Executive Summary
Food Franchising Report 2009 

Franchising in India is known for decades but there has been a rise in interest to use this as a business model in the past few years. It is a rapidly growing business trend because it’s convenient to start a business with the assistance of an established organization. Franchise holder enjoys seamless support in terms of training, trademark branding, corporate advertising trade-dress and bulk purchasing prices. 
Franchising in India 
Today Indian franchising sector is growing at the rate of 38% per annum with a market size of US$ 7.2 billion and is expected to reach US$ 20 billion by 2013. There are 1200 active franchise concepts in India and over 100,000 franchisees. Education and retail are two important sectors where franchising is prominent.  
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The Silver lining is fabulous growth across the sectors in franchising amidst current global meltdown. Franchise networks spread across the country are now established with 90 per cent franchisors setting their agreement tenure of more than 3 years and their contract renewal rate has climbed to 80%.   
There are 200 food and beverage franchises concepts across the country forming 17% of the total pie. Other important sectors using franchising business model are beauty salons and cosmetics, business services, apparel, education, food and beverage, retailing, tours and travel. 
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According the Survey carried out by FIH and CIFTI– FICCI there were 408 brand franchisors of which 70% brands were concentrated in Delhi NCR, followed by Western India with 386 brands majority  from Mumbai and Gujarat,  250 brands were in south with majority in Bangalore & Chennai and lastly 58 brands in the eastern region majority concentrated in Kolkata
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Food Franchising in India 

According to Food Franchising Report more than 30% of new food outlets which are coming up in almost all the cities across the country are through franchise system, 17% share of food and beverages in the organized sector is operated by franchisors in the country. There are 1200 franchisors at present, out of which 150 are exclusively dealing in food and beverage retail 75% of which are of Indian origin and rest are international. There are around 18,000 franchised restaurants in the country as compared to only 2500 run by company owned by these 150 food franchise companies. 
Franchising – Contribution to the Exchequer 

Franchising has been acknowledged for organizing and stimulating the growth in service sector. Collection of service tax become easier because franchisor keep a proper record of the income generated by his franchisees to levy royalty and this leads to a transparent taxation system.  A well established international franchise system also contributes significantly to the export income of the country. 

The Report

Food Franchising Report is an outcome of a pioneering initiative taken by Franchise India Holdings Ltd and CIFTI –FICCI. It accords the food franchising sector with the recognition it has long deserved. This report provides strategic approach to the opportunities and challenges being witnessed in food service franchising. 

The primary objective of this report is to provide a snapshot of current trends in Food Franchising vis-à-vis expert analysis of various elements having implications on it.
Food Franchising Report 2009 (FFI 2009) gives a comprehensive learning curve for restaurant owners and existing food companies to look out and spread their brand in terms of franchisees across the country. 
Part one of FFI 2009 gives an overview of the growth of the Indian economy and the food consumer market. The overview states that 51 per cent of the consumer wallet share is dedicated to food (54 per cent in rural area and 42 in urban areas). A population of 1.18 billion is the key attraction for food service companies. 
Report further forecasts that Indian food service entrepreneur is ready with massive expansion plans, which provide thrust to the sector to grow at 48 per cent in the next two years. International Food Service brands are gazing Indian markets as a profitable investment destination and many among them have already started their operations. 

Part two of the report discuss about the franchise business in India. It claims that franchising sector in India is growing at swift pace of 35 -38 per cent per annum. The market size of franchising sector estimated to be US$ 7.2 billion and is expected to reach US$ 20 billion by 2013. 
There are about 1,200 active franchise concepts in India and over 100,000 franchisees. According to a Franchise India Holding Ltd and CIFTI – FICCI survey, single franchise outlet hires about 10 people on an average. Franchise networks spread across the country are now established with 90 per cent franchisors setting their agreement tenure of more than 3 years and their contract renewal rate has climbed to 80%.  Its interesting to note that franchise outlets are growing faster than a company-owned outlet.   
Part three of the report gives insights of food service sector in India. It has calculated that size of India’s food service sector is $11 billion but organized players enjoy less than 8 per cent of the market share. There are 10 million street vendors in India, of which six million sell ready to eat food. Consumer foodservice value sales grew at a strong 20% in 2007-2008 in India, second only to that of Vietnam and Indonesia.
Part four states that like any other industry, food service sector too requires a support system to thrive. The biggest challenge today for the Franchise Industry is that Government has not recognized it as Small Business facilitator in India unlike the US. The lack of laws and Government policies thereof is therefore an impediment in the growth of franchising which has a huge potential to penetrate in the depth and breadth of the country and also a system for Indian brands to get exported overseas. 
There are several other Governmental permissions that would be required before an international master franchise can be granted in India. There are also restrictions on the number of shares a foreign company or person can hold in an Indian company if the joint venture option is taken, and there are restrictions on payment of royalties if it is a technical collaboration agreement between the foreign master franchisor and Indian master franchisee. Payments for Master franchisors are best spread out between lump sum fees, royalties, consultant’s fees, and design and engineering fees. 

The Chapter IV “F& B Supply: The Scene behind the Scene” reviews food an Beverage supply aspect of franchise food service operation and where Suppliers to the industry play a crucial role.    

