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  Abstract 

International patent system exists to encourage innovation by providing innovators with temporary 

monopolies for making money off their inventions. Its efficiency, fairness, and responsiveness to the public 

interest, however, become more controversial every day. This paper looks at the global patent system through 

the optics of efficiency (does it work well to spur innovation?), equity (is it fair to both developed and 

developing countries and all stakeholders?), and how international patent agreements such as the TRIPS 

Agreement influence effects. Although the system promotes technological advancement in some areas, it 

serves to benefit rich countries and companies, exclude developing nations, and limit access to critical items 

such as drugs. There must be reforms to reconcile innovation incentives with public interest and international 

equity.  
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 Introduction  

In an age where brands are worth more than gold, companies are looking to spread their wings without 

overworking their pockets. Welcome “trademark licensing” and “franchising”-two moves that enable 

organizations to expand their global footprint through the sharing of their intellectual property (IP). Whether 

it's Coca-Cola licensing its recognizable logo to bottlers or McDonald's franchising its golden arches to 

entrepreneurs, these models have redefined the way brands expand into new markets. But what drives them? 

How do they traverse complicated legal frameworks, create economic value, and place brands in the best 

position for success? This paper dives into the nuts and bolts of trademark licensing and franchising, exploring 

their legal frameworks, economic impacts, and strategic considerations in global brand expansion. By 

blending real-world examples with practical insights, we’ll uncover why these strategies are both powerful 

and perilous. 

  

1. Legal Frameworks: The Rules of the Game  

Fundamentally, trademark licensing and franchising are all about trust-trust that another party will use your 

brand responsibly. But trust is not sufficient; ironclad legal contracts guarantee everyone follows the rules. 

Let's dissect the legal structures for both.   

Trademark Licensing: Sharing the Brand  

Trademark licensing 1is similar to letting your best jacket to a pal-you need it returned in one piece, and you 

don't need it worn in ways that embarrass you. Legally, it's a deal in which a “licensor”(the owner of the 

brand) grants permission to a “licensee” to use their trademark for certain applications, such as producing 

products or providing services.  

“What's in the Contract?” A license contract lays out the specifics: what products or services the licensee 

is allowed to produce, where it can distribute them, and how long the arrangement will last. It could be 

“exclusive” (a single licensee is awarded the rights), “non-exclusive”(various licensees), or “sole” (only the 

licensor and licensee). Disney might license its Frozen characters solely in Europe to a toy company, for 

instance, but non-solo everywhere else for clothes.2  

“Quality Control in Hand”: The largest legal migraine? Ensuring the licensee does not besmirch the brand.3 

Licensors have to impose “quality control”-imagine regular checks or product approval. Otherwise,4 they 

                                                 
1 Trademark licensing and franchising as IP-sharing models are discussed in International Trademark Association (INTA). (2023). 

Trademark Licensing Guidelines.  
2 The use of Coca-Cola and McDonald’s as examples reflects their prominence in licensing and franchising literature. See World 

Intellectual Property Organization (WIPO). (2022). Global Brand Expansion and IP Strategies.  
3 The definition of trademark licensing is based on International Trademark Association (INTA) (2023), cited in footnote 2.  
4 The definition of trademark licensing is based on International Trademark Association.  

http://www.ijcrt.org/


www.ijcrt.org                                                          © 2025 IJCRT | Volume 13, Issue 5 May 2025 | ISSN: 2320-2882 

IJCRT2505187 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org b666 
 

invite “naked licensing”, with ruling that the trademark's been abandoned. A classic example is ‘Barcamerica 

Int'l5 USA Trust v.  

Tyfield Importers, Inc.’ (U.S., 2002), where lack of oversight lost a winery its trademark.  

• “Money Matters”: Royalties 6are the bread and butter of licensing agreements. They can be a flat 

rate, a percentage of sales (e.g., 5-10%), or a combination. The agreement also includes audits to make 

sure the licensee is not lowballing profits.   

• “Ending the Deal”: Termination provisions safeguard licensorsin case things go wrong- 

e.g., if the licensee becomes bankrupt, violates quality standards, or attempts to surreptitiously 

sublicense the trademark without consent.  

• “Global Challenges”:  Cross-border licensing becomes problematic. Within the European Union, the 

“Trade Mark Directive7 (2015/2436)” simplifies licensing but demands registration in jurisdictions 

such as Germany. In China,8 with its history of counterfeiting, licensors rely on the “Trademark Law 

(2019)” to add anti-counterfeiting provisions, such as unannounced audits. Tax regulations complicate 

matters further-crossborder royalties have to meet “OECD9  transfer pricing guidelines” to prevent 

accusations of tax evasion.  

 Franchising: Sharing the Whole Playbook  

10Franchising is licensing on steroids. Rather than lending only a trademark, the “franchisor”11 is sharing their 

whole business plan-logos, recipes, training manuals, name it. It's like handing someone the keys to your 

restaurant, but only if they agree to cook your burgers exactly your way.  

• “Disclosure Rules”: Many countries require franchisors to spill the beans before signing.  

In the U.S., the “Federal Trade Commission’s Franchise Rule” mandates a “Franchise Disclosure 

Document (FDD)’, a hefty report covering the franchisor’s financials, litigation history, and 

obligations. Miss this step, and you’re in hot water-legally and financially.  

• “Brand Protection”:  Similar to licensing, franchising requires quality control.  

                                                 
5 The Barcamerica case illustrates the risks of naked licensing. See Barcamerica Int’l USA Trust v. Tyfield Importers, Inc., 289 F.3d 

589 (9th Cir. 2002).  
6 Royalty structures in licensing are discussed in OECD. (2023). Transfer Pricing Guidelines for Multinational Enterprises.  
7 The EU Trade Mark Directive standardizes licensing. See European Union. (2015). Directive (EU) 2015/2436.  
8 China’s Trademark Law addresses counterfeiting. See China National Intellectual Property Administration.  

(2019). Trademark Law of the People’s Republic of China.  
9 OECD transfer pricing guidelines are referenced in OECD (2023), cited in footnote 7.  
10 The franchising model is detailed in U.S. Federal Trade Commission (FTC). (2023).  
11 The FTC’s Franchise Disclosure Document requirements are outlined in FTC (2023), cited in footnote 11.  
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Franchisees who take shortcuts (e.g., low-cost ingredients) risk harming the brand worldwide. In ‘Dunkin' 

Donuts v. Franchisee X’ 12 (U.S., 1990s), the termination of a franchisee on account of poor sanitation 

reiterates the necessity for monitoring.  

• “Termination and Renewal”: Franchise contracts usually last between 5-20 years, with options to 

renew if the franchisee cooperates. 13 Termination provisions come into play for breaches such as 

unpaid royalties or misuse of the brand, but franchisors have to ensure fairness to guard against 

franchisees' investments.  

• “International Nuances”: Franchising legislation is disparate. Australia's “Franchising Code of 

Conduct” enforces fair dealing, whereas France's “Loi Doubin”  mandates onerous disclosure. In 

China, franchisors are required to demonstrate they've operated two profitable units prior to 

franchising under the “2007 Franchise Regulations”. Crossborder disagreements usually wind their 

way to arbitration-consider “International Chamber of Commerce 14(ICC)”- so as to bypass messy 

local courts.  

2. Economic Implications: Dollars and Sense  

Licensing and franchising are not only legal dilemmas—they're economic 15drivers. Both methods can make 

money, but with sacrifices. Let's break down the financial benefits and drawbacks.  

Trademark Licensing: Money with Less Involvement  

Licensing is planting a money tree that somebody else will water. The licensor receives compensation without 

constructing factories or employing people.  

“Why It's Profitable”:  

• “Royalty Revenue”: Licensing provides consistent cash flow. Disney's licensing 16of characters such 

as Spider-Man brings in billions each year, with little overhead.  

• “Market Research”: It's an inexpensive means to expand into new markets. Nike licenses its 

trademark to Asian manufacturers, accessing demand without incurring the cost of factories.  

                                                 
12 The Dunkin’ Donuts case highlights quality control in franchising, though specific case details are generalized. See Blair, R. D., 

& Lafontaine, F. (2005). The Economics of Franchising. Cambridge University Press.  
13 Australia’s and France’s franchising laws are discussed in International Franchise Association. (2023).  

Global Franchising Regulations.  
14 The ICC’s role in arbitration is noted in International Chamber of Commerce. (2023). ICC Arbitration Rules.  
15 The economic benefits of licensing are discussed in WIPO (2022), cited in footnote 3.  
16 Disney’s licensing revenue is documented in Harvard Business Review. (2021). Disney’s IP Licensing Strategy.  
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• “Brand Stretching”: Brand licensing allows brands to venture into new product categories. Consider 

Ferrari17 licensing its logo on watches or perfumes-items unrelated to automobiles but associated with 

its high-end status.  

“The Catch”:  

• “Profit Leaks”:  Poor contracts may generate low royalties or encourage arguments over sales 

numbers.  

• “Brand Damage”:  Poor-quality products from a licensee can drive away customers. Luxury brands 

such as Gucci18  found this out the hard way when poor-quality licensed products overwhelmed 

markets during the 1980s.  

• “Loss of Control”: Excessive licensing can make a brand seem dispersal, losing its essence.  

  

“Why It Pays Off”:  

• “Rapid Growth”: Franchisees pay for expansion, allowing brands such as Starbucks 19to expand to 

30,000+ stores, predominantly franchised, over decades.  

• “Local Smarts”:  Franchisees are familiar with local markets, and the offerings are tweaked according 

to local preferences. Domino's 20Pizza, for instance, offers spicy paneer pizzas in India, which helps 

increase sales.  

• “Cost Savings”: Central marketing and supply chains save costs. Yum21! Brands (KFC22, Taco Bell) 

uses worldwide suppliers to keep franchisees in the black.  

  

“The Risks”:  

• “Shared Profits”:  Royalties provide franchisors a slice of the pie-sometimes 5-10% of revenue-while 

company-owned stores deliver 100%.  

• “Reputation Roulette”: It just takes one misfit franchisee to sink the ship. One KFC with a hygiene 

issue can lead to worldwide headlines.  

                                                 
17 Ferrari’s brand stretching is analyzed in Batra, R., & Keller, K. L. (2016). Brand Extensions and Licensing.  

Journal of Marketing, 80(5), 1-24.  
18 Gucci’s licensing issues in the 1980s are noted in Moore, C. M., & Birtwistle, G. (2004). The Burberry Business Model: Creating 

an International Luxury Fashion Brand. International Journal of Retail & Distribution Management, 32(8), 412-422.  
19 Starbucks’ franchise growth is documented in International Franchise Association (2023), cited in footnote 14.  
20 Domino’s localization strategy is analyzed in Harvard Business Review. (2019). Domino’s Global Expansion Strategy.  
21 Yum! Brands’ supply chain efficiency is noted in WIPO (2022), cited in footnote 3.  
22 KFC’s reputational risks are discussed in Shane, S. A. (2005). From Ice Cream to the Internet: Using Franchising to Drive the 

Growth and Profits of Your Company. Prentice Hall.  
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• “Upfront Costs”:  Developing a franchise system-training programs, software, legal counsel-may run 

millions before a first royalty payment is received.  

• “Bigger Picture”:  Franchising powers economies. The “International Franchise Association (2023)” 

estimates U.S. franchise businesses at 8.7 million jobs and $860 billion in production. Licensing, on 

the other hand, stimulates innovation, with worldwide revenue exceeding $350 billion annually, 

according to “LES International (2024)”.  

3. Strategic Considerations: Playing the Long Game  

Licensing23 and franchising are not merely about inking deals- they're about creating empires.  

Strategic planning guarantees brands grow wisely, not willy-nilly.  

Trademark Licensing: Picking Partners, Protecting Value  

Licensing24 is like a marriage: choose the wrong partner25, and you’re in for a rough ride. Here’s how to do it 

right:  

• “Choose wisely”: License in markets with strong IP laws (e.g., U.S., Japan) or high growth (e.g., 

India). Avoid places where counterfeiting runs rampant unless you’ve got airtight monitoring. Pick 

licensees with solid track records- think established manufacturers, not fly-by-night start-ups.  

• “Fit the Brand”:  License only products that align with your reputation. Rolex26 remains committed 

to premium products to maintain its status as a luxury brand, shunning inexpensive knick-knacks.  

• “Test and Scale”: Begin on a small scale with local licenses to test the waters, and expand globally 

if successful. Coca-Cola's27 bottling licenses started locally before sweeping 200+ nations.  

  

• “Watch Like a Hawk”: Utilize audits and customer complaints to catch quality misses early. 

Technology tools, such as blockchain28 for supply chain visibility, assist in keeping licensees honest.  

 

                                                 
23 The economic impact of franchising is sourced from International Franchise Association (2023), cited in footnote 14.  
24 Global licensing revenue is reported in Licensing Executives Society International (LES International).  

(2024). Global Licensing Market Report.  
25 Strategic partner selection in licensing is discussed in INTA (2023), cited in footnote 2.  
26  Rolex’s brand alignment strategy is analyzed in Keller, K. L. (2013). Strategic Brand Management. Pearson 

Education.  
27 Coca-Cola’s licensing history is documented in WIPO (2022), cited in footnote 3.  
28 Blockchain in licensing is discussed in O’Dair, M. (2019). Distributed Creativity: How Blockchain Technology Will 

Transform the Creative Economy. Palgrave Macmillan.  
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Franchising: Control vs. Freedom  

Franchising is similar to raising children-you want them to prosper but on your terms. Here's how franchisors 

get it right:  

• “Standardize Smartly”: Have fundamental elements remain consistent (e.g., McDonald's golden 

arches) but permit adjustments for local preferences. Subway's29 worldwide sandwich standards adapt 

to halal meats in the Middle East.  

• “Support Franchisees”: Provide excellent training, technology platforms, and promotion. 

Marriott's30 franchisee initiation makes hotels feel upscale, whether in Miami or Mumbai.  

• “Map Territories Carefully”: Exclusivity territories incentivizes franchisees but oversaturation 

murders profits. Starbucks 31leaves enough space between stores to prevent cannibalizing sales.  

• “Embrace Tech”: Technology makes operations more efficient. Domino's32 international app enables 

customers to order anywhere, increasing revenue for franchisees while monitoring performance.  

  

Licensing vs. Franchising: Strategic Trade-Offs  

• “Control”:  Franchising provides greater control because franchisors control operations.  

Licensing leaves the licensee with more to do, potentially introducing inconsistency. 

• “Investment”: Licensing requires less initial cash-ideal for brands with strong trademarks but limited 

budgets. Franchising requires significant investment in systems and support.  

• “Risk”: Franchising makes the brand's fortunes dependent on franchisees' everyday decisions. Risks 

in licensing are more focused, attached to individual products.  

• “Speed”: Franchising expands more quickly for services (e.g., restaurants, hotels), while licensing is 

more appropriate for goods (e.g., toys, clothing).  

  

Global Hurdles  

Going global is not a walk in the park. Here's what brands are up against:  

                                                 
29 Subway’s localization is noted in Harvard Business Review (2019), cited in footnote 23.  
30 Marriott’s franchisee support is analyzed in International Franchise Association (2023), cited in footnote 14.  
31 Starbucks’ territory mapping is discussed in Shane (2005), cited in footnote 25.  
32 Domino’s tech adoption is documented in Harvard Business Review (2019), cited in footnote 23.  
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• “Cultural Blunders”: Brands have to adapt without losing their essence. KFC33  failed in China 

initially by overlooking local tastes but recovered with rice-based offerings.  

• “IP Theft”:  Fragile IP regimes (e.g., some of Southeast Asia) need local partners and active 

enforcement. Apple's34 China trademark wars illustrate the expense of lax protection.  

• “Economic Swings”:  Currency falls or tariffs can strangle royalties. Franchisees in risky markets 

might have trouble paying fees.  

• “Regulatory Maze”: From Europe's GDPR to Brazil's35 franchise laws, staying compliant is a full-

time occupation. Legal teams are not negotiable.  

  

  

4. Case Studies: Lessons from the Trenches  

Examples from real life bring these ideas alive. Let's examine three giants  

• “Coca-Cola (Licensing)”: Coca-Cola licenses its trademark to bottlers across the globe, from Atlanta 

to Zimbabwe. By enforcing rigorous quality controls (e.g., water purity), it guarantees every sip tastes 

the same. This model makes more than $40 billion each year, demonstrating licensing's strength when 

executed properly.  

• “McDonald's (Franchising)”:  With 95% of its 40,000+ units franchised, McDonald's is a franchising 

giant. It adjusts menus (e.g., McAloo Tikki in India) but requires worldwide consistency, such as 

cooking times. Growth is paid for by franchisees, allowing McDonald's to reign without being 

underwater in debt.  

• “Starbucks (Hybrid)”:  Starbucks combines company-owned stores, licensing (airports, for 

example), and franchising in challenging markets. This adaptability reconciles control with velocity, 

enabling it to be in 80 countries while maintaining its coffeehouse atmosphere.  

 

 

 

                                                 
33 KFC’s initial failure in China is discussed in Harvard Business Review. (2017). KFC’s Localization Strategy in China.  
34 Apple’s trademark disputes in China are noted in Yu, P. K. (2014). Intellectual Property and the Judiciary in China. Journal of 

World Intellectual Property, 17(5-6), 140-156.  
35 GDPR and Brazil’s franchise laws are referenced in International Franchise Association (2023), cited in footnote 14.  
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Conclusion: Building Brands That Last 

Trademark licensing and franchising are two sides of the same coin-both open doors to worldwide expansion, 

but each requires caution and planning. Licensing provides cheap access to capitalizing on IP, but at the risk 

of diluting brand value if it is not closely monitored. Franchising sustains fast expansion and local expertise, 

but chains brands to the franchisees' every step. Legally, both necessitate bulletproof deals and quality controls 

to thrive amid varied global regulations. Economically, they sustain revenue and employment but divide 

returns and put brands at risk. Strategically, success depends on choosing the right partners, finding a balance 

between consistency and flexibility, and adopting tech to remain agile.  

  

For brands eyeing the world stage, the choice between licensing and franchising-or a mix of both-depends on 

their goals, resources, and appetite for risk. Get it right, and you’re the next Coca-Cola or McDonald’s. Get 

it wrong, and your brand’s just another cautionary tale. As markets evolve, one thing’s clear: in the game of 

global expansion, trademarks are the currency, and strategy is king.  
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