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On the Franchiser’s Disclosure Obligation in Concluding a Franchise Contract
Feng Jiansheng

Abstract: In franchising, the franchiser controls the important information about the
franchise. Under the rule of good faith and fair dealing, to ensure that the franchisee
engages in a franchise after get fully acquainted with it, the franchiser has the disclosure
obligation to the franchisee in concluding a franchise contract. To prevent the franchisee
from being beset by irrelevant information, the franchiser shall only disclose material
information related to the franchise. Materiality is a question of law and fact combined,
determined from the perspective of a reasonable person. Franchiser's breach of the
disclosure obligation includes insufficient disclosure and false disclosure. We shall
distinguish boast from false disclosure. Anglo-American case law countries and countries
with a civil law system, such as Germany and Italy have rich judgment experience on
identifying the franchiser’s breach of disclosure obligation, which can be used for reference
by China.

Keywords: franchise; concluding a contract; franchiser’s disclosure obligation; breach of

disclosure obligation
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