising
has become increasingly popular in recent decades as a means for business involvement across various activities and it
is now widely utilized in sectors such as restaurants, tax preparation, specialty food retailing, stationeries etc.>
Franchising is an organisational design used by the entrepreneurs to establish a contractual agreement which usually
gives them an advantage in a competitive market. It is also seen as a powerful business tool used in the distribution of
goods and services and in expansion of business. It has been observed that franchise business creates several job
opportunities for the franchise owners and as noted earlier, franchise business has emerged as a potent and significant
strategic pathway to international expansion. Franchise business in Nigeria transcends beyond retail and restaurants,
downstream oil and gas, telecommunication, financial banking, hotel and accommodation, information technology etc.

Franchise allows the franchisor to develop a business model or brand and grant the right to the business model to the
franchisee or firm to operate an independent business model using a well established brand instead of running the risk
of opening a new business with the risk associated with it. This Franchise business model unites local entrepreneurs,
brands, employees and communities to generate value, distribute wealth and enhance economic productivity. It offers
individuals the opportunity to enter a proven business system and acquire wealth-generating assets, thereby creating
employment opportunities and serving as a significant source of vocational training within the economy. It has also
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become a crucial tool for promoting entrepreneurship and enhancing the productivity of Small and Medium Enterprises
(SMEs) around the globe.

In Nigeria, franchise business started very well around 2003 when Mr Bigg’s granted franchise licenses to interested
business men. Other food service sectors have also granted franchise opportunities to Nigeria entrepreneurs, which has
contributed to economic growth and rapid industrial expansion. As a result of the emergence of franchised business in
Nigeria, $25 billion revenue has been generated with $100 billion potential revenue to be generated annually. As
evidence of the industry’s proven potential, it was reported that the International Finance Corporation (IFC) invested
$28.5 million between 2010 and 2011 in two of the country’s franchised quick service restaurants known as Food
Concept PLC and Tantalizers.?

There is no doubt that any business with long-term potential often begins on a modest scale, gradually evolving into a
larger and more successful entity. The ultimate goal of such businesses is to achieve expansion in the geographic
coverage, productivity, efficiency, and profitability. Franchising is seen as a potent driver for economic growth and job
creation, which tackles the issue of unemployment and allows entrepreneurs to operate their businesses under
established brands.

2. Conceptual Clarification

Franchising

Several authors have explained franchised business in their own understanding. According to International Franchise
Association (IFA), Franchise operation is a contractual relationship between the franchisor and franchisee, wherein the
franchisor maintains a continuing interest in the business of the franchisee and in training of the franchisee’s workers
while the franchisee on the other hand, pays royalty to the franchisor and operate the franchised business in the trade
name, format and procedure owned and controlled by the franchisor. * Heynert in describing the word franchising states:
Franchising is a contractually governed form of commercial co-operation between independent undertakings, whereby
one party, the franchisor, gives one or more parties, the franchisees, the right to use his trade name or mark and other
distinguishing features, in the sale of products or of services. The sale takes place on the basis of an exclusive marketing
concept (system or formula) developed by the franchisor; in return the franchisor receives royalties. The use of those
rights by the franchisee is supervised by the franchisor in order to ensure uniform presentation to the public and uniform
quality of the goods and services.’

The Nigerian International Franchise Association defined Franchising as a business arrangement where the franchisor
grants the franchise operator (the "franchisee") the right to distribute certain products or services in a particular way, at
a particular location, and for specified periods of time and in return, the franchisee pays the franchisor fees and royalties.®
Franchising in the views of Holyoak and Torrenman is a business situation where a franchisee pays a Franchisor for the
use of his name, reputation and get-up, the exploitation of which will normally remain under the franchisor’s control
and supervision.’

From the definition of franchising, one can glean the fact that the franchisor gives his intellectual property rights to the
franchise for business purposes; the franchisor has a measure of control over the franchisee and the franchisor gives
continuous assistance and his technical knowledge to the franchisee and the payment of royalty (franchise fee) by the
franchisee to the franchisor. Franchising is a major contributor to the growth of economies of most developed countries
of the world. The international franchise Association believes that as many as 750,000 franchise businesses operate in
the USA and employ about 15 million Americans. In the year 2008, it was observed that over $1.5 trillion retail sales
are franchise business and the figures are growing on a yearly basis as it expands economies of developed countries like
the USA®

Economic Development

Economic development is a transformative process that repositions an economy for sustained growth, yielding long-
term benefits. It encompasses improving fundamental development indicators such as unemployment rates, literacy, life
expectancy, and poverty levels. Achieving this requires institutional reforms, shifts in industrial structures, and changes
in the educational, occupational, social, and cultural landscape of a nation.” Economic development is driven by long-
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term investments in innovation, knowledge transfer, and infrastructure. It demands continuous quality improvements
and the creation of new ideas. A crucial factor in realizing economic development is the presence of innovative
entrepreneurs who focus on introducing high-value goods and services, enabling them to compete globally'® Nigeria's
economy which has been dependent on oil, is currently undergoing a transformative diversification process. Franchising
is seen as a strategic catalyst for economic growth, fostering the development of local businesses and generating
employment opportunities. There is a need for the government to support entrepreneurship which will harmonise with
the franchise business model in order to create a conducive environment for expansion and investment

Employment

There is employment where there are more jobs than the working population. It is not that everybody in the labour force
is gainfully employed, rather the number of unfilled vacancies commensurate with the number of persons who are
unemployed. Employment does not mean that everyone in the labour force is employed rather where the number of job
vacancies is commensurate with persons who are ready to work.!! A condition of full employment can exist in a society
where the number of the unfilled vacancies is equal to the number of people who are out of work. According to Michael
Olayinka, the former Executive Secretary of Nigeria International Franchise Association (NIFA), Franchising has
become a globally accepted business model for small and medium enterprises development in most economies. '

3. Franchising as a Tool for Economic Development and Job Creation in Nigeria

Nigeria, as the most populous nation in Africa has the potential to create an economic boom through franchising, with the
teeming population made primarily of youths with inherent enterprise and entrepreneurial spirit, the future of franchising in
Nigeria is very bright. Some of the franchising sectors where franchising has grown exponentially are food, beverage, retail,
network marketing, sports betting, health and beauty and other services.'3 The economy of Nigeria currently hangs in the
balance, despite introducing major reforms in 2023 to tackle deep seated issues, the results have been underwhelming. Key
policies like removing fuel subsidies and liberalizing the foreign exchange market have left average Nigerians feeling
disillusioned. The ongoing naira decline and soaring prices, especially for essentials like food and fuel, are eroding purchasing
power and worsening the cost-of-living crisis. The naira's depreciation in 2024 significantly impacted Nigeria's economic
ranking, dropping it to fourth in Africa, behind South Africa, Egypt, and Algeria.'* Nigeria's government debt has surpassed
$100 billion, with debt servicing costs skyrocketing to N16.3 trillion in the 2025 budget, doubling from N8 trillion in 2024
and the savings from subsidy removal are being channeled to debt servicing. '3

However, despite the above concern, Nigeria still provides a promising environment for franchising due to its growing
consumer class, government policies and expanding global market opportunities which enable franchises to expand their
market operations.'Franchising, as it is taking root in Nigeria, offers exciting opportunities and fosters economic growth by
uniting local entrepreneurs, brands, employees, and communities. It provides opportunities for individuals to tap into proven
business models, generate wealth, and create jobs, ultimately boost productivity and serve the society. Franchising has attracted
the attention of international investors and foreign franchise brands and has thrived well in the country.'” It has equally gained
popularity among entrepreneurs and investors, offering a lower-risk pathway for business expansion and employment
generation compared to independent start-ups. Research has shown that franchising encourages small and medium enterprises
(SMEs) to grow, which is crucial to employment landscape in Nigeria'® Franchising as stated above creates massive job
opportunities due to its labour intensive nature, as seen in sectors like quick-service restaurants, retail, and logistics. Globally,
the franchise sector employs millions, while in Nigeria, SMEs (including franchisees) generate 60 million. Franchising helps
SME:s scale their operations, expand their distribution networks, and increase profitability, all of which contribute to broader
economic growth."”

Franchising facilitates skill transfer and innovation, as seen with international brands like Total and Coca-Cola, operating in
Nigeria since the 1960s, and local franchises like 9mobile, which entered in 2008. These brands have shared technical
expertise, best practices, and innovative approaches, boosting local capacity.?’ Each franchise unit can generate both direct
and indirect jobs and with the way franchising companies are operating in Nigeria, it is projected to create 5 million Jobs in
2025, particularly for the youth labour force, where unemployment exceeds 40%.2! Franchising also helps the young
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entrepreneurs by providing access to financing, training and established brands. for instance, sport betting franchises, which
capitalize on Nigeria.

Having seen the potential of franchising, the Nigerian government and various stakeholders are working hard to promote
franchising as a tool for SME development and economic diversification. Some of its initiatives include capacity building
workshops, regulatory reforms and efforts to attract both local and foreign investment into the franchise sector. Despite its
benefits, franchising in Nigeria faces several hurdles:
1. Many entrepreneurs still lack knowledge about franchising and its advantages over starting independent businesses.??
2. There is absence of a comprehensive legal framework and it has hindered the sector’s growth, though recent
legislative efforts aim to address this.??
3. Some SMEs still struggle with obtaining affordable financing despite the lower risk associated with franchises.?*
4. We still have the issue of Poor roads, unreliable power supply, and other infrastructural challenges that can impede
franchise operations and expansion.?’

For franchise sector to grow and thrive ultimately in Nigeria, the government can unlock the full potential of franchising
system by taking the following actions:

Enact a robust legal and regulatory framework to protect the stakeholders and promote best practices.?
Raise awareness and build capacity through targeted training, workshops and public campaigns.?’
Invest more in infrastructure in order to reduce operational costs and support business expansions.?
Improve access to finance through franchise-specific lending programs and partnerships with development banks.?’
To enforce compliance and support franchisees with training and supervision.3°
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4. Conclusion and Recommendations

This research established that franchising serves as a dynamic catalyst for economic development and job creation in Nigeria.
The franchising model has enabled the rapid expansion of goods and services, facilitated the entry of reputable brands into
local markets, and provided a lower-risk pathway for entrepreneurial engagement, particularly among the youth. The research
demonstrated that franchising not only supports the growth and sustainability of small and medium enterprises (SMEs) but
also contributes significantly to employment generation, skills transfer, and wealth creation. The success stories of both
indigenous and international franchise brands in Nigeria underline the sector’s potential to generate substantial revenue, attract
foreign investment, and foster inclusive economic growth. Despite these prospects, franchising in Nigeria faces notable
challenges. The absence of a comprehensive legal and regulatory framework has created uncertainties for both franchisors and
franchisees, limiting the sector’s growth. Other persistent barriers include limited access to finance, infrastructural deficits,
low technical know-how, and inadequate awareness of the franchising model among entrepreneurs. These challenges have
hindered the full realization of franchising’s potential as a tool for national development and job creation. Nevertheless, the
growing consumer class, government policy initiatives, and the entrepreneurial spirit of Nigeria’s youthful population provide
a promising environment for the continued expansion of franchising. If these challenges are addressed, franchising can play a
pivotal role in diversifying the economy, reducing unemployment, and fostering sustainable development.

1. Government should prioritize the passage and implementation of a robust legal and regulatory framework specific
to franchising. This will provide clarity, protect stakeholders, and promote best practices, thereby enhancing investor
confidence and sectoral growth.

2. Financial institutions should develop franchise-specific lending products and collaborate with development banks to
provide affordable credit facilities to prospective franchisees. This will lower entry barriers and support the
expansion of SMEs within the franchise sector.

3. Government and private sector stakeholders should work together to improve critical infrastructure, including roads,
power supply, and logistics networks. Enhanced infrastructure will reduce operational costs and enable franchises
to expand beyond urban centers.

4. There should be targeted public campaigns, workshops, and training programs should be organized to increase
awareness of franchising among entrepreneurs, business owners, and the general public. Building managerial and
technical capacity will improve franchise success rates and encourage wider adoption.

5. There is need to strengthen the activities of organizations such as the Nigeria International Franchise Association
and other relevant bodies to provide guidance, advocacy, and support for franchise development. These institutions
should also facilitate research and data collection to inform policy and practice.

6. Government should create incentives and a conducive business environment to attract reputable foreign franchisors
and support the growth of indigenous franchise brands. This will stimulate competition, innovation, and sectoral
diversification.

7. There should be established mechanisms for regular monitoring and evaluation of the franchise sector to ensure
compliance with standards, and to identify emerging challenges and adapt policies as needed.
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