
3 

 

 

 

 
 

©Center for Promoting Education and Research (CPER) USA, www.cpernet.org 

15 
 

International Journal of Humanities and Applied Social Science (IJHASS) 

E-ISSN: 2471-7576 
March 2020, Vol: 5, Issue: 3   
E-mail: editor@ijhassnet.com  
http://ijhassnet.com/                     DOI: 10.33642/ijhass.v5n3p3 

 

 

LEGAL PROTECTION IN FRANCHISE AGREEMENT: CASE STUDY DECISION NUMBER 493/Pdt/2018/PT.DKI 
 

Teuku Muhamad Haritz Maulana1, Erna Widjajati2, Firman Wijaya3 
 

Master of Law  

Universitas Krisnadwipayana Jakarta 

PO BOX 7774/JAT CM JAKARTA 13077 

Indonesia 
 

ABSTRACT 

This study aims to determine the legal protection in a franchise agreement, how to resolve disputes in a 

franchise business, the implementation of a franchise business agreement and legal protection in payment of 

fees for my salon owners. The study was conducted at the MY Salon Center South Jakarta. The data analysis 

technique uses analysis, which is a method that describes or presents a fact or reality systematically with the 

approach method used is a normative juridical approach to test and study secondary data relating to research 

problems. 

The results showed that in implementing the franchise agreement both the franchisor and the franchisee must 

support each other to achieve a business that is progressing and developing, being open and exchanging 

information in establishing business relationships that are being run together. Both parties must carry out 

their agreed roles in the agreement to create a balance of rights and obligations for both parties. Disputes 

arise in the business franchise if one party violates the contents of the agreement the other party can sue the 

violating party following applicable law. Dispute resolution is a dispute resolution agency or dissent through a 

procedure agreed by the parties, namely settlement outside the court using consultation, negotiation, mediation, 

conciliation or expert judgment. Litigation and arbitration are adjudication processes while alternative 

dispute resolution is a consensus process.  
 

Keywords: law, franchisee, franchisor, franchisee, dispute decision 
 

Introduction 
 

Franchising is a way of developing a business or business. One of the main objectives, for business 

development through trade and investment aimed at improving the economy. Franchise business cooperation is a 

pattern that is growing rapidly both in the field of trade in goods and services. There are many versions of the story of 

how the franchise began. The first story is about a state that is trying to collect taxes; the government will choose 

certain people to collect payment in the given geographical area. These "collectors" keep part of the fees they collect 

and then hand them to the Pope. 
 

In the 1840s, German brewers gave exclusive rights to certain stalls to sell their beer. In the 1850s, Isaac 

Singer introduced a franchise by making Singer sewing machines, when he wanted to increase the distribution of 

sales of sewing machines. Although his efforts failed, he was the first to introduce this franchise business format in 

the US. Then, this method was followed by another more successful franchiser, John S. Pemberton, founder of Coca 

Cola. However, according to another source that followed Singer was not Coca Cola, but a US automotive industry, 

General Motors Industry in 1898. Another example is the US is a telegraph system, which was operated by several 

railroad companies but controlled by Western Union, as well as approval exclusive between car manufacturers and 

dealers. 

The franchise is fast becoming the dominant model in distributing goods and services in the United States. 

According to the International Franchise Association, currently, one of twelve trading businesses in the United States 

is a franchise. Franchises absorb eight million workers and makeup forty-one percent of all retail businesses in the 

United States. Franchising then developed rapidly because this marketing method was used by various types of 

businesses, such as restaurants, retail businesses, hair salons, hotels, car dealers, gas station stations, and so on. 
 

Franchising in the development of its business in recent years began to be seen in Indonesia. As of March 

1996, it is estimated that 119 (one hundred and nineteen) foreign franchises have been operating, while for local 

franchises there are around 32 (thirty-two) companies. The results of a recent survey of the franchise industry 

conducted by Info Franchise Indonesia magazine showed the growth of industrial value in 2011 was very lucrative. It 
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is estimated that the franchise business growth this year will reach Rp 135.32 trillion, up about 18 percent compared 

to 2010 which reached Rp 114.6 trillion. In 2009, the size of the franchise industry market reached IDR 95.8 trillion 

or greater in 2008, which was IDR 81.1 trillion (Mayor, 2011). 
 

Business development with Franchises, especially foreign franchises in Indonesia, is difficult to avoid because 

Indonesia has signed the Ratification of the Establishment of the World Trade Organization (WTO) Agreement with 

Law No. 7 of 1994 so that our country is open to both foreign investors and foreign business development. 
 

Franchising is a business partnership and can technically be understood as a market expansion method used 

by a company that is considered successful and intends to expand the distribution of trade in goods and services 

through retail business units run by independent entrepreneurs using trademarks and services, marketing techniques 

and is under the supervision of a company, usually in return for royalty payments. In addition to juridical issues, other 

things take precedence in the franchise business, namely the assurance that the parties are reliable businesses to 

collaborate, managerial and financial capabilities to jointly develop business cooperation. 
 

Trade economic activities with a franchise system, become a form of mutual benefit cooperation. This form of 

cooperation requires two independent parties to work together, with one party acting as the trademark owner and the 

other acting as the recipient of the trademark, who has the right to operate the business with the trademark owner in a 

particular area. Instead, a certain reward will be paid by the recipient of the trademark to the trademark owner in 

connection with it. Thus the franchise is an agreement regarding a method of distributing goods and services to 

consumers (Suharmoko, 2004). 
 

In Indonesia, the franchise is known since the era of the 70s when the entry of Shakey Pisa, KFC, Swensen 

and Burger King. Its development looks very rapid starting around 1995. Deperindag data in 1997 recorded about 

259 franchise recipient companies in Indonesia. After that, the franchise business experienced a decline because of 

the monetary crisis. The recipients of foreign franchises were forced to close down their businesses because the value 

of the rupiah was mired very deep. Until 2000, foreign franchises were still waiting to enter Indonesia. That was due 

to the unstable economic and political conditions marked by the feud of the political elite. It was only in 2003, the 

franchise business in the country experienced very rapid development. 
 

Many people are still skeptical about legal certainty, especially in the field of franchising in Indonesia. But at 

present, the legal certainty to try with a franchise business format is far better than before 1997. This can be seen 

from the increasing number of legal umbrella that can protect the franchise business. The development of franchises 

in Indonesia, especially in the field of fast-food restaurants is very rapid. This is possible because our entrepreneurs 

who are domiciled (franchisee) are required to develop their business through the master franchise that they receive 

by finding or appointing advanced franchisees. 
 

By using a pyramid or cell system, a network of franchise business formats will continue to expand. There are 

several franchise associations in Indonesia including APWINDO (Indonesian Franchise Business Association), WALI 

(Indonesian Franchise & License), and AFI (Indonesian Franchise Association). There are several franchise consultants 

in Indonesia including IFBM, The Bridge, Hans Consulting, FT Consulting, Ben WarG Consulting, JSI, and others. 

Several franchise exhibitions in Indonesia regularly hold road shows in various regions and national coverage, 

including the International Franchise and Business Concept Expo (Dyandra), Franchise License Expo Indonesia 

(Panorama convex), Franchise Info Expo (Neo and Franchise Indonesia Magazine). The rapid growth of the franchise 

in Indonesia now turns out to have a long and winding history. In this paper, try to raise a process of how the 

Indonesian franchise was developed and also how the Association in Indonesia was formed. Starting from a thought 

that the franchise system proved successful in spurring the economy in many developed countries such as America 

and several other developed countries. Not only that the franchise is also able to employ quite some workers. 
 

The history of franchising in Indonesia begins with the government's efforts in this regard the Indonesian 

Ministry of Trade. Who see a franchise system or a franchise as a way, an effort to activate the economy and create 

jobs? Then began an effort to register a franchise business in Indonesia by cooperating with the International Labor 

Organization (ILO). The process in the field itself is in the form of collecting and managing data carried out by the 

LPPM (Institute for Development and Education Management by conducting a "Baseline Study." 
 

While from the ILO it brought in a franchise expert from the United States Martin Mendelsohn, to study, 

analyze situations and conditions to recommend ways to be taken. "I first came to Indonesia around 1999 at the 
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request of the ILO to provide advice to the government on how to encourage the growth of franchising and help 

establish a franchisee association," said the person who has visited Indonesia twice. 
 

Since the beginning of Martin's visit as he was called, local private businesses have been involved in 

coordinating meetings and in bilateral discussions to always involve the private sector in developing franchise 

businesses in Indonesia. A franchise can be divided into two forms, namely product and trade franchise and business 

format franchises. In the first form, the franchisor gives the franchisee a license to sell the franchisor's products. 

Examples of the first form are car dealers and gas station stations. 
 

In the second form, the business format franchisee, the franchisor provides all business concepts that include 

marketing strategies, guidelines, and business operating standards and assistance in operating the franchise. Thus the 

franchisee has an identity that is inseparable from the franchisor. In general, this form is used in fast-food restaurants 

such as Kentucky Fried Chicken, Pizza Hut, Mc Donald, Hotels, and car rental services. This form is used by foreign 

franchisees invading the Indonesian market and is also used by local businesses such as Es Teller 77, Rudi Hadisuwarno 

Salon, Mbok Berek, and others. The term franchise has become a familiar part of the economy, especially in big cities. 

Franchise practices not only master the fast-food field, but also in the field of consulting services, telecommunications, 

mini markets, education systems, and so forth. 
 

For entrepreneurs, the appeal of franchising is a way to start a new business without having to introduce its 

products, usually already known so that it does not need advertising or promotion; development of large market 

networks; obtaining technological process skills and expertise; employment and business opportunities for trademark 

owners who do not have large capital to develop their business can use a franchise system. In carrying out the 

franchise business, it must be stated in an agreement that binds both parties. This is intended to reduce the risk of a 

problem arising in the future. Therefore, an agreement that regulates the legal relationship between the two parties 

and a general clause which is the standard of the agreement or a special clause required in a Franchise Agreement is 

needed. 

The agreement can be interpreted as a legal relationship regarding property between the two parties, in which 

a party promises or is deemed promised to do something or does not do something, while the other party has the right 

to demand the implementation of the promise (Prodjodikoro,2000). The consequence arising from an agreement that 

is only based on the principle of freedom to agree is the issue of whether the agreement is not biased. Position of 

Franchisor There is no denying that it has a stronger position than the franchisee. With the adoption of a standard 

agreement, making the Franchise does not have many opportunities to negotiate or ask for changes, except for a few 

specific things, for example regarding payment of royalties, place and time. 
 

However it is impossible that the Franchisor is in a weak position at the time of the implementation of the 

agreement, the Franchisor has given the Franchisee the right to use his brand, reveal his trade secrets and provide 

operational assistance. Franchise Recipients are expected to carry out their obligations properly, such as paying 

royalties as they should, obeying all training programs conducted, maintaining and not disclosing trade secrets to 

other parties and not committing fraudulent acts against Franchisers. This is where the role of the notary is expected 

to be a neutral and impartial party. 
 

The development of a franchise business in the country today is increasingly rapid if in the past it was only 

dominated by foreign franchise companies, so now our local company also shows the strength of its franchise 

business, if in the past we only knew a few foreign fast foods, now we also encounter many fast food businesses 

originating from within the country that runs its business with the concept of franchising there are even some 

franchise businesses that carry traditional food and even develop their business in several countries, if only you have 

the opportunity to come at the franchise exhibition then many of us have encountered several new local businesses 

that have sprung up both from the food industry, services education and automotive with the increasingly high 

development of the franchise business in the country is expected to help the government in creating jobs and state 

opinions through taxes paid by franchise businesses in the country. 
 

Based on the criteria used, we can distinguish the type of franchise. In general, we can distinguish between an 

industrial franchise and commercial franchise first. An industrial franchise is a form of entrepreneurial cooperation 

between entrepreneurs (manufacturers). The franchisor is the owner of exclusive manufacturing and/or brevet system. 

Here, the franchisor gives other entrepreneurs the right to exploit exclusive manufacturing and systems and operate 
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them in a limited area. Because with all the facilities that are owned will enable the franchisee to do the same 

business with the franchisor, namely by copying the transferred formula and methodology. Therefore, the franchisor 

does not submit to the franchisee the integrality of the production procedure but only a part. the second is a 

commercial franchise, consisting of a product distribution franchise is a franchise that aims to commercialize one or 

several products, which are usually produced by the franchisor or distributed by the franchisor exclusively. Franchise 

distribution of company object services consists of one or a unit of services, which are commercialized by the franchisee, 

based on the methodology he received from the franchisor. This type of franchise requires fairly strict control from 

the franchisor so that satisfactory service quality is achieved. Of the several existing franchise business sectors, each 

has different opportunities and profit potential. Maybe some of the following data can be your consideration before 

deciding which franchise to invest in, the following types of business sectors in the field of franchising can be 

explored. Namely Type of Food Sector Franchise Business, In 2009 the food sector became the largest contributor to 

the turnover of the franchise business turnover in Indonesia. According to the WALI Steering Board (Indonesian 

Franchise and Licensing Association), Amir Karamoy will still be a favorite sector in the coming year. Because the 

need for food and drinks is a fixed price for everyone. He suggested that people interested in entering the food and 

beverage business could try opportunities in the business of ice cream, yogurt, fast food, or snacks such as donuts. 
 

The next type of retail business franchise is in the highest interest of the retail sector this year. His 

contribution to the franchise business turnover was ranked second. The Board of Trustees Amir Karamoy still sees 

that the offer of franchising or mini-market partnership is still prospective next year. Community needs for everyday 

goods also support the development of minimarkets. Do not be surprised, in almost every residential location we can 

always find a minimarket. Not infrequently, the location is close together. Types of Service Sector Franchise Businesses At 

first glance, the service sector looks trivial. However, precisely because it is simple, this sector can be a very 

interesting opportunity in 2010. Interesting business opportunities in this sector are for example car and motorcycle 

washing business services, including helmet washing services. Many people believe that Indonesia's economic 

recovery will boost automotive growth in Indonesia next year. This is good news for those who want to work in the 

automotive service sector. 
 

Types of Pharmaceutical Sector Franchise Business One of the retail business sub-sectors will be interesting 

next year. Especially, the pharmacy business. Moreover, the government has removed the provisions regarding the 

distance between pharmacies which are at least 500 meters. Referring to the experience of MYSalon franchise 

network owner, the turnover of each franchise outlet can grow between 15% to 60% from year to year. Increasing 

public interest in style and appearance, especially hair care. 
 

Literature Review 

1. Agreement  

In Article 1313 of the Civil Code, the Agreement is defined as: 
 

An act by which one or more people commit themselves to one or more other people. If we pay attention, the 

formulation given in article 1313 of the Civil Code implies that actually from an agreement, obligations or 

achievements of one party or more people (parties) to one or more other people, are entitled to these achievements. 

The formulation has legal consequences that in an agreement there will always be two parties, where one party is the 

party who is required to excel (the debtor) and the other party is the party entitled to the achievement (the creditor). 

Each party can consist of one or more people, even with the development of legal knowledge, the party can also 

consist of one or more legal entities.  
 

In the continuation, if we look carefully at the formulation given in article 1314 of the Civil Code, Article 

1314 of the Civil Code further states that on the achievements required by the debtor in the agreement, the debtor 

with the obligation can ask to do the counter-achievements of the opponents (in the Civil Code which translated by 

Prof. R. Subekti and R. Tjitrosoebono are referred to by the term with or without burden). This means that basically, 

an agreement can result in a one-sided engagement (in which only one party must perform) and a reciprocal 

engagement (with both parties achieving one another). so it appears that the formulation given in article 1314 of the 

Civil Code Book further develops the understanding given in article 1313 of the Civil Code Book. Franchising is a 

reciprocal agreement because; both the franchisor and the franchisee are both obliged to fulfill certain achievements 

(Widjaja, 2003). 
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Each agreement has a basis for its formation. The Civil Code recognizes four basic elements that must be 

present for a legal action to be called a (legal) agreement. These four elements are then classified by law into two 

main elements relating to the subject (party) who agreed (subjective element), and two other basic elements directly related 

to the object of the agreement (objective element). The subjective element includes the elements of an agreement that is 

free from the parties who promised and the skills of the party who carried out the agreement. Whereas the objective 

element includes the existence of the object promised, and the object must be permitted according to law. Non-

fulfillment of one of the four elements causes a defect in the agreement, and the agreement is threatened with 

cancellation, either in the form of cancellation (if there is a violation of the subjective element), or null and void (in 

the case of not fulfilling the objective element). 

2. Franchise 
 

In the Dictionary of Business Terms (Friedmann,1987:235) defines the franchise as follows: A license granted 

by a company (franchiser) to someone or to a company or someone (franchise recipient) to operate a retail, food, or 

retail outlet supermarket where the franchisee agrees to use the franchisor's property in the form of a name, product, 

service, promotion, sale, distribution, a method for displaying, etc. regarding the purpose of company support (Dictionary of 

Business Terms, 2001). 
 

The right to market company goods or services in a certain territory. This right has been granted by the 

company to an individual or group of individuals, marketing groups, retailers or wholesalers. Understanding the 

franchise system In the Indonesian National Encyclopedia stated as a form of manufacturing or sales cooperation 

between the franchisor and the franchisee based on contracts and royalty payments. This cooperation includes the 

granting of a license or usage rights by the franchisee that has a name or brand, ideas, processes, formulas, or special 

tools of his creation to the franchisee accompanied by technical support in the form of management, training, 

promotion, and so on. For this reason, the franchisee pays the use of rights along with royalties, which are generally a 

percentage of the sales amount.  
 

The franchise system according to (Lindawati,2004) is a marketing system of goods or services and or 

technology, which is based on closed cooperation (between the franchisee and the franchisor) and continuous 

independent actors (recipient and giver) and separated legally and financially, where the franchisor grants the 

franchisee the right, and imposes an obligation to carry out his business following the concept of the franchise.  
 

In Government Regulation, No. 42 of 2007 concerning Franchises states that a franchise is an agreement in 

which one party is given the right to utilize and/or use intellectual property rights or inventions or business 

characteristics of another party for a fee based on the conditions set by the other party, in order supply and or sale of 

goods and or services. The Government Regulation No.42 of 2007 also states that the Franchisor is a business entity 

or individual that gives rights to other parties to utilize and/or use intellectual property rights or inventions or unique 

characteristics of their businesses; whereas the Franchise Recipient is a business entity or individual who is given the 

right to utilize and/or use intellectual property rights or inventions or characteristics possessed by the Franchisor.  
 

From some of the notions of franchising, it can be seen that each franchise agreement model contains at least 

the elements of an agreement or engagement between the two parties, namely the franchisor and the franchisee. The 

franchisor grants the right to use and/or use intellectual property rights or the discovery of the characteristics of the 

business he owns to the recipient in the form of names, products, services, promotions, sales, distribution, methods to 

display, etc. concerning supporting products from the franchisor. The franchisee should reward (Republic of 

Indonesia Minister of Trade Regulation No. 12 / M-DAG / PER / 3/2006).  
 

 An agreement or an agreement is made in the context of providing goods or services in the presence of other 

conditions that must be fulfilled by each party. Thus the real characteristics of this franchise business will relate to 

copyright, patents, and brands, aspects of labor law, aspects of tax law, trade secrets, even aspects of international 

civil law if one of the parties comes from outside Indonesia.  
 

From some of the notions raised above, it appears that the franchise business system involves two parties 

(Sumardi, 2004) that are: 
 

a. The franchisor, a successful entrepreneur who owns a product, service, or operating system that is unique to a 

particular brand, which is usually patented. 
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b. Franchise Recipients, namely individuals and/or other entrepreneurs chosen by the franchisor or whose 

application has been approved to become a franchisee by the franchisor, to conduct business using the trade 

name, brand, or business system of the franchisor, with the condition that the recipient is entitled to the franchisor 

in the form of a certain amount of money at the beginning of the partnership (the base money) and or at a certain 

time interval during the period of the cooperation. 
 

According to research results in Indonesia, the validity period of the franchise agreement is the length of time 

during which the franchisee may use a license or franchised system. This is as stated in the agreement that has been 

agreed upon. Namely around 5 (five) to 10 (ten) years with the possibility of extension. However, in practice, the 

franchisor can cancel the agreement early if the franchisee cannot fulfill his obligations (Arjowidigdo, 2001). 

The types of franchise businesses can be divided into two types, namely: 
 

1. Business format franchises, which consist of work franchises, business franchises, and investment franchises. 

2. Principal distribution franchise. 
 

For business format franchises, a franchisee obtains the right to market and sell products or services in a 

specific region or location by using standards in both business operations and marketing. There are 3 (three) types of 

franchise business formats (Widjaja, 2003), namely: Employment Franchise is a Franchise that provides support for 

its own business. For example, selling the service of setting up a mobile machine with a certain brand. This form of 

franchising is the cheapest and generally only requires relatively small capital because it does not use excessive space 

and equipment. 
 

1. Business Franchise is a type of franchise that develops. The form can be a retail shop that provides goods or 

services or fast food restaurants. The costs required for this type of Franchise include a large category because 

it requires a place of business that meets the criteria required by the Franchise provider. 
 

2. Investment franchises are the most cost or capital (large investment value). Companies that take investment 

franchises usually want to diversify their businesses but lack experience in management. An example of this 

Franchise business is a hospitality business that wants to use the name and hotel service standards of the 

Franchise owner.  

Type of Main Franchise Distribution is a type of Franchise by granting a license to market products from a 

single company in a specified location (sub-Franchise). In this case, the Franchise recipient buys the right to operate 

or sell the Franchise in a certain (geographical) area and is responsible for some or all of the Franchise marketing, 

training or assisting the new Franchise recipient as well as exercising control, operational support, and royalty 

collection. 
 

Franchise business has certain characteristics. This characteristic causes a business with a franchise model to 

be quite profitable. These characteristics include product uniqueness, management training, and special skills that must 

be given by Franchise providers to Franchise recipients, control and uniformity of product quality, promotion and 

advertising by Franchise providers, selection of locations and exclusive marketing areas, some Franchise businesses 

get funding assistance from the franchisee or financial institution, there are royalties which must be paid by the 

franchisee to the franchisor, registered trademarks, patents or copyrights and the purchase of products directly from 

the franchisor. 
 

In the event of a dispute in a franchise agreement, in general, dispute resolution can be done through a court 

forum, however keeping in mind the nature of the franchise award, in particular the business format franchise, dispute 

resolution carried out through a justice forum is feared by the franchisor to be an open forum - open "for franchise 

recipients who are not in good faith. To avoid this, every dispute related to a franchise agreement should be settled 

within the framework of alternative dispute resolution institutions, including arbitration institutions. Many avenues 

for dispute resolution. Various models of dispute resolution, both formally and informally, can be used as a reference 

to answer various disputes that may arise. 
 

Research Methods 

Object of Research 
 

Gerai Pusat MY Salon is located on Jl. Melawai V, Mall Blok M Square Lt. 3 No. 9-16, RT.3/RW.1, Melawai 
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Village, Kebayoran Baru District, Jakarta. 
 

Research Specifications 
 

This specification uses analysis, which is a method that describes or presents a fact or reality systematically. 
 

Approach Method 
 

The method used is a normative juridical approach, in this case, testing and reviewing secondary data related 

to the problem to be discussed. 
 

Method of Collecting Data 
 

In this case, using secondary data includes: 

a. Primary Legal Materials 
 

Namely binding legal materials, consisting of basic norms or methods, namely the 1945 Constitution and 

statutory regulations namely Laws, Government Regulations, Ministerial Decrees and other Regulations relating to 

this thesis. 

b. Secondary Legal Material 
 

Namely material that explains primary legal materials such as the results of books, journals, articles from 

newspaper magazines related to research. 
 

c. Tertiary Legal Materials 
 

Namely legal materials that provide instructions or explanations for primary and secondary legal materials, 

such as dictionaries, encyclopedias, lecture dictates and others that support writing into research objects to obtain the 

necessary data. 
 

Data Analysis Method 
 

The data obtained both primary data and secondary data are then analyzed qualitatively meaning to describe it 

in words so that it is a sentence that can be understood without using words or mathematical models and statistical 

formulations then the results are presented in descriptive analysis. 
 

Research Results and Discussion 

1. Mechanism of Implementation of PT. My Salon International 
 

To become a franchise, My Salon offers cooperation in the form of a franchise, with the following conditions: 

• The franchisor (brand and system owner) is PT My Salon International 

• Franchisees are you as the owner of capital. 
 

Next obtained by Franchisee: 

• The right to use the MY SALON brand during the franchise agreement period 

• MY SALON Branch Application System for employee, guest, transaction, and other registrations online 

• MY SALON Owner Application System that can be used by Franchisees to find out its salon activities, 

online 

• Supervision assistance during the salon fitting out period (renovation), according to MY SALON standards 

• Recruitment and training of employees throughout the franchise agreement 
 

What is paid by Franchisees: 

• IDR 77,000,000 Franchise Fee (seventy-seven million rupiahs) for a validity period of the Franchise 

Agreement, which is 5 (five) years.  

• Royalty Fee of 1% of salon turnover, paid every month. 

• Marketing Fee of 7% of salon turnover, paid monthly 

• Employee shipping transportation costs and accommodation costs (specifically outside Java). 
 

Business Space: 

• Franchisees also provide (or rent) a Business Space in the form of a Shop or Kiosk in the Mall. 

• For a business room with an area of 50 m2, it can be filled with 8 mirrors and 3 washbasins. 

• Estimated costs for Fitting out and Equipment Procurement are around IDR 250,000,000 (two hundred and 

fifty million rupiahs). Fitting out This job can be done by the Franchisee. 
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 Employees:  

• Employees are recruited and trained by the Franchisor, and at a cost borne by the Franchisor 

• For Business Space located outside Java, the Franchisee pays the Transportation Costs and Employee 

Accommodation Costs 

• Employees earn commissions according to Company Regulations, which are between 30% - 40% of their 

turnover value. Employees do not get the Basic Salary 

• Employee Commission payments are made by the Franchisees, no later than the 5th of the following month, 

according to the figures listed in the Remuneration feature in the MY SALON Application System 
 

About Turnover Salons: 

• PJO (Turnover Officer) is one of the employees who is appointed to double as the person in charge of the 

salon. PJO gets an allowance of IDR 500,000.0 (five hundred thousand) per month 

• PJO deposits salon turnover to the Franchisee account 

• Franchisees are obliged to always ensure the turnover deposit is following the turnover value of the salon, 

which can be checked in the System Application Owner 

• This Salon Turnover Money is further used by Franchisees to pay Salon Fees, including rent, service charge, 

electricity, water, internet quota, employee commissions, raw materials, royalties + marketing fees, taxes, etc. 
 

Final 1% tax: 

•MY Salon Branch is included in the MSME category (Micro, Small and Medium Enterprises), which 

according to PP 46/2013 is subject to a Final Tax of 1% of its monthly turnover. 
 

The success of the franchise initially starts from the success of the business of the brand owner or franchiser. 

Through the franchise business format, the franchisor will transmit the success of his business, which of course has 

its characteristics to the franchisee. The franchisor has previously done and made a standard formula for success 

following his experience. Business standardization is the heart of the franchise business because principled franchises 

wherever the outlet is located, consumers will get the same products, services, and mechanisms at each outlet. This 

process is carried out through research and concept development, promotion, marketing activities, and building a 

good reputation and a known image. After successfully testing the concept with the opening of outlets in more than 

one location, the franchisor then offers the franchise to prospective franchisees. Then an individual (or partnership or 

company) looks at the opportunities offered by the franchisor, then evaluates them to decide whether the franchise is 

profitable or not. To become a MY Salon franchise entrepreneur, interests and preferences are needed in the world of 

beauty or salon, are willing to follow the systems and procedures that apply in MY Salon and of course must have 

sufficient investment funds. The franchisor usually has prepared documents to be completed by the prospective 

franchisee to find out whether the candidate is capable and has the motivation to start a business.  
 

The contents of this document for example about who and why candidates are interested in buying franchise 

rights, as well as how much financial capacity of candidates and so forth. In principle, the franchise business does not 

recognize discrimination, where the franchisor in selecting prospective business partners is based on mutual benefits, 

not based on SARA. This franchise business is a long-term business in which the profits obtained are used for 

investment again so that the business is more robust, but it is also used for research and management improvement. 

Before deciding to buy franchise rights, the franchisor is obliged to present facts in the form of sales, personnel and 

financial conditions to prospective franchisees. The facts provided are confidential documents, and may not be used 

by prospective franchisees for personal gain, other than to know the business conditions of the franchiser before 

deciding to purchase franchise rights. Furthermore, the franchisor gives an offer document called Franchise Offering 

Circular (FOC) to the qualified franchise recipient candidates, before the franchisee decides to sign the franchise 

agreement. 
 

The contents of this FOC are financial and non-financial facts relating to the franchisor and the current and 

current franchisees. The financial statements have been audited by a public accountant and given at least 10 days 

before the prospective franchisee decides to buy or not franchise rights offered by the franchisor. This FOC is a 

comprehensive legal document that reflects the company's business strategy and operating policies. This bidding 

document is prepared based on local law, and because it is made within the jurisdiction of Indonesia, it uses 

Indonesian law. 
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The obligation of the franchisor to provide information about the condition of the company before the signing 

of the franchise agreement is a form of legal protection to protect prospective franchisees for the investment to be 

invested. This is as mandated in the Republic of Indonesia Government Regulation No.42 of 2007 regarding the 

obligations of the franchisor that the franchisor must provide a prospectus of a franchise offering to prospective 

franchisees when making a franchise offering that contains at least a clause: 
 

• data on the identity of the franchisor; 

• the legality of the franchisor's business; 

• history of business activities; 

• the organizational structure of the franchisor; 

• financial statements for the past 2 (two) years 

• number of business premises 

• list of franchisees 

• The rights and obligations of the franchisor and franchisee. 
 

The franchisor has other obligations, namely the obligation to guide the form of training, operational 

management, marketing, research, and development guidance to franchise recipients on an ongoing basis and prioritizing 

the use of goods and/or services produced in the country as long as it meets the quality standards of goods and/or 

services set in writing by the franchisor. In addition to the obligations stated above, other obligations must be carried 

out by the franchisor, namely the obligation to register a franchise offer prospectus before entering into a franchise 

agreement with the franchisee. The registration of the prospectus for a franchise offering can be made by another 

authorized party. Application for registration of a prospectus for a franchise offer is submitted by attaching 

documents: 
 

a. photocopy of franchise offer prospectus; and 

b. Photocopy of business legality. 
 

Furthermore, after the prospective franchisee decides to purchase the franchise rights offered, an MOU 

(memorandum of understanding) is held "or memorandum of agreement", "cooperation agreement", "preliminary 

agreement" and others. But usually for Indonesian translation is "memorandum of agreement". Broadly speaking, the 

MOU is as follows: 
 

1. The contents are concise and often only one page 

2. It contains only the main points 

3. Only the introduction will be followed by other more detailed agreements 

4. Has a validity period, and if the period is not followed up with the signing of a more detailed agreement, the 

agreement is canceled unless extended by the parties 

5. Usually made in the form of agreements under the hand only 

6. Usually, there are no compulsive obligations to the parties to have to make a more detailed agreement after the 

signing of the MOU, although it is reasonable for both parties to have no obstacles in making and signing the 

detailed agreement.  
 

Because the MOU is easy for parties to cancel, the MOU must be made in advance as an anticipatory step and 

prevent any difficulties that might arise if the agreement is canceled, the next step is to determine the location of the 

outlet, where MY Salon applies a rental system for 2 years. In this case, the franchisee receives protected territory, 

that is, the geographical limit given by the franchisor to the franchisee exclusively. In this protected area the 

franchisor is not allowed to give franchise rights to similar businesses to other parties or establish similar businesses 

to compete or not, businesses owned by the franchisee. Each franchise location must first be approved by the 

franchisor. In reviewing these locations, several factors considered by the franchisor were as follows: 
 

a. The number and population density. 

b. The ethnic background of the population. 

c. The income per capita. 

d. The competitor's location is far away. 

e. Traffic flow, parking lots, natural surroundings and so on. 
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2. Implementation of PT. My International Salon between the Parties 
 

Related to the Case of PT. My Salon International in Decision Number 493/PDT / 2018 / PT.DKI Derivative 

Decision of the South Jakarta District Court dated May 9, 2018 Number 612 /Pdt.G / 2017/ PN.Jkt.Sel, That Thomas 

Lie as the Franchisor of MY Franchise The Salon (Plaintiff) is dealing with Ratna Lukitaningrum as the Franchisee 

MY Salon (Defendant) following the case sitting that in the salon business sector with the MYSalon trademark run by 

the Plaintiff, the Plaintiff engages in cooperation with other parties including the Defendant with the pattern of 

cooperation. Franchise where the franchisee can open a salon business by using the Plaintiff's MYSalon trademark at 

a mutually agreed location. That the Defendant is an interested party to open a salon business using the MYSalon 

trademark owned by the Plaintiff and the Defendant has also participated in opening MYSalon outlets in the Jababeka 

area and MYSalon outlets in the Bekasi Galaxi area. About MYSalon Jababeka Outlet. The Defendant opened the 

MYSalon Jababeka outlet based on the Franchise Cooperation Agreement dated April 25, 2015, and the License 

Agreement dated April 25, 2015, that was signed by the Plaintiff and Defendant. The Defendant as the franchisee 

should pay royalty fees and franchise fees to the Plaintiffs based on Article 13 paragraph (1) point (1) of the 

Franchise Cooperation Agreement dated 25 April 2015 which states: "Franchise Fee of IDR. 77,000,000 (seventy-

seven million Rupiah) when the Parties sign the Franchise Agreement. Franchise Fee which will be used for things as 

follows: a. The Rights of the Second Party to use the "MY Salon" brand to carry out Business Activities during the 

Franchise Agreement b. Workforce Procurement & Training, for Hair Stylists and Shampoo & Cream / CR who will 

work in the Business Place ".  
 

Article 13 paragraph (1) point (3) of the Franchise Cooperation Agreement dated April 25, 2015, which states: 

"The Parties agree and agree that based on this Franchise Agreement, the First Party will charge fees to the Second 

Party as follows: 13.1.3. Royalty Fee as referred to in the License Agreement ". Furthermore, Article 4 of the License 

Agreement dated April 25, 2015, states: "Article 4.1. The amount of the Royalty Fee that must be paid by the Second 

Party to the First Party is 4.1.1. Royalty Fee 4% (four percent) for operating income up to IDR 35,000,000 (thirty-five 

million rupiahs) per month. 4.1.2. Royalty Fee 5% (five percent) for operating income between IDR 35,000,001 

(thirty-five million one rupiah) up to IDR 50,000,000 (fifty million rupiah) per month. 4.1.3. Royalty Fee 6% (six 

percent) for operating income between IDR 50,000,001 (fifty million one rupiah) up to IDR. 70,000,000 (seventy 

million rupiah) per month. 4.1.4. Royalty Fee 7% (seven percent) for operating income of more than IDR 70,000,000 

(seventy million Rupiah) per month. 4.2. Royalty Fee will be deducted directly by the First Party from the business 

income (profits) of the Second Party as referred to in Article 6 paragraph 6.1.2.15 Franchise Agreement ". 
 

The Business System that applies in all MYSalon outlets is already using an online system where there is an 

MYSalon application that records every transaction that occurs at each outlet including the MYSalon Jababeka outlet 

owned by the Defendant. All employees, including employees who are in the MYSalon Jababeka outlet, must be 

registered in the intended MYSalon application so that every transaction made by each employee must be input 

(entered) in the MYSalon application for accounting at each outlet. For each MYSalon income/turnover saved by the 

Defendant as the owner of the Jababeka outlet to further calculate the royalty fee paid to the Plaintiff. Initially, the 

franchise cooperation and licensing collaboration between the Plaintiff and the Defendant as referred to in the 

Franchise Cooperation Agreement dated April 25, 2015, and the License Agreement dated April 25, 2015, went well. 

The Defendant has carried out the obligation to pay franchise fees and royalty fees from the opening of the MY salon 

Jababeka outlet until May 2016. 
 

Problems that began to arise related to franchise cooperation and licensing cooperation between the plaintiff 

and defendant for MY salon Jababeka outlet began in early January 2016 where at that time the plaintiff's director, 

Thomas Lie, was facing legal issues, so because of this, the defendant began to not again pay the royalty fee 

obligations as regulated in article 4 of the license agreement dated April 25, 2015 jo. Article 13 franchise cooperation 

agreements dated April 25, 2015, starting from June 2016 until now. Following article 1.6 of the franchise 

cooperation agreement dated April 25, 2015, it is stated: "royalty fee means the current or periodic costs that must be 

paid by the franchisee to the franchisor for the use of the franchisor brand or business brand, Etc.", which means that 

the royalty fee is calculated from MY salon Jababeka outlet income for the current month and must be paid by the 

defendant as a franchisee to the plaintiff as the franchisor the following month. The plaintiff is very difficult in 

accessing operational and business income calculation from the defendant's MY salon Jababeka outlet because the 
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defendant always avoids communicating with the plaintiff's employees/staff who used to take care of the operational 

and business income of MY salon Jababeka outlet so that the plaintiff is very difficult in finding out the amount of 

the royalty fee payment the defendant's obligations for the calculation of June 2016 until now, but so far the total 

royalty fee for MY salon Jababeka outlets until the May 2016 calculation is an average of IDR 2,000,000 for each 

month. 

As explained previously, based on the Franchise Cooperation Agreement dated April 25, 2015, and the 

License Agreement dated April 25, 2015, there was an obligation from the Defendant as the recipient of MYSalon 

Franchise to pay the franchise fee and royalty fee, and royalty fees. The Plaintiff has carried out all of its obligations 

under the Franchise Cooperation Agreement dated April 25, 2015, and the License Agreement dated April 25, 2015, 

so that the Defendant's MYSalon Jababeka outlet can be opened and running well until now. Along with the activities 

of the Defendant's Jababeka outlet owned by the Defendant, it turns out that until now there is still a lack of payment 

of royalty fee obligations as regulated in Article 4 of the License Agreement dated April 25, 2015 jo. Article 13 

Franchise Cooperation Agreement dated April 25, 2015, which from June 2016 until now the Defendant has no 

longer paid the royalty fee obligation to the Plaintiff for an average amount of IDR 2,000,000 for each month. As 

explained earlier, royalty fees are current or periodic costs calculated from the income of MYSalon Jababeka outlet 

for the current month that must be paid by the Defendant as Franchisee to the Plaintiff as the Franchisor in the 

following month, so that the Defendant's actions no longer pay the royalty fee to the Plaintiff since the month June 

2016 to date, clearly shows that in addition to the Defendant having broken promises related to the payment of the 

royalty fee, it also shows the bad intention of the Defendant to no longer carry out the obligation to pay royalty fees 

to the Plaintiff following the License Agreement dated 25 April 2015 and the Franchise Cooperation Agreement 

dated April 25, 2015.  
 

According to Article 17 paragraph (1) of the Franchise Cooperation Agreement dated April 25, 2015, it is 

stated: "One of the Parties is deemed to have been negligent or has broken the promise (default) if committing acts 

that could cause harm to the other Party and or did not implement the provisions and/or the conditions as regulated 

and specified in the Franchise Agreement or other agreements signed by the Parties, which acts are not included in 

the Forcing Conditions provided for in Article 28 of the Franchise Agreement ". The Defendant's actions which since 

June 2016 have no longer paid the royalty fee obligation to the Plaintiff as stipulated in Article 4 of the License 

Agreement dated April 25, 2015 jo. Article 13 the said Franchise Cooperation Agreement dated April 25, 2015, is an 

act of breach of contract/breach of the Defendant against the License Agreement dated April 25, 2015, and the 

Franchise Cooperation Agreement dated April 25, 2015. 
 

Whereas in addition to the obligation to pay royalty fees and franchise fees, Defendants also should pay 

Equipment related to the MYSalon outlet managed by the Defendant located in Ruko Taman Complex Galaxi Indah, 

Block A No. 09, Bekasi City, as well as making payments on BPJS contributions from employees who work at MYSalon outlets 

managed by the Defendant. That the Defendant's responsibility regarding the BPJS contributions referred to has also been 

regulated according to Article 10 paragraph(2) of the Franchise Agreement dated June 18,2015, namely: 

"Responsibilities of the Second Party: The Second Party is willing to fully cover the costs of the employee/staff, 

following general labor provisions. Applies and MY Salon regulations, namely regarding: 
 

a. Acceptance and / or appointment of employees; 

b. Salary/wages and overtime pay; 

c. Commission; 

d. BPJS insurance premiums, Bonuses (if any); 

e. Religious holiday allowance. 
 

The Business System that applies in all MY Salon outlets, as well as the MY Galaxi Bekasi Outlet, is already 

using an online system where there is a MYSalon application that records every transaction that occurs at each outlet 

including the Galaxi Bekasi outlet. All employees, including employees who are in the Bekasi Galaxi outlet, must 

also be registered in the MYSalon application. That every transaction carried out by each employee must be input 

(entered) in the MYSalon application, and each MYSalon income/turnover is kept by the Defendant as the owner of 

the Bekasi Galaxi outlet to further calculate the obligation to pay royalties to the Plaintiff. Like the MYSalon 

Jababeka outlet which is also owned by the Defendant, initially, the franchise collaboration and licensing cooperation 
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between the Plaintiff and Defendant for the Bekasi MYSalon Galaxi outlet as referred to in the Franchise Cooperation 

Agreement dated 18 June 2015 and the License Agreement dated 18 June 2015, went well. The Defendant has carried out the 

obligation to pay franchise fees and royalty fees since the opening of the MY salon Galaxi Bekasi outlet until June 

2016. Since the owner of the MYSalon Jababeka outlet and MYSalon Galaxi Bekasi outlet is the same, namely the 

Defendant, the Defendant also began to neglect the obligation to pay the royalty fee for the MYSalon outlet Galaxi 

Bekasi as well as MYSalon Jababeka outlets, so the Defendant began to no longer pay the royalty fee obligations as 

regulated in Article 4 of the License Agreement dated June 18, 2015 jo. Article 13 Franchise Cooperation Agreement 

dated 18 June 2015 starting from July 2016 until now. The Defendant has also employed employees at the MYSalon 

Galaxi outlet managed by the Defendant without the knowledge and permission of the Plaintiff and therefore 

employees who worked at the MYSalon Galaxi outlet managed by the Defendant were not included and registered as 

employees of the Plaintiffs, causing losses to the Plaintiff. The Defendant's actions who have employed employees at 

the MYSalon outlet managed by the Defendant have also made a turnover from the MYSalon Galaxi outlet located at 

Komplek Ruko Taman Galaxi Indah, Block A No. 09, Bekasi City was reduced because the employees who worked 

at the MYSalon Galaxi outlet were recorded in the MYSalon application system from the Plaintiff so that employees 

who were not registered in the Plaintiff's application system could not know their work which also caused the 

unknown amount of money to go into the outlet and therefore the Plaintiff also became unaware of the financial 

statements at the MYSalon outlet. According to Article 18 paragraph (1) of the Franchise Cooperation Agreement 

dated June 18, 2015, it is stated: "One of the Parties is deemed to have been negligent or has broken the promise 

(default) if committing acts that could cause harm to the other Party and or did not implement the provisions and/or 

the conditions as regulated and specified in the Franchise Agreement or other agreements signed by the Parties, deeds 

are not included in the Forcing Conditions stipulated in Article 28 of the Franchise Agreement ". 
 

That based on the Civil Code BW is read as follows: 
 

Article 1338 Civil Code: 

"All agreements made following the law apply as the law for those who make them." 

Article 1238 Civil Code: 

"A debtor is declared default by a warrant, or by a similar deed, or based on the strength of the engagement 

itself, that is if this engagement causes the debtor to be considered default over the specified time. 

Article 1239 Civil Code: 
 

"Each engagement to do something, or not to do something, if the debtor does not fulfill his obligations, get 

the settlement in the obligation to provide compensation, loss, and interest." 

Article 1243 Civil Code: 
 

"Reimbursement of costs, losses, and interest due to non-fulfillment of engagement has begun to be 

compulsory, if the debtor, even though it has been declared default, is still unable to fulfill the agreement, or if 

something that must be given or done can only be given or done in a time that exceeds the time that has been 

determined. " 
 

Defendants' actions that have not carried out their obligation to pay royalties for the MY Salon outlet located 

in Komplek Ruko Taman Galaxi Indah, Block A No. 09, Bekasi City to the Plaintiff since July 2016 until the date of 

this law and did not make payment for BPJS Labor, fines, etc. related to the MY Salon Galaxi outlets run by the 

Defendant and have employed employees without the knowledge and permission of the Plaintiff so that the employee 

is not registered as an employee of the Plaintiff which results in the Plaintiff not knowing the financial statements and 

turnover of MY Salon Galaxi, is an act of breach of contract/breach of the Defendant against the Franchise 

Agreement dated 18 June 2015 and the License Agreement dated 18 June 2015. 
 

Furthermore, following Government Regulation of the Republic of Indonesia Number 42 the Year 2007 

concerning Franchising is read as follows: 

Article 5 PP No.42 of 2007: 
 

"The Franchise Agreement contains the least clauses: 

a. Names and addresses of parties; 

b. Type of intellectual property rights; 
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c. Business activities; 

d. The rights and obligations of the parties; 

e. Assistance, facilities, operational guidance, training, and marketing provided by the franchisor to the 

franchisee; 

f. Business area; 

g. Duration of the agreement; 

h. The procedure for payment of benefits; 

i. Ownership, change of ownership, and their rights; 

j. Dispute resolution; and 

k. Procedure for extension, termination, and termination of the agreement. 
 

Especially the point d in the article above which reads: "the rights and obligations of the parties". Where in 

the case of Government Regulation of the Republic of Indonesia Number 42 the Year 2007 Regarding Franchising, 

there are no rules or articles governing matters if the Franchise owner is in a legal matter both Civil and Criminal 

privately, then it becomes a reason or an exception for not paying the royalty fee obligations as regulated in Article 4 

of the License Agreement dated April 25, 2015 jo. Article 13 Franchise Cooperation Agreement between the parties, 

including the obligation to pay franchise fees and equipment fees. 
 

Conclusions and Recommendations 
 

Based on the analysis and discussion of the research results, conclusions and recommendations can be drawn 

as follows: 

Conclusions  
 

1. In implementing the franchise agreement, both the franchisor and the franchisee must support each other 

for the achievement of a business that is developed and developing, besides that both parties must be open to each 

other and exchange information in establishing business relationships that are being carried out together. In the 

implementation, both parties must carry out their agreed roles in the agreement to create a balance of rights and 

obligations for both parties. 
 

2. The emergence of a dispute in the franchise business occurs when one party violates the contents of the 

agreement. If one party violates the contents of the agreement, then the other party can sue the violating party 

following applicable law. Alternative dispute resolution is a dispute resolution agency or dissent through a procedure 

agreed by the parties, namely resolving outside the court using consultation, negotiation, mediation, conciliation or 

expert judgment. Litigation and arbitration are adjudication processes while alternative dispute resolution is a 

consensus process. 
 

3. As a form of legal protection in a franchise agreement, based on the provisions of government regulation 

number 42 of 2007 concerning franchises where legal issues both civil and criminal personally experienced by the franchisor 

cannot be a reason or an exception for not paying royalties obligations fees and others from the franchisee. Because 

there is no direct or indirect relationship in the franchise cooperation agreement and the licensing agreement that has 

been signed by the franchisor and the franchisee. As for the weakness of the system owned by the franchisor, it can 

be noted that some gaps or opportunities can be used as opportunities for breach or breach in the franchise agreement 

and the licensing agreement. 
  

Recommendations  
 

1.To avoid problems in implementing the franchise business agreement, the franchisor must make a rigorous 

selection of franchisees/candidates who are well qualified (not just capital) take preventive measures such as making 

contracts that are easily understood, minimizing loopholes of the contract which can be used unilaterally, and there is 

an adequate control mechanism. 
 

2. In general, dispute resolution can be done through court forums, however keeping in mind the nature of 

franchising, especially business format franchises, dispute resolution through the justice forum is feared by the franchisor to 

be an "open-ended" forum for recipient’s franchise that is not in good faith. To avoid this, every dispute related to a 

franchise agreement should be settled within the framework of alternative dispute resolution institutions, including 

arbitration institutions. 
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3. The parties in the franchise agreement must understand very well where the rights and obligations for each 

Party are in the implementation of the Franchise Cooperation Agreement. Especially also for Franchisor which has a 

more stringent and quality system so that it can best prevent any loopholes that can be used for things that Franchisor 

does not want. 
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