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Abstract: The paper analyzes the purposes for establishing franchise relationships, i.e. upstream sectors
differentiate sales departments and other departments so as to reduce operating cost and spread operation
models to a large scale. Upstream sectors can better control downstream sectors and circulate a whole set of
IP-based operation resources. To effectively enter the related markets, downstream sectors pay corresponding
consideration to the upper stream sections and acquire the necessary operation resources, so both sectors can
achieve a win-win result. The paper also analyzes three manifestations of franchise relationships. A whole
set of IP-based operation resources will be circulated between upstream and downstream sectors. A unified
business model will be built, and downstream sectors pay corresponding consideration to upstream sectors.
The paper analyzes the external and internal structure of the unified business model and focuses on internal
structure. Industry characteristics and business categories of internal structure shall be considered. Check
whether upstream sections can well control raw materials or product sources, advertisement, price setting,
operation areas and business and sales categories of downstream sections according to contract contents and
both parties’ performance of the contract. Whether franchise relationships can be established or not lies in the
above purposes and manifestations of upstream and downstream relationships.

Key Words: franchise agreement; purposes of franchise agreement; unified business model
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