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The Flaws in the Validity Determination of Commercial Franchise Contract and Their Correction

Fang Shaokun Liu Peiying
(Law School, Jilin University, Changchun 130012, P.R.China)

Abstract: Franchising has covered more and more industries since it entered into China 40 years ago.
Franchise disputes in judicial practice are becoming more complex and changeable. The Regulations
on the Administration of Commercial Franchise promulgated by the Ministry of Commerce in 2007
and other basic laws and regulations cannot fully adapt to the development of franchise market at
present. The main disputes about the validity of franchise contract are franchisor qualification and
franchisor information disclosure: on the one hand, when franchisor is not an enterprise, the fran-
chise contract is directly deemed invalid; on the other hand, whether the franchisor’s breach of the
obligation of information disclosure will lead to the cancellation of the contract. To judge the validity
of a franchise contract, we should take the franchisor’s ability as the core element, and consider
whether the information disclosure of the franchisor has defects, so as to avoid one-size-fit-all deter-
mination of franchise contract effectiveness.

Keywords: Franchise; Validity of contract; Information disclosure; Registered trademark
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