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The franchise: from investment to entrepreneurship 

La franquicia: de la inversión al emprendimiento

Oscar Mauricio Gómez Miranda1  

ABSTRACT 
Franchising is a business model that has not been sufficiently researched 
in Colombia, even though it has excellent growth potential. For this 
reason, the franchise appears to be a static organizational and contractual 
relationship model. However, it is a business system that has presented 
changes in how it is projected and understood. Thus, the franchise is 
perceived as a dynamic and constantly evolving system whose objective 
is to identify the change in focus from the franchise as an investment 
model to a method of entrepreneurship. The most important results 
indicate that the individual’s motivation, the time dedicated to the 
franchise management, the availability of economic resources, and the 
administration to be carried out by the company are the aspects most 
valued by the franchisor when choosing the franchisee. Accordingly, 
franchisors look for people with an entrepreneurial approach interested 
in investing and operating the company.
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RESUMEN
La franquicia es un modelo de negocio que no se ha investigado 
lo suficiente en Colombia, aun cuando tiene un gran potencial de 
crecimiento. Por esta razón, la franquicia pareciera un modelo 
organizacional y de relación contractual estático, sin embargo, es un 
sistema de negocio que ha presentado cambios en la forma como se 
proyecta y se entiende. Así, la franquicia se percibe como un sistema 
dinámico y en constante evolución, cuyo objetivo es identificar el cambio 
de enfoque de la franquicia como un modelo de inversión a un sistema 
de emprendimiento. Los resultados más importantes indican que la 
motivación del individuo, el tiempo dedicado a la gestión de la franquicia, 
los recursos económicos disponibles y la gestión que realizara sobre la 
empresa, son los aspectos más valorados por el franquiciador para elegir 
el franquiciado. En consonancia, los franquiciadores buscan personas 
con enfoque emprendedor, interesadas en invertir y en operar la empresa.

Palabras clave: creación de empresa, emprendedor, franquicia, inversor.

Clasificación JEL: L22, L26

Atribución No Comercial Compartir Igual 4.0 Internacional.

INTRODUCTION

Entrepreneurship is "the action and effect of undertaking" (Real Academia Española, s.f.). To undertake is to initiate 
an activity filled with risk and uncertainty stemming from human willpower, commitment, and desire to create and evolve. 
According to Fiol (2013), from an economic standpoint, undertaking relates to creating a company. This action has a 
transformative impact on society, as businesses generate employment, contribute to the development of a region, stimulate 
innovation, and fulfill people's needs by providing goods or services (Romero & Restrepo, 2016). However, companies not 
only meet needs but, in many ways, create and foster desires that alter cultures, attitudes, and traditions; essentially, they 
become actors that reshape reality (Sánchez et al., 2017). Thus, business organizations are influential and participative 
institutions on a global scale.

Due to the significance of businesses, their creation, development, and management have been studied from 
various perspectives (Camargo & Ehrenhard, 2021). These approaches encompass economic, political, administrative, 
technological, social, philosophical, motivational, and educational viewpoints (Forero & Durán, 2019; Rodríguez, 2009). 
Moreover, there has been theoretical interest, and businesses have evolved in practice to offer profitable management and 
business models for all stakeholders (Fernández & Sanjuán, 2012; Chirinos et al., 2018). This continuous advancement 
has driven the need to create organizational classifications that help understand businesses generally and, specifically, 
intending to enhance the production system (Vinante et al., 2021). Among these classifications are organizations based on 
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size, economic sector, involved partners, purpose, and business model. Under this last category, franchising emerges 
as a business development and initiation option.

Franchising is about replicating a proven and successful business model so that others can exploit it in exchange 
for payment and under a series of agreements made between the involved parties (Mosquera, 2010). As franchising 
is formalized through a contract, terms are set between the party accessing the model (franchisee) and the business 
idea creator (franchisor), who offers it for the brand's exploitation and expansion (Porchas et al., 2013). Each country 
regulates this contract. In the Colombian context, the model has no unique and specific regulation. Consequently, 
the Civil, Commercial, and Ethics Codes stipulations are followed (Navarro & Miranda, 2018).

Among the most common conditions agreed upon are commercial and financial agreements, such as the 
permission and right to produce a good or provide a service, confidentiality agreements, location advice, launch 
support, and the obligation to follow established processes and procedures to ensure brand unity (Scott & Spell, 
1998; Bui et al., 2021). Similarly, ongoing training and support are established, as well as a commitment to reduce 
the risk of the economic investment made. Therefore, the contract must specify the exploitation permit period (Rata 
et al., 2009). The advantages or disadvantages of franchising can be analyzed from the franchisor's perspective, 
who grants the right to exploit the franchise in exchange for financial compensation, and from the franchisee's, who 
accesses the established business model (Duarte, 2003).

The franchisor benefits from brand growth, improved market position, and additional income per the agreed 
contract. Generally, income arises from the initial fee to access the franchise, a percentage of the franchisee's sales, 
associated funds (such as advertising), and additional fees to reaffirm the brand use after the stipulated time have 
passed (Navarro & Miranda, 2018). Disadvantages include conflicts with franchisees over communication issues or 
desired model modifications, resistance to changes, and reduced income from potentially opening a new sales point 
(Gillis et al., 2020). On the other hand, the franchisee benefits from reduced risk, support, access to structured 
processes, and decreased uncertainty about their investment. Their disadvantages include limited strategic power 
over the company, the substantial initial investment to access the model, and not owning the brand (Navarrete, 
2010).

The unique conditions proposed by the franchise model promote knowledge management and its externalization 
(Iddy & Alon, 2019), as a business's success is standardized, documented, and shared to grow for the benefit of all 
stakeholders (Duarte, 2003). This sharing opportunity creates a collaborative and growth-oriented relationship 
for all parties. These features are crucial for individuals interested in long-term alliances and relationships and for 
attracting those who see it as an investment opportunity. Investment uses resources to achieve goals (González et 
al., 2017). This process involves committing current resources to gain future benefits, which are directly related to 
savings and resource prioritization and optimization.

In this sense, Betancourt et al. (2013) summarize key factors in investment options through three aspects: 
profitability, liquidity, and risk. Profitability encompasses returns on investment over a set period, i.e., expected 
benefits and time, which could be short, medium, or long-term; liquidity refers to the ability of assets to become 
cash and be ready for use; and risk involves uncertainty and the success odds in obtaining benefits, associated 
with concepts like volatility, understood as the variability affecting a sector's profitability. Greater uncertainty and 
risk anticipate higher rewards; conversely, lower risk projects lesser profitability (Cooper et al., 2017). Thus, the 
investor's profile, perception, and risk acceptance concerning a specified period influences the investment decision.

Generally, there are three investor profiles: low, medium or moderate, and high. All stem from an individual's 
subjective analysis against environmental conditions, available knowledge, technological tools for analysis, and past 
experiences leading to cognitive biases (Barón & Rotundo, 2018; Galán et al., 2017). Depending on these profiles, 
the perception of value creation varies, affecting the investor's decision-making process. This analysis is influenced 
by perceptions of the risk of loss or gain, investment opportunities, and resource management (Cabrera et al., 2017). 
Consequently, investors undertake rational and subjective processes to analyze options and direct their resources 
toward them (Chick, 2019). Emotions play a significant role in the final choice and future success of anticipated 
outcomes (Kaufmann et al., 2017).

Traditionally, franchises are viewed as an investment form since they involve a present-time commitment of 
resources, either capital and/or labor. However, new franchise business models are starting to prioritize partners 
who wish to become entrepreneurs rather than just investors. Against this backdrop, this paper aims to identify 
the shift in focus from franchising as an investment model to an entrepreneurship system based on the author's 
reflection and experience. The document is structured in three sections: the first pertains to the context, serving as 
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an introduction and conceptual basis for the analysis; the second includes the methodology and research process; 
and the third presents the results as reflections alongside the most pertinent conclusions from the reflection process.

METHODOLOGY

Following the approaches of Gómez et al. (2019), this article is the result of a documentary review process. For 
its development, a literature review was conducted, which allowed the construction of a theoretical framework 
underpinning the work. This study explored main themes, such as franchising and investment, in journals and books 
available in academic databases like Dialnet, Google Scholar, Redalyc, SciELO, ScienceResearch, and ScienceDirect.

The second part involved analyzing the discourse present in the literature review. This analysis sought to 
understand and explain the evolution of the franchise system in the country from a reflective perspective while also 
addressing its challenges.

RESULTS

Historically, the resources for production through investment are based on three factors: land, capital, and labor 
(Kay, 2016). Individuals can offer their labor to obtain a benefit and economic capital or physical resources, such as 
infrastructure or facilities (Infante, 2016). In this sense, to establish a business, one must contribute at least one 
of the three factors, depending on the availability of resources and the willingness to commit to the venture in the 
medium and long term.

Every entrepreneur can be considered an investor when committing current resources to receive future returns 
without neglecting the possibility of inherent risk (Bolton et al., 2020). However, not every investor can be considered 
an entrepreneur (Bustamante & Fernández, 2005). Investment requires a process of analysis of the various options, 
aiming to weigh both the chance of success and the appropriateness of a project for allocating capital (González et 
al., 2017). As the ultimate goal of investment is profitability, the utmost rationality, and objectivity are sought in the 
decision-making process, using tools and analyzing financial indicators such as Net Present Value (NPV), Internal 
Rate of Return (IRR), and Return on Investment (ROI) (Sapag & Sapag, 2008). This is supported by returns from 
past experiences that influence perception and the accepted level of risk.

This situation can lead to a detachment in asset management if the investment does not require constant 
monitoring but only intermittent oversight. Therefore, the investor will prioritize both the most profitable option 
and the one that allows them to manage their time resource most efficiently, regardless of the type of investment 
(Brealey et al., 2010; Hirshleifer, 1958). In this regard, they might also consider alternatives to starting a business, 
such as investing in stocks, bonds, or real estate.

The entrepreneur, driven by opportunity or necessity (Amorós et al., 2019), is motivated not only by financial 
gain but also by personal growth and the desire to create and face unknown challenges. These challenges present an 
opportunity for personal achievement and the possibility of fulfilling a dream, which might offer labor or financial 
independence (Valencia et al., 2019). Accordingly, entrepreneurs must be willing and committed to investing their 
time and resources without detaching from asset management. Despite these differences, both the entrepreneur and 
the investor share certain similarities. Table 1 provides a comparison of the main characteristics of the discussed 
actors.

This way, franchising emerges as a viable and low-risk option, merging interests and motivations for investing 
and starting a business. It allows the commercial use of a successful organizational model recognized by the 
market, thereby reducing uncertainty (Medina et al., 2019). Other benefits make franchising attractive, such as 
initial support and training to understand the business model, market research, and selecting a strategic location, 
enhancing the chances of profitability and survival for new businesses (Medina et al., 2019).

These features create favorable conditions for the inexperienced entrepreneur, as franchising provides a system 
with clear guidelines, offering guidance and advice during the initial stages (Parker et al., 2019). This suggests that 
micro-franchising, which doesn’t demand high investment rates, is an opportunity to start a business with medium/
low risk (Lanchimba et al., 2018). This risk is even lower than traditional entrepreneurship, which requires a 
learning curve to develop know-how.
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Table 1. 
Comparison of entrepreneur versus investor characteristics.

Variable       Entrepreneur                        Inverter

Similarities Resources -Land, capital and labor. 
-Own and/or third party resources.

Decision-making 
process

-Rational process: business plan or project analysis, use of financial 
analysis tools.

-Irrational process based on experience, knowledge of the environment 
and cognitive biases.

Differences Motivation Profitability, fulfilling 
dreams, independence, 

facing challenges, satisfying 
needs in the environment.

Profitability.

Purpose of the 
investment

Creation of a company. Business start-ups, bonds, stocks, real 
estate, investment funds, angel investors, 
loans, and binary options (currencies).

Skills Innovation, creativity, 
recursion, managerial 
management, high tolerance 
for failure, achievement 
orientation, optimism, and 
resource management.

Critical analysis, achievement orientation, 
optimism, complex problem solving, 
environmental adaptation, planning, 
foresight, emotional management, and 
intuition.

Payback time Medium and long term. Short, medium and long term.

Source: own elaboration based on Abubakar et al. (2019); Alcalá (2014); Bustamante and Fernández (2005).

In this context, this business model is also attractive as an investment option through one or several franchises 
allowing for capital diversification (Gorovaia & Windsperger, 2013). Indeed, the traditional perception of franchising 
(Anderson et al., 1992) is not an entrepreneurial venture but a low-risk way to achieve moderate returns. However, 
a review of websites addressing the franchising model in the country, such as COLFRANQUICIAS, Franquicias 
Colombia, 100 franchises, and Franquicias LATAM, along with discussions with business representatives offering 
franchising models, suggests a shift in entry requirements.

Access conditions to the franchising model have evolved since their inception (Varotto & Silva, 2017) and 
are transitioning from an investor or traditional focus to an entrepreneurial one. Investors aim for profitability, 
irrespective of the type of business or their understanding of it (De Bondt, 1998). In the traditional approach, 
the franchisor seeks financial solvency in potential partners, and the investor expects a return on their capital. 
Thus, requirements revolve around available investment capital, the desired region for implementing the franchise, 
and availability to start the business. These criteria relate to assessing the brand's growth and rapid impact 
through a subsidiary network covering territories and establishing a quick presence (Herrera & Moreno, 2009). 
Communication and negotiation typically flow one way, with directives from the franchisor to the franchisee.

The perceived change regarding the profiles of individuals they aim to attract to the franchising model now 
includes, in addition to previous economic and readiness aspects, current occupation, career experience, and 
trajectory, relational experience with the franchise sector and with startups, as well as attitude (Calderón et al., 
2021). Consequently, motivational factors, prior knowledge, and life goals become crucial in selecting franchisees to 
facilitate the transfer process (Brookes, 2014) and ensure brand success interest. The aim is also to share clear and 
common goals and move towards models that operate bi-directionally. Figure 1 summarizes the main characteristics 
of this shift in focus.

This shift in the model’s focus, defined as the motivation to access and exercise control and autonomy over the 
business (Kellner et al., 2014), safeguards the franchisor from the investor disengaging from the brand, ensuring 
their commitment remains steadfast to reduce the chances of bankruptcy (Buchan et al., 2015). A franchisor’s 
apprehension hinges on concerns that its brand might need to be managed appropriately or that there might be a 
lack of commitment to drive growth and expansion of the new franchise location. Such situations can culminate 
in the termination of the contract (Wulandari, 2021). To prevent this, franchisors implement a rigorous selection 
process, prioritizing individuals keen on engaging with the business model (Calderón et al., 2021), particularly those 
inclined towards hands-on business operation.

The franchise: from investment to entrepreneurship
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Figure 1. 
Characteristics of the shift from an investor to an entrepreneurial approach.

Source: Own elaboration.

From this revamped perspective and shift in approach, franchisors no longer perceive investors as potential 
long-term partners. Instead, they see them as individuals who, besides being entrepreneurial, aim to optimize their 
financial returns through a thorough analysis of current market opportunities (Villada et al., 2018). This situation 
presents challenges for the franchise model, as the franchisor may forgo potential growth by distancing from the 
investor, thus introducing a barrier to entry into the model (Lofstrom et al., 2014). This can redirect financial 
resources toward other investment opportunities (Brookes, 2014) that are more receptive to the market landscape.

Moreover, a franchisor does not guarantee profitability but provides estimates. This means that the initial payment 
obliges the franchisor to transfer knowledge, expertise, and experience and provide guidelines and training in 
business and resource management (Brookes, 2014). In light of this, the individual assumes the entrepreneur's role, 
striving for the projected profitability (Herrera & Moreno, 2009), and franchising evolves as a more accommodating 
option for those looking to allocate capital resources and operate directly.

CONCLUSIONS

The potential to offer the model as both an entrepreneurial endeavor and an investment is a pivotal factor in an 
individual's decision-making process when committing their financial, temporal, and effort-based resources. This is 
mainly due to the accessibility of crucial experience and knowledge necessary for business management.

The contemporary franchise model shuns the purely financial investor, favoring the entrepreneur with 
aptitude in resource allocation and business management. In this context, franchisors are increasingly exhibiting 
an aversion to capital-only investors, preferring those who invest both capital and effort and operate within the 
guidelines set by the franchise. Accordingly, to access the franchise model, more than mere investment interest is 
needed; entrepreneurial aspiration is paramount. Typically, the investor focuses on capital optimization, while the 
entrepreneur aims for business success. These two focuses, though similar, exert different influences at motivational 
and attitudinal levels.

Thus, franchisors increasingly value relationships with individuals committed to the franchised business model, 
where the entrepreneur's approach is beginning to be recognized for its importance, both by the franchise marketer 
and the franchisor themselves. Key aspects in this valuation include an individual's motivation to select that 
particular business model, the hours they can commit weekly to its management, available financial resources, and 
their management strategy for the business; essentially, individuals keen on both investing and operating.

In conclusion, a deeper exploration of the implications of this paradigm shift for the stakeholders is required. 
Consequently, it's recommended that further studies be conducted that address both the perceived change and its 
impacts on franchisors, franchisees, and franchise marketers.
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