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Licensing and Franchising
Introduction
The majority of the companies across the world use franchising and licensing as their marketing strategies. Licenses involve transfer-related techniques using market entry (Tofail et al., 2018). On the other hand, franchising is considered the standard strategy and is based on mutual agreement between two parties. This paper discusses both the advantages and disadvantages of franchising and licensing as market entry strategies and examples of companies adopting the two strategies.

Licensing
Advantages of using licensing
	Firms such as Collegiate Licensing Company and Phillips-Van Heusen Licenses Company have adopted licensing as their entry strategy for international markets. This entry has a variety of advantages, as illustrated below:
Opportunity for passive income
	Owners of property adopting licenses enjoy an advantage of an ongoing stream of passive revenues (Muthu et al., 2016). In this case, the owner does not necessarily need to do anything in generating the revenues.
Creation of self-employment
With licensing, individuals are allowed to venture into business for themselves. As a result, they get self-employment experience, hence enjoying self-timing while getting the benefit of having someone to invest in the industry.

Creation of easier entry into a foreign market
	Arrangements made in licensing enable licensors to acquire their goods into new markets easily compared to when they work on their own (Muthu et al., 2016). In this case, it becomes easier to enter into a foreign market as the license guarantees the property's opportunity to cross the border requirements.

Disadvantages of licensing
There is increased dependency upon the licensor
	The signing of licensing agreement requires the licensee to take all the risks in the contract. As a result, licensees, therefore, depend on the quality of IP in making their profits (Yakimov, & Tavrizov, 2016).
There is increased competition in the marketplace
Licensees become competitors in their marketplace, which creates a problematic situation as one company can quickly lose the process of selling IP in the same way adopted by the other company.
It is offered for a limited time.
	Most licenses are usually offered for a short period in which the licensee cannot assess their investment time, efforts, and cash as general requirements in the promotion of goods and services, which may not be readily available to them by the end of licensing time (Yakimov, & Tavrizov, 2016).




Franchising
Advantages of using franchising
Firms such as McDonald's and Taco Bell apply franchising as their core entry strategies in the international markets. This entry is associated with the following advantages;
There is a creation of new revenue streams
	Franchising leads to the creation of new businesses. The property franchising owner benefits from the fees and royalties paid to him or her by franchisees produced during the signing of the franchise agreement.
	Creates capital for expansion	
	Franchising allows for the achievement of multi-unity expansion, which requires capital for the development and operation in a new location. In this case, franchisees invest their money in funding the development and establishing their recent franchised locations.
It promotes economies of scale
	Franchising involves the expansion of business systems, and it allows one to increase the purchasing power hence achieving economies of scale with suppliers and buyers. Such economies are extended to marketing, where the pooling of resources and establishment of the common fund is incorporated.
Disadvantages of using franchising
Involves limited creativity
	A new franchisee must follow its parent company's directives and hence few chances of changes limit creativity (Penchuk, & Tur, 2020). The franchises following the parent company's directions must take into account all the charges without any omission or exaggeration.
There is no privacy
	A new franchise depends on its parent company for direction as well as the operating systems. Therefore it has to provide all the financial information to the franchiser to improve audit loyalty payments hence no privacy (Penchuk, & Tur, 2020).
Decreased profits
	A preliminary stage in franchising is that an individual must pay the initial fee and royalty fee. Later, the individual has to share the part of the profit with the parent company. In this case, the franchiser receives a small percentage of revenue, and the new franchise must share its profits hence becoming the main disadvantage of franchising.

Conclusion
In comparison, the two market entries discussed above require the parent company to invest in production facilities and equipment to produce the products. Licensing seems to be the more straightforward marketing entry strategy as compared to franchising. The reason behind this that companies applying licensing approaches are capable of enjoying more benefits, including increased profit margins.
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