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Much has been said about the many benefits that franchising

a retail business brings to the owner. Access to fertile locations
perhaps being the most important. But what of the franchisee?
What are his compelling reasons to be a partner? There are many
pitfalls for a franchisee. The franchisor could place restrictions on
how one runs the business and not allow a franchisee to make
changes to suit a local demographic.

When, we talk about India, even though retail is enjoying the
status of a sunrise industry, franchising systems are still not
in place to safeguard the interests of either party or the brand
itself. According to retail industry veterans, franchising should be
considered only when a brand has sound processes and systems,
which can be replicated elsewhere. Also, a brand must master
the business before it ventures into seeking franchisees. Hence,
it’s extremely critical to lay out control mechanisms and standard
operating procedures before taking the franchising route. A strict
set of do’s and don’ts need to exist and be audited continuously.

In the November issue of IMAGES Retail, we have tried to
empirically study the viability of franchising in retail sector
and what is the future franchising model in India. What kind
of cautionary measures should be taken by both franchisor and
franchisee before getting into the alliance.

In this cover story, we have analysed that franchising in India
still has a long way to go. For the model to continue its growth
run, the many stumbling blocks need to be removed. Also, we
need to analyse that is there a large enough pool of capable and
committed franchisors to take India’s retail story forward?

At IMAGES Retail, we got the feedbacks of many retailers and
analysts on the aspect of franchising and the point everyone
zeroed down upon is that to up the ante in retail franchising the
focus should be more on transparency and trust between the

franchise partners.

Amitabh Taneja
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From fashion retailers to salons

and even restaurants, the franchise
business model has been in existence
for over a century now. However,
what remains imperative to realise is
whether this business model is apt for
your brand to grow.
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A plus-size brand launched
in 2005, ‘aLL - A Little
Larger’ format has managed
to carve a niche for itself

in the plus-size clothing
category. Highlighting the
brand’s origin, Manish Aziz,
Chief - aLL informed that the
rationale behind aLL was to
treat plus-size customers as
any regular size customers
and make the same variety
of fashion merchandise
available to them.

CREATING

PLUS-SIZE
STYLE

isiz:; {
i,

By Shipra Srivastava

oreover, data from
a recent study
suggest that 46
million people

are overweight

in India, which
means 46 million people would need
to wear plus size clothing. This is a
huge number in terms of potential for
readymade players. The potential is
immense and taking this into account,
many well-known brands are foraying
into the plus size arena.

Market evolution

Plus-size fashion has evolved
tremendously in the last couple of
years. Highlighting the market growth,
Manish Aziz, Chief of aLL quoted:

“In the last 5 years it has doubled to
US$ 1.8 billion and is expected to be
double in the next 4 years.”

He also shared that demand for plus-
size fashion depends on the awareness
and presence created by brands. “Some
of our best stores are in tier-II cities
like Indore, Baroda and Lucknow, and
they are buying high fashion designs
and silhouettes,” he said.
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INDIA

business conglomerate,
has been a trailblazer in its
own right ever since. Today,

apart from operating well-

known retail chains namely Big Bazaar,
Central, Foodhall, Planet Sports, Brand
Factory, Home Town and eZone, its allied

businesses include lifestyle fashion,
F U T U R E | N FO O D food and FMCG, insurance, logistics

infrastructure, supply chain, and skill
development. From the outset, Future
Group has been focusing on developing
delivery formats, creating retail realty,
making consumption affordable for
every consumer segment - for classes
as well as masses. Food, one of the
biggest consumption categories in India,
invariably finds a prominent place in its
business portfolio. The group’s food-
led FMCG business, operated by its
subsidiary Future Consumer Enterprise
Ltd (FCEL), spans sourcing, processing,
manufacturing, brands, retailing and
distribution of food products.

Stepping up to a bigger game, FCEL
has now come up with “India Food
Park” (IFP) in Tumkur, near Bengaluru
city in Karnataka under public-private
partnership (PPP) model. It is a first-
of-its-kind integrated food park to be
commissioned and has been developed
with close partnership and support
of Union ministry of Food Processing
Industries and the state government of

ounded over 20 years ago,
Future Group, India’s ace

— N

Future Group has launched India Food Park, an avant-
garde, large-scale food processing facility, under PPP
model in Tumkur, Karnataka that integrates entire food
value chain from farm to fork under the same roof. While
the group stands to gain immensely, it will also offer great
value to farmers, other food manufacturers including
MSMEs, agri-entrepreneurs, traditional as well as modern
retailers, and eventually consumers.
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LIMITED

an integrated food & FMCG company

ENTREPENEUR 4
PARTNER FACILITIES

Karnataka. Recently inaugurated by
Prime Minister Shri Narendra Modi,
IFP integrates the whole food value
chain-- from farm to fork-- under
the same roof with exceptional
infrastructure and technology.

The facility has already started
production.

Kishore Biyani, Group CEO of
Future Group, states, “India Food
Park is an ambitious project that has
the potential to aid thousands of
farmers, directly employ 10,000 people
and quadruple the value of the food
products that enter through the gates.
It is one giant Rasoi (kitchen), where
the golden harvest of Indian farmers
will find new value in the hands of
Indian consumers.”

What’s Inside?

FCEL-owned India Food Park is a
sprawling 110-acre world class facility
which boasts of cutting edge cold
chain infrastructure, pulping and IQF
lines, spiral freezers, mechanised
sorting facilities, packaging and
quality testing centers. It also

houses rice, spice flour mills, grain
silos, warehouses and R&D centers.
Committed to environmental
sustainability, IFP has built up rain
water harvesting capacity of 4.5
million metric tons.

STAPLES
PACK
HOUSE

ENTREPENEUR
PARTMER FACILITIES

India Food Park is a
sprawling 110-acre
world class facility
which boasts of cold
chain infrastructure,
pulping and IQF lines,
spiral freezers,
mechanised
sorting facilities,
packaging and
quality testing
centers.

Notably, the park has 7500 square
meter of earmarked MSME facilities
for entrepreneurs and food producers,
a plug and play facility, with flexibility
and inbuilt modularity, and packaging
units. Several home-bred and
multinational companies will also be
establishing own production facilities
at the park. After completion, IFP
will have close to 50 units for food
processing and exclusive plants for
manufacturing of Indian savories
and snacks, frozen food products,
chutneys, pasta, dry fruits and nuts,
chocolates, etc.

india
foodpark”

ENTREPENEUR +
PARTNER FACILITIES

ENTREPEMEUR +
PARTNER Inctunzs

For procurement of agri-produce,
collection centers are being established
a number of locations as in Kolar,
Chikkaballapur, Doddaballapur,
Chamarajanagar, Chikmagalur and
Shimoga to facilitate farmers to directly
sell their produce to the units operating
from the park. Products developed at
IFP will be retailed via Future Group’s
retail formats viz. Big Bazaar, Food
Bazaar, Foodhall, KB’s Fairprice, Big
Apple and Aadhaar. They will be also
sold through general trade as well as
other modern retailer platforms.

Value For All

Experts believe that public-private
partnership is the way forward to
improve quality as well as affordability
of food in a developing nation like
India. India Food Park-like initiatives
are also expected to provide the

much needed boost to country’s food
manufacturing industry. Additionally, it
will help tame supply chain costs and
wastage, thereby making the entire food
value chain more robust and efficient.
The common infrastructures at IFP

will benefit medium and small scale
enterprises as well as foodpreneurs
with limited capital but seeking

state of art manufacturing facilities.
Echoing premier Modi’s “Make in
India” sentiment, Future Group will
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o put things in context, it will be interesting to go back
a bit in history to understand what led to the inception
of franchise business model. The origins of franchising
can be traced back to America’s Issac Singer, the man
behind the world-famous Singer sewing machine. Post
the US Civil War in the 1860s, Singer had achieved

the ability to mass-produce his famous sewing machines, but he
lacked an economically viable way of repairing and maintaining
them across the US. Thus, he then began to license out servicing
and repairs to local merchants around the country, who were later
permitted to become regional salespeople for the machines too.
Singer’s use of a contract for this arrangement introduced the earliest
form of franchise agreements, leading to the inception of the first
modern franchise system.

FRANCHISING
THE RETAIL WAY FORWARD

From fashion retailers to salons and even restaurants, the franchise business model has been in
existence for over a century now. However, what remains imperative to realise is whether this
business model is apt for your brand to grow. We speak with brands across categories that have
expanded using this business model and also those who chose to grow organically.

By Zainab S Kazi
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Franchising became more widely
used in the US as a way to standardise
products and standards from one coast
to another. First was the car dealership
model pioneered by General Motors
in the early 1900s, granting exclusive
rights and territories to franchise
business owners; then oil companies
and grocery stores took advantage of
a business model that offered them a
route of fast growth towards national
distribution with reduced risk. As we
notice, in its earliest avatar, it was
usually the franchisor looking out
for an expansion and risk mitigation
to have a broader brand presence
to take care of customer service.
However, the trend became a two-
way phenomenon gradually, where
it was not just a franchisor looking
for franchisees for their business but
also where individuals were seeking
franchise rights of reputed brands or
brands that were seen to have a long-
term potential.

The India story

Rajeev Manchanda, Director,
Inventure and VP, Franchising
Association of India (FAI) talks about
what makes India an apt market for
the franchise model: “Franchising

is apt for India due to its sheer
geographical size. Penetrating markets
on its own can be an arduous task

for brands. Further, the country is so
diverse in culture that a franchisee

is better placed to do business with
their local connect, understanding and
familiarisation with local conditions.
Also, they offer a better commitment
towards running the business (as it
becomes their own business) rather
than an employee working for a brand
at the same location. This business
model offers an inorganic growth,
which can bring excellent results with
minimal capital infusion - something
very important for any brand.”

Manish Shukla, Founder, Retailscape
well explains the benefits this type of
business model has for the franchisor
as well as franchisee: “It is not only a
great way of growing your business,
it is also a great way for first-time
entrepreneurs and prospective
franchisees to de-risk their plunge
into the world of entrepreneurship, by
learning the ropes of an operational
and tested business, within an
established framework.”

In India, perhaps one of the
most successful brands running on
franchise operation would be Naturals
Ice Creams and Naturals Salons, and
both of them are not related though.

Out of the 120 stores that Naturals
Ice Creams has, 117 are franchisee
driven yet the very essence of the
brand is well-preserved over the
years. Also, such is the demand for
the franchise of Naturals Ice Creams
that the WhatsApp status of Srinivas
Kamath, Director, Kamaths Ourtimes
Ice Creams Pvt. Ltd. reads: ‘No
franchise enquiry please!” Sharing the
brand’s journey, Kamath says: “The
challenges for us have always been
at the production level. There was
always a huge demand for our product
and franchise but we did not want to
expand at the cost of quality so we
were very selective and opened few

stores that we could manage within
the production level. I would say that
the earliest challenges were to control
huge franchise demand.”

Another heritage brand that chose
to opt for the franchise model is North
India’s Chhabra 555. Sharing a brief
history, Asheeta Chhabra, Head -
Business Development, Chhabra 555
divulges: “The genesis of Chhabra
555 dates back to more than half a
century. Growing popularity among
the customers inspired us to expand
our network of outlets and in the late
90s, we opened our second showroom.
Taking cue from the changing credit
scenario and the domestic retail growth
story, we took a strategic decision in
2005 to shelve our wholesale operations
and step into the retail segment in a big
way. Soon people started approaching
us for dealership in various parts of
the country and in 2010, we reached a
store count 50 across the country. Our
aim now is to reach 100 in the next 5
years. More than 90 per cent of our
stores follow the dealership model.
We only have a couple of company-
owned showrooms.” Chhabra adds
that tier-II cities like Noida, Amritsar,
Kochi and Ghaziabad, are emerging
as the favoured destinations for retail
franchises due to the huge growth
potential they offer.

Franchising became more widely used in the US
as a way to standardise products and standards
from one coast to another. First was the car
dealership model pioneered by General
Motors in the early 1900s.
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IRF - EXHIBITORS/PARTNERS

IRF 2014:

L i -m A2Zapps.
7 Tt . .Y comisaCloud

-~ Operating System
(OS) that is
transforming the
way companies
work, sync with
their employees
and partners with
customers.

Accelyst Solutions
Pvt. Ltd (FreeCharge.
com) is an online
mobile recharge

site which provides
prepaid mobile
recharge for almost
all Indian telecom
service providers.
FreeCharge is special
because users have
the power to make
the recharge free.

Adarsh Heights Pvt. Ltd
(The Ranchi Square),
first ever destination mall
in Ranchi with 3,25,000
sq.ft of constructed area,
is situated at the Central
Business District of the
city, on Circular

road, the major arterial
road in the region.

freecharge

EXHIBITORS
& PARTNERS

The 11th edition of India Retail
Forum held at Renaissance
Hotel, Mumbai from17 to 18
September 2014, saw leading
retail real estate, retail support
players gather under one

roof to partner with the most
influential retail show of India
and to reach out to the leading
retailers who were the visitors
and conference attendees.

——

Adtech Systems
Limited is the India
business partner of
Tyco-Sensormatic,
world leader in
antishoplifting
systems. Today most
of India’s leading
retail chains rely
on Sensormatic to
prevent shrinkage
and shoplifting.

Arvind Internet ltd,
is an all new garment
creation engine,
Creyate combines
technology, tailoring
and high fashion to
give the most perfect
clothes.

Aimia India is a wholly
owned subsidiary of
Aimia Inc., a global
leader in loyalty
management. Aimia is
listed on the Toronto
Stock Exchange (TSX:
AIM), operates in

20 + countries.
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Avinash Group has
; been into real estate
Altius Retail India development at Raipur.
have character based : Its forte has been
toys. To name a few ' residential, commercials,

= -74'”
of the characters like : Ma neto plots and logistics park.
Iron-man, Spiderman, %the all It recently entered into

(from Marvel)Mickey, : A Million Afiractions retail industry with
Princess and Toy-Story Magneto Mall at Raipur
(from Disney). and Rama Magneto at

: Bilaspur

Benoy is an award-winning i Bentel Associates is recognised
firm of Masterplanners, ¢ internationally as a leading designer
Interior and Graphic i of retail, commercial, hospitality
Designers, with studios in i and high- end residential buildings.
the UK, Middle East, China i It offers a full range of leading edge
and Asia. Founded in the UK i specialist design skills including

in 1947, Benoy is recognised ¢ master planning.

as a truly global player and a
leading creative force.

The Jute Shop and Ballyfab- Be n Oy

a Kankaria Group division
has been created for the
development of jute, cotton
and rexine bags.

Brigade Enterprises,
(Orion Mall) is
located in the award-
winning Brigade
Gateway Enclave and
is arguably one of the
finest nest and best
planned retail spaces
in Bengaluru.

Beyond Squarefeet is the
first boutique mall advisory
company in India providing
complete end-to-end
shopping mall solutions.
Beyond Squarefeet is
currently hand holding 22
malls spread over 13 million
sq. ft. across India, Iran,
Qatar, Nigeria and Nepal.

CapitaMalls Asia CBRE Group, Inc.

Limited is one of the i (NYSE:CBG), a Fortune

largest shopping mall ¢ 500 and S&P 500 company

developers, owners and i headquartered in Los

managers in Asia by : Angeles, is the world’s C B R E
total property value of : largest commercial real

assets and geographic ! estate services and

reach. i investment firm (in terms

of 2013 revenue).
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WELCOME, ORION EAST

Following the stupendous success of Orion Mall at Brigade Gateway in Bangalore, the Brigade
Group is now developing Orion Mall 2 in the established East Bangalore. This second mall
development named ‘Orion East’ will be the only lifestyle mall in about a 7 km radius, and will serve
as the destination of choice for a young population in the upmarket areas of Fraser Town, Benson
Town, HRBR Layout and Kamanahalli. With Brigade Group and Orion Mall’s impressive track
record in design, development, marketing and operations management, Orion East is poised to
make a mark yet again in Bangalore's retail landscape.

Brigade Enterprises Limited, 29th & 30th Floors, World Trade Center, Brigade Gateway Campus
26/1, Dr Rajkumar Road, Malleswaram-Rajajinagar, Bangalore 560 055

Follow us on




RNI NO.: DELENG / 2002 / 09182

Owned, Developed & Managed by

\/ VIRTUOUS

NRETAIL

WHERE

EVERYONE'S AT.

AND WHERE

YOU’LL HAVE TO BE.

VR Bengaluru. UNveiling in Spring 2015.

THE .WAVERLY —THE UNHOTEL

At the heart of Bengaluru in the prime
Whitefield district. Part of a 1.5 million
square feet retall campus with a projected
footfall of 1.5 million per month. With
over 200 lifestyle, entertainment and
F&B outlets featuring international and
local signature brands.

The new social, commerclal, retall and
|leisure hub has a name.

VR Bengaluru.

For enquiries on leasing and commercial
opportunities, please contact:

Virtuous Retall Services Pvt. Ltd.

Tel: 49197400 19646

Email: kapila_sengupta@virtuousretail.com

A _ \lR BENGALURU

FARMERS’ MARKET — UNSPOILT www.yrbengaluru.com






