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1 The main advantages to a business are:
e The franchisee has a greater chance of success as it sells a well-known product/service, whereas a sole
trader has to build its image from scratch.
e The franchisor may provide some support to the franchisee by providing advice and training. On the other

hand, a sole trader is the sole owner but may hire some employees. Any sort of additional training may be
too costly for a sole trader.

e The franchisor may contribute funds or do some advertising at national level, reducing the franchisee’s
costs, but a sole trader has to bear all the costs themselves.

e Itis easier for a franchisee to gain loans from a bank, as the business is seen to be low risk. A sole trader,
however, often has to rely on personal savings.

2 The challenges that may be faced by a McDonald’s franchisee are:
e The franchisee will have to pay a license fee and possibly a percentage of the revenue to the franchisor.
e The initial costs of setting up a franchise business may be high.
e The franchisee will not have full control over how he can run his business as he will have to follow the
controls set by the franchisor.

3 Some of the advantages to McDonald’s of expanding by offering its franchises are:

e There is a greater chance of success in expanding this way, as the franchisee will work hard as they have
invested in the business.

e |tis a cost-effective way to expand as the franchisee also contributes capital.
e The franchisor will receive additional income in the form of ongoing fees paid by franchisees.
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4 The role of McDonald’s suppliers is to:
e provide quality and timely supplies to McDonald’s outlets.
e provide the supplies at a reasonable cost to McDonald’s as this will have a direct impact on

McDonalds’ profits.

Suppliers are important stakeholders having an impact on McDonald’s performance as well as being impacted

by its success. The importance of the suppliers carrying out their role is:

e assurance that McDonald’s outlets can make products of high and consistent quality leading to good sales

e reasonable costs for McDonald’s and if sales are good then McDonald’s can have good profits.

e if McDonald’s makes good profit, then they can pay their suppliers on time and continue to engage them
in the future, benefitting the suppliers as well.




