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I. INTRODUCTION

The contract between Deloitte Touche International and EastEuropelLaw, Ltd..
("EEL") provided funding for a nine-month period for EEL to carry out two basic tasks:

1)~ To increase the understanding of franchising in Hungary and its
application to privatization; and, simultaneously,

) To disseminate information about the potential of the Hungarian' market
to U.S. franchisors.

'[;hcse tasks were addressed to a degree beyond that set out in the Work Plan:
implemented; and, as the deliverables will attest, in éeneral, adjudged a success.

The wide-ranging project activities developed and implemented prior to March
30, 1993, m the U.S. and in Hungary, were set out in an Interim Report. Accompanied by u
set of deliverables, that report was submitted to Deloitt.e on March 30, 1993.

The following discussion covers the activities planned, developed and
implemented by EastBEuropeLaw between March "30-June 30, 1993, and includes a brief
discussion of EEL's conclusions about the project. An additional set of deliverabies
accompanies this report. See Index, p. 11.

1I. ACTIVITIES: April 1 - June 15, 1993

A. The International Franchise Association/International Franchise
Expesition, Convention Center, Washington, D.C.

EEL-AID activities in April focused principally on the second annual International
Franchise Exposition, sponsored by the International Franchise Association ("IFA"), in

Washington, D.C. The Expo provides a major forum for visitors, investors and prospectine
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franchisees and/or Master Licensees to visit the displays of several hundred franchise
systems. Some 20,000 visitors attended the first Expo in April 1992. The second Expo
featured 342 exhibitors, almost entirely U.S. and international franchisors, and drew an even
larger number of visitors,

Through liaison with IFA, EEL arranged that the Hungarian Franchise Association
("HFA") be provided a booth within the section reserved for national franchise associations.
Qr. Istvan Kiss, Secretary General of the HFA, requested that Tamds Kovdcs, Managing
Director, EEL, Budapest, who was in Washington on unrelated business, represent HFA.
Mr. Kovidcs was assisted by Christopher A. Nowak, Washington.

They provided information about the Hungarian market, franchising in Hungary and
the Hungarian Franchise Association-to visitors to the booth. (See Deliverables, A.L)
Prospective investors and franchisors considering the Hungarian market received a copy of
"Some Thoughts About International Franchising for the Prospective Investor or Master
Licensee." (See Deliverables, A.2.) |

B. The Hungarian Franchise Exposition, May 12-13, 1993, Budapest.

Mr. Zeidman and Mr. Kovdcs in May 1993 represented EEL at the second annual
Hungarian Franchise Exposition, sponsored by the HFA. The exposition drew more than 20
exhibitors and hundreds of visitors, a notable increase over the previous year’'s Expo, which
was the first such event ever held in Hungary.

The May meeting provided an occasion to meet a group of Hungarian business

persons with a serious interest in franchising, thus facilitating outreach to prospective



attendees at what would be the final activity under this contract, a meeting in Budapest
planned for, June 21, 1993.

Mr. Zeidman was invited to address the HFA while he was in Budapest in May. and
he did so on May . During that time he was asked to meet with a number of private
businesspersons as well as with officials of the State Privatization Agency. (See
Deliverables, B.1,2,3.)

During the same period, principals of EEL planned and initiated the one-on-one
outreach to U.S. franchisors necessary for the transactional meeting between Hungarian
investors or Master Licensees and U.S. franchisors, a meeting that would be the final ev-ent
of the Deloitte-U.S.A.1.D. Contract. (See Deliverables, B.4.)

C. Banking Relationships

Somewhat fortuitously, EEL’s initial outreach to Hungarian financial institutions led
to relationships that were more in-depth than the project had originally envisioned. EEL’s
initial meetings with Agrobank, an agricultural bank, and with "OTP National Savings and
Commercial Bank, Ltd.," the largest bank in Hungary, and their subsequent interest in
developing their own expertise in fmcMsiné, led to ongoing and supportive relationships.
(See the March 30 Interim Report. OTP and Agrobank both offered their support as co-
sponsors of EEL’s first important meetings in Budapest in connection with this contract.
Both offered their facilities, financial support and access to their m;-aj]ing lists to draw
interested attendees to the January meetings.)

OTP maintained its commitment throughout the project, providing EEL with a

mailing List of those of its customers it determined would be likely candidates for Master



Licensees or franchisees. Those companies and businesspersons were invited to participate
in the June 21 meeting. OQutside of the contract, EEL continues to provide information to
OTP about franchisé financing, with the expectation that improved access to credit ~- one of
the principals problems affecting franchise and other business transactions in Eastern Europe
-- will be the result.

Early in the course of the contract, EEL was able to provide A.1.D. with training
materials to be used in a workshop the agency presented to several banks in Budapest. See
Deliverables, C.1. In addition, in part through EEL’s work with the Hungarian Franchise
Association, another large Hungarian bank has taken the lead in sponsoring certain HFA
activities; and a pilot financing program has been established to provide below-market credit
to indigenous ﬁungaﬁan franchisors in their start-up operations.

Finally, contacts have been made with non-commercial lending institutions to raise
their level of interest in providing financing to franchised businesses. Those efforts have
proven to be productive. The Hungarian-American Enterprise Fund has provided financing
to franchised operations in Hungary, far beyond the level of itg counterparts in
Czechoslovakia, Poland and elsewhere. Further. EEL discussions with the European Bank
for Reconstruction and Development ("EBRD") have contributed to a serious interest by
EBRD in initiating a venture capital fund for franchising.

It had been planned that further efforts would be made to inform Hungarian banks
about the A.1.D. Franchise Finance Program, and EEL principal Philip F. Zeidman had been
invited to speak at an A.I.D. banking meeting in Washington in March 1993, as an outreach

vehicle to U.S. banks (which, it was hoped, could be attracted to the financing of U.S.
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U.S. franchising ventures in the region through this piogram). The cancellation (or,
perhaps, moratorium) of the Franchise Finance program by A.I.D. and the subsequent

cancellation of the seminar (scheduled to have been held under the auspices of A.I.D.’s

Office of Private Initiatives) occurred in mid-contract. Discussions at the U.S. Ambassadors’

Heartland Tour, at which EEL representatives were asked to speak, confirm the conclusion
that U.S. banks will not be receptive to such overtures until indigenous and international
financing institutions are committed to such programs. See Deliverables.

D. Additionai Outreach

Outreach in Hungary between the May and June meetings was the principal
responsibilit)-r of Tamds Kovdcs, who developed and supervised a series of mailings to
several hundred prospective investors, working both with the two banks that sponsored the
EEL meeting in January (the OTP Bank and Agrobank), as well as with other Hungarian
resources and contacts. See Deliverables, D.1.

Mr. Kovacs (1) had material compiled and translated into Hungarian to provide to
serious potential investors more information about specific U.S. franchise companies in
different business sectors (i.e., automotive services, food service); (2) completed and had
translated an informational brochure for prospective investors; (3) supervised the translation
of information sheets provided by U.S. companies that planned to attend the June 21
meeting; and (4) working with Intexpo, a Hungarian meeting planner, executed all the
1ogis-tics necessary for the meeting in June. See Deliverables, D.2,3,4,5.

Outreach elements inciuded:

g A letter describing the June 21 meeting, including some background about the
overall grant program. See Deliverables, D.6.

-6 -
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Personal calls made by Philip F. Zeidman to approximately 30 U.S. systems.
which were an effective supplement to the initial letter.

A call record was kept on company information sheets, as the status of
attendees changed frequently. See Deliverables, B.4.) ’

Liaison with EEL Budapest one or more times each day, so that all those
involved were kept abreast of ongoing developments.

EEL sent to those franchisors that expressed interest, or that had made a firm decision

to attend, a company information sheet to be filled out by the franchisor and be sent to

Hungary for translation and distribution to prospective Hungarian investors. Se¢ Deliverable

B.4 for all planning documents used prior to the June 21 meeting.

m. ACTIVITIES: The June 21 Meeting

Foliowing Mr. Zeidman’s trip to Budapest in May, the principal activity during late

May and the first three weeks of June involved planning and preparation for the final

meeting. The June 21 meeting, held in Budapest, addressed the final task described in the

proposal at page 2 of the December 1992 Work Plan (attached):

Y. .. to initiate contact between U.S, Franchisors and

Hungarian master licensees and franchisees.”

Activities in June included:

Meetings, correspondence and telephone discussions in Budapest with 59
identified prospects interested in U.S. franchising (35 were viewed as of
appropriate caliber; thereafter, it was necessary to decline requests to
participate). .

Preparation of company-related materials and an informational folder for
distribution preceding the meeting. See Deliverables, OI.



° Communication of final details to attendees, (see Deliverables, I1.), including
arrangements for transiators for U.S. company representatives (paid for by the
U.S. companies).

e Reception for attendees and other appropriate guests. See Deliverables, IH.

* All-day business meeting between Hungarian businesspersons and U.S.
franchisors. See I, photos.

L4 Evaluation/follow-up, including correspondence from attendees and English
and Hungarian press coverage of the meeting.

IV. CONCLUSIONS

L. The U.S. A.I.D./Deloitte grant to EastEuropeLaw represented a unique effort:
the first federal funding ever given to promote franchising as an entrepreneurial tool.

2. The interest in franchising in Eastern Europe--and spc;.ciﬁcally in Hungary.
where this project initially focused--was extraordinary.

3. The level of interest -- some generated, much spontaneous -- over the brief
course of the project (September 1992-June 1993) underscores the importance of additional
efforts in Hungary.

4, The basic premise of this contract ﬁas, and is, that franchising has the
capacity to energize entrepreneurialism and the small business sector in economies
experiencing change in Eastern Europe. As a corollary, it is important to inform and educate
the U.S. franchising sector and stimulate its interest in Hungary and other Eastern European
markets.

5. The activities carried out under the contract supported this effort and, in our

opinion, the meeting on June 21 was a satisfactory demonstration of those initiatives:



. Well over a dozen strong U.S. franchise companies were seriously interested
in the meeting, which franchisors attended at their own expense. See
Deliverables, OI.

. 59 prospective Hungarian investors contacted EastEuropelLaw about artending,
and 35 were viewed as being of appropriate caliber to attend the June meeting.
See Deliverabies, III.

6. Over the course of this project, we have taken part in a number of important
meetings outside of Hungary, or been contacted about the potential interest in franchising
elsewhere in the region (Bulgaria, Czecﬁoslovakia, Poland, Russia, Romania, Slovenia, etc ).
These experiences have convinced us that there is an equal interest and need in other
countries of t£1e region, particularly Czechoslovakia and Poland; and, quite possibly, the
N.LS. ‘

7. Perhaps the most important long-term conclusion has been in the heretofore
unrecognized link between franchising and privatization. We have concluded that franchising
has a role in the privatization process, which today is taking place in other countries with
widely differing political conteits, and is, of course, of special concern in Central and
Eastern Europe.

g. EEL Principal Philip F. Zeidman was asked to discuss this topic, for example, I
at the World Economic Development Congress, in Washington, D.C., in September 1592: at
the World Economic Forum in Davos, Switzerland, in January 1993; and at the International
Center for Public Enterprises Seminar on Franchising in Transitional Economies, in
Ljubljana, Slovenia, in June 1993. In all cases, the degree of interest was intense.

The Hungarian State Property Agency, like its counterpart in the other former

socialist countries, has asked on numerous occasions for assistance in understanding how
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franchising can serve as a vehicle for the privatization of state-owned enterprises. See SPA
presentation with Deliverables to Interim Report. The Organization for Economic
Cooperation and Development’s Center for Assistance to Europsan Economies in transition
has responded to requests from several countries in the region to send in experts to explain
how franchising can be used in the privatization process to increase entrepreneurial
opportunities as a technique to promote privatization.

In short, the logical next step in this undertaking is to introduce franchising as a part
of the privatization process itself. That was originally contemplated, and was deferred in the

interest of economy and time. It is time to return to that original concept.
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B.1.

B.2.

B.3.

B.4.

C.1.

C.2.

D.1-5.

DELIVERABLES

Materials given to visitors to Hungarian Franchise Association booth,
International Franchise Expo, Washington, D.C., April 23-25, 1993

"Some Thoughts About Intemational Franchising"; included in folder at A.1.

Notice, Outline of Zeidman Remarks to Hingarian Franchise Association
during Second Annual Hungarian Franchise Expo, Budapest, May 3-5, 1993.

Example of business meetings, Budapest, May 1993.

Meetings with State Property Agency; paper prepared with the Hungarian
Franchise Association and submitted to the SPA.

Set of charts, call sheets, company questionnaire used in organizing June 21
meeting.

Banking materials used throughout the contract.
Corollary Materials:

Heartland Program; Program, Paper from Meeting of the International Center
for Private Enterprises

T. Kovacs materials related to June 21 meeting (Information re Hungarian
companies, criteria for selecting atiendees).

Letter to prospective attendees re June 21 meeting; letter re translations

Materials and folder given to anendees at June 20 reception

Pages from Zentai book presented to Hungarian attendees

Pages from Franchise Directory presented to U.S. franchisors

List of U.S. franchisors attending June 21 meeting.

List of Hungarian prospective investors attending June 21 meeting.
Schedule of meetings between U.S. franchisors, Hungarian prospects (schedule
also comprises list of U.S., Hungarian attendees)

Photographs from reception, meeting

Zeidman letter to U.S. franchisors that attended meeting

Letters about meeting from U.S. Franchisors

Press Coverage .
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Note: The last set of materials are those requested by Deloitte that were not
included in the March 30 interim report.
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Material Distributed to Attendees
International Franchise Expo

Washington, D.C.
April 23-25, 1993



ments of Czzechoslovakia and Russia on the rewi-
sion of therr nousing laws. The 1ntuai focus in
Czechostovakia is on the drafting of a new con-
dominmumm law and other housing legislaiion. in
Russia on the potenuial of uniform housing law.

EastEuropeLaw, Ltd. through 1ts constitu-
entfirrns and resident counselin Budapest. would
be pleased to discuss ycur interest in doing
business in the region. and to assist you in these
transactions For more informanon. including
any questions vou may have. call one of the
pnnctpals of EastEuropeLaw. Lid:

Philip F Zeidman. Esq

Parmer. Brownstein Zeidman and Lore
A Professional Corporation

Suiee 900

140! New York Avenue. N W
Washington. D C. 20005

Tel; 202-879-5730
Fax: 202-879-5773

Lewis G Rudnick. Esq.
Parmer, Rudmck & Woife
203 N LaSalle Sueet
Chicago. [llinois 60601

Tel. 312-368-4055
Fax:  312-236-7516

Marin Mendelsohn. Esq.

Of counsel
EastEuropeLaw. Ltd.

2 South Square

Gray's Inn.

London WCIR 5HR

Tel: 071-242-9755
Fax:' 071-405-4464
Tamds Kovdcs. Esq.
Resident. Budapest

Tele:  26-1-266-4979
Fax.  36-1-266-6360



EasTELrRoPELAW, Ltd.
East-West Business Center
Rakoczi gt 1-3
H-1088 Budapest
Hungary

EastEuropeLaw. Ltd.. is a cooperauve un-
dertaking of independent lawvers and law firms
from the United States and Great Bnraun  The
consutuent firms of EastEvropeLaw. Lid.. con-
ducta transactional practice supporung new com-
mercial imnatves. entrepreneunal and educa-
tional efforts. sninally in Huneary. Czechoslova-
kia and Poland and ulumareiy in the other coun-
tnesin Central and Eastern Europe and the former
Soviet Union. The firms serve the legal and
business needs of -

+  franchisors entening the emerz2ing Cen-
tral and Eastern European markets.

- real estate. finance ind Jevelopment
compamesinyolivedn housing and com-
mercial development in these markets:

+  transactional matters involving Central
and Eastern European enterprisesas well
as US companiges Jotng business or
entenng the regien

EastEuropelLaw, Ltd.. under the auspices
of the U.S. Apency for [ntemaconal Develop-
ment. is structuning the lirst regional effort to
explan the franchising precess and how it can
support pnvatizaton. tmuatly n Hungary The
unique project represents the tirst direct assis-
tance by the U.S government 1o franch:sing.
Activities wall include conterences 1n Hungary
and the U S. and the production of vanous mate-
nials for enwrepreneurs and media 1n both coun-
tries and for both governments

EastEuropeLaw. Ltd.. under the aegis of
the U S. Agency for Internauonal Development
and the Urban Insutute. 1s advising the govem-
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Representative Hungarian Companies’
Interested in or Already Franchising

i

Franchisors

Danubius Hotels Chain of tourist hotels.

Dunafuszert Wholesaler of food and chemical products.

Karszitem Deck/roof maintenance service; interested in
becoming franchisee of U.S. company and of
developing regional information exchanges so
small entrepreneurs become more aware of
business possibilities.

Marke Systems Franchisor of Joker Markets, food chain.

Mecsek Fuszert Wholesale food company operating 17 retail
entities; interested in becoming a Master
Franchisee.

Other

Bacs Hamburger Fast-food restaurant

Bool Leases and uses state-owned real estate o

operate warehouse system.

Companies that attended a seminar on franchising sponsored by OTP Bank and
EastEuropeLaw, Ltd., Budapest, January 1993.

A



Cooptourist

Fotefu

Gasztrokristaly

Local Government Offices

Szikra

State-Qwned Companies

Baranyaker

Borsodi ABC

Fa-Forma

KisKunsag Restaurants

Pecs Furniture

19341 :ke

National network of travel agencies.

Could use franchising to buy and sell trucks
and cars; to operate gas stations and repair
services.

55 restaurant/cafeteria chain.
Some of which are attempting to operate local

government services through franchising.

Post privatization, plans to build small holiday
resort with access to thermal baths.

Operates a chain of consumer goods shops in
3 cities.

Chain of 45 supermarkets in the Borsodi
region. Considering converting shops to
franchising.

Custom cabinet construction.

Production, ice cream powder; operates chain
of restaurants, cafeterias.

Using assets of state-owned company under
liquidation to process, manufacture and sell
furniture. Considering role as franchisor.



INTERNATIONAL

Franchising Helps Change Economic Face of Hungary
Carof Tiegs, European Correspondent

BUDAPEST. Hungary — What an exciung tume to be in Hungary — particuiariv
1n Budapest. Budapest has been buwit. conquered and destroyed. and glorousiy repuit
repeatedly. Most recently, the city grandly prepared for its millenmium celebration
in 1867. 2nd buiit on a massive scale into the eariy 1900s \n proportions and stvies
not often seen in the US )

Beneath soot from the fires that burned here for two months following bombing :n
World War II. grime from years of commumst neglect. and exhaust from some of the
world’s poorest quality gasoline, Budapest is preparng 1itself for a new glortous epocn.
Sandblasting, plaster and paint are transforming the surface, and franchising 1s
helping to transform the economic and business base.

This by way of intreduction to the Franchise Conference held May 7-8 and coinciding
with Hungary's first franchise expo (CFR Vol.22, No.10). The conference was sponsored
bv the Hungarian Franchise Asscciation and EastEuropeLaw. Ltd. A key focus of
the conference. artended by managers of state-owned comparnes as weil as by potenual
master franchisees, bankers and attorneys, was what role franchising could play in
converting large state-owned companies into profitable, market-driven businesses
A second focus was where money might come from for this or any franchised business.

Managers of two state-owned companies presented their organzations as case studies.

The state-owned Department of Tournism is the largest single catering and restaurant
operation in Hungary with over 440 restaurants, cafes and bistros. [ts operations
also include a mobile service for catering on trains and at special events. a travel
agency, hotels, and currency exchange. Privatization must be underway by June 30

Consensus was that the firm offered several viable franchise possibilities using marxet
segmentation to create separate business concepts. Hotels could be spun off into a
distinct operation that might be of interest to a franchisor willing to bring buiidings
and service up to expected standards. Yarious restaurant concepts might be split apart.
or operate as separate concepts under a common tradename similar to the distinct
new concepts Holiday Inn has developed to appeal to different market segments.

Philip Zeidman of EastEuropeLaw speculated that the firm might wisn to purcnase
some Western know-how to help set up the business systems, standards and training,
but that a Western trademark might not have that much meaning in Hungaryv He
also warned of the challenges in meeting franchisee expectations for lovaiiy,
confidentiality and total support in a market-segmented franchise system

MURAT, the second state-owned company presented, is responsible for sales and
service (80% wholesale, 10% retail, 10% Service) in seven areas: security equipment.
restaurant and catering equipment., hardware items. warehousing equipment spare
parts. employee protectizcn items and horticultural equipment. Not all stores or
products bear the company name.

Obvious questions to determine whether franchising can work here include how 1arge
a market ex1sts 1n any of these areas. and whether these markets could best be served
bv a few large operators. money smail operators. or a dealership system. Cleariy wrere
tradenames do not exist. or appear to have no transfer value. franchising 1s fess vian:e
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Zerdman pointed out two painful results of transforming to a francnise system from
a system wnich has guaranteed evervone work. even if only an nour or so of productive
tume per aay. First. franchising tends to decrease head office needs by spreading
management tasks throughout the franchise network. Second. the former state-owned
compantes may need to cut far back to a healthy core of the business in order to be
profitable.

Although he spoke through a translator. the pain of change was ciear 1n the voice
of MURAT deputy general manager Jozsef Till as he shared the feelings of many
compatriots. “Transformation is a very arduous process. We must make a mental
cnange to profit-making and shareholder responsibility as opposed to old
responsibilities to central management. We have the challenge of responding quickiy
to a daily changing marketplace”

Other challenges include the size of these companies. and foot-dragzing by emplovees
who know their jobs may be threatened. Fully one-third of the companies remaining
to be privatized are expected to fail. But there are also examples of success. such as
MicroAge Computer's transformation of two former state companies into a 22-unit
franchise showing profit in its second vear. There 1s no mistake, however. that the
Hungarians are deeply committed to change.



Kovacs, Tamas

EastEuropelaw, Ltd. . e .
Tele: 361-266-4979 Contact: Philip F. Zeidman

Pax: 361-266-6360 Brownstein Zeidman and Lore
Washington, D.C.

Telephone:; 202-873-5730

Telefax: 202-879-5773

U.S. AID Funds Deloitte/EastEurocpelaw
Unique Franchising Venture in Central and Eastern Europe

The United States Agency for International Deveiopment ("A.l.D.") has
awarded a unique grant to Deloitte Touche international and EastEuropelaw, Ltd.
10 promote the developrment of franchising. The project, focusing on franchising
both as an entrepreneurial tool and as a vehicle for privatization in the changing
economies of Central and Eastern Europe, will begin.in Hungary irmmediately, with
parallel activities in the United States.

EastEuropelLaw, Ltd., is a cooperative undertaking of independent lawyers
and law firms from the United States and Great Britain; it is engaged in assisting
franchisors and other businesses interested in the new market of Central and
Eastern Europe, as well as local enterprises and governmental entities in the region.

The venture has three principal goals:

1. To improve the understanding of franchising by governmental and
business interests in Hungary, to assist in the development of locally based
franchising and to show the advantages franchising can:bring to the small business
sector and to privatization.

2. To communicate information gbout the Hungarian market for franchising
throughout the U.S. franchise community and to interest specific U.S. franchise
companies in expansion into the Hungarian market.

3. To broaden the understanding by U.S. and Hungarian financial
institutions of the opportunities available in financing investment in franchising in
Hungary.

Some of the techniques to be used wiil include:

Presentations at meetings in both Hungary and the U.S.
Conferences and workshops, both in Budapest and other cities
Preparation of market data

Arranging meetings between U.S. companies and prospective
licensees in Hungary


http:begin.in

EastEuropelaw, Ltd., Budapest, wili be responsible for implementation of the
project, "Franchising in Central and Eastern Europe: Hungary.” Philip F. Zeidman, a
founding principal of EastEuropelLaw, Ltd., and founding partner of Brownstein
Zeidman and Lore, a Washington, D.C. law firm, will lead the EastEuropelaw
efforts. .

Deloitte Touche international, an international accounting and consulting
firm, is one of the prime contractors for A.l.D.’s programs in Central and Eastern
Europe. Deloitte will provide administrative support for the franchise initiative.

David Cowles, the A.l.D. representative attached to the U.S. Embassy in
Budapest, said of the agreement, "We are gratified to be able to join those who
have worked with franchising worldwide for 25 years in assisting the development
of prospective entrepreneurs in one of the most promising of the emerging
communities in Central and Eastern Europe. We believe franchising has much to
offer to Hungary, and other nations in the region, in supporting their cbjectives in
the areas of privatization, investment promotion, and small business development.

Ve



HUNGARY

International Trade

IMPORTS FROM UNITED STATES
UP 23 4% THROUGH NOVEMBER 1992

BUDAPEST—Hungartan imporis from the United
states totaled $346.8 million 1n the first 11 months of
1992. up 23+ percent from the same period a vear
carher. according fo the latest stausucs from the
Maniserv of International Economic Relations

Hungarys exports 1o the United $tates declined
+ 3 percent to $272.1 mithon over the same perod,
the datz show

[stvan Major. depury state secretary at the ministey,
said Jan 26 that he expects rade between the rwo
countries to increase 1y 1993, perhaps to a total of
$700 million

He said 1992 was a turning pont n U.S Hungar-
ian trade relations with the Unied States grannung
Hungan- permanent most-favored-nation trade status
in Apnil (2 EER 337, 4/27/92) and Hungary becom
ing ehigible for U S and other Western high-technol-
0gy exports atter tne Coordinaung Committee on
Muliilateral Export Controls removed the nauan
trom sts list of proscribed desunauons 1n May (2 EER
380, 5/11/92)

Minstee spokesperson Klara Fogarasi told BNa
Jun. 26 that Hungary s major imponts from the United

States were machinerv and equipment, which ac-
counted for about 30 percent of torat IMpPOris irom
the United States. spare parts (abour 30 percentr,
consumer goods. {about 15 percent), and agricuttyr.
al and food-processing equipment (abour 14 percent
1o 13 percent)

Hungary's exports 0 the Unied States. mean
while, consisted largelv of food products, materials
and spare parts and agricultural and food process-
ing equipmen:. Fogarasi said. with each categorny
accounung for some 30 percent of total exports to
the United States

Within the matenals and spare parts category,
Hungary exported mainly telecommunications and
mining {ore processing) equipment, as well as trans
portation equipment and chem:cal/pharmaceuucal
commodities. Texules and apparel comprised 2
small segment of exports, she said. -

Economic Trends

ECONOMY POSTED MIXED RESULTS
LAST YEAR. U S. AMBASSADOR SAYS

BUDAPEST-—US Ambassador Charles Thomas
summed up 1992 as ¢ good news. bad news vear
for Hungary s economv

Hungarv experienced us third vear of recession
last year, with the gross domesuc product (GDP)
declining bv berween ™ percent and $ percent.
Thomas rold a Jan. 26 business conference.

Unemployment 15 more than 11 percent and sull
growing. Of the unemploved. 60 percent are voung
people, many first-ume job seekers.

Industnial producuon, said Thomas, fell 21 5 per.
cent last vear and “perhaps one-thid of all swaate-
owned enterprises are nsolvent. " Finaliv Hungany
conunues 1o have the highest per capua foreign aebr
in Europe, totaling more than $22 illion

The good news. according 10 Thomas. was that
Hungary attracted $1 5 billion 0 direct foreign 1n
vestment, ‘which 1s more than half tne amount
mnvested 1n the entire reglon -

In addiion. the couniry has ‘successfullv reor.
tented rade from East to West.' Thomas sad
"Three-fourths of Hunganv's traae now 15 with the
West, giving 1t a $70+ million current account
surplus.”

Inflanion fell from 33 percent in 1991 o 22 per-
cent at the end of 1992, the ambassador noted.

The private sector has grown substanually Todav,
there are 63,000 private irms 2nd 600,000 1ndiv igual
enrepreneurs operatung 1N Hungan Two vears ago,
said Thomas. 18 percent of the GDP was generated
bv the pnivate sector. Todav. u 15 more than 33
percent

“The challenge facing Hungar  suid Thomas “'is
to adopt programs and policies which will allow- the
private sector 10 grow and prosper so that 1t widf
provide the jobs. exporis and the tax base 10 sustdin
Hungarv througn the economic ranstormation and
bevond.”

o\
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The Hungarian Franchise Experience

Carol Tiegs. European Cofrespondent

BUDAPEST. Hungary — Peter Freed, president of Duna Elektronica. master
francnisee for MicroAge Computers, has first hand experience in how franchising
can work in Hungary's privatization process. He spoke at the May 7-8 francnise
contference 1n Budapest attended by CFR.

Budapest-born, Freed was a U.S. franchisee of four MicroAge units which ne sold for
the opportunity to do business 1n his native country. He 1s also responsible for
MicroAge franchise expansion in Poland and Czechoslovakia.

Freed met his primary joint venture partners at the first Hungarian franchise
conference, held two years ago in Budapest. Both were state-owned firms being
privatized, bringing with them an existing chain of 22 shops located 1n each county
seat. Shops were redesigned. and staff retrained to MicroAge standards. Parual
funding was obtained through the Hungarian-American Lending Agency.

“A disadvantage with a state-owned company,’ savs Freed. “1s that the people are
not used to a local entrepreneurial management concept. but to centralized control ™

Freed's organization 1s providing continuing training to help overcome this problem

Duna broke even 1n its first vear of operation (a loss had been planned.. and is profitabie
1n 1992. Additional franchises are being offered and plans cail for a totai of 40 shops
by the end of the vear.

“Computer demand here seems larger than we originally projected. especially as the
economy continues to grow. sald Freed. “And people are willing to pay for a quahity
product Thev are especially interested in quality”

George Hemingway, president of Hemingway Holdings, master licensee for Dunkin
Donuts. Kentucky Fried Chicken and Pizza Hut. is in his fourth vear in Hungary
He has one Pizza Hut unit open 1n Budapest. and both a Dunkin’ Donuts and KFC
location set to open in September. He remarks that it costs more to have a unit 1n
the ciry. but it's much safer as a business venture.

Hemingway 1s bullish on franchise opportunities in Hungary, but warns of “‘quacks
and charlatans flocking to Eastern Europe to offer their franchise expertise’

A good reminder 1n any country. he urges a careful analysis of the credentials of an:
potential advisor.

“From 1993 on. I estimate scores of new franchise units in Hungary,” Hemingway
continues. “Franchising here is not theoretical anymore. We will include Hunganan
entreprenewrs 1n all our systems here and plan to provide financing assistance

Specifically, Hemingway calls Hungary “the one country 1n Eastern Europe w1th
social stability plus a stable government and a stable opposition party that believes
economy and democracy go hand in hand. It’s the only place here where investmen:
as we know 1t and on a scale we require makes sense.”

Hemingwav stands by a previously published statement that, “Most of Eastern Euraps
will not be standing on its feet 1n 10 years to come.”

Freed shares Hemingway's feelings on Hungarian stability.

“The Hungarians have entrepreneurial skills learned in a thriving black marxe:
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HUNGARY

U.S. AID Funds Franchise

Project
by Phibip F Zewdman, Exq

(Edizar s Note FRiip Zondman 5 g garmer of the Wasnmgton law
nrm ot Browmatan Zadman and Lare, heads 1ts francaming proctice,
and 8 General Counset to the Intermanonal Francse Astocaton
He u & townamg princend of FastEurgpelaw, Lid , unia omees vt Bu-
dapest This is the firse of @ senes of anicles on Fancaing n
EastiConeral Eurcpe )

On September 1, US AID awarded a grant to Delowte
& Toucne internazonal and EastEuropelaw, Lid. to pro-
mote the development of franchuang in Hungary {t1s the
first ume an agency of the US, government has funded
any tranchise program; it 15 remarkable that the maiden
efforr occurs. not 1n the famubiar surroundings of the
United States, but 1n the newly emerging market of
Central and Eastern Europe. The imual six-month effort
(which mav carry on at least through the first six months
of 1993) will focus on franchising as a vehicle for enoepre-
neural change and for pnvauzation in the regron.

EastEuropelaw, Ltd. ("EEL"} 13 a cooperznve under-
taking of independent lawvers and law firms from the
Uruted States and Great Briamn. It assisis Western fran.
chisers and other businesses as-well as local enterpnses
and governments throughout the reqon.

Why Franchuing

AID has agreed w back the franchising propect on the
realizanion that franchusing has some speafic syengths
that respond to critical needs in the new market
economues of East/Central Europe and 1n other develop-
tng markets. The 5 vears of US. expenence in franchusing
has shown that thus rather simple system of distnbuton 1s
capable of.

new business and empioyment generanon:

*  npudly expanding a business or service concept
with reduced nsk for the franchuser and a greater
chance of success for the franchuses;

=  trawung for the mud-managenal level that has not
ensted 1n the economies of East/Central Europe
for 40 years;

*  dehvenng consumer goods and sernices of a
consistent level of quality and pnce to consumers
who have been derued any real choiee 1n the mar-
ket duning previous years.

A burgeonung fasananon with franchising was evident

n Hungary quite eariy on, and wday there 13 2 nascent
Hunganan Franchise Assaciation actively working in
Hungary to promote foresgn investment and indigenous
franchising. A second orgamzation, the Franchise
Institute. has just formed; one of its principals 13 the
author of the first book on franchusing ever published 1n
Hungary Hungary also has several assocanans of enoe-
preneurs, formed well before there was much entrepre
neunalism on the scene. Both these assocations can be
excellent sources of contacts for those seelang to deveiop
franchuses or business assocatons in Hungary

Project Goals

The prinaple obecnves of the franchising propect are
0 create & basic level of undersanding of fran-
chising 1n Hungary and us potental as a caulyst
for new business peneration;

*  to commurcate to the US. franchising commu-
ury informmanon about opporumibes in Hungary,
and t0 interest spemfic franchusers in expansion
into the Hunganan market:

¢ 10 broaden the undersuanding by US. and
Hunganan finanaal inshtuzons of the potental
in fnanang franchise investents in Hungary

The first phase of this effort will focus almost enbrely

in Hungary. The projct then will broaden its emphasis in
partto US franchusers and the multtude of oppertunioes
for bnnging this information to then. The outreach to
firancial msttutions will be a parallel effort 1n both coun-
tnes

implementaton
What are the butlding blocks of thus unusual strucrure?
To a sigruficant degree, they will be based upon expen-
ences 1n bnnging the concept of franchusing o other courn-

tnes but they wall also draw trom the eariy expenences in
the region nself. [n the Last two vears the concept of fran-
clusing—as a techruque tor expansion of local comparnes,
45 a method for the wntroduction of Wesiern goods and
services Lo the region. and a5 a vehucle tor the pnvanza-
tion of state-owned enterprses—nas been inwoduced at
conferences in Budapest, Pragug, Warsaw and zisewhere.
These conterences nave been cponsoted by groups rang-
ing from the International Bar Associabon to the annme-
nopoiy agencies of the affected countries to the
Crganization for Economic Cooperation and
Devetopment. EEL has been asked o partapate in all of
these programs, and we have become convinced that,
while they are no substirures for one-on-one discussions
with countries wathun and outside the regon, they remain
an essennal ool for communicanon.

As a consequence of that expenence, the AID prowct
will include presentanons at meenngs, conterences and
workshops in Budapest and other Hunganan aues (“fran-
clusing on the road™), the compiation of Hunganan mar-
ket data for US. franchisers and ultimately the idennhca-
ten of both US. comparnes and prospective Hunganan
franchisees The Hungarian companies will be those
undergoing pnvanzaton at their own 1usative or under
the aegs of the Sate Property Agency. A final and cnual
element will be a presentation before Western franchusers
inthe US|, and perhaps sisewhere in the Wes:

Franchising and Privatizanon

AlID and others in the future may also consider the
pectennal franchising offers o the privanzanen process.
Covernments in East/Central Europe, like dozens of gov-
ernments worldwide, are, of course, considening or imple-
MENtIng prvatzauon intbauves to reduce the cost of cer-
win government functions and improve the etficency of
Pasic services 1n those counmes. Franchuning can be uti-
lized 15 2 vehudle for the privatization process. whach 15 a
topic we will report on further in corrung months.
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FRANCHISES CALLED GOOD APPROACH
TO ENTERING EASTERN EUROPEAN MARKETS

Franchising is uniquely suired to starting buss.
nesses in the emerging economies of Eastern Eu-
rope, 2 U.S. lawyer with experience in franchising in
Hungary, the Czech and Slovak Federal Repubiic,
and Poland said March 16.

Consumers in those countries are particuiarly ea-
ger for the types of new goods and services fran.
chises are good at delivering, said Philip F. Zeid-
man, a partner in the Washington, D.C., law firm of
Brownstein Zeidman and lore and in EastEurope-
Law Ltd, an association of independent law firms
and auorneys interested in Eastern Europe.

In addition, the countries of Eastern Europe have
a long tradition of small business thar was held back
under communist economic management, Zeidman
told a meeung sponsored by the trade and business
commuttee of the American Czechoslovak Sociery.

Franchises provide 2 way for companies to wup the
energy of individual business enuepreneurs, while
reraining some degree of conuol over them, Zeld-
man said. Franchises sell fast food, clothing, and
services such as photocopying or picture processing,
he said. There are also hotel chains and industrial
franchises, such as soft drink bottlers, car manufac-
turers, and oil companies, he added.

MicroAge Experience In Hungary

A Washington, D.C,, franchise of MicroAge, an
Arizona-based computer company, set up franchise
rewil outlers in Hungary, a representative of the
company said at the ACS meeung. Through 2 joint-
venture arrangement, 3 Hungarian partner brought
locauons and personnel to the deazl, the U.S. busi.
nessman said. The approximately 220 locations were
granted franchises for distribution of computer
equipment, he said

The arrangement has worked from the distribution
standpoint, the businessman said, but sales have
been slow, and have been chiefly to U.5. clients who
do business in Eastern Europe. Consequently, out-

lets in smalier cities have not done as well as those
in major towns, he said.

Training of employees was subsuntially different
in Hungary than in countries where free market
business practices are established, the businessman
said. Instead of the usual two-week orientauon,
MicroAge found it needed constant training, *d con-
tinuing process of reinforcing corporate goals, a lot
of hand-holding,” the businessman said.

Zeidman cautioned that companies that already
have overseas experience with franchising are better
suited for success in Eastern Europe. “You need to
know if your product travels well and that you have
the capability of supporung it,” he said.

Zeidman and two colleagues provide a2 more thor-
ough discussion of franchising in Eastern Europe in
an article prepared for BNA's Eastern Europe Report-
er (1 EER 190, 12/9/91).00

MARCH 30,
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Franchising Goes Global

Franchising is one of the world’s fastest growing and most lucrative
industries. Franchise businesses will be turning over an estimated S1
trillion in sales by decade’s end. And the industry is setto take on the global
market place. WORLD LINK looks into the wonders of this remarkable
business formula and gauges its potential for the international economy

"PHILIP ZEIDMAN
Partner
Brownstein, Zeidman,
Schaomer

An attomey based in
Zeidman has over 20
years of sxperience
dealing with
international
franchising. His firm is
involved in European
developments and was
insbumentai in setting
up a project with the
goal of developing legal
and commercial
business in Eastem and
Centrai Europe.

n 1955, the United States had two ham-
burger operations. one which was called
MecDonalds and the other White Castle.
The latter was by far the better known.
Berween 1955 and 1985, White Castle grew
through its own internal resources from 27 out-
lets to 167. McDonalds, which chose the fran-
chise route, went from 1 unit to 8,278 units and
became one of the most spectacular business
successes in modern times.

Of course, this is an extreme example, and a
broad range of factors contributed to the success
of McDonalds. But it illustrates the undeniable
fact that franchising permits businesses to grow
much more rapidly than any other method. By
increasing the efficiency with which goods and
services are distributed, it brings impressive
gains to any economy. But the significance of
franchising goes well beyond economics.

On a culturat level, franchising is one of the
few developments that generates employment,
earmings and entrepreneurship at the same time.
It disseminates ownership rights and decision-

. making power to thousands of small-unit operz-
+ tors. This means that franchising is not only effi-

102 'WORLD UNK

cient, it has an enormous political significance in
market economies. For developing countries or
countries shifting to a market economy, franchis-
ing has the effect of creating relationships be-
tween one economy and another. It promotes the
sharing of technologies, trademarks, marketing,
intellectual property and even
architecturat design. [t deepens
cooperation by building on the
investment of hundreds oreven
thousands of people, each of
whom must generate his own
profits,

Not surprisingly, aware-
ness of the benefits of this busi-
ness formula is growing at the
international level. Companies
like Holiday Inn. Burger King §
and Dunkin Donuts were tar- [
geted for the sort of large scale
acquisitions at price levels once
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reserved for industrial giants. Franchising is well
on its way to becoming a significant financial 1n-
strument in developed countries

In the emergence of a market economy there
is an obvious link between privanzaton and the
techniques of entrepreneurship. All across East-
ern and Central Europe there is a growing inter-
est in franchising. In Hungary, there is a govern-
ment development fund with memnes earmarked
specifically for franchising businesses. The Hun-
garian-American Enterprise Fund was estab-
lished by the US Congress to promote private
initdative, and the first investment that fund made
was in a franchise business called Donasphere,
which has the rights to operate a retail computer
business in Poland. Hungary and Czechoslova-
kia. Franchising is currently a formula almost
tailor-made to the needs of these countres.

[tis also a particularly good development tool
in any part of the world where financial resources
are short and the need to stimulate individual ini-
dative is acute. Latin America, where franchising
is makinginroads, is a case in point. Mexico 1s the
most advanced here, both for encouraging for-
eign franchises and developing its own indige-
nous operations. It seems no coincidence that
Mexico also has one of the fastest growing econao-
mies in Latin America.

Franchising does have significant export po-
tential. The initial cost of internatonal franchis-
ing is high, but the formula lends itself ideally to
export Foraservice or "uniform
business format” franchise, set-
ung up in a foreign market in-
voives few shipping costs or cus-
toms problems. There are no
tariff bartiers to be dealt with. it
puts little strain on the recewving
4 country’'s balance of payments.
In decades past, franchising has
been proven the ideal way to
make abusiness grow and in this
decade - as the economy be-
comes increasingly global -
should generate similar resuits
on an internatonal scale W
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Franchising in Eagtarn Europe

McGoulash to go

BULAPEST

HREE vears urer 15 pemung, cne Me-
Donate s restavranc ast it Vaer Lirea
Budapest s main snocping ereet, s sall
packed witn customers Pleased at the suc-

w255 Of 1ts fAagsnip anc ov tne protitabilicy of

ws three orher comopanvowned outlers
around the cv. McDonzald's deciced o
iook for tranchise partners (O dpen more.
To uws surprise, hundreds replied o the ad-
vertisement manv with enough caotal o
pay tne licence fee of 4.Jm forings tS:t 000]
Since then. one McDonaid's franchuse has
opened m a Budapest suburb. There coutd
be 1 dozen more ov the end of 1992,
McDonaid's 1s nor aione 11 discovenng
that franchising mav be not only the ieast
rikv bur aiso che most popuiar wav of 1o
vesung in Hungarv. When Fast Food Svs
tems Internatonal adverused franchise b
cences for uws Diae Fried Chicken
rastauranes, « got.the same overwhelming
response. Other Arms chat have complered
contracts. or want to. include Burger King,
Pizza Hur, Budger. Awis, Landauer (an Aus
trizn bakery chamn), chree clothes chamns
{(Klatder Bauer, Yves Rocher and Benerton),
Manpower {a temping agency) and hortel
cnatns hike incerconnnencat and Novocel,
Throughout postcommunist Europe,

Feeding the Hungary

franchising has spectal advarrages for for-
e1gn companres. For manv, 1t 1s che only way
to sde-step the run-dawn, state-conrrolled
distnbunion systems, which have no tncen-
rve to deliver preducts on nme, o ac all.
With 15 own network and 1ts own shops, a
company can be sure chat its products actu-
ally ger on o shelves.

There are other advantages. Franchise
owners who have learnt western sales and
sarvice practces from their parmners wall

PO

NEEY, N

have an edge over local nvais. Quaiity an
prce can be controlded more e'.rcr:'m:w
And, as 1t does svervwnere, Pnncnmng low-
ers the investment GsK in ickv, markess.
Whereas joint ventures can wvoive ‘arge
capial investments and impeneanie iegat
complicanions. franchising orings saies—
and brand recognimion—at a far iower cost.

Franchusing wil aiso heip western s
tap into whar is going o be a surpius of or-
vate shop-owners with a deartn ot expen-
ence. Hungarv pians to prvarse {0000
state shoos within the nexr few vears. Po-
land and Czechosiovakia have sumiar pians.
Yer not all of the enrrepreneurs wno get
told of them wll be readv for compiete in-
dependence. Buning 1nto a tranchise means
help wath shop design. assured suppites ana
services, easier access 1o Dank loans waimost
tmpossible to get ocnerwnse, since East Euro-
pean banks are subject o aght meneary
controls) and advertsing.

Mr Endre Fazekas of McDonald's in Bu-
dapest thinks that ovming a franchuse s the

ect psychological solution for cre new
breed of East European businessmen wino
want to own shops but are fearful of tosing
thetr savings in 2 shufing economv- " Thev
know that McDonald's will @ive chem a cer-
tain securtcy, and chat the companv 5 not
mrerssted in having 2 manchise parmer wno
1s in rrouble.”

A few East European firms are also av-
ing our the svstem. [ncellrobor, a privaze
Hunganan company thac imports comput-
ers and elecronucs from Tawan, wants to
set up 1 own chain of shops < cutlnguun
irsalf from 1ts manv nvals. to provide sernce
as well 23 hardware, and to defeac distnbu-
tion problems. Hopmg 0 have as many as
aight franchse shops by the end of he vear,
Intellrobot m=d runming an aavermsement
and, like McDonald's, got aver 300 repites.
tnostly from owners of privace shops.

There are sall problems to be worked
out. Huogary has no manchise law and.
though thus poses no real obstacies to a fran-
chise arrangement, 1t does mean that con-
tracts can be rough to hammer out—and
thac furure changes i the law mav require
firms to alter them. Buc che mggest nurale
may be 2 more basic one: in Hunganan
there 11 no word for “francihuse”
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FRANCHISE FRANCHISE
SZOVETSEG ASSOCIATION

Titkarsag Secreiacia
Postariok 446 Budanest. 1536 POB 246, Budapes: ~-133:
Teteron "13 46 19 Teieohone 381775 45 it
Faw 1359349 Fax- 36 3563 15
Introduction

The Hungarian Franchise Association is a newly established society formed m May.
1991 by a number of Hungarian organizations dealing with different aspects of
franchising The aims of the HFA mclude
- establishing and supporting the franchise type of business uself in Hungary .
- facilitating its acceptance as a sound business opportunity,
- helping companies and individuals in finding appropriate franchise partners.
- introducing the European Code of Ethics for Franchising.

The HFA orgamzes seminars devoted to different facets of the franchise method
analysing specific problems due to the transition of the Hungarian economy like legal
adjustment, joint ventures and franchising, the role of franchising in the Hungarnan
privatization etc. conferences and exhtbitions

The Association's cbjectives also include publishing introductory information on
franchising to help those interested to get acquainted and acting on behalf of this
emerging community in relation to governmental departments when and where
related legislation is formulated or needed.

Officers of the Association:
President: Mr. Endre Fazekas, McDonald's Hungary Ltd

PP+ Ms, Maria Udvardi, Kereskedelmi Bank ‘plc
Mr. Mihély Haraszti, TRADEMARK Franchise & Marketing Cons

Members: Mr. Laszlo Forczek, FORDAN Ltd

Dr. (Mrs.) Agnes Kiraly-Vegi, CECC.

Dr. (Mrs.) Gabriella Szemere, Dixie Chicken Ltd

Mr. Endre Viragh, Epit8gép ple
Ethical Commettee: Dr. Kédroly Egri, Attorney
Supervisory Commerte: Mr. Andras Hirschler, Investcenter

Secretary General (CEQ). Dr. Istvdn Kiss

, Member
KeRESKEDELY BANK R ofthe Do
A Magysr Hungarian %i&
Franchise Szovetség Chamber of ¢
ENCMIMCE  1993. évl fGszponzors Commerwe =
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FRANCHISE FRANCHISE
SZOVETSEG ASSOCIATION
_ Titkarsag Secretariat
Postariok 446, Budapest, 1536 POB 446, Budapesi, H-1536
Telefon: 115 46 19 Telephone: (361} 115 46 19
Fax: 135 93 49 Fax. (361) 13593 49
FRANCHISE

THE PRIVATIZATION TECHNIQUE

based cn a study entitled Franchise as g Privatization Technigue
prepared by the Hunpanan Franchise Associaticn

Reprint from PRIVINFO
a bi-weekly Privatization Magazine
the official publication of the
State Property Agency

Yol. 2. No. 6,
varch, 1993 ,



FRANCHISE

> .
Franchise and privatization
in Hungary

Franchise might became a new entrepreneurial form of
privatizanan n Hungary This was ane theme in the conference
“The Franchise i Hungary” recently held by EastEurapelaw
and the Natranal Savings Bank 1n Budapest recently

Fareign and Hungarian cantributars of the event have lec-
tured on the basic principle and ecanamic impartance of
franchise, hove presented the opplicahon opportunities of the
method in privaitzing state compenies and services, and have
alsa discussed financing issues

EastEurapelaw Utd. was established by Americon and
British lawyers and lawyers” affices. Their goal was ta spread
franchise as an entrepreneunal farm ond a privatizatian tecl
thraughaut Central and Eastern Eurgpe USAID, the intema-
tianal development.office of the United Stotes, provides financral
support for their program EastEuropelaw Budapest Ud tries
to expand the knowledge of Hungarian stale and entrepre-
neuriol organizohans on franchise by organtzing lectures and
conferences In oddihan, tney supply Americans transferrning
franchsse with Hungarian morket infarmation

Accarding to Philip Zeidmen, co-founder of EastEurapelaw,
franchise as o privahization method can be successfully ap-
phed to those companies whase structure ona management 1%
similar ta thase usuol in franchise systems Good exomples are
trading companies, big deporment stores, hatels and tourism
services with natianol and regianal chains In privatizatan by
franchise, tnere 15 na need far o singie big investar 1o buy the
whole chain; indmduol umits may have seporate awners The
central organtzonon con be the reaprent of the

\

franchise which, ofter that, fransfers the method fa the urts of A
the chain The faking aver of tested knaw-haw ensures the ei-
ficient functioning of an enterprise, and this motches the
genuine goals of ie change of ownership

Franchise may also promote the development of demesic
small enterprises Infernahanal experiences indicate that the
adopticn ot the mefthod considerably imaraves the odds of a
new enterprise's survival. It provides awnershio acquisitan ao-
portunihes fo small investors, and drawing on the pooulanan s
money also makes 1t easier to finance privanzahan. Finally,
ensures that domestic property remans 1n domestic ownership

A number af Western franchisers are present in Hungary
Franchisers seffling here generally run their enterprise in part-
nership with a local company

The Hyatt Intematianal hotel chain apened the Budapest
Alrtum Hyatt Hatel in 1982 Hotel Novatel Budopest is @
member of the French Accard hatel and catening campany
group.

Amang fast-food chains well-established 1n franchise en-
terprising, McDenald's was the first to apoear an the Hunger
1an market. The Amencan company established a join: ven-
ture with the Babolna Agricultural Cambine, with each side
halding 50 percent McDarald's restouronts have quickly
sprecd throughout bath the capital and countryside

Pizza Hut, Kentucky Fried Chicken and Dunkin Sonuts
restaurants and shops are run by the Central Eurapecn Fran-
chise Graup, with exclusive fronchise rights in Hunger Burge-
King and Doiry Gueen have alsa apened et firsi s~2cs
Hungary

The MicraAge internalional computer tecnroicey and
sofwars company autharized Duna-Elekirantka, ¢ Hurgerion
American jaint venture, with exclusive franchise ngnt ong
operates 20 shops in the country.

Franchise cnains are olso operating in tne ‘e of
services, such os the Mister Mirut shae reparr quick

service
_/

Franchise, the privatization technique

The studv abridged here has been prepared bv a
working proup of the Hunganan Franclise Associanon
Jor the PRI-MAN Company.

THE PRINCIPLE AND GENERAL ASPECTS OF FRANCHISE

A franchise—type enterprise is an activiy tn which the
Jranchiser sells together with the use of brand name and full-
scale iraining a complex systent thoroughly formulated in every
profesvional and conunercial respect and successfidly tested in
inarket economic circumsiances to the franclusee who, for
paving a licence fee, runs it for his own benefit as an inde-
pendent enterprise, on an agreed field and for a set iime indi-
vidually, but on the basis of prescriptions and coustant assist
ance af the francluser

The essence af the franchise furm s that the tramework and
content at the enterpnse can be swimply multiphed and run. the
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entrepreneur i~ mdependent but he s stll not gione e oew ot
the ~ate of the Hunganan enterprising culture anc te acs o
necessary hnowledge, o118 no exaggeratian that trancnise mignl
beeome one of the mast ideal tools for dynanucalls ~aunong up
and devetopmg the Hunganan pnivate sphere

SOME TIMELY HUNGARIAN ASPECTS OF FRANCHISE

In the Hunganan suauon. i is important that the tohow.as tea-
tures exist:

—a franchiye system has proven iis successiul ape—ten anud
market cireumstances,

— the franchisee recerves not only a tull {professo tie. man-
agement. marketing. financial. etc. ) syslem. dut s L~ ThLced
protessionally and for the management ol the ¢~ 7o~

— his enterpnse. 1o be financed humsel!, v legaln 2m2 1 ~eally
independent.

prd
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- his activity 1s limited sn ume and scope.

— he does his Job according to instructions and not based on
hus own ideas;

- although aconsiderable pan of the profit 1s thz franchisee’s,
he has to pay vanous fees for the usuge of the system

A franchise—type enterprise sausfies those basic governmen-

tal prionties which are crucsal among Hungary's long-term eco-
nomic and soctal zoals. The {oltowing are listed 1n this category

— assisling private en{erprises.

- m the framework of pnvauzation, transforming siate com-
pantes and diy 1ding them mto tndependent umts in the field
of small trade, ~ervices and ourisn:

- creating jobs to fight unemployment and promoting 1ndi-
vidual existence on a persenal or fanuly basis;

- developing underdeveloped regions and increastng their
economic and business potenuals,

- naturaltzing modem management knowledge and tech-
nigues.

~drawing 1 forelgn capital.

— altracting and drawing tn private capual and <avings in
business fife to an increastng exient:

— foreing the producuon of high—standard products (o mncrcase
expor potential.

— utihzing foreign credit opponunities und evenwal aid on
an vperative busmess hasis. m accord with the main con-
sideratons of the creditor :

In generak. it can be esteblished that tranchiang. m perspec-

the isaple o create a sy stem

— which iv interconnected

- reptesenting J4 sttong ecenontce and business potenol

—1ealizing modesn manageni2nt know fedees and techmyues

— ubiizing foreign and domesuc private camital

— having the potenudl to credle jobs

—cieating an mdividial existence tos the enterpiising copu-
lunion and

— providing an auracin e altemative.

which miy help considerably in solvigg the ~olution of the
country s economic problems
{t should be emphasized that a government is not only 1nier-
ested 10 supnorung pnvate enterprises 1n general, btt in doing <o
to create successful enterprises This is not onby important for
etticiently utthzing ~carce financial resources since enterpnswes
2oing bankrupt one atter the other 1n the near tuwre (witness the
73 percent bankruptcy rate within five years of independe:nt en-
terprises 10 the Western coumnes!) would result not anty i the
low—=(ficiency utlizauon of financial opporuniues. but would
discredit the enterprise wself and would result1n a negauve for-
ergn evaluation of Hungary. From this pomat of view, the very
high success rate of tranchising deserves special attention. .

The main emphasi, of fareign assistance wall continue 1o be’

- directed at putting us in action and promoting our wndividual 1m-

nanves
in view of this, attention should be pad to the followng ele-
ments of franchise
- the promotion of capital flow in case of proper recepuion,
- the promotion of naturalizing modern managemciit tech-
ntques, methods and knowledges.,
— education and professional training:
— ass|stance (O privale eruerprses

! FRANCHISE AND PRIVATIZATION
. In Hungary, franchise may have 2n extraordinar. role 1n
' transforming state companies to be privatized
I For Hungarian companies used to functioning anud com-
. mand-economy circemstances franchise 1s spectally sunabie tar
+ renewing their orgamzation and their applied methods This s a
special histonc feature of franchise in Hungary oday Hungany
companies cannot avoid transition 1o marke! econemy
* methods.
* Whth a market economy forming and competrion agpeanng,
the success of iIndividual companies will alvo depend on the {1l
" ciency of applying market methods. inciuding efforts to achies e
an evenly high standard. and resourcefully and efficienty saus-
¢ fying customers based on their demands It 1~ exicemels duffi-
cult, 1n fact, almost impossible Lo realize these goals at 4 company
where these pnnciples were ignored for decades. since the hap-
its of many vears and the absence of businzss—centered thinking
cannot be eliminated 1n a shon penoa
However. the purchase. for example. of the master heence of
a foreign franchise system considerably ease the suation, since
the force with which the system 1s applied does not provide a
diversion from the road successfully taken elsewhere A fran-
chise through an  almost
of the consuners” demand. contam
— the vomposition of productwservices adapted w deanards
—successiully tested and efficent methuds whien ke the
quck  and  cullmed  supphy ol
adapted 10 rzal-lite  conditions
— the crilena to select Jocation
— the iternal and extermul view o1 the premne e shaping
- = of tumiture and funcuionality
- the cnterta to ~elect the munager of the wnt wih ~uch o
“buili-in  self-motivation. which v abic to fumartee
constant ntellectual and physical commument.
- efficient adverising methods
—a clear financial record-keeping system providing. 1 many
cases, financial advantages, '
- a name which can accelerate the accepance of the prod-
ucts/services of the cham;
—fraining 1o apply. on i high standard the extsning methods.
— continuous assistance 10 solving market problems emerg-
ing dunng operation
Of course. 1t would be a rmustake to suppose that the purchase
of a system guaranteed success Its efficient application how -
ever might solve numerous problems of a company Opportuns-
lies Open up 10. .
- efficiently apply tum-key market methods-
« —raise the intellectual standard of the company and form the
quality of corporate culture,
- rationahize hierarchy.
— fully change the product range.
~ basically ransform, along with pnvatizaton, the already
functioning shops.,
— change the quainaiive composition of employees.
- invest financial assets more efficiently than before:
- develop technology and continuously share the results of
the innovation process, ’
- jomn a chain. evenrually compnsing several countnes whicr

syskem, swienulfic  analysis
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might extend an intemational relationship system and. in

many cases. additional export (supp!y} oppornunies.

This method might be a way out of one of the pnncipal caiches
of pnvallulion: the majoriry of Hunearian companies handle
privanzann not as @ (ool, but a goal in creaung condions for
a more efficient funcrioming The shoncoming of this panciple 1
that 1t supposes that a "new world"” will artse through the ap-
pearance of new methods

However, a rationally thinking businessman cannot be ex-
pecied to wlerate several months of helplessness and a complete
luck of imtiatves and business policy Expenences so iar prove
that the tough part 15 sull to come atter pnvatization. dismissals,
economizing. product and activity sireamlining will stan withow
meicy How much easier 15 the suuation of a company 1l w has
ready pnnciples. if its managers know exactly what the marhet
demands and 1f they prove their abilines to satisfy demands

FRANCHISE AS A TOOL OF PRIVATIZATION
~ An example from the practice of Zarex -

Zarex Hungary has'worked out the so—called "Double Priva-
uzanon” method. the essence of which is the following

— A~ a first step the privatization method includes the pur-
¢hase ot the state—owned company f1ogether with its cham) and
then 1t~ nanstormiaion 1o a trancheser (This toal i~ successtully
applicahle mostly among commercal or servicing compaes

= A~ a s step of the methad o turther prvatizaton oceuns
with the realization of the franchise system dunng whch this
step is realized ether by developing the franchise svstem o by
the ~o—cailed tranchise conversion In this framewatk the vhain
w ~ald to entreprencurs who will nun the units as mnchisees

The double pnvanzation method ensures the tollowing ad-
balnges

— 4 ZENWINE Privatization occurs. thai ts, the company ~ units
20 1o the ow nership of entreprenettrs,

~ units which have goné to the ownership of entrepieneurs
and tne tranchiser are equals. thus ensuning that market 1elatons
prevals

~ the tranchiver can aswst the units run by entrepreneur
muany ways thus entrepreneuns can operate their units more safeis .

1t may ensure or {ree a considerable surplus capital i the
“vem functions successtully:

— it can pe financed on vanous levels {either the franclieer o
e panchisee) from (oreign or domestic resources

~ it ensures that the property remain i the ownersmip ol
Hunganan entrepreneuns.

Double pnvatization worked out by Zarex Hungany can pro-
vide assistance tin the Hunganan prvanzauon practice m (wo
ways

In both cases. the advantageous charactensucs of trauchive
. be used to help pnvatization

a3 One v when o company does not have sts own chain, but
has an activity which 18 suitable for tranchising. In this case. one
ol tranchise’s characteristies can be utilized: a.surplus profit re-
sulting from a dynamic increase. which can be spent on financ-
INg prvatization

b ) The other s when a company has its own chuun. and the
so~called franchise conversion can be realized. This volution can
be comsidered a regrouping of franchisig capuital {n this strat-

egy, the company sells 15 business propeny. However insieag
of selling the propenty to outsiders (e g. forergnersy. it 15 purchasec
by employees or Hunganan entrepreneurs.

The propenty 1s sold to those who agree that the busines~ b
run under the franchiser’s existing brand name and hysiness
methods.

In such a case the company can regain 1ts tnvested caprtl «u
more). and Mamtains s control over the capual through e
franchise system.

The so—called double-privatizaton ol utilizes franchiving
to realize the sale of sie-owned comnwercial and servicing
Propemy (0 entreprencurs.

During the pracucal apphication of the double-privatization
methad. Zarex Hungary also presses tor the application ol other
privatizaton techmques Depending on the concrete case Man-
agement Buy-out (MBO), Management Buy—in (MBI uand
Vendor Take Back solutions can also e applied Among them,
MBO and MBI should be emphasized

According to our expenences, (0 successfully realize double
privatuzauon an experi and financially comnuued managenment
» indispensable. For this, as a first step of double privatization
it ts expedient to vthze an MBO. since the chances of success
are much better this way.

FINANCING FRANCHISE

A comerstene ol Hungarian pnsatizaton and thus in the -
tabbrhiment of frmehise westems as well 1s Hnancirg In countres
with it developed market economy. o number of 1inancing s --
tenms help tranchrse spread. Franchise systems can e financed
on vanous levels, and these tozether can 1esult in entreprencurt
launching therr enterpiises with a smaller own resource

Francmyg opportunities of franchise wie the folluwing

- financing the tranchiser - by credit and capial,

- financing the franchisee - mostly by credit. but eventualiy

" by capual,

- eNsUIRg various guarantees for both

The complex applicaton of these. such as in Canada, makes
it poswible Tor entrepreneurs jomeng some franchise systems 1o
launch thesr enterprise with a 10 percent own recource This op-
porumity would be useful in Hungary, al-the more so since in
the curient situation ot transformation, entrepreneurs are more
nnancially vulnerable than usual

This was recogruzed by Zarea Hungary when it staried 10 es-
tabish the Hunganan Franchise Privanzavon Fund This invest-
ment fund organized on 2 Western model (1n addition to which
the European Bank tor Reconstrucuon and Development wants
to bring about a parallel fund) will assist financing franchise sys-
tem~ established on the basis of the double Privauzation method
and within that, those where MBO or MBI have been applied

Approaching the end of orgamzing the fund, privauzauon iy
unquestionably successful on a trunchise bass. Franchise can
establish a refunding efficiency which 15 difficult 10 ensure by
other means. -

A CASE STUDY IN UTILIZING FRANCHISE
AS A PRIVATIZATION TOOL

The Tisza Elelmiszer €5 Vegyidru Kereskedelmi Villaiat
{Twza—Fuszén. the Tisza Food and Chemicals Trading Company »
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is a food wholesale company established in the old system. Amud

the new economic retations, 1t had increasing difficulties exist-

ing in this form. Recogmizing this, the company's management
decided 10 wansform and privatize the company. They planned
1o unplement privatization 1n three steps:

— First step: the company’s ransformation.

— Second step’ the privatization of the company's umis (e g
storehouses)

- Tiurd step: the public 1ssue of the company's shares.

Simultaneousty with the second step of privauzation, how-
ever, they planned to realize steps which considerahly increase
the company’s value and the efficiency of 1t operation A basic
clement of this 1s integration with small trade. which the com-
pany has started

{t has become clear that the wholesale activity itself cannot
be run efficiently. Of course, the company did not have enough
capttal to establish a small trade chain For this reason, they de-
cided to create the necessary trading acuvity around the wholesale
line by franchise. The company planned to establish vanous

. chain 1n its field of activity.

franchise sysiems, some of which are on their way 10 being ac- .

compliished These franchise systems are the following:

1 Joker Market franchise system. which 1s basically a
wholesalé tranchise system The franchise system was
planned last vear. and realizatton and the estabhishment ot
the system 1~ currently going on The contpany has con-
cluded a prelimunary agieement with 110 small traders,
Their testung 1~ underway. Those who meet the reguire-
menis can be members of the Joher Market system
The working out of an ABC department store lranchise
systern has started recently It makes 1t possthle for me-
dunn—category ABC department stores ot 300 10 6(X) «q.
m o Join Tisza-Fuszén. Tisza—Fuszén has the tvpe ot
shop. and it will be the sample shop in working out the
tranchise system
3 Twza~Fuszén plans 10 join an exssting franchine system

worked out tor {ood shops with a small area It would be

a franchise svstem of 100 sq m shops

4 In the past two vears, Tisza—Fuszén has started to estab-
lish discount deparument stores. At presenl. seven such
untis are operating, and the opening of three 1o five are
being prepared. This type of shop 1 abvoe suntable for
franchicing

Tinza—Fuszén. during ity own privatizaton, is (rying W ub-
lize franchise in order to create a small rading activity in addi-
tion to wholesale, which considerably improves the etficiency
of operaton

If these systems are run well, small trade revenues will con-
siderably increase.

Franchise system~ wiil make 11 possible tor the company to
considerably expand the operation area which, at present, is lim-
tted o two countics

(=]
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The company will be able to spend a part of 1ts profit camed .

by the dynanue merease of the franchise system w modenuze
the company,

The tranchise system will torce the company to adapt flex-
ibly and quickly 1o market relatons.

{In the imual penod of the pnvauzation of Tisza—Fuszért.
Zarex Hungary acted as o tranchise consultant.)

DECISION ON FRANCHISE DURIKG PRIYATIZATION

For some state companies dunng Or pnor to pnvatization
franchise is mentioned as a version of transformation The tran-
chise enterpnsing and markeung method 1s not the sole and solely
redeeming method n the countnes involved. This procedure
cannot even be realized and applied m every economic unit. Ina
classical sense, those companies which provide some services
or huve 4 national or regional chain can be taken (nto account
Fussert companies conducting wholesale activites and having
<mall trade ~hop chains, Afész companies. Tuzép compantes
specabized in fuel and building matenals or service companies
such as Patyolat (laundnes) and Féovédros1 Takarité Vallaiat
{cleaming) are pood exampies,

internauonal expériences, however. indicate that the field of
operation ot (ranchise—system companies is even wider [n gen-
eral. 1t is worth thinking of franchise for those companies whose
activity, partly or fully, can be compnsed in a system. It 1s also
impaortant o analyze whether the market 1s able to bear a new
I

To answer the first basic question 15 povsible folewing a
thorough preparatory survey pnor to decision—making 1t should

. spread over the current market position of the economuc unit and

pnnciples formulating the goals to be achieved by appiving
franchise. Furthermore. a part of this study 1s the evaluaton of
the cconomic unit’s market environment and the analysis of how
the tuiure development plans of the company harmomze with
the expected motion ot the market This preparatony part ven
important in view of the future of the economy unig, 15 a resule ot
teamwork. There 1» a need for external specialists expert 1n fran-
chise. but no reliable matenal can be prepared withourt the expe-
nence and knowledge of the compuny's top and/or medum—ievet
Mmdnagement.

ANALYZING DECISION SITUATIONS ,:
o

The company’s management or the orgamzation responstble
for the company’s privanzation (consultant) should make @
number ot decisions even prior to the transformation penod pre-
ceding pnvauzaton.

Among the decision strategy versions. franchise. as ap enter-
prise-business—marketing tool (sf the company 18 glierwise
suitable for franchise} is one of the strategies.

Franchise, as an alternative pnvanzation procedure .an
emerge 1n two phases:

- pno 10 pnvatization or

— after pnvatization,

If the company management sefects franchise. most of the
gquestions can be answered by thoroughly examining the old. pre-
transformation structure and operation. Necessanly, thehdid or-
ganizational frameworks are replaced by an organszatibn sup-
porting up—io—date operation. Therr smooth transformation <an
be tried. but a number of experiences tndicate that each transfor-
manon entails small or big sacrifices. In the new orgamization
independent even from franchise. new functonal unts are brougm

- about, and old ones, unsuitable for the new frameworks disinte-

grate. Dunng transformation, decisions should be made 10 ter-
minate organizational unuts or establish new ones.

1s an old organization suitable for reahizing a franctuse trans.
tormation? Is the old management in the position to m&ke fran-
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chise—type wransformaucn—relaled decisions excluding external
effects?

If they decide in favor of a franchise, it should be clanfied
whether franctuse elements should be buill into the new com-
pany structure 10 the 1niual phase of transformation or at the fi-
nai phase of pnvatization.

In the case of commercial franchise sysiems, the central
management is transformed. and the wholesale and small trade
funcuions are partly merged The importance of the marketing
organization changes. At the same time. an organizational ungt
dealing with asststing and trasning the franchi~ees should be es-
tablished A close daily connection between the franchiser and
the franchisee will be maintzined throughout the whole contract
penod. .

Franchisees of commerctal and servictng character may have
the chain unus forming the subject of pnvatizauon prior 10
transformaton. but there will be franchisees who would like to
establish and orgamize their chain dunng transformation. When
estabiishing a chain, however. the latter should expect 0 find
themselves 1n front of entrepreneurs and not shop assistants. Or,
the opportunity should be prosvided in the casz of goud franchise
sysiems for the franchiser to take over complex chatn systems
Decisions in thes respect are shifted towards financing questions
Is a company raised on old corporate habits <uitable for accept-
ing and managing the new chain structure * Perhaps these ques-
nons ¢an only be answered 1f the new company manazement i~
ready io start

It 15 clear that whichever phase of transtonnation 1s convad-
ered the start of the tranchise. the orgamizanon runnimg fmanchie
should first be established. ana the privauzanon schedule of the
chain units should be ~et.

Compared to old siructures te.g conimcted ~hops) commer-
cral or senvicing franchise runs the chain™s units o closer con-
tractual form At the ~ame tume. the relaton between the snop
chain managers and the center receives a new quality {nesr reta-
norship is not subordination but equality

For non—commercial franchise systems. the organ:zat.onal
change~gencraung effects of ransfermat:on are aivo vald

In making decisions the examination of the economi¢ enve-
ronment 1s nOt Insigmficant erther. A number ot trancnises run-
ming abrogd cannot be naturalized in Hungan because i
franclhuser 1~ reluctant 1o accept the Hunganai, eoononm ons
ronment the taxatien Jand lezal background Lonl these e
brought to the level of industnally developed soceues by proper
lerral rules and regulztions. a number of unanswered questons
remain 10 the field of franchiung.

When taking over toreign systems. the suwabtluy of the
franchisee should also be examined in addion to the general
Hunganan economic environment. A number of well-running
franchise svstems are unable to set foot in Hungary due to s ob-
solete lechrcal means and outdated technoiogs In the franework
of franctusing. the fhanchiser provides some means for a rental
fee to the franchisee, bul doey not expect. among vlhers, the gs-
tablishment of spaces influencing the operution of those means
and the problem of therr servicing. Storage und ~upply probrems
may question the very feasability of the opertion

Franchisees should meet basic demands to run the system.
These are basically changes 1n approach. that 1s. employce ap-
proach should be replaced with ownership approach.
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In franchising, financial quesuons should also be answered
Not too often, franchise systems are self-financing but

*. franchising with the help of credit 15 more frequent

In view of the Hunganar circumstances. this laier financing

- method should be first exarmined. A separate chapier deals witr

financing questions; here this question is examuned only 1rom
the point of view of the franchisee In the case of commerc:a!
tranchise, the franchiser can extend commodity credi ang pas -
ment allowances for the franchisee If ne sees the short—termi re-
funding ot his investment. Of course. the questions of franchuses™s
suitability basicaily concern operation, but the expected profit of
financial assats extendedt by the francmiser should not be renoreg
etther.

To make a franchise sysiem acceptable for oanks interested
10 financing or would-be franchisees, a month-by-montn tedst-
bility table should prove to the franchuser that of he follows di-
rections carefully. the business venture will show a 1ong-tenn
profit within a set penod

The franchisee also makes decisions on his own ievel He
has @ acquire financial assets necessary o launch and run the
enterprise, to be able to reseule i in a short penod in proportion
with the course of bustnes> For this he has to know the markes
of his business™ field of operation. Thewe should b= tested ana
analyzed 1n an analytical examinauon form. beyona marketing

Franchise 1s butlt on a lorg—teny busiaess pohics  For this
reason. during the course of business. franchisers and francnrsees
tace a number of anaivzng and evaiupting tasks Ao duning
sdles in course of business. decision—making siuaiions mas
emerge involving the longer term These etiect franciise busi-
cully or, in the worst case may terminate it On the basis of ex-
smples of franchise systems functioning amid devzloped eco-
nonee circumsiances. 1t can be safely stated that bankrupcy
procedures are fewer lor franchise~ty pe enterpnises than tor
business ventures pnvatized by otner means

A basic question emerging in the course of pnvanzanon is
whether a company should purchase or develop a franchise
svstem. The following sub—chapter deals with this question

A HUNGARIAN FRANCHISER OR THE MASTER FRANCHISEE
OF A FOREIGN SYSTEM?

If preliminary analyses and evaluations are cleariy positive,
the quesuon emerges whether to deveiop or purchase. that i<,
whether a company should be a Hunganan francnuser or the
Hunganan dsstnbutor ot a foreign system This is the comerstone
of the mansformation of the whole company There are numerous
pros and cons in both versions A (by no means comprehensive}
list of typical ones follows here, with the caveat that no general
recipe exists With each company, it should be examined epa-
rately which version 1s the best

Pros 1o raking over a foreign franchise system

1 The pownt s the taking aver of an exisiing system which
ha~ been tested 1n practice. approved by the market and having a
murhket value.

2. In taking over a foreign system, govermment loans or otner
preferenual loans can be drawn in a considerable part of the cases

3 The taking over and spreading of a well=known foreign
system serves as a model for Hunganan companes funcuoring
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in a stnular field and expanding its chamn as to the Western
standard and quality.

4. The Hunganan franchisee may eventually grab domestic
supplier expart opporiunities.

Pros 1o working out (developing) a Hungarwn franchise

SySstem ’

L. Hunganan franchise systems are established according to
Hunganan consumer habits and traditions, in accordance with
the valid accounting laws and legal practice.

2. Precrous Hunganan knowledge, expenence and sysiem of
relanons cin be utilized in the Hunganan franchise sysiems. in-
dispensable in chain—ype functioning.

3 Adapung 1o the Hunganan economic environment. Hun-
garian franchise syslems can be worked out less expensively and
introduced gradually

Franchise will become general in Hungary and take it place
and fulfill a long-term function in ecoromic life if, in addition to
well-known and popular foreign sysiems, there will be success-
fully operaung Hunganan franchise systems oo, chains based
on Hungunan muarket charactensucs meeung the requirements
of the franchise enterpnise form and following us internal logic,
and satistying the requirements of the European Code of Ethics,
which can amply prove that this marketing enterprise form, by
adapuing toreign v ~tems not only takes a place 1n the economic
public thinkmng. but i~ aciively apphed in the proper development
phases ol company structuring.

There » an opponunity. however. to reahize a new idea in
pracuice. 1o work out a franchise system for toreign goods and/
or services In Hungary according (0 Hungunan crreumstances and
requirements  Afier its introduction and chain—type spread n
Hungary these sysems are easier (o adapt. in @ sccond ~tep, 1
the nerghbonng posi—sacialist countries than those coiming from
the market econeniy countries. There v an example for such kind
of expeniment.

The import of 2oods and services does.not necessanly draw
the continuous impon of the product. With a properly established
industnal. agnculiurat, packaging and servicing background. the
franchise system 1n question can gradually rely on Hunganan
supphiers Thus franchise systems can act as drawing branches
too Meeung European—standard requiremerts, they can replace
imports m a number of fields: moreover, Hunaaman suppliers
might become exponen of a product or service.

SAVING CAPITAL IN THE LONG TERM -
INVESTMENT IN THE SHORT TERM

Ameng the imaim advantages of the franchive enterprising
form. saving caputal 1s often emphasized. Ttus 1s true, and every
franchiser constders it This. however, does not mean that the
potential tranchiser should not consider vanous (often big)
investment when working out the frianchise system of one or
more own units An earher, well-functioning company con-
sisting ot several units should be transformed and rearganized
50 that 1t can run and controt a whole chain, while its own
units should smoothly tunction even in the period of transfor-
mation.

As a first step. the future franchiser should systermize in
wring the elements of his successful venwre He has to do it

S

so that each unit of his company should be operated profiably
on the basis of thase put down. He has to prove with figures that
the operation of the individual unsts 1s profitable As a first step
the enwreprencur who wants to jomn the system should exarmine
how much time and what conditions 1t will take for his invested
money to be earmed back. The development phase of the system
includes a handbook which discusses the minutest details of the
course of business.

Furthermore, an organic part of the system 1s the accounting

: system. which 1s equally important for the entrepreneur as an ad

and a control tool for the franchiser. The legal part is one of the
foundations of the functioning franchise sysiems Agreements
concluded with the entrepreneurs regulate the rights and obiiga-
tions of the franchiser and the enurepreneurs throughout the whole
contruct period. It 1s an smportant par of the legal work. but also
important are the stnng of contracts and agreements which the
franchuser concludes with sub-contractors and suppliers With-
out them. the franchiser would be unable to run his chain and
ensure smooth operation for each of his entrepreneurs, thus
question, In practice, the whole chain-construction

Every franchise system is measured twice- first. among those
entrzpreneurs who are cons:denng launching theiwr own enterpnse
or joining an existing chain. or considenng which chamn io join,
second. among consumers when the chain is built up and spread.

Thu~ 1t 15 not enough 1o comprise a successful venture m a
franchise system: necessary intfrastructural condinons to con-

* truousty run each member of the charn should be created ment

at the beginming [1 invoives suppliers. but alo supposes consd-

. erable orgamizational transformation within the mother company

An operative organization should be established which 15 in anly
contact with entrepreneurs. and which analyzes and evaluates
every motion of the market «affecting the company’s cperation
and market posttion it 1s not enough o build up a chain, a mir-

" ket position according to the state and preparedness of the com-

pany should be achieved and maintained Without hard work,
up—to—date market knowledge and their realization in the com-

* pany’s operation. no company can lzst on the market or main-

1ain and tmprove 1ts posinon for long. The company’s eperation
shoutd mesh with marker demands and requirements.

The working out of 2 franchise system involves considerable
investment on the part of the company that cannot be shified
the imitizl phase. to entrepreneurs joining the system The com-
pilation of a proper financial packet would be necessary o Js-
sume at least a part of these cosis [t would consist of sesera
parts, depending on the phase of the system’s working out and
how successiul the company s on the market A free of charge
or interest—frez loan supplied by a fund set aside for this purpose
could be coupled with a preferential credit which would be ex-
tended by conunercial banks interested In franchise

The study has been prepared by

Edu Décst. LOGISZTIKA Co.,
Mundiv Haraszti, TRADEMARK Co,
Agnes Kirdlv-Végi. CECC,
lsndn Kiss, DASY Co.. and
Janos Sujo. ZAREX Hungary.
The address of the Hunganan Franchise Associanon
1536 Budapest, Margit kot 1517
P.0. Box +H6
Phone: 115-4619, fax: 115-914%
General secretary: Istvan Kiss
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Major U.S. Franchisors
To Meet with Hungarian Investors
In Budapest, June 21

The largest group of American franchising compantes ever to come to Central
Europe will be in Budapzst June 21, to meet with prospective Hungarian franchisees who
are interested in obtaining the rights to bring Amencan goods, services and franchising
concepts to Hungary.

The day-long meeting is the culmination of a nine-month project sponsored by the
U.S. Agency for International Development and EastEuropelaw, a Budapest-based firm
which specializes in international franchising. The purpose of the project has been to
introduce franchising into Hungary; and is based on the belief that franchising, with its
record of success elsewhere in the world, is an equally attracuve opportumty for
Hungarnans.

Previous meetings, co-sponsored by banks and other groups, have sought 1o
identify Hungarnan entrepreneurs, companies, and privatizing enterprises which are
candidates to become franchiseas or "master licensees". A number have already been
identfied; but, subject to limitations of time and space, it is still possible for additional
interested companies to arrange to meet with one or more of the Amencan franchisors.

They include:

Arby’s...Premier U.S. franchisor featuring fast food-roast beef and various other
specialty sandwiches...Currently franchising in Canada, Mexico, Bahamas, Holland,
Hong Kong, China, Japan, Kuwait, UAE, Curacao, Philippines, Puerto Rico,
Thailand, Turkey, United Kingdom, Brazil.

Baskin-Robbins...World‘s largest franchisor of ice cream and frozen yogurt...A
pioneer franchisor, starting in 1948...3,400 + franchises, from Memphis to
Moscow.

FastFrame...A new home services concept...Franchising since 1987...168
franchised units offers custorn framing in a chain of retail stores...Looking to
expand in Europe, Mexico, New Zealand.

Future Kids...Fast-growing computer education franchise...Grown to over 100
units in 10 years...Targets children 5-13 in its chain of private learning centers.

| Can’t Believe It's Yogurt...A frozen yogurt business which has grown to over
400 franchise owned stores...You find the familiar initials "ICBY" the world
over...Franchising worldwide. :

Rainbow International...On-location carpet and furniture dysing and
cieaning...Founded in 1981 and has grown to over 2,000 franchises



worldwide...Master Licenses sold in France, England, Canada, Guatemala, Ireland,
Singapore, Taiwan, and Australia...Franchises operating in all these and The
Bahamas, UK, Virgin Islands.

Sir Speedy...A totally franchised chain of business printers...Highest system-wide
sales in industry for four years...885 units,..Expanding nto South America, Europe
and the Pacific Rim.

Subway Sandwiches & Salads...Franchising since 1974...Far seven years the
waorid’s fastest growing franchise...Over 7,000 units across the U.S, and in 10

other countries,

Ziebart...Detailing, accessories and automotive protection services...Franchising

since 1962...628 urits...Interested in overseas expansion...Already in 42 countries.

Other franchising companies are also expected. Those interested in participating in the
June 21 meeting should make immediate contact with:

Tamas Kovacs
c/o EastEuropelaw, Ltd,
East-West Business Center
Pf. 300/25
Rakoczi ut. 1-3

1088 Budapest, HUNGARY
Tele: 361-266-4979
Fax: 361-266-6836Q

or

Philip F. Zeidman, Esq.
c/o EastEuropelLaw, Ltd.
1401 New York Avenue, N.W.
Suite 900
Washington, D.C. 20005
Teler 202-878-5730
Fax: 202-879-5773

Each participant will receive”Franchising”, the first Hungarian book ever published on the
subject, and Hungarian language materials on franchising prepared especially for this
event. There 1s no charge to the participants.
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SOME THOUGHTS ABOUT INTERNATIONAL FRANCHISING

FOR THE PROSPECTIVE INVESTOR OR

Intemational Franchise Association
1350 New York Avenue, N.W.
Suite 900

Washington, D.C. 20005

Tele: (202) 628-8000

Fax: (202)628-0812

MASTER LICENSEE

Philip F. Zeidman, Esqg.
General Counsel
International Franchise

. Association

Senior Partner

Brownstein Zeidman and Lore
1401 New York Avenue, N'W
Suite 900

Washington, D.C. 20005
Tele: (202) 879-5730

Fax: (202) 879-5773



Franchising: Some Key Questions & Answers

Q. What do we mean by "franchising™?

A Franchising 15 a marketing system for the delivery or disttbution of goods and services
Although ntemauonal franchising, in parncular, can entail complex arrangements (for example. area
franchises, master franchises, joint ventures), franchising in essence mvolves a relationship berween rwo
persons (or entities): the franchisor and the franchisee. It is an altermnative option to the two more traditional
approaches for selling to the public (employer- employee, or sale-for-resale through purely independent

parties).

Q. What's a useful example?

A, Consider one of the largest fast food franchises in the world. It does business in scores of
countnies. Look at it closely, however, and you see sumnply a repeated version of the original relationshup.
a headquarters company (the “franchisor”) and thousands of operating units — each one of which 1s owned
b); a franchisee that has a direct relationship with the franchisor; or by an operator of several units. or by one

of several “subfranchisees™ of a “subfranchisor™ The concept, though, remains a simple one.

Q. What elements distinguish a franchise from other forms of doing business?

A. Three elements characterize a franchise —
— the use by one person of the trademark or servicemark of another
— the provision of assistance. or the exercise of some contol, or both
— the payment of money to the owner of the trademark by its user (usually in the form

of royalties or other fees)
Q. Why franchise?

A The benefit to the franchusor 1s the capaciry to expand the business through the efforts and
investment of anumber of franchisees, typically much more rapidly than if the franchisor were required to
rely entirely on his own findncial and human resources. The benefit to the franchisee is that franchising
grea{ly increases the likelihood of success, by associating the new business with the franchisor’s proven

-1-
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methods and by obtaining the continuing benefits of association with the franchisor — benefits that typically
inciude the wademark and servicernark, design of the outlet, training and operations assistance, help with

advertising, access to goods by volume purchasing, and other support.

Q Has franchising been successful?

A, Franchising has been described as “the most successful marketing concept ever created.”
Consider a handful of facts about U.S. franchising:

—_ Over 35% of all retail sales in the U.S. are franchise-related.

—_ Franchise sales in 1991 totaled $758 billion.

—  The success rate of franchising far exceeds that of the typical independent small
business.

— Franchising employs over 7.2 mullion persons in 60 business sectors, ranging from
“accounting” to “weight control.”

— Franchisee satisfaction is generally high, according to a recent Gallup Poll Three-
fourths of the survey paricipants said they would invest in the same franchise
business again. Nearly half described their business as “very successful.”

Simular trends are being reporied in a growing number of countries. And, as franchising becomes

an increasingly international phenomenon, we can expect to see this experience repeated.

International Expansion

The Expansion of U.S. Franchising

This particular type of “intemnational” franchising has a history of more than 20 years. Current data
shows that nearly 400 U.S. franchisors are doing business in over 150 countries outside the United States.
as the attached map shows, U.S. franchisors operate just over 35,000 intemational outlets. Canada remauns
the principal market for expansion, and today Japan runs a close second. But franchising over the last tive
years has also been introduced into some unexpected — once, even unimaginable —'—ma.rkets. Forexample.

major chains and a growing number of mid-sized companies are doing business in such varied locales as
f



Brazil — Czechoslovakia — the former East Germany — Hungary — the People 's Republic of China —

Poland — Russia— Saudi Arabia....and many more unlikely locauons, with the numbers growing steadilv

Franchising in Other Countries

Today there are 20 national franchise associations, in addition to the Intermational Franchuse
Association in Washington, D C., that work to encourage franchising in their home countries, network with
other franchise associations and serve as a source of information and supporn for new and developing
franchises. These probably include the franchise association in your own country. A growing numnber of
non-U.S. franchisors are developing strong, viable systemns...and some of them are beginrung to venture

beyond their own borders.

What Can We Expect From International Franchising?

Prospecuve franchisees are certain to ask whether franchising will succeed, or will change. in anew
market. No investor, of course, can be sure that any new product or service will be successful when
“transplanted” to another country. That is the first line of inquiry you should pursue.

If you conclude there 15 amarket 1n your country for the particular pr;Jduct or service which is being
franchised, there is an excellent likelihood that the franchise system of distribution-will be effective. The
relationship may change from that used in the home country, to accommodate the special features of dealing
with one another across borders (for example, the franchisor may be most interested in a “master licensee™
[sometimes called a “subfranchisor”} arrangement, in which tﬁe investor stands in place of the fran'chisor
in a specified territory and chooses franchisees to operate units of the system in that area).

And, of course, there may be a need for changes to reflect the particular tastes and needs of your
country. But the truly successful franchise system is one in which the fundamenzal elements, proven in the
U.S. and perhaps in other countries, can be applied in the international marketplace with few sigruficant

modifications.

Is Master Franchising For You? Some Criteria to Consider

;P Are master licenses still available from the “major” franchise systems?

.3-



Are less well known or medium-size franchise companies nonetheless desirable prospective
business partners?
The first step“should be to choose more than one company 1n which you have some interest
It is unlikely that Lhere- is only a single, “perfect” match for you. And there is always the
possibility that, during the Exposition, rights to one ormore you are considering may already
have been sold.
Gather as much information on each as you can, during the Exposition. If a franchisor 1s
actively offering franchises, it will have a Uniform Franchise Offering Circular (“UFOC™)
available for those with whom it may wish to have serious discussions about franchises in
the U.S. Even if it does not have plans to offer franchises in your country, or if there are
differences between the nature of the franchise being offered in the U.S. and the arrangement
which might be reached elsewhere, you will nevertheless find a wealth of invaluable
information in the UFOC.
Even forthose companies not actively offering franchises, you can still leam a great deal of
valuable information. Perhaps most important is —
— What franchises, if any, already exist in your country?
- In whar other counuies, if any, is the company already franchising?

This information will arm you for inquiries you can...and should...pursue on your own.
If a serious discussion ensues, further material is available that you can and should review.
This may include current annual reports from public companies; and, independently, youcan
tesca‘rch the U.S. business press. which reports rcgu.larl}; on franchise concepts.
Finally, don’t neglect networking with your own national franchise association. It can be
a valuable source of information, not only about the state of and prospects for franchising

in your country, but perhaps even about the. company itself.

The Role of Counsel

As businesspersons considering franchising — whether as franchisor or franchisee — you are likely

to be more experienced and sophisticated than the average person. And one of the principal differences 1s
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that you are more likely to know what you don’r know, and what you can’r do on your own. One of the
resources to which you should certainly turn is an experienced franchise lawyer.

You should talk candidly with your own counsel. You should be able to expect him to be equally
candid with you, and to tell you whether his experience has prepared him to give you the help you need. If
not, he should welcome your seeking experienced counsel with substantial franchise expertise who can
address.the legal issues involved in many steps of the transaction — including, ultimately, the franchise -
agreement. -

In addition to legal advice, your franchise counsel shouid be able to help answer many business
questions that are closely related. In short, your counse_l should be sorneone who can draw on a wealth of

previous experience with a number of franchises in various business sectors and in many countres.
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PHILIP F. ZEIDMAN has an intemational reputanon as lawyer, writer and speaker. Mr. Zeidman

has spent more than 20 years in the practice of franchising, licensing and distribution law. He was a founder
of Brownstein Zeidman andLore, Washington, D C., where he now is the senior partner and heads the firm's
Franchise Group. Overthe last twodecades the firm has represented literally hundreds of franchisors inevery
aspect of franchising, both nationally and internatiopally

Mr. Zeidman is General Counsel to the Internanonal Franchise Association, and Special Counsel
to the Japan Franchise Association. He was the first chairperson of the Franchising Comminee of the
American Bar Association; and is Chairman Emenrus of the International Franchising Committee of the
International Bar Association. He is editor of two important books on franchising, Legal Aspects of Selling
and Buying and the American Bar Assoclation's Swrvev of Foreign Laws and Regulations Affecting
International Franchising.

Mr. Zeidman has been engaged in franchusing development in more than 30 other countnes. Most
recently he has been a founder of EastEuropeLaw, Lid., a venture of independent law firms and attormeys,
with its first office in Budapest, Hungary. EastEuropelaw assists franchise clients that wish to enter the
markets of Central and Eastern Europe. )
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International Franchising — 1989
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Notice, Hungarian Franchise Expo,
Budapest, May 3-5, 1993

Qutline of Remarks to the Eungarian Franchise Associatien
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FRANCHISE HUNGARY 93

BuparesT, 12 - 14 Mav, 1993

FIRST ANNOUNCEMENT

The Interpress Extubiions Ltd. in close co-operation wath the Hunganan Franchise Associauon is going to organize
again next vear the FRANCHISE HUNGARY 1nternational exiubinon which took place for the first ime 10 Hungary on May
7-9, 1992 in Budapest, 1n the Astoria East-West Business Center.

The aira of the extubition was to populanze the franchise as a form of entrepreneurship. to get Hunganan business
people - as well as private persons looking for an entrepreneur possibility - acquaimted wath franchise systems aiready
working 12 Hungary. The franchise could play 2 very imporant role i stmulating foreign capial investments. spreading
developed technologtes and know-hows mn Hungary, 1n the pnivausatior program of the country and i acuvaung the
market of small and medium size enterpnses.

The FRANCEISE HUNGARY '92 served these aims wetl and reflecied the real sitvaton of the franchtse wn Hungary
Although thys first exhibinion - considenng us size - was 3 modest cne. and the introducuon of plenty of foreign systems is
still warted for, the event was a milestone a the hustory of Hunganan franchusiag. [t created the platform of a regular.
yearty organized forum tn Hungary for those. who are interested in offenng or taking over franchise systems. This forum
1s rapidly going to increase parallet with the development of the Hunganan franchise market Thanks 10 the FRANCHISE
HunGaxy the locl franchise actviry became more vivid. [t 15 proved by (he dynamic expansion of the working franchise
systems and the appearance of new brands on the market Furthermore the franchise a5 a technique which can be applied
successfully 1n privausation awoke the attentuon of the experts and tnvestors. The mmportance of the event 1s emphasized
by the fact that the Ministry of Internauonal Econonuc Relauons as weli as the Mimstry of Industry and Commerce were
1S SPONSOTS.

Next year's extubition will be hetd on May 12 - 14, 1993 in the Assembly Hall of the Budapest University of Economucs, ta
which all who are interested are cordially 1ovited.

- space oaly: DEM 264.-/m2
DEM 227../m2 {for members of nauonai [ranchise associations

- sheil-scheme: DEM 340.-/mé
. DEM 34.-/m? for members of aztonai franchise associations

Minimum area 1o be requasted: 9 m?. The prices above are subject to a VAT of 5%.

[n case of request the possibility to introduce 1 franchise system within the framework of a semunar will be assured.
For aay other information concerning the extubrtion please contact:

[nterpress Exhibitions Lad

Mrs. Zsuzsanna Papp s Mrs. [bolya Seifert
Budapest VIL Kiroly k. 9.

Letters: H-1364 Budapest PL 290

Phones: (36-1) 112-1033, 112-2291, 132-3593
Faxz (36-1) 132-7765, 132-1751

Telex 22-5080

s
The Secretanate of the Hungarian Franchise Assocauon is at your disposal in adl the questions of franchising in Huagary
you may have, Please turn to:

Hungariar Franchise Assocration
Dr. Istvdn Kiss, Sezetary General
Budapest, [[. Margit krt. 15- 17,
Letters: 1536 Budapest, PL 446
Phone: (36-1) 1154619

Fax (36-1) 135-9349
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MEMORANDUM

TO: PFZ

FROM: psp Lkt

RE: Remarks: Hungarian Franchise Association
DATE: May 10, 1993

N.B. No backup beyond that already in hand should be necessary.
I1f there is something you want specifically, of course, please
let me know and I*l1l fax to EEL.

I. Introduction
A. Appreciation to HFA and Dr. Kiss
B. An extraordinary honor to be here

C. The emphasis, in this instance, on

extracordinary

D. EastEuropelaw has been in Hungary for an
eventful period: from a moment when one could not envision
franchising being accepted in a country where the language had =2
word for the concept to the second annual Hungarian Franchises
Expo -- a remarkable change in the concept of entrepreneurship ==
an amazingly short span of years. .

E. Therefore, I want to express the honor that
you deserve -- for your awareness of the advantages that
franchising can bring to Hungary, and your commitment to making
it happen.

II. An Unnecessary Question
A. I frequently start off remarks of this typs

with a brief focus on "What is Franchising?". Your presence
here, however, cancels the need for doing so.

1]

B. Perhaps a better guestion in this instancs
what I have learned about franchising and its transference to
changing economy. ’

o

C. Certainly there are negatives as well as
positives.

III. The Two Columns



. A. Many of us learned, at home or during our
years in school, the technigue of using two columns on a pisce of
paper to help make a decision or compare the two sides of an
issue.

B. Consider, briefly, the left hand column, the
negatives that have become apparent over the last several years.

1. Risk. It is certainly not as easy as we
had thought to export franchising wholesale -- not just the hugs
global companies, but the whole array of franchise sectors --
into a new market in a compressed time period.

2. Concomitant factors -- particularly
credit and investment capability -- are critical.

3. Those who may have locked initially at
this market, called Central and Eastern Europe, have now
realized, one hopes, that "Central and Eastern Europe"” is an easy
form of shorthand. Those involved in spurring the expansion of
franchising, however, are now fully aware of the variations
involved in doing business in each individual country in the
region. And whap moves smoothly through govermnment approval in
Hungary may be caught in a morass in Poland or Czechoslovakia.

4. Perhaps weighing heavily on the negativs
side is the unexpectedly uncertainty U.S. franchisors have
exhibited overall, albeit for many good reasons. As noted
later, EastEuropelaw has focused a great deal of time and energy
to change this -- with some prospect of being able to judge our
success next month.

C. The right side of the column is longer -- and
stronger.

1. As noted earlier, this meeting of itselt
is evidence of the change.

2. Franchising in Hungary today has an
association, leading figures, companies that are expanding
outside of Budapest -- all supporting a contention that those who
move early, despite risk and difficulties, are most likely to
succeed.

3. When we speak of franchising in Hungary,
the term includes indigencus franchisors as well as U.S.
companies -- well ahead of the pace in other markets where
franchising has a longer history.

4, The HFA itself has reached a level of
sophistication that enabled it to respond to and address the
prospect of franchising legislation, and work with other
franchise associations to respond to the unnecessary initiative.



5. From a personal perspective, what has
been most fascinating and rewarding in the years EEL has: been
active, has been the level of excitement, interest and enthusiasm
that has responded to every article, speech and seminar that havs
explainad and disseminated the franchise concept, from Warsaw to
Sofia and Slovenia.

6. Perhaps most significant, and intially
unexpected, has been the realization that franchising has more to

offer than the distribution of goods and services: that it has
raal potential as a vehicle for privatization in the new
economies in this region -- and in other parts of the world as
well.

IV. In Conclusiocn -- June 21

A. With the support of USAID, EEL has a unique opportunity
to promote franchising and match U.S. franchisors with potential
Hungarian investors, Master Licensees, and franchisees.

B. June 21.

C. Those of you who take part in that meeting can add to
the positive side of the column --

. 1. By participation in an event that affords access to
a number of outstanding U.S. franchise systems;

2. By involvement in a substantive activity that is
transaction-oriented; and

3. Potentially strengthening the entrepreneurial
sector in Hungary

4. For those who are interested, more detail is
available at the EEL booth here at the HFE; through Dr. Kiss; or
through additional discussion with me or T. Kovacs, resident in
Budapest for EEL. ’

5. The June 21 event, and the activity over the next
three days, should be reflected in an even more successful Expo
next year. I loock forward to speaking to you over the next few
days, and to another opportunity to do so in June, and it next
year’s HFE.
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Location of the HFE:

BUDAPESTI KOZGAZDASAGTUDOMANY] EGYETEM
{Budapest University of Economics)

FOVAM TER 2
1093 BUDAPEST -

Your lecture i3 scheduled to be from 12:30 to 1.00 p.m. ¢ntitled "American
Franchises in East-Euvrope”, The lectures, including yours, will be held in
Lecture Hall 11 of the Budapest University of Economics
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PRIVATIZATION: In Brief

[. Privatization is an outgrowth of the movement toward democratic systems
that the countries of Central and Eastern Europe, and the NIS, are
pursuing.

A. Variations on the theme: each privatization program has specific
variations from country to country; no two are exactly alike.

1. Hungary

2 Czechoslovakia
3. Poland

4 Russia

B.  Privatization is also a wide-spread approach to economic change in
other developing countries. For example, countries in--

1. Asla
2. Africa
3. Latin America

C.  Privatization, however, is not restricted to developing countries.
1.  The United Kingdom
a. The postal service
b.  The railroad system
c. Other examples

2. The United States

a. Privatization of federal activities
b. Privatization of state and municipal services

[1.  Of the Principal Objections to Privatization Thus Far, Many Can be
Alleviated Through Techniques Like Franchising.

A, Isit equitaBle?



Privatization frequently is slowed down, or blocked--
1. By the simple enormity of the task.

2. By concerns about political and economic risk that often are
corollaries to privatization.

Privatization by itseif does not--

1. Improve the quality, appearance, efficiency of the privatized
entity.
2. Necessarily improve the quality or speéd of delivery of goods

or services produced by the privatized entity.

-3, Necessarily reduce the cost of the goods and services to the
consumer.
4, Increase employment.
5. Provide long-ignored basic management skills/training to

mid-level managers.

-

6. Spur regional investment, because the variation in approaches

makes such investment unduly complex.

7. Increase the number of small businesses or small-to-mid-sized
entrepreneurs.

8. Increase the number of "new" businesses.

Privatization of the largest enterprises, which are natural targets, is
a high-cost investment.

1. Often requires foreign investor or co-investor to proceed.
2. May raise anti-foreign sentiment in privatizing country.

How franchising can alleviate many of these concerns.

"



III. Franchising and Privatization.

A. Franchising Basics

B.  The Economic Significance of Franchising

C. Some Examples: How Franchising Works

D. The Relationship Between Franchising and Privatization

L.

The Perspective of Various Parties

a.
b.

O

4]

Governmental

The U.S. Franchisor Entering The Eastern European
Market

The Eastern European Franchisor

"The Eastern European Master Licensee

The Privatizing Company

E.  The Potential for Franchising and Privatization

F.  Is There an Appropriate Role for Government?

IV. Conclusion.

A.  Evaluating Privatization

B.  Franchising and Privatization: What Can We Expect?
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-
Franchise and privatization
in Hungary

Franchise might become o new entrepreneurial form of
onvanzaron n Hungary This was one theme in the conference
“Tne Francnise in Hungary” recently held by EastEuropelow
and the National Savings Bonk in Budapest recently

Fareign and Hungarian cantributers of the event have lec-
tured on the basic princiole and economic impaniance of
franctuse, have presented the appitcation opportuniites of the
method in privatizing stote campantes and services, and have
olso discussed financing 1ssues

EostEurapelow Lid waos established by American and
British lawyers ond lawyers’ offices. Their goal wos ta spread
franchise o5 on enirepreneurtal farm and a.privahzaton tool
thraughaut Central and Eastern Eurape USAID, the intemo-
honal develoomentoffice of the United States, provides fnancial
suppon for their progrom  EastBuropelaw Budapest Ud. ries
to expand the knowledge of Hungarian state and entrepre-
neurial arganizations on franchise by organizing lectures and
conterences In additian, they suoply Americans transferring
francruse with Hungorlcm morket information

According to Philio Zeidman, co-founder of EastEurenelow,
franchise as a privahzation method can te successhully ap-
shed 1o thase campanies whose structure ana manogement 1s
simiiar to those usual in franchise sysiems Good examples are
irading comoanies, big deoorment stares hatels and tourtsm
services with notional ond regianal chains In orivaiizahon by
-:rcnc'ratse, tnere 1s no need for a smgie b]Q invesior fa 'Duy the
wnoie choin individual units moy have separate owners The
centrol orgonizatian con e the recipient of tne

N

franchise which, after that, fransfers the method to the ururs of
the chain. The faking over of tested know-how ensures the ef-
ficient funchioning of an enterprise, ond this matches the
genuine goals of i‘le change of ownership.

Franchise may afso promote the development of domestic
small enterpnses International experiences indicate mat e
odaption of the method considerably improves the odds of ¢
new enterpnse’s survival It provides ownersnip acauisinen oo
poriunities to small investors and druwmg on the poputoton’s
money also makes i easier to hinance privanzanon Fancnly, I
ensures that domestic property rematrs in domestic ownershio

A number of Western franchisers ore present in Hungary
Franchisers seffling here generally run their enterprise 1n part-
nership with a local comoany.

The Hyatt International hotef chain apened the Budapest
Atrum Hyatt Hotel in 1982 Hotel Novotel Budcoest 15 o
member of the French Accord hatel ond catering comgany
group

Among fast-food chains well-estalished in franchise en-
terprising, McDonald's wos the hrst ta apoear on fhe Hungar-
1on market The American company estabiishea a joint ven-
ture with the Babolna Agncuiturai Comaine, with each side
halding 50 percent McDancld's restourants have quickly
spread throughout both the copitol and countryside

Przza Hut, Kentucky Fried Chicken and Dunkin’ Danurs
restaurants ano shops ore run by the Central Eurogean Fran-
chise Group, with exclusive franciise rights in Hungary Burger
King and Darry Queen have giso opened tner first snops 1n
Hungory

The MicroAge internationai comouter tecnnoiagy and
software company autharized Duno-Elektronika, o Hungorian-
American joint venture, with exciusive froncruse ngnt ana it
operates 20 shaps in the country

Francnise enains ore also aperating n the field of
services, such os the Mister Mintt shoe repoir guick
service.

_/

Franchise, the privatization technique

The study abridged here has bheen prepared bv a
working group of the Hunganan Franciuse Associaton
Jar the PRI-MAN Company.

THE PRINCIPLE AND GENERAL ASPECTS OF FRANCHISE

A franciise~ype enterprise is an activiry wn which tire
franchuser sells together wult the use of brand name and full-
scale irauuny a complex system thoroughly formulated in every
professional and conunercial respect and successfully tested in
market econonuc circumstances to the franchisee who, for
paviig a licence fee, runs o for lus own benefit as an inde-
pendeni enterprise, ou an agreed fleld and for a set ume indi-
vidually, but on the basis of prescripuons and constant assisi-
ance of the francluser.

The exsence of the franchise torm s that the irumework and

content ot the enterprise can be simply mulupiied and run. the ¢
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entieprencur i mdependent. but he s sull not glone in view of
the ~tate al the Hungarwan enterprising culture ana the lack ol
necessry knowledee. i1 no exaggeranon that franchise mignt
become one of the most weal 1ools for dynanucaliy shaping up
Jnd deveiaping the Hunganan prvate sphere

SOME TIMELY HUNGARIAN ASPECTS OF FRANCHISE

In the Hunganan suation, it i~ important that the following fea-
tures exist

= a trunchise system has proven tts successful aperation amid
marhet crreumsiances,

- the franchises recerves not anly a lull (professional man-
agement, marketing, financidl, ete ) svstem. but 1s also raned
protessianally and for the management of the enterpnse.

- his enterpnse. to be financed himselt. i« legally and fiscally

independent.

>
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— hus actavity 1s limited in tme and scope:

- he does s Job according to instructions. and not based on
his own ideas:

~ although a considerabie part of the profit s the franchisez’s,
he has 10 pay vanous fees for the usage of the system

A franchise—ype enterprise sausfies those basic governmen-

tal pnonues which are crucial among Hungary'< long-term eco-
nomuc and social goals. The following are listed 10 thas category:

— asnlIng privare enterprises.

— 1 the amework of privauzanon. tansforming siate com-
pantes Jand div iding them tnto independent unuts in the field
of small trade, services and ounsm.

- creaung jobs to fight unemployment and promoting ndi-
vidual existence on a personal or famy basis.

~ developing underdeveloped regions and ‘increasing thetr
economic and business potentials.

- naturalizing modem management knowledge and tech-
niques; :

—drawing in foreign capnal:

- Jairacting and drawing in privaie capital and sevings
business life 1o an increasing exient:

- forting the production of high-standard products to increase
export potentral:

— wtihzing foreign credit opponumities ang 2ventual 2id on
an openitive. busiess hasis. in accord with the main con-
siderations of the creditor

In generak. it cin e extuninbed that nanchnmg in perspec-

e, 1y able 1o create a sy e

— which i~ imcrconnecied.

- reptesenting . ~teong economic and business potential,

—1eahizing meden nanagement know iedges and teennigues

- utilizing forgign and domestc prvaie capitdl

- having the patential to create jobs.

—wicaning an mdividuar existenee o the enterprising poou-
lanon and

- providing an attractine altemative.

wiich nuty help considerably n solvirg the ~olution of the
country ~ economic proplems
It should be emphasized that ¢ govemmient 15 not oalv inter-
ested in supporling private enlerpnses 10 general. but in dong <o
to create successlul enterprises. This s not only important tor
etticiently utihzing scarce financial resources. since enterpnses
zoing bankrupt one atter the ather in the near tuture 1w uness ine
73 percent bankruptey raie within five vears of independernt ¢n
terpnses 1n the Western countnes') would result not onlv 10 e
low—efficiency uttlizanon of financial opportumties but wourd
discredit the enterpnse uself. and would result i1 2 negatine 10r-
etgn evaluation of Hungary. From this point of view. the verv
high success rte ot iranchising deserves wpecial attention

The main emphasi of foreign assistance will continue 1o be
directed at putting u~ m action and promoting our individual im-
uauves.

In view of thrs, mtention should be paid to the fallowiny ele-
ments of Mranchise

— the promotion of capital flow in case of proper recepuon

— the promotion of naterahizing modern management rech-

nigues, metheds and knowledges:
~education and professiondl tramnmng:
- assisiance 10 pavate enterprises

FRANCHISE AND PRIVATIZATION

in Hungary. franchise may have an exiraordinan role in

transformung state companies 10 be pnvauzed

For Hungartan compames used to functtoming anud com-

mand-economy cireumstances. franchise 1s specially suwapie for
renewing their orgamization and their applied methods. This 1< a
special historic feature of franchise in Hungary togay Hungan
companies cannot avoid Iransilion o Murke! ¢conoms
methads, )

With a market economy forming and compettion agpeanng.

the success of individual companies will alao denena en the etii-
ctency of applying market methods. including eHorts tn achieve
an evenly high standard. and resourcefully and eificienty satis-
iying cusiomers based on their demands it 1~ extremely diffi-
cult. tn fact. almost impossible to realize these goais at a company
where these pninciples were ignored for decades. since the hab-
its of many vears and the absence of business—centered tiniang
cannot be elimindted in a shor penocd

However. the purchase. for example. of tne master zeence ot

a foretgn franchise system considernbly eases the sitwation, sinve
the force with which the system 1$ appried does not ploviae a
diversion from the road successfully taken elsewhers A fran-
chise  system  through  an  almos
“of tne comumers’ demand  contams
~he composiiion ol productsiservices adanted 1o demasnds

= successlully tested and efficient memods whien make e
quich and  cultured  supply ol
adapted 1o real-hte  conditions

- the cntend 1o select location,

- the 1ntemal and exteral view ol the premise the sn2omy
Of tunuiure and functioniliy.

— the criteria 1o elect the marager ol e und wun such o
“butlt-tn self=motivation whien v abk 0 guerantes a
constant 1ntellectual and physical comnutnen.

- efficient 2dverusing method-.

- aclear financial record-keeping sysiem providing
cascs. financial advantages,

- a name which can accelerare the acceptance of the.pred-
ucts/services of the chain,

- training 10 apply. on a high standard the exsnng methods

~ continvous assistance in solving market problems emera-
tng dunng operation

Of course 1t would be a mistake to suppose that the purchase

ol 2 sysiem guaranreed success. [ts efficient apphication. how -
ever might <olve numerous problems of a company. Opportuni-
ues open up (0

- efticientty apply wm-key market methods.

-~ 1dise the intelectual standard of the compuny and form the
quality of corporate culture,

- ranonadize hierarchy,

- fully change the product range;

- basically transform. along with privanzanon, the already
functioning shops,

- change the qualitative composition of employees:

—nvest financtal assets more efficiently than before:

— develop technology and continuously share the results of
the innovation process,

—join a chain, eventually compnsing several countres, whicn
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might extend an intemational relationship system and. 1n
many cases. additionat export (supply) opportunities

This method might be a way out of one of the principal citches

of prvatizauon: the majoniry of Hunearian compimies handle

privaitzanon not as a tool, but a eual tn creaung condmens for -

a maore effictent funciioning. The shornicoming of this prnincple 1
that 1t suppases that a “new waorid” witl anse through the ap-
pearance of new methods

However a rationally thinking businessman cannot be ex-
pected 10 1olerate several months of helplessness and a complete
lack ol mniauves and busingss policy Expenences so far prove
that the tough part 1s still to come afier pnivatization: dismissals,
econommizing, product and acuvity streamlining will start without
metey How much easier 1s the situauon of a company if it has
ready princioles, if its managers know exactly what the muathet
demands and if they prove their abilities 1o satisfy demunds

FRANCHISE AS A TOOL OF PRIVATIZATION

- An example from the practice of Zarex —

Zarex Hungary hasworked out the so—called “Double Prv u-
tizauon™ methed. the essence of which 1s the following-

- Asa first stlep the posatization methad 1ncludes the pur-
chase ot the state—owned company ttogether wath st~ chaunn and
then it tansformation into a tranchiser (This 0ol 1~ ~sticeesstulls
applicable mostly amang commercial or servicing compaes -

= A~ first ~tep ot the method. o funher privatzaion occus
with the realizauon of the franchive system. durtng whel e
step i~ reahized erther by developie the franchise ssten o s
the so—cailed tranchrse consersion I this framew ork the onun
1~ ~old 1o entrepreneurs who wall run the unus as tranchisees

The double pnyanzauon method ensures the 1ollowmy w.
Lantages

- genuine privatizaton occurs. that is. the compam -« wuts
20 o the ownership of entrepreneurs:

- uniis which have gone to the ownership of entrepieneun
angt 1ne tranchiser are equals, thus ensunng that murker e tiwns
nrevail,

- the tranchiser ¢an aswist the units run by #nirepreneurs in
Ry ways 1hus enrepreneurs can operate thewr units more watels

1 imay ensure or freg 3 considerable surplus capuas t the
saem tunenons successtully:

- ean be 1inanced on v anious levels tenher the tran e ow
e tranchisee ) from foreign or domesis resources

— it ensures that the property remuain 10 the awnersip ot
Hung.anan entrepreneurs

Double pnvauzauon worked out by Zarex Hungary Can pro-
vide assivtance in the Hunganan pravansation practce m two
ways. .

In both cases. the advaniageous charactensucs of trauchise
can be used to help prvatizanon

a ) One v when a company does not have its own chain. but
has an actrvity which is suitable tor tranchsing. 1n this case one
of Tanchise’s chamictensiics can be unlized: 3 surplus profit re-
sulting from a dynamic increase, which can be spent on financ-
ng privabzation.

b.} The other 1< when a company has its own cham and the
~o—called {ranchive conversion can be realized. This solution can
be considered a rearouping of franchising capital. in this strat-
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egy. the company sells 1ts business propeny. However, insleac
of selling the property 10 outsiders te.g foresgners). it 15 purcnasey
by employees or Hunganan entrepreneurs

The property 15 sold to those who agres tnat the bustness re
run under the franchiser's existing brand name and busises~
methods

ln such a case the company can regain iy invested capitt
more). and maintatns 1ty control over the capual througn e
{ranchise system

The wu—called double-prvatizauon ool utlises trenctusimns
1o realize the sale of staie—owned commercial and senvicing
properly Lo entrepreneurs

Duning the pracuci application of the double-pnvatzation
method. Zarex Hungary also presses 1or the application of other
privatizalion techmques Depending on the voncrete case. Man-
agement Buy—out (MBO). Management Buy—in (MBi1 anc
Vendor Take Back solutions can also be applied Among then.
MBO and MBI should be emphasized.

According 10 our expenences. to successfully realize dounic
privatization. an expert and finaneally comnutted management
1~ indispensable. For this. as 2 first step of double privauzzuan,
it 15 expedient 1o unfize an MBO. since the chances of success
are much better this way.

FINANCING FRANCHISE

A commersione ol Hunganan prvanzatton. and thus 1o the o«
tanlshment of tanchise sestems as well, s financing In counteees
with a developed nrachet economy o numper 0f Naaneng -
‘ems help franchive spread  Franchise systems can ce finanged
an vanous levels, and these together can result 1n enirenrensur
raunching their enterpiises witn a smaller own resource

Fmancmg opportunities of franchise wz the 1olluwang

= hnanceny the tranchier - by credut and camta

- fnancing the tranchisee ~ mostly by credit but =+ enraln
Svaapial,

- ensuring various guarantees for both

The complex application of these. such as tn Canada, makes
Il possible LOF entrepreneurs JOININE ~0me2 franchise sysems 30
launch their enterpnse with a 10 percent own resource This op-
porunity would be useful in Hungary. all the more so0 since
tne curren! situauon of transtormanon. entreprensurs Jre more
smancially vulneribie than usval

This was recognized by Zarex Hungary when it stared iy 2-
tablinhy the Hunganan Franchise Pavanzation Fund This snvest-
ment tund orgamzed on 3 Westem mode! (in addion tw +huch
the European Bank tor Reconstruction and Development wants
to bnng about 2 paratle! fund) will assist Gnancing francone svs-
tenis estabitshed on the basis of the double Pnvauzaton metnod
and within that, those where MBO or MBI have been sppiied

Approaching the end of organizing the fund. privauzzuon i
ungquestionably successful on a tranchise basts Franchie can
esablish a retunding efficiency which 1s ditficunt to 2nsure oy
other means.

A CASE STUDY IN UTILIZING FRANCHISE
AS A PRIVATIZATION T00L

The Tisza Eleimiszer és Vegyidru Kereskedelm: “ si'uiat
{ Tuza—Ftiszért. the Tisza Food and Chemucals Tradine Compony -

ol
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15 a food wholesale company established in the old system. Amid
the new economic relauans, 1t had ncreasmg difficulues exast-
ing 1n this form. Recogmazing ttis, the company's management
decided 1o transform and privatize the company They planned
to nmplement pnvatization s three steps:

~ First step: the company's transformation

~ Second siep. the privatization of the company’s units (e g
storehouses)

- Third step the public issue of the company’s shares.

Simultaneousiy with the second step of pnvauzation, how-
ever. they planned to reahize steps which considerably increase
the company s value and the efficiency of 1ls operanon A basic
vlement of this 1s integration with smat! rade, which the com-
pany has started

It has become clear that the wholesale activuy iwelf cannot

DECISION ON FRAKCHISE DURING PRIVATIZATION

For some state companies dunng or prior to pnivatrzation.
franchise 1s mentioned as a version of ransformation The tran-

+ chise enterpnising and marketing method is not the sole and <olels

redeerming method in the countnes invoived. This procedure

- cannot even be realized and applied 1n every economic unit Ina

classicdl sense. those compantes which provide some services
or have a nanonal or regional chain can be taken 1nto account
Fussén companies conducung whoiesale activiues and having
small trade shop chains, Afész companies, Tuzep companies
spewiahized tn fuel and building matenals or service companies

. such as Patyolat (laundres) and Févarost Takarite Villalat

be run efficiently Of course. the company did not have enough ™

capual to establish a smali trade chain. For this reason. they de-
cided 10 create the necessary trading activity around the wholesale
line by franchise The company planned w establish variaus
franchise sysiems. some of which are on their way 1o being ac-
complisned These franchise systems are the following:

I Joker Market franchise system. which s busically a
wholesale tranchise system The franchise system was
plannad lawt vear. and reahyzation and the establishiment of
the system 1~ currently gong on The company has con-
cluded 4 prelminary agreement with 110 sl traders
Thesr testing 1v underway Those who meel the reguite-
ments can be members of the Joher Market sy~iem

. The working out of an ABC depariment store tranchise
svstem has siarted recently. [t makes it possible tor me-
dium—cautegory ABC department stores of 330 10 60 ~q
m 1o jom Tnza-Fuszér. Tsza-Fuszen has the type of
shop and 1t will be the sample shop i working out the
tranchise ~ystem
Tisza-Fuszen plans 10 join an exisung franchise system
worked out tor {ood shops wuh u ~small area. [t wouid be
a iranchise system of 100 sq nv shops

4 In the past two years, Tisza-Fuszért has started 1o estab-

lish ciscount department stores. Al present, seven such
untts Jre operating, and the opeming of three to five are
being prepared Ths type of shop s abvo sunable tor
franchusing.

Tisza-Fuszén. dunng 1ts own pavatization, is rying o ul-
lize tranchise i order to create a small trading actrvity in addi-
uon (w whoiesale, which considerably nproves the etficiency
ol aperanon

IF these systems are run well, small trade revenues will con-
siderably increase.

Franchise systems will make 1t possible for the company to
considerably expand the operation area wiich, at present. 1y Iim-
ied o two counties

The company will be able to spend a pan of its prolit eamed
by the dynanue inerease ol the franchise system 0 modenuze
the company

The tranchise system will torce the company to adapt flex-
1bly uand quickly to market refanions,

{In the mial penod of the pnvauzation ol Tisza~Fiszér,
Zarex Hungary acted as a franchise consultant.)

1

LT}

(cleaning) are good exampies.

Intermational experiences, however. indicate that the feld of
operauon ot franchise-system companies is even wider In gen-
eral, 1t 1~ worth thinking of franchise for those companies whose
acuvity, partly or fully, can be conmipnsed 1n a system It 1s also
imponant to analyze whether the market is able to bear a new
chain in 1ts field of activity. 1e%

To answer the first basic question 1s possibie fol@wing a
thorough preparatory survey pnor 1o decision—making Tt snouid
spread over the current market position of the economic unit and
pnncipies formulanng the goals to be achieved by appivinz
tranchize. Furthermore, a part of this study 15 the evaluation o1
the cconomic unit’s market environment and the anatysis ot how
the tulure development plans of the company harmonize watn
the expected mouon of the market This preparatory parm very
important in view of the future of the economy umit 18 a resull ot
rcamwork There 15 a need for external specialisis expert i tran-
chise. but no reliable matenal can be prepared without inz 2xpe-
nence and knowledge of the company’s wop and/or medium—ier ¢t
management

ANALYZING DECISION SITUATIONS ,:

-

The company s management or the organizauon responple
for the company s privatization {consultant) should make 2
number of decisions even prior 1o the transformauon penod pre-
ceding pnvauzauon.

Among the decision strategy versions, franchise. as ap ¢nter-
prisc~business—marketing tool (if the company 15 Qpenw e
suttabie tor franchise) 1s one of the strategies

Franchise, as an altemauve pnvavzauon procedurz .an
emerge 10 two phases:

- pnot 1o privatization Or

— dlter povatizaton

If the company management selects franchise, most ot e
questions can be answered by thoroughly examining the old ore-
transformation structure and operation Necessanly, theRbid or-
ganizational frameworks are replaced by an orgamizatibn sup-
poriing up—o—date operation. Their smooth transformaticn .« xa
be tned. but a number of expenences indicate that each transloe-
mation entails smail or big sacrifices. In the new orgamzanon
independent even from tranchise. new functional units are browsznt
about. and old ones, unsuitable for the new frameworks. divinte-
grate. During transformaton, decisions should be made 10 fer-
minate organizational units or establish new ones.

Is an oid organization suitable for realizing a franchise wans-
formation? Is the ofd management 1n the position (o m#%e [an-

b


http:speciali.ed

FRANCHISE

b .

chise—type wansformauon-related decisions excluding externaj
effects?

If they decide in favor of a [ranchuse. it should be clanfied
whether franchuse elements should be built into the new com-
pany structure 1 the 1mual phase of ransformation or at the fi-
nai phase of privauzaton

In the case of commercial franchise systems. the central
management 15 iransformed. and the wholesale and small trade
functions are partly merged. The impanance of the markeung
orgamzauon changes At the same ume. an orgamzational unit
dealing with assisung and trarming the franchisees should be es-
tablished. A close daiiy connection between the iranchiser and
the franchisee will be maintained throughout the whoie conwract
penod.

Franchisees of commercial and servicing character may have
the chain unuits formuing the subject of pnvatization prior to
transformation, but there will be frarchisees who would like o
establish and orgamze their chain dunng transformaton. When
establishing a chain. however. the laner should expect o find
themselves in {ron of enirepreneurs and nor ~hop assiseants. Or,
ihe opportumity should be prosided in the case of good franchise
systems for the franchiser to take over complex chain systems,
Decisions 1n this respect are shified towards linancing questions
Is a company raised on old corporate habits suitabie for accept-
ing and managzing the new chan structure ? Perhaps these ques-
nons can only be answered if the new company management s
ready to start

It 15 ¢lear that whichever phase of tran~fonntion 1S consid-
ered tne start of the tranchise. the urganization runming franchise
should firv oe established. ano the pnyatuzaton w hedole of the
chain umts snould be et

Compared 10 old structures (e.g. coniracted ~hops}, commer-
cial or servicing franchine runs the cham s unis in o claser gon-
tractwal form At the same ume. the relation berween the shon
chain managers and the center recerves a new quatus tnerr reta-
uonshtp ts not subordinanon butequaliny.

For non-commercial (ranchise sysiems ihe organizational
change-zeneraung effects of transfonmation are also vald

In making dectsions. the examination ot the economic envi-
ronmenk 15 not insignificant either. A number of tranciises run-
nmg abroad cinnot be naturalized in Hungan . because the
francinser 1 reluctant to accept the Hunganan economic envi-
roument, the taxation and legal background Laul these are
brought to the level o} indusinally developed societies by proper
legal rules and regulations. a number of unanswered questions
rematn in the field of franchiving

When aking over loreign systems. the suitability of the
franchisee should also be examined tn addition to the gencral
Hunganan economic environment. A number ot well-running
franchise systems are unabile to set foot 1n Hungary due 1o its gb-
solete technical means and outdated technology  In the tramework
ot francnising, the hanchiver provides some means tor a rental
fee 1o the franchisee. but does not expect. umony others. the es-
1ablishment of spaces influencing the operduion of those means
and the problem of their servicing. Storage and ~upply probiems
may question the very teasabiliy of the operation,

Franchisees should meat basic demands to run the system
These are basically changes in approach. that 1s. employes ap-
proach should be replaced with ownership approach.

30 PRIVINFO

In franctusing, financial questions should also oe answerea
Not too often, franchise sysiems are seli-financing  out
franchising with the help of credit 1s more trequen:

[n view of the Hunganan circumstances. tius latter financ e
method should be first examined. A separate chapier deais wiin
financing questions: here this question 1s examined only trom
the point of view of the franchises In the case of commerciz:
tranchise. the franchiser can exiend commodity crean ana pas -
ment allowances for the francnisee 1f he sees the snom-term re-
funding of hi~ investment Of course, the questions of francnises »
suitability basicaily concern operauon, but the expected profit ot
financial assets extended by the franchiser should not be 1znorea
erther.

To make a franchise system acceptable for panks tterestec
wn financing or would-bte franchisees, a month-by-montn reas.-
bility table should prove to the franchiser that if he follows di-
rections carefully. the business venture will show o fong-tenn
profit within a ~et penod.

The franchisee also makes decisions on his own level He
has 10 acquire financia! assets necessary to faunch and run the
enlerpnse, to be able 1o rescttie 1t 1n o shomt penod in sropartien
with the course of business For this. he has 1o know the marke:
of his business’ field of operauon. These ~nouid b= tested and
analyzed in an analytical examinauon form fevond markeung

Franchise 1s built on a long—termn business policy  For s
reason. during the course of business franchssers and francrnes -
face a number of analyzng and exaluating tasks Aba, dunny
sales 1in course of business. decision-making ~ituattons may
emerge involving the longer term These 2tfect francnive  base-
caily or. in the worst case may temminate 11 On the DasIs o1 2x-
amples of franchise systems functioning armid develooea eco-
nomic circumstances. 1L can be safely stated that bankrupics
procedures are fewer for francnise-ivpe enterprides tnan tor
business ventures privauzed by otner mean

A basic quesnion emerging in the course vl pnivatization
whether a company should purchase or develop a franchise
system. The following sub—chapter degls with this guestion

A HUNGARIAN FRANCHISER OR THE MASTER FRANCHISEE
OF A FOREIGN SYSTEM?

If preliminary analyses and evaluations are clearly positive
the quesuon emerges whether to develop or purcnase. that is.
whether a company should be a Hunganan franchiser or the
Hunganan distnbutar ot a foreign system This 1s the comersione
of the mansformation of the whole company. There asre numerous
pros and cons in both versions. A (by no means comgprenensive}
hist of typicat ones follows here. with the cavear that no general
recipe exists. With each company. u shouid be exarmined sepa-
rately which version i the best.

Pros ro aking over a foreign franchie svstem,

1. The peint is the taking over of an exisiing system whicn
has been tested in practice. approved by the market and having a
market vaiue.

2. Intaking over a forgign system. government loans or oiner
preferenual loans can be drawn 1n a considerable part of the cases.

3. The taking over and spreading of a well-known foreign
system sarves as a model for Hunganan companies functtoning

»
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i a similar field and expanding ns cham as to the Western | so that each umit of his company should be operated profieably

standard and quality.
4, The Hunganan franchisee may eventually grab domestc
supplier export opportunities.

Pros to working out (developing) a Hungarian franchise

sysiem

L. Hungarian franchise systems are established according to
Hunganan consumer habits and traditions. 1 accordance with
the valid accounting taws and legal pracuce.

2. Precious Hunganan knowledge, expenence and system of
relatons cdn be utilized 1n the Hunganan franchise systems, in-
dispensable 1n chain-type funcuoning.

3 Adapung 1o the Hunganan ecénomic environment, Hun-
ganan franchise systems can be worked out less expensively and
introduced gradually.

Franchise wili become general in Hungary and take its place
and fulfill a long-term: function 1n economic life if, in addition to
well—known and popular foreign systems, there will be success-
fully operating Hunganan franchise systems too: chains based
on Hunganan marhet charactensucs mesting the requirements
of the fronchive enterpnse form and following its intemal logic,
and sativdy ing the requirements of the European Code of Ethics,
which can amply prove that this marketing enterprise form. by
adapting foreign <y stems. not only takes a place in the economic
public thinking. but 1~ activelv applied n the proper development
phases of company structunng,

There 15 an upponunity. however. (o realize a new 1dea in
practice 10 work oul J tranchise system (or toreign goods and/
or senvices 1n Hungary according to Hungan.an crrvumstances and
requirements After its intreduction and chain-type spread in
Hungary these ~ystems are easter 10 adapt, 1na second step. 1n
the neighbonng post—~ociahist countres than those coming from
the markel economy countries. There ~ an exampie for such kind
of expeniment

The impon ol goods and services does not necessaniy draw
the conunuous import of the product. With a property established
industnal. aenculural. packaging and servicing background. the
franchise system 1n question can gradually rely on Hunganan
suppliers Thus franchise systems can act as drawing branches
too Meenng European—standard requirements, they can replace
imports in a number of fields: moreover. Hunganan suppliers
might become ¢xporters of a product or service

SAVING CAPITAL IN THE LONG TERM -
INVESTMENT IN THE SHORT TERM

Amonyg the mam advantages of the franchise enterprising
form. saving capnal s often emphasized. This is true, and every
franchiser considers 1 This. however. does not mean that the
potenual {ranchiver should not conwider various {often big)
investment when working out the franchise system of one or
more own units An earlier, well-funcuoning company con-
sistng of severil units should be transformed and reorganszed
s0 that it can run and control a whole chain, while its own
units should smoothly tunction even n the period of transfor-
matton,

As o tirst step. the future franchiser should systemize in
wnnng the elements of his successful venwre. He has to do 1t

on the basis of those put down. He has to prove with figures that
the operanon of the indrvidual units 1s profitable. As a first step
the entrepreneur whe wants 1o join the system shouid examine
how much time and what condiuons 1t will take for his invested
money to be eamed back. The development phase of the system
includes a handbook which discusses the minutest detals of the

» course ol business.

Furthermore, an organic part of the system ts the accounting
system. which 1s equally imporant {or the entrepreneur as an aid
and 4 control 100l for the franchiser. The legal part 1s one of the
foundations of the functioning franchise systemns, Agreements
concluded with the entrepreneurs regulate the nghts and obiiga-
tions of the franchiser and the enwepreneurs throughout the whole
contruct period. [t1s an smpornant part of the legal work. but also
important are the stnng of contracts and agreements which the
franchiser concludes with sub—contractors and suppliers With-
out them. the franchiser would be unable to run his cham and
ensure smooth operation for each of his enirepreneurs. thus
question. in practice. the whole chain—consuruciion.

Every franchise system 1s measured twice: first. among those
entrepreneurs who are considenng Jaunching their own enterpnse
or joiming an existing chain. or considering which chain to youn:
second. among consumers when the cham ts bult up and spread.

Thus it 15 not enough to compnse a successful venture i a
franchise system: necessary infrastructural condrtions to con-
tinuousiy run each member of the chain should be created nght

* at the beginning It involves suppliers. but aiso supposes consid-

eruble organizational transformation within the mother compans

An operative organizauon should be established which is tn duits
contact with entrepreneurs. and which analyzes and evaluates
every motion of the market affecting the company s operation
and market position. It 1s not enough to build up a cham. a mar-
kel position according to the state and preparedness of the com-
puny should be achieved and maintained Without hard work.
up—to—date market knowledge and thesr realization 1n the com-

* pany’s operation, no company can last on the market or matn-

tain and improve its position tor long. The company’s operation
should mesh with market demands and requirements.

The working out of a franchise system involves considerable
mnyestment on the part of the company that cannot be shified. in
the imuat phase. 1o entrepreneurs joining the system. The com-
ptlatton of a proper financial packet would be necessary to as-
suine al feast a part of these costs. It would consist of several
pants. depending on the phase of the system’s working out and
how successful the company s on the market. A free of charge
or interesi—free loan supplied by a fund set astde for this purpose
could be coupled with a preferential credit which would be ex-
tended by conumercial banks interested in franchise.

The study has been prepared by

Edit Décst. LOGISZTIKA Co..
Mihdilv Harasti. TRADEMARK Co,
Agnes Kirdh-Végi. CECC,
Isnn Kits, DASY Ca.. and
Jerors Seyd, ZAREX Hungary.
The address of the Hungarian Franchise Associanon:
1536 Budapest, Margit krt. 15-17.
P.O. Box 446
Phone: 1154619, fax: 1359349
General secretary: Istwin Kiss
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List of consulting companies of the )
HUNGARIAN FRANCHISE ASSOCIATION
Name and address Representative Phone Fax
CECC Kozépeuropa Tohebefektetes Tirsasag Central European Capiiaf Investment Co )
i054 Bp Véranikrterel Agres Kirdly-Vea LH 5296 L12-6403
CRAFT Kft (CRAFT Co) 1035 Bp Viharu 36. Miklés Bormemisza 168845 )
DASY Domies— és Rendszerelemzs Kt (Decision-making and Svstem Anahunc Co» -
1024 Bp Margit kit 15-17. [V em 3 1536 Pf 16 Istvan Kiss 1154619
DAZSI Franchie Kft . 7630 Pécs. Almos u 3-5 __ Lordnt Dobos TUH0-316
Dr Egn Karoly Ugyvedi froddia 1Dr Kaoly Egn s Lawser » Bureaus T T
1053 Bp Szépu. 2 1084 Bp Pf 100 Dr Kirolv Egn 7-2280 17122
) EastEuropeLaw Lid. 1088 Bp Rakécziuce |-3. Tamds Kovics 266—"'0!699 2660360
: ECONOMIX Rt Gabor Gergely 1170721 117-0327
1093 Bp. Fovam iér 8. F17-0327
H I T. Invesicenter-Tradeinform 1053 Dorottyau 4. Andris Hirschler 1156064 118-3732
: HAY Menedzsment Tanacsadé Kft tManagement Consulung Co ) Iézsef Poor 1426251 1426251
’ 1075 Bp. Maddch tér 7 1142917
INTERPRESS Kiallitisok Kft (Exhibiuons Co Ldszl6 Szdszhé 132-2790 132-7765
1075 Bp. Karolv krt. 9 1364 Bp Pi. 260 112-1033
LOGISZTIKA Kft. 1132 Bp. Visegradiu 57 Andris Déri 130-2512 120-2512
Magyar Gazdasdgy Kamara Okatast Kozpont Kft (Hunganan Chamoer of Commerce Traning Center Can )
{114 Bp. Villdny ot 11-13. {Sdndor Nagy) 1666588 166—"410
MARKET SYSTEM Franchise Rendszeriejl es Ker K1 tFranchise System Deseloping and Trading Co.162721-722
6721 Szeced. Sohordou 5 6701 Szeged P 169 [stvan Kopasz 61515642 6140943
NOVOFER Rt Peter Jamnk 166—-8509 166-8509
1112 Bp. Hegyalja it 86 1869350
OKTAV Ipan Tovabbhépzs Vallalar «Industnal Professional Tramning Company)
2509 Esztergom. Wesselényiu 35-35. Gyula Pail 13711-735 11087
Qrszdgos Kereskedehm és Hiteibank Rt. {Nauonal Treding and Credit Bank Co )
i 1051 Bp Arany Jdnos u. 24 Mina Udvardi i12-5200
OTP Bank Rt. 1051 Bp. Oktdber 6. u. 20. {mre Gyuricza 132-2938 131-7109
; SMASH Kft. 1035 Bp. Vihar u. 36. Gibor Nevihostény
- The Banhill Group/Banhegyi 1146 Bp Herminau 4. Zsolt Bdnhegy! 1-141-1340
.- TRADEMARK Franchise és Markeung Konzultdns Kft (Francluse and Markeung Consulting Co +
= 1118 Bp. Szép u. 2. Mihaly Haraszu 117-8043 [18-2846
: TRENDSZER Bt. 1025 Bp. Tordkvész it 35/a. Istvdn Majoros 167-3204
\ ZAREX Magyarorszdg Kft 1064 Bp Szondiy 34 Jdnos Sajo 111-9637 112-5400) y
TENDER ANNOUNCEMENT
In the framework of the decentraltzation pnvatizatwa program permitied by the State Property Agency,
the Fiizesabony State Farm is selling, on the basis of 2n auction
oo March 31, 1993, 10 am.
the following assews
— showroom and aparmment house of a commercial unit.
- store and workshop buldding.
- o0ld office building (centen
- grain store for 300 wagons
Place of auction: the centre of the Fuzesabony State Farm. Fuzesabony-Pusziasziksz6.
Conditions o take part in the auction: the payment of camest monev equal to five percent of the bidding pce of the asset 10 be purchased pnor io
the suction ai the place of the auetan in the cashier of the stz farm
in the exent of purchase. the sum of the secuniy will be considered part of the pay ment
The workshop building 15 rented by an economic as-ociation
The approt i of the Stite Properns Agency 1 J condition ot the sabdits of the ale and purchase vontract 10 he conclueded mth e Ju 0N s TR
Further detnled mfarmarion 1 o ailable 21 the Fuzesabony Sire Farm or by phoning 1391 31=31 1 dunag otfic houns (lfom © am Ipm
The aveels W be 2w toned can be viewed dunng olfice hours by appowntment
[~ _uosters A0t fegulaed i s JUCLOn JeIG I T IR e s rates o he Stk Propery Azon 2 Tt
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Planning Materials,

Budapest Meeting

to be held June 21, 1993



Major U.S. Franchisors
To Meet with Hungarian Investors
In Budapest, June 21

Thée largest group of American franchising companies ever 1o cecme to Central
Europe will be in Budapest June 21, to meet with prospective Hungarnan franchisees who
are interested 1n obtaining the rights to bring American goods, services and franchising
concepts to Hungary. ;

The day-long meeting is the culmination of a nine-month project sponsored by the
U.S. Agency for international Development and EastEuropelaw, a Budapest-based firm
which specializes in international franchising. The purpose of the project has been to _
introduce franchising into Hungary; and is based on the belief that franchising, with its
record of success elsewhere in the world, is an equally attractive opportunity for
Hungarans. )

Previous meetngs, co-sponsored by banks and other groups. have sought to
identify Hunganan entrepreneurs, companies, and privatizing enterprises which are
candidates 1o become franchisees or "master licensees”. A nurnber have already been
identified: but, subject to limtations of time and space, 1t 1s stll possible for additional
interested companies to arrange to meet with one or more of the American franchisors.

They include: '

Arby’s...Premier U.S. franchisor featuring fast food-roast beef and various other
specialty sandwiches...Currently franchising in Canada, Mexico, Bahamas, Holland,
Hong Kong, China, Japan, Kuwait, UAE. Curacao, Philippines. Puerto Rico,
Thailand, Turkey, United Kingdom, Brazil.

Baskin-Robbins...World's largest franchisor of ice cream and frozen yogurt...A
pioneer franchisor, starting in 1848...3,400 + franchises, from Memphis to
Moscow. .

FastFrame...A new home services concept...Franchising since 1987...168
franchised units offers custom framirg in a chain of retaill stores...Looking to
expand in Europe, Mexico, New Zealand.

Future Kids...Fast-growing computer education franchise...Grown to over 100
umts in 10 years...Targets children 5-13 in its chain of private learning centers.

| Can’t Believe It’s Yogurt...A frozen yogurt business which has grown to over
400 franchise owned stores...You find the familiar initials "ICBY" the world
over...Franchising wortdwide.

Rainbow International...On-location carpet and furniture dyeing and
cleaning...Founded in 1981 and has grown to over 2,000 franchises



worldwide...Master Licenses sold in France, England, Canada. Guatemala. ireland,
Singapore, Taiwan. and Australia...Franchises operating in all these and The
Bahamas, UK, virgin Isiands.

Sir Speedy...A totally franchised chain of business printers...Highest system-wige
sales 1n industry for four years...885 units...Expanding into South America, Europe
and the Pacific Rim.

Subway Sandwiches & Salads...Franchising since 1974...For seven years the
world’s fastest growing franchise...Over 7,000 units across the U.S. and in 10
other countries.

Ziebart...Detalling, accessories and automotive protection services...Franchising
since 1962...628 units...Interested 1n overseas expansion...Already in 42 countries.

Other franchising companies are also expected. Those interestad n participating 1n the
June 21 meeting should make immediate contact with:

Tamas Kovacs
c/o EastEuropelaw, Ltd.
East-West Business Center
Pf. 300/25
Rakoczi ut. 1-3

1088 Budapest, HUNGARY
Tele: 361-266-4979
Fax: 361-266-6360

or

Philip F. Zeidman, Esq.
c/o EastEuropelaw, Ltd.
1401 New York Avenue, N.W,
Suite 900
Washington, D.C. 20005
Tele: 202-879-56730
Fax: 202-879-5773

Each participant will receive”Franchising”, the first Hungarian book ever published on the
subject, and Hungarian language matenals on franchising prepared especially for this
event. There 1s no charge to the participants.
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Confumation- Junr 2, 1M l"ﬁmgﬂm‘

Call Bk Send Sent Rexponse Trandstion Fina) Company  Reqood for  Industry/

Catrpories Sources Called Yeu ™o Spote  Dhdo’t Ladier Info Lettey infe Roeccivead Translation Recrived info Recr'd Transiat Co |

Fichart 1 X X hY X X 41793 4122193 5/10/93 5124193 NO Autn Servce

Fositrume Y X X X X X Houvchold

Sir Speedy X X X X Bus Services

1wny X 4] 7 X X X X 4721493 422193 5710493 No mitel rec. Possible no show.

Dhwyer X X X X X X 420191 5/24/93 TK handled, 524793 YES J. Vayes in reprecent,

(PAID)

Arhy'y X X X X X X 4/2019) 4122193 s10/93 Ta send TK YES Food

Futureluds X 5r3/93 51393 51093 5111793 YES Children

Bavkin-Robhine X X X X X Food

Golden Corral X X

Soelling X X

Subway * X X b\ X X X 4720194 452193 £110/9% <1197 | No responac as | Food

wf 61979}

The Barbery X X X X X X 4721293 4r22M 1093 s NO

Grouiman X X X X

Balier X X X X X

Simpewon X

Postal Apnex X X

Nathan’y X X

Kwik Kopy X X )

Southland X X

-
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1 alepories

Soorces

Call Bxck

Spoke

Dadn't

Send
Leticr

Confliraustion; Jone 21, 1997 Program

Sent Hrmpons:
Info Leller Info Recorred

Jani King

X

Tranalatino  Final { ompany
Trandatwo Rererved

Info Rers'd

Reqorst Tor
Tranlator

ledmutry/
{ ocnmrwts

Will adsrae

Decorating Den

47127193

4/27193

510/

SHE9)

YES (Note
OShea will nat
be ot cocktail
party will need
to meet firet
thing 6/21}.

Home Furmishings

Ho-Lee-Chow

Sign Express

Athlete’™s Foot

Pureria Une

PIP Printing

AAMC(

Mail Boxes Etc.

Pirza [nn

Gen. Nutri Corp

Wendy'y

Lerov

Magsculs

Ponderotn

Dry Clean

Gymboree

King Bear

* N7
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Coolamatina® June 21, 199 Frogram

Call Back Send Sent Response Tranaltion Fingl Company Requent for Indowry/
{"atrporics Soureey Called ¥4 No Spoke  Didn't Leiter Info Later 1nlo Recaived Traoslstion Recored Iefo Recr'd Tranalsf i wty
Rernedy Temp Ask Siblcy to invitc.
Fantastee Sam's AY X X X X X 4126/93 4/26/9% 511009 1inir
Roto Rooter X X hY X Bovwhold
Doming’s X X X X
Rig Boy X X X X X X KC <ent TK NO cfo Nancy Ghanem
. G/9 what we

hnd.
Lubre tn Wheels X X X X X X NG 10 send N -

TK
Rent A Wreck X X X X X X NG to send NO "

“ | TK

Pera lare X X X X X X ' NG to send NO "

TK
Mufas X X b4 X X X Iocend TE | Waiting a All ©0. info 10 be el

dirreetly. response, directly-TK/Budapest
Speedy MulMer X X X X X TE rec *6/8 | TK will TK will TK rec, 673, YES All co, info 1o be sent
King {Canada) hondle, handle, direcity-TK/Budspow

)
3.

- TV
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EasTEUROPEL AW, Lid. Aitason

EastiVest Business Centar BrROWNSTEDNN ZemDManN anp Lore
P 300725
Afkbcn &k 1-3 . 14 i
1088 Budapest Ot New Yorx Aw?::(oNgO
Hurgary Wasningron, D C. 20005
Tamas Kowvacs
Taleonone  (36-1) 2664979 Phiip ¥ Zexdman, PC

Tewsfax  {36-1) 2686360 Teigpnone, {202) 879-5730

et (202 8795773

March 31, 1893 {202) B79-5730
VIA TELEFAX

Mr, Don Dwyer, Jr.
The Dwyer Group
P.0O. Box 314%
Waco, TX 76707

Dear Don:

This letter is to elaborate upon our recent conversation,
confirming your company’s participation in the EastEuropelaw/
hgency for International Develgpment Franchising Project, and in
particular its presence at the June 21 meeting in Budapest. £ is
also to express my special pleasure in welcoming you.

The opportunity given to EastEuropelaw by the Agency :Zor
Internaticnal Development represented an unprecedented advance for
franchising, and feor the way in which the understanding cf the

process could be introduced and expanded in developing countries.
As you know, the meeting on June 21 in Budapest that we discussed
represents che culminaction of this initial efforc. I believe that
in participating you are not only expanding the opportunities for
your company, but also representing U.S. franchising itself in a
positive and important fashion. Finally, I think it is likely thac
companies that do so will be approached earliest as other such
opportunities develop in the years ahead.

Given the understandable uncertainty as to the number of those
attending, the need for a certain amount of private space for one-
on-one meetings, and the requirement for translation, the meeting
itself will be held in a location separate from the EastEuropelaw
offices. As soon as our arrangements are complete as to location,
times, arrangements for lunch, translators and other related
details, I‘ll be back in touch. You can expect to hear from me by
April 15, but since the June date is deflnlte, you should go ahead
and make your travel plans.

You may wish to stay on in Budapest after June 21, 1f the
prospects that originate on the 21st warrant doing so. Tom Kovacs,

Franchising in Central and Eastern Europe: Hungary

A franchisa project of EastEurcpebaw, Lid.
Funded by te U.S. Agency for Intemauonal Devalopment



EastEuropeLaw, L.
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Page 2

resident in the EEL Budapest office, will be available

until June 25 to offer any assistance you might need. He will be

spending several weeks after that in Washington shou1d you wisn to
discuss matters further with either of us.

Finally, a reminder about the information about your company.
I have enclosed an information form; if you will return it to me
promptly I will see that it (or a shortened form, if necessary) 1is
translated into Hungarian (at our expense, not yours) and made
available at the Hungarian Franchise Exposition in Budapest May 12-
14.

Again, many thanks, both personally and professionally, for
your willingness to work with us to benefit U.S. franchising and
franchising in developing countries.

Sincerely,

et —

Philip F. Zeidman

cC: Tamas Kovacs

Enclosure
FSP:22050/22142:kc

P.5.: I gather we may have the pleasure of your Dad’s participation, since
he will be at the Essen meeting. Ae soon as you know, please advise
me .



Franchising in Central and Eastern Europe: Hungary
A franchise project of EastEuropeLaw, Ltd.
Funded by the U.S. Agency for International Development

FRANCHISOR DATA SHEET

Name of Company

Address

Telephoge
Telefax.

Brief descrption of
business to be franchased;

Year founded:
Franchising since:

Number of company-cwned
units in the UJ.5.:

Number of franchised
units in U S..

[n the UJ.5.°. Initial fee:
Royalty fee:
International franchising:

Year first non-U.S. franchise
granted:

Countries 1n which franchise
rights have been gianted

Total number of units operating outside

the U S,
Do you grant --

Single-unit franchises

Terntorial, muiti-umt development

franchising

*Master”® (subfranchising rights)

Any other important information for the

prospective Hungarian franchisee or
master ficenses:

iPlease circlethose tn which uniis are operating).

In the {£.S.

Yes

No

Cutside the UJ.S.
Yes No

It is recogmized that fes structure may be different outside the U S., and may differ from countrs to

PPN
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May 6, 1993 (202) €79-5730
VIA TELEFAX

Ms. Kay Ainsley

Director of International Market
Development

Ziebart International Corporation

P.0O. Box 1290

Detroit, MI 48007-1290

Dear Kay:

In connection with your company’'s attendance at the U.S.
A.I.D.-EastEuropelaw meeting with Hungarian investors on June 21 in
Budapest, it occurred to me it would be useful if prospective
investors had a chance to review some background information about
your company. If you wish, please send via Federal Express 3
reasonably recent article or articles that you believe accuratsl
profiles your company and/or a selection of your own market:n
materials. Within limits, we may be able to have some of th:
material translated for review by interested investors prior to tX
meeting, and in any event will endeavor to make it available ¢
them in English.

O W

I continue to anticipate an unusual opportunity Zor
franchising this June and look forward to your participation. Ws
will be back in touch as soon as all the logistics are firm.

Sincerely,

bt —

Philip F. Zeidman

20471/20605:ke

Francrusing in Central and Eastern Europe: Hungary

A franchise project of EastEurocetaw, Ltd.
Funded by tne U.S. Agency for Intemauonal Development



FRANCHISORS

L. Gustafson
Arby’s

Joe Francis
. The Barbers

Neil O’Shea
Decorating Den

Mike Mennehan
Futurekids

J. Hayes
D. Dwyer-

Rainbow International

Gilles Chauveau
Martin Ciotti

Speedy Car-X/King

Kay Ainsley
Ziebart

24931:kc

Telephonpe Listing: Franchisors 6/21

TELEPHONE #

305-866-1904

612-331-8500

301-652-6393

310-337-7006

215-540-0120
817-756-2122

312-693-1000

800-877-1312

FAX #

305-866-0252
612-331-2821
301-652-90i7
310-337-0803
215-540-9442

§17-753-2909

0113314-729-0868
312-693-0309

313-588-0718



Banking



EastEeuropelaw, Ltd., prepared, and had translated into
Hungarian, information about U.S. banking and frapchise finance
for the U.S.A.I.D. training program, "Private Sector Development
Strategies," November 10-13, 1993, in Budapest.
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Management Advisoty Services, inc.

Management Advisory Service, Inc. (MAS) is the
prime contractor of a Consortium that includes
Inter-American Management Consulting
Corporation (IMCC); and Development
Altematives, Inc. (DAI). MAS is a small
business concemn, founded in 1980 by former
commercial bankers to provide financial training,
consulting services, and financially related
products to domestic and international bankers
and small business owners. For ten years the
company has maintained its commitment to both
constituencies because it's our belief that access
to bank credit and other bank services is critical
for the success of small businesses, and small
business owners are an important market for
banks and related financial institutions.

MAS has conducted 1,600 seminars on financial
management for over 50,008 business owners
under the sponsorship of 120 banks and 30 trade
associations. It has also trained over 10,000
bankers in financing the closely held busines.
MAS's technical approach centers on five major
objectives:

+  To eacourage and support lending 1o small
bustnesses in A.L.D -assisted countries. To
accompiish this, the busigess owner and lender
must have a common urderstanding of business
practices and be able to communicate effectively
with one another.

»  To utilize detailed and easy to understand training
materials that rely heavily on a visual component.

« To provide "leave behind"™ materials that assist tn
refresher fearning by the panicipant, and ensures
practical application in their daily work.

»  To assist lenders on evaluating the ability of
businesses (o repay debt and provide business
owners with the tools to effectively manage their
buswess. The training plan and matenals are
different tor cach audience, but the information ts
linked together 1o ensure betler communscation

«  To provide top quality instraction.

PRIVATE SECTOR
DEVELOPMENT
STRATEGIES

TRAINING PROGRAMS
for
Bank/Credit Officers
&
Small Business Owners/Entrepreneurs

Sponsored by:
Agency for International Development

Presented by
Management Advisory Services, Inc.



A.T.D. BANK TRAINTNG PROGRAM

NOVEMBER 10 -13

LOCATION: POSTA BANK
XT., SZURET U, 15, BUDAPEST

LIST OF ATTENDEES

Budapest Bank Rt. (2)
- Katalin Kismddiné Kis-Ferenc:z

Kereskedelmi Bank Rt. (3)
Monika Kerekes

Zsolt Kurdi

Laszld Kontra

Corvin Bank (to be detepmined)

Dunabank Rt. (3}
Tamés V&lgyi
Dbdra Madarassy
Ottd Karicsony

Magyar Hitel Bank Rt. (3)
Maria Czifra

Gydngyi Hajos
Csilla Heisz Madaras

Hungarian Foreign Trade Bank (3)
Katalin Sz&llési

Arpad varga

Katalin Erben

Inter Europa Bank Limited (to be determined)
Ritar Nagy

QTP Bank (4)
Maria Redl
Andras Csermelyi

Posta Bank (6)
Eva Szabo Pakozdi
Tibor Halupka
Attila Kovécs
Istvdn Tobias
Marta ‘Gy8ri
Rébert Bank

46



Other Guests

Ferenc Simon, Chemonics

Dr. Nandor Papp, International Trazining Center for Bankers Limited
Gerald Thompson, Budapest Bank Rt,
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IFA Convention

Franchising in Developing Nations -- A,I.D.
Programs for Assistance

A. Opening Remarks:

How A.I.D. became involved in franchise-related
Programs

Background of the PRE/I Loan Guarantee Program

BZS development of criteria for evaluation of
candidates for the PRE/I Loan Guarantee Program

Mention franchisors selected thus far:
Alphagraphics, MicroAge, Fastsigns, Boxworks, Remax
[verify with Eastham]

A.I.D. programs' emphasis on franchisors' economic

and development impact on the host country's economy:

—

- new and appropriate technology/service to local
economy

- integrity, reputation of franchisor, and ability
to service local market

- priority to business-related services, essential
services

- expansion of the small business sector

- use of local materials; positive impact on
balance of trade

- employment generation

- training in technical/business skills (e.g.,
marketing, management)

Relation to other "franchise-related" programs
receiving funding from A.I.D. (g:g., Deloitte)

Introduction of Steve Eastham Cﬂzzd 6)0)



B. ssues/Questions for discussion:

How do interested franchisors access information re
A.I.D. programs

¥ ) . . .
Major countries of operation; A.I.D. cperations in
Eastern Europe

Recommendations for refinement of the A.I.D. program
A.I.D. prospects re PRE/I loan program for 1992
Interaction between A.I.D. and IFA re A.I.D. programs

Utilize exzperience of SBA re small business lending
techniques

Promotion of contract and regulatory reform in host
countries with regard to intellectual property
rights, contract law; no specific franchise
legislation required

Identifying prospects in host countries for jeint
venture, master license, and franchise arrangements

. &,L e b

MNA/328/012892

L()\%



The two following documents represent
EastEuropelaw, Ltd.’'s, cooperation with Hungarian financial
institutions over the course of the contract.

a\



The Franchisor and the Supplier: A Look
at Their Relationship in the Catering/Foodservice Industry

3:30-3:50
What Does a Franchisor Expect From His Supplier?
James H. Amos
President
Intemnational Division
I Can’t Believe It's Yogurt
Dallas, Texas, U.S.A.
3:50-4:15
What Dees A Franchise System Expect From Its Suppliers?
Endre Fazekas
Director
McDonald’s Hungary, Ltd.
A panel of McDonald’s suppliers in Hungary
4:15-4:35
What Are the Finance Options for the Catering/Foodservice Industry?
Remarks by a representative of Agrobank. Rt.
4:35-4:45
Concluding Remarks

A Brief Overview of the Parties and Their Responsibilities in the Franchised Catering Sector:
Philip F. Zeidman, Esq.

4:45-5:00

Questions and Answers

qf



Franchising:

New Opportunities in a New Market

Budapest
January 26, 1993

Presented in part under the auspices of a grant from the U.S. Agency for International Development
“Franchising in Central and Eastemn Europe: Hungary”

FastEuropeLaw, Ltd.
East-West Business Center
Pf. 300725

Rakoczi ut. 1-3

1088 Budapest, HUNGARY

Tele: 361-266-4979
Fax: 361-266-6360

PROGRAM SPONSORS

OTP BANK
H-1051 Budapest
V., Nador u. 16.
HUNGARY

Tele: 361-269-1685
Fax: 361-132-0909



Franchising: New Opportunities in a New Market -

9:00 a.m.
Introduction and Welcome
A. Government of the United States

I. The Honorable Charles H. Thomas, 11, Ambassador of the United States

2. David Cowles, Director, U.S. Agency for International
Development, Hungary
B. Representative of the Hungarian Government

I. Mr. Janos Both, State Property Agency
C. Introduction by the Sponsors

I. Representative of OTP

2. Philip F. Zeidman, iisq.

Co-Founder, EastEuropeLaw, Ltd.
Founder, Brownstein Zeidman and Lore®

9:45-10:30

An Overview of Franchising
Philip F. Zeidman

A. What Elements Define A Franchise?
B. Franchising’-s Economic Significance
I.  Inthe United States
2. In International Markets

C. How Franchising Works In Practice

A Professional Corporation



11:00-12:30
Different Perspectives on Franchising
A, The Hungarian Franchisor:

Mr. Forczek Ldszlo
Fordan, Ltd.

B. The U.S. Franchisor Entering the Market
James H. Amos, Jr.
President, International Division
[ Can't Believe It's Yogurt!
Dallas, Texas, U.S.A.

C. The Hungarian Master Franchisee:

Mr. Viragh Endréné
Fort Commercial Ltd.-Ceiling Doctor

D, The Hungarian Small Businessman
Representative, ECONOMIX
E. The Privatizing Company:

Dr. Saj6 Janos
Zarex Hungary, Ltd.

F. The Hungarian Franchise Association:

Dr. Istvan Kiss
Secretary General

12:30-1:00
Questions and Answers
1:00-2:00

Lunch



2:00-2:30

Franchising and Privatization
Philip F. Zeidman

A. How Franchising Can Be Used as a Vehicle for Privatizing a State-Owned Enterpris;a
B. The Franchising of Government Services: Special Opportunities for Municipalities
2:30-3:45

Financing the Franchise

A. Hungarian Resources: Commercial Banks and Other Hungarian Sources

Dr. Turdn Attila
OTP Rt.

B. International Resources
A panel composed of representatives of, or presentations regarding, organizations which have
financed franchise operations in Hungary, or developed special programs for doing so. These will
include:
+ European Bank for Reconstruction and Development
* Hungarian-American Enterprise Fund
» Export-Import Bank of the United States
» U.S. Agency for International Development
*  Others
3:45-4:00
Conclusion
Where do we go from here?
4:00-4:30
Questions and Answers
4:30-5:15
Sponsors’ Closing Remarks

EastEuropelaw, Ltd.

OTP BANK

L%



MEMORANDUM

TO: Deloitte Files
FROM: Philip F. Zeidman
RE: Banking

DATE: July 27, 1993

Addendum to banking file:

I had been asked to make a presentation on franchise finance
Lo a banking seminar to be held in March, 1993, by the U.S.
Agency for Internmational Development. Barly in March I was told
that the meeting was canceled, and that I would be advised of any
other future presentation.

fsp:wp:29484
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Franchising and

.the Foodservice/Catering Industry: Hungary

Budapest
January 27, 1993

Presented in part under the auspices of a grant from the U.S. Agency for International Development:
“Franchising.in Central and Eastern Eurcpe: Hungary”

EastEuropeLaw, Ltd.
East-West Business Center
Pf. 300/25

Rakoczi ut. 1-3

1088 Budapest, HUNGARY

Tele: 361-266-4979
Fax: 361-266-6360

PROGRAM SPONSORS
Agrobank

1126 Budapest
XI1., Boszormenyi 1t 24

Tele: 361-155-2722
Fax: 361-155-4763

qv


http:Franchising.in

The Agrobank Conference

“Franchising and the Foodservice/Catering Industry: Hungary”

1:00 p.m.
Welcome and Greetings
Philip F. Zeidman, Esq.
Founding Principal. EastEuropelLaw, Ltd.
Founding Partmer, Brownstein Zeidman and Lore",
Washington, D.C_, U.S.A.
Borosnyaine Czangar Judit
Depurty Director
Agrobank Rt. Budapest Regional Branch
1:30-2:30
A Look at the Franchise System in the Hungarian Foodservice/Catering Industry
Comment by a representative of the Hungarian Ministry of Agriculture
Comments by-.a group of experts in the Hungarian Catering/Foodservice Industry
2:30-3:15
What is Franchising? How Has It Functioned in Market Economies?
How Does Franchising Support the Small Business Entrepreneur?

What Could Franchising Bring to the Catering Industry in Hungary?

An overview of these and other franchise issues by
Philip F. Zeidman, Esq., EastEuropeLaw, Ltd.

3:15-3:30

CofTee

A Professional Corporation



Mid-America: 1993 U.S5. Ambassadors’ Tour
of the American Eeartland

Participation in program, May 3, 1993



CHICAGO, ILLINOIS

1993 U.S. AMBASSADORS’ TOUR
OF THE AMERICAN HEARTLAND

Update on Opportunities and Obstacles for
U.S. Business in Central and Eastern Europe

Monday, May 3, 1993
The Westin Hotel Chicago

) National Organizer
The Mid-America Commirtee for Intemacional Business
and Government Cooperation, Inc.

In Partmership With
U.S. Department of State
U.S. Department of Commerce/International Trade Administration
U.S. Agency for Internatonal Development

Local Sponsors
Waste Management, Inc.
IMCERA Group Inc./Pitman-Moore, Inc.

‘Local Patrons
A.T. Kearney, Inc.-
CBI Industmes, Inc.

Local Cooperating Organizations

» National Association of Srate Development Agencies
¢ Mid-America World Trade'Center ]
e Chicago District Office, U.S. & Foreign Commercial Service, International

Trade Administration, U.S. Department of Commerce
» International Business Division, [llinois Department of Commerce & Community Affairs
» Illinois World Trade Center Association
+ [llinois District Export Council



ADDITIONS TO SEMINAR AGENDA

HON., ADRIAN A. BASORA, the Unitéd States
Ambassador to the Czech Republic, will provide the
keynote remarks during the luncheon session.

ROBERT E. NAVIN with the Agency for International
Development will also be participating in the
Workshop Sessions covering Agriculture and
Agribusiness and Energy and the Environment

RICHARD DINE, representing the Czech and Slovak
American Enterprise Funds, will participate in the
Workshop Session covering Financing and Insurance
during the first rotation this afternoon.

BONNIE J. NEUBECK, Vice President with Norwest
Bank, will participate in both rotations of Financing
and [nsurance



2.00-3:20

3:20-3:30

3:30-5:00

ROTATION I — WORKSHOP SESSIONS: CRITICAL ISSUES FOR BUSINESS
{Regents 1-4, Rex [)

Agriculrure and Agribusiness
s Paul L. Daemen, President and Chief Executive Officer, Mid-America World Trade Cenrter

» Thomas L. Farquer, Vice President-Legal Affairs and Secretary, Pirman-Moore, Inc.
* Hon. H. Kenneth Hill, Ambassador to Buigarta

Manuracturing, Marketing and Distribution Channels

e Craig S. Atkins, Jr., Sentor Commercial Officer, Romania ]

s Roberr E. Brindlev, President and Chief Execunive Officer, Getz Bros. & Co., Inc.
* Hon. John R. Davis, Jr., Ambassador to Romania

* Gary L. Gallagher, Senior Commercial Officer, Hungary
¢ Hon. Charles H. Thomas, Ambassador to Hungary
+ PhilipF. Zeidman, Parmer, Brownstein Zeidman and Lore; and Representauve, EastEuropelaw, Lid.

Information Technology
* John Fogarasi, Seruor Commercial Officer, Bulgaria
» Thomas M. Kelsey, Senior Commercial Officer, European Bank for Reconstruction and Development

« Nancy A. Wilson, Director of Business Development Support, Amernitech Intemational

Financing and Insurance

¢ Mildred Q. Callear, Vice President and Treasurer, Overseas Private Investment Corporation

» Hon. Mark M. Collins, Jr., Alternate Execunive Director for the United States, The World Bank

* Hon. William G. Curran, U.S. Executive Direcror, Eutopean Bank for Reconstruction and
Development ’

» Joseph C. Fleig, Senior Loan Officer, Export-Import Bank of the Uniced Stares

» Jill Bezek Jones, Country Manager, Central, Eastern, and Southern Europe, Trade & Development
Apgency

Learning rhe Rules of the Road .

» Hon. Adrian A. Basora, Ambassador to the Czech Republic

* Richard Dine, Senior Investment Officer, Czech and Slovak American Enterprise Funds

¢ Joan J. 'Edwards, Senior Commercial Officer, Poland

¢ Daniel E. Harms, Senuor Commercial Officer, Czech Republic

» Frank C. Schroeder, Vice President-Corporate Development, Waste Managemenct Intematonal
* Emma Zukowska, Manager, Arthur Andersen & Co.

Break -

ROTATION I - WORKSHOP SESSIONS: CRITICAL ISSUES FOR BUSINESS
(Regents 1-4, Rex I)

Pharmaceuticals and Medical Technology

« Thomas' L. Farquer, Vice President-Legal Affairs and Secretary, Pitman-Moore, Inc.
» Gary L. Gallagher, Senior Commercial Officer, Hungary

» Hon. Charles H. Thomas, Ambassador to Hungary




8:30
9.00-9.15

9:15-10:45

10:45-11:00

11:00-12:30

12:30-1:45

Agenda-in-Brief

Registratton  {Ballroom Lobby)

Welcome and Program Overview (Oxford Room)
* Thomas H. Miner, Chatrman, The Mid-America Commuttee

OQUTLOOK FOR AMERICAN BUSINESS. Polttical and Economic Trends in Cenrral and Eastermn
Europe

U.S. Ambassadors:

* Hon. Adrian A. Basora, Ambassador to the Czech Republic

* Hon. John R. Davis, Jr.. Ambassador ro Romania

* Hon. H. Kenneth Hill, Ambassador to Bulgaria

* Hon. Charles H. Thomas, Ambassador co Hungary

Sentor Commercial Officers:

* Craig S. Arkins, Jr., Senior Commercial Officer, Romania

* Joan ]J. Edwards, Senior Commercial Officer, Poland

* John Fogarasi, Senior Commercial Officer, Bulgana

* Gary L. Gallagher, Senior Commercial Officer, Hungary

* Danuel E. Hamns, Sentor Commercial Officer, Czech Republic

Break

ADDRESSING THE CRITICAL ISSUES Assastance Frograms to Promote and Suppor{
U.S. Business {Oxford Room)

Panel Moderator:
* Charles A. Ford, Deputy Assistant Secretary for International Operations, Deparmment of Commerce

Discussion Leaders:

+ Stanley Bokota, District Director. International Trade Admiruseration, U. S. & Foreign Commercial
Service, U.S. Department of Commerce

¢ Mildred O. Callear, Vice President and Treasurer, Overseas Private Investment Corporation

* Hon. Mark M. Collins, Jr., Alternate Executive Direcror for the United Stares, The World Bank

*» Hon. William G. Curran, U.S. Executtve Director, European Bank for Reconstruction and
Development

* Joseph C. Fleig, Senior Loan Officer, Export-Import Bank of the Unired States

+ ]ill Bezek Jones, Country Manager, Cenzral, Eastern and Southern Europe, Trade & Development
Agency

* Robert E. Navin, Chief, Trade and Investment Office, Bureau for Europe, Agency for Intemnational -
Development

* Romuald]. Poplawsk1, Assistant Direcror, Illinois Department of Commerce and Community Affairs

+ Nancy L. Schiller, Managing Director, Bulgarian-American Enterprise Fund

LUNCHEON - KEYNOTE ADDRESS: Keys ro Business-Government Cooperation in Central and
Eastern Europe {Buckingham Room)

\»


http:9.00-9.15

5:00-6:30

Energy and the Environment
« Craig S. Adans, Jr., Semor Commercial Officer, Romania

« Hon. John R. Davis. Jr.. Ambassador to Romania

¢ John Fogarast. Sentor Commercial Officer, Bulgaria
+ Hon. H. Kenneth Hill, Ambassador to Bulgaria

+ Jill Bezek Jones, Country Manager, Central, Eastern, and Southern Europe, Trade & Development
Agency

» Frank C. Schroeder, Vice President-Corporate Development, Waste Management [nternational

+ Steven M. Swanson, Ph.D., Pancipal, Sanders Internanonal, Inc.

Transportation & Construction
¢ Joan J. Edwards, Senior Commercial Officer, Poland

+ Thomas M. Kelsev, Senior Commercial Officer, European Bank for Reconstruction and Development

Financing and Insurance

¢ Mildred O. Callear, Vice President and Treasurer, Overseas Private Investment Corporation

» Hon. Mark M. Collins, Jr., Alternate Executtve Director for the United Srates, The World Bank

+ Hon. William G. Curran, U.S. Execuuve Director, European Bank for Reconstruction and
Development

« Joseph C. Fleig, Senior Loan Officer, Export-Import Bank of the Unuted States

. Leamning the Rules of the Road

* Hon. Adrian A. Basora, Ambassador to the Czech Republic

» Robert E. Brindley, President and Chufe Executive Officer, Getz Bros. & Co., Inc.

¢ Richard Dine, Senior Investment Officer, Czech and Slovak American Enterprise Funds

» Daniel E. Harris, Senior Commercial Officer, Czech Republic

¢ PhilipF. Zeidman, Partner, Brownstein Zeidman and Lore; and Representative, EastEuropeLaw, Led.
+ Emma Zukowska, Manager, Arthur Andersen & Co.

RECEPTION for seminar participants and discussion leaders (Buckingham Room)
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THE INTERNATIONAL CENTER FOR PRIVATE ENTERPRISE

IN DEVELOPING COUNTRIES

Puring the Tito regime, the United Nations and other
international organizations, searching for a non-aligned country
in the protracted Cold War, settled on Slovenia. Its capital,
Ljubljana, became the site of a group of international bodies,
both private and governmental, and of conferences where
representatives of difference cultures and political systems
could come together safety. One of those organizations is the
Internatiocnal Center For Private Enterprise in Developing
Countries ("ICPE"}.

The ICPE today is an intergovernmental organization of 40
member states and 33 affiliate enterprises. Its primary goal is
to agsist enterprises in efficient management by promoting
contemporary management thought and entrepreneurial behavior
through research, training, consultancy and the dissemination of
information.

The ICPE since 1990 has undertaken original and pioneering
efforts to focus its energies on franchising -- initially in Asia
and this year in Slovenia -- by convening two International
Seminars on Franchising in Transitional Economies.

Because of EastEuropelaw’s efforts, under AID/Deloitte, in
Hungary, the ICPE invited Mr. Zeidman to participate in the
meeting in Slovenia. He did so shortly before the June 21
meeting in Budapest. The conference program and his paper,
"International Franchising: The Central and Eastern European
Experience" are included here as corollary products of the
contract.
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Monday, 14 June, Morning

8.00 - 9.00 Registration

9.00 - 9.25 QOpening of the Seminar: Welcome addresses

9.30 - 9.45 Introduction of the Programme: 1. Pavilin

9.45 - 10.30 European Franchising - C. Zimmer-Helou

a. Whar is franchising, franchisor - franchisee relarionship, franchise system;

b. European franchising. European models of franchising. Franchising-like arrangemenis,
modaliries of franchising. Managemen: / entrepreneurial education on franchising in
Europe. Legal prorection of franchisers and franchisees in CEE countries. Western and
domestic franchisers in CEE countries. (Presencation and discussion)

10.30 - 10.45 Cgffee Break

10.45 - 11.30 International Franchising Experience/Franchising & Privatisation- P. Zeidman

a. Internarional expenence in franchising: franchising in different pans of the world:
developed countries, rransitional economies and developing world. Experience of USA
franchisers in CEE couniries: opportunities and threats;

b. The role of franchising as a vehicle for privatisarion of siate-owned enterprses
’ (Presenrarion and discussion)

11.30 - 12.00 Franchising as An Instrument of Business Transformation - Chong Li Choy

a. Business formas franchising and simiar franchising-like arrangements as a developmeni
rool in transinonal economies;

b. Transformarion of business culrure;

C. Examples of copycar ensrepreneurs and cultural iransformasion from Singapore

(Presernzarion and discussion)
12.00 - 12.30 Franchising in Canada / Marketing and Frunchising - T. Dwight

a. Franchising in Canada: Condinons for development of franchising in Canada. USA
spill over effecr and cloming foreign franchises. Transferability of the Canadian
experience 10 CEE couniries; .

b. Markering and franchising in an emerging marker economy. Franchising in an emereung
marker serting. an alternarive to independent business formarion. ‘Master franchuses
versus own developed franchise sysiems. Franchisee selection. Assessing markeung
strategy: flexibiliry and integrity of franchise model and assessing indigenous franchise
porenrial. (Presenrarion and discussion)


http:10.45-II.30

12.30- 13.00 Franchising in Austria/Export of domestic franchise systems- W. Frauenhuber

a. Franchising in Austna, export franchising,

b. Developmens of domestic franchise systems and exporr franchising, cases for Sloven:a.
(Presenzarion and discussion)

13.00 - 13.15 Opening of the exhibition of paintings by S. Marflak

13.15 - 14.00 Lunch Break
Monday, 14 June, Afternoon
14.15 - 14.45 Franchising Opportunities and Privatisation in Slovenia - B. Pelenko

(Presentation and discussion)

14.45 - 15.30 Franchise Systems in Slovenia - L.Koéar, M.Hude, J.Kastelic

a. Sava Kranj (ryre factory},
b. Case of domesric franchise system: Merkur (trading company),
c. Intertrade.  (Presenzations and discussion)

15.30 - 15.45 Coffee Break
15.45 - 16.15 Franchising as a form of entreprencurship development in Hungary - A. Tibor

Franchising in Hungary - a snapshor;

The franchise marker: legal and economic condirions, rhe financial side, infrastrucrure.
The players: franchisors, franchisees (the real and would-be);

The direction and the pace of development;

The special roie of the Hungarian franchise association. (Presenzation and discussion)

PRANOSTR

16.15 - 16.45 Hungarian Cases of Franchising. I Swucs,-J. Telkes and G. Bognar

a. Developing Local Franchise Sysiems: Case of Management Recruitment Firm - l. Szucs.
The success story of a Hungarian recruitmer: firm, possibilities of transferring
recruitment and human resources know-how to other CEE countries;

b. Excellence in consulting: a semi - franchise srructure to achieve high qualtry
managemenr consulting stronger in their markering potential. Case of the nerwork
"Excellence group”. (Preseniarion and discussion)

16.45 - 17.15 Franchising in Croatia, D. Mlikotin-Tomi¢

Experience, practice, theory, cases, legal frame, problems.(Presemiation and

discussion)

19.00...... . Receprion ar the Hotel Lev, Panorama Resiaurans



Tuesday June 15, Morning

9.00- 10.15 Round table headed by a group of resource persons: Differences in franchising
in Western Europe, North America and in Newly Industrialised Countries:

- legal framework, franchising conrract, franchisee - francluser relationship, franchising-like
arrangemenss, cloning of foreign franchise systems.

A group of resource persons and resource participanis will be invited to form a panel group
ar the fronr table. Each of rhem will present a short siarement on the topic and larer other
participarss will interacr with them in a facilitated plenary discussion.

10.15 - 10.30 Coffee Break

10.30 - 11.15 Case of Poland, J. Pijanowska, M.Z.Zandarowski

1. Franchising as a Step to Market Economy in Poland: Historical Qutline;

a. Legal aspects and explanarion of basic terms related ro franchising, adapiation 1o the
EEC regularion,

b. The examples of PEWEX and RUCH rransformarion with privatisation ;

c. Problems and difficulties of Polish enterprises acting according (o franchising in a

pertod of economic transition.
2. Franchising and Small Business Sector in Poland

The role of small business and Polish realirty of 90°s;

Franchising cooperanon berween Western capital and small Polish entrepreneurs,
Franchising as an exporr opportuniry for private firms: the case of A. Blikle bakery,
Prospects/limits of franchising cooperation beiween western capital and Polish firms.
(Preseniarions and discussion)

AN SR

11.15 - 11.45 The Bulgarian Experience in Franchising Business - N. Lukov, S.T.Petrova

a. Implementation of franchising agreemenirs in the public and privare secrors: limits and
possibilities for the implementation of franchising as a privatisarion technique under the
Bulgarian privarisarion law and related regulations;

b. Needs and possible areas for the implementanon of franchising systems in Bulgana;

c. Franchising and development of small and medium sized enterprises afier privansarion
process has been complered. (Preserrations and discussion)

11.45-12.15 Entrepreneurship & Franchising in Rumania - C.A.Zbarciog-Faciu,I. Dumitriu -

a. Current sttuation with franchising in Rumania;

b. Legal framework,

c. Foreign invesrment in Rumania Dec.90 - Apr. 93: provenance of invesmmen:, the
commercial companies with foreign invesment,

d. Impeding and impelling forces for franchising;

4
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f

Franchising and franchising-similar systems in Rumania - cases: classical franchising;
conrract, original implementarion of franchising systems In the transicion perind,;
Possibilities and expeciarions in this business field,

12.15 - 13.00 Experience of other countries: Albania, Macedonia, Czeck Republic, erc.

13.00 - 14.30 Lunch Break

I4.30 - 15.15 Topic requested by participants, using the presence of resource participants:

some alternarives:

- Quistanding cases of franchising,

- Minimart case, Singapore,

- Internarional offers,

- Cases of export franchises from CEE countries -

15.15 - 16.30 Group work (Groups A, B, C}

A

&

O ARDSTRBE W

RO 6

Why Western or Far East franchise systems come to CEE countries. List the reasons
and analvse them (moderator/rapporteur...):

why and who has come,
why rhey would come,
why they have nor or would nor come.

Domestic Franchise Systems (moderator/rapporteur...}):

possible forms,

advanrages,

shortcomings,

legal and macroeconomic issues ro be resolved,
export perspectives of domestic franchise systems.

National franchise strategies

policy issues,

legal and macroeconomic 1ssues,
sector specific issues,

other issues,

16.30 - 16.45 Coffee Break

16.45 - 17.30 Review and discussion of the results of group work

Evening free

N



Wednesday June 16, Morning

9.00 - 10.30 Group Work: Experience, Requirements and Prospects for Successful

- Development of Franchising in Transitional Economies

Group A
d. legal, economic policy framework;
b. development of new domestic and impored franchising projects;
c. prospecrive sectors for franchising,
d. recruirment of franchisees - parmers in transitional environments
e. financing of franchise development and operation.
Group B
a. economic, social and other developmenr and spill-over effects of franchising:
0 consumer benefits: availabiliry, quality and price etc.;
o production and service qualiry standards, transfer of know-how, technical and
managenal skill and knowledge, enhanced productiviry;
0 direct and indirect effects on employmenr generation;
0 marker idennificarion and development, enrepreneurship development,
b. entrepreneurship development and franchising in CEE countnies: risk taking,
C. Support svstems for promotion and development of franchising business.

Formulation of brief recommendations in groups and presentation of the recommendarions:

10.30 - 10.45 Break

10.45 - 11.15 Presentation and discussion of recommendations

11.15 - 11.30 Referral service and clearing house arrangements at ICPE

11.30 - 11.45 Valedictory, closing of the seminar

...... Departure 10 the Lake Bled and lunch



International Franchising:
The Central and Eastern European Experience

by
Philip F. Zeidman!
Introduction

In 1955, the United States had two hamburger operations, one which was called
McDonald’s and the other White Castle. The latter was by far the better known.
Between 1955 and 1985, White Castle grew through its own internal resources from 27
outlets to 167. McDonald’s, which chose the franchise route, went from 1 unit tc 8,278
units and became one of the most spectacular business successes in modern times.

Of course, this is an extreme example, and a broad range of factors contributed
to the success of McDonald’s. But it illustrates the undeniable fact that franchising
permits businesses to grow much more rapidly than any other method of distribution.
The relatively brief history of contemporary franchising, which dates, in general, from
the years immediately following World War II, supports the conclusion reached by one
U.S. futurist, who described franchising as "the most successful marketing concept ever
created.” ;

_ Franchising is a powerful vehicle for the marketing and distribution of goods and
services. In the past 50 years, "business format" franchising has come: to be the
predominant type of franchising in the United States and in the more than 80 countres
to which franchising has expanded.

In business format franchising, the originator of the business system - the
franchisor - provides to the person who invests in the system - the franchisee - a complete
business plan and assistance that includes training, know-how, the use of the system’s
trademark and signs, operations manuals, a standard architectural identity and adverusing
and marketing support.

I Mr. Zeidman is a Founding Principal of Brownstein Zeidman and Lore.
Washington, D.C., and of EastEuropeLaw, Ltd., Budapest. He is General
Counsel of the International Franchise Association and Special Counsel to the
Japan Franchise Association. Recognized worldwide as an expert in antitrust and
franchise law, for over 25 years he has focused his practice on franchising. both
domestic and international.



Franchising, then, is composed of three elements:
the franchisor the system the franchisee

The franchisor owns the trade name in the system; the system can expand rapidly
because of the investment by the franchisees. The franchisee is the businessperson or
investor who purchases, in effect, a prepackaged business concept that is operated under
contract with the franchisor. The contract is the franchise agreement.

Franchising thus represents an alternative to the other channels of distribution
available to a seller of goods and services: sale through his own, company-owned
outlets; and sale to independent, unaffiliated retailers for resale.

Within the franchise concept a number of advantages accrue to franchisor and
franchisee:

To the franchisor: ease of capital formation, through the initial investment by the
franchisee; incremental income, usually in the form of royalty payments; relatively rapid
expansion of the network; and a more motivated group of retail distributors.

To the franchisee: a degree of entrepreneurial autonomy; a proven concept, often
with widespread recognition; and extensive training and ongoing supervision. Because
each unit is held to a similar level of quality, there is an additional benefit to every
member of the system.

This rather simple set of factors has had a dramatic impact on the economy in
countries where franchising has developed. Consider the United States:

. Over one-third of all retailing is franchise-related.

* It is estimated that a new franchise opens every 17 minutes.

e  There are approximately 3,000 franchise companies in the U.S., doing
business in 60 different business sectors - much more than just fast food -

with an estimated 521,215 outlets.

. Franchise sales in 1992 totaled $758 billion dollars U.S., accounting for
just over one-third of all U.S. retail sales.



One out of seven persons in the U.S. work force either operates a franchise
or works in one, according to The New York Times.

The most conservative statistics show that the rate of success for a new
franchisee during the first five years of doing business is at a minimum
twice that of an independently owned small business. Some estimates are
that the difference is closer to ten times.

That greatly increased likelihood of success explains why banks and other
financial institutions favor loans to and investments in franchise companies.

Despite the renown of franchising’s major companies, over half the U.S.
membership of the International Franchise Association can be characterized
as small businesses.

Over the last 25 years, franchising has developed in two directions, directions that
are closely intertwined but not mirror images of each other: (1) domestic, i.e., U.S.
franchising and (2) the growth and reach of franchising into dozens of international

markets.

First, franchising has continued to grow, expand and change domestically, within
the United States. What do "grow, expand, change” mean in this context?

Although the public perception of franchising is tied to fast-food and a half-
dozen well-known symbols, franchising encompasses over 60 business
sectors, from automotive services to health and education systems tc
business services and home care.

Franchising systems, which traditionally opened one by one, established
units throughout a local market, then a state or a region to become,
ultimately, a national chain, today expand both more rapidly and in
different ways.

Today many markets are saturated, with the result that franchise companies
are seeking sites and locations they had previously bypassed or overlooked
(and often "down-scaling" the standard unit to take advantage of these
opportunities) --



- More modest urban or inner city locations; the use of drive-in or
drive-throughs; smaller strip malls; military bases; school and
hospital foodservice. :

-- A franchisor or a well-financed master licensee may expand a chain
by a hundred or more units at one time by the purchase and
conversion of some or all of the units of a less successful system.

Franchising maintains its dominance. In most successful systems the franchised
outlets far outnumber those that are company-owned. But change permeates franchising:

1. There is a new type of franchisee, frequently a successful and
experienced businessperson, who is rapidly supplanting the original “Mom ’n’ Pop”
investors.

2. There are new forms of doing business: joint ventures, area
development agreements, subfranchising.

International Franchising

Over 20 years ago, the first U.S. franchisors looked abroad--initially to Canada
and to Japan. Today most large U.S. systems have followed those international pioneers
overseas. Many mid-sized companies are doing the same, and with the level of market
saturation and price competition we now see in the U.S., almost every franchise
company--not just U.S. based--is evaluating the overseas markets. A handful of non-U.S.
companies are even testing the water in the highly regulated, complex and costly U.S.
market. -

Today franchising is well established in most developed countries and has at least
a foothold in many less developed countries:

¢ Where change has wiped out command-type governments and new
governments are encouraging entrepreneurialism: Hungary; Poland;
Czechoslovakia.

. Where changes in the laws and regulations affecting franchising open new

opportunities for franchising: Mexico.



. Where healthier economies have made U.S. companies more responsive and
investors are capable of acting as joint venturers or master licensees: South
Korea; Malaysia; Taiwan.

. Where franchising is seen as an agent for social change: South Africa.

. Where we are seeing the governments of countries not yet involved in
franchising requesting information and/or studies of the potential for
franchising in their countries: India; certain of the Newly Independent
‘States outside of Russia. )

Adapting the U.S. Franchise System to Other Markets

In many respects the differences between franchising in the U.S. and in the
developed markets of Western Europe have to do with differences in the size of the
market itself. But even taking into account the disparities in physical size, no country in
Western Europe exhibits the diversity or proliferation of any system equal to that in the
U.S. On the other hand, almost every country in the region has at least a handful of
indigenous franchisors as well as the standard U.S. imports, and in some countries
development is well advanced.

Most observers agree that successful systems often have to fine-tune their
operations to enhance system attractiveness to a non-U.S. culture. As two U.S.
academics have written:

Even simple modification to a franchise concept can
significantly increase costs. One of the major strengths of
franchising is the uniformity of the system. Monitoring costs
are minimized because standards are constant. This allows
data to be collected from the various outlets and compared
with system averages. Deviations signal implementation
variance. When the concept must be changed to comply with
local tastes, these standards no longer apply and monitoring
becomes customized for each market, with a commensurate
increase in cost.2

2 Kaufmann, Patrick and Leibenstein, Harvey, "International Business forrqat
Franchising and Retail Entrepreneurship”, Reprint Series, Harvard Untversity
Graduate School of Business Administration, 1989.
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The Choice of a Partner

In Europe and in every market outside the U.S., for reasons that should be
apparent, the choice of a partner is the most difficult and critical decision a franchisor
must make. The brief comments that follow apply to each and every couniry under
discussion, and to every franchise system, whatever its origin or size.

As one franchise expert has said, "It’s axiomatic that the most important decision
a franchisor can make is the choice of his pa.i'tncr.“ This is true at home and abroad, and
it may well be the difference between success and failure of the relationship. What do
franchisors seek in their foreign partners? In general, American franchisors look for the
following in their master licensees:

. knowledge of the target market for expansion;

. familiarity with lacal laws and regulations and, for some franchises, real-
estate opportunities;

. contacts with potential suppliers and/or customers;
* language capabilities to avoid cultural barriers; and
o the willingness to accept guidance from the franchisor.

In addition, the master licensee must have the financial wherewithal to market and
sell franchises locaily and support the franchisees, who in turn typically pay a fee and an
ongoing royalty. The master licensee usually shares a small percentage of the royalty
with the original franchisor, who continues to provide support to the foreign partner.

The Franchise Experience in Eastern Europe

The overriding points to make about franchising in Eastern Europe are (a) the
somewhat surprising fact that it exists at all, (b) .that it is growing and (¢) that,
remarkably, it emerged as early as it did. (In fact, McDonald’s, Alphagraphics and
Baskin-Robbins opened in Moscow well in advance of the region’s political and social
changes; and have been joined by other systems since that time.)

- The huge, global franchisors with an enormous stake in international franchising
took advantage of the new markets almost immediately.

-6-



The West German McDonald’s operation, a subsidiary of McDonald’s Canada,
developed units in Leipzig, in the East, with plans for about 19 additional units by 1995.
The company opened in Budapest in 1988 through a joint venture with Babolna, an
agricultural group; and McDonald’s was one of the first franchisors to open units in cities
in Hungary beside Budapest. In March 1992 the chain opened in Prague.

Burger King has also made a strong showing in Eastern Europe, doing business
in the former East Germany, in the Czech Republic, in Hungary—in a joint venture with
Pannonia, the largest hotel/restaurant chain in Hungary--and in Poland. Pizza Hut opened
in Hungary in 1992, operating as Pizza Systems. MicroAge, a computer franchise, and
Alphagraphics, as well as Pizza Hut and McDonald's, opened, to considerable fanfare,
in Moscow, prior to the shift to a market economy.>

The second-tier companies, with a few exceptions, have held back, assessing the
situation but uncertain about the immediate environmeént. Certainly obstacles
abound...but we are daily seeing evidence of interest by smaller franchisors.

For several, interrelated reasons, it has been the major U.S. foodservice companies
that opened the market. Foodservice traditionally has been the cutting edge of
franchising. Those are the companies that have the greatest international experience, in
terms of years, number of units, numbers of countries. They are most able to bankroll
such investments, attract the best investors (with names recognized world-wide and an
equally recognized record of success), assume the risk and afford whatever wait is
required - within reason - for the new market to return a profit. (Most franchise-watchers
know the lengths to which McDonald’s will go once it has decided to enter a market --
instructing, for instance, farmers on how to grow the russet potatoes required for its
french fries.) :

What can we say to date about franchising in Central and Eastern Europe? In
general, the pace of franchising varies from country to country. While the original
economic studies ranked Poland and Hungary' as odds-on favorites, with Czechoslovakia
Jjust behind and the USSR almost out of the running, the current picture 1s somewhat
different. Political problems in particular have slowed Poland’s changeover to a free
market and made investment, in franchising or otherwise, complex and slow. There has
been some franchise activity in Poland, of course; and more is surely on the way, but the

3 See, generally, Tyler, "International Franchising as a Marketing Mechanism for
Entry into Eastern Europe,” 1992, unpublished.
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Czech Republic is now roughly on a par with Poland in terms of consideration for
franchise investment. There is some interest in the former East Germany (with West
German franchisors, of course, very active); and even some in the NIS. But of all the
former Eastern Bloc countries, Hungary is currently the most attractive for foreign
franchisors. For a number of reasons, a closer look at franchising in Hungary may serve
as 4 basis for what we can expect elsewhere in the region.

Franchising in Hungary

First, a quick summary;

U.S. Franchisors Doing Business in Hungary'

Alphagraphic Hiiton, Inter-Continental, Hyatt Marriott
Avis, Budger and other International Dairy Queen
car rental companies Kentucky Fried Chicken
Burger King McDonald’s
Ceiling Doctor MicroAge
Computerland Pizza Hut
Dunkin' Doput

*Source: Hungarian Franchise Association

In addition to the well-known Western franchisors entering the Hungarian market,
indigenous franchisors are also beginning to spring up. For example, City Grill, a local
"fast food" restaurant chain, is in the process of selling franchises to local investors.
Intellrobot, a private Hungarian company that imports computers and electronics from
Taiwan, received over 300 applications for franchises, mainly from private shop owners.
The recent Second Hungarian Franchise Exposition attracted both more exhibitors and
more prospective franchisees than the first effort.

The” Hungarian government has expressed an interest in the applicability of
franchising for privatization and the restructuring of certain state-owned enterprises. The
State Property Agency has suggested, in various bid proposal materials, that prospective
purchasers may wish to consider franchise methods in restructuring these companies.
(For a more detailed discussion, see "Franchising and Privatzation", below.}

Franchising in Central and.Eastern Europe: Advantages, Disadvantages

It is difficult to contrast the status of franchising in the countries of Central and
Eastern Europe as opposed to that in the so-called developing countries. If one measures
progress by numbers alone, or units planned by 1995, the regional totals in Central and

-8 -
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Eastern Europe may equal those in slower moving markets or less developed countries,
even where franchising has a longer history.

Consider, for example, Latin America. Some nations are characterized as LDC’s,
some as developed economies. A number of companies have been active there for quite
a few years, principally in Brazil and Argentina. For a range of reasons too complex to
discuss in a paper of this length, franchising has expanded slowly, particularly outside
these two countries, Until a few years ago only Brazil had established an active national
franchise association. By contrast, a parallel development occurred in Hungary within
two years of the change in government, and by June 1993 the Hungarian Franchise
Association had 30 members; in a country where franchising had barely a foothold five
years ago, this is a notable achievement.

My own view is that franchising’s development has been accelerated in Eastern
Europe over the last three years by the pent-up demand for all types of consumer goods.
The relatively high prices for franchised products, economic and political uncertainty, and
modest or minimal discretionary income may be comparable between Eastern Europe and
the LDC’s. The sharp challenge of change, however, stimulated the expansion of
franchising into Central and Eastern Europe. The slower pace of change in countries
throughout Africa and much of Latin America remains a barrier to the exuberant
expansion that has characterized the history of franchising over the last 50 years.

In Eastern Europe, however, there are some special reasons which seem to me to
augur well for the future of franchising. Certainly it must be a pleasure for consumers
to have access to those long-absent icons of the West—jeans and hamburgers, fried
chicken and pizza. But the chain stores offer something more than the satisfaction of a
long-denied consumerism. Franchising and other service businesses per se bring longer-
term, more substantial benefits to these new markets. Experience has shown that
franchising is:

. A significant generator of employment;

. A relatively simple vehicle to attract foreign investment at a lower risk in
a difficult market;

® A spur to rapid expansion;

. A speedy, low-cost method to transfer know-how, technology, training and
management skills;
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A complete system of doing business that is immediately available to master
licensees and their franchisees; |

A vehicle that joins new franchises, such as a privatized hotel system, to
similar systems worldwide, bringing the benéfits and improvements made
throughout a system to the newly privatized company.

Obstacles to Success

The major hurdles companies have to overcome to establish franchises in Eastern
Europe, in my experience, are the following:

Finding an appropriate partner. This may be the most critical--and the
most difficult—task. The Communist system discouraged personal qualities
essential to making a franchise work. Finding an appropriate partner with
capital is even harder. This shortcoming explains the somewhat more
common use of a joint venture structure for franchises (as opposed to direct
franchises granted to independent owners), which involves the franchisor’s
financial participation, at least at the outset.

Working with the present distribution system. I have not found distribution
to be as severe a problem as many people think; inefficiencies will
ultimately be corrected. The problem is that we are typically dealing with
a Zprimitive’ system, not a historically protective one such as Japan’s.

Securing clear title to real estate. It is important that property rights are
ensured, espectally when foreign franchisors finance or provide security for
purchases or leases. For many investors the key question is, "How do [
know that the person I'm buying the property from really owns it?" In
many East European countries investors are already able to obtain clear title
to property--or they soon will be as deadlines pass for other claims to be
asserted. In addition, laws are being passed permitting foreign ownership

of property.

Converting currency and repatriating profits. These obstacles to
investment are likely to impede foreign franchisors in the near term as
countries make varying degrees of progress in removing them. In the
meantime, franchisors should examine each country individually and, if
possible, consider countertrade arrangements. Some companies are looking
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only at new locations where they can sell for hard currency. In most
instances, however, I believe this is a temporary problem.

. Guarding intellectual property. Protecting trademarks, trade names,
copyrights, patents and know-how is crucial to a franchise system. Most
of the countries 'in Eastern Europe are signatories to the principal
international intellectual property agreements, but they do not typically have
well-established systems for enforcing intellectual property rights, including
judicial remedies for infringement. Thus, at this point there remains an
uncomfortable air of uncertainty about what will happen when infringement
cases reach the courts.

. Financing the operation. Lack of capital is one of the most serious
problems foreign investors face. Borrowing from local banks and other
institutions isn’t practical, as local interest rates are in a range beyond the
consideration of those accustomed to interest rates in the U.S. and in other
developed countries. The overall situation will certainly improve as more
commercial banks from such countries as Germany and the Netherlands
expand further in Eastern Europe.

Governmental Assistance t9 Franchising in Eastern Europe

Another recent development is the participation of various international

organizations in the financing of franchise operations. These include the European Bank
for Reconstruction and Development, as well as such entities as the Hungarian-American
Enterprise Fund (established specifically to make loans to small businesses in Hungary)
and similar organizations in Poland and the Czech Republic and elsewhere. The recemt
entrance of significant funding from such organizations as PHARE® and from Japan, has
the potential of dramatically increasing sources of capital for franchise expansion.

From the U.S. perspective, the appearance of U.S. franchise companies represents
one very direct form of assistance to the Eastern European economy. It is supplemented
in various ways by more formal government-to-government assistance, with the major
role being played by the U.S. Agency for International Development ("A.I.D.")

4 The European Community’s economic and technological assistance to the
former USSR and COMECON countries.
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Whatever the size of a company--from a techno-giant to a retail chain with a
handful of units—credit is critical. Recognizing this, A.I.D. initially developed several
approaches to assist in this area. But to date, despite considerable effort, the A.1.D.
credit programs have fallen short of their goals and are on hold for the present. The
principal effort, to give just one instance, was a range of guarantee programs under a
Private Sector Program authorized by the U.S. Congress in 1983. Although there is no
new program activity, A.I.D. still manages a portfolio of loan guarantees implemented
earlier; one of these was to a U.S. franchisor.

Some success may result from a short-term effort to address the credit barrier.
Late in 1992, A.1.D. sponsored a sophisticated training seminar for Hungarian bankers.
At that meeting, 30 bankers representing 10 Hungarian banks were exposed to an
intensive immersion in credit practices. The willingness of bankers to fund new
entrepreneurs, including both franchisors and franchisees, could be an important spur to
a credit economy.

In a similar vein, A.L.D. recently provided a grant to EastEuropelaw, Ltd.,
Budapest (& consortium of U.S. and British firms committed to the development of
franchising in Central and Eastern Europe) to promote franchising in Hungary. The grant
represents the first time any governmental agency in the United States has funded a
program supporting franchising—in the U.S. or elsewhere. It is a signal of A.I.D.’s
understanding that franchising has particular strengths it can offer to Hungary and other
economies in the region: that franchising can be a tool both for the development of
indigenous Hungarian companies, the expansion of their businesses and for the
privatization of state-owned enterprises through franchising.

The venture has three principal goals:

1. To improve the understanding of franchising by governmental and business
interests in Hungary, to assist in the development of locally-based franchising and to
show the advantages franchising can bring to the small business sector and to
privatization.

2.  To communicate information about the Hungarian market for franchising
throughout the U.S. franchise community and to interest specific U.S. franchise

companies in expansion into the Hungarian market.

3. To broaden the understanding by U.S. and Hungarian financial institutions
of the opportunities available in financing investment in franchising in Hungary.

S12-



Activities under the A.I.D. grant thus represented an inverted triangle: at the top
a broad outreach to business and government to educate those sectors about franchising
and its benefits to changing and developing economies; at its narrowest point, individual
meetings between U.S. franchisors and Hungarian business-persons to effect completed
transactions. :

Meetings co-sponsored by two important Hungarian banks were important elements
of the initial, broad-based effort. A parallel effort to underscore the potential of the
Hungarian market for U.S. franchisors included a presentation, "Franchising in
Hungary," by the Secretary General of the Hungarian Franchise Association at the 1993
national convention of the International Franchise Association. In April 1993 the
Hungarian Franchise Association extended this effort through its participation in the
second annual International Franchise Exposition in Washington.

As the triangle narrows, a final set of activities is taking place. From March
through early June 1993, the members of EEL carrying out the grant program focused
their energies on a unique event to be held in Budapest June 21. The all-day meeting
between U.S. franchisors (some 10 major and mid-sized companies) and" prospective
Hungarian investors will be an unusual opportunity for all parties to meet on a one-to-one
basis with, hopefully, the outcome a number of completed transactions over the coming
months. By then it should be possible to evaluate how closely the goals for the A.LD.
project have been met—and whether their impact in Hungary would support the project’s
replication in Czechoslovakia or in Poland or even the NIS.

Franchising and Privatization

Privatization today, very much like franchising, is a world-wide phenomenon, in
countries as disparate and distant as Brazil and Malaysia, Hungary and the Philippines.
What we are beginning to see is an understanding, in a number of countries, of the ways
franchising strengthens and complements privatization.

The data is still preliminary. For example, the franchising of health clinics and
the telephone system is in progress in Brazil. The largest and most publicized
developments are taking place in Great Britain, where there are blueprints to privatize and
franchise elements of the postal service, and plans are well along--and vigorously being
debated--to franchise the railroads.

A close analysis of franchising reveals that many of its particular strengths address
the objectives (or difficulties) of privatization.

- 13 -
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Privatization, standing alone, does not:

L. Solve increased or excessive unemployment or underemployment.

2. Increase the number of new businesses.

3. Increase the number of small Husinesscs or spur or train small-to-mid-sized
entrepreneurs.

4, Guarantee the provision of basic management skills and training needed in

particular by mid-level managers.5

3. Improve the quality, appearance, efficiency or profit of the privatized entity,
whether factory, restaurant or hotel.

6. Create private enterprises able to provide goods and services in quantity and
quality adequate to meet local needs.

7. Overcome the potential for stagnation or "gridlock," due to the enormity of
the task.

8. Address the worker’s need for ownership.

9. Transcend entrenched interests (often perceived to be receiving a greater
share of the economic good than others).

10.  Address the perception of foreign capital as an outside force that can
increase nationalist sentiment, further slowing the pace of private market growth.

II.  Create a growing, increasingly prosperous economy that can compete in
international markets.

3 Every study of developing and changing economies, particularly in Central and
Eastern Europe and the NIS, pinpoints the absence of trained middle managers
as a critical lack in the move toward a market economy.
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But franchising by its inherent characteristics can respond to the tensions inherent
in privatization: ’

While encouraging the independent ownership of small businesses, franchising
provides privately-owned and centrally-controlled support systems. [t simultaneously
offers the advantages of both system-wide support and independent ownership: the
franchisor provides the central control and support, while the franchisee benefits from
ownership of the franchise unit and the entrepreneurial experience.

Franchising encourages the growth of small businesses and increases their
prospects for survival by providing the franchisee with training, shared marketing plans,
purchasing, and other services. By creating a privately-owned distribution network,
franchising surmounts the inefficient distribution typical of state-owned enterprises.

Privatization by means of franchising reduces the need for the relatively large
amounts of investment that are typically required for the purchase of most state-owned
enterprises. By creating a chain of independently-owned businesses, franchising
decreases the total investment costs for any one investor. These smaller business units
are more affordable to such investors, who could include former employees and
managers. The conversion of existing enterprises into a franchise network, in addition,
may maintain existing state-owned businesses, thereby minimizing additional
unemployment. Furthermore, the rapidity with which small businesses may be added or
converted to a franchise network (the multiplier effect) facilitates the .process of
. privatization.

Conclusion

Two paths, complementary but not entirely parallel, then, seem to represent the
directions franchising might take over the next decade. First, and most evident in part
because of its familiarity, will be the expansion of international business format
franchising, as in the past, with the major and mid-sized chains as well as new young
companies entering established markets--like Japan and Australia--and less expectable
ones such as Poland or Latvia. (Whether or not we are achieving--or even close to
achieving—a global market that encompasses securitization as well as technology transfer,
we are certainly experiencing the internationalization of retailing, which encompasses
franchising.) As a corollary to this development, in the best of circumstances we will see
healthy competition for U.S. franchisors from a growing set of franchisors indigenous to
the newer markets.
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The second direction franchising could take in Eastern Europe and in a dozen other
countri€s around the world is in applying its structure and its procedures, its strengths and
its systems, to privatization. It is far too soon to be certain how successful franchise
experts will be in explaining this prospect to governments. It is a prospect that carries
with it a promising expansion of the definition of franchising to encompass, essentiaily,
the franchising of government services. Should that occur over the next decade, we could

see, in Central and Eastern Europe and in other developing or changing economies, a -

new dimension of international franchising that could contribute to and strengthen the
public and the private sector alike.
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Toéth Attila
igazgatohelyettes

Allami Vagyoniigynokség
Budapest

Washington, D.C., 1993.5.10

Tisztelt Téth Ur!

Mair néhiny hdnapja annak, hogy taldlkoztam a Vagyoniigynckség képviselbivel és a
PRIMAN csoport tagjaival. Mindkét taldlkozd igen tanuisdgos volt szimomra, s remélem
valamennyi résztvevd szimira. Bizonyosan On is egyetért velem, hogy a privatizicidban a
franchise nyijtotta lehetGségek feltdrisdra tett kezdeti erdfeszitések nem fulladhatmak kudarcba
a tétlenség miatt.

Ez okbdl szeretmém tdjékoztatni armdl a tevékenységrol, melyet mi folytatunk a
Nemzetkdz Fejlesztési Ugyndkséggel (AID) megkdtdtt szerzddésiink keretében, s felvazolndm,
milyen feladatot vallalhatna a Vagyoniigynkség magara. Szives tdjékoztatisdra kdzlom, hogy
mdjus 12-14, valamint jinius 17-21 kdz5tt Budapesten tartézkodom. Nagy 6romdmre szolgdlna,
ha valamelyik, illetve mindkét alkalommal talélkozhatnék Onnel, amennyiben On is hasznosnak
tartja. . ’

Mijusban a Magyar Franchise Kidllitist latogatom meg Budapesten. Jiniusban, mikor
visszatérek, 21-€n egy egynapos taldlkozot tartunk, amely betetdzése az AID dltal tamogatort
projektjeink sordnak. E taldlkozd célja, hogy dsszehozza az amerikai franchise dtadokat magyar
befektetdkkel, akik mester-franchise, illetve néhdny esetben egyedi franchise jogok megvétele
irant érdeklodnek. A legkivalobb amerikai franchise &taddkbol alld delegdcio lesz velink
jiniusban. (Levelemhez csatoltam egy listit, amely rovid leirdst ad réluk.)
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Két kiilonbozo lehetdség képzelhetd el:

Elészor is vgy tinik szdmornra, hogy a Vagyoniigynckségnek elénye szirmazhat abbdl,
ha tajékoztatja a még dllami tulajdonban levd, megfelelé véllalatokat a junius 21-i taldlkozdrdl.
(Példdul azokat, amelyek az amerikai franchise dtaddk iizletagéban tevékenykednek, illetve
azokat, amelyek altalaban a legalka]masabba]mak tekinthetdk a franchise-ra.) Lehetnek igen
kivald cégek, amelyek eljonnének a talalkozom és én hiszek abban, hogy az Ondk javaslata sokat
nyomna a latban.

Misodszor a privatizdcid folyamata felgyorsulhatna azaltal, hogy a PRIMAN tanacsaddk
tdjékoztathatnak ugyfelelket a juniusi taldlkozd nyujtotta lehetosegekml s az érdeklodoket
meghivhatnik erre az eseményre. Ahogy a januari taldlkozdnk is feltdrta, a franchise szdmos
villalat szamadra jelenthet technikai megoldast.

Amennyiben részletesebben kivén e témdrdl beszélgetni, feltétleniil szakitok idét, hogy
taldlkozzam Onnel majusban. Ordmmel bocsitok akkor rendelkezésére tovdbbi anyagokat a
franchise-rdl és a privatizdciordl, ez hasznos dttekintést adhat mindkét vallalatcsoportnak, akiket
meg lehetne hivni a jinjus 21-i taldlkozdra. Emellett budapesti irodinkban Kovacs Tamis
barmikor készséggel all rendelkezésére ez ligybern.

Erdeklddéssel virom mieldbbi valaszat, kiilons tekintettel arra a jovObeli lehetségre
vonatkozdan, hogy vallalatesoportokkal taldlkozhassunk a Vagyoniigynokségnél, és hogy a jiniusi
taldlkozén Ondk sltal szervezett vallalatokat is idvdzolhessiink. E napnak a célja bizonyos
mértékig a “parkeresés” amerikai franchise dtadok és magyar vallalatok, illetve befektetdk kdzott.
Remélem, az Allami VagyoniigynSkség csatlakozik hozzdnk ebben az egyediilallé vdllalkozisban.

Szivélyes udvozlettel,

Philip F. Zeidman

Melléklet!

cc:  Dr.Csepi Lajos
Kovéacs Tamas



A legjelentésebb amerikai franchise dtadék
taldlkozdja magyar befektetGkkel
junius 21-én, Budapesten

Amerikai franchise rendszerek képviselGibdl 4116 csoport ldtogat Budapestre jinius 21-
én, hogy taldlkozzon esetleges magyar dtvevdivel, akik amerikai 4ruk, szolgdltatdsok
magyarorszdgi franchise jogainak megszerzése irdnt érdeklGdnek. Ez lesz a legnagyobb amerika
franchise delegicié, amely valaha is Kdzép-Eurdpdba latogatott,

Az egy napos taldlkozd a csicspontja annak a kiienc honapos projektnek, amelyet az
Amerikai Nemzetkdzi Fejlesztési Ugyndkség (USAID) és az EastEurope Law, a nemzetkdzi
franchise-ra specializdlédott, budapesti székhelyfl nemzetkdzi cég szponzordl. A projekt célia a
franchise bevezetése Magyarorszdgon; abban a biztos hitben, hogy a franchise, amely szerte a
viligon sorra donti a sikerrekordokat, a magyarok. szdmdra is éppily vonzé lehetdség lesz.

Az el6zd taldlkozok, melyeket bankok és egyéb csoportok is szponzordltak, azoknak
a magyar vdllalkozdknak, vallalkozdsoknak és privatizdlandé vdllalatoknak a kivdlasztisdt
céloztdk, amelyek alkalmasak lennének franchise dtvevoknek vagy mesterlicenc-dtvevikaek.
Szdmos vdllalat mdr kivdlasztdsra keriilt, de a rendelkezésre allé idS és hely korldtai kozott
tovdbbi érdekl6dd vdllalatok is taldlkozhatnak egy vagy akir tdbb amerikai franchise dtaddval.

Az amerikai franchise dtaddk:

Arby’s...Vezetd amerikai franchise rendszergazda, amely gyorsétkeztetd hdlézatdban
marhasiiltet és kiilénféle szendvics specialitdsokat kindl. Franchise rendszere sikerrel
mikodik Kanaddban, Mexikéban, a Bahamdkon, Hollandidban, Hong-Kongban,
Kindban, Kuvaitban, az Egyesilt Arab Emirdtusokban, Curacoban, a Fiilop-
szigeteken, Puerto Ricoban, Thaif¢ldon, Torokorszdgban, az Egyesiilt Kirdlysdgban
¢és Brazilidban.

Baskin-Robbins...A fagylalt és yoghurt-fagylalt legnagyobb franchise 4taddja a
vildgon...Az legrégibb franchise rendszerek kozé tartozik, 1948 6ta mikodik... Tobb,
mint: 3400 franchise dtvevGje van vildgszerte, Memphis-t§l Moszkvdig.



Fast Frame...Egy Gj szolgdltatdsi koncepcid az otthonukat szépitSknek... 1987 éta
milkddik... 168 franchise izletbdl 4ilé hélézata sikerrel kindlja képkeretezési
szolgdltatdsait Amerikdban...Rendszerét Eurépaban, Mexikdban és Uj-Zélandon is
szeretné elterjeszteni.

Future Kids...Gyorsan névekvs szdmitégépes oktatdsi rendszer... Tiz év alatt 100
lizletbdl 4116 hdldzata alakult ki...Szolgéltatdsait elsdsorban 5-13 éves gyermekeknek
ajdnlja privit oktatdsi kozpontok formdjdban.

I Can’t Belive It’s Yoghurt...Tbb, mint 400 franchise iizletbsl 4116 yoghurt-
fagylalt hdlézat...A vildgon mindeniitt taldikozhatunk a jél ismert "ICBY"
roviditéssel... Vildgszerte mikddteti franchise rendszerét.

Rainbow International..Szényeg- és fiiggonyfestést, -tisztitist végez
helyben...Az 1981-ben alapitott cégnek ma kétezren feliili franchise 4tvevdje van a
vildg minden részén...Mester-franchise jogot adott el Franciaorszdgban, Anglidban,
Kanaddban, Guatemaldban, Irorszigban, Szingapurban, - Taivanban és
Ausztrdlidban...Egyedi franchise jogot a Bahamdkon, az Egyesiilt Kirdlysdgban és a
Virgin Szigeteken.

Sir Speedy...Nyomdai szolgiltatdsokra szakosodott, kizirélag franchise formdban
iizemeld Uzletldnc...Négy év dta a legmagasabb értékesitési rdtdval dolgozik az
uzietdgaban., 885 egysége lizemel... Terjeszkedésének célpontjai Dél-Amerika, Eurépa
€s a Csendes-Geedni térség.

Subway Sandwiches & Salads...1974 6ta miikddik franchise formaban...Hét

v 6ta a vildg leggyorsabban ndvekv{ franchise rendszere... Tobb, mint 7000 egysége
dzemel Amerikdban és a vildg 10 mdsik orszdgdban.

Ziebart.. Autétartozékok és autdvédelmi szolgdltatdsok...1962 6ta mikddten
franchise rendszerét...628 egysége uzemel...Erdekelt a tengerentul
terjeszkedésben...Mdr 42 orszdgban vannak kapcsolatai.'



A fentiek mellett még tovabbi franchise cégek csatlakozdsa vdrhaté. Mindazok, akik érdeklddnek
a jlnius 21-én megrendezésre kerilld taldlkozd irdnt, mieldbb vegyék fel a kapcsolatot a -
kovetkezd személyekkKel:

Kovics Tamds
EastEurope Law, Ltd.
East-West Business Center
1088 Budapest
Rikaczi it 1-3.

Pf. 300/25
Telefon: 361-266-4979
Fax: 361-266-6360

vagy

Philip F.Zeidman, Esq.
EastEurope Law, Ltd.
1401 New York Avenue, N.W,
Suite 900
Washington, D.C. 20005
Telefon: 00-1-202-879-5730
Fax: 00-1-879-5773

Valamennyi résztvevd megkapja Podr-Zentai: Franchise, Gt a sikeres véllalkozashoz cima
kdnyvét, a franchise témakdrében megjelent elsé magyar szakkonyvet, valamint a kifejezetten
erre az alkalomra osszedllitott magyar nyelvid franchise szakirodalmat. A részvétel dijtaian.



Franchise K6zép- és Kelet-Eurépdban: Magyarorszdg
Az FastEurcpe Law, Ltd. Franchise Projektje
Az Amerikai Nemzetkozi Fejlesztési Ugynikség (USAID)
Altal Témogatott Projekt

A FRANCHISE ATADO ADATAI

A vdllalat neve:

A franchise tdrgyat képezd iizlet
révid leirdsa:

Alapitds éve:

Midta mikédik franchise formdban:
A vdllalat sajat tulajdoni egységeinek
szdma az USA-ban:

A villalat franchise dtvevdinek szdama
az USA-ban:

Franchise dijak az USA-ban®:

" Indulé franchise dij;

'Folyamatos dij (royalty):

Futurekids, Inc.

Szdmitégépes oktatdsi kdézpontok 3-15
€v kozditi gyermekek szdmdra, hogy
megtanuljdk a szdmitdgépek haszndlatat.

1983

1989

329

25000 US $

360 US $ plusz a brutté forgalom 10%-a

% A franchise dij eltérhet az USA-ban alkalmazott dijakt6l, és orszdgonként kiilénbozd lehet.
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Nemzetkdzi hi

Az elsd Ameril;:én Kviili franchise szerzddés
megkotésének idOpontja:

Mely orszdgokban van franchise-jogi szerzddése:

Osszes Amerikdn kiviili egységének szima:

Milyen formdban ad &t franchise jogot:

Egyedi
Teriileti

Mester-franchise (szub-franchise)

1990

Japdn, Kanada, Mexikd, Brazlia, Chile,
Argentina, Hong Hong, Szingapur,
Ausztrdlia, Irorszdg, Thaifold, Indonézia

66

USA-ban USA-n kiviil
igen nem igen nem

X X



Franchise Kizép- és Kelet-Eurépaban: Magyarorszag
Az EastEurope Law, Ltd. Franchise Projektje
Az Amerikai Nemzetkozi Fejlesztési Ugynokség (USAID)
Altal Tdmogatoft Projekt

A FRANCHISE ATADO ADATAI

A vdllalat neve: Arby’s, Inc.

A franchise tdrgydt képezd izlet

révid leirdsa: Marhasiiltet, csirkét, oridsszendvicseket
és egyéb szendvics specialitdsokat kindl
gyorsétkeztetd hidlézat

Alapitds éve: 1964

Miéta miikédik franchise formdban: 1964

A villalat sajét tulajdond egységeinek

szdma az USA-ban: 270

A vélialat franchise 4tvevdinek szdma :

az USA-ban: 2300

Franchise dfjak az USA-ban®:

Indulé franchise dij: 25000-37000 US S

Folyamatos dij (royalty): 35-4%

4 A franchise dij eltérhet az USA-ban alkalmazott dijaktdl, és orszdgonként killonbdzd lehet.



Nemzetkdzi franchise;

Az els® Amerikdn Kvili franchise szerzodés
megkotésének iddpontja: 1980

Mely orszdgokban van franchise-jogi szerzGdése: USA, Kanada, Egyesiilt Kirdlysdg,
Luxemburg, Hollandia, Kuvait,
Gordgorszdg, Thaifdld, Hong Kong,
Indonézia, Marokkd, Mexiké, Egyesiilt
Arab Emirdtusok, Egyiptom, Szaud-
Ardbia, Torokorszdg, Portugdlia,
Libanon, Bahama Szigetek, Aruba,
Curacao, Brazilia, Chile, Argentina

Osszes Amerikdn kivili egységének szdma: 130

Milyen formdban ad 4t franchise jogot: USA-ban USA-n kivil

igen nem igen nem

Egyedi X i X
Tertlleti X X
Mester-franchise (szub-franchise) X X



Franchise Kozép- és Kelet-Eurdpdban: Magyarorszdg
Az EastEurope Law, Ltd. Franchise Projektje
Az Amerikai Nemzetkozi Fejlesztési Ugynikség (USAID)
Altal T4mogatott Projekt

A FRANCHISE ATADO ADATAI

A vidllalat neve:

A franchise targydt képezd iizlet
rovid leirdsa:

Alapitds éve:

Midta mikadik franchise formdban:

A vdlialat sajdt tulajdoni egységeinek
szama az USA-ban:

A vdllalat franchise dtvevdinek szdma
az USA-ban:

Franchise dijak az USA-ban®:

Indulé franchise dij:

Folyamatos dfj (royalty):

The Barbers/Cost Cutters/City Looks

Komlett, kulcsra kész 8-10 alkalmazottat
foglalkoztaté hajszalon, s az ennek
mikodtetéséhez szitkséges marketing
program, a teljes, folyamatos technikai
€s lzletviteli oktatdssal.

1568

1970

633

19 500 US $

6 %

¢ A franchise dfj eltérhet az USA-ban alkalmazott dijaktdl, és orszdgonként kiilénbozd lehet



Nemzetkézi franchise:

Az elsG Amerikdn kivili franchise szerz6dés
megkotésének idSpontia:

Mely orszdgokban van franchise-jogi szerzddése:

Osszes Amerikdn kivili egységének szdma:

Milyen formdban ad at franchise jogot:

Egyedi
Terileti
Mester-franchise (szub-franchise)

Egyéb fontos informdcié
a magyar franchise dtvevOk szimdra:

1992
Franciaorszdg

2

USA-ban USA-n kdvil

igen nem igen nem

X X
X X
X X

Az dtaddé rugalmas, minden haszngs
javaslatot készséggel megfontol. Szeretne
néhdny 4dllam: fodrdszszalont dtformdlni.

- \J(\



Franchise Kozép- és Kelet-Eurépidban: Magyarorszig
Az EastEurope Law, Ltd. Franchise Projektje
Az Amerikai Nemzetkozi Fejlesztési Ugynokség (USAID)
Altal Tdmogatott Projekt

A FRANCHISE ATADO ADATAI

A vdllalat neve:

A franchise targydt képezd lizlet
rovid lefrdsa:
Alapitds éve:

Miéta mikddik franchise formdban:

A villalat sajét tulajdond egységeinek
szama az USA-ban:

A vallalat franchise dtvevdinek szama
az USA-ban:

Franchise dijak az USA-ban*

Indulé franchise dij:

Folyamatos dij (royaity):

Decorating Den Systems, Inc.

A vildg els0 otthonrdél megrendelhetd
belsd dekordcids szolgdltaté rendszere

1970

1970

1200 folote

8900-24000US 3

7-11 %

2 A franchise dfj eltérhet az USA-ban alkalmazott dijaktdl, és orszdgonként kuilonbozd lehet.

s

-



Nemzetkozi franchise:

Az elsd Amerikédn kiviili franchise szerzodés
megkotésének idopontja:

Mely orszagokban van franchise-jogi szerzOdése:

Osszes Amerikdn kivilli egységének szdma:

Miiyen formdban ad 4t franchise jogot:

Egyedi

Terlleti

Mester-franchise (szub-franchise)

1988 méjus
USA, Japdn, Egyesilt Kirdlysdg,
Kanada, Spanyolorszdg, Ausztrdlia

125

USA-ban USA-n kiviil

igen nem igen nem

X X
X X
X X



Franchise Kiozép- és Kelet-Eurdpaban: Magyarorszig
Az EastEurope Law, Ltd, Franchise Projektje
Az Amerikai Nemzetkozi Fejlesztési Ugynikség (USAID)
Altal Tamogatott Projekt

A FRANCHISE ATADO ADATAI

A vdllalat neve:
A franchise tirgyat képezd tzlet

rovid leirdsa;

Alapitds éve:

Midta mikddik franchise formdban:

A vidllalat sajit tulajdonii egységeinek
szdma az USA-ban:

A vidllalat franchise dtvevdinek szdma

az USA-ban:
Franchise dfjak az USA-ban':

Indulé franchise dij:

Folyamatos dij (royalty):

Fantastic Sam s International, Inc.

Csalddi hajdpoldsi szalonok, a csaldd
Osszes tagjdra kiterjedd teljes kord
szépségdpoldsi szolgdltatds (férfi, ndi,
gyermek)

1974

1976

1176

25000US 3

Heti 170 US §

! A franchise dij eltérhet az USA-ban alkalmazott dijaktél, és orszdgonként kiilonbozd tehet.

L \«g&'



Nemzetkdzi hi

Az elsd Amerikdn idvili franchise szerzGdes
megkotésének iddpontja:

Mely orszdgokban van franchise-jogi szerzddése:

Osszes Amerikén kiviili egységének szdma: -

Milyen formdban ad 4t franchise jogot:

Egyedi

Teriileti

Mester-franchise (szub-franchise)

Egyéb fontos informicié a magyar
franchise dtvevOk szamdra:

1985
USA, Kanada, Japdn,. Taivan,
Szingapur, Egyesiilt Kirdlysdg

125

USA-ban USA-n kivil
igen nem igen nem

X

A vildg legnagyobb franchise rendszeni
szépségszalon villalata, t9bb, mint 1300
miikddd szalonnal.



Franchise Kozép- és Kelet-Eurdpdban: Magyarorszdg
Az EastEurope Law, Ltd. Franchise Projektje
Az Amerikai Nemzetkozi Fejlesztési Ugynikség (USAID)
Altal Tdmogatott Projekt

A FRANCHISE ATADO ADATAI

A véllalat neve: I Can’t Belive It’s Yoghurt

A franchise trgydt képezd iizlet

rovid lefrdsa: Yoghurt-fagylait kiskereskedelmi
{izlethdl$zat

Alapitds éve; . 1977

Midta mikadik franchise formdban: T 1985

A véllalat sajdt tulajdony egységeinek )
szdma az USA-ban: ' 4

A villalat franchise dtvevdinek szima
az USA-ban: . 429

Franchise dijak az USA-ban*:

Indulé franchise dij: ] 22500US 38

Folyamatos dij (royalty): 5 % plusz 2 % marketing

3 A franchise dfj eltérhet az USA-ban alkalmazott dfjaktdl, és orszdgonként kiilonbozs lehet.

‘ \\x(c'



Nemzetkdzi franchise:

Az elsd Amerikdn kivili franchise szerz6dés
megkdotésének idbpontja:

Mely orszdgokban van franchise-jogi szerz8dése:

Osszes Amerikédn kiviili egységének szdma:

Milyen formdban ad 4t franchise jogot:

Egyedi

Teriileti

Mester-franchise (szub-franchise)

1990

USA, Egyesiilt Kirdlysdg, Irorszdg,
Svédorszdg, Belgium, Luxemburg,
Hollandia, Németorszag, Gorogorszag,
Japdn, Thaifold, Malaysia, Szingapur,
Hong Kong, Indonézia, Mexiké, Karb
Szigetek, Nagy Kajman, Puerto Rico

127

USA-pan  USA-n kiviil
igen nem igen nem

X X



Franchise K6zép- é Kelet-Eurdpdban: Magyarorszdg
Az EastEurope Law, Ltd. Franchise Projektje
Az Amerikai Nemzetkozi Fejlesztési ﬁgyntikség (USAID)
Altal T4mogatott Projekt

A FRANCHISE ATADO ADATAI

A vdllalat neve:

A franchise tdrgydt képez0 uzlet
rovid leirdsa:
Alapitds éve:

Midta milkddik franchise formdban:

A villalat sajat tulajdonu egységeinek
szdma az USA-ban:

A véllalat franchise dtvevGinek szima
az USA-ban:

Franchise dfjak az USA-ban’:

Indulé franchise dij:

Folyamatos dij (royalty):

Subway

"Tengeralattjaré" formdjd szendvics
specialitdsokat kindld dzletek

1965

1974

7100

10000 US§

8 %

5 A franchise dij eltérhet az USA-ban alkalmazott dijaktSl és orszdgonként killénbdzs lehet.



Nemzetkdzi franchise:

Az elsd Amerikdn kKdviili franchise szerzodés
megkotésének idSpontja:

Mely orszdgokban van franchise-jogi szerz&dése:

Osszes Amerikdn kiviili egységének szima:

Milyen formédban ad 4t franchise jogot:

Egyedi

Teriilet

Mester-franchise (szub-franchise)

1982

USA, Kanada, Ausztrdlia, Korea, Japdn,
Portugdlia, Bahrein, Izrael, Szaud-
Ardbia, St.Martin, St. Thomas, Trinidad,
Guam, Saipan, Kajmdn Szigetek, Aruba,
Bahama Szigetek, Puerto Rico

500

USA-ban USA-n kivill
igen nem iéen nem

X X



Franchise Kizép- és Kelet-Eurdpdban: Magyarorszdg
Az EastEurope Law, Ltd. Franchise Projektje
Az Amerikai Nemzetkozi Fejlesztési Ugynokség (USAID)
Altal Timogatott Projekt

A FRANCHISE ATADO ADATAI

A vdllalat neve;

A franchise tdrgydt képez6 lizlet
rovid leirdsa:

Alapitds éve:

Midta miikodik franchise formdban:
A villalat sajét tulajdond egységeinek
szima az USA-ban:

A villalat franchise dtvevdinek szdma
az USA-ban:

Franchise dijak az USA-ban’:

Indulé franchise dij:

Folyamatos dij (royalty):

Ziebart Tidy Car
(Ziebart International Corp.}

Professziondlisan tervezett és felszerelt
autévédelm tartozékok és felszerelések.
amelyek egyrészt esztéukai célokat,
mésrésztaz élettartam meghosszabbitdsat
szolgdljak.

1954

1963

18.

325

24000US 3

8 %

7 A franchise dfj eltérhet az USA-ban alkalmazott dfjaktél, és orszdgonként kiilonbozd lehet



Nemzetkdzi hi

Az elsd Amerikdn kKvili franchise szerzddés
megkdtésének idépontja:

Mely orszdgokban van franchise-jogi szerzGdése:

Osszes Amerikdn kivili egységének szdma:

Milyen formdban ad 4t franchise jogot:

Egyedi
Teriileti
Mester-franchise (szub-franchise)

Egyéb fontos informicio
a magyar franchise dtvevOk szdmdra:

1965

40 orszdgban, ezen belil
Németorszdgban,  Svédorszdgban,
Dénidban, Midltdn, Mexikdban,
Brazilidban, Indonézidban, Thaifldén,
Japdnban, Koredban, Taivanban

340

USA-ban USA-n kiviil

igen nem igen nem

X X
X X
X X

Eurdpdban telepitett marketing é&s
technikai tdmogatds 4ll az dtvevd
rendelkezésére a beinditdskor és a
szerzOdés fenndlldsinak teljes idGtartama
alatt.



GAUTO-MOBIL" VEGYI GAZDASAGI MUNKAKULZOSSES
: 6720 SZEGED, OSKOLA-U 16, TELEFON: 62)i3.299 TELEFAX: 62/26-138
auto mobll weow 6701 SZEGED, PF.: ¢88
GAZOAGAG! MUNKAKAZA38IG QTP,; 2189-98008-21268-8
ALAP[TVA: 1983 )
LEVELUNK sZTAMA: 468/93 QGYINTEZONE: Boddéné HIVATKOZAS:
TARGY SZEGED, 1993.06.14.

Dr. Kovdes Tamdas
East-lest Buainass Centen

Tiszte st Dr. Kovdes lin |

Melédkeften Eilldik ndhdny teamlkiinhadf angod nyelvll feladst, szdlves hasz-
ndlotaa.

Szeretndm megfegueznd, hogy a GHk-162, a termdbeinkadl, valamint a GAK
Lednyvdbialatadnél {eqy hereshedd Kft ¢4 eqy 2048-Platz Kft nevil vdm-
raktdn €4 vdmaszabadieriilet) kb. 20 pences angod nyelvil vided{dfmink van.

Amennydben On dgy {242 meg, hogy van {d6 a Lefdtezdana, magammal vdazen,

Teljos tisztefotteld: L

D, 8 sference
Ve

3

-

«AUTO-MOBIL" VEGY! GAZDASAGI MUNKAKOZOSSEG
67120 S/t GFD, OSKOLA U, 16, TLIFFON: 62/13-298 TELEFAX: 62726 138

e . £701 §7EGED, Pf. 688 21.588
p Th: 286 94008-31208. 23.703

|GAZOASAGE MiiXAKD7OGST 1
Al APITVA; 1883

i
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- | «AUTO-MOBIL" VEGYI GAZDASAGI MUNKAKOZOSSEG
. | 6720 S/r GED, OSKOLA U. 16. TELEFON: §2/13-299 TELFTAX: £2/26 138

: 6701 SZt GED, Pf.: 688 21-689
auto mobil o 01P: 289-9800H-31264-8 23-703
|6APDASAG: MUNKAKDZOSS (| 27-516

ALAPITVA 1083

The AM diemondpastes

The producl of AM is @ mixture of organic” dissolvent (thus it's possitible
to dilute it with aicohol) of synthetically made diamond-powder with great
stabliity. As such, in the first place It can be efficiently used for fine polishing,
machinig of surlaces and reflaction, souch as: diarnond, hard metal, glass,
quart?, cerarmics, steel, non-ferrous metal.

We distribites our products with §% or 10% powder-contain, the paste
which containg more diamond has longer ldetime of the usefulness of
COorso

We indicate on the packing the granulation of the components of diamond.
The powder is soparsted with sifting aqceording to measurement, 6.9
the 5/3 means that the diameter of the fragments is betwesn 3 and 5
I mikrometer. in the practice in the baginning for the coarse machining the
large (6.0. 60/40) end then for the machinig of the fine surfaces the small
numbered (8.q. 3/2) type of the paste is most successful,

i We mark tha granulation according to the valid standards. The paste, which

' contains 60/28 granulation is markad with red, the paste with granulstion
between 28/10 Is mearked with blue, with 10/3 is marked with green and
when the diameter of the diamond.-powder is 3/0 mikrometer the paste 1s
marked wilh ysilow calour.

. Avallable granuletions: 60/40, 40/28, 28/20, 20/14, 14/10, 10/7, 7/5, 5/3,
' 3/2, 2/1, 1/0.

Packing: In 5 g, 10 g and 20 g.




P . v BTOi S?F’G[D, PF.: BBB 21_689
auto mobil vier 01#: 269-98008-31268-8 23-703
GAZOASAGH M_L_I_HKA_KO?OSS!(:I 27-618

ALAPIIVA: 1083

e wAUTO-MOBIL" VEGYI GAZDASAGI MUNKARUZLSSEG
: 6720 SZEGED, OSKOLA U. 16 TCLFFON: 62/13-299 TELEFAX: 62/26.138

AM

“AUTO MORBIL” CHEMICAL ECONOMIC ASSOCIATION
COSMETICS

The secret of success of the AM Phytale cosmstics, is & hundreds ot years
old experiental wisdom of the pharmacy of the nature. Each preparation is
based on a curative power of medicinal herbs, such as: pot marigold,
benzoin gum, wlide chamomils, beeswax, Swedish bitler mixture of spices
or the pot marigold. The active ingredient of the products is the essence
of thase, thelr fragrance is also given by the natural substances

The Fhytsle bgauty cosmetics - for water famine skin. They are prepared
for treatimont of water famine, pale, dry to the touch, susceptible to becorme
wrinkled and often black-headed skins. The complex, parmanent use of the
four preparalions, results with & complete regenseration and ranewal of the
skin. Their active Ingredients are hydrational and antiphlogistic essences of
medicins! herbs. . .
- The cleansing cream cleane without drying effect and also contains a
hydrational substance.
- Theg face-wash can be used with cooling, hydration and cleaning effect.
- The hydration cream is fich in natural substances, using together with
the face-wash results with 8 quick regeneration and renewal.
- Using the pesling cream twice 8 week is necessary for elimmnation of
tho upper, keratinized stratum of skin, and helps on tha vital, favourabls
eHlect of the cosmetics. ‘

Phytale Swedisch-bitter cream

it's &aclive Ingredient Is the Swedish-bitter mixture of spicss, which Is added
to 8 basic-cream consisting ot medicinal herbs that helps on the absorbtion.
It result with & qQuicker and more better racovering of the bites, rashes,
superficial wounds. It can be used also for relieving and curing, combined
with & pot-marigold-cream as & pouliice, of inflammatory symptomes.

Phytale pot-marigold-cream

The pot marigold is one of the most important medicinal herbs, it has
healing power of many aspects.

CRAMHIC &



AM Siticon Faruily of Froducts

The AM products with teethylsilicon-oil agent are suitable for 2 wide-range
gomeshical aad industinal Wilization, as & resull of thalr excellent waler-repcliont
anct anlicorrosion effcl

Sllicon Sp'ray

In 400 g botties wilhs froon

In &80 g cwirornent prolacting bottles with CO..

e 200 mi covitormeni-pretecting botiles with CQ3, pedurned finugh

Because of their highecifiGient formedetaching ability, they can be ulilized with
good resulis al rubiber end synihetic materials processing and metal-working.
They are especially practical for polyethyleng, polyamide, polysiyrene, PVC,
phenal-, phena, and anine-plasts, ele. processing,

They are espetially useful st welding wilh protecting-gas, for easy removel of
the metal precipitations. During operations with glues they reduce tho capability
for aghesion, where adhasion is undasirable,

i househadd oy can be uscd for heals cleaning, lubrication of locks and
sttap-hingles, as well as for degradalion prevention and cleaning of plastic and
icather surlaces (footwear, sitling furniture) In cars (perdumed version) they are
suflable for cleaning and prolecting of the dashboard, plastic parts and 1ublae
capes - yol, alicntion must be paid not to spray on glass suriaces and pedals

| Silicon Grease

The gilicon ¢nease is of waler-repeliont, hesl and rost resigting (80 - + 150°C,

. moreover, for a shait timo up 1o 4260 °C without beceniing hquid), lubriating,
Insulating end form sepercling eflect. In the lalter Gase # gives a shiny, faultiess
surface and results with a considerablo energy saving. it is an excellent lubricating
and sliding implement with waler-repelient etiect and ¢an be applied as insulating
grease in cleckic industry, e.g. for swilches, it has a wide range application 8
sealing-compound, in vacuum engineering, a8s an spproved iubrican! for rubber
gasket and cas ignition syslem pratection,

Aviable in 15 g and 130 g packings

GRAVHG
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Information Provided About- June 21 Meeting

To Prospective Hungarian Investors
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EGER

Public Trade Corporation
3300 Eger, Trintarius u. 2, Pf, 92,

Telefon 36/11G-283
36410-662
35/11-397
Fax 36/10-605
President CEQ Tel 36/10455 : )
Director of aperations- Tef  38/10-326 ; 4

Hunganan and Foeelgn Kanutseiarers Products in Comus Home Furnsshing Siore

EGER EAST-WEST PUBLIC CORPORATION,FROM EAST TO WEST

new face bur works with a lot of experence e 30 sheps are
paramount in supplying Haves County

Qutshops ptoliles are consumerelectronics andhome gecora-
tingitems Thestores speciabizing in cosmetics, glass-and giftitems
have a large mventory turnover rate. Modern, mulh-starey deoar-
ment stores, specialty stares and shops with brand-name ntems
awart the shoppers of East-West

The corporation alse has a chain of whelesale warehouses

Having an export-imponr license allows us to distnbute and wnole
sale infernatronally

Fatthe year 1992 the estimated sales velume 3 appioxmmately

2 millica Forints Tetal shop and warehouse floor-space 15 20 000

square meters |a support of trade operations East-West alse nas an

extensive and aggresswe adverhising ptegram. This program

encompases newspaper radio and television ads as well as organ-

1ztng fashion shows anda panicipating 1 trade expositions wich
The camputer esnter of lhe company display our regular and new items

W 4o work lut ather campanias as well ' The starup capial of East-West ts 419 million Forints Tha

ellocation of this capdal 13 delermined by a 3 member boara

'le East-Wast Trade Corporation manly functions in experignced shop ewners managenalsta ana a 300 member trade

trade, ewning 8 charn of stores in nathemn Hungary -caollective

R wasfounded in 199% based on afour decade old state East-West corporation has an extremely well managed financial
company. Besides banks and salf-govarning bodies having direction that enables us o promptly pay all debts, gving ine
sharas thare 13 aighty percent owned by the state which will company a strong and secure future and allowing our campany to
ba privatizad in the near futura. The neworganizetion has & expand s trade circle

Our wide salaction al Baxk Kypo Genecal Merchandise Store Arsnypdk Spzelalty Slore in Eges

N I WA
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LARGER STORES OF EAST-WEST CORPORATION IN HEVES COUNTY

“Juventus® Clothing Store  Eger, Ersek v 1.  Tel 3810467
“AranypSk® Fashion Shop  Eger, Dr, Sanderd u. 1 Tel, 36/17628
‘Napsugar Clothing Stere  Eger, Bajesy Zs, u 3, Tel.: 35/12:504
“Vardzs® Shoe Siore Cger, Széchenyiu 4, Tel: 36No-TeR-=
‘Magnes' Consumer Slectranics Store Eger. Dr. Séndar! u R

Tel. 36/11-306 - 37 ,"‘e‘ . Q%\-ﬂ%‘!‘*
"Comus* Home Furnishing and Decorating Stcre..“,J

Eger, Barkdezyu 4 Tel 36/12-833 Fax 36112~ ?_]9
*Demus’ Food Discount Store  Eger, Barkéczyu.d Tel. 36'12\‘550
Thamés Food Discount Store  Eger, Kertész 1 154, Tei: /11255
*Bitkk-Kapy* General Merchandise Smre Eger \"anon u ALSE

Tel - 36/25004 SNTETER
“Komfort Hardware Store  Eqer, Za]ﬂrJ,u 10. Tel: 35{1343&
‘Fazis' Electranics Store  Eger, Ady E u-4/A Tel : 35110-996 -
*Kleapétra’ Cosmetics Store Eger, Szechenylu 8.-Tel: 3&'10-050

.‘. -

Stelionaly Stare  Eger, Széchenyiu 12.. Tel.: 36/12-735 . ':.

“Apisz’ Stetonary Stere  Eger, Szécheryl 1%5.¥
Govenment Prnt Shop  Eger, Szvo!ény'fu -4 -“.Tal.'%&{ﬁdm
MOBILETTE Car Parts Store  Eger, Széchenyla

Tel 38/10883 -g¢; 2 =us. .
_:Ftoyai'.Home Furnishing Eger Kos:

‘FONX' Home Furnishing and Deccrating Store

Gydngyds, Eszperantd u 6  Tel . 37/11-041
'Fenyd" Clothing Stlore Gydngyds, FG1ér 2 Tel. 37/11-143
wfichen Appliance Store Gyéngyas, Kos.'.l.rlh L Ui

Tel. 3712518 -1 L 5 L. -
Harcwara Store Gydngyéds, Kcssud-a Luz3 Tel e
Statianery Store Gydngyés, Szeat Benalan u, 10,

Tel 37111762
Stationery Store Gydngyds, MAtyds kir, u 5 Tel. 37/12-170
'CIAQ RAGAZZOY Clottung Stere Gydngyds, Matyas kir u, 3

Tel - 37112372

inogkhia Hyomda,

Aobrecan

Ce

L
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o S ROYAL BUTORKER RT

{ B0 BUDAPEST, Pf52
S~ _ Tel : 217-0800

Fax: 217-2530
MHB 201-51445

E 8 1092 BUDAPEST RADAYU.42-44
)

Kinek
Név : Zr.Xovécs Tamds (0 15823212

Kitél

Név: 0:.Csapldr Gdbor vezdrigszzgs::

Tel = 217-2532

Fax: :17.2539

Oldalszam - 2 /ketss/ S 283 TI1..7 13meriaTées :nlsl t.e 2t
“o.Tsapldr Gdber Jo 5 «c eto:zi -7 c#ggel ol.zn tErialc:

RATNBOW INTESNATIZw..
OECORATING CTiN

Ri:l. BUTCRE_E_E.ESKEDELM! RT
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RO¥AL

Bétorkereskcddmt R

FOYAL FUSNITURE TRADING SHART CCHPANY
Toval 2iusrrereskedelmi Részveérnytérsazdg

deed Qffice:
Réday u.42-44,
H=10S2 Budapest
Tel: (+36-1Y 247 25 31
Fax:{+36=1) 247 25 30

rounded in 1980, Roval Bitorkereskedelml Részvényuérsasdg (ROYAL:
13 she successor wo Bitorkereskedeimi 74llalat. which #as meinly
soncerned Wwith retail activities.Today, tne company oparates
shroughous Hdungary., with main retail cuslets.restractursd :is
wmasrodual proii centrea, 1n Sudawest, Miziclc, Yeszprém, VAc.
and Zegied. In fiscal 1892, .ROYAL reccrdea z zurncver of 57t 2.1z
siiLicn. “he-rate of profiv is: 5,1 0%

Torperate 3uccess i3 the resulc of large capital iavestmens.
coupied with a superior preoduct range and tnpe aifcrts oI a

pmotivatea and qualified staff.

ROVAI~Suppiler of Zxesllent Aurniture

The company maintaing businese scntacts wiin sver 70 3uprl:iers
anc wmporsd from aimost 11 hard surrency-ccunzries, racluding
Italy. England. 3vain, Trance, Malaysia. Znacnee.a. SGermany, J3i,
ad augIria. o 1891,ROYAL extanded 1tT8 3upply Programme o
nciuae =x4u:1ve LphOlSterea ‘urnlzire. .

Now ROYAL -2 2 orivate-cuned company. —ur cwhner 13:T2-NEXUS Zhare
_ompany.

The Auzurs

RAYAL,wn12n r2nxs apong the five best trading compeniss in
fungary, seeg 1ts Zuture success as Lying 12 Lta 3biliity To zees
and anticiyate the needs ¢f a dynamic markecplace. [a pursuing
ix3 goals, ROTAL can fully rely on 1t3 dedicated and
achievepent-orientad employees.
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THE COMPANY FAMILY

1949-1991

A 0TMANY |
W u |

HELChaN ”
W) 7L ALEMOR MARCLS 38
1957 A |

1 “ILBUTAN
965 SLEALT P IAMER

.
SGUSITUS 2 |
1955 TARNDK |

—_——
E 2205 L5wsb
14950 NAGYTETENY

SIARSIOVETRELED
2515 3,04088 w11 tAIHAL
449,50 TGROKAALNT

EGYESULT MGTSL
1972 TARNGK

SASAD B 010501 5220 SOVEIK
g 1978 BUDAGRS '97 21050 1

SASAD Ltd.
1991  Bp. XL

TREE
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Manager
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Manager

® Mrs. Or. Ferenc Gyurd
Chair Superwisary Commtiee
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DR.LASZLO MIHALIK

S5ar2 Jhar~an

JOZSEF BUKVAI
R T

Zaouts Deregrz

Mrs GYULA PORGANYI

Sweaorss ot =
Shgpe '23-36%3

oTTO BOSZ : SANDOR MENZER ETELE ZALAY :
Manager . “danagar ) e i
2038 Soskut 2029 Diose
Fdutea 12 <98suth L k3 12— 2
“none 06-26-38015 J5-25-32049 Phone '23-3C°'C

. Ornamental P'ant Gro-nrg

"

DR. KALMAN PREINER Mrs. Dr. FERENC GYURO
agrurrsiraive ang Lagal Manacer Crair Super a1sors Comrtiee

Mrs SZUCS GABRIELLA SCHOL.E

2 ogmrzn oIttt oIt N

1112 Buaapest 112 Sucapes’ - H
Budaorst ui 1289 krsz Sadagre o '28Q nrsz 2 S sanai T -
Phone 166-90004125 Phgne "66-2532

eyt

Ornamental Plant Grewing Ornamental Plant Growing Fruit Geawing
ISTVAN SAROK PAL MOCSARY
Plantaton Manager Plantaien Manaoer

225 Budapest Novenvu 15—23 "°'2 Bugaves: ~amarzgrger o 343

Phone 226-8109 Srore

#9-307

Phone '66-9181 ' Prgne 15-Z

Ornamental Plant Marketing ' Tree Nutsery Board Acre Plani Growing
1
1 :
JOZSEF PARQCZY i ANDRAS PREINER JENO TOTH
Markelng danager I Cwiston Managar : Dmasicn *4arags.
1112 Budapest, Budaorsi ut 1092/3 hrsz l 2045 Toroxpalinl Fekete gudo 027 hrsz 2461 Tarnok S8 CuE
Phone 166-6036 ! K




Catite Division

TiBOR ROZSAHEGYI

= em il an
- G WETLIER

2363 TarmOoK ANESIAIa ousla
Segng 5. 26-+505%

[ N

Park Construction

FERENC HREBLAY

Seoot ia 3

26 Bucapasi Srerce
rhone

ro F

I ND U S

-anascaoing. E:

Decaration

Mrs. GYULA KOSSIK

Plant Manager

223 Bugapest. tokai ut 27
Phone 226-3018

Intersor F:&mgs

GYULA SZASZFAI

Stant Manager

“201 Bugapest Elgcn » 2837
Phone 147-3907

Preserves

FERENC ALBERT

= ar* Managar

Softdring Powder Production

FERENC BORKA

Civision Manager

1205 Budaoest Nvar Palu 88
Pnone 157-3088

Wacd Products Export Packaging

JOZSEF BROLL

Plan: Managa-

2040 Bygaors =ranx :ama
Phone 156-3499

Pnnting Screen Prengtng

Mrs ZIMNICZ KATALIN PAP
= art anagsr
157 Z.cacesi Kaccimg .

Srapa 128-3175

Cleaning Services

FERENC TOTH

Services Manager

148 Bugapest Nagy Lajoskr u "9
“hone 252-1979

Electronic Activities

ZOLTAN NEMES

Pracision Engmeanng Y-

**2 Sudapast Buocrec. o f
Snone '8a-57 °

Aute Electncal Servicang

GABOR FEJER

T ssor Marager

Taalmazking, Fitting and Turning

KAROLY BALTRINGER

Plant Manager

2040 Budaors Frank tanya
Phone- 186-8699

vehicle Maintenance

DEZSO HIDEG

Drwision Maraager

1112 Budapest Budaorsiut 1351 brsz
Phone 155-9000/269

Capial Constructign and Maintenance

ATTILA SOMOGYVARY

Z.asion Manager

112 Buzacest Sudaorstut 1 57 sl
Snpre 366-9000/183
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i INTEHSE.RVJCQ AUTOJAVITO Kit.

= Titkédrsdg: 168-9003, 188-9176, gazd.ig.; 168-8659 =+/Tel/Fax: 188-9175, 188-9176 =

FIRM REVIEW

Infroduction of our firm

—— i,

in few words about our past:

The precedessor of our firm was a large state enterprise operating many hundreds of
trucks, the piant and the technical basis was built for that pumpose about 20 years ago.
In consequence of the changes occured In Hungary the large entemrise was
broken up 1989 into 12 smailer units.

One of these is the piant in the Zay street. At that time the state owner founded the
Duna Intersernvice LTD with a basic capital of 28 million Forints, wherein the basic
capital consisted of spare parts, instruments of production and of minimal cash.
Duna interservice ieased for the operation needed piant from the Hungarian state.

- After the above mentioned events succeeded the privatisation which occured in two
steps.

First step was the buying of the state-owned business share,

the second one was the buying of the piant which occured in a leasing cons{ruction.
In reference to the present Hungarian iaws the proprietary rights of the lessor bank -
were registered into the fand re gister.

According to the contract between the lessor bank and Duna Interservice ag lesser the
plant can get into property of Duna Interservice earliest by the 1. of July 1993.

At the same time leaves the temitory finally The Dunatrans LTD., which one is an
another successor of the anclent large enterprise, but it is already completely
independent from us.

Qur LTD. s owned by § indwviduals in percentages 40-20-20-10-10.
These five indviduals are at the same time the leaders of the LTD.
The leasing authority was given for the bank by these § individuals , therefore the
proprietorships of the plant are the same as the distribution of business share.

The whole area of the Zay street plant 39 109 m2
Built-in area: 7229 m2
From the bullt4n area
Office bullding( four-storied) 2161 m2
Workshops 3833 m2
Number of phone lines: 24

Enclosed please find a plan about theplace, form, builtdn fayout of the olant \(s(j)
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Parallel with the pnvatisation- making worse the chances of that-, we were forced to
perform Investments because without these we had not been able to achieve proper
technical seniice of any brand at an expected high level.

- Ourinvestments In fhe year 1992:
Obtaining of equipment for body—buﬂdmg, body kits, rebu;idlng of the spare parts’ store
Buying and setting of
two spiral-gear compressors ATLAS-COPCO
two polish chambers
electronic wheel-alignment adjuster equipment
Buying a SUN-tester for full-range petrol engine diagnostics
Rebuildings because of system change

It is a part of the aboves that since the beginning of the year 1931 based on the

contract with the firm DENZEL our LTD. has been performed

- the putting into circulation, brand- service and totat technical service of the
MITSUBISHI trucks in Hungary

- brand-service of VOLVQ trucks .

- development of import centre of NISSAN trucks, complete putting into circulation.
brand-service.

Based on the putting info operafton of MITSUBISH! and NISSAN vehicles we have a
country-wide network being pemanentty formed depending onrequirements and
demands.

Qur decennial professional expenence and personal contacts help us fo develop a
proper network.

We have our firm just reorganized.

The direction and operation is performed by a holding-system-iike firm. For the vanous
activities we have founded and found new firms. We have presently 130 persons
employed at our firms.

About 10-12 % of the employees are graduated, well-speaking German or English
respectively. The others are skilled on their special field high-qualified techmicians
Based on the aboves our firm and our employees are at home in import, duty and
different authority mazes. :

They feel at home in marketing, disposal, advertising work, guarantee and surety
affairs. The existing whole infrastructure ensures stationary background for that all.

The most important numetrical data of economy of Duna interservice:

1991 1992 1983
Retum from sales 103 084 000 564 046 000 1 397 3350C0
Qutgoings 101 326 000 559298 000 1378823000

Raciite hafara tayatinm 4 TEA AAN $Ten e T \\@\
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1991 1992 1993

Average number of employees 121 123 126

Business share in other fim O

it has fo De taken into consideration at the valuation of the data from 1992 the
followings-

- on the one hand, according to the owners' interest, the some part of the results before
taxahon realized at the InterKontakt LTD.,

- on the other hand the leasing costs of the buying of the plant reduced the resuits
before taxation

The property position of Duna Interservice close of the year 1992;

Quoted capital 28 000 000 Ft
Results reverse 3 800 000 Ft
Whole owr capital 31018 000 H
interKontakt L.TD

The LTD. was founded by the leaders of Duna Interservice at the beginning of 1991
The LTD. performed different financial actions besides it bought the state business
share of Duna interservice. -

The most important data of economy of interKontakt LTD.

1991 1992
Retum from sales 127 427 000 71 642 000
Qutgoings 126 211 000 60 886 000
Results before Taxation 1211000 10756000

Average number of employees ) O

The venture has realized in the more than three years after the foundahon

simultaneously the followings:

- Privafisation, namely in the succesfut operaton imerested management has been
ownted the enterpnse.

- Buying of the real assets needed for operation

- Allround activity change

-Quick growth rate

The forthcoming time period will be the part of development of the enterpnsing
organisation, stabilisation and of establishment of the new growth period

Istvan OGrmos
Managing Director




Dear
Partner!

My greeting may
seem pretentious, | dont
know forafactfyouhave
had a business contact
with our Publie Corpora-

- tion or with .any of our
stores We are interested in your pannership, and with the help
af this ntreduchon we hope that'you will find a business
interast in Eger East-West Public Corporation.

Webarely began ayearage and have alredy cutgrown our

predessar' s funcbons and profiles

Besides our chain of stores we have established new
discount consumer and food stores, ware hause centers and
! enfertainment centers, proving our growth capability

We believe this to be the safest business management
policy, allowing us cominous growth and bigger profit

We have business relalions abroad as well. Some of our
pariners arebased nthe Ukraine and Eastern Siovakia, making
our selection wader ltaban, German Austnan and other
Western Eurcpean countries are also present at the stores of
East-West

| e f lfwe have aroused younnterest, please contactus formore
information at East-West
Sincerely. M {
Mrs Magdelna Haasz
k presidem - CEQ
]
> e T o
: E S SR S i e Sen
:.- 2 k?gwﬁ!-r\é\u- E “.4&-:% -
LR 2 M €33y s .q_._.--._,..-a,‘._.-....._
Y e o TR L tae T

uhi;

LR

Tadn TS geeie s —m .“-f--—wr-q--a pﬂi‘mq.--..-v».-_n
L - T 0 R il - V- S

Tir M

. “Feny&” Deparimeni Slore

e —— =




Ladies and
Gentlemen!

Ifyou are playing a host to guests
" at home, organizing parties or you
are organizing a treat for your
colleagues in the office or perhaps
you are arranging representative
receptions, do not forget that our

HIDEGKONYHA TERMELOUZEM

will supply you with the éold meals
on order using the freshest ingredi-

ents,

Address: Hidegkonyha Termelé'iize_m )
(Cold Meal Kitchen)
X1, Fegyvernek wu. 52
Te!ep}:one: 175-1346
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a“enh Fejlett Technolbgidk Kit.
Feflett Tachnokbgidk Kit.

177753 .81
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Advanced Technology Ltd,

H-1085 Budapest Phone: 16-1-1336-739
Ju6i g 32, TVAR0 36-1-1134-457 direct
;loms 1021 G 36-1-1141.840/223

1450 Sudapest

Hungary

Fax  361-1138-882
‘felex 224584 VASBP H

Brief Introduction

of
Lhe A-TECH Co. [td.

L L L LR L R T

The A-TECH Co.lud. Hungary Is a member of a technologv tialniug
system manufactury. group of companies.

The A-TECH Co.ltd. was established in 199¢ in erder to introduce

a new High=Tech genheration of the educational equipment and training
systems for electronic¢s, hydralics, pneumatics, mechatronics, etc
1.0 the Hungarlan and Fast~Furopean market.

Tts debut wag success, at Lhe end uf the first year 1t has become
Lhe largest supplier of the above mentioned educational systems 1in
the Hungarian market.. The most signlficant customers are the Voca-
tional Training and Technical Schools and the Telecom. Companies,

In addition, the A-TECH Co.Ltd. can offer specially designed
software packages t.o anable students to learn, improve and practice

in the different. fields.

The aim of thoe A~TECH Co.Ltd. i1s to extend lts marketing actlivity
to the neighbouring countries as well. So far it hag had a success

in selling training systems in Yugnslavia, Rumania and Czechoslovakia
amohg others.

Besides, the A-TECH Co. Ltd. has just started conducting negotiattion
in Poland, Lithuania and Ukranian as well.

In the field of telecommunication training A=TECH Co.Ltd. can offer a
complex service to the telecom companies ie. not only supply the
equipment and systems but providing training courses in Hungary
ands/or al slle vn different levelw ag well, ,

The A-TECH Co.Ltd. can offar equipmunt for the training courases
for adulis lesrning for requalification.

Finally, the balanche sheet shows that the business activity so
far has been successtul in making 2~2,5 million USD annually.

In the future, the A-TECH Co.Ltd. will take efforts to increase
1ts turnover up to 5-lo million USD in the East-European market.



BELS

Die Belsepitesz (lnnetarchutekt) GmbH wurde 1989
peprundet und nahm thre Tanghert auf dem Gebiat der
Mobchndustne auf

Wir beschafbigen uns mit kompletten innenarchi-
tektonischen Arbeiten von Hotels. Brchausern,
Geschiften und Gastgewerbeeinrichtungen, +on
der Projektizrung bis zur Installation.

Zahlresche - und ausldndische Referenzarberien burgen
fur die Qualiat unserer bishengen Taugkei

Belsoépitész Kit. tlnienor Design Lud 1 wzs rounded
n 1989 10 launch 1ts actviues w e field of fumumre

ndustry

We deal with the complete wterior design of hotels,
nffice buildings, outiets and on-premse facilies,
from design to on-site instailations.

The actvities camezd out so far have peen successiul b
wndicated by the numerous domestic and forergn rete-
rences.

.

Im Mrttelpunkr unserer Ceschaltspaliek sichen

®  die korrekien und gegenseuig vorteifhafien
Partnerbezichungen

o hostengunstige profit- und marktorientierte
Produktenzusammenseizung

@ die Entwicklung der Produklionstechaologle
und der standigen Verbesserung der Arbens-
bedingungen

The comerstone of our business policy imples

®  afar parmership based on mutal interests

@  costsaving, profiabdity 2na marxet-onented
produckt pattern

@  dsvelopment of the production tecnnology and the
<onsiant improvement o %0rking CORGIONS




Your Fair Partner

TR,

et

Ibe'§é1~PEsti Joint Venture was established by two
co—opebativésf in 18971. The company, that was
dealing with construction industry-in the béglnning
is standing at the disposal of the public with more
and more sServices. They can offer full service in

s5ix fields now.

Interior Design

The interior designers of the company dea. witn

1

§-=

prlanning &and executing, the Jjoiners dc the wa
covering ¢f offices, shops. restaurants, homes anpc
weekend housaes and make the built-in wardrobes of
these as well as the entire furnishing with all the

practice and esxpertise.

Electrical Service

ng

™
&)
3]

The exnrerts of this servics do the repaix

ct
3
{0

telecommunications and nousehold equipments,

instaliating o security systems, entrypnones, dish

b

aerials, dispatcher systems; the repa:ring and
maintaining of tyvpewriters and calculators.
Addressz: 1077 Budapest
Wesselényl u.55

Tel: 122-333%

—-_-\@T
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Painting

4 separaze unit of the compazny does the painting
wallpapering and insulated warm floor coveriy
works.

Address: 1089 Budapsst

»

Orczy wu. 12

=

Tel: 133-871L1
.Cleaning, House-clearance

This service can be offsrea a2s &a reguiar Qf
oeriodic cleaning Jjob, done for Zor shops.
workshops, restaurants, public institutions.
Address: 1089 Budapes-=
Orczy u. 12
Tal: 114-0530
1097 Budapes<
Zhester u. i3
Tel: 114-9025

These four together?

It is practical to take the advantage <¢f the zavove
described Zfour activities at the same ime when
constfucting new rooms or renewing old ones. Then,
the inner degsigning and -executing rlus the
connecting works, for example the xnstalling -f the

security system, the telephone and the aerial. the (/



pawnting, wallpapering the wali- ana floor-coveraing
and c¢leaning, house-clearence are gl in one hand.
The experts, followed by each other taks care of
the other s work, the construction period of time
and the unnecessary =2xtra costs are decreasing.
Addresss: 1173 Budapest
“esti ut 16-18
eil: 147-2908

Cars

The owners of cars and trucks are being oIffered
four services at the same workshor. Car electricity
fixing, installing and repaxrinzg of car radios and
security systems, selling. :1astalling, repairing
and centring of tyres. Tre car demolishing part
deals with the selling ana ouying of used cars and
trucks and thelr componenz:z ~ere 18 also a plan
of building of a worid tr=z.:s-=xrz representative car
salon, with all the J0f:-:.% 3==2rvices and otner
estabhlishments under precar=I.In.

-~ 17

A z., 1173 Budarpesz

=: ut 15-18

-1 188-7432

Printing House

o
[0}

The printing house of the ~impany does all the jo

.

from graphic designing =<2 ths =xecuting of printin

]

{sifcer and offset pracse=ssi, undertakes the

producing of business cards. nntepapers, envelopes,




—

ot

self-adhesive ma
catalcocgues and gperating manuals.

Address:

rices, nancouts, - placard

13174 Budapest

Rdkoczi u. 285

T=1: 158-3019



Operational Centre:
130 Bygaors
-52h3tgs gt 14

roLna 166-900C

S -t 86-8390

e 221783
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SIOMA TRADING CONICR
HManagement, Consulting, Training iLid

Budapest

Our Company was estabiished 1990. From 1991 we &re engaged in traintng ang
retraining of unemployed. After finishing our courses 320 unemployed
succeeded to get middle and high level degree onf different field of
professional training. Just now 1770 unemployed are trained by us an they
are preparing to get the basi¢, middle and high level degree from different
professional fields.

In automn 1982 we established & new training center with appropiete lecturing
and seminar-rooms attached with the nessesery infrastruciure. The training
center is the center of cur firm.

We have working connsctions with 5 labor centers in different countries in
Hungary, Our training are located on the spot (total number of traines
436 persons).

We are continuelly building up our cooperation with different organisations
of employers such as trade unions, chambers of commerce, etc., This type of
our connections play a great importance in getting places for professional
practice and as a workplace for our students, who have succesfully
finished our training courses.

We prepared questionnare among our graduated studenis. We examend how they
could find a job. This art of the questionnare fs revealing that 45-50 %
our students could find the job with knowiedge acquired at our training
center., Especially easy to find job for these students, who acquired high
level of language knowledge and computing. {otherwise language and
computer training are key elements of our training program.)

Our staff members are 150 persons, all of them are graduated, 6 persons ha.e
scientific degree, 48 have doctor degree. With exeption of language lecturers
all of our staff members (lecturers) are activ on differeni field of socia!
and economic life, tliey are working as top or medium level managers.
Choosing our staff members we gave high pricrily for professional knowlecge
and because of theire managerial practice thay #ave a lot of fresh infor-
mation in economics, busine%ses, law, which they can use in their work.

. . '@\
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These are the reasons that our students - leaving our training center -
are well equipped with knowladge of law, regulations and are ready to
usa them in practice,

Developing our course outlines we gave high priority of business adminis-
tration, They are licenced and our professional training are tased on
these course-outlines.

From August 1992 we are experiencing the problems of our unemployec hinder:ing
their adjustment to their new lifesituation, and learning.

Further problems: we experienca the mismatch between their actual knowleage
and the requirement of economic life.

In order to overcome these difficulties

- Before starting our training program we introduce the so called motivation
training. During the motivation training the students got help for learning
and durint our role play they will be able to make a final decision or they
are ready to correct their decision. .

- In the framework of our training programs we try to decrease the differences
in their knowledge levels about the economic life.

For those, who have never met with computing we are ready to organise extra

¢ ourses for learning together with another course "the language of computer
fs English".

In our experiences thase preliminary courses are very usefull helping the
efficiency of our Lraining and acquiering professional knowledge.

We are enterpreneurs. We are plowing back our profit to develope the conad:-
tions of traiming. The profit usage plan for 1993 and 1994 15 the same.
Plowing back our profit we hope that we can do a qualitativ training, we <27
help to find jobs for our studerts and last bat nol least we can keep our
market share,

-

OV



Profile
or why am [ interested in franchise’

Personal data

Name. Peter Dominus. age 38 Address 2011 Budakalasz, Lejtd u 7 PhoneFax.
361 2018355 [ have been married, my wife is a teacher. We live in our house with
five children, in Budakalasz. two mules from Budapest to the north

Education

- Techmical College, Faculty of Electrical Engineenng, special knowledge of
telecommunications and computer

- Video course of Minustry of Education, ceruficate of category C

- Muddle level state certificate of Enghsh.

Expenence.

In the past ten years [ had actiwities in computer engineenng, in cosmetic production
and wvideo too, including a four years period as a lecturer in the International Computer
Education Centre. For three years I worked in the Control Commusston of Natonal
Association of Entrepreneurs, [ had several publications in topic video and marketing
strategies. The last, concerning the franchise as a powerful future 1n post commurust
countnies. I have assisted the Alphagraphics Hungary for a year as markenng manager

Companies:

I'm ininvolved in two companies
MorphoLogie Ltd. - general manager and owner (10% of shares).
D&M itd - general manager and owner (50% of shares)

MorphoLogic Ltd is a software house. founded two years ago with three partners.
The ongnal aim was to establish a company for Hungarian linguistic software. e g
spell checker, Thesaurus, machine translaton and grammar checking. The company
had success, we marketed a program family called Helyes-e? (Is it right?), the revenue
from 3 muilion HUF (35.000 USD)of the first year estimated to 15 million HUF
(105.000 USD) in 1993. Qur spell checker s bust in the Hunganan version of the best
seller word processors {(WordPerfect, XyWrite, AmiPro,Winword,etc ). We have
contract with LOTUS and Microsoft for further development, and just now we started
a project with the European Community for machune translaton We have some
special references, such Ministry of Foreign Affaurs, Office of Prime Minister,
Hunganan Telecommunicanon Co.




D & M 1Ltd 1sa part of M A N. Trading Holding a private company for cosmeuc and
househoid detergents trading, including an own multilevel system. D & M 1s the
production company with an estmated 40 muilion HUF (470.000 USD) revenue n this
vear This company is rather new (one year old), but previously 1 was the owner of
the DOMINE Ltd , which was the very first private company in thus sector 10 years
ago. The product line of about 40 various natural based skincare products took a lot
of jobs to produce the packaging, pricing, advertisement. flyers, promotions and
international fairs and exhibitions

The D & M Ltd. 1s rapidly growing, a new site of 700 sqm started to work to base the
higher capacity needed to serve the M A N. network.

Budakalasz, 05/24/93 ))f"‘-_ oo

Peter Dominus
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We would he pleased, if you could become acquainted with
the restaurants. bars, confeciioneries. buffets. beer-houses
and espressos of the Budavdar Shareholding Company. Our
aim is to help vou achieve this goal with this prospectus

Our Company is anxious to provide adequate services to
satisfy the needs of hoth our domesrtic customers and foreign
guests visiting our country.

Qur shops will provide vou with the highest standard
services available independent of the categories to which they
belong.

We can always serve our guests to their satisfaction and we
strive to provide pleasant food, drinks and entertainments to

all the strata of the society.

We would be pleased 1if you would honour us with vour
confidence by visiting cur first class shops as well as all our
othersmaller catering establishment listed 1n this prospectus.

We thank you 1n advance for your trust in us

Mrs. BUDAVARI, MARLIA EFF ANTKO MAYER Ms.
President Marketing-Commeraa
Managing Directar Director



Criteria and Process for Selection of

Prospective Franchigeeg, Magter Licensees and Investors
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Criteria and Process for Selection of
Prospective Franchisees Master Licensees and Investors

Source of suggested company’s or individual’s name. If initiated or
suggested by third party (e.g.; bank, consulting firm), information on
criteria used by third party.

Evaluation or reviev.; of information received.

a. Business background.

b.  Compatibility with business sector of prospect’s interest.

c.  Financial capacity.

d.  Familiarity with franchising as a technique.

Availab'ility of franchisors in sectors in which interest expressed.
Interview of prospective franchisee.

a.  If from Budapest, in person.

b.  If from distant city, by telephone.

Communications between the parties--

a.  Translation of selected material about franchisor into Hungarian.

b.  Encouragement to franchisor to provide supplementary
information.

c.  Emphasis upon receipt of information about prospective
“franchisee into English, wherever practicable.

d. Inosistence upon franchisor’s use of translator (arranged by

EastEuropeLaw; paid for by franchisor).

\ap



Letter to U.S. Franchisors Attending Budapest Meeting
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June 21, 1993
Franchise Business Meeting

Statistical Data

1. Number of companies applied: 59
2. Invited/Accepted: 35

3. Breakdown
1 franchisee meeting with one franchisor: 21
2 franchisee meeting with two franchisors: 11
3 franchisee meeting with three franchisors or more: 3

4.
1 franchisors meeting with 6 franchisees: Barbers,

2 franchisors meeting with 7 franchisees: Ziebart, Rainbow,

Future Kids
3 francldsors meeting with 8 franchisees: Speedy, Arby's,
Decorating Den, Big Boy

5. Franchisee information:
33 companies sent information

15 in English
18 in Hungarian
6. Franchisees arriving from 9 different cities:
Budapest: 25
Pécs, Szeged: 2

Eger, Tatabanya, Paks, Gydr, Szombathely, Budakalasz: 1

7. Total number of meetings scheduled: 59



Staustical Data (continued)

8. Rejected Franchisees: 24
9. Applicants for Subway: 12

10. Appilicants for Midas: 6

&



9.30-10.30
10.30-11.30
11,30-12.00

12.00-12.30

14.00-15.00
15.00-16.00
16.00-16.30

16.30-17.00

ARBY'S

Salata King

Délpesti Vendégldto Vall.

Budavar RT

Sasad RT

Mecseki Vend. V4ll.
Eger East-West RT
Gasztro- Kristdly

Coopinform


http:16.30-17.00
http:16.00-16.30
http:15.00-16.00
http:14.00-15.00
http:12.00-12.30
http:I1.30-12.00
http:10.30-11.30
http:9.30-10.30

THE BARBERS

9.30-10.30 Trading kft
10.30-11.30 Zsaner kft

11.30-12.30 Bartal Pél

14.00-15.00 Super fej RT
15.00-16.00 Deélbudai Fodrasz Szov.

16.00-17.00 Rakos Mezeje RT


http:16.00-17.00
http:15.00-16.00
http:14.00-15.00
http:11.30-12.30
http:10.30-11.30
http:9.30-10.30

9.30-10.00
10.00-10.30
10.30-11.30
11.30-12.00
12.00-12.30
14.00-15.00

15.00-16.00

16.00-16.30

16.30-17.00

DECORATING DEN

VAM Design

Belsépitész kft

Royal Butor RT

IQ

Charley Studio

Délpesti Ep. Szolg Kozos Vil
Lexicor

Eger East-West RT

Gentleman kft


http:16.30-17.00
http:16.00-16.30
http:15.00-16.00
http:14.00-15.00
http:12.00-12.30
http:11.30-12.00
http:10.30-11.30
http:10.00-10.30
http:9.30-10.00

9.30-10.30
10.30-11.30

11.30-12.30

14.00-14.30
14.30-15.00
15.00-16.00

16.00-17.00

FUTURE

Idex-Inter ED
Coopinform

Intel-Comp

A-tech
Szoma kit
Szémalk

Trading kft

KIDS


http:16.00-17.00
http:15.00-16.00
http:14.30-15.00
http:14.00-14.30
http:11.30-12.30
http:10.30-11.30
http:9.30-10.30

RAINBOW INTERNATIONAL

9.30-10.30. Royal Biitor RT

10.30-11.30

11.30-12.30

14.00-14.30

14.30-15.00

15.00-16.00

16.00-17.00

Délpesti Ep. Szolg. Kozés Vll.

Coopinform

Probitas
Gentleman kft
Szényegtisztitd kft

Lexicor


http:16.00-17.00
http:15.00-16.00
http:14.30-15.00
http:14.00-14.30
http:11.30-12.30
http:10.30-11.30
http:9.30-10.30

ZIEBART TIDY CAR

9.30-10.30 Délpesti Ep. Szolg. Kozds Vall.
10.30-11.30 Duna Interservice

11.30-12.30 Kulner kft

14.00-15.00 Auto-Mobil kft
15.00-15.30 Neményi RT
15.30-16.00 Primaut

16.00-17.00 Delta Popp


http:16.00-17.00
http:15.30-16.00
http:15.00-15.30
http:14.00-15.00
http:11.30-12.30
http:10.30-11.30

Materials Given to Hungarian Attendees,
Budapest Meeting, Jume 21, 1993
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EastEUuroPEL AW, L.

s Affiliatzons
East-Wast Businepsfs gg&t;g Brownstein Zeidman and Lore, YWashington, S C
Rikéea ut 13
\08% 8 b Marun Mandelsahn, London
Hungary
Rudnick & Ke. Chicago
Tarnas Kovacs " Walte. Ch

Tetechors  {36-1] 266-4979
Telefax (36-1) 266-6360

Dear Franchisor:

Welcome to the first business and investment "match” ever held in Central and
Eastern Europe for North Amencan franchisors, to meet prospective investors,
franchisees and master licensees. This 1$ the culmination of the
EastEuropeLaw/U.S. Agency for International Development franchising project.
and I am pleased to report that it appears to be a great success: we have been
required to decline both the requests of additional franchisors to participate
(because they were too late for us to accommodate them) and the requests of .
additional franchisees to participate (because their demand exceeded the time
available for each franchisor).

[ am enclosing a copy of my last fax on this subject from the United States. The
details of both the cocktail reception on Sunday night, June 20 and the June 21
meeting remain unchanged. 1am also enclosing some additional materials which
may be useful for your files. '

Enclosed you will find the schedule of appointments we have arranged for you,
together with such background informanon as we have received on those with
whom you will be meeting. While 1t is. of course. not feasible to do "background
checks" on these prospective franchisees. we think you will be pleasantly surprised
by their caliber and ievel of interest. In all cases, more franchisees expressed an
interest in your company than could be accommodated; and, therefore, it has been
necessary to decline their requests. ’
Finally, a reminder that EastEuropeLaw 1s here to serve your needs. [ will be
available through June 21 at the Kempinski Hotel (telephone 266-1000; fax 266~
2000). In addition, Michelle Andrae and Kathy Cummings of our Washington
office will be available to assist you (Astoria Hotel, telephone 117-3411; fax 118-
6798). :

A



EastEuropPELAW, L.

Tamas Kovacs of our Budapest office (telephone 266-4979: fax 266-6360) will. of
course, be available through June 21 and beyond. And David Koch. an atiomey
who specializes in franchise law m our Washington office will be here for the June
20-21 activities and will remain in Budapest thereafter for some transactionat work
(telephone 117-3411: fax 118-6798). [f we can be of assistance to you. please let
us.know: and. in any event, [ hope you will meet all of our people on June 20-21

Again, welcome to Budapest, and to the growing world of franchising in Central

and Eastern Europe. EastEuropeLaw has made a major commitment to serving the

legal and business needs of franchisors entering the region, and we look forward to
working with you.

Sincezely.

Philip F. Zeidman

Enclosures



ZIEBART TIDY CAR

9.30-10.30
10.30-11.30

11.30-12.30

' 14.00-15.00
15.00-15.30

15.30-16.00

16.00-17.00

Délpesti Ep. Szolg. Kozos Vill.
Duna Interservice

Kulner kft

Auto-Mobil kft
Neményi RT
Primaut

Delta Popp


http:16.00-17.00
http:15.30-16.00
http:15.00-15.30
http:14.00-15.00
http:11.30-12.30
http:10.30-11.30

Materials Given to Hungarian Attendees,
Budapest Meeting, June 21, 1993



EastEuropeLaw, Ltd.

East-West Business Center
1088 Budapest,
Rakéczi at 1-3.

Telefon: 266-4979
Fax: 266-6360




Az EastEuropeLaw, Ltd.

fuggetlen amerikar és angol Ugyvedek es Ggyvédi irodak kozas vallalkozasa.

Mikddést terulete a Kozép- es Kelet-Eurdpaban,
elsdsorban Magyarorszagon, Csehorszagban, Szlovikiaban
és Lengyelorszagban jelentkezd aj Gzlety,
villalkozoi €s oktatasugyr kezdemeényezeések tdmogatasat fogga at.

-

Az
EastEuropeLaw, Ltd.
felépitése
Philip F. Zeidman, dgyvéd Martin Mendelsohn, ugyvéd

Arstulapdonos, igasgald ‘arstulajdonos, jgasgatd
Brownstein, Zeidman and Lore EastEuropelow, Lid

Professional Corporation 2 South Square

Suite 90 Grays Inn
14071 New York Avenue, N W, London WCIR 5HR
© Washington, D. C 20008 Anyha

U.S.A
Telelon (H-71) 2429755
Telefon. (1-202) 879-5770 Fax: {44-71) 4054464
Fax: (1-202) §79-5773 :

-

Kovics Tamis, ugyvéd

Lewis G. Rudnick, ugyvéd ugyveseld gasgald
tarstulajdonos, igasgatd Budapesti lroda
Rudruck & Wolle EastEurupelaw, Lid.
203 N. La Salie Street Easl-Wes! Bustness Centuf
Chicago, |llinos 60601 1088 Budapusl,
LL.5.A. Rakoesny at 1-3.
Telefon: (1-312) 368-4055 Telelon- 2664979

Fax: (1-312) 236-7516 . Fax: 266-6360

.




Az

EastEuropeLaw, Ltd.

a valtozéfélben 1évd kozép- és kelet-eurdpai piacokkal
ismerkedd franchise dtadok,
L2 I

az ezeken a piacokon épitési vdllalkozdsokban és
kereskedelmi fejlesztésben érdekelt ingatlaniigyndkségek,
pénziigyi és fejlesztd vdllalatok,
illetve a felelds minisztériumok,
o e 0

a kizép- és kelet-eurdpai cégek, valamint

a térségben mitkodd, '
vagy ujonnan érkezd amerikai vdllalatok kozétti
ligymenet zokkenOmentes lebonyolitdsban érdekelt

villalkozdsok, '
L I N

tlletve a térség — a franchise és a privatizdcio
kapcsolatit szem el6tt tarté — kormdnyhivatalai

szamara a kovetkezd szolgaltatasokat
nyuajtja:
« JOog1 tanacsadas
« Altalanos tanacsadas franchise ugyekkel kapcsolatban

« Franchise partnerkdzvetités
Magyarorszagon, Europaban és Amerikaban

.« A franchise irant érdekl6d6é magyar vallalatok és vallalkozdk
(franchise atvevdk, franchise atadok stb.)
képviselete Magyarorszdgon és EurOpaban




Cégrink Kelet-Eurdpa irdnti érdeklddését, valamint mifkodési €s
szakértdi teriiletét legjobban talan a franchise-rdl, illetve az
EastEuropelaw, Ltd.-r6l az elmult honapokban irott cikkek mutatjak be.
Ime egy rovid valogatds a szamos megjelent fras kozul:

»A franchise egvedulalld modon alkalmas ) védllalkozdsok alapitasdra
Kelet-Eurdpa valitozo gazdasdgaiban — nwilatkozta lapunknak egy magvarorszdg,
csehszlovakiar €y lengvelorszagi franchise tapasztalatokkal rendelkezd ugyyéd

Ezen orszdgok togyasztd: Kulonosen nyitottak
olvan (y druk és szolgiltatisok befogaddsdra,
amelveknek puaci bevezetésére a franchise az egyik legalkalmasabb madszer
— jelentette ki Philip F Zewdman, a washingtoni afletdségd Brownstein Zeidiman
and Lore ugyvédi roda €5 az EastEuropelLaw, Lid. tarstulajdonosa -

Kelet-Eurdpa orszagaiban a kisvallatkozasok jelentds hagyomanyokkal
rendelkeznek, amelyeket azonban mesterségesen elsorvasztottak a kommunista

tervgazdasdg ddszakdban — mondta Zeidman.. ”

Burenu of National Attairs, 1992 marcrus 30

L1993, janudr 26-dn és 27-én két szokatlan konferencia kerul megrendezesre
Budapesten... Az egésznapos talilkozon — melyet az EastEuropeLaw, Ltd -vel
egyuttmiikodésben az OTP (Magyarorszdg legnagyobb lakossdgi bank)a) tdmogat
- a_franchise modszer lesz a kozponti téma. A honterencidn vdarhatdan részt vesz
-az Allanu Vagyonugynokség, magyarorszagy villalatok és magyar, ~alanunt ameriha
franchise villalkozdsok képviseldi is...

Az AGROBANK altal tamogatot: konferencia meghivottjai kozé tartoznak a
magyarorszdgi élelmiszer- €5 vendéglatdipar alapanyagteldolgozoi,

beszallitsi, forgalmazoi és szakértsi is...”

Riészlct egy 1993 jannart saptonnuagbol

Eurépa poszt-kommunista orszagai nundegyikében a franchise kuldnleges
elonyoket kinal a kilfolds villalkozasok szamdra. Sok orszdg szdmdra ez az
egyetlen modszer az dllanilag irdnyitott és kimeritett kozponti terjesztes:
rendszer félredllitasara...

A franchise-nak azonban egyéb eldnyer is vannak:

A franchise dtvevdk megismerkeduck egy nyugatt értékesitést technoldgudvnl és
szolgditati modszerrel, amelyek birtokiban elsnyre tehetnek szert a helyi konkurrencidoal

szemben... Egyszertibbé vilik a mundség és az dr ellendrzése
A franchise csokkenti a befektetési hockdzatot, ugyanakkor a veg

es vallalatok
alapitisa jelentds tdkeigénnyel és dtlathatatlan jogi komphkﬁci()k{al jarhat.
A ftranchise lényegesen alacsonyabb koltséggel képes egy terméket,
illetve értéE

cesitési mddszert megismertetnj a fogyasztéval.

A franchise az idedlis pszicholdgiai modszer a vaitozo Kelet-Europa
szuletGfélben [éva, és a kockdzatokra kulonosen érzékeny villalkozorétege
szamdra ~ nyilatkozta lapunknak Fazekas Endre, a magyarorszagr McDonald’s
ugyvezetd igazgatdja.”

The Economist, 1991 dprilts o




Franchise — egyediildlld lehetdség a vallalkozisban

Az Egyesult Allamok kormanva a Nemzetkozi Fejlesztések Hivataldt
(A1 D) bizta meg azzal, hogy dolgozzon ki hatékeny programot
a franchise kelet-europai fejlesztesére és a privatizicids tolyamatban valo
szerepeneh megismertetésére

A program megvaldsitasara a nemzetkozi tekintélyd. s a franchise-ban 1gen
nagy gyakotlattal rendetkezd EastEuropelaw, Lid. kapott megbizdst

Ez az egyeduldllo kezdeményezés az Egyesult Allamok hormdnyanak else

cozvetlen tamogatasa a franchise elterjesztése érdekében.

A projekt magdban toglalja konferencidk rendezését Magyarorszdgon és
az Egyesult Allamokban, szakmat anvagok és tanulmdnyok készitését &
terjesztéset a két omszdg vallalkozd, a tomegkommunikdads eszkozok és
a korminyok szdmdra, valanunt a magyarorszdg befektetdh és amerika

franchise dtaddk kozotti kapcsolatok létrehozisa érdekében tett folyamatos

erdfeszitéseket.

A franchise el6nyei

~A franchise és a szolgiltatd szektor egyéb vallalkozasai
magatol értet6dSen hosszGtava és alapvetd elénydkkel
szolgalnak, mert
« jelentGs munkahelyteremtS kapacitassal birnak;

« viszonylag egyszerti, alacsony kockizatd mddszerek
a kulfoldi téke bevonasdra egy bizonytalan piacon;

« gyors terjeszkedést biztositanak;

« megteremtik a know-how, a technoldgia, a betanitas és
tovabbképzés, valamint az Gzletvezetési modszerek gyors
atadasanak lehetGségét;

- a master franchise rendszereket (mint pl. egy privatizalt
hotel-lanc) bekapcsolja a hasonlé rendszerek halézataba
szerte a vilagon, biztositva ezaltal
a mar hatasosan miikodd franchise-ok elényeit és
tapasztalatainak Atadasat.”

Enst/West Exccutive Guinde, 1993 janir

~Amenkai franchise villalatok képviseldinek eddigt legnagyobb csoportja
érkezik Kozép-Eurépiba, hogy jlanius 2i-én Budapesten taldlkozzon az
amenkai termékek, szolgdltatisok és franchise megolddsok irdnt érdeklédd
magyarorszdgi befektetdkkel és potencidlis master franchise dtvevikkel
Az egynapos konferencia kiemelkedd eseménye »A franchise Kozép- es
Kelet-Eurdpdban: Mag; arorszdg« nevld programnak, melyet két, nemzetkozi
franchise-zal fogialkozé szervezet, az Egyesult Allamok Nemzetkozi
Fejlesztések Hivatala (A.1.D.) és a Budapesten bejegyzett EastEuropeLaw,
Ltd. kilenc hénappal ezel6tt inditott Gtjdra.”

Részlct a Nemzetktizi Franchise Kindlites saptomiyngnbol, 1993, dprilis




Az Egvesult Allamok Nemzetkozi Fejlesztések Hivatala (A'1D)
védnoksége alatt futd program keretein belul
— a cseh, a szlovdk, illetve az orosz kormanvok felkéresere —
az EastEuropelLaw, Ltd tevékenyen részt vett ezen orszagok
lakdsugyr torvényeinek kidolgozasaban, kaldnds tekintettel
a magantulajdonban levd vagy keruld epuletek torvenyi
szabdlyzasdnak el¢készitésére Csehorszagban és Szlovakiaban,
valamint egy egységes lakdsugy! torveny osszedllitasdra
Oroszorszagban...

Az EastEuropeLaw, Lid. és partnerirodai konferencidk rendszeres
sZervezésével (legutdbb Buigaridban és Szlovénidban) segiti eld a
franchising és a privatizacio eldmenetelét Kelet-Eurdpaban. Emellett
természetesen valtozatlanul all egyéni  lgyfeler rendelkezeésere
franchise-, ingatlanpiact €s egyeb Uzleti tandcsadd szolgdltatasanal.

Az EastEuropeLaw, Ltd. munkatarsai szivesen allnak az
On rendelkezésére is.
Ha dgy litja, hogy tudunk Onnek segiteni iizleti tervei
megvaldsitisiban Kelet-Eurépa orszagaiban, kérjiik
keressen fel benniinket valamelyik irodankban.




EastEuroPEL AW, Ltd.

Affihations
Eastiest awm&: Cmteg Brownstein Zesdman and Lore, Washungton, & <
Rikden & 13 f y
] Martin Mendelsohn, London
Hungary Rudnick & Wolfe, Chicago
Tamas Kovacs

Telephooe®  (36-1) 2664979
Tatefae  (36-1} 2666360

Tisztelt JovGbeli Franchise Atvevo!

Udvizoljiik Ont az els6 -- kelet-eurGpai és amerikai tlizletemberek kizott megrendezésre
kertil§ -- franchise taldlkozé alkalmdbél, mely lehetGséget biztosit a befekietni
széndékoz6 villalkoz6k és franchise-, illetve master franchise 4tvevOk szdméra a
franchise 4tad6k kozelebbi megismerésére.

A taldlkoz6-az EastEuropeLaw, Ltd. ligyvédi iroda és az Egyesiilt Allamok Nemzetkdz
Fejlesztések Hivatala (A.L.D.) 4ltal kezdeményezett franchise projekt kiemelkeds
eseménye. Bliszkén jelenthetem ki, hogy a rendezvény irdnt a vartndl sokkal nagyobb
€rdekl6dés mutatkozik. Sz4mos franchise 4tad6 jelentkezését vissza kellett utasftanunk,
mert késon jelezték részvételi szdnd€kukat €s ugyancsak szdmos franchise dtvevdnek
kellett nemet mondanunk a taldlkozd rendelkezésére 4116 id6 szikdssége miatt.

Mellékelve kiildom Onnek a taldlkoz6 id6beosztdsét, mely részletesen tartalmazza a
franchise 4tad6k neveit &s a megbeszélések idSpontjait. Amennyiben a megheszélések
idGtartamdrdl kiilon emlit€s nem esik, ugy ezek hossza taldlkozdénként egységesen
valamivel kevesebb, mint fél ¢ra. Valészinileg rendelkezésére dllnak mdr informécidk a
franchise dtad6krdl, akikkel taldlkoznikivdn, igy a személyes megbeszélés lehetdséget
nytjt majd ezek elmélyitésére. Mindazon informdcidkat, melyeket az EastEuropeLaw-
nak dtadott, tovdbbitottuk a franchise dtadé(k)nak.

A raldikozd programjdn kiviil tisztelettel kildom Onnek az aldbbi néhdny aprdsagot,
melyeknek remélem haszndt ldtja majd:

* Azels§ -- a franchise tdrgyiban magyar nyelven kiadott -- kdnyvet,

*

egy rovid ismerietdt az EastEuropeLaw, Ltd. ligyvédi irod4rdl, valamint
*  a" Some Thoughts About International Franchising for the Prospective
Investor on Master Licensee™ cimi angol nyelvi tanulmdnyt, mely ugyan
eredetileg az ez évben Washingtonban megrendezésre keriilt Nemzetkozi
Franchise Kidllt4s kiilfoldi érdekl6dS6i szdmdra késziilt sszedllftds, de On
is minden bizonnyal tal4l benne hasznos informdcidkat.

Végezetiil szeretném ezt az alkalmat kihasznélni, hogy bemutassam Onnek az
EastEuropeLaw, Lid. ligyvédi iroddt. Remélem, hogy jinius 21-én lesz alkalma
taldlkozni washingtoni irod4nk munkatdrsaival, budapesti iroddnk vezet§jével, Dr.
Kovécs Tamdssal (akivel m4r bizony4ra tébbszir is beszélt) és jomagammal, aki itteni
iroddnk megnyitdsa 6ta- mdr legaldbb egy tucatszor jirtam Budapesten.

Fiiggetleniil attél, hogy a jinius 21-i megbeszélések iizletkitéssel zdrGdnak-¢, vagy
csak informdciégydjtést szolgdlnak, remélem, hogy sikeriil maradéktalanul
‘rendelkezésére dllnunk jogi természetd €s egy€b igényei kielégités€ben.

Tisztelettel: y / 7 'z

Philip A\Zgidfnan
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ELOSZO

199G dpriisaban abban a megtiszielieiésben volt részem. hogy eldado-
Ldal rdsze veheliom az 1. Magyarorszdgi Franchise Férumon Ez volt az
s alkalom Kozép- és Kelet-Eurdpdban. amikor lehetdség nvilt a fran-
Caoise bemutardsdra. Az eladdssorozat legmaradandébb emidke szd-
~Swomnd. hogy a zomeében dllarmi véllalatok képviselSibol dlié hu[lmids&v
szinte Kivolt ¢hezve az informdcidkra. Nem tudtam elegendd mennyviséud
saeretanyagot nydjtani szdmukra, amely ezt a rendkivil nagy Shedget
Soiilapitant tudia volna.

Arca gondoliam, mennyire fontos és hasznos lenne, ha a {franchise-rdl

magyvar nyelvd frdsos anyagok 1s a hallgaiésdg rendelkezésére dllndnak.

Nemcsak ezen a forumon vald felhaszndldsra, hanem a téma irdnr érdek-

i6¢0k sokkal szélesebb kore szimdra is. Es most, nem egészen egy éviel

:—eiubb megszuleteit ez a munka, amelynek célja a franchise-zal kapeso-
atos legfontosabb ismeretek bemutatdsa.

z emmidlt évben Kozép- és Kelet-Eurdpdban tett utazasaim sordn megér-
tetten. hogy ez a fajta "éhség” nemcsak Magyarorszagra, hanem e térsey
toobi orszdgaira is jeilemzd. Egy nemzet, amelynek csaknem két generd-
ci6ja el volt zdrva annak iehet@ségéidl. hogy tehetséges polgdrar kibonta-
Koztathassdk rermészetes adottsigaikat uzleti vdllalkozdsok
151rahozdsdban és sikeres mukodtetésében, bszionosen sovdrog az infor-
mdcrd minden morzsdja utdn, amely 1lyen tapasztalatokkal ismertett meg
Mds orszdgok pozitiv példii azt sugalijdk szdmdra — amit az elmult 10
¢v minden yen irdnyd prébdlkozast elnyomd rendszere csak negatiyuni-
ként emlitett —, hogy ondll6, egyéni viilalkozdként 1s érhet el jelentds
uzieti sikereket. Az egyén személyes bol- doguldsa és gazdagodisa révén
pedig az egész tdrsadalom gazdagodik &s elébbre jut.

11
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T fdn megadhaga a vdlaszt erre a kérdésre a fejlddésre és meguiju-
szinte korldtlanul Képes tranchise amelyet sokan a jov§ vdllalkozdst

tormd Jdndk tartanak.

Philip F Zewdman!

Sadeges 1991 janud

Py
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Dr. Plulip F. Zewdman, ugyvéd (Washington, D.C.), az International Franchise
Association dltalinos tandesaddja, 4 franchise viligszerte egyik legelismertebb
szakértdje. Az East Europe Law Budapest befekieiés: roda egyik alapitéya. amely
segiti a franchise elterjedését Kozép- és Kelet-Eurdpaban.
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Material Given to U.S. Franchisors Attending

Budapest Meeting, June 21, 1993



EastEuropeLaw, Lid.-U.S. Agency
Jor International Developraent

A Meeting for U.S. Franchisors and
Prospective Hungarian Investors

Budapest June 21, 1993
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Preface

Todav a growing number or people m Hungary are
considertng serting up ther own enterprises, manv are
dreaming of becoming their own bosses. but they are
taking the first steps towards becoming an entrepre-
neur with great difficulty for partly being afraid of fa-
ilure and partly due to the lack of conditions, namely
the lack of entrepreneunal knowledge and financial
resources. At the same time one tvpe of enterprise,
franchise, helps these dreams to become true. This Ye-
arbook has one objective: to help these plans to be
put into reality, to give foothold for those who are in-
terested in starting a franchise business.

The Hungarian Franchise Association has begun its
full operaticns in 1993. In practice this means that we
would like to spread knowledge about franchising,
and also would like to make franchise a real possibiity
for all those interested in . At the same ume, we
da not forget thase either, who are already operating
a franchise type of business, for those we would like
to create such an operational environment which mo-
re and more resembles the franchise environment and
practice 1n the West. All the events organized by us.
all our publications, as well as the work conducted
in our working commuttees have this single objective.

In other words, our basic objective 15 to create a
market for franchise. Market in this context means the
presence, the supply of the systems to be adapted,
as well as the arcle of those interested n adapting
franchise. The shaping of the market 15 in the interest
of both those who are already franchisors and of those
entrepreneurs who are franchisees. The objective of
the franchisor is to have as big a network of his own
systemn as possible, while the objective of the franchi-
see is to have as great a choice as possible between
franchise systems within the scope of his interest and
hnancial possbilities. Furthermore, the development
and market building possibility can aiso be nteresting
for the entrepreneur who wouid like to share his suc-

cess with others who share their .ecret or success
and also the nnancial secret with him This 1s how ba-
sicallv the new tranchise svstems and nerworks come
into being. But the plavers in the game cailea ran-
chise market have to be prepared and gain knowledge
on the legal frame and forms of conduct characteri=uc
to tus kind of market, regardless or whether he or
she 15 a franchisor or a franchisee. The Yearbook also
would like to help n gaining this kind of knowledge

The Hunganan Ffranchise Assgciation, as a full
member of the European Franchise Federauon EFF
Paris) receives a tremendous protessicnal help in 1ts
activities, while a further help 1s given to it bv the In-
ternational Franchise Asscaiation based in Washingron,
as well as by other national associations that it alreadv
has a good working relanonship with This publication
s bilingual for we would like to raise the interest i
not only those alreadv present in the Hunganan mar-
ket but also of other toreign tranchisors m order
bring them into the country. In other words we winad
like to create such an environment in which *ne o
tenual Hunganan franchisee could choose oebaeen
many franchise licenses. So we would ke tu rroo
duce the Hunganan franchise market to the potentai
foreign parucipants, as well

The First Hunganan Franchise Yearbook couid ren
have been brought into being without the help or "pe
Trade Development Fund of the Hunganan Minisin
of Intemational Trade Relations and without the spon-
soring of the K&H Commercial Bark Ltd. The Hun-
garian Franchise Association would like to express o
utmost gratitude to them and to all those who have
helped 1ls activities.

April, 1993

Endre Fazekas
President
of the Hunganan Franchise Assor..bee
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. Az EastEuropelaw Ltd. fugggetlen amerikal és angol
agyvédi iroddk egyuttes vallalkozasa, melynek
elsd kelet-eurépar iroddja
Budapesten miikodik.

Az EastEuropelaw Ltd. jogi és uzleti tandcsaddssal segiti
a franchise irant érdekl6dé magyar vallalkozdkat és vdllalatokat, valamint
a Kelet- és Kdzép-Eurépa ) pracarra belépni kivand
nemzetkdzi franchise vdllalatokat.

Martin Mendelsohn Brownstein Zeidman Rudrick & wolte
London and Lore Chicago
Tel: 1071) 242-9755 A Professional Lewis G Rudrick
Fax: 1071) 405-4464 Carporation Tel (312) 368-4053
Washington. D.C. Fax. 1312) 236-7316

Prubp F Zeidman
Tel: 202) 879-5730
Fax- -201 B879-5773

Az EastEuropelaw. Ltd.. orommel segiti Magyarorszag,
a Cseh Koztarsasdg, a Szlovdk Koztdrsasdg és Oroszorszdg kormanvait,
az Egyesiilt Allamok “emzetkozi Fejlesztési Hivatalaval
és mds amerikal szenezetekkel egyiittmikodve,
hogy konferencidk és szeminanumok rendezése Gtjdn megismertesse
és elfogadtassa a franchise fogalmdt ebben a régidban és timogassa azon dllami
vallalatokat, amelvek iranchise segitségével kivdnnak
a privabizacid Utjara iépni.

EastEuropelaw, Ltd.
Kovdacs Tamads

East-\West Business Center
Pt. 300/25
Rakacazi at 1-3.
1088 Budapest

Tel.: 136-1) 266-6360
Fax: 136-1) 266-6360

HIRDETES

i3



Letters Sent to U.S. Franchisors
Following June 21 Meeting




EastEuropelaw, Lid.-U.S. Agency
for International Development

A Meeting for U.S. Franchisors and
Prospective Hungarian Investors

Budapest June 21, 1993
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Preface

Todav a growing number of people in Hungary are
considening setting up their own enterprises; many are
dreaming of becoming their own bosses, but they are
taking the first steps towards becomung an entrepre-
neur with great difficulty for partly being afraid of fa-
tlure and partly due to the lack of conditions, namely
the lack of entrepreneunal knowledge and financial
resources. At the same time one type of enterprise,
franchise, helps these dreams to become true, This Ye-
arbook has one objective: to help these plans to be
put mnto reality, to give foothold for those who are in-
terested in starting a franchise bustness.

The Hungarian Franchise Association has begun its
full operations in 1993. In practice this means that we
would like to spread knowledge about franchising,
and also would like to make franchise a real possibitity
for all those interested In it. At the same time, we
do not forget those either, who' are already operating
a franchise type of business, for those we would like
to create such an operational environment which mo-
re and more resembles the franchise environment and
practice in the West. All the events organized by us,
all our publications, as well as the work conducted
in our working committees have this single objectve.

In other words, our basic objective 15 to create a
market for franchise. Market in this context means the
presence, the supply of the systems to be adapted,
as well as the circle of those interested in adapting
franchise. The shaping of the market 15 in the interest
of both those who are already franchisors and of those
entrepreneurs who are franchisees. The objective of
the franchisor is to have as big a network of his own
system as possible, while the objecuve of the franchi-
see is to have as great a choice as possible between
franchise systems within the scope of his interest and
financial possibilities. Furthermore, the development
and market building possibility can also be anteresting
for the entrepreneur who would like to share his suc-

cess with others who share therr secret of success
and also the ninancial secret with him This is how ha-
sicallv the new franchise systems and networks come
into being. But the plavers in the game called fran-
chise market have to be prepared and gan knowledes
on the legal frame and forms of conduct charactenisuc
to this kind of market, regardless or whether he or
she is a franchisor or a franchisee. The Yearbook also
would fike to help in gaining this kind of knowledge

The Hungaran Franchise Assocration, as a full
member of the European Franchise Federation (EFF
Panis] receives a tremendous protessional help in s
activities, while a further help 15 given to it by the in-
ternational Franchise Asscoiation based in Washingion,
as well as by other national associations that it alreadv
has a good working relationshtp with. This publication
15 bilingual for we would like to raise the interest of
not only those already present in the Hungarian mar-
ket but also of other toreign franchisors in order
bring them into the country In other words, we would
like to create such an environment in which ne po-
tential Hunganan franchisee could choose between
many franchise licenses. S0 we would like 0 ntro-
duce the Hungarian franchise market to the potental
foreign participants, as well.

The First Hunganan Franchise Yearbook couid nat
have been brought into being without the help or the
Trade Development Fund of the Hungarian Mimistry
of International Trade Relations and without the spon-
soring of the K&H Commercial Bank Ltd. The Hun-
garian Franchise Assoctation would fike to express is
utmost gratitude to them and to all those who have
helped 1its activities.

Apnl, 1993

Endre fazekas
President
of the Hungarian Franchise Association
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Az EBastfuropelaw Ltd. fiigggetlen amerikai és angol
ugyvedi wrodak egyuttes vallalkozasa, melynek
elsd kelet-eurdpai irodaja
Budapesten mukadik.

Az EastBuropelaw Ltd. jogi és uzlet tandcsaddssal segiti
a franchise irdnt érdeklddd magyar villalkozékat és véllalatokat, valamint
a Kelet- és Kozép-Eurdpa (j piacaira belépni kivané
nemzetkdzi franchise vallalatokat.

Martin Mendelsohn " Brownstein Zerdman Rudnick & Wolfe
London and Laore Chicago
Tel (071) 242-9755 A Protessional Lewss G Rudnick
Fax: (071) 40544464 Corporation Tel: (312} 368-4053
Washington, D.C. Fax: (312) 236-7516

Philip ¥ Zeidman
Tel- 1202) 879-5730
Fax. 12021 879-3773

Az EastEuropelaw. Ltd.. drommel segiti Magyarorszag,
a Cseh Koztarsasag, a Szlovak Koztarsasig €s QOroszorszdg kormanyait,
az Egyesiilt Allamok Nemzetkoz: Fejlesztési Hivatalaval
és mas amerikai szervezetekkel egylttmikodve,
hogy konferencidk és szemmnariumok rendezése Gtjdn megismertesse
és elfogadtassa a franchise fogalmat ebben a régiéban és tdmogassa azon dllam
vélialatokat, amelvek franchise segitségével kivdnnak
a- privatizacié atjdra lépni.

EastEuropelaw, Ltd.
kovdes Tamas

East-West Business Center
Pt. 300/25
Rakocz Gt 1-3.
1088 Budapest

Tel.. (36-1} 266-6360
Fax: 136-1) 266-6360
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Franchise-taldlkoz6 Budapesten .

Az eddig leprepesehd amen-
kai Iranchise-s2akéniu 2soport
tart na egesz napas vzlel wid ko
2O potencuilis magyar rendszer.
dtvevikkel Budapesten Az ame-
nka: érdek]&dés hazdnk :@ant nem
véletlen -— Magvarerzagen mar
tobb nunt 150 franchise-renas2es
mikodik igaz, munegy feis na-
zai fejlesziesd

A Eranchise Kdzép- 25 Kejet-
Burgpdban. Magyarorszag nevet
viseld projekt »eszekdém tarydk
mg 2 taldikozat A projestet 1z
Egvesult Allamok Nemzetkou
Feflesctés: Ueynoksége 1LUSAID:
&5 a budapesu sz3krelvi. nemzet-
kbzi framchuse-ra szakasogon
upyvedi trega. as Easi-Eurgpe
Law, Lid. kilerc hunspoas 22e 3u

-

inditoria utdra Célja, hogy Ma- -
Zvarorszdg.n tovibb népszemisit-
se a viligon citeried! frarchise
uzernelttetési formd, ilierve hogy
bernuiasson ofvan franchise-rerc-
szerczel, amelvek ndsui mar
nagy s.rerekel ertek el Koztux
bemutatkozis a gépdnmitarto e
kok és szotedltaidsok franchise-
rendszer kereshedGhalozata, a
Zizbart Tudy Car: a Midas [pre
naironai Corporanon autdiavito
hdldzat; a szdnye2- és butorkdr-
2-0521it¢ Ranbow Internacional;
2 Big Bov Restaurant Systems 3
marhastitre  specidlizaiddo:
Arbv's: vagy eoren a City Looks
ov :he Barbers hajszaton-hdldzat

N.Y.Zs. !
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 Beszivargé
Amerika

Rangas, 2qynapos uzled
talathozot rendeznek ma Bu-
agapesten Edog még soha
nem jart nalunk ilyen szintd
amerikai  Uzletemberekbdl
alid xuldotiség, amely Uyvila-
ai emeékek, szolgaltatasok
as franchise megoldasck
Tant ercexiodé magyar- be-
fektetdkkel talaikozik.

Széles a valaszték, amiveal
az amerikaiak megprobai-

nak beszivarogmi a magyar .

gazdasaghba az Eastkurcpe
Law. Lra. altal dsszehczott
talalkozon.

1993, junius 21., héitd
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A FRANCHISC {E[TSD. FRENCSAJZ) iényepében frcenchereshedelern megillapadis aminsk
{rtetmében egy villadat (francdidaor, azaz tadd} Jogot ad egy mistk val'sjatnak {frenchisee az3z
itvevG) ura, hogy bronyos Siledt tevékenységet 17 Atadd ritleipolitkdjéval, gvakorlatival,
eljdrisival & 1z {ftala bevezetsts drukkal osszharghan folvrasson

A franchlsve olyan villalkozdsl csomagot nytjt i, amely hosszd idvon stayntolja a franchisee
stkerdt A csomagban benne van 1 lelles know how beleértve 1 szakmar Irdnyelverel es 1
marketinget is.

A franchisenak jelentds & mynkabelytersmid képessége, ebbe a kdrbe gyakran lépnek be
csalidi vallalkozdsok. A2 ilyen formdban beinduls vilialkordsok sokkal.sikeresebhek, mint oz
onalidele stwszticailag kimatathato, hogy harmadanny) {ranchise megy tankre, mint 2 mis
form4ban mikods cép Misképpen: az Drletember sajit villalkorisihan megvalositia otlertt,
bavezét 1 mirkanevet, rekliniozyy, sikerte vigzt Rendszergazdivi akkor villk, amikor & bevalt
Stletet abaverstett mirkanévvel, tapasztalatokkal egyutt Atadjr olyanokaak, skik sydttoke]iis
fejleszlik tovibb 1 rendwmcrguzda 3l edinditost bildzator Az ftvevdk énidlld villalkozdk
marzdnak, SWupdn a rendszerre fejlesziett nker huszndlatiére N2etnek Kisdbb a rendszergazda
mir nem az eredets terméket vagy szolgiftardst éridkesttl, hanem a know-how ¢

Ennek 3 sapitos xnow-how-piacnah megvannak a szhalyal, megvan az wrled kulbirdja
Magysrorszagon még most 15 §f keletSnek syicut <z a villalkordstipus Igazibél a Bibolaa~
McDonald s vegyes villalat {élreibtie nyomdn jelent meg nilunk (habdr kezdetben a McDonald's
sem franchise formiban mikadde).

ddra sokan felismerték 2 benne regid lenetdséyeker mintegy 150 ilyen dpusii vélladkozishan
iozzivetSleg 1700 magyar vallalkazs drdekelt

CRIFF
1993 06 1 1
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Franchise-forum

Amoerikar franchise-rendszerelr
mutatkoznak =a'd be 2 ma-
ovar betextaiok eldi azon a ;i-
ntds i-iky budapest; talalke-
zon. ameiyen scr <xerul harom
uziet: szolgalratds névhaszna-
lati joganak felajanlasdra is




American franchise systems for Hungarian investors

from our carrespondent

American frunchise systerns will be in-
troduced to prospective Hlungarian fran-
chisees at a meering called ‘Business and
Investment Match™ held in Budapest on
June 21. The franchise rights of three dif-
ferent service businesses will be offered.
The meeting will be held under the aus-
pices of EastEuropeLaw, Ltd., a
Budapest-based law firmm, ‘The three fran-
chisors attending the meeting include

Rainbow International, a carpet dying and
cleaning company, Mr. Rooter. a firm of-
fering plumbing and draiwn cleaning ser-
vices. and Worldwide Refinishing, a
company that refinishes porcelain and
other household surfaces. All three com-
panies are mermbers of The Dwyer Group
which operates close to 2.000 franchise
units 1 20 counmries of the world.

Vildggazdasdg, &'9/493

Will franchise win auraction?
Hungarians like Western ways

Amecrican franchise companies wishing
to expand their business practices and
services in Hungary found the results of
talks conducted with potential partners ab-
solutely useful and successful.

In the framework of a project initiated

by the U.S. Agency for International
Development, & i of seven American
entreprencurs have recently ¢ontacted rep-
resentatives of three dozen Hungarian
businesses. With the help of Zarex Kft, &
Hungarian company playing a significant
role in franchising, the organisational
work was underuken by EastEuropeLaw
(EEL), an international law firm engaged
in the distribution of franchise systems in
Hungary and in legal advising. The meer-
ing was exciusive, details of the talks have
not been released.
The Americans represeated a number of
arees of the service and producuon ssetor,
ranging from hair- and sutomobile care ©
fast food services which, thanks to
McDonald’s above all, is also gaining a
ground in Hungary. EEL s representative

held it fortunate that also Hunganan pni-
vate companies sought contacts and
paved way for relationships with the sig-
nificant American businesses,
There is & hope that, through Hungarian
undertakings, additional American mar-
keting systems will take root in Hungary.
Although the U.S. AID project sup-
porting the expansion of franchising has
ended for the moment. further actions
promoting franchise sysiems will soon
follow. Based on the significant interest
of Hungurian businesses in the one-day
meeting (the 35 compames scheduled for
1alks were pre-seiecied of 60 applicants)
and on master franchise conmacts to be
signed between Hungarian and foreign
companies, it is expecied that a number of
subfranchisees will join these master
franchisors, thus creating a network of
trading and service businesses of uniform
image and quahty in the whole country.
0% of the participants of the American-
Hungarian franchise meeting in Budapest
carne from cites of the countryside.

Magyar Nemzet, 7/1/93
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SUCCESSSY STEMFEE

FRANCHISING is essentially a trade of licences: an agreement between rwo compa-
nies within which one of the companies (the franchisor) grants the other (the fran-
chisee) rights to conduct certain businesses in accord o the franchisor’s business pol-
icy, practice, cancepts and products inwoduced by the franchusor.

The franchisor provides the franchisee with a business package that guarantees the
suceess of the franchise on the long term. The package contains the completz know.
how, including business-specific directives and markering concepts

Franchising significandy aids the creation of jobs. Franchises are often operated by
famili¢s. Franchisc undertakings proved to be more successful than other businesses:
statistics show that three times less franchised businesses go bankrupt than non-fran-
chised ones. In other words: in his undertaking the businessman realizes his own idea,
ntroduces the brand name, advertises it and makes it & success. He becomes a fran-
chisor when he passes the successful ides, together with the introduced brand narme and
his experiences, to those who, by investing their own capital, further develop the net-
work set up by the franchisor. The {ranchisees remain independent enmrepreneurs, they
only pay for the use of the successful system. Instead of the onginal product or service,
the franchisor only markets the know-how afterwards,

This particular know-how market has its own rules and its own business culture,
however, this type of business is considered a novelty in Hungary. In fact, it first ap-
peared in connection with the creation of the Bidbolna-McDonald's jolnt-venture
(although not even McDonald's operaied as a franchise business in the beginning).

To date, many discovered the possibilities of franchising: there are about 1,700
Hungarian businessmen with interests in the close to 150 franchised underakings,

Griff6/11/93
Franchise " America Infiltrating
Forum

A prestigious one-day business meatng will be
American franphisc held in Budapest joday. So far, never has an
systems will be intro- American business delegation of such level visited
duced to Hungarian us, planning w meet with Hungarian investors in-
investors on June 21 terested in products, services and franchise tech-
in 8 Budapest meeting niques of the New World.
where also franchise Wide is the selection with which the Americans
rights of three busi- . seek to infiltrate into the Hungarian economy with
ncss services will be the help of this meeting organized by
offered (to interested EustEuropeLaw, Lid.
investors).

Mai Nap 6i21/93
Népszabaclsdg 6718193
H
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Franchise meeting in Budapest

The largest-so-far delegation of
American franchise experts attend a one-
day business meeting with potential
Flungarian franchisees in Budapest today.
The American inierest in our couptry 1§
not an accident: there are over 150 fran-
chise systems operating in Hungary, half
of which were developed locully.

The meeting is held as part of the
*Franchise in Central and Eastern Europe:
Hungary' project. The project was
launched nine months ago by the U.S.
Agency for International Development
{USAID) and EastEuropelaw, Liud., a
Budapest-based law firm specializing in

internanonal franchising. The goal of the
project is to further promote the wide-
spread concept of franchising, as well as
to introduce franchise systems which al-
ready gained success elsewhere These
inciude Zicbart Tidy Car, a network of
franchised businesses offering car acces-
sories and protection services, the Midas
Internatonal Corporation cur repairing
network, Rainbow Internatonal, a carpet
cleaning business, Big Boy Restaurant
Systems, Arby’s, specializing in beef-
steaks, and the City Looks by the Barbers
network.

Magyar Hirlap 6/121/93

OFFERS OF THE LARGEST INVESTORS
New Franchising Program

A largest-so-far group of representatives
of franchise systems arrived in Budapest
to meet Hungarian investors .and potzatial
franchisces interested in American prod-
ucts, services and franchising concepts.
The American franchise delegation is
claimed by the orgunizers to be the largest
one éver visiting Cenmral Furope.

The one-day meeting is the culmina-
tion of the ‘Franchising in Central and
Eastern Europe: Hungary' project which
was launched nine months ago by the
1.5, Agency for Intermational Develop-
ment (USAID) and EastEuropeLaw, Luﬁ,
a Budapest-based law firm specializing in
international franchising. The purpose of
the project has been to introduce 10
interested parnes the concept of
franchising which, functioning highly
successfully elsewhere in the world, may

be expected to reach similar resulis also in
Hungary.

Previous meetings, co-sponsored by
banks and other organizations have
sought to identify potennal franchisees in
Hungary. A number have already been
identified; but, subject to limitaton of
time, this meeting will provide an addi-
tional possibility to intarested companies
to meet in person with important
American franchisors. The American
businessmen artending the meeting repre-
sent_xprestigious companies of solid capi-
tal. These include car dealers, a car repair
chain, clothes, fumniture and carpet
cleaning services. a special chain of
restaurants, a computer company, a chain
of barber shops as well as an interior and
office decoraung service.

Pesti Hirlap 6i22/93
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Franchise delegation from
overseas’

A largest-so-far  group of
representatives of American franchise
systems will soon visit Budapest. The
exclusive meenng, planned for seven
perticipants, will introduce to potential
Hungarizn investors Zicbart Tidy Car,
a car accessories marketing business,
Rainbow International, interested in on
location carpet and furniture cleaning,
and Speedy Car-X, Inc. car repair
chain.

Two companies came from the
catering scctor; Big Boy Restaurants
Systems, and Arby's, the fast food
network specializing in sandwiches.
Future Xids' system is based on
computer education; the *City Looks
by the Barbers’ name depicts hair
saloons and the markenng concept 1o
operate them. Representatives of
Decorating Den, the first franchised
interieur and office decorating service,
will also come 1o Budapest.

Vildgg guzdasdg 6/18/93
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% Franchise-delegacio
4 tengerentillrol

Az amerikai franchise-rend-
szerek ‘képviseldjnek eddigi
legnagyobb csoportja latogata
napokban Budapestre. A hgt-
fore tervezett zartkdni izleti
talaikozon potencialis hazal be-
fektetdk elott bemutatkozik a
gépjarmiitartozekok keresks-
delmevel foglalkozd Ziebart |
Tidy Car, a helyszinl szényeg .
és kdrpittisztitdsban eérdekelt -
Rainbow International és a
Speedy Car-X Inc. autdjavité
szervizhalozat. ‘

A vendéglatoiparbol ketten
vannak: a Big Boy Restaurants
Systems, illetve a gyorskiszol-
galdsraspecializaiodott Arby's |
szendvieshalozat_ A szdmito-
gépes oktatasra ¢piil a Future
Kids rendszer, mig a City
Looks by the Barbers nev haj- |
szalont es az ennek mikodte- |
téséhez sziikseges marketing- !
rendszert foglal magaba. Bu-
dapestre jonnek a vildg elsé
franchise-rendszerben mitks-
d6 lakasbelsd- es irodadekora- .
cids szolgaltatasra létrejStt De-
corating Den cég xepviseldi is. |

S. Gy. ¢
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A LEGNAGYOBB BEFEKTETOK AJANLATA!

Uj franchise-program

ALE.P

Amenkai ° franchise-rend-
szerek *képviselSinek eddip
legnagyobb csoportja érke-
zetw Budapestre, hogy talal-
kozzon az amerika: termékek,
szolgaltatasok és franchise-
megoldasok irdnt érdekisds
magyarorszign befekietdkkel
és potencidlis Atvevdkkel A
szervezdk szernt 2z A legna-
gyobb amerikal franchise-de-
legais, amely valaha 15 Ko~
zép-Eurépéba ldtogatoit.

Az egynapos lzleti wldlko-
26 kemelkedd eseménye a
~Iranchise Kdz2ép- és Kelet-
Eurdpdban: Magyarorszag”
nevd projektnek, amelyet az
Egyesult Allamok Nemzetko-
z1  Fejlesziésének  Hivatala
(USAID) és a budapesti szék-
helyd, nemzetkdzi franchise-
ra spectahzdlédott agyvédi
iroda, az East Europe Low
Lid. kilenc hénappal ezeléu
inditott atydra. A projeke cél-
J2, hogy a franchise- modszert
bemutassdk az -érdeklsddk-
nek, amely egyébként a vilig

mm—— ——

szimos részén kemelkedd si-
kerrel . mukoaik, s virhatéan
hasonlé eredményekkel hasz-
nosithaté Magyarorszdgon 1s.

A Rorabbi bankok és egyéb
szervezetek 4ltal 1s tdmogatornt
talalkozok mar megkisérelték
felmérni és szdmba venm a
notencidlls franchise-divevdk
korét Magyarorszdgon. Tobb
véllalkozdst mar kivalasztos-
tak, ez a mostani taldlkozd
azonban a rendelkezésre illd
1dén beliil djabb lehetdséget
biztosft az érdeklédSknek,

. hogy személyesen ismerked-

hessenek meg jelentds amen-
kai franchise-araddkkal. A ha-
zdnkba érkezett amerikai Qz-
letemberek 6 nevd, nagy to-
keerdvel rendelkezd cégeket
képviselnek. Ezek kozou sze-
repel  gépjirmikereskeds,
gépjirmijavits-haldzat, Tu-
ha-, butor-, kirpit- és szd-
nyeguszt{té-tiziethalézat, ku-
lénleges éueremhalézat, szée
mitdstechnikai cég, fodrisz
azler-haldzar és lakashelsd-, 1}
letve irodadekoréci6s szolgil
tatd cég egyarant.
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Franchise-taldlkozo Budapesten

Az eddiq legnepesebb ameri-
ka Iranchise-s2ukénéi 2soport
tar tna ¢gesz papos uzlen mkiiko-
26t potencrilis magyar rendszer-
dwvevikkel Budapesten. Az ame-
rikat érdekfdés hazdnk trant nem
véletlen — Magvarorzagon mar
tebp mint 150 franchise- rendszer
mikidik. igaz. muntegy fels ha-
za fejlesmesi,

4 Franchise Kdzép- és Kalet-
Eurépaban’ Magyarorszdg nevet
viseld projekt reszeként tartjdk
ma a (aldtkozdt. A projekiet ag
Egyesult Allamok Nemzekbz
Fejlesutés: Ligynoksége (USAID)
&5 a budapesti székhefvi. nemzet.
kozi franclise-ra szakosodort
Wgyvedt roda, ar East-Europe
{aw, Lid. kilenc hunappal ¢zelén

indivotia dydra Célja, hogy Me-
gyarorszigan tovdbb nepszerlsit-
se a vildgon chierjedt franchise
iizerneletést format, ilietve hogy
bemutasson oiyan franchise-renc-

szerexet, ammelvek mdsutt mas

nagy sixereket entek el Kdztux
bemutatkozth a gépdnmiariose-
kok &5 szolgdliaidsok francnise-
rendszers kereshedShaldzan, a
Ziebart Tudy Car: 3 Midas Inter
national Corporation autéiavito
hélézat; a szonyeg- és butorkar
pit-1isze{ié Rainbow Intermational;
a Brg Boy Restaurant Systers: 2
merhasitltre  specralizaiddou
Arby's: vagy eopen a City Looks !
oy the Barbers hayszalon-ndldzat ;

P —

aneca aa? T ar ) Te at

ap - T8



Atk

<+ Beszivargd
Amerika

Rangos, sgynapos Uzleti
talathozot randeznek ma Bu-
dapesten. Eddig még soha
nem Jart nalunk ilyan szinid
amerikai  uzletemberekbdl
ailé kuiddtisag, amely Gyvila-
gl tomékak, szoigéitetasok
gs franchise megoldasok
iramt érdexiodd magyar be-

- fektetdkkel talalkozik.

Szales a valasziék, amwel
az amerikaiak megprobal-
nak beszivarogn a magyar
gazdasagba az TastEurope
Law. Lig. &ltal Osszehozorn
taldlkozon,

1993. junius 21., héltd
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Munkatdrsunkec!

A junius 21 én, Budapesten:

“Uzleti lehetdsépek és befekte-
16k tatalkozoja™ citnmel 1artan-
dd rendezvényen bemutatjik a
polencialis magyarorszagi dtve-
vOknek az amenkai [franchise-
rendszereket Harom kiilonbo-
z0 iizleti szolgaltatas névhasz-
ndlati jogat ajanljik fel. A ren-
dezvényt a budapesti székhelyii
EastEuropelaw Ltd iigyveédi
iroldatamogatasavaltantjak meg

A talalkozon részt vevd, fran-
chise-rendszerben miksdd hi

Amerikai franchiserendszerek
magyar befektetoknek

tom szolgaliato villalal a Rain-
bow International, amely elsid-
legesen ssonyeg- és karpittiszti
tissal és festéssel, a Mr. Rooter,
anely vizvezeték- és csiszere-
léssel, valamint csatomatisatitas-
sal, illetve a Worldwide Refinis-
hing, amely porcelan- és egyéb,
alidztartasbantalilhatozomanc-
feliiletek feldjitasaval foglatko-
2ik. Mindharom vallalat tagja a
vilag 20 orszapiban kdrel 2000
franchise-egységgelrendelkezo
The Dwyer csaportnak.

VILAGGAZDASAG

1993 -06- 0 9
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A franchise héditani fog?
A magyaroknak
tetszik a nyugati

forma

Egyérteimien hasznosnak
és eredménycsnck neveziék
tdrgyaldsaik credményeit ma-
gyar potencidlis parinerzikkel
azok 22 amerikay cégek, ame-
lyek franchisc-szerzgdés alag-
Jan szerewndk dzleti gyakoria-
tukat és arculatukat Magyar-
orszdgon elierjeszient,

A minap Osszesen hét
amerikai  villalkozd  hdrom
rug o mugyer vilialkozds kdp-
viselGivel [épeil kapciolaiba
egy. az amerikai segclvhiva-
1al, az USAID dlial kezdeme-
nyezett projckt kereteben A
szefvezest a franchise-rend-
sze1 magyarorszdel eleerjesz-
tesén,  annak  szerzddésiog.
kérdéseiben landcsot add aem-
zelxdar ugyvédt villalkords,
az East Eurcpe Law [ECL}
vdllaha magdra, egy vgyan.
csak a franchise terén jeizntds
szerepet beiolid magyar valia-
lat, a Zarex Kt segrségével
A rendezvény zarikerd voll,
részlercker a tdrgyulasokroi

i nem szvirogatnak ki

Az amerikaiak a szolgihta-
14si’ds 1ermaldszelior s2amos
teruletét kepviselidh 5 ha)-.
lelve  gdpkocsiipoldsio. a
gyorséikezteigsig. mely utddb-
bi szolgéltatdsban a franchise
-~ ¢lsdsorban a2 McDoraid’s
jovohidbol — egyre nagycbo
teret nyer idehaza is. Az EEL

MACY AR NEMZET

iilerékese szerint orvendetes
voll, hogy 2 jeientds amerntkal
cégexkel magyar magancegek
is keresidék most a kapesolat-
felvetalt, egyengettek j6v6-
beli dzleti kapesalatahat. Re-
mény van arra, hogy djabo
amerikar ériékesitds. rendsze-
rek vernek gyoxerel magyar
villalkozdsok keret€hen ide-
haza.

Az USAID-nak a lranchise
elierjeddsér segild projekrje
lezirult. ge a [ranchise tovid-
o1 1erhdditdsdr segiid ekeidk
nem maradnak cl. A mostan
cgynepos rendezvday trdnn
jetenids  magyar érdekiodés
alapran - hatvan cegpdl va-
wsziondk ko eldszelekeivval
a2 érdemt targyaldsohrs enge-
der 35-0t — virhaid, hogy a
kuliolai ds a magvar cégek
kazotir master-francinge szer-
16désex mellett, azok credmé-
nvekent szamos ugynevezed
at{ranchise-dtvevd kapcsalo-
Jix ezekhez a gazdavillalaiok-
hoz, &5 az egés: orszdghan
eeységes arcuiani és szinvo-
nalu  kereskedelmi, termeld
kisvaliaigozdsok jetennek
meg. A mostani  budapest
amerikai-magyar  (ranchise-
taldlkozon a részvevdk mint-
egy 30 szdzaléka vidék: vdso-
sokbél érkezelt,

(k. g.}
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A FRANCHISE CE/TSD. FRENCSAJZ) lényegfben /iconchereshedelem: megiilapodis aminek
£rizlmében egy villalat (franchlsor, azaz dtadéd) jogot ad exy misik villaistaak {Tranchises, azaz
irvevd) wrta, hogy brzonyos Giletl tevékrenysiget ar ftadd drleipolrtikdjdval, gvakorlatival,
eljérisival & a2 fltal2 bevezetett srukkal essthangban folvtasson.

A franchisot olyan villalkozist esnmagot nydjt it, amely hoss2u tdvon szavatolia a franchises
sikefdL A csomagban benne van 1 tefjes koow how, belsérive 1 szakman Irinyelveret es 1
matketinget is

A franchlsensk jeleat®s o munkabelytaremi) képessége, ebbe 1 kdrbe gyakran lépnek be
oalidi villalkozdsak. Az fyen formibzn beindula vilialkozdsok sokkal sikeresshhek, mint az
snillfak siatisztikaliag kumutathalg, hogy harmadannyi franchise megy tinkre. nunt 2 mis
forméban mikédd ckg Misképpen: a1 Drletamber sayil villsikozisdhan megvaldsitla odeter,
baverdt 2 mirkanevet, rekliniozes, sikerre viszt Rendszergazddva akkor vallk, araikor 2 bevalt
Stleter L hevazetot mirkanévvel, tapasstalatokkal egyutt atadjaolyanoknak, akik saj4: tékéjikkel
fejleszuk tovibb 1 rendszcrgazda Abal elinditowt haldzatot. Az Atvevitk nills vallalkozsk
maradnek, csup4n 3 rendszerd fejlasziett siker haszndlaviérs Rzetnek Késibb a rendeterpazda
mir nem 2z eredeti terméket vugy szeigiitatdst érifkesitl, hanem a knowhow 1

Ennck 3 sajitos now-how-pincndh megvannak 1 szabifya, megvan st urietl kultérip,
Magyarorszigen még moat 1§ O] kaletnek srimit ez a villaleorisipus, Igazdbsl 2 Babolna-
McDonald's vegyes viflalat tlrejdtte nyumdn jelent meg ndlunk (habdr kezdetben a2 Mchonald's
sem franchise formiban makadait)

Mdra sokan felamertek 2 banae refld leheldsepcker mintegy 150 dyen apuxi véllalkozishan
hogzdrewley 1700 magyar villlkozd drdekele

CRIF S
1993 06 1 1
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Franchise-forum

Amerikal franchise-1endszerok
mutaikoznak maid Se a ma-
gyar befekteidk eiét: azon a ju-
nias 2i-ik: budapest: talilko-
zon, amelyen scr gerul harom
uzieti szolgaltatis nevhagzna-
'at1 jogarak feiajaniasara 1s.
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Hungarian franchises: A market ready to take oft

By John P. Hayes
Special 1o the Sun

Hungary could develop into one of the hotlest export
markets in the world for U.S. franchise companies, to
judge by the success of the first formal effort to link
U.S. franchisers and Hungarian investors.

Hours after the meeting, conducted recently in
Budapest, iwo of seven participaling companies were
close to finalizing deals,

“Within the next three o five years, Hungary will
blossom with dozens of new franchise concepls, most
of them American,” predicted Philip Zeidman, a
Washington D.C. [ranchise attorney who has estab-
hished a practice in Budapest. “And there is an equal
nuinber of home-grown Hungarian tranchise compa-
nies developing, inspired largely by Amenican con-
cepts.”

Zeidman said he sought to introduce Hungarian
investors to a vartety of franchising concepts, includ-
ing fast-food (Arby’s), and service businesses (Rain-
bow Iniernational Carpet Cleaning & Dyeing, Deco-

3

rating Den, Futurekids, Zicbart Tidy Car, The Barbers,
and Speedy Muffler King).

Only about one-fifth of the approximately 2,500
U.S. franchise companies operale internationally. A
handful of U.S. chains, notably McDonald's, Burger
King, Kentucky Fried Chicken and Pizza Hut, are
already in Hungary.

American franchisers normally sell development
nights in a given country to a mnaster licensee who is
then responsible for marketing, seliing and supporting
franchises in a given couniry or territory.

The franchiser transkers its intellectual properties,
including operations manuals, marketing materials and
support documents, to the master licensee in exchange
for an initial franchise fee and a percentage of onpoing
royalties collected from franchisces.

Master license franchise fees for Hungary will range
from $65,000 for service companies 1o $150,000 and
more for food concepis.

Zeidman, who organized the event with fmancial
assistance from the U S, government, said the meeting
genctated enonnous tnierest

Dozens of would-be Hungarian parucipants were
wmed away, Zeidman said.

Representatives of the vanous companies declared
themselves pleased with the quality of the prospects,
and two said they expect to sign contracts belore sum-
mer's end,

Kay Ainsley, representing the auto-detailing com-
piny Ziebart International, 1s set 10 conclude a deal
with a Hungarian investor by nud-July. Mike Min-
hane of Futurekids, which provides computer educa-
oo for children, met 1wice with “a serious prospect”
in Budapest and anticipates an agreement withu
months,

However, some said lining up Iranchisees with sul-
ficient investment capital may be a problem

Larry Gustafson, representing Arby’s, said the com-
pany believes there is “defintely a market in Hungary
for us.”

Bt first the company must find a master heensee

“Many of the people I met could become franchisees
ol Arby's, but not masters,” Gustatson said “Our
financial requirements me heliy ™



An additional article on the project and the meeting in
Budapest on June 21, 1993, will be published in the early fall in
Franchise World. A copy will be forwarded to Deloitte. at that
time. .
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July 13, 1993 (202) 879-5730

1...
Dear 2-~:

I wanted to take this early opportunity, before memories of
the meeting in Budapest on June 21 fade, to thank you for
participating in this first business and investment "match"
between North BAmerican franchisors and Eastern European
prospective investors, franchisees and master licensees. It was,
by all quantitative standards, a great success; and I appreciate
your generous remarks on its qualitative aspects as well. I will
welcome your further thoughts upon reflection.

We were pleased to have been selected by the United States
Agency for International Development to undertake this pioneering
venture, and wish you will in your own exploration of the
prospects in this region in transition. In the meantime, and
with kindest regards, .I am

Sincerely,

Philip F. Zeidman

24654 :kc
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Letters From U.S. Franchisors

Received Following June 21 Meeting
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27 June 1993

Mr., Phil Z2aidman

Brownstein, Zeidman And Lore
Suite 900

1401 New York Ave. NW
Waghington, D.C. 20005-2102

Dear Phil,

On at least two levels I thought the matchmaking opportunity that
you arranged in Budapest for U.S8. franchisors and prospective
Hungarian licensees was a huge success.

I participated in the event as a representative for Rainbow
International, one of my clients. However, I also participated in
the event as a publicist with a great deal of interest in
franchising.

Through the various wmeetings that you arranged, I was able to
introduce Rainbow to five qualified prospects who eXpressed
interest in acquiring the master license. The mestings were
excellent! Already one prospect has written to me for additional
information., I expect at least one or two of these prospects will
visit the USA to further explore the opportunities with my client.

Before I left Budapest, I was able to meet with three members of
the Hungarian business media. Two of the media immediately asked
me to write articles for them about U.S. franchise interests in
Hungary. The third publication wants to receive naws releases from
us as they pertain to their market.

So thank you for arranging this matchmaking opportunity. You
ghould feel very proud of what you accomplighed. I talked to
sevoral of the franchise company representatives who participated
and they all remarked about the high quality of the maetings.
We’ra all hopeful about signing some agreements, or at least
getting a return invitation to try it again in Budapest!

BS , INC. )
Hay Ph.D. @
Marketing * Advertising * Public Relations * Franchise Development

426 Pennsyluania Avenue, Suile 3. Fort Washington, Pennsytvania 19034
215-540-0120 » FAX 215-540-9442
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Amerikai franchise-rendszerek
magyar befektetoknek

Munkasdrsunkic!

A junius 21 én, Budapesten
“Ozlet lehetdsépek és befekte-
tak talalkosop™ cimmel taran
dé rendezvényen bemutitjik a
polencialis magyarorszigl dtve
viknek aZz amenkal franchise-
rendszereket Harom kiiténbo-
zQ iizlets szolgaltatas nevhasz-
nalati jogat ajanljak fel. A ren-
dezvényt a budapesti srékhelyii
EastEuropelaw Ltd ngyvédi
irodatamogatasiavaltartjak meg.
A talalkozon részt vevd, fran-
chise-rendszerben nihodd hii

romy szolgiltato vallalat a Rain-
bow International, amely elsdd-
legesen sz0nyeg- es karpittiszti
tassal és festéssel, a Mr Rooter,
amely vizvezeték- és csduzere-
léssed, valamint csatommatis2titas-
sal, illetve i Waorldwide Refinis-
hing, amely poreelan- és egyéb,
pluiztartasbantalidlbatd zomanc-
feliiletek felajitisaval foglatko-

. ¢ik. Mindharom vallalat tagja a

vilig 20 orszagaban ké7el 2000
fianchise-ggységgetrendelkerd
The Dwyer csoportnak

)'VILAGGAZDASAG
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A franchise héditani fog?
A magyaroknak
tetszik a nyugati

forma

Eayértelmden hasznesaak
és eradményesncx neveziek
tdrgyalisak credményent ma-
gyar polencidlis pannereikkel
azok 1z amarkai cégek, cme-
tvek franchise-szerzddés alag-
Jdn szereindk uzlcn gyakoria-
wkat €s arculatukar Mag ac-
orszdgon elierjeszieny,

A .minap osszesen  hét
amecikai villalkozd  hdvem
fwcad magyar vilialkozds kép-
viseldivel iépetl kipesolatba
egy, 2z amertkar segélvhiva.
tai, az USAILD allal kezdemé-
ayezelt projekl herelcben. A
szervezést a Iranchisa-rend-
sze magyarorszivi elteryesz-
waln.,  anndk  szerzddésioge
kdrdéseiben lanacsotf adJ nem-
cetkdel agyvédi valialkozds,
az East Europe Law (LEL)
viilalta magdra. egy ugyan.
csak a {ranchise (erén jeientds
szerepe! betohid magyar vilia-
lal, a Zarex Kfi. segitségdvel.
A rendezvény zdokond volt,
részleteket a  irgyalasokedl
nem szivirograitak xi.

Az amerikaiak a szolgdlia-
tdsi 4y termel&szekior s28mos
teruletér kepviselidk a haj-,
letve  pépkocsidpolastdl 2
gyorsétkezietdsiy, mely uidb-
bi szalgdltatdsban a francnise
~ c¢lsdsorban a McDonald's
jovoitdbol — e¢gyre nagycho
tevet ayer idehaza is. Az EEL

MAGYAA NEMZET

itletékese szerint Brvendeies
valt, hegy @ joleniés amenkai
cdpeckel magyar magaacegek
is keresiék most a xapcsotat-
felvételt, egyengcitek jovd-
beli uzleti kapesolataikar. Re-
mény van arra, hogy Jjabh
amernkas drnékesidst randsze-
rek vernek gyoxaret magyar
villalkozdsok keretében ide-
naza.

Az USAID-nak a lranchise
eherjedését sepild projekrge
lezdrult, de a lranchise {ovib-
bi iérhdditdsan »egfd ckeidk
nem maradnzh ¢l A mostdm
egyaapos rendezvény irdnk
Jelzués magyar érceklodés
alapjdn - halvan cegndl vid-
jasetondk ki gidszelexcigval
az érdemi tdrgyaldsohrs enge-
dett 35-6t — virhate, hogy a
killfoldi ds a magyvar cégek
kozotl master-{rancinse szer-
z0désex meltett, uzok eredmé.
nyeként $24mos ugvnevezel
alfranchise-drvevs  wapcsolo-
dik ezekhez a gazaavdllalaiok-
hoz, és az egész orczdghan
eaységes arcuiart €5 izimvo-
nali  kereskedelmi, termeid
kisvdlialkoz24sok jciennek
meg. A moastani  budapesu
amerikai-magyar  (ranchise-
taldlkozdn a résavevdk mini-
egy 30 szdzaléka viddia vdro-
sakbdl érkezest.

k. g.]
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June 29, 1993

Brownstein Zeidman and Lore
1401 New York Avenue N.W.
Suite 900

Washington, D.C. 20005

Dear Phil:

Congratulations on an excellent franchising program in Budapest and
thank you for including Ziebart International.

As we have discussed, the Hungarian market offers great potential
for our products and services but we have always thought it would
be difficult to find the "right" master franchisee.

Your program provided the introduction to two qualified masters and
several potential sub-franchisees. I was very impressed with the
gquality -of the people I met with.

We are hopeful that we will soon be doing business in Hungary.
Thank you again for all your help.

incerely,

7
Kay M.'Ainsley
Director

International Market Development

KMa /dmh

Ziebart International Corporation L
Executive Offices P Q. Box 1290 - Troy, Michigan 48007-1230 U S A « Phone {313) 588-4100 - Fax {313) 588-0718 :@
Piant & Warehouse Phone {313} 937-0710 « Fax (313) 937-1470 ‘ ‘



COST CUTTERS’ {
(FAMILY HAIR CARE ) =Barbers.

Hairstyling for Men & Women. Inc.

é az”' Salons

tnternational

Joseph Francis, Sr.
Chairman of the Board

July 15, 1993

Mr. Philip Zeidman

BROWNSTEIN, ZEIDMAN AND LORE
1401 New York Avenue, N.W.

Suite 900

Washington, D.C. 20005

Dear Phil;

Now that I have had time to reflect on my trip to Budapest, I'd like to tell vou what
a pleasure it was 0 be included.

[ was most impressed with how you had organized the meeung. The facilities were
excellent and the format for selling a franchise was the best [ have ever expenenced
in all my years of franchising, and that’s over 25 years.

The prospects were well screened and very qualified. They were all very sincere aniJ
interested. Usually we spend over half of our time with people who are just curious
and don't really have a genuine interest. There was none of that with the people we
talked with.

You are your staff are to be commended on the great job which all of you did w©
arrange such a fine event.

Please give us the opportunity to join you again on your next one.

Thanks again.

Sincerely,

Joe Francis, Sr.
Chairman of the Board

JF:ab

THE BARBERS, HAIRSTYLING FOR MEN & WOMEN, INC.
300 INDUSTRIAL BLVD. N.E.+ MINNEAPOLIS, MINNESOTA 55413-2929 = 612+331:8500 FAX 612+331-282}



LARRY D GUSTAFSON

July 13, 1993

Mr. Philip F. Zeidman
Brownstein, Zeidman and Lore
1401 New York Avenue, N.W.
Suite 900

Washington, D.C. 20005

Dear Mr. Zeidman:

| want to thank you again for the invitation to participate in the Intemational Development
meetings in Hungary. You and your staff should be proud of the professional manner in which
these meetings were scheduled and conducted.

As you know, | met with numerous groups. At least two of those groups potentially could move
on to become Master Franchisees. Several others could later become sub-franchisees. Over
all the meetings were beneficial and | can not think of a better way to get to know both the
people and country.

| will keep you updated on the status of Hungary as we move forward. [f at all possible we are
going to have a agreement executed by year end.

Sincerely,

o D Guhep
Larry D. Gustafson
LDG:jj

6817 COLLINS AVENUE P O. BOX 414177 MIAMI BEACH FL 33141
305-866-1904



Decorating
_Den

/ Making the Worid Beauniul Througr interior Dos g S

July 7, 1993

BROWNSTEIN ZEIDMAN AND LORE
Mr. Philip Zeidman

Suite 900

1401 New York Avenue, N.W.
Washington, D.C. 2000

Dear Mr. Zeidman:

I’d like to take this opportunity to thank you for setting up the U.S. A.L.D. - EastEurope Law
meeting in Budapest.

The candidates appeared to be very well qualified and reflected your efforts. I admit that at first
[ had only moderate expectations for this meeting. [ received nine appointments, a remarkable
turnout by anyones standards, and was delighted by their intense interest in Decorating Den.
The results can only be measured in time but you and your staff certainly did their work well.
I'm sure your program and your efforts will prove effective in establishing many beneficial
relationships.

Your efforts are truly appreciated and I wili take every opportunity to recommend you and your
excellent service.

Very Truly Yours,

T -
U«‘WV

Neal O'Shea

Vice-President,

Worldwide Licensing

drg

910 Woodmaont Avenue « Bethesda. Maryland 20814-3058
(301} 652-6393 - FAX (301} 652-9017

E4C1 ranefis2 moepenzelly owrea anc oparated *
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American franchise systems for Hungarian investors

from our cormespondent

American frunchise systems will be in-
roduced to prospective Hunganan fran-
chisees at a meeting called ‘Business and
Investment Match™ held in Budapest on
June¢ 21. The franchise rights of three dif-
ferent service businesses will be offered.
The meering will be held under the aus-
prices of EastEuropelaw, Ltd., &
Budapesi-based law firm. The three fran-
chisors artending the mecting include

Rainbow International. a carpet dying and

cleaning company, Mr. Rooter, a firm of-
fering plumbing and drain cleaning ser-
vices. and Worldwide Refinishing, a
company that refimishes porcelain and
other houschold surfaces, All three com-
panies are members of The Dwver Group
which operates close to 2.000 franchise
units in 20 countries of the world

Vildggazdasdy, 993

Will franchise win attraction?
Hungarians like Western ways

American franchise companies wishing
to expand their business practices and
services in Hungary found the results of
talks conducted with potential partners ab-
solutety useful and successtul,

In the framework of a project initiated

by the U.S. Agency for International
Developinent, a total of seven American
enteprencurs have recently contacted rep-
resentatives of three dozen Hungarian
businesses. With the help of Zarex Kft, a
Hungarian company playing a significant
role in franchising, the organisational
wark was underken by EastBuropeLaw
(EEL), an imternational law firm engaged
in the distribution of franchise systems in
Hungary and in legal advising. The mees-
ing was exclusive, details of the talks have
not been released.
The Americans represented a number of
arcas of the service and production sector,
ranging from hair- and automobile care ©
fast faod services which, thanks to
McDonuld’s above all, is also gaining a
ground in Hungary. EEL"s representanive

held it forrunate that also Hungarian pni-
vate companies, sought contacts and
paved way for relarionships with the sig-
nificant American bustnesses,
There is 4 hope that, through Hungarian
undertakings, additional American -mar-
keting systems will take root in Hungary.
Although the U 8. AID project sup-
porting the expansion of franchising has
ended for the moment, further actions
promoting franchise systems will soon
follow. Based on the significant interest
of Hungarian businesses in the one-day
meeting (the 35 companies scheduled for
talks were pre-selected of 60 applicants)
and on master franchise contracts w be
signed between Hungarian and foreign
companies, it is expected that a number of
subfranchisees will join these master
franchisors, thus creating a network of
rading and service businesses of yniform
image and quality 1n the whole country.
30% of the participants of the American-
Hunparian tranchise meeting in Budapest
came from citics of the countryside.

Magyar Nemzet, 7/1/93

noca a7 1oano,
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SUCCESSSY STEMFEE

FRANCHISING is essentially a rade of licences: an agreement between two compa-
nies within which one of the companies (the franchisor) grants the other (tke fran-
chisee) rights 10 conduct certain businesses in accord to the franchisor's business pol-
icy, practicé, concepts and products inwoduced by the franchisor,

The franchisor provides the franchisee with a business package that guarantees the
saccess of the franchise on the long term. The package contains the complete know-
how. including business-specific direcuves and marketing concepts.

Franchising significantly aids the creadon of jobs. Franchises are often operated by
families. Franchise undertakings proved to be more successful than other businesses:
statistics show that three times less franchised businesses go bankrupt than non-fran-
chised ones, [n other words: in his undertaking the businessman realizes his own idea,
introduces the brand name, advertises it and makes it a success. He becomes a fran-
chisor when he passes the successful idea, together with the introduced brand name and
his experiences, to those who, by investing their own capital, further develop the net-
work set up by the franchisor. The franchisezs remain independent entrepreneurs, they
only pay for the use of the successful system. Instead of the original product or service,
the franchisor only marke1s the know-how afterwards,

This particular know-how market has its own reieg and its own business culwre,
however, this type of business is considered a novelty in Hungary. In fact, 1t first ap-
peared in connection with the creation of the Bébolna-McDonald's joint-venture
(although not even McDonald"s operaied as a franchise business in the beginning).

To date, many discovered the possibilities of franchising: there are about 1,700
Hungerian businessmen with interests 1n the close to 150 franchised undertakings,

Gnff 6/11:93
Franchise America Infiltrating
Forum

A prestigious one-day business meeting will be
American franchise held in Budapest today. So far, never has an
systems will be intro- American business delegaton of such level visited
duced to Hungarian us, planning 10 meet with Hungarian investors in-
investors on June 21 terested in products, services and franchise tech-
in & Budapest meeting niques of the New World.
where also franchise Wide 1s the selection with which the Americans
rights of three busi- seek o 1nfiltrate into the Hungarian economy with
ness services will be the help of this meeting organized by
offered (1o interested EastEuropelaw, Lid.
investors).

Mai Nap 6/21/93
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Franchise meeting in Budapest

The largest.-so-far delegation of
American franchise experts attend a one-
day business meeting with potential
Flunganian franchisees in Budapest today.
The American inferest in our country 1s
not an accident: there are over 150 fran-
chise systems operating in Hungary, hulf
of which were developed locully.

The meeting is held as part of the
‘Franchise in Central and Eastern Europe:
Hungary' project. The project was
launched nine months ago by the U.S.
Agency for International Development
(USAID) and EastEuropelLaw, Lid., a
Budapest-based law firm specializing in

international franchising. The goal of the
project 1s to further promote the wide-
spread concept of franchising, as well as
to introduce franchise systems which al-
ready gained success elsewhere These
include Ziebart Tidy Car, a network of
franchised businesses offering car acces-
sories and protection services, the Midas
International Corporatign car repairing
network, Ruinbow International, a carpet
cleaning business, Big Boy Restaurant
Systems, Arby’s, specializing 1n beef-
steaks, and the City Looks by the Barbers
network.

Magyar Hirlap 6/121/93

OFFERS OF THE LARGEST INVESTORS
New Franchising Program

A largest-so-far group of representatives
of franchise systems arrived in Budapest
to meet Hungarian investors and potzntial
franchisees interested in American prod-
ucts, services and franchising concepts.
The American franchise delegation is
claimed by the organizers 1o be the largest
one ever visiting Central Europe.

The one-day meeting is the culmina-
tion of the ‘Franchising in Central and
Eastern Europe: Hungary® project which
was launched nine months ago by the
U.S. Agency for Internadonal Develop-
ment (USAID) and EastEuropeLaw, Lui.
a Budapest-based law firm specialiang in
intemmational franchising. The purpose of
the project has been to introduce to
interested parties the concept of
franchising which, functioning highly
successfully elsewhere in the world, may

be expected to reach similar resulis also in
Hungary.

Previous meetings, co-sponsored by
banks and other organizations have
sought to identify potennal franchisees in
Hungary. A number have already been
idennfied: but, subject to limitadon of
time, this meeting will provide an addi-

-tonal possibility to interested companies

to mee! in person with important
American franchisors. The American
businessmen attending the meeting repre-
sent prestigious companies of solid capi-
tzl. These include car dealers, a car repatr
chain, clothes, furniture and carpet
cleaning services. a special chain of
restaurants, a computer company, a chain
of barber shops as well as an interior and
office decoraung service.

Pesti Hirlap 6122/93
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Franchise delegation from
overseas

A largest-so-far group of
representatives of American franchise
systems will soon visit Budapest. The
exclusive meeting, planned for scven
participants, will introduce to potendal
Hungarian investors Ziebart Tidy Car,
a car accessories markering business,
Rainbow International, interested in on
location carpet and furniture cleaning,
and Speedy Car-X, Inc. car repair
chain.

Two compames came from the
catering sector: Big Boy Restaurants
Systems, and Arby’s, the fast food
network specializing in sandwiches.
Future Kids® system is based on
computer cducation; the 'City Looks

by the Barbers’ name depicts hair

saloons and the markeung concept w
operate them. Representatives of
Decorating Den, the first franchised
interieur and office decoratng service,
will also come to Budapest.

Vildgggazdasdg 6/18/93
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Franchise-delegicid
a tengerentulrol

Az amerikai franchise-rend-
szerek keépviselGjnek eddigi
legnagyobb csoportia latogata e
napokban Budapestre. A het- -
fore tervezett zartkdri tizleti
talaikozon potencialis hazai be-
fektetok elott bemutatkozik a
gépjarmitartozeékck kereske-
delmével foglalkozd Ziebart
Tidy Car, a helyszini szdnyeg
és karpittisztitasban érdekelt
Rainbow International’es a
Speedy Car-X Inc. autdjavito
szervizhalozat.

A vendéglatoiparbol ketten
vannak: a Big Bay Restaurants
Systems, illetve a gyorskiszol-
galasraspectalizalodott Arby's
szendvieshalozat A szamid-
gépes oktatdsra ¢épiil a Future
Kids rendszer, mig a City
Looks by the Barbers név haj-
szalont es az ennek mkod:e- |
téséhez sziikseges marketing- !
rendszert foglal magaba. Bu- |
dapestre jonnek a vilag elsd |
franchise-rendszerben miko- \
dg lakasbelsG-.es irodadekora- |
cids szolgadltatasra létrejort De-
corating Den cég kepviseldi is.

S. Gy.
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A LEGNAGYOBB BEFEKTETOK AJANLATA/

Uj franchise-program

LGP -

~ franchise-rend-
szerek *képviseldinek eddig
legnagyobb csoporya erke-
zett Budapestre, hogy taldl-
kozzon az amerikai terinékek,
szoigdliatisok és franchise-
megoldisok irdnt érdekiodd
magyarorszagl befekietokkel
és potencidlis dtvevdkkel. A
szervezdk szerint ez a legna-
gyobb amerikai franchise-de-
legaad, amely valaha is Ko-
zép-Eurépéba ldrogatot:.

Az egynapos uziet taldlko-
zé kiemelkedd eseménye a
+Iranchise Koz2ép- és Keler-
Eurdpdban: Magyarorszag”
nevii projekinek, amelyet az
Egyesult Allamok Nemzetko-
21 Fejlesziésének Hivawala
(USAID) és a budapest szék-
helyd, nemzetkdzi franchise-
ra specializdlédott Ggyvédi
iroda, az East Europe Low
L:d. kilenc hénappal ezeldut
inditott dtjdra. A projeke cél-
Jja, hogy a franchise- médszert
nemurassdk az érdekldddk-
nek, amely egyébként a wilig

szdmos részén kiemelkedd si-
kerrel muksaik. s vdrhatéan
hasonlé eredményekkel hasz-
nosithaté Magyarorszdgon is.

A kordbbi bankok és egvéb
szervezetek Altal 1s tAmogacot
aldlkozok mar megkisérelték
felmérni és szdmba venns a
potencidlis franchise-divevdk
x6rét Magyarorszdgon. Tobb
vallalkozast mar kivalaszro:-
tak, ez a mostani talikozd
azonban a rendelkezdsre 4llo
idén beliil Gjabb lehetdségec
biztosft azr érdeklddéknek,

. hogy személyesen ismerked-

hessenek meg jeientds amen-
kai franchise-ataddxkal. A ha-
zdnkba érkezett amertkal dz-
lertemberek 16 nevi, nagy to-
keerdvel rendelkezéd cégaket
képviselnek. Ezek kdzdtr sze-
repel  gépjirmikereskeds,
géplarmijaviio-haldzat,  ru-
ha-, butor-, karpit~ és szé-
nyegtiszelto-izlethdlézar, ku-
lonleges érteremhdlozat, sza-
mitastechnikai cég, fodrasa
uzer-halézat &s lakasbelss-, 1}
letve irodadekordciés szolgil
tatd cég egyarant.
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The following items relate to specifically to matters or events
prior to March 30, 1993, and are submitted in response to a
request by Deloitte to supplement the Interim Report
Daliverables.
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Franchising and Privatization: Three Models



Although the manufacturing company would probably be purchased by
onie group of investors, the distribution channels‘would be broken
up into a network of independent businesses, thereby creating an
entrepreneurial opporturity for a large number of people.
Example: A state-owned company manufactures electric fans,
which are distributed by that company’s own stores or by third
party ageﬁts or sales representatives. The manufacturing
facilities are sold to private investors, who also purchase the

rights to manage
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III.B Privatlzation andlrrnnchising: Three Models

Following is a description of three models of privatization
in which franchising can be used as a method for restructuring a
state-owned enterprise and transferring the ownership of all or
part of such enterprise to private hands:

A. Product Manufacturer

Assume a state-owned company which manufactures products and
either owns the distribution ocutlets which 8ell the products or
sell the products through unaffiliated distributors. Although'
the manufacturing facilities are not readily adaptable to a
franchising method, the distribution network can most certainly
be converted into a franchise ‘operation, to be owned by the
manufacturing comany or by a separate entity which will be the
franchisor under the franchise operation. The distribution of
the products will be accomplished through independent
distribution outleta, each of which will constitute a franchise,
responsible for distribution of the products within a certain
defined area, .and, if applicable, for servicing the products once
they are in the consumers’ hands.

In this scenario, the manufacturing company itself is
ctransferred to private ownership pursuant to the typical
privatization process. The distribution system is transformed
into a franchise operation, with each franchisee being a‘private,
independent business person who owns, and usually aleo operates,
the franchise. Managers or employees of the current distribution

channels could be offered the opportunity to acquire franchises.

31



-

In this scenaric, the manufacturing company itself is
transferred to private owvnership pursuant to the typical
privatization process. The distribution system is transformed
into s franchise operstion, with @ach franchisee being a
private, independent business perecn who owns, and usually also
operates, the franchise. Managers or employees of the current
digtribution channels sould be offared the opportunity to
acquire franchises. Although thée manufacturing company would
probably be purchased by one group of investors, the
distribution channels would be broken up inteo a networi of
independent businesses, thereby creating an entreprensurial

opportunity for a lsrge number of people.

Example: A gtate-owned company mgaufactures electric
fang, which are distributed by that company's own stores arzby
thizd party agents or salass repraientativan. The manufacturing
facilities are sold teo private investors, who alsc purchase the
right: to manage and operate the distribution system. The
invegtors establigh an affiliated company for the purpose of
managing the distribution system. That company (thse
franchisor) can be capitalized by the original investors, by
additicnal investors or by a combination of both. The
franchisor would grant licenses to franchisses to establish
indepsndent businesses to sell the electric fans and to service
them during the warranty period (and possibly thereafter as

well). The franchiges may bé acquired by current managers or



employees of the state-owned enterprisa, if that enterprise
controllad the distributiocn channels, or by the éurrent agents
or sales representatives. ZFach franchisee would bé allocated
an exclusive tarritory in which the franchisse will be the sole
distributor of, and provider of service to, the electric fans.
The franchisee would pay the franchisor an initial fee upon the
grant of the franchise, and ongoing royalties based on salas of

the elactric fans.
B. Hotel Chain

Assume a group of state-owned hotels, which hotels are
managed by state efiployees. BScme or all of these hotels may
bear the same name. Each hotel is managed and operated as an
independent entity, although all the hotels are owned by the
state. As a result of different management style and due to
econcmic considerations, esach hotel provides a different

quality level of service,

A reéstructuring of this group of hotels can be
accomplished using the franchising method. The individual
hotels can be linked to one another horizontally, and
vertically to a franchise company formed for that purpose. The
franchisa company could be owned and operated by a foreiqn
franchisor with experience in the hotel industry or

alternatively by local management with similar experience.
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Each individual hotel will be purchased from the gtate, perhaps
by the current managers and employees of that hotel, and
transformed into a franchised business, to be managed and

operated as an individual entity within the framework of a

franchise system.

The franchise company (the franchiscr) may elect to
enter into & franchige relationship with a Western franchiser
in the hotel business to convert the hotels to the use of such
franchisor's business concept and trade name. Alternativaely,
the franchisor can itself set standards of operation for the
hotals, and reguire each hotel to adapt its business and
operations to the common dencminator selected by the

franchisor.

The typical financial arrangsments under a franchise
system of thiz type would be for the franchisee to pay ongoing
royalties to the franchisor, in exchange for the right to use
the franchisor's trade name and businass concepts, as well as
for ongoing assistance and advice in the operation of the
hotel. The franchisor may offer to manage the hotel on behalf
of the franchisee, in which case a management fee would be paid

to the franchisor.

Privatizing a group of hotels in this fashion would
lgave each hotel as an independently owned and cperated

business, yet would result in numsrcus advantages that
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franchiming offers, including a large degree of entreprengurial

autonomy and the creation of a proven concept with widespread

recognition.

C. Retall and/or s;rvicé Stores

Under the so-called "small-scale” privatization of
retail and/cr service stores, these indepesndent and unrelated
entities are being privatized by sale to private owners., Many
of these newly-indepandent businesses may eventually fall, due
to lack of a support system, lack of concerted puying powsr and
inaffective advertising, Thaese symptoms may bé overcome if the
new owners of the retail and/or service stores affiliate with
an existing or newly-created franchise company operating in the
appropriate commercial sector. The stores would operats under
a franchise network, using the same business concept and trade
name. The struoture and signage of each store would pe

modified to the common appearance sa@lected by the franchisor,

Under a franchise system, each store would éamain
individually owned and operated by a private individual,
partnership or corporation, but would at the same time enjoy
the support offered by the franchisor, which itself would also
be a2 privately-owned entity. Under the roof of & franchise
system, the stores will benefit from neame recognitiom,

advertising and promotion campaigns financed by jaint



contribution of tll the Btores operating under the system, and
a buying power represented by thé combined volume of the
gtorss. In addition, the franchiscr should provide ongoing
aszistance oconcerning cperations, qQuality control,'and possibly
coordinate the servicing of national accounts. The franchisor
could be an existing operttion (Western or local) which would
require the stores to convert to such franchisor's existing
business concept and trads name, or & franchise company created

solely for this purpose.

Example: Many small-scale privatizations iavolve the
sale of grocery or convenience stores to private individuels,
The organization of a group of such stores within s franchise
system may accomplish the benefits described above. Each store
will be required to conform its signage and decor to that which
will characterize the franchige system. Each store will
operate pursuant to the husiness concapts developed by the
franchisor, and under the same trade name. Typically, the
etore will pay royaltiss to the franchisor for the right to use
the business concepts and the trade name. The stora ownere
will benefit from regional or national advertising, sambhanced
purchasing powsr, and eventually name and quality recognition.
The franchisor may be owned and operatad by local investors, or
perheps by a foralgn franchisor who would coordinate the
conversion of the stores to its business concapts anﬁ possibly

its trade name.

MNA:£28



III.B Privatization and Pranchisging: Three Models

Follo&ing is a description of three models of privatization
in which frqnchising can be used as a method for restructuring a
state-owned enterprise and transferring the ownership of all or
part of such enterprise to private hands:

A. Product Manufacturer

Assume a state-owned company which manufactures products and
either owns_the distribution outlets which sell the products or
gell the products through unaffiliated distributors. Although
the manufacturing facilities are not readily adaptable to a
franchisiﬁg method, the distribution network can most certainly
be converted into a franchise operation, to be owned by the
manufacturing comany or by a separate entity which will be the
franchisor under the franchise operation. The distribution of
the products will be accomplished through independent
distribution outlets, each of which will constitute a franéhise,
responsible for distribution of the products within a certain
defined area, and, if applicable, for servicing the products once
they are in the consumers‘’ hands.

In this scenario, the manufacturing company ipself is
transferred to private ownership pursuant toc the typical
privatization process. The distribution system is- transformed
into a franchise operation, with each franchisee being a private,
independent business person who owns, and usually also operates,
the franchise. Managers or.employees of the current distribution

channels could be offered the opportunity to acquire franchises.
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Although the manufacturing company would probably be purchased by
one group of investors, the distribution channels‘would be brbken
up into a network of independent businesses, thereby creating an
entrepreneurial opportunity for a large number of people.
Example: A state-owned company manufactures electric fang,
which are distributed by that company’'s own stores or by third
party agents or sales representatives. The manufacturing
facilities are sold to private investors, who alsc purchase the

rights to manage
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In thig scenario, the manufacturing campany itself is
trangferred to private ownership pursuant to the fypicsl
privatization process. The distribution system is transformed
into a franchise operation, with each franchisee being a
private, indepsndent business person who owns, and usually also
operates, the franchise. Managers or employees of the current
distribution channels could be offered the opportunity to
acquire franchises. Although the manufacturing company would
probably be purchased by one group of investors, the
distribution channels would be broken up inte a network of
independent businesses, thereby creating an entrepreneurial

cppertunity for a large number of pecple,

Example: A state-owned company manufactures electric
fang, which are distributed by that company's own stores or by
third party agents or sales representatives. The manufmcturing
facilitige are sold to private investors, who alsoc purchase the
rights to manage and oporate tﬁa distribution system. The
investors establish an a2ffilimted company far the purposae of
managing the distribution system. That company (the
franchisor) can be capitalized by the original investors, by
additional investors or by a combination of both. The
franchisor would grant licenses to franchisses to astablish
'indopendent businesses to sell the electric fans and to service
them during the warranty period {(and possibly thersafter as

well). The franchiges may be acquired by current managers or
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employoes of the state-owned enterpriga, if that enterprise
controllad the digtribution channels, or by the current agents
or sales representatives. ZXach franchisee would be allocated
an exclusive territory in which the franchisee will be the sole
disctributor of, and provider of service to, the elgctric fans,
The franchises would pay the franchisor an initial fee upen the
grant of the franchise, and ongoing royalties based on sales of

the electric fans.

B. Hotel Chain

Asgume & group of stete—-owned hotels, which hotels are
magagad by state smployees. BScme or all cf these hotels may
besar the same name. Each hotel is managed and operated as an
independent entity, although all the hotels are owned by the
state. As a result of differaﬁt‘managament style and due to
economic considerationg, each hotel provides a different

qualirty level of servioce.

A testructuring of this group of hotaels can be
accomplighed using the franchising method. The individual
hotels can be linked to one.another horizontally, and
vertically to & franchise company formed for that purpose. The
franchise company could be ownaed and oparsted by a foreign
franchisor with experiance ia the hotel industry oz

slternatively by local management with similar experience.



Each individual hotel will be purchased from the state, perhsaps
by the currant managers and employees of that hotel, and
transformed into a franchised business, to be managed and

operated as an individual entity within the framework of a

franchise system.

The franchise company (th# franchisor) may elect to
enter into a franchise ralationship with a Western franchisor
in the hotel business te¢ convert the hotels to the use of such
franchisor's buginess concept apd trade name., Alternatively,
the franchigor can itself set standards og operation for the
hotels, snd require each hotel to adapt its business and
operations to the common denominator selected by tha

franchisor.

Tha typical financial arrangements under a franchise
system of this type would be for the franchisee to pay ongeing
roylltiél to the franchisor, in exchange for the right to use
the franchisor's trade name and business concepts., as well as
for ongoing assistance and advice in the oparntion-of the
hotel. The franchisor may offer to manage the hotel on behalf
of the franchisee, in which case a management fee would be paid

to ;ho franchisor.

Privatizing a group of hotels in this fashion would
leave 9ach hotel as an independently owned and operated

business, yat would result in numerous advantages that
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€ranchising cffers, including a large degree of entreprensurial

autohomy and the creation of a proven concept with widespread

recogpition,

C. Retall and/or B.rvicé Btores

Under the so—called “small-scale" privatization of
retall and/or service storss, these Indepsndent and unrelated
entities are being privatized by sale to private owners. Many
of these newly-indepandent businesses may eventually fail, due
to lack of a msupport eystem, lack of concerted buying powsr and
inaffective advertising, These symptoms may be overcome if the
new owners of the retail and/or service stores affillate with
an existing or newly-created franchige company operating in the
appropriate commercial sector. The stores would cperate under
a franchise network, using the same business concept and trade
name., The structure and signage of each store would be

modified to the common appearance seélected by the franchisor,

Under a franchise system, each store would remain
individually owned and operated by a private individuel,
partnarship or corporation, but would at the same time enjoy
the support offered by the franchisor, which itself would also
be® a privately-owned entity. Under the roof of a franchise
gystem, the stores will benefit from name recognition,

advertising and promotion campaigns f£inanced by joint



contribution of all the Btores npera%ing under the system, and -
a buying power represented by the combined volume of the

stores. In addition, the franchisor should provide ongoing
assistance concerning opsrations, quallty Eontrol, and possibly
coordinate the servicing of national accounts, The franchisor
could be an existing operation (Western or local) which would
reguire the stores to coanvert to such franchisor's @xisting
business concept and trads name, oi & franchige company created

solely for this purpose.

Example: Many small-scale privatizations involve the
sale of grocery or convenlence stores to private individuals.
The organization ¢f a group of such storaes within & franchise
system may accomplish the benefits described ahove. Each store
will be required to conform its signage and decor to that which
will characterize the franchise system, Each store will
oparate pursuant to the business concepts developed by the
franchisor, and under the sane trads name. Typigally, the
store will pay royalties to the franchisor for the right to use
the business concepts and the trade name. The stora OWners
will benefit frem regional or national sdvertising, enhanced
purchasing power, and eventually naxe and guality zecognition.
The franchiser may be owned end operataed by local invesgtors, or
perhaps by & foraign franchisor who would coordinate the
conversion of the stores to its burxiness conccptl,and‘poss?bly

its trade namg. Lo
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