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ABSTRACT 

Franchising is one of the growing trends in the business industry in the Philippines. It is not a 

business per se but fundamentally a marketing concept- an innovative method and radical 

approach of distributing products and services. As a multifaceted form of entrepreneurship, the 

growth and survival of franchising are rather distant from entrepreneurship as a rapidly growing 

form of business in several countries in the world. Franchising is a continuing relationship 

where the franchisor provides license privilege to do business and assets in organizing 

training, merchandising and management in return for a consideration from the franchisee. 

 

This research determined the effectiveness of food cart franchising in Batangas City. More 

specifically, described the business profile of the existing food cart franchise business in terms 

of location, years of existence in market, number of staff and average sales per month; to 

determine the business operations in terms of marketing operation, management operation and 

financial operation; determined the effectiveness of franchising as a strategy; tested the 

significant difference on the effectiveness of franchising when grouped according to business 

profile and proposed strategies to enhance food cart franchising in Batangas City. 

 

The researchers used descriptive method with 157 franchise food cart owners as respondents 

and adopted survey questions that further enhanced as the major tool for data gathering. The data 

would also be treated using PASW version 18 to further analyze the result using 0.05 alpha 

levels. In light of the findings, the following conclusions were drawn: Most of the franchise food 

cart businesses were located inside the school, operated within one to three years having one to 

three staffs/employees only and had an earning of Php 30, 000 per month; the management of 

food cart businesses in Batangas City agreed in the franchise operation in terms of marketing, 

management and financial operation; franchising as a strategy was perceived as effective by 

the owners; the effectiveness of franchising as a strategy do not differ when grouped according 

to the business profile; a proposed strategies were formulated to enhance the food cart franchising 

business. 

 

It is deemed necessary that management of food cart businesses in Batangas City conduct 

seminars for more profitable and booming business with trained staff/employees that will 

contribute to its success and long term operation. Owners and staff managers must both work 

and cooperate with each other to develop the quality of products and services. Staff with 

improved interaction shall healthy communication, actual presentations and demonstrations of 

products can attract potential customers. With this, a study of similar nature but of different 

setting in relation to effectiveness of franchising may be performed by other researchers. 
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INTRODUCTION 

 

The Philippines is considered the franchising hub of Asia, where franchising has experienced 

phenomenal growth in the past decades. From only about 50 brands in the 1980s, there are now 

1,000 brands franchised in the Philippines (68 percent of them home grown concepts), in five 

principal franchise sectors: fast food; retail clothing; cafes, confectioneries and bakeshops; 

hospitality and wellness; and food carts. Of the entire franchising sector, food brands make 

up 41 percent, service establishments 32 percent, and retail outlets 27 percent.(pretoriape.org, 

2015) 

 

Franchising is one of the growing trends in the business industry in the Philippines. It is not a 

business per se but fundamentally a marketing concept- an innovative method and radical 

approach of distributing products and services. As a multifaceted form of entrepreneurship, the 

growth and survival of franchising are rather distant from entrepreneurship as a rapidly growing 

form of business in several countries in the world. Franchising is a continuing relationship 

where the franchisor provides license privilege to do business and assets in organizing 

training, merchandising and management in return for a consideration from the franchisee. 

(Beredo and Mendoza, 2011) 

 

According to the study of Tan, et. al., (2011), franchising is considered a powerful tool for 

economic development. It creates thousands of enterprises as well as millions of jobs. It also 

helps fuel the growth of entrepreneurship. Samie Lim, chairman emeritus of the Philippine of 

the franchise Association and also a chairman of Francorp Philippines, shares that there are three 

major reasons why franchising works. Furthermore, franchising uses three of the most limited 

resources to expand one’s business. These are other people’s money, time, and other people’s 

organizations for its operation. The franchisee would be the one who would shell out the money 

to open another outlet of the franchisor; and pay all the expenses for its operation. By other 

people’s time franchisee would be managing the business while other people’s network or 

connections would make it easier for the franchisee to run the business. Lim (2014) simply 

describes that a buying a franchise is acquiring a trusted brand with a consistent quality. It 

provides assurance to costumers that they would be getting the same value whenever they 

purchase that brand. Franchising also thrives amid challenging times. Studies show that 

franchising grows even faster during times of recession as it also remains robust despite the 

odds. Franchising also has a 90% success rate compared to traditional retail (or your own 

business) which has only 25% success rate after 10 years of operation. So for non- franchises 

businesses, 75% are not expected to succeed after a decade of operation. 

 

From the article of Philippine daily inquirer Magapayo (2010) states that the safest way for 

first time entrepreneur is to go franchising. In recent years, there has been a significant increase 

in franchise business in the Philippines notably in the food and cart industry. According to the 

Philippines franchise Association (PDA), franchising in the country began in 1980’s, with 

the sector pre dominated mostly by foreign franchise companies. From around 20 foreign and 

local franchises, the sector rapidly grew, with the figure reaching around 1000 by 2008. Looking 

around malls and other commercial centers, home-grown concepts are dominating the local 

franchises with foods and cart businesses leading the pack. Initially, the cart businesses were 

ruled by food and beverages, this day’s even photo printing is offered in carts- carts are 
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getting a new meaning. Still, food makes an impressive 41% in the franchise sectors, service 

establishments 32%, and retail outlets about 27%.(slideshare.net,2014) 

 

Food carts are often found in large cities throughout the world and can be found selling food of 

just about any variety. In Batangas City, it has experienced a boom in the number of food carts. 

It is because the carts are easier to manage and operate. It requires less capital to get a space and 

location including the products. Carts are placed near and inside the school in order for students 

specially professors to purchase their foods/snacks during vacant hours at lower price to save 

more money. Malls and supermarkets are also a great spot to establish food carts because their 

target market is the shoppers. Carts are also place in the sidewalks to facilitate the sale and 

marketing of food on people from local pedestrian areas. Food carts can also place in public 

transport terminals. 

 

The researchers believed that this study will be beneficial to the owners or managers and can be 

basis in improving the quality products or services offered to the young entrepreneurs, this 

research will motivate and be a guide in starting such kind of business, as this will discuss the 

franchise food cart business effectiveness with regards to its management, marketing, and 

financial operations. The study can improve the knowledge and skills as well as to make the 

researchers fully aware on the business of franchised food cart. The future researchers can use 

the study as guide and reference. Another study on a similar subject with other variables can be 

used. 

 

OBJECTIVES OF THE STUDY 
 

This research determined the effectiveness of food cart franchising in Batangas. More specifically, 

described the business profile of the existing food cart franchise business in terms of location, 

years of existence in market, number of staff and average sales per month; to determine the 

business operations in terms of marketing operation, management operation and financial 

operation; determined the effectiveness of franchising as a strategy; tested the significant 

difference on the effectiveness of franchising when grouped according to business profile and 

proposed strategies to enhance food cart franchising in Batangas City. 

 

 

 
REVIEW OF LITERATURE 

Status of Franchising 
Small capital, easy set-up and a good chance of success are just some of the reason why 

Food Cart Business is thriving in the Philippines. If you will look at the market trend today, 

Food cart business is the choice of most aspiring entrepreneurs. A mobile food cart is a business 

where you can start on low capital ranging from P30,000 to a maximum of P300,000. But it 

could be a little lower though, depending on how you will put it up — by franchise or on your 

own. Some companies offer food cart franchise for as low as P10, 000 per package that includes, 

the cart, product, uniform for the crew and training. (foodcartlink.com, 2014) 

Pinoy-entrepreneur.com, 2014 stated that Master Siomai is a food cart business developed by 

Masterrific Foods. The company was established in 1999, started out by supplying processed 

meat products such as Ham, Bacon, Burger Patties, and specially Siomai to hotels, restaurants 
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and market places in Metro Manila and nearby provinces. Their food cart and franchise business 

under the name of Master Siomai started last May 2007. 
 

According to the study of Cuasay (2012), every businessman gives emphasis on their target 

location because everything depends on it. If a businessman/woman had a plan of having a 

large market and has a good sum of capital, businessman must look for a wide accessible place. 

With all these, the number of hired staff and employees should be in this kind of business, 

consumer satisfaction should be the very first priority and everything else lies behind it. 

Selection of the right location for a proposed franchise outlet can mean the difference between 

success and failure and can be crucial factor in whether a franchise will be a moderate or a 

big success. Location theories often claim that the three most important criteria for the success 

of any business are location, location and location! This concept applies to franchised business 

as well. If a business person lacks the knowledge and skill appropriate to the particular business 

field and is also a poor manager, if the franchise is most assuredly on the road to failure. 

The franchise has a good location, however there is a chance the business might succeed 

even in spite of the owner’s shortcomings (Judd and Justis, 2012) 

 

Business Operations 

 

Based from the study of Cuasay (2012), as with any business a company is only as good as its 

employees. Unfortunately, employees are subject to sickness, injury and many other issues that 

keep them away from their jobs. In addition, employees need to be motivated to produce 

desired results. Unmotivated employees lead to a decline in quality work, product consistency 

and productivity. 

 

Managerial inexperience and incompetence account for almost 90% of small business failures. 

These weaknesses of management manifest themselves in several ways, like lack of ability to 

supervise and direct others, lack of capital, an indication of poor financial management, lack 

of stability in sales promotion and sales management techniques, lack of ability to collect bad 

debts and curtail unwise credit policies. 

Machine or equipment is the basic tools to produce goods or to generate services. Selection of 

an appropriate machine not only enhances efficiency but also saves time and increase revenue. 

Tailoring the requirement, availability of spare parts, evaluation of after sales services, substitutes 

and technology and the organization budget are the crucial criteria while purchasing a machine. 

Maintenance and overhauling issues along with its life span also cannot be overlooked. 

Maintenance is the cost of maintaining machines and equipment in good working order, 

including repairs, overhauls and spare parts. Routine maintenance is often the subject of a long-

term contract at a fixed annual fee. 

Many small businesses don't survive beyond their fifth year of operation. There are several 

reasons for this, including inexperienced management. Small business owners must often juggle 

multiple responsibilities, such as employee relations, sales, accounting, customer service, 

inventory, marketing, and advertising. Business owners also need to understand and identify 

unique factors related to their local markets and customer base. Those who wish to take the 

entrepreneurial route with an existing business can go into franchising. These types of 

opportunities may present less risk due to the visibility of a name brand and co-marketing 

support. Licensure may be required for certain types of franchise-based businesses, depending 

upon the jurisdiction and type of operation. (study.com, 2014) 
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The following describes the four P's of marketing: Products are the goods and services that 

your business provides for sale to your target market. When developing a product, you should 

consider quality, design, features, packaging, customer service and any subsequent after-sales 

service. Place is in regards to distribution, location and methods of getting the product to the 

customer. This includes the location of your business, shop front, distributors, logistics and the 

potential use of the internet to sell products directly to consumers. Price concerns the amount 

of money that customers must pay in order to purchase your products. There are a number of 

considerations in relation to price including price setting, discounting, credit and cash purchases 

as well as credit collection. Promotion refers to the act of communicating the benefits and 

value of your product to consumers. It then involves persuading general consumers to become 

customers of your business using methods such as advertising, direct marketing, personal selling 

and sales promotion. (toolkit.smallbiz.nsw.gov.au, 2015) 

 

 

Effectiveness of Franchising 

Franchising has attracted the attention of many over past years and the tough economic 

climate has highlighted its strengths and shown that there is a more secure way to start your own 

business. Its formula of a locally owned and run enterprise, driven by a small business owner, 

with branding, economies of scale and support from the wider network, gives the business a 

far better chance of success. 

According to academia.edu, 2014franchising is a way to grow business operations. Franchising 

allows a business to get its products or services to wider markets through the endeavors with 

the business partners. Franchising has been conquering the world during the past few decades 

without the masses really knowing of its existence. It is a poorly comprehended type of 

business ownership and method to grow existing business. In order to completely understand 

what franchising is all about one really has to closely study the concept and/or throw oneself in 

and experience it first handed. The beauty of franchising is in the win-win situation that both 

parties have in the business; franchisor (owner) who seeks to grow the existing business with 

little financial input and franchisees who are ready to spend the money in order to do a business 

without having to start from scratch. 

The greatest benefit to a franchisee is the reduction in his risk of business failure. As an ethical 

franchisor should have proven the business concept in the marketplace prior to franchising by 

way of a pilot or other trading experience, most of the obvious problems should have been solved 

and, therefore, the risks to a franchisee minimized. It is statistically proven that far fewer 

franchisees fail within the first three years compared to over 90 per cent of other new business 

start-ups. (sellingafranchise.co.uk, 2014) 

Smallbusiness.chron.com, 2014 stated that customers know this and seek out the reliability and 

familiarity of their favorite brands, which have been established over years or decades. 

According to the article of Small Business by Megan Martin the biggest benefit of owning 

a franchise is brand recognition. Most if not all franchises are well- known companies with 

established customer bases. Owning a franchise instead of starting up a new business saves 

you the time and effort of building a reputation and attracting customers. 

According to betheboss.ca, 2014, a franchisor can provide teams of real estate experts, 

advanced site selection software, and years of experience in finding the best sites for their brand. 

Franchisors can provide expert site selection assistance based on their operating experience 

and demographic knowledge. Landlords and developers prefer to deal with someone who has 
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an established track record. This enables franchises owners who are part of an established 

franchise system to obtain prime locations in major malls and other developments that otherwise 

would not be available to them as an independent operator. 

Franchisors provide franchisees with a wide range of help in the areas of administration and 

general operations. The entrepreneur who becomes a franchise owner is instantly armed with 

proven products and production systems; inventory systems; financial and accounting systems; 

and human resources guidelines. Many franchisors also provide management training to new 

franchisees, and ongoing seminar workshops for established owners. (definitions.uslegal.com, 

2014) 

A franchisee can typically buy goods and supplies through the franchisor at a discounted rate 

-- everything from cleaning supplies and uniforms to food products and ingredients. Franchisors 

that purchase products and services for their franchise network have the power to negotiate 

significant volume discounts from vendors and suppliers. The end result is a competitive 

advantage that results in higher operating margins for each franchisee. (franchising.com, 2014) 

Sellingafranchise.co.uk stated that the franchisee has access to quality training and assistance 

to establish his business from day one thereby avoiding many of the pitfalls and mistakes 

of the independent businessman setting up from scratch. The ongoing support  and advice 

from the franchisor  provides  a  valuable  resource for  franchisees often allowing them, 

for example, to do much better in a recession than other businesses. 

 

METHODS 

Research Design 
This research used the descriptive method of research since its intending to determine how 

franchising can be an effective strategy on business. Descriptive design is a study that describes 

the nature of phenomenon. It involves analysis of broad range phenomenon; its result is a 

comprehensive presentation and interpretation of statistically tabulations of data yielded by a 

questionnaire. (Custodio, 2013) 

 

Participants of the Study 

The subjects of the research were the 157 food cart businesses owners in Batangas City but 86 

agreed to answer the questionnaire. These food cart businesses are duly authorized by the 

Department of Trade and Industry and registered in the municipal of Batangas City. 

 

Data Gathering Instrument 

To obtain relevant information from the respondents, a questionnaire adopted from 

Effectiveness of Direct Selling among Business Establishments questionnaire by Custodioet. 

al 2012 was used and this is further enhanced by the researchers. All of the questions were 

constructed in English to reach the respondent’s understanding and it elicited information 

from the respondent in order to meet the required objectives of the study. 
 

The questionnaire consisted of three parts: the first part of the questionnaire is all about the 

business profile which covered the location, years of existence in market, number of 

staff/employees and average sales per month, the second part is the business operations in 

terms of marketing operation, management operation, and financial operation. Last part of 

the constructed questionnaire modified is consists of the Effectiveness of franchising as a 

strategy but a little modification to suit the research at hand. 
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Data Gathering Procedures 

In formulating this topic, the researchers thought suitable topic that fits in the interest in 

order for us to make it comfortable and made a request letter to the office of the city mayor to 

gather all registered food cart businesses in Batangas City. The researchers used adopted 

questionnaire that have elicited information from the respondent in order to meet the required 

objectives of the study. 

Data Analysis 

All needed data were tallied, encoded and interpreted using descriptive and inferential statistics. 

This included frequency distribution, weighted mean and Analysis of Variance (ANOVA). The 

data was treated using PASW version 18 to further analyze the result using 0.05 alpha levels. 

 

 

 

 

RESULTS AND DISCUSSION 

 

 
Table 1 

Percentage Distribution of the Franchise Business Profile  

 

Profile Variables Frequency Percentage (%) 

Location   

Market 3 3.50 

Along the high way 17 19.80 

Near the school 9 10.50 

Inside the mall 24 27.90 

Near bus and other vehicle terminals 6 7.00 

Inside the school 27 31.40 

Existence in the Market   

1 month-1 year 20 23.30 

1-3 years 30 34.90 

4-6years 21 24.40 

7-9 years 10 11.60 

10 years and above 5 5.80 

Number of Staff/Employee   

10 and above 1 1.20 

7-9 3 3.50 

4-6 15 17.40 

1-3 67 77.90 

Average sales per month   

Above Php 50,000 2 2.30 

Php 50,000 7 8.10 

Php 40,000 11 12.80 

Php 30,000 27 31.40 

Php 20,000 25 29.10 

Php 10,000 3 3.50 

below Php 10,000 11 12.80 

 

 

Table 1 shows the percentage distribution of the Franchise Business Profile. In terms of location, 

majority of them were located at inside the school which obtained the highest frequency of 27 

or 31.40 percent. The least number of food cart businesses is located at the market having the 
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frequency of 3 or 3.50 percent. Most franchisors prefer to establish their franchise business 

inside the school because there are a lot of students and teachers that can be their possible target 

market. 

 

According to the study of Cuasay (2012), every businessman gives emphasis on their target 

location because everything depends on it. If a businessman/woman had a plan of having a 

large market and has a good sum of capital, businessman must look for a wide accessible place. 

 

Based on the number of years in the operation, it can be seen from the table that most of the 

franchise business in Batangas City are one to three years with 34.90%. However, twenty-

one or 24.40% business are four to six years in operation. There are twenty franchise businesses 

or 23.30% are operated 1month to one year and ten or 11.60% franchise businesses are 

operated. There are only 5 or 5.80% franchise businesses who operates ten years and above. 

Franchise business went to its most in demand period over the past few years making it 

continuously boom. Therefore, there are several newly put-up food cart business to give 

satisfaction of the society. 

 

This finding also occurs in the study conducted by Cuasay et. al (2012) which result explained 

that most of the respondents were running their bakeshop business for less than three years 

only. It means that the business owners in Batangas City have just started to venture in bakeshop 

business just like the food cart business. 

 

When it comes to the number of staff/employee, it can be gleaned from the table that sixty-

seven or 77.90% of the business have only one to three staffs. There is one or 1.20% of the 

business has ten and above staffs. This means that a franchise business can be operated by a few 

staffs/employees. 

 

According to Norman, Scarbovough, 2013, most franchise owners have minimal number of 

employee because it can help entrepreneurs to hire workers, at the same time, avoid making costly 

hiring mistakes as they build their team of employees. 

 

There were twenty-seven or 31.40% franchise business owners, who revealed that they could gain 

monthly sales of Php 30,000. Twenty-five or 29.10% owners claimed to earn monthly sales of 

Php 20, 000. Eleven or 12.80% owners reputed that they can earn an estimated sale of Php 40, 

000 and other eleven or 12.80% owners revealed that they can earn sales of below Php 10,000. 

The owners got the lowest equivalent which is two or 2.30% are those who earned above Php 

50,000 monthly sales. 
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Table 2.1 

Franchise Business Operations in terms of Marketing Operation 

 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1. Well-equipped and modern 

facilities   
3.36 Agree 3 

2. The placed is accessible to the 

customers  
3.51 Strongly Agree 1 

3.  The price is reasonable and affordable 3.38 Agree 2 

Composite Mean 3.42 Agree  
Legend: 3.50 – 4.00 = Strongly Agree; 2.50 – 3.49 = Agree; 1.50 – 2.49 = Disagree; 1.00 – 149 = Strongly 

Disagree 

 

Table 2.1 presents the franchise business operation in terms of marketing operations. The over-

all composite mean of 3.42 indicates that the business agrees to the marketing operation 

performed in the business. This means that respondents are agreed to operate their business 

through marketing operation in order for them to make the business profitable. The heart of your 

business success lies in its marketing. Most aspects of your business depend on successful 

marketing. Without marketing, your business may offer the best products or services in your 

industry, but none of your potential customers would know about it. Without marketing, sales 

may crash and companies may have to close. (smallbusiness.chron.com, 2015) 

The placed is accessible to the customers obtained the highest mean score of 3.51 and the only 

item assessed as strongly agree. This implies that having an accessible place can catch the attention 

of every customer. According to the study of Cuasay (2012), every businessman gives emphasis 

on their target location because everything depends on it. If a businessman/woman had a plan of 

having a large market and has a good sum of capital, businessman must look for a wide accessible 

place. Selection of the right location for a proposed franchise outlet can mean the difference 

between success and failure and can be crucial factor in whether a franchise will be a moderate or 

a big success. (Judd and Justis, 2012) 
 

On the other hand, the remaining items were rated agree only such as price is reasonable and 

affordable and well-equipped and modern facilities with 3.38 and 3.36 respectively. Although 

price varies depending in the services offered, it can be considered as a success factor in the 

business. This means that the food cart owners agreed that in order for them to have a better 

marketing operation they need to be well-equipped. 

Machine or equipment is the basic tools to produce goods or to generate services. Selection of 

an appropriate machine not only enhances efficiency but also saves time and increase revenue. 

Maintenance and overhauling issues along with its life span also cannot be overlooked (Cuasay, 

et. al., 2012). Demand for your goods will be influenced by the pricing scheme you adopt. 

Logically, affordable meals and beverages will make any food cart business an instant hit. 

(entrepreneur.com.ph, 2013) 
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Table 2.2 

Franchise Business Operations in terms of Management Operation 

 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1. Employs competent and well 

trained employee   
3.48 Agree 1 

2. Provides adequate compensation 

and objectives 
3.26 Agree 4 

      3.  Professionalism and work ethics are 

observed 
3.29 Agree 3 

      4.  Perform proper supervision and 

monitoring 
3.44 Agree 2 

Composite Mean 3.37 Agree  
Legend: 3.50 – 4.00 = Strongly Agree; 2.50 – 3.49 = Agree; 1.50 – 2.49 = Disagree; 1.00 – 149 = Strongly 

Disagree 

 

 

 

Table 2.2 describes the presentation of franchise business operation. In these figure, it shows 

the highest rank to the lowest rank in terms of management operation. As indicated in this 

operation, the respondents agreed that food cart have a composite 3.37. All the items yield high 

means ranging from 3.26 to 3.48 interpreted as “Agree”. 

Among the management operations, the respondents agree that the employees are competent and 

well trained staff with weighted mean of 3.48. Well-trained employees have the skills, 

knowledge or experience that job requires for them to be prepared and to be fit in their specific 

job. It will result to a more improved and better management operation that will result to the 

success of the business. 
 

According to the study of Cuasay (2012), with any business, a company is only as good as its 

employees. Unfortunately, employees are subject to sickness, injury and many other issues that 

keep them away from their jobs. In addition, employees need to be motivated to produce 

desired results. Unmotivated employees lead to decline in quality work, product consistency 

and productivity. 

 

However, the respondents agreed that they observe professionalism and work ethics and 

provides adequate compensation and objectives with weighted mean of 3.29 and 3.26 

respectively. Setting objectives is a specific management tool that creates a target for business 

owners to achieve. Objectives can be company-wide goals, specific to the division or department 

and individual employee expectations. Business owners often use performance management to 

follow up on objectives and measure the company overall achievement effectiveness. (Vitez, 

Ozmond 2015). 

 

Table 2.3 shows the status presentation of franchise business operation. In these figure, it shows 

the highest rank to the lowest rank in terms of financial operation. As indicated in this operation, 
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the respondents agree that franchise business had a composite mean of 3.33. All the items yield 

high means ranging from 3.14 to 3.43 interpreted as agree. Among financial operation, the 

respondents agreed to adequate working capital to sustain the operation with weighted mean 

of 3.43. This implies that adequate working capital to sustain the operation is needed for 

continuing operation of a franchise food cart business and helps to operate the business smoothly 

without any financial problem. 
 

Table 2.3 

Franchise Business Operations in terms of Financial Operation 

 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1. Adequate working capital to sustain 

the operation  
3.43 Agree 1 

2. Maintain up to date financial 

records of the business 
3.34 Agree 3 

      3 Ability of the business to meet short 

and long term obligation 
3.14 Agree 4 

      4.  Ability of business to generate profit 3.41 Agree 2 

Composite Mean 3.33 Agree  

Legend: 3.50 – 4.00 = Strongly Agree; 2.50 – 3.49 = Agree; 1.50 – 2.49 = Disagree; 1.00 – 149 = Strongly 

Disagree 

 

 

 

Riley, Jim 2012 stated that every business needs adequate liquid resources in order to maintain 

day-to-day cash flow. It needs enough cash to pay wages and salaries as they fall due and to pay 

creditors if it is to keep its workforce and ensure its supplies. Maintaining adequate working 

capital is not just important in the short-term. Sufficient liquidity must be maintained in order 

to ensure the survival of the business in the long- term as well. Therefore, when businesses 

make investment decisions they must not only consider the financial outlay involved with 

acquiring the new machine or the new building, but must also take account of the additional 

current assets that are usually involved with any expansion of activity. (tutor2u.neT, 2015) 

In addition, sufficient working capital enables a business concern to make prompt payments and 

hence helps in creating and maintaining goodwill. A firm having adequate working capital, high 

solvency and good credit rating can arrange loans from banks and financial institutions in easy 

and favorable terms. (accountlearning.blogspot.com, 2011) 

The success of a small business depends on its ability to continually earn profits. Profit equals a 

company’s revenues minus expenses. Earning a profit is important to a small business because 

profitability impacts whether a company can secure financing from a bank, attract investors 

to fund its operations and grow its business. (Johnson, Rose, 2015) 

According to Vitez (2015) financial accounts are part of the company’s accounting system. 

Companies often use accounting as a way to keep score. Small businesses often find it 

important to keep score since accurately tracking financial information is the best way to 

determine the effectiveness and efficiency of their operations. Failing to understand or track 

financial information can quickly lead to dangerous business situations, such as low cash flow 
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or the possibility of bankruptcy. Financial accounts can also provide historical records for 

making future business decisions. 

Ability of the business to meet short and long term obligation got the lowest rank with weighted 

mean of 3.14. According to Billie Nordmeyer (2015), a current and long- term liability is a 

central focus of a business owner's financial planning effort. Current liabilities, including debt-

service payments on long-term liabilities, can quickly consume more cash than a company 

generates. Drawing down a company's credit line to meet its debt payments negatively affects 

its short-term liquidity position, which influences the company's future ability to meet its cash 

flow and collateral needs. 

 

 

As seen from table 3, franchising is effective as a strategy which is revealed by the composite 

mean of 3.27. Accessible location is interpreted highly effective and the rest items enumerated 

were interpreted as effective. This means that location is important in every business because 

everything depends on it. It is helpful to have a large market and a good sum of capital. 

 

Table 3 

Effectiveness of Franchising as a Strategy 

 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1. Smaller risk in the capital 3.27 Effective 13 

2. Spend less money 3.23 Effective 15 

3. Efficient marketing 3.05 Effective 18 

4. Fast way to grow business 3.34 Effective 9 

5. Accessible Location 3.52 Highly Effective 1 

6. Availability of funds 3.34 Effective 9 

7. Affordable prices as it would be offered 3.37 Effective 4.5 

8. Create a better impact to potential 

customers of customers 
3.23 Effective 15 

9. Nurtures good relationship with 

customers 
3.47 Effective 2 

10.  Retain and maintain the loyalty of 

customers 
3.37 Effective 4.5 

11.  Efficient work of employee 3.37 Effective 4.5 

12.  More popularity of the store 3.08 Effective 17 

13.  Easily promotes and sell products to 

customers 
3.36 Effective 7 

14.  Provide large amount of sales and 

profit for the company 
3.23 Effective 15 

15.  Easy patronage of products 3.29 Effective 11.5 

16.  Suggestions for product enhancement 

can be obtained easily from customers 
3.00 Effective 19 

17.  Easier purchasing, storing and product 

display systems 
3.37 Effective 4.5 

18.  Maintains a more cost effective labour 3.29 Effective 11.5 
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force 

19.  Reduction of key staff turnover 2.80 Effective 20 

20.  Enhanced productivity levels and 

better quality 
3.34 Effective 9 

Composite Mean 3.27 Effective  
Legend: 3.50 – 4.00 = Highly Effective; 2.50 – 3.49 = Effective; 1.50 – 2.49 = Less Effective; 1.00 – 149 = Not 

Effective 

 

Selection of the right location for a proposed franchise outlet can mean the difference between 

success and failure and can be crucial factor in whether a franchise will be a moderate or a 

big success. Location theories often claim that the three most important criteria for the success 

of any business are location, location and location! This concept applies to franchised business 

as well. If a business person lacks the knowledge and skill appropriate to the particular business 

field and is also a poor manager, If the franchise is most assuredly on the road to failure. The 

franchise has a good location, however there is a chance the business might succeed even 

in spite of the owner’s shortcomings (Judd and Justis, 2012) 

Some items though rated as effective were more popularity of the store results on being effective 

for franchise business though it included in lowest rank, which obtained a weighted mean of 

3.08. In addition, respondents claimed that when they are satisfied on the products and services 

provided to them, they tend to tell other what they have experience. Efficient marketing 

included in least strategy though it obtained effective with weighted mean 3.05. It is one of 

the effective indicators in franchising. In entering business, entrepreneur should consider this 

factor and it is a big help in the progress of the business. 

According to Perreault, et. al., 2009, efficient marketing in an advanced economy is difficult 

because franchisors and customers are often separated in several ways. Exchange between 

franchisors and customers is hampered by spatial separation, separation in time, separation of 

information and values and separation of ownership 

Suggestion for product enhancement can be obtained easily from customers got the rank 19 

with weighted mean of 3.00 verbally interpreted as effective, it is indeed effective enhancing 

the product for the customer because they seek for the needs and satisfaction of the customer, 

through listening and asking for suggestions they intend to obtain it for the improvement and 

better quality of a product, as their target is the customer they need to build more progress 

and be productive on how they present their products for their customers. Some small businesses 

get ideas from customers on ways to standardize components so that it can cut the number of 

different product platforms to reduce costs. (Kerin, et. al, 2013) 

Reduction of key staff turnover got the rank 20 and it was revealed than the weighted mean 

2.80. It became the least effective in the entire indicators because as we all know small franchise 

business usually operate with a minimal employee that’s why they don’t need to make any staff 

turnover. 

High turnover rates can negatively affect a company and its employees in many ways. With the 

constant need to hire and train new employees, it is easy to veer from true mission and vision of 

the organization. By retaining employees, companies can provide a higher caliber workforce that 

positively affects the bottom line. Businesses can lower turnover rates by providing adequate 

training, rewarding employees for a job well done and creating a company culture of trust. (Miki 

Markovich, 2015) 
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Table 4 

Difference of Responses on the Effectiveness of Franchising as a Strategy When Grouped 

According to Profile of the Business 

 

Profile Variables F-value p-value Interpretation 

Location 1.673 0.151 Not Significant 

Existence in the Market 0.300 0.877 Not Significant 

Number of Staff/Employee 0.401 0.807 Not Significant 

Average Sales per Month 3.422 0.005 Significant 
Legend: Significant at p-value < 0.05 

  

 

Table 4 shows the significant difference on the effectiveness of franchising as a strategy for a 

business when grouped according to profile of the business. It was observed that only average 

sales per month shows significant difference since the obtained p-value of 0.005 is less than 

0.05 alpha level. This means that there is a significant difference exists and their assessment 

varies. In addition, the difference was observed from those average sales of below Php 10,000 

differs with those average sales per month were Php 30,000 and Php 20,000. This implies 

with the operation of business because sales is important to improve the efficiency of converting 

prospects into customers. 

 

In any business organization, sale is the department that generates revenue. No matter how 

good your manufacturing operation is, how cutting-edge your technology is, how tight your 

financial goals are or how progressive and forward-thinking your management techniques are, 

you must still have a sales mechanism in place, or everything else is useless. (Leslie 

McClintock, 2015). Without sales, production, accounting, purchasing and management will 

not get a chance to perform their jobs for very long before the cash runs out. Most startup 

forecasts over-estimate sales (revenue) and fail to examine the impact of revenue shortfalls. 

(tucson.com, 2015) 

Table 5 

Proposed Strategies To Enhance The Food Cart Franchising In Batangas City 

Key Result Area Strategies Persons Responsible 

 

Marketing Operation: 

     Well-equipped and modern 

facilities 

 

Maintaining the equipment through 

monthly checking and provide 

proper care of the facilities 

 

Proprietor 

 

Management Operation: 

    Provides adequate compensation 

and objectives 

 

Getting feedback from staff 

 

Proprietor 

 

Financial Operation: 

    Ability of a business to meet 

short and long term obligation 

 

Provide a financial record each year 

where all the transaction is listed 

and sourcing out financial support 

to sustain Business Operation 

 

Proprietor 

 

Strategy: 

    Reduction of key staff over 

 

Provide training to staff/ employees 

to avoid turnover 

 

Proprietor 
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CONCLUSIONS: 

In light of the findings, the following conclusions were drawn: 

1. Most of the franchise food cart businesses were located inside the school, operated within 

one to three years having one to three staffs/employees only and had an earning of Php 30, 

000 per month. 

2. The management of food cart businesses in Batangas City agreed in the franchise 

operation in terms of marketing, management and financial operation. 3. Franchising as a 

strategy was perceived as effective by the owners. 

4. The effectiveness of franchising as a strategy do not differ when grouped according to the 

business profile. 

5. A proposed strategy was formulated to enhance the food cart franchising business. 

 

RECOMMENDATIONS: 

The findings and conclusions of the study became the basis for the researchers to present the 

following recommendations believed to help in finding out the effectiveness of franchising: 

1. Management of franchising businesses in Batangas City may conduct seminars for 

beginners to enhance their marketing skill and capabilities. 

2. Management may conduct proper training to staffs/employees to improve their 

product presentation. 

3. Management may provide promotions and conduct survey on the customer needs for 

them to be satisfied. 

4. A study of similar nature but of different setting in relation to effectiveness of 

franchising may be conducted by other researchers. 
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