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Abstract 
 
The abysmal problem hindering India today is the credibility and 
viability of micro finance in rural sector. Gender discrimination, rural 
poverty are undermining the potential of micro finance and translating 
growth into dispersion of human development. The underlying poverty 
in India has galloped the dreams of many in the nation. Non-
availability of credit has been a critical constraint in the efforts of poor 
people of our country to achieve economic self-reliance. One way of 
removing it from a basic level could be support given to people via 
micro finance, Continuing to it one more terminology have started 
working along with micro finance which is micro franchising where 
the term micro-franchising refers to a business model where a micro-
entrepreneur, the micro-franchisee, takes over all customer-facing 
activities in selling a product or service while most important non-
customer-facing activities—manufacturing of a product or back-end 
services are provided by a large enterprise, the franchisor. The idea is 
that the very low cost base of micro-entrepreneurs allows them to 
operate profitably in markets in which traditional sales channels of the 
franchisor cannot operate profitably due to high fixed costs. 

 
 

1. Introduction 
Microcredit has always been a brilliant, business based; partial solution to economic 
empowerment of many people in the nation and one of the more recent mechanisms to 
foster entrepreneurship is Micro-Franchising. This paper examines the potential and 
critical evaluation of micro franchising as a tool for economic development in India. 

The deepest problem plaguing India today is the human development legacy. 
Pervasive economic inequalities blended with no access to economic resources are 
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undermining the potential for translating growth into human development. The most 
alarming implication is that rural people get more and more marginalized in the 
struggle for survival even among those living in poverty where resources are unevenly 
distributed. While extreme poverty has gone down in the last decades, it is still a very 
serious problem in many parts of the world. Inclusion of country people in main stream 
economy promises to bring both financial sufficiency and independence but non-
availability of credit has been a critical constraint in the efforts of our country to 
achieve economic self-reliance. Microcredit has been acknowledged the world over as 
a brilliant, enterprise-based, partial solution to economic empowerment of financially 
excluded, and it has certainly been able to address issues of their financial inclusion 
and poverty alleviation to a large extent yet the search for effective 

Economic empowerment strategies are far from over. Micro Franchising is one 
such strategy that is currently being researched and tested for its efficacy in 
contributing to economic self-reliance among financially excluded. This paper 
examines the role and potential of micro franchising as a tool for financial inclusion. 

The concept of micro-franchising suggests that a proven business model is 
replicated under a common brand using well-defined processes in multiple 
independent outlets. Independently owned and run outlets prove to be a win-win 
proposition for the franchisor also as he retains control over brand, product offering, 
supply chain and processes of the franchising system. The micro-franchising model 
brings the advantage of both traditional and modern by offering business model in 
newer locations without large capital expenditures, while, on the other hand, 
entrepreneurs utilizing a proven business model by licensing it.  

Micro-franchising covers most of the short comings of traditional franchising 
concepts .It gives large enterprises access to markets that they would not be able to tap 
into themselves due to their cost structure .In traditional franchising, franchisors usu-
ally could in theory easily set up and operate franchises profitably on their own as well. 
The fact that they choose a franchising model is not necessarily driven by their 
inability to operate profitably in some markets, but rather a management decision 
about core competencies or capital expenditure requirements. Also, micro-franchising 
provide employment and entrepreneurship opportunities to underprivileged people, 
mainly in developing countries. Traditional franchising lacks this social purpose. 

 
 

2. Existing Players in India 
In Assam, the largest of India’s poor and predominantly rural north-eastern states, 
micro-entrepreneurs equipped with a net book, wireless internet access and a 
fingerprint scanner provide basic banking services to villagers, who would otherwise 
need to travel for hours to the next bank branch. Drishtee, a social enterprise, trains the 
entrepreneurs, provides the equipment and the processes in cooperation with a large 
Indian bank. 

More than 45,000 women throughout India sell Hindustan Lever’s soaps and 
shampoo in their local villages in a franchise-like model named “Project Shakti”. 
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Hindustan Lever, Unilever’s Indian subsidiary, provides training in selling, commerce 
and accounting to empower these women to become micro-entrepreneurs. 

 
 

3. Infrastructural Requirements for Micro-franchising 
Once a suitable business for micro-franchising has been identified, a potential micro-
franchisor needs to set up and provide the following infrastructure and services: 

Training and development of entrepreneurs: The entrepreneurs need to be 
educated about managing their new business efficiently, the products and services that 
they are supposed to sell, the methods to sell them and the commission or margin they 
earn on them. Furthermore, they need to be trained in how to operate their equipment, 
how the supply chain processes work and how to use the franchisor’s process 
interfaces. 

Strict Compliance with Standards: As the micro-franchising can only be 
successful if product and processes are highly standardized, all micro-entrepreneurs 
should be equipped with the same standardized equipment that integrates well into the 
standardized processes that are provided. 

Financial Assistance: Most potential micro-franchisees do not have sufficient 
financial resources to afford even the small capital expenditures that a micro-franchise 
requires. Therefore, the franchisor must provide either micro-financing or some sort of 
a micro-consignment system. 

Supply chain Assistance: An efficient distribution network that regularly delivers 
directly to the entrepreneur’s doorstep is essential for trading of the physical goods. 
Also for services-business, the franchisor must provide a simple and efficient 
standardized interface that the franchisee can use for transactions/service delivery. 

 
 

4. Factors to be Considered for Identifying the Appropriate Business 
for Micro-franchising 

In order to determine whether a business would be suitable for micro-franchising, we 
have identified several criteria in three categories: business model characteristics, 
markets characteristics and characteristics of the products or services offered. 

Optimum business model: A micro-entrepreneur can take over the customer-
facing activities or otherwise depending upon the CapEx and OpEx needed by a given 
model. The micro-entrepreneur learns to manage working capital while building upon 
the back-end infrastructure provided. 

Suitable Market: Micro-franchising works best for markets having an access 
problem for the product or service in question. This means that the alternative to using 
the micro-franchise product or service should be sufficiently inferior or more 
expensive.  

Suitable products and services: Products and services that can be sold via micro-
franchising must be highly standardized and as simple to explain, sell and use.  
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Recurring Demand: The demand for the product or service must be recurring and, 
of course, sufficiently strong.  

Competitive pricing: The product must be priced competitively to attract 
customers.  

Promising Margins: The achievable margin must be large enough to motivate the 
micro-entrepreneur. 

Key factors to ensure success of operating the micro-franchising business in a 
sustainable way for both the franchisor and the franchisee  

Bigger Business- Better Revenues: The micro-franchisor can ensure better 
margins from micro franchising by gaining access to multiple micro-franchise business 
models that are provided by a single company with a common set of processes and 
interfaces. This can be done best by employing an intermediary between the micro-
franchisor and the franchisee that aggregates the interfaces/processes of multiple 
micro-franchising businesses for both sides. Franchisors may increase their franchisee 
base by employing an intermediary who provides access to many more micro-
entrepreneurs than the franchisor could attract to a micro-franchising ecosystem with 
only his company’s offerings. 

 Sustainable commission structure: The margin (revenue) structure must allow 
the micro-entrepreneur to cover OpEx, loan payments and sustainability of the family. 
A sustainable commission structure provides a good balance between high revenues 
from initial customer acquisition and recurring commissions from usage-based feed. 
The goal is to motivate the franchisee in the beginning, allows him or her to repay any 
loans and at the same time to guarantee a sustainable long-time revenue stream. 

 Brand Building and Consistency: The success of new franchisees depends 
largely on the franchisor’s brand awareness and the credibility of the brand. Since the 
franchisor rarely sees the “end product” at the customer-facing side, it is difficult to 
recognize defects and low quality service. If quality controls are insufficient, the 
franchisor could permanently ruin its reputation among a group of potential future 
customers if it allows its franchisees to deliver low quality output for an extended time. 

Power of local partner and local knowledge: Stakeholders from the whole 
village need to be involved and convinced to make the new franchise a success. The 
micro-entrepreneur coming from a low social class or a social group that is not usually 
running a business make local presence and local knowledge a key success factor for 
the franchisor. Furthermore, regulation may differ significantly between villages, 
which often prevents exact replication of business models in other regions and makes 
further changes necessary. Local knowledge is essential for understanding and 
mitigating these differences. 

Alphapreneurs: Alphapreneurs is the entrepreneur selected with care and 
diligence for the micro franchising. Good candidates must have passion for the 
business, ablity to create the market for their product or service. Experience has shown 
that people from a medium income group often fulfil these criteria best. 
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Change Masters: As the environment in developing countries is unpredictable and 
may change quickly, the micro-franchisor must be ready to constantly adapt the system 
and processes to match unforeseen conditions.  

Focus on simplicity and efficiency: Complex business models or processes need 
extensive training that is prohibitive for a business that requires low setup costs and 
fast return. Micro franchising business models should always be simple and explicit 
focus must be given to operational improvements once the micro-franchising system 
has grown beyond its initial stage. 

Mutual Trust and less legal fuss: Contracts are often hard to enforce in remote 
areas of developing countries. Franchisees may see fine print in legal documents as a 
sign of mistrust and do not understand them. Therefore, incentivizing micro-
entrepreneurs, and educating them about the incentives, is usually the best method to 
ensure cooperative behaviour.  

 
 

5. Conclusion 
The paper thus discusses the eminent role of microcredit and micro franchising. It also 
emphasises on the fact that an aptitude search is needed in villages to indentify 
entrepreneur skill set. We also acknowledge the fact that implementation of this model 
will see a shift from agriculture to purely “turnkey business” propositions. 

The concept of Micro-franchising for developing countries can be a boon to 
provide for employment to a large population and add to the development of 
individuals and country. 
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