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Legal Considerations of

Nammg a Franchise Business
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The name, appearance and identity of a brand represent
the company’s public face and have the power to attract or
repel customers. Names play an important role in branding
because they function as a business’ badge of origin. A
good business name which is unique and portrays the right
image enhances the value of a franchise.

As trade mark lawyers will advise, a good brand name ought
to be distinctive and, while it should not be descriptive,
it may skilfully allude to the products or services offered.
When naming a franchise business, these considerations
should be borne in mind.

Investigate Before Naming Your Franchise

What may seem to be a unique, trouble-free name in one
country may in fact not be so in another country. The
recent experience of the American sandwich chain Subway
highlights the importance of thoroughly investigating
a name to be used in the country where the franchisor
intends to enter.

In 1989, 7 years before even opening its first outlet, Subway
registered its trade mark in Singapore. There was, however,
a Singaporean chain selling nonya kueh and other local
dishes under the name “Subway Niche” which had been
operating since 1987, 2 years before Subway registered
its trade mark. The “Subway Niche” mark has not been
registered as a trade mark in Singapore. Today, the two
entities are embroiled in an on-going legal dispute with
Subway alleging trade mark infringement against Subway
Niche, even though Subway Niche was the first to use their
mark.

While having the foresight to register a trade mark before
entering a new market is to be applauded, franchisors
should also investigate to see if there are similar or identical
marks which may already be in use by other parties in that
country. Identifying such similar or identical marks at an
early stage sometimes allows the franchisor to negotiate
with the proprietor of the other mark to arrive at a win-win
co-existence arrangement, which would help minimise
confusion caused to consumers and potentially costly
litigation down the road.

What to do if the name is already taken

If your investigation reveals an identical or similar mark
already in use or registered in relation to the same or
similar products and services, yet it is not possible to arrive
at a co-existence arrangement, the franchisor may wish to
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consider an alternative name rather than run the risk of
future litigation.

While using an alternative name, it is possible to devise
the name such that the same “look and feel” and unique
identity of the business is maintained. In this way, the
local franchisee would still be able to enjoy the benefits
of the franchised business while using a different name.
Employing such a strategy, the Japanese 100-yen store
Daiso is able to enjoy the same success it does in the
Philippines under the mark “Saizen” (or “Saizen by Daiso”)
although it was unable to register and use the “Daiso”
name in Philippines due to prior registration by another

party.

Peaceful Co-Existence is Possible

In some situations, a trade mark search may reveal that an
identical or similar mark is used or registered by another
party on different products or services. In another recent
case, the sandwich chain Subway attempted to block a
Singapore clothing retailer, selling women’s apparel under
the mark “SUBWAY”, from registering the following mark:

- SUBWAY

In this case, the clothing retailer had actually registered the
word mark “SUBWAY” since 1988 (8 years before Subway
opened its first outlet in Singapore) but allowed the
registration to lapse in 2005. When the retailer applied to
register its new mark (above) in 2007, Subway immediately
opposed the application.

A mark only enjoys protection in respect of the classes
of goods and services it is registered in unless it falls
within the category of well-known marks. The Intellectual
Property Office of Singapore held that, since the restaurant
and clothing industries are obviously different, Subway’s
opposition failed because it could not establish a damaging
connection between the clothing retailer’s use of its
“SUBWAY” mark and Subway’s business.

Hence, if identical or similar brand names are found to
be registered or in use during initial investigations, as
long as such names are used in relation to different and
unrelated goods and services, it would still be possible for
the franchised business to use the same or a similar name
on its products.
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Prevention is Better Than Cure

Whether the intention is to expand the business by
adopting the franchise model or by other means, the
prudent business owner should always carry out proper
due diligence and conduct trade mark searches in the
relevant countries before deciding on the name to use.
Taking such preventive steps will help to pre-empt potential
legal issues and will prove to be much more cost-effective
in the long run.
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Margaret Law Corporation

Margaret Law is a Singapore lawyer whose expertise lies in the area of intellectual property (“IP”) law. She
represents clients from various industries and advises on legal issues concerning franchising, licensing,
branding and commercial exploitation of intellectual property. She is the founder and a director of
Margaret Law Corporation, a boutique IP and Corporate law practice in Singapore.

Website: www.margaretlaw.com.sg; E-mail: margaret@margaretlaw.com.sg; Tel: (65) 68357250.
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