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"We have problems getting people 
into the business because they are 
scared of the ri~k of running their 
own business. 

"A lot of people do not see the 
potential of being a franchisee com
pared with a conventional business 
start-up," he says. 

Malik says that as a franchisee, one 
will buy into an already tested brand
name in the market, complete with 
its own operation manual as well as 
consistent guidance and training from 
the franchisor. · 

"So obviously, the risk is much 
less than starting a business on your 
own," he says. 

In retrospect, Malik says because 
of the lack of awareness, the industry 
has yet to reach its optimal level. In 
other words; there is a lot more room 
for growth. . 

"If we compare Malaysia with · 
Singapore, the latter with a much 
smaller population has about 30,000 
franchisees. Malaysia has about 
6,000," he says. 

intreasing ('i\.,areness 
Nevertheless, Malik says the focus 

on increasing awareness on the 
potential of franchising has already 
being aggressively implemented since 
last year. 

''The Government has a few pro
grammes that were implemented last 
year to attract people, espeCially from 
the lower income group and rural · 
areas, to get into franchising. 

"There is a community franchise 
programme where some of the fran
chise brands set up booths to pro- , 
mote their braildname alongside PNS 
for inquiries and finandal assistance," 
he says. 

The community franchise pro
gramme,launched in October 
2011, has the potential to attract 
RM132.3mil in investment for 1.213 
futUre franchisees. 

Development of franchises by sector 
2010 I 2011 2012 
l Percentage [ Percentage l Percentage 

Sector F'Igure : ("J Figure ! f"J Figure : f"J 
food and beverage 139 31 . 196 34 212 34 
Apparel and 67 15 71 12 ···73 12 
accessories 
Service \, .. . 47 10 62 11 ~ 11 
Education 52 12 69 i - 12 71 11 
Beauty and health 43 9 S8 10 6S 10 

--->--~ 

Retail 13 3 16 3 16 : 3 

Iland 20 . 5 2S 4 26 4 
telecommunications 
Others 66 15 83 14 87 ! 14 
Total 447 100 .. 100 519 100 

Source: Malaysia Franchise Association 
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Currently, Malik says food and 
beverages (F&B) is still the top 
of the franchising industry, com
manding about 35% market share. 
But emerging trends indicate that 
franchising traction is being seen in 
childcare, children's education as well 
as healthcare. 

"Apart from kiosk-type franchising, 
another up-and-coming trend in the 
industry is mobile-franchising such 
as Pro Cleaners where they provide 
mobile cleaning services," he says. 

Trailing behind the F&B segment 
are the apparel and accessory seg
ment with a market share of 12%, 
.service and education both at 11% 
each and beauty and health at 10%. 

In the F&B segment, one of the 
booming sub-segments of this sec
tor is the kopitiam segment. Here. . 
OldTown White Coffee is leading the 
. pack. 

Executive director Clarence D'Silva 
says OldTown is diversifying its res
taurant style to kiosk-type as well as 
more premium style outlets. 

"We can have three types of 
OldTown White Coffee in the same 
mall catering to different markets and . 
lifestyles," he says. -

Apart from that, D'Silva reveals that 
OldTown has switched to Jakim halal 
certification for all its outlets from 
certification by a private body. 

'We want to expand our Muslim 
customer base as in ·the past, 80% of 
our customers were non-Muslims. 
Ultimately, we want to captUre the 

dominant Malay market in Malaysia. 
"In order to be in compliance 

with jakim, we need more Muslim 
employees and we plan to recruit 
more locals," he says. , 

D'Silva says OldTown also plans to 
attract more bumiputra franchisees. 

"In fact, we are targeting 50% of our 
new franchisees to be bumiputras," 
he says. 

In terms of growth in the number 
of outlets, D'Silva is confident the . 
franchise chain will add 20 more out
lets this year. 

"We will end up having a total 
of 200 outlets in Malaysia, lOin· 
Singapore, 11 in Indonesia and four in 
China," he says. 

Another F&B franchise com-
pany Chaswood Resources Holdings 
Ltd, listed in the Singapore stock 
exchange, carries in its portfolio 
brandnames such as T.G.I. Friday's, 
Watamijapanese Casual Restaurant, 
Italiannies, The Apartment Restaurant 
& Bar, Teh Tarik Place, Laundry, . 
Republic and Malones Irish Bar & 
Restaurant. 

It plans to.expand its footprint 
regionally with its specialty restau
rants. 

"We were listed in March, hence 
we're still young. Our next goal is to 
get into the main board. 

"We have already established 
otirse)Yes in Malaysia. Now I am 
looking at Singapore, Thailand 
and Indonesia," managing director 
Andrew Reddy says. 

Strong commitment: Malik says the relationship between a franchisor 
and franchisee is just like a marriage. 

Taking up a franchise 
is no plain sailing 
ALTHOUGH starting a franchis
ing business may seem easy as 
it is all in a template, the real 
hard work begins when the 
business is up and running. It 
takes a lot of effort to sustain 
and ultimately make a profit . 
out of it. 

Malaysian Franchise 
Association chairman Abdul 
Malik Abdullah says the rela
tionship between a franchisor 
and franchisee is just like a mar
riage' at the early stage it could 
all be rosy and beautiful. 

"I mean, when a person has 
the money, almost anybody can 
start a franchise business. But 
the real action and hard work . 
begin when the business is up 
and running.· 

"A franchisee'must take the 
franchisor as a 'guru' as the lat
ter has been doing this for many 
years," he says. 

Abdul Malik is also the 
owner of DTandoor Food 
Industries Sdn Bhd, the fran
chisor for DTandoor Malaysian 
Restaurant, established about 20 
years ago. 

DTandoOr Malaysian 
Restaurant is the largest North 
Indian restaurant chain in the 
country with 15 outlets and is 
also the first North Indian food 
franchise in Malaysia. 

As a rule of thumb, Abdul 
Malik says, there is no short-cut 
in the franchising business and . 
oI1e needs to really adhere to the 
operation manuals and guide
lines given by the franchisor. 
. ~'For example, let's say that a 

restaurant needs five staff 
members, but the franchisee 
downgrades that to three due 
to low volume of customers 
- then this is already a wrong 
approach. . 

"An increase in volume ,could 
be sudden and unexpected and 
when that happens, the owner 
will have a hard time looking for 
extra staff to work. 

''This is crudal espedally for 
any newly-open place because 
bad news can spread like wild 
fire," he says. . 

Abdul Malik also cautions 
against some franchisees seek
ing cheaper suppliers for raw 
materials, rather than the ones 
recommended by the franchisor, 
to cut cost. 

"Again this is not advisable 
as the franchisor must have 
valid reasons to recommend 
the suppliers that could provide 
the consistency in raw material 
quality and reliability," he says. 

Financially, Abdul Malik 
advises that a franchisee must 
have extra cash of about 20% 
from the total initial capital 
investment as the rolling capital 
for the next six months. 

In ensuring that a franchisee 
complies with all the require
ments, OldTown Bhd executive 
director Clarence D'Silva says 
tne company actually assigns a 
field consultant. 

"We also send a secret shop
per on a quarterly basis to each 
outlet to assess the quality of 
service and food from the point 
of view of a customer. 

"Thirdly, we have an operat
ing evaluation system, con
ducted by our quality assurance 
people. If tile franchisee fails, 
we would discuss with him on 
how to actually improve the 
situation. . 

"For a franchise brandname, 
what is important is to maintain 
consistency across the board," 
he says. 

For Chaswood Resources 
Holdings Ltd, which operates 
both as franchisors and fran
chisees a number of casual din
ing outlets, research and devel
opment (R&D) is important. · 

"As a franchisor we set the 
systems as well as continuous 
R&D and guidance, and the fran
chisee gets that for a fee. 

"It's a step up in the right 
direction instead of making 
trial and error on your own," 
says managing director Andrew 
Reddy. 

As a franchisee to a number 
of international brands such 
as T.GJ Friday's, Reddy admits 
that he had to really learn to 
do things according to the fran
chisors. 

"I· started to learn their (TGIF) 
way, and I learnt the japanese. 
(watami) way. It's quite thor
ough. I'm not afraid to say I have 
learnt something new. That's 
why I love both elements. I learn 
franchising models and then 
I use that knowlegde for our 
homegrown brands," he says. 
- By Sharidan M. Ali 
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