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Entry Strategies: Legal Implications
There are different strategies that Atelier Limited can use to enter the European Union market. The company can open a branch in France or employ an agency, franchising, or a distribution agreement entry strategy. As a company that wishes to apply one of the mentioned strategies, Atelier Limited needs to ensure that whatever agreements it puts in place are under the EU laws. One of the strategies the company is considering is a distribution agreement with a company named Reunion. In a distribution agreement, a contract between channel partners is established, and the responsibilities of both parties are stipulated. In this case, Atelier Limited, the manufacturer, and Reunion, the distributor, are the two parties. The advice to the company concerning the entry strategies to the EU market is that it should adopt the franchising entry strategy.[footnoteRef:1] However, before making such a decision, it is crucial to go through a relevant approach the company can embrace.  [1:  Akenbrandt, Brian, Thorsten Vormann, and Richard Hertlin. "Comparing US and EU Trade Secrets Laws (2016)." Washington/Brussels: Trans-Atlantic Business Council: 6.
] 

In the context of the European Union distribution channels, it is vital for exports. When considering the distribution channel, Atelier Limited should evaluate the distribution process and the available channels. Atelier Limited is expected to understand the distribution needs and assess the impacts on costs and the available options. In the evaluation of transport, the company should consider the carriers available, shippers, freight forwarders, and brokers. The mentioned considerations should be made and available railway, road and air networks available or even ports, ferries and bridges.
Atelier Limited has been exporting its products and considers using other strategies due to the problems of Brexit. One of the viable options available is the use of an agent or agency. Before thinking about entering into a contract with an agent, distributor, or franchising, a company starts exporting. This is evident from Atelier Limited. Exporting can be reactive or proactive. In reactive exporting, the company does not make efforts to find new markets or clients but contacts an agent or an importer interested in their products. This relationship is very informal, and the way of doing business is unsystematic. In the proactive approach, marketing forms the basis of operations. In this case, the exporter searches for information about foreign markets and potential clients. In proactive exporting, a company is bound to make profits. The profits resulting from higher sales margins. 
In an agency, a company that aims to do business in a new country enters into a contract with an agent. The contract is usually viable for a limited period. In an agency, the contracted party is paid based on their sales volumes, and they receive commissions. The manufacturing company decides where to sell its products, and the agent works within the set market areas.[footnoteRef:2] In most cases, the manufacturing company increases the agent’s commission to motivate the agent to make more sales. The agent works to offer products to the customer on behalf of the seller.  [2:  Devuyst, Youri. "European Union law and practice in the negotiation and conclusion of international trade agreements (2013)." J. Int'l Bus. & L. 12:259.
] 

Working with an agency has its pros and cons. Regarding the benefits, the agency is expected to have a good connection with potential customers already. The advantage of this is that the agent becomes actively productive from the beginning, and the seller realizes profits the soonest. The second benefit is that the company has more control of the prices, the brand, and conditions when an agent is used compared to a distributor. Another advantage of using an agency is that the customers have to pay their invoices before the agent gets their commission. 
Concerning the disadvantages, the use of an agency means that the costs of shipment and related paperwork are taken care of by the manufacturing company. Another con of using an agency is that the distribution process becomes complicated because no stocks are held in the market. The agent does not also participate in any way towards the funding of the necessary marketing activities. Lastly, it is the manufacturing company that carries all the credit risks. This happens because the agent usually receives their payment after the customers pay their invoices. This acts as an incentive to the agency to ensure that the clients make their payments on time.
Franchising is primarily a licensing agreement where a manufacturing company enters a foreign market quickly and minimizes risks and commitment of resources. The manufacturing company ensures assistance through designing, equipment, marketing, and organization of the partners in the targeted markets.[footnoteRef:3] One party is the franchisor, while the other is the franchisee. In this case, Atelier Limited becomes the franchisor and has an obligation to pay some amount to the franchisee. The obligated amount paid is from future profits and is referred to as royalty payment. In this form of a contractual relationship, the operations are interdependent. However, the franchisor gets other benefits from the partnership compared to the franchisee.  [3:  Meunier, Sophie, and Kalypso Nicolaïdis. "The European Union as a conflicted trade power. (2006)" Journal of European Public Policy 13.6: 906-925.
] 

The franchisor gains in terms of the rapid growth rates experienced by the company. This is because the franchisee uses their capital to invest in facilities and set up the relevant infrastructure. Such investments work as capital infusions for the operations of the franchisor’s business and the rising disseminations of the company. In addition to this, the broad allocation of resources to the firm leads to the spreading out of business risks across the various geographical markets. Moreover, there is a rise in the general public of the brand. As earlier stated, the franchisee pays a royalty to the franchisor and thus can generate a steady income stream. Lastly, the franchisee benefits from the knowledge of the local partners and can use such know-how to cope with local challenges. 
Although it is the franchisor that usually benefits more, in the long run, the franchisee also gains. From the franchisee’s perspective, there is considerable growth in their trademark strength. This fact means that the franchisee enjoys immediate access to potential and existing clients. This happens by way of an externally managed and primarily known brand. The franchisee also enjoys the opportunity of planning, managing, and guiding major marketing activities. The franchisee benefits from the technical advice given by the franchisor in addition to other support services. 
Regarding the EU product requirements, there are set product standards. These are voluntary guidelines that provide technical specifications for products, services, and processes. Although the set standards are voluntary, they get enforced to ensure that any products and services offered to attain a certain level of safety, reliability, and, most importantly, quality. In complying with the EU product standards, it is expected that Atelier Limited benefits.[footnoteRef:4] Standardized safety and quality of products will ensure that the business creates strong customer confidence. In addition to this, standards work to promote the protection of the environment and the consumer's health. Atelier Limited is also likely to benefit from standards through having better access to markets. EU standards ensure that companies enjoy opened-up markets. They also help to improve interoperability between services and products.  [4:  Davies, Karen. Understanding European Union Law. (2009) Routledge
] 

For Atelier Limited to start operating in the EU market, it must adhere to the European Committee for Standardization (CEN). The role of the body is developing and consolidating the European single market. The association connects 34 European countries through their National Standardization Bodies. The association is responsible for the development and definition of voluntary standards at the European level. CEN ensures that a platform is provided to develop European Standards and other technical documents related to the various types of products, services, materials, and processes. CEN's work to support standardization activities in multiple fields and sectors such as construction, consumer products, chemicals, energy, and healthcare, among others. 
After the United Kingdom Government left European Single Market, companies such as Atelier Limited are forced to find strategies to reach and operate in such markets. However, some rules and regulations restrict operations. The single market allows for some four freedoms: free movement of commodities, persons, and capital and the freedom to establish and provide services.[footnoteRef:5] After withdrawing from the European Union, the UK does no longer has access to the Four Freedoms. The departure has some huge implications on the country's economy and especially with regards to the operation of corporations.  [5:  Chalmers, Damian, Gareth Davies, and Giorgio Monti. European union law. (2019). Cambridge university press.
] 

The implications of Brexit are several on businesses and especially Atelier Limited. In terms of goods produced in the UK, a change in the four freedoms translates to introducing the trade barriers. The company is expected to experience an increase in the level of costs. In addition to this, there will be a loss of competitive power of products from the UK. Regarding capital, Brexit means that Atelier Limited is likely to lose economies of scale, lower its investment activity, and increase its cost. 
Regarding the different strategies and laws governing the international operation of a business, Atelier Limited should adopt franchising as its EU market entry strategy. In the European Union, franchising is fully developed. For Atelier Limited, the utilization of the available resources and opportunities in the EU will benefit. However, with the Brexits issue, there could be challenges. Through the use of a franchise, Atelier Limited will have greater control of the franchisee. Typically, opening up a new branch in France would involve a lot of costs to the company. 
The main reason why a franchise would be the best option compared to starting a new branch in France is because of taxation. To establish a branch in France, Atelier Limited will need to pay numerous taxes to operate in the country, mainly because UK is no longer a member of the EU. Atelier Limited is also faced with other situations that make franchising a better strategy to enter the EU market.[footnoteRef:6] First, the two countries are geographically close to each other. The closeness of the two countries means that the transportation of the products and other related logistics will be cheap and quick to undertake. Secondly, the company does not have adequate financial resources to open up a branch in France directly. [6:  Davies, Karen. Understanding European Union Law. (2009) Routledge
] 

In terms of the type of franchise, Atelier Limited can adopt the product franchise. In this approach, the company is supposed to control how its distribution of products occurs in foreign countries. In this type of agreement, Atelier Limited will allow the selected retailer to distribute its products. The retailer will also be allowed to use the company’s trademark and its names in transacting. To get such rights, the franchisees will have to pay fees or purchase a minimum amount of products. There are several benefits associate with franchising. 
If Atelier Limited decides to use franchising as an entry strategy, it will have the freedom of determining the prices of its products in the three countries it chooses to sell. This is possible because the UK is no longer a member of the EU. Companies or franchisors from the UK are no longer prohibited from directly or indirectly fixing prices like other companies from countries that are member states of the EU. There are EU antitrust laws that have an impact on franchising. However, in Atelier Limited, they will not be applicable because the company is in the UK, a non-EU state. 
Entry Strategies: Business Implications
While expanding a business to the international level, it is essential to take into consideration several factors. One of the factors to consider is the market entry strategy employed. In the case of Atelier Limited, there are numerous options. However, the company considers opening up a branch in France. Several benefits come with opening a branch in France. This approach can also be compared to another entry strategy such as agency or franchising. All these strategies are not flawless but have downsides as well. 
On the issue of Atelier Limited opening a branch in France, there will be benefits that include a greater level of control from the parent company. Although in a different country, the branch will be regulated by the legislation of its parent company. In addition to that, the company’s home country regulations will primarily be used to run the outlet. This means the country's laws in which the branch is established will have minimal effect on the branch. The advantage of this is that the parent company will ensure more effective management. 
Regarding the costs involved in opening a branch, it will be cheaper than the capital requirements that would have been involved if a new company was to be established in another country. Atelier Limited will have its subsidiary branch recognized all around Europe. The regulations applied on subsidiaries are less strict than those that govern the original or parent company. From the taxation point of view, a branch will be able to offer more tax benefits. It is one of the best choices to make compared to establishing a similar company in the country. The branch will be covered by the double tax treaty signed by the parent company and the government of the applicable foreign government. 
To open a branch in France is easier. First, there is the absence of the status of a legal entity. When registered in France, Atelier Limited’s branch will have no legal autonomy and own np legal personality. This means that the parent company will take the liability for its activities in totality.[footnoteRef:7] The branch’s field of action will be treated as indifferent from what is exercised in the parent company. To open a branch in France, registration must be done at the local Register of Commerce and Companies.   [7:  Davies, Karen. Understanding European Union Law. (2009) Routledge
] 

The representatives of Atelier Limited interested in setting up a branch in France should consider that it will be limited to undertake the activities of the mother company only. This means that the parent company must make an application for the same business license in France. The branch will be expected to carry the same name as Atelier Limited, the parent company. One of the benefits of having a branch in France is that it will not be required to have a bank account with any French local banks. This translates to saving a lot of time with regards to registering the branch with the local authorities. 
Concerning documentation involved in opening a branch in France, Atelier Limited needs to have some mandatory requirements. The company will first need to have a copy of its articles of association and its certificate of incorporation. Also required will be the application form issued by the French Companies Registrar for the registration of the branch, approvals of the specific activities to be undertaken by the French branch, and a copy to show proof of possession of the premises intended for the installation of the facilities. Lastly, the company will be required to present a declaration of the appointed representatives of the branch in France. All the mentioned documents must be certified and translated into French. 
Comparatively, Atelier Limited needs to consider other viable options other than opening a branch in France, such as franchising or using an agent. In franchising, there are specific business implications that will follow. If the company instead opts to follow the franchising approach, it must be prepared to carry out some activities. In France, a franchise is not defined by law.[footnoteRef:8] However, case law requires a franchise relationship to be characterized by a trademark license, proper communication of the relevant information, and the assistance expected to be provided by the franchisor to the franchisee. The European code of ethics has no legal force in French Law and the UK.  [8:  Davies, Karen. Understanding European Union Law. (2009) Routledge
] 

Compared to the opening up of a branch in France, there are no specific registration requirements needs to set up a franchise system in France. This means that setting up a franchise is a lot easier and quicker concerning the processes required. The company will be necessary to make a registration because it will be engaging in commercial activities. However, there is no requirement regarding registration to the Franchise Disclosure Document. However, it is a requirement that trademarks that are to be licensed to the franchisee be registered with the French National Register. The reason for this is that only registered trademarks are protected in France. 
Apart from the registration implications of franchising discussed above, Atelier Limited will have to bear some financial impacts resulting from using this approach. Regarding performance, it is expected that as an owner-operator franchisee, it would outshine the new branch opened. If the company decides on a franchise, the performance is expected to be better than when a branch is opened in France. In addition to that, Atelier Limited will not need to make an investment or risk vast amounts of money for any developments. This means that the franchisee already has some developed structures and relevant infrastructure to carry out the company's scheduled marketing activities. 
Atelier Limited needs to source a franchisee firm that has employed high-quality and experienced workers. This is an easy process compared to when opening branch in France. While opening a branch in France will require sourcing human resources who are most likely less experienced, franchising provides for employees that are more experienced in the field. The company also will spend less time worrying about the daily running of the franchises and their human resources.[footnoteRef:9] However, Atelier Limited is expected to play critical roles in strategic planning, procurement, marketing, and franchise management, among other responsibilities.  [9:  Meunier, Sophie, and Kalypso Nicolaïdis. "The European Union as a conflicted trade power. (2006)" Journal of European Public Policy 13.6: 906-925.
] 

It is the franchisee's role to make contributions to the marketing process and funds to allow for the building of the brand. The implications of having a local franchisee in a foreign country are that they are well known and already established in the locality. This will mean that the franchisee is fully supported by the residents, translating into direct or indirect support to the company. 
Although there are benefits of setting up a franchise, there are also challenges to it. Atelier Limited is expected to experience a problem in terms of cash flow required to develop the franchise. Costs of designing and setting up a franchise that the company will have to bear include; consultations, operation kits, disclosure documents, and franchise agreement payments. The costs involved will take some time to be recovered. The developed expenses are expected to be recouped from the initial franchise fees charged when the franchisee joins up the system. Like most franchises, Atelier Limited’s franchise will recover the franchise development cost after having awarded the first few franchises. Operationally, a franchise works on a multiplier effect, and the majority of franchises become profitable after some time. 
Atelier Limited also can find an agency and enter into a contract with them instead of opening a branch in France. The company can seek a commercial agent and agree to supply its products in the intended countries. There are positive implications on Atelier Limited if it decides to go the agency way. However, the first thing that needs to be realized is that although agents help in the development of businesses, the nature of the products or services rendered highly determines the agency's success. It also depends on where the product is to be sold. In this case, Atelier Limited is at an advantage because its products are already known in the market. The company having already been involved in making exports means that its products will be easily recognizable in the intended markets. 
There are some positives of adopting the agency approach in doing business and entry into the European market by Atelier Limited. One of the positive implications of agreeing to an agency is that the company will enjoy lower overheads.[footnoteRef:10] The meaning of this is that the company will not make salary payments or other allowances such as cars and the office of the sales the agents use. Compared to opening up a new branch in France, this seems the better option because it reduces the costs. Opening up a branch in France means that the company has to recruit employees to work in the branch. However, by adopting the agency entry strategy, the company will be saved of such overheads.  [10:  Sapir, André, and Guntram B. Wolff. One market, two monies: the European Union and the United Kingdom. (2016). Bruegel.] 

The process of finding a suitable agent for the job is easy. The process involved in searching and recruiting an agent is easy compared to recruiting sales executives and employees with specialist knowledge. A branch will require the human resource department to recruit experienced workers and staff, which is a very costly and time-consuming activity. When the two options are compared, entering into a contract with an agent is the more feasible option than opening up a branch in France. 
Regarding costs, agencies are better and cost-effective means of reaching a wide network of the European market. Compared to opening up a branch, an agency approach will ensure that the company saves on the costs that would otherwise have been used in trying to establish the branch. It is advisable that the company adopts agency as an entry strategy and save on the costs. Lastly, although the company has been making exports to the EU market, it does not have any existing contacts in those markets.[footnoteRef:11] This implies that using an agent will be a sound idea because they are already established, experienced, and knowledgeable about the market. Opening up a branch will prove a challenge because it will not guarantee that it will work. A branch will take more time to establish itself in the EU market because breaking into a new market takes local knowledge of the market and experience in operations of the market.  [11:  Devuyst, Youri. "European Union law and practice in the negotiation and conclusion of international trade agreements (2013)." J. Int'l Bus. & L. 12:259.
] 

Although choosing an agent comes with several benefits to the company, there are also some negative implications to it. The adoption of an agent will imply that Atelier Limited has a challenge in controlling the agent's activities. It is a challenge to ensure that an agent continually works hard on behalf of another company. The sales methods employed by the agent have the possibility of not being in alignment with the company’s expectations.[footnoteRef:12] Lastly, the agent chosen might not fully understand the company’s product, and having hands-on control could be a better option, like when a new branch is opened. The contract requires that the agent gets payment or compensation in case of termination of the contract. The implication of this is that Atelier Limited will be risking making unnecessary payments even if the agent has breached the contractual agreement.  [12:  Wallace, Helen, et al., eds. Policy-making in the European Union. (2020) Oxford University Press, USA
] 

Summary of the Advice 
Atelier Limited is advised to utilize franchising as the most viable strategy in making an entry into the EU market. Compared to opening up a branch in France or adopting the agency strategy, franchising seems the best option. As earlier discussed, franchising helps in the faster growth of the business. Although opening up a branch is termed as expansion, it might take years before it is properly established. Using an agent does not promote the company's interests as well, and this leaves franchising as the only viable solution. In terms of associated costs, franchising is the most cost-effective because it does not involve start-up costs needed in establishing a branch or the fees that should be paid to the agent in case of termination of their contract. Lastly, it is easy to manage a franchise because it has a highly motivated local expertise compared to opening a branch or agreeing to an agency. 
Concerning the brand, a franchise will ensure that Atelier Limited’s brand is made known in the European Union market. The company is expected to benefit from the capital investments made by the franchisee. Because the goals of the company and the franchisee will be in alignment, innovation will be inevitable. Franchisees are expected to contribute to fresh and innovative ideas for future success in the market. In contrast, agencies do not have to share the same goals and ambitions of the company they are contracted to and therefore will not support innovations in bringing in new ideas. On the other hand, establishing a branch will mean more time is spent trying to stabilize the operations. Time for making innovations and introducing new ideas is limited in this context. Considering all the pros and cons of each of the three discussed market entry strategies, Atelier Limited is advised to go for franchising.
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