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I. 	 INTRODUCTION 

The contract between Deloitte Touche International and EastEuropeLaw, 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, 

2) To disseminate information about the potential of the Hungarian market 

to U.S. franchisors. 

These tasks were addressed to a degree beyond that set out in the Work Plan: 

implemented; and, as the deliverables will attest, in general, adjudged a success. 

The wide-ranging project activities developed and implemented prior to March 

30, 1993, in the U.S. and in Hungary, were set out in an Interim Report. Accompanied bx a 

set of deliverables, that report was submitted to Deloitte on March 30, 1993. 

The following discussion covers the activities planned, developed and 

implemented by EastEuropeLaw between March'30-June 30, 1993, and includes a brief 

discussion of EEL's conclusions about the project. An additional set of deliverables 

accompanies this report. S&& Index, p. 11. 

II. 	 ACTIVITIES: April 1 - June 15, 1993 

A. 	 The International Franchise Association/International Franchise 
Exposition, 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 prospecti'e 
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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 a~n 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. 

Dr. Istvan Kiss, Secretary General of the HFA, requested that Tamids Kovdcs, Managing 

Director, EEL, Budapest, who was in Washington on unrelated business, represent HFA. 

Mr. Kovdcs 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.I.) 

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. Kovics 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 
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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. (Se 

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 event 

of the Deloitte-U.S.A.I.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 franchising, led to ongoing and supportive relationships. 

(Se 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 mailing 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 
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Licensees or franchisees. Those companies and businesspersons were invited to participate 

in the June 21 meeting. Outside of the contract, EEL continues to provide information to 

OTP about franchise 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.I.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 Hungarian 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 its 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.I.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 program). 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. 	 Additional Outreach 

Outreach in Hungary between the May and June meetings was the principal 

responsibility of Tamis Kovics, 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. Kovics (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 (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 

logistics necessary for the meeting in June. See Deliverables, D.2,3,4,5. 

Outreach elements included: 

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

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

III. 	 ACTIVITIES: The June 21 Meeting 

Following 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): 

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, E.. 
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* 	 Communication of final details to attendees, (see Deliverables, E.), including 
arrangements for translators for U.S. company representatives (paid for by the 
U.S. companies). 

* 	 Reception for attendees and other appropriate guests. See Deliverables, M. 

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

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

IV. 	 CONCLUSIONS 

1. 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 specifically 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 was, 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: 
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* 	 Well over a dozen strong U.S. franchise companies were seriously interested 
in the meeting, which franchisors attended at their own expense. See 
Deliverables, m. 

* 	 59 prospective Hungarian investors contacted EastEuropeLaw about attending, 
and 35 were viewed as being of appropriate caliber to attend the June meeting. 
See Deliverables, IIL 

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, Czechoslovakia, Poland, Russia, Romania, Slovenia, etc )-

These experiences have convinced us that there is an equal interest and need in other 

countries of the region, particularly Czechoslovakia and Poland; and, quite possibly, the 

N.I.S. 

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 contexts, and is, of course, of special concern in Central and 

Eastern Europe. 

8. EEL Principal Philip F. Zeidman was asked to discuss this topic, for example, 

at the World Economic Development Congress, in Washington, D.C., in September 1992: 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 European 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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DELIVERABLES 

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

A.2. "Some Thoughts About International Franchising"; included in folder at A.I. 

B. 1. Notice, Outline of Zeidman Remarks to Hungarian Franchise Association 
during Second Annual Hungarian Franchise Expo, Budapest, May 3-5, 1993. 

B.2. Example of business meetings, Budapest, May 1993. 

B.3. Meetings with State Property Agency; paper prepared with the Hungarian 
Franchise Association and submitted to the SPA. 

B.4. Set of charts, call sheets, company questionnaire used in organizing June 21 
meeting. 

C. 1. Banking materials used throughout the contract. 

C.2. Corollary Materials: 

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

D. 1-5. T. Kovacs materials related to June 21 meeting (Information re Hungarian 
companies, criteria for selecting attendees). 

D.6 Letter to prospective attendees re June 21 meeting; letter re translations 

I. Materials and folder given to attendees 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 Czechoslovakia and Russia on the revi
sion of their nousing laws. The initial focus in 
Czechoslovakia is on the drafting of a new con
dominium law and other housing legislaion. in 
Russia on the potenual of uniform housing law. 

EastEuropeLaw, Ltd. through its constitu
entfirmsandresidentcounselin Budapest.would 
be pleased to discuss your interest in doing 
business in the region. and to assist you in these 
transacuobs For more information, including 
any questions you may have. call one of the 
principals of EastEuropeLaw. Ltd: 

Philip F Zeidman. Esq 
Partner. Brownstein Zeidman and Lore 
A Professional Corporation 
Sune 900 
1401 New York Avenue. NW 
Washington. D C. 20005 

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

Lewis G Rudnick. Esq. 
Parmer. Rudnick & Wolfe 
203 N LaSalle Street 
Chicago. Illinois 60601 

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

Martin Mendelsohn. Esq. 
Of counsel 

EastEuropeLaw. Ltd.
 
2 South Square
 
Gray's Inn.
 
London WCIR 5HR
 

Tel: 071-242-9755 
Fax:' 071-405-4464 

Tamins Kovdcs. Esq. 
Resident. Budapest 

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



EASTELROPELAw. Ltd. 
East-West Business Center 

RAk6czi tit 1-3
 
H-1088 Budapest
 

HUNGARY 

EastEuropeLaw. Ltd.. is a cooperative un
dertaking of independent lawyers and law firms 
from the United States and Great Bnrtain The 
constituent firms of EastEuropeLaw. Ltd.. con
duct a transactional practice supporingnewcom
mercial initiatives. entrepreneurial and educa
tional efforts. inrialls in Hungary. Czechoslova
kia and Poland and ultimately in the other coun
tnesinCentral and Eastern Europe and the former 
Soviet Union. The firms serve the lesal and 
business needs of 

* 	 franchisors entenng the emerging Cen
tral and Eastern European markets. 

* 	 real estate. finance and development 
companies in'.olved in housing andcom
mercial development in these markets: 

* 	 transactional matters involving Central 
and Eastern European enterprises as well 
as U S companieN Joing Dusiness or 
entenng the region 

EastEuropeLaw. Ltd.. under the auspices 
of the U.S. Agency for Inernatonal Develop
ment. is structunng the :irst regional effort to 
explain the franchising process and how it can 
support privatizanon. naiall in Hungary The 
unique project represents the first direct assis
tance by the U.S government to franchising. 
Activities will include conferences in Hungary 
and the U S. and the production of various mate
nals for entrepreneurs and media in both coun
tries and for both governments 

EastEuropeLaw. Ltd.. under the aegis of 
the U S. Agency for International Development 
and the Urban Institute. is adising the govern



Representative Hungarian Companies'
 
Interested in or Already Franchising
 

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 to 
- operate warehouse system. 

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

Fotefu 

Gasztrokristaly 

Local Government Offices 

Szikra 

State-Owned Comnanies 

Baranyaker 

Borsodi ABC 

Fa-Forma 

KisKunsag Restaurants 

Pecs Furniture 

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. 
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INTERNATIONAL
 
Franchising Helps Change Economic Face of Hungary 
Carol Tiegs, European Correspondent 

BUDAPEST. Hungary - What an exciting time to be in Hungary - particuiari 
in Budapest. Budapest has been buit. conquered and destroyed, and gloriously reount 
repeatedly. Most recently, the city grandly prepared for its millennium celebration 
in 1867. and built on a massive scale into the early 1900s in proportions and styles 
not often seen in the U.S. 

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

This by way of introduction to the Franchise Conference held May 7-8 and coinciding 
with Hungary's first franchise expo tCFR Vol.22. No.10). The conference was sponsored 
by the Hungarian Franchise Association and EastEuropeLaw. Ltd. A key focus of 
the conference, attended by managers of state-owned companies as weil as by potentiai 
master franchisees, bankers and attorneys, was what role franchising could play im 
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 organizations as case studies. 

The state-owned Department of Tourism is the largest single catering and restaurant 
operation in Hungary with over 440 restaurants, cafes and bistros. Its 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 marKet 
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 buildings 
and service up to expected standards. Various 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 wish 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 Hungary He 

also warned of the challenges in meeting franchisee expectations for loyaity, 
confidentiality and total support in a market-segmented franchise system 

MTRAT, 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 protecticn items and horticultural equipment. Not all stores or 
products bear the company name. 

Obvious questions to determine whether franchising can work here include how -arge 
a market exists in any of these areas. and whether these markets could best be serm-ec 

by a few large operators. money small operators. or a dealership system. Clean v.r ere 
tradenames do not exist. or appear to have no transfer value, franchising is less v a me 



Zeidman pointed out two painful results of transforming to a francnise system from 
a system which has nuaranteed everyone work. even if only an nour or so of Droauctive 
tume per cay. First. franchising tends to decrease head office needs oy spreading 
management tasks throughout the franchise network. Second. the former state-ownea 
companies 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 clear in 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 
change to profit-making and shareholder responsibility as opposed to old 
responsibilities to central management. We have the challenge of responding quickly 
to a daily changing marketplace." 

Other challenges include the size of these companies. and foot-dragging by employees 
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 year. There is no mistake, however, that the 
Hungarians are deeply committed to change
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Kovacs, Tamas
 
EastEnropeLaw, Ltd. 
 Contact: Philip F. Zeidman
Tele: 361-266-4979 .
 
Fax: 361-266-6360 Brownstein Zeidman and Lore
 

Washington, D.C. 
Telephone: 202-879-5730 

Telefax: 202-879-5773 

U.S. AID Funds Delaitte/EastEuropeLaw
 
Unique Franchising Venture in Central and Eastern Europe
 

The United States Agency for International Development ("A.I.D.") has 
awarded a unique grant to Deloitte Touche International and EastEuropeLaw, Ltd. 
to promote the development 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 immediately, with 
parallel activities in the United States. 

EastEuropeLaw, 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-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. 

Some 	of the techniques to be used will 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, will be responsible for implementation of the 
project, "Franchising in Central and Eastern Europe: Hungary." Philip F. Zeidman, a 
founding principal of EastEuropeLaw, 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.I.D.'s programs in Central and Eastern 
Europe. Deloitte will provide administrative support for the franchise initiative. 

David Cowles, the A.I.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 objectives in 
the areas of privatization, investment promotion, and small business development. 
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HUNGARY 

International Trade 

IMPORTS FROM UNITED STATES 
UP 23 4% THROUGH NOVEMBER 1992 

BUDAPEST-Hungarian imports from the United 
States totaled $346.8 million in the first 11 months of 
1992. up 23 1 percent from the same period a year 
earlier. according to the latest statistics from the 
Ministry of International Economic Relations 

Hungary s exports to the United States declined 
-t 3 percent to $272.1 million over the same period,
the data show 

Isrvan Major. deputy state secretary at the ministry, 
said Jan 26 that he expects trade between the two 
countries to increase in 1993. perhaps to a total of 
$00 million 

He said 1992 was a turning point in U.S Hungar
ian trade relations with the United States granting 
Hungarv permanent most-favored-nation trade status 
in April (2 EER 33". -/2'/92) and Hungary becom 
ing eligible for U S and other Western high-rechnol
og exports atter the Coordinating Committee on 
Multilateral Export Controls removed the nation 
from its list of proscribed destinations in May (2 EER 
3SO. 5/11/92) 

Ministrv spokesperson Klara Fogarasi told BNA 
Jan. 26 that Hungary s major imports from the United 

States were machinery and equipment. which ac
counted for about -0 percent of total imports from 
the United States. spare parts (about 30 percent 1 
consumer goods. (about 15 percent), and agricuiur
al and food-processing equipment (about 1-i percent
to 15 percent) 

Hungary s exports to the United States. mean
while. consisted largely of food products, materials 
and spare parts and agricultural and food process
ing equipment. Fogarasi with eachsaid. categorv
accounting for some 30 percent of total exports to 
the United States 

Within the materials and spare parts caregory.
Hungary exported mainly telecommunications and
mining (ore processing) equipment. as well as trans 
portation equipment and chemical/pharmaceutical 
commodities. Textiles and apparel comprised a
small segment of exports, she said.2 

Economic Trends 

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

BUDAPEST-U S Ambassador Charles Thomas 
summed up 1992 as a good news. bad news iear 
for Hungary s economy 

Hungary experienced its third %ear of recession 
last year. with the gross domestic product (GDP) 
declining by between - percent and 9 percent. 
Thomas told aJan. 26 business conference. 

Unemployment is more than 11 percent and still 
growing. Of the unemployed. 6o percent are voung 
people, many first-time lob seekers. 

Industrial production. said Thomas. fell 21 5 per. 
cent last year and "perhaps one-third of all state
owned enterprises are insolvent.' Finally Hungary 
continues to have the highest per capita foreign debt 
in Europe, totaling more than $22 billion 

The good news, according to Thomas. was that 
Hungary attracted $15 billion in direct foreign in 
vestment. 'which is more than half tne amount 
invested in the entire region ' 

In addition. the country has *successfully reor. 
tented trade from East to West.' Thomas said 
Three-fourths of Hungarv's trace now is with the 

West. giving it a $0-* million current account 
surplus." 

Inflation fell from 35 percent in 1991 to 22 per
cent at the end of 1992, the ambassador noted, 

The private sector has grown substanUaliv Today. 
there are 63.000 private firms and 600.000 nd;m aual 
entrepreneurs operating in Hungary Two tears ago, 
said Thomas. 18 percent of the GDP was generated 
by the private sector. Todav. it is more than 35 
percent 

"The challenge facing Hungary said Thomas .is 
to adopt programs and policies which will allow the 
private sector to grow and prosper so that it will 
provide the tobs. exports and the tax base to sustain 
Hungary through the economic transformation and 
beyond. 
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INTERNATIONAL
 
The Hungarian Franchise Experience 
Carol Tiegs. European Correspondent 

BUDAPEST. Hungary - Peter Freed, president of Duna Elektronica. master 
franchisee 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 
conference in Budapest attended by CFR. 

Budapest-born, Freed was a U.S. franchisee of four MicroAge units which he sold for 
the opportunity to do business in his native country. He is 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 in each county 
seat. Shops were redesigned. and staff retrained to MicroAge standards. Partial 
funding was obtained through the Hungarian-American Lending Agency. 

"A disadvantage with a state-owned company,' says Freed. "is that the people are 
not used to a local entrepreneurial management concept. but to centralized control 

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

Duna broke even in its first year of operation (a loss had been planned). and is profitabie 
in 1992. Additional franchises are being offered and plans call for a total of 40 shops 

by the end of the year. 

"Computer demand here seems larger than we originally projected. especially as the 
economy continues to grow.? said Freed. "And people are willing to pay for a quality 
product They 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 year in Hungary 
He has one Pizza Hut unit open in Budapest. and both a Dunkin' Donuts and KFC 
location set to open in September. He remarks that it costs more to have a unit in 

the city. but it's much safer as a business venture. 

Hemingway is bullish on franchise opportunities in Hungary, but warns of "quacks 
and charlatans flocking to Eastern Europe to offer their franchise expertise: 

A good reminder in 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 Hungarian 
entrepreneurs in all our systems here and plan to provide financing assistance" 

Specifically, Hemingway calls Hungary "the one country in Eastern Europe with 
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 investment 
as we know it and on a scale we require makes sense." 

Hemingway stands by a previously published statement that, "Most of Eastern Eurooe 
will not be standing on its feet in 10 years to come." 

Freed shares Hemingway's feelings on Hungarian stability. 

"The Hungarians have entrepreneurial skills learned in a thriving black marme: 
- 1~ .. I ' 



HUNGARY 

U.S. AID Funds Franchise 
Project 
by Philip F Zesdman. Esq 
(Edar s Hoc Philip Zcdiman sa prner of the Wsnivgton tlate 
,nn ot Browtont Zoidwn and La"e. hnds its tnang pransice. 
and is Gmener Counse, to the fnrernanond Frunotoe Assoaron 
die sa touremgprmnmlof~astiisropezda,d iotwasonus
daes Thi a the bst or a series of araclo on trancesmg an 
EasuCeoucrlEuror 

On September 1. US AID awarded a grant to Delottle 
& Toucre Internaconal and EastEuropeLaw, Ltd. to pro
more the development of franchising in Hungary It is the 
first time an agency of the US. government has funded 
any tranchase program; it is remarkable that the maiden 
effort occurs. not in the familiar surroundings of the 
United States, but in the newly emerging market of 
Central and Eastern Europe. The initial six-month effort 
(which may carry on at least through the first six months 
of 1993) will focus on frianchasng as avehicle for entepre
neunal change and for pnvanzation in the region. 

EastEuropeLaw. Ltd. (-EEL') is a cooperative under 
taking of independent lawyers and law firms from the 
United States and Great ntaim. It assists Westem fran
chisers and other businesses as-well as local enterpnses 
and governments throughout the region. 

Why Franchsing 
AID has agreed to back the franchisig pboject on the 

realization that tranchising has some specific strengths 
that respond to critical needs in the new market 
economies of East/Central Europe and in other develop
ing markets. The 50 years of US. experience in franchisig 
has shown that this rather simple system of dastrbution is 
capable of. 

* 	 new business and employment generatiorn
* 	 rapidly expanding abusiness or service concen 

with reduced risk for the franduser and agreater 
chance of success for the franchisee: 

* 	 traiung for the nud-managerial level that has not 
existed in the economies of Fast/Central Europe 
for 40 years; 

* 	 delivering consumer goods and services of a 
consistent level of quality and price to consumers 
who have been denied any real choice in the mar
ket during previous years. 

A burgeoning fascination wsth franclusmng was evident 
anHungary quite early on, and today there is a nascent 
Hungarian Franchise Association actively working in 
Hungary to promote foreign investment and indigenous 
franchising. A second organization, the Franchise 
Institute. has just formed; one of its principals is the 
author of the first book on franchsing ever published im 
Hungary Hungary also has several asoatons of enci
preneurs, formed well before there was much entrepre
neunalism on the scene. Both these assocations can be 
excellent sorals of contacts for those seekng to devesop 
franchises or buismess assocations in Hungary 

Project Goals 
The principle obwcaves of the franchisingpropect arm 
* 	 to create a basic level of understanding of fran

chising in Hungary and its potential as acatalyst 
for new business generation; 

* 	 to communicate to the US. franchasing commu
rurv information about oppouniiesmin Hungary. 
and to interest specific franchasers u expansion 
into the Hungarian market: 

* 	 to broaden the understanding by US. and 
Hungaran financial insttuoons of the potenial 
in financing franchise investments in Hungary 

The first phase of this effort will focus almost entirely 
in Hungary. The propect then willbroaden its emphasis in 
part to US franchisers and the multitude of opportunities 
for bringing this information to them. The outreach to 
financial institutions will be a parallel effort in both coun
tnes 

Implementation
What are the building blocks of this unusual structure' 

To a significant degree. they wIll be based upon exern
ecres in bringing the concept of franchising to other coun
rnes but they will also draw ornmthe early expenenceson 
the region itself. In the last two years the concept of fran
chising-as a technique for expansion of local companies. 
as a method for the introduction of Western goods and 
services into the region. and as a vehicle icr the pnvatza
tion or state-owied enterprnse-ha, been ancroduced at 
conferences in Budapest Pragur.Sarsaw and elsewhere. 
These conferences nave been consored by groups rang
ing from the International Bar Associatron to the antomo
nopoly agencies of the affected countries to the 
Organization for Economic Cooperation and 
Development. EEL has been asked to partcipate in all of 
these programs, and we have become convinced that, 
while they are no substitutes for one-an-one discussions 
with countries within and outside the region, they remain 
an essential tool for communication. 

As a consequence of that experience, the AID protect
will include presentations at meetings. corerences and 
workshops in Budapest and other Hungarian cities ("fran
chising on the road"). the compilation of Hungarian mar
ket data for US. franchisers and ultimately the dentfica
non of both US. companies and prospective Hungarian 
franchisees The Hungarian companies will be those 
undergoing pnvatzation at their own initative or under 
the aegis of the State Property Agency. A final and critical 
element will be a prentaon before Western franchisers 
in the US, and perhaps elsewhere in the West 

Franchising and Privathatan 
AID and others in the future may also consider the 

potential franchising offers to the privatization process. 
Governments in East/Central Europe. like dozens of gov
erments worldwide. are, of course, considering or imple
menting privatizaton initiatives to reduce the cost of cer
tam government functrons and improve the etficency of 
basic services in those countries. Franchising can be uti
lized as a vehicle for the prnatization proes. which is a 
topic we will report on further in conung months 
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FRANCHISES CALLED GOOD APPROACH 
TO ENTERING EASTERN EUROPEAN MARKETS 

Franchising is uniquely suited to starting busi 
nesses in the emerging economies of Eastern Eu
rope, a U.S. lawyer with experience in franchising in 
Hungary, the Czech and Slovak Federal Republic, 
and Poland said March 16. 

Consumers in those countries are particularly 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 W2shington, D.C. law firm of 
Brownstein Zeidman and Lore and in EastEurope-
Law Ltd., an association of independent law firms 
and attorneys interested in Eastern Europe. 

In addition, the countries of Eastern Europe have 
a long tradition of small business that was held back 
under communist economic management, Zeidman 
told a meeting sponsored by the trade and business 
committee of the American Czechoslovak Society. 

Franchises provide a way for companies to tap the 
energy of individual business entrepreneurs, while 
retaining some degree of control 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 borders, 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 
retail outlets in Hungary, a representative of the 
company said at the ACS meeting. Through a joint
venture arrangement, a Hungarian partner brought 
locations and personnel to the deal, 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.S. clients who 
do business in Eastern Europe. Consequently, out
lets in smaller cities have not done as well as those 
in major towns, he said. 

Training of employees was substantially different 
in Hungary than in countries where free market 
business practices are established, the businessman 
said. Instead of the usual two-week orientation, 
MicroAge found it needed constant training, "a 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 supporting it," he said. 

Zeidman and two colleagues provide a more thor

ough discussion of franchising in Eastern Europe in 
an article prepared for BNA 's Eastern EuropeReport
.er(1 EER 190. 12/9/91).l 



Franchising Goes Global
 

PHIUP ZEIDMAN 
Partner 
Brownstein. Zeidman, 
Schomer 

An attorney based in 
Washington, Philip 
Zekdman has over 20 
years of experience 
dealing with 
international 
franchising. His firm is 
involved inEuropean 
developments and was 
instrumental insetting 
up a project with the 
goal of developing legal 
and commercial 
business inEastern and 
Central Europe. 

Franchising is one of the world's fastest growing and most lucrative 
industries. Franchise businesses will be turning over an estimated Si 
trillion in sales by decade's end. And the industry is set to take on the global
market place. WORLD LINK looks into the wonders of this remarkable 
business formula and gauges its potential for the international economyI n 1955, the United States had two ham

burger operations. one which was called 
McDonalds 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 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 i modern times. 

Of course, this is an extreme example, and a 
broad range offactors 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 cultural level, franchising is one of the 
few developments that generates employment, 
earnings and entrepreneurship at the same time. 
It disseminates ownership rights and decision
making power to thousands of small-unit opera
tors. This means that franchising is not only effi
cent 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 
architectural design. It deepens 
cooperation by building on the 
investment ofhundreds or even 
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- n 
geted for the sort of large scale 
acquisitions at price levels once e V 

reserved for industrial giants. Franchising is well 
on its way to becoming a significant financial in
strument in developed countries 

In the emergence of a market economy there 
is an obvious link between privatizauon 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 momues earmarked 
specifically for franchising businesses. The Hun
garian-American Enterprise Fund was estab
lished by the US Congress to promote private 
initiative, 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 Czechosiova-
Ida. Franchising is currently a formula almost 
tailor-made to the needs of these countries. 

Itis also a particularly good development tool 
in any partof the world where financial resources 
are short and the need to stimulate individual ini
tiative is acute. Iatin America, where franchising 
ismaking inroads, is acase in point Mexico is 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 oneof the fastest growini econo
mies in Latin America. 

Franchising does have significant export po
tential. The initial cost of international franchis
ing is high, but the formula lends itself ideally to 

export. For a service or -uniform 
business format" franchise, set
tig up in a foreign market in
volves few shipping costs or cus
toms problems. There are no 
tariff barriers to be dealt with. It 
puts little strain on the receiving 
country's balance of payments. 
In decades past, franchising has 
been proven the ideal way to 
make a business grow and in this 
decade - as the economy be
comes increasingly global - it 
should generate similar results 
on an international scale N 
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Franchising in Eastern Europe 

McGoulash to go 
5UCAPiST 

THREE 'ears se-s .'pening, Me Mc-
Donati s restakrant ust .t Vaci Ucca. 

Budapest s main noepin >creet. is still 
packed witn customers Pleased at the suc' 
Cessof its tiagsnip anc ov the proitability of 

its three other comoanv-owned outlets 
around the city. McDonald's decided to 
looy tor franchise partners to open more. 
To !is surprise. hundreds replied to nse ad
verrisement many with enough catral to 
pa; me licence fee of 4.3m forints (557.0). 
Since then, one McDonald's franchise has 
opened in aBudapest suburb. There couid 
be adozen more ov the end of 1992. 

McDonald's is nor alone in discovering 
that franctising may be not only the ieast 
r!skv but also the most popular way of in
vesting in Hungary. When Fast Food Sys
tems International advertised franchise It
cences for its Dixie Fried Chicken 
restaurants, it gor.che same overwhelming 
response. Other firms chat have completed 
contracts, or want to. include Burger King, 
Pizza Hut. Budget. Avis. .andauer (an Aus
cran bakery chain). three clothes chains 
(Kleider Bauer. Yves Rocher and Benetron). 
Manpower (a cemping agency) and hotel 
chains like Intercontnental and Novorel. 

Throughout post-communist Europe, 

S 

te, 
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Feeding the Hungary 

franchising has special advantages for for
eign companies. For many, it isthe only way 
to side-step the run-down, stare-controlled 
dsribution systems. wuch have no incen
tive to deliver products on time, if at all. 
With its own network and its own shops, a 
company can be sure chat its products actu
ally get on to shelves. 

There are other advantages. Franchise 
owners who have learnt western sales and 
service practices from their partners will 

have an edge over local rivals Quatry and 
price can be controlled more elfecctvejy 
And, as it does evervwnere. rranchtsing low
ers the investment rnsK in tricky marKets. 
Whereas joint ventures can involve large 
capital investments and impeneraoce tegal 
compicaions. franchising onngs sales
and brand recognztion-at a far lower cost. 

Franchising will also heip western -irms 
tap mto what isgoing to be asurpius of or
vace shop-owners wich a deartrn ot exen
ence. Hungary plans to prvatise 10,0C0 
state shops within the next -w years. Po
land and C:echosiovakia have simnar plans. 
Yet not all of the entrepreneurs wno get 
hold of them will be ready for compiete :i
dependence. Buying inco a tranchise means 
help with shop design, assured suppies ana 
services. easier access to bank loans taimost 
impossible to get otmerwise. since East Euro
pean banks are subject to tight monetary 
controls) and adverrmsing. 

Mr Endre Fazekas ofMcDonald's in Bu
dapest thinks that owning a franchise is me 
perfect psychological solution for mtre new 
breed of East European businessmen who 
want to own shops but are fearfiu of tosing 
their savings in a shifting economy- "Thev 
know that McDonald's will give theni acer
ran securty, and that the company is not 
interested in having atranchuse partner wno 
isin trouble." 

A few East European firms are also tr
ing out the system. Incellrobot. a private 
Hunpran company that imports comput
ers and electromns from Taiwan. wants to 
set up its own chai of shops to distinguish 
itself from is many rivals. to provide service 
as well as hardware. and to defeat distnbu
tion problems. Hoping to have as many as 
eight franchise shops by the end of the year. 
Intellroboc r-d running an aoverttsement 
and, like McDonald's. got over 3CO repiies. 
mosly from owners of private shops. 

There are sill problems to be worked 
out. Hungary has no franchise law and. 
though this poses no real obstacles to a tran
chise arrangement. it does mean that con
tracts can be rough to hammer out-and 
chat future changes in the Law may reauire 
firms to alter them. But the biggest hurdle 
may be a more basic one: in Hungarian 
there isno word for "franchise" 

I 
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Introduction 

The Hungarian Franchise Association is a newly established society formed in May. 
1991 by a number of Hungarian organizations dealing with different aspects of 
franchising The aims of the HFA include 

- establishing and supporting the franchise type of business itself in Hungar%. 
- 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 organizes 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 Hungarian 
privatization etc. conferences and exhibitions 

The Association's objectives 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 

VPs Ms. Maria Udvardi, Kereskedelmi Bank plc 
Mr. Mihily Haraszti, TRADEMARK Franchise & Marketing Cons 

Members: Mr. Liszl6 Forczek, FORDAN Ltd 
Dr. (Mrs.) Agnes Kiraly-Vegi, C.E.C.C. 
Dr. (Mrs.) Gabriella Szemere, Dixie Chicken Ltd 
Mr. Endre Viragh, Epit6gep plc 

EthicalCommettee: Dr. Kiroly Egri, Attorney 
Supeivisory Commette: Mr- Andris Hirschler, Investcenter 

Secretary General(CEO): Dr. Istvin Kiss 

Nlember 
of tie OaLd.sat~, 

A Magyar Hungarian 
Frsuchise Szoveisdg Chamber of 

IflIJ 1993. 6vi fiszponzora Commerne 
7AC~% 
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FRANCHISE
 

franchise which, after that, transfers the method to the units of 

Franchiseandprivatization
 
inHungary
 

Franchise might become a new entrepreneurial form of 
privatization inHungary This was one theme in the conference 
"The Franchise inHungary" recently held by EastEuropeLow 
and the National Savings Bank in Budapest recenty 

Foreign and Hungarian contributors of the event have lec
tured on the basic principle and economic importance of 
Franchise, have presented the application opportunities of the 
method inprivatizing state companies and services, and have 
also discussed financing issues 

EastEuropeLow Ltd. was established by American and 
British lawyers and lawyers' offices. Their goal was to spread 
franchise as an entrepreneurial form and a privatization tool 
throughout Central and Eastern Europe USAID, the interna
tional developmentlffice of the United States, provides financial 
support for their program EastEuropeLaw Budapest Ltd tries 
to expand the knowledge of Hungarian slate and entrepre
neurial organizations on franchise by organizing lectures and 
conferences in addition, tney supply Americans transferring 
franchise with Hungarian market information 

According to Philip Zeidman, co-founder of EastEuroaeLaw, 
Franchise as a Drivatization method can be successfully ap
plied to those companies whose structure and manoaement is 
similar to those usual in franchise systems Good examples are 
trading companies, big department stores, hotels and tourism 
services with national and regional chains In privatization by 
Franchise, there isno need for a single big investor to buy the 
whole chain; individual units may have separate owners The 
central organization can be the recipient of the 

the chain The taking over of tested know-how ensures the er
ficient functioning of an enterprise, and this matches the 
genuine goals of the change of ownership 

Franchise may also promote the development of domestic 
small enterprises International experiences indicate that the 
adoption of the method considerably improves the adds of a 
new enterprise's survival. It provides ownershio acquisition oo
portuniies to small investors, and drawing on the poouiation s 
money also makes it easier to finance pnvatizahon. Finally, it 
ensures that domestic property remains indomestic ownership 

A number of Western franchisers are present inHungary 
Franchisers settling here generally run their enterprise in pcri
nership with a local company 

The Hyatt International hotel chain opened the Budanest 
Atrium Hyatt Hotel in 1982 Hotel Novotel Budanest is a 
member of the French Accord hotel and catering company 
group. 

Among fast-Food chains well-established in franchise en
terprising, McDonald's was the first to apoeor on the Hunoor 
ion market. The American company established a joint ven
ture with the Babolna Agricultural Combine, with each side 
holding 50 percent McDonald's restaurants have quickly 
spread throughout both the capital and countryside 

Pizza Hut. Kentucky Fried Chicken and Dunkin Conuts 
restaurants and shops are run by the Central Eurooeon Fran
chise Group, with exclusive Franchise riahts inHuna' Surace 
King and Dairy Queen have also opened the rirs; s-os r. 
Hungary 

The MicroAge international computer tecnroscc and 
software company authorized Duna-Elektronika, a uraron 
American joint venture, with exclusive franchise ion: aca 
operates 20 shops in the country. 

Franchise chains are also operating in tin ieia or 
services, such as the Mister Mims shoe repair ouck 
service 

j 

Franchise, the privatizationtechnique
 
The stud% abridged here has been prepared bY a 

Sorking group of the Hungaran Franchise Association 
for the PRI-MAN Company. 

THE PRINCIPLE AND GENERAL ASPECTS OF FRANCHISE 

A franchlse-tVpe enterprise is an actrvity in which the 
franchisersells together with the use ofbrand namre andfull
scale traininga complex system thoroughlyfonulatedin every 
professwonaland conunercialrespect and successfullytested in 
market econonic circunstances to tie franchisee who, for 
paving a licencefee, runs it for his own benefit as an inde
pendent enterprise, on an agreed field andfora set time indi
viduallv, but on the basis ofprescrptionsand constant assist
ance ofthefranchuser 

The essence of the franchise form is that the tramework and 
content at the enterprse can be %implymultiplied and run. the 

PRIVINFO 

Cni epi enCur 1, independent but he i' till nor aione 1"-.e ot 
the rate oi the Hunumsn enerpii'ing culture rc :-1.. o,I 

necew.rv knowledee. it is no esacteration that trjncn,e not 
bcconme one ot the most ideal tools for dynamicall, snur'nc up 
and developing the Hungarian pnvate sphere 

SOME TIMELY HUNGARIAN ASPECTS OF FRANCHISE 

In the Hunganun situation. i is important that the roiomn :ea
lures exist: 

- a franchise system has proven its succe,,itil orcL-n amid 
market circuisances. 

- the Iranchisee receive%not only a lull tprote.< u-. man
agement. marketing. linancial. etc. svstem coutm - :..e 

protessionally and for the managemen at irec- ,rrx
- his enterpnse. to be financed himself. is eAal', 

independent. 

(
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- his activity is limited in time and scope. 
- he does his job according to instructions and not based on 

his own ideas; 
- although aconsiderable pan of the profit isthe franchisee's. 

he has to pay various fees for the usage of the system 
A franchise-type enterprise satisfies those basic governmen

tal pnorities which are crucial among Hungarys long-term eco
nomic and social oals. The following are listed in this category 

- assisting private enterprises. 
- in the liamework of pnvatization. transforming state com

panies and dt iding them into independent units in the field 
of small trade, services and tourism: 

- creating jobs to fight unemployment and promoting indi
vidual existence on a personal or familx basis: 

- developing underdeveloped regions and increasing their 
economic and business potentials. 

- naturalizing modem management knowledge and tech
niques. 

- drawing in foreign capital. 
- attracting and drawing in private capital and 'a'ings in 

business life to an increasing extent: 
- forcing the production of high-standard products to increase 

export potential. 
- utilizing foreign credit opportunities and eventual aid on 

an operate business basis. in accord with the main con
siderations o! the creditor 

In general. it can ne established that Iranchising. in peispec
toe is aole to create a s stel 

- which is interconnected 

- repiesenuinc a Etong economic and business potential 
- I alizmyg iodem management knowledges and techniques 
- utilizine loretun and domestic priaie capital 
- hia ing the potential to create jobs 
- cicatMI an indiN idual existence io* the enterprising popu

lation and 
- pro%iding an atracte alternative

which maN help considerably in solving the solution of the 
counr s economic problems 

It should be emphasized that agovernment is not oily mier
ested in supnortimQ pnvate enterprises in general. but in doing so 
to create successful enterprises This is not onl' important for 
citicentiv1utili7in scarce financial resources since enterpnses 
going bankrupt one after the other in the near future (witness the 
75 percent bankruptcy rate within Five years of independent en
terprses in the Westem countries!) would resuli not only in the 
low-efficiency utiltzaton of financial opportuniies. but would 
discredit the enterprise itself and would result in anegauve for
eten evaluation of Huncars. From this point of view. the very 
high success rate of franchising deserves special attention. . 

The main emphasis of foreign assistance will continue to be 
directed at putting us in action and promoting our individual ini
tiatives 

inview of this. attention should be paid to the following ele
ments of franchise 

- the promotion of capital flow in case of proper reception. 
- the promotion of naturalizing modem management tech

niques, methods and knowledges.
 
- education and professional training:
 
- assistance to pnvae enterprises
 

FRANCHISE AND PRIVATIZATION 

In Hungary, franchise may have an extraordtnar. role in 
transforming state companies to be pnvatized 

For Hungarian companies used to functioning amid com
mand-economy circumstances franchise isspectally suitabie for 
renewing their organization and their applied methods This is a 
special histonc feature of franchise in Hungary todal Hungar 
companies cannot avoid transition to market economy 
methods. 

With amarket economy forming and competition appearing. 
the success of individual companies will also depend on the effi
ciency of applying market methods. including efforts to achtese 
an evenly high standard. and resourcefully and efficientl satus
fying-customers based on their demands It is extremelk diffi
cult, in fact. almost impossible to realize these goals at acomoans 
where these principles were ignored for decades. since the hao
its of many years and the absence of business-centered thiking 
cannot be eliminated in ashort penoo 

However, the purchase- for example, of the master licence of 
a foreign franchise system considerably ease' the situation, since 
the force with which the system is applied does not pro'ide a 
diversion from the road successfully taken elsewhere 4 fran
chise svstem. throuch an almost scientlc anal': 
of the consumers' demand. contains 

- the composition o pioductvservices adapited to deniiu' 
- successfully tested and efficient ietihod' wtin nuk t i 

quick and cultuted sippli 01 piaIlts se :.ices 

adapted to real-lite conditions possible 
- the cntena to select location 
- the internal and external view of the premise tne shapin 

* - of furniture and funcnonality 
- the criteria to select the manarei of the unit N un such a 

"built-in self-motivation, which is able to cuatantee a 
constant intellectual and physical commitment. 

- efficient adventising methods 
- aclear financial record-keeping system providing. in many 

cases, financial advantages, 
- a name which can accelerate the acceptance of the prod

ucts/services of the chain: 
- training to apply. on a high standard the extin methods. 
- continuous assistance in solving market problems emerg

ing during operation 
Of course- it would be a mistake to suppose that the purchase 

of a system euaranteed success Its efficient application how
ever might solve numerous problems of acompany Opportuni
nes open up to

- efficiently apply tum-key market methods. 
- aise the intellectual standard of the company and form the 

quality of corporate culture. 
- rationalize hierarchy. 
- fully change the product range. 
- basically transform, along with pnvatization, the already 

functioning shops. 
- change the qualitative composition of employees. 
- invest financial assets more efficiently than before: 
- develop technology and continuously share the results of 

the innovation process. 
-join achain. eventually comprsing several countries whicr 

DCQiSf [sic fl 
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might extend an international relationship system and. in 
many cases. additional export (supply) opportunitues. 

This method might be a way out of one of the pnncipal catches 
of pnvatization: the majonrv of Hungarian compmnes handle 
privauanon not as a tool. but a goal in creating condrition for 
a mrre efficient functionng The shortcoming of this pnrinciple is 
that it supposes that a "new world" will arise through the ap
pearance of new methods 

However, a rationally thinkimg businessman cannot be ex
pected to tolerate several months of helplessness and acomplete 
lack of initiatives and business policy Experiences so lar prove 
that the tough part is still to come after pnvatizaion. dismissals. 
economizing, product and activity streamlining will stan withoul 
IaICey How much easier is the situation of acompani\ if it has 
ready pnnciples. if its managers know exactly what the maiket 
demands and if they prove their abilities to satisfy demands 

FRANCHISE AS ATOOL OF PRIVATIZATION 
- An example from the practice of Zarex -

Zarex Hunitars has-worked out the so-called "Double Prtva
i/aton method. the essence of which is the following 

- AN a first step the privatization method include, the pur
chase at the statec-wned compan' (together with its chain) and 
then it, intorinmation into aIranchiser (This tool i, tucce-,tilly' 
applicable mostly anong commercial or servictnc coilpies I 

- A' a first step of the method a tunherpn.iaatitot, occus 

ns th the reali/ation of the franchise system duriw xhich this 
'tep is realized either by developing the franchise v-temn onby 
the ,talled in this Framettikfranchise conversion the Ltiain 
I sold to entrepreneurs who will rut the units as Frnchisees 

The double pmrianzation method ensures the tllowin .d

- agenuine privatization occurs, that is. the coipait I unit 
20 to the ownership of entrepreneurs. 

- units which have gone to the ownership of eitrepeieneurs 
and toe tranchiser are equals. thus ensuring that market ielation' 
prevail: 

- the tranchiser can assist the units run by entrepreneurs in 
many l5asv thus entrepreneurs can operate their units more 'ael'. 

It may ensure or tree a considerable surplus c.ipe.nl 'i the 
wstem functions successfully: 

- It can he Financed on vanou%letels (either the !I.un1Clci 01 

me Iiant.hisee) from foreign or domestic resource' 
- It eiistires that the property remain in the ovnriip oi 

Hunanan entrepreneurs 
Double pnvatization worked out by Zarex Huneatr c.in pro

side assistance in the Hungarian panUiiation pracis~e i1 L[e 
ways 

In both cases. the advantageous charactenstics of tranchise 
can be used to help pnvatization 

a )One I when acompany doe%not have its own chain, but 
has nactivity which issuitable for tranchisim. In this case. one 
01Irainchise's chara.teristics can be utilized' a.surplus profit re
,ultinc from adynamic increase. which can be spent on financ
ing pnvaitation 

b)The other iswhen acompany has its own chain. and the 
so-called franchise conversion can be realized. This solution can 
be considered a regrouping of franchising capital In this strat-

I egy, the company sells its business pruperny. However instead 
of selling the pmperty to outsiders (eI. foreinners), it it purchasec 
by employees or Hungarian entrepreneurs. 

The property is sold to those who agree that thebusiness h-
I run under the franchiser's existmg brand name and busints 

methods-
In such acase the company can regain ts invested captatl '0 

more). and maintains its control over the capital throuch tmc 
franchise system. 

The so-called double-pnvatizanon tol utilizes franclusioc
to realize the sale of state-owned commercial and servicii 
property to entreprencuns. 

During the practical application of the double-pnatizatnon 
method. Zarex Hungary also presses tor the application oi other 
privatization techniques Depending on the concrete case Man
agement Buy-out (MBO). Management Buy-in (MBl) and 
Vendor Take Back solutions can also be applied Among them. 
MBO and MBI should be emphasized 

According to our expenences. to successfully realize doublc 
prisatization an expert and financially committed management 
is indispensable. For this, as a first step of double pri" atization 
it is expedient to utilize an MBO. since the chances of success 
are much better this way. 

FINANCING FRANCHISE 

A comerstone oF Hungarian pim itization and thus in me e
tablishmient of lraichisevsteni as well I,tinanciiw In couniues 
wlith a deseloped market economy. a number of 1inancin s
tems help ranchise spread. Franchise sstems can e Iinanced 
on anous levels, and these togethei can lesult in entrepreneurs 
launching their enterpi ises with asmaller own resource 

Financing oppontunities of franchise aic the follows ing 
- financin the ranchiser - by credit and capital. 
- fnancing the tranchisee - mostly by credit. but eventually 

h%capital. 
- ensaiiiiun various guarantees for both 
The complex application of these. such as in Canada. makes 

it pomsible for entrepreneurs joining soNme franchise systems to 
launch their enterprise with a 10 percent own resource This op
porunity would be useful in Hungary. all-the more so since in 
the cunent situation oF transformation, entrepreneurs are more 
1nancially vulnerable than usual 

This was recognized by Zarex Hungary when it started to e'
tabuish the Hungarian Franchise Pnvatizauon Fund This invest
ient fund oiganized on a Western model (in addition to which 

the European Bank For Reconstruction and Development wants 
to brn about a parallel fund) will assist financing ranchise sys
tem. established on the basis of the double Pnvatization method 
and within that, those where MBO or MBI have been applied 

Approaching the end of organizing the fund. privatization is 
unquestionably successful on a franchise basis. Franchise can 
establish a retnding efficiency which is difficult to ensure by 
other means. 

ACASE STUDY INUTILIZING FRANCHISE
 
AS APRIVATIZATION TOOL
 

The Tizsa Elelmtszer is Veeviiru Kereskedelmi Villala( 
(Trsza-Fuszin. the Tisza Food and Chemicals Trading Company 
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is a food wholesale company established in the old system. Amid I 
the new economic relations, at had increasing difficulties exist
ing in this form. Recognizing this, the company's management I 
decided to transform and prvatize the company. They planned 
to implement pnvaization in three steps: 

- First step: the company's transfcrmation.
 
- Second step* the pnvatizaion of the company's units (e g
 

storehouses) 
- Thirdstep: the public issue of the company's shares. 
Simultaneously with the second step of prvatization. how

ever, they planned to realize steps which considerably increase 
(he company' value and the efficiency of its operation A basic 
element of this is imteration with small trade. which (he com
pany has started 

It has become clear that the wholesale activity itself cannot 
be run efficiently. Of course. the company did not have enough 
capital to establish asmall trade chain For this reason. they de
cided to create the necessary trading activity around the wholesale 
line by franchise. The company planned to establish vanous 
franchise systems, some of which are on their way to being ac
comphshed These franchise systems are the following: 

I 	 Joker Market franchise system. which is basically a 
wholesale tranchise system The franchise system was 
planned last year. and reallzaton and the establshment of 
the system iscurremnly going on The compani has con
cluded a preliminar agieement wth 110 small traders. 
Their testing is underway. Those who meet the require
ments can be members of the Joker Market system 

2 The %orkiny out of an ABC department store Iranchise 
system has started recently It makes it possible for me
dium-c-aregorv ABC department stores of 3(X) to 6(2 sq. 

- m to join Tisza-Fuszen. Tisza-Fuszen has the type of 
.shop. and it will be the sample shop in working out the 
tranchise system 

3 	Tisza-Fuszert plans to join an existing franchise system 
worked out for food shops with a small area It would be 
a franchise systen of 100 sq m shops 

4 	 In the past two years, Tisza-Fuszin has started to estab
lish discount department stores. At present. seen such 
units are operating. and the opening of three to Five are 
being prepared. This type of shop is also suitable for 
franchisinc 

Tisza-Fusez&. during s own pmvatiration, istrying to un-
Itze franchise in order to create a small trading activity in addi
tion to wholesale. which considerably improves the efficiency 
of operation 

If these systems are run well, small trade revenue' will con
siderably increase. 

Franchise systems wkill make inpossible for the company to 
Lonsiderably expand the operation area which. at present, is lim
ited to two counties 

The company will be able to spend a part of its profit earned 
by the dynamic increase of the franchise system to nxernize 
the company. 

The franchise system will force the company to adapt flex
ibly and quickly to market relations. 

(in the initial penod of the pnvauzatmon of Tisza-Fusz&t 
Zarex Hungary acted as a franchise consultant.) 

DECISION ON FRANCHISE DURING PRIVATIZATIOff 

For some state companies during or pnor to pnvatization 
franchise is mentioned as aversion of transformation The tran
chise enterprising and marketing method is not the sole and solely 
redeeming method in the countries involved. This procedure 
cannot even be realized and applied inevery economic unit- In a 
classical sense, those companies which provide some services 
or have a national or regional chain can be taken into account 
Fustert companies conducting wholesale activities and hasing 
small trade shop chains, Afdsz companies. Tuzdp companies 
specialized in fuel and building materials or service companies 
such as Patyolat (laundries) and F6virosi Takarito Vallaiar 
(cleaning) are good examples. 

International experiences, however, indicate that the field of 

operation of franchise-system companies is even wider In gen
eral. it is worth thinking of franchise for those companies whose 
activity, partly or fully, can be comprised in a system. It is also 
important to analyze whether the market is able to besi a new 
chain in its field of activity. so 

To answer the first basic question is possible follwing a 
thorough preparatory survey prior to decision-making It should 
spread over the current market position of the economic unit and 
principles formulating the goals to be achieved b%appling 
franchise. Furthermore, a part of this study is the evaluation o 
the economic unit's market environment and the anaNsis of how 
the tuture development plans of the company harmonte ith 

the espected motion of the market This preparators part 'er' 
important in siew of the future of the economy unit. is a result o 
rcamwork. There is a need for external specialists exoert in fran
chise. but no reliable material can be prepared without the exoce
nence and knowledge of the company's top and/or medium-ie et 
manalent 

ANALYZING DECISIONSITUATIOYS, 

The company's management or the organization responsible 
for the company's privatization (consultant) should make a 
number of decisions even prior to the transformation penod pre
ceding pnvatization. 

Among the decision strategy versions. franchise. as a enter
prise-business-marketing tool (if the company is olfermise 
suitable for franchise) is one of the strategies. 

Franchise, as an alternative pnvatization procedure i.n 
emerge in two phases: 

- proi to pnrvatization or 
- after pnvatization. 
If the company management selects franchise. most of the 

questions can be answered by thoroughly examining the old. pre
transformation structure and operation. Necessarily, ththld or
gamzational frameworks are replaced by an organizailbn sup
porting up-to-date operation. Their smooth transformation can 
be tried. but a number of experiences indicate that each transfor
mation entails small or big sacrifices. In the new organization 
independent even from franchise. new functional units are brougif 
about. and old ones. unsuitable for the new frameworks disinte

grate. During transformation, decisions should be made to ter
minate organizational units or establish new ones. 

Is an old organization suitable for realizing a franchise trans
formation? Is the old management in the position to make Iran

Doil~itMC' - - no 
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chise-type transformation-related decisions excluding external 
effects' 

If they decide in favor of a franchise, it should be clarified 
whether franchise elements should be built into the new com
pany structure in the initial phase of transformation or at the fi
nal phase of privatization. 

In the case of commercial franchise systems, the central 
management is transformed, and the wholesale and small trade 
functions are partly merged The importance of the marketing 
organization changes. At the same time. an organizational unit 
dealing with assisting and training the franchisees should be es
tablished A close daily connection between the franchiser and 
the franchisee will be maintained throughout the whole contract 
penod. 

Franchisees of commercial and servicing character may have 
the chain units forming the subject of pnvatization prior to 
transformation. but there will be franchisees who would like to 
establish and organize their chain during transformation. When 
establishing a chain, however. the latter should expect to find 
themselves in front of entrepreneurs and not shop assistants. Or. 
the opportunity should be pro\ ided in the case of good franchise 
systems for the franchiser to take over complex chain systems 
Decisions in this respect are shifted towards financing questions 
Isa company raised on old corporate habits suitable for accept
ing and managing the new chain structure I Perhaps these ques
nons can only be answered if the new compai management i 
read' to start 

It isclear that wthichever phase of transfornation is consid
ered tme start of the franchise. the organizaion running franchise 
,Thould first be established. ano the pnatizauon schedule of the 
chain unit, should be set. 

Compared to old sliuctures (e.g contracted 'hopsi commer
cial or sersicinu franchise runs the chams un in closer con
tractual form At the sime time, the relation between the snop 
chain manacers and the center receives anew qualit> ineir rea.
tionship is not subordination but equaliNty 

For non-commercial franchise systems, the orcanizaonal 
chance-generating effects of transformaoin are also lid 

In making decisions the examination of the economic en''
ronment is not insignificant either. A number ot tr-ancnises run
nine anroad cannot be naturalized in Hunears becaue 'tic 

franchise: is reluctant to accept the Hunganai. econonis:i. 
roninent the taxation and lesal backeround Ltl inews e 
brought to the level of industnally developed svieue, n' proper 
legal rules and regulations. a number of unan"'erd quesion, 
remain in the field of franchising. 

When taking over foreign systems, the suitability of the 
franchisee should also be examined in addition to the general 
Hungarian economic environment. A number of well-running 
franchise systems are unable to set foot in Hungar due to its ob
solete technical means and outdated technolost In the Iramework 
of franchising. the ltanchiser provides some means for a remal 
fee to the franchisee, but does not expect. among others. the es
tablishment of spaces influencing the operation of those meins 
and the problem of their servicing. Storage and supply probteins 
may question the very feasability of the operation 

Franchisees should meet basic demands to run the system. 
These are basically changes in approach. that is. employee ap
proach should be replaced with ownership approach. 

PRIVINFO 

In franchising, financial questions should also be anssered 
Not too often. franchise systems are self-financing but 

- - franchising with the help of credit is more frequent 

In view of the Hungarian circumstances, this latter financint 
- method should be first examined. A separate chapter deals witl 

financing questions; here this question is examined only irom 
the point of view of the franchisee In the case of commerce: 
tranchise, the franchiser can extend commodity credit ano pa' 
ment allowances for the franchisee if ne sees tne short-term re
funding of his investment Of course. the questions ol franchisee' 
suitability basically concern operation. but the expected prolit or 

financial assets extended by the francniser should not be renorea 
either. 

To make a franchise system acceptable for oanks interested 
in financing or would-be franchisees, a month-by-monm teas:

bility table should prove to the franchiser that if he follows di
rections carefully. the business venture will show a iong-tern 
profit within aset period 

The franchisee also makes decisions on his own level He 
has to acquire financia! assets necessary to launch and mn the 
enterprise, to be able to resettle it in ashort period in proportion 
with the course of business For this he has to know the market 
of his business' field of operation. These should be tested ano 
analyzed in an analytical examination fonu. beyon marketing 

Franchise is built on a lorig-temi business polic. For this 
reason. during the course ofbusiness, franchisers and tranctsees 
face a number of analyzing and ca:uatn tasks Also durin 
sales in course of business. decsion-makine situanons ma' 
emerge involving the longer term These effect francnise basi

.ally or. in the worst case may terminate it On the basis or ex
imples of franchise systems functioning amid de'eloped eco
noric circumstances. it can be safely stated that bankrurnc' 

procedures are fewer for franchise-pe enterprises than tor 
business ventures pnvatized by otner means 

A basic question emerging in the course of privatizatton is 
whether a company should purchase or develop a franchise 

system. The following sub-chapter deals with this adeston 

AHUNGARIAN FRANCHISER OR THE MASTER FRANCHISEE
 
OF AFOREIGN SYSTEM?
 

If preliminary analyses and evaluations are cleari positive. 
the question emerges whether to develop or purchase. that is. 
whether a company should be a Hungarian francniser or the 
Hunganan distributor of a foreign system This isthe cornerstone 
of the transformation 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 sepa
rately which version is the best 

Pros to taking over a forcign franchlme rrvrem 

I The point is the taking over of an existing system which 

ha' been tested in practice. approved by the market and [in, ng a 

market value. 
2.In taking overa foreign system, government loans or omer 

preferential loans can be drawn in aconsiderable part of the cases 
3 The taking over and spreading of a well-known foreitn 

system serves as a model for Hungarian companies function: 
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in a similar field and expanding its chain as to the Western 
standard and quality. 

4. The Hungarian franchisee may eventually grab domestic 
supplier export opportunities. 

Pros to working out (developing) a Hungarian franchise 
SVSient 
1. Hunganan franchise systems are established according to 

Hungarian consumer habits and traditions, in accordance with 
the valid accounting laws and legal practice. 

2. Precious Hungarian knowledge, experience and system of 
relations can be utilized in the Hungarian franchise systems, in
dispensable in chain-4ype functioning. 

3 Adapting to the Hungarian economic environment. Hun
garian franchise systems can be worked out less expensively and 
introduced gradually 

Franchise will become general in Hungary and take its place 
and fulfill a long-term function in 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 Hungarian market characienstics meeting the requirements 
of the franchise enterpnse form and following its internal logic, 
and saif ing the requirements of the European Code of Ethics, 
which can amply prove that this marketing enterprise form, by 
adapting torelin %tens not only take-q a place in the economic 
public thinking. but isacuiely applied in the proper development 
phases o1 compacn rructuring. 

There is an opportunity. however, to realize a new idea in 
practice- to work our a franchise system for foreign goods and/ 
or ser ices in Huntiary accordine to Hunearian cirunsiances and 
requirements After its introduction and chain-type spread in 
Hunaan these smeis are easier to adapt. in a second step. in 
the neighbonng post-socialist countries than those coming from 
the market economy countries. There is an example for such kind 
of experiment. 

The import of goods and services doesinot necessarily draw 
the continuous import of the product. With a properly established 
indusinal. anculturaL. packaging and servicimg background. the 
franchise system in question can gradually rely on Hungaran 
suppliers Thus franchise systems can act as drawing branches 
too Meeting European-standard requirements, they can replace 
importc ina number of fields: moreover. Hungarian suppliers 
might become exporters of aproduct or service. 

SAVING CAPITAL INTHE 1ONG TERM -

INVESTMENT INTHE SHORT TERM
 

Among the main advantages of the franchise enterprtsing 
form. saving capital isoften emphasized. This is true, and every 
franchiser considers it This, however, does not mean that the 
potential franchiser should not consider vanous (often big) 
investment when working out the franchise system of one or 
more own units An earlier, well-functioning company con
ssting of several units should be transformed and reorganized 
so that it can run and control a whole chain, while its own 
units should smoothly function even in the period of transfor
mation. 

As a first step. the future franchiser should systemize in 
wnrting the elements ofhis successful venture He has to do it 
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so that each unit of his company should be operated profitably 
on the basis of those put down. He has to prove with figures that 
the operation of the individual units is profitable As a first step 
the entrepreneur who wants to join the system should examine 
how much time and what conditions it will take for his invested 
money to be earned back. The development phase of the system 
Includes ahandbook which discusses the minutest details of the 
course of business. 

Furthermore, an organic part of the system is the accounting 
system. which is equally important for the entrepreneur as an aid 
and acontrol tool for the franchiser. The legal part is one of the 
foundations of the functioning franchise systems Agreements 
concluded with the entrepreneurs regulate the rights and obliga
tions of the franchiser and the entrepreneurs throughout the whole 
contract period. It is an important part of the legal work, but also 
important are the string of contracts and agreements which the 
franchiser 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, inpractice, the whole chain-construction 

Every franchise system is measured twice- first, among those 
entrepreneurs who are considerng launchmg their own enterprise 
orjoining an existing chain. or considenug which chain to join. 
second. among consumers when the chain is built up and spread. 

Thus it is not enough to compose a successful venture in a 
franchtse system: necessary infrastructural conditions to con
tnuously ran each member of the chain should be created non 
at the beginning It involves suppliers, but also supposes consid
erable organizational transformation within the mother comoun% 
An operative organization should be established which isincall 
contact with entrepreneurs. and which analyzes and esaluates 
every motion of the market affecting the company's operaison 
and market position It is not enough to build up a chain, amar
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 last on the market or main
tain and improve its position for long. The company's operation 
should mesh with market demands and requirements. 

The working out of a franchise system involves considerable 
investment on the part of the company that cannot be shifted in 
the initial phase. to entrepreneurs joining the system The com
pilation of a proper Financial packet would be necessar, to as
sume at least a part of these costs It would consist of seseral 
pans. depending on the phase of the system's working out and 
how successful the company is on the market A free of charge 
or interest-free loan supplied by afund set aside for this purpose 
could be coupled with a preferential credit which would be ex
tended by commercial banks interested in franchise 

The study has been prepared by 
Ed Decst.LOGISZTIKA Co.. 
Mthdl Horaosi. TRADEMARK Co. 
Agner Kirdlv-Vigi. CECC 
Ividn Kiss. DASY Co.. and 
Jnor Sajo. ZAREX Hungary: 

The address of the Hungarian Franchise Assocation 
1536 Budapest, Margit kn 15-17 

P.O. Box 446 
Phone: 115-4619,fa: 135-9 149 

General secretary: lsrwin Kis 



Major U.S. Franchisors
 
To Meet with Hungarian Investors
 

In Budapest, June 21
 

The largest group of American franchising companies ever to come to Central 
Europe will be in Budapest June 21, to meet with prospective Hungarian franchisees who 
are interested in 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 
Hungarians. 

Previous meetings, co-sponsored by banks and other groups, have sought to 
identify Hungarian entrepreneurs, companies, and privatizing enterprises which are 
candidates to become franchisees or "master licensees". A number have already been 
identified; 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 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 1948...3,400+ franchises, from Memphis to 
Moscow. 

FastFrame.. A new home services concept... Franchising since 1987...1 68 
franchised units offers custom 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. 

I 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 dyeing 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 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...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 
co 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- 202-879-5730
 
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 is no charge to the participants. 
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SOME THOUGHTS ABOUT INTERNATIONAL FRANCHISING
 

FOR THE PROSPECTIVE INVESTOR OR
 

MASTER LICENSEE
 

International Franchise Association 
1350 New York Avenue, N.W. 
Suite 900 
Washington, D.C. 20005 
Tele: (202) 628-8000 
Fax: (202) 628-0812 
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General Counsel 
International Franchise 

Association 
Senior Partner 
Brownstem Zeidman and Lore 
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Suite 900 
Washington, D.C. 20005 
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Franchising: Some Key Questions & Answers 

Q. 	 What do we mean by "franchising"? 

A Franchising is a marketing system for the delivery or distribution of goods and services 

Although intemational franchising, in particular, can entail complex arrangements (for example. area 

franchises, master franchises, joint ventures), franchising in essence involves a relationship between two 

persons (orentities): the franchisor and the franchisee. It is an alternative 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 

countries. Look at it closely, however, and you see simply a repeated version of the original relationship. 

a headquarters company (the "franchisor") and thousands of operating units-each one of which is owned 

by a franchisee that has a direct relationship with the franchisor; or by an operator ofseveral uruts, 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 control, 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 franchisor is the capacity to expand the business through the efforts and 

investment ofanumber of franchisees, typically much more rapidly than if the franchisor were required to 

rely entirely on his own financial and human resources. The benefit to the franchisee is that franchising 

greatly increases the likelihood of success, by associating the new business with the franchisor's proven 
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methods and by obtaining the continuing benefits of association with the franchisor-benefits that typically 

include the trademark and servicemark. 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 mllionpersons 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 participants said theywould invest in the same franchise 

business again. Nearly half described their business as "very successful." 

Similar trends are being reported 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 "international"franchising has ahistory 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 international outlets. Canada remains 

the principal market for expansion, and today Japan runs a close second. But franchising over the last thi e 

years has also been introduced into some unexpected -once, even unimaginable -markets. For example. 

major chains and a growing number of mid-sized companies are doing business in such varied locales as 
I 
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Brazil -Czechoslovakia -the fonrer East Germany- Hungary -the People's Republic of China -

Poland - Russia - Saudi Arabia....and many more unlikely locations, with the numbers growing steadily 

Franchising in Other Countries 

Today there are 20 national franchise associations, in addition to the International FranchLse 

Association inWashington, D C., that work to encourage franchising in their home cointries, network with 

other franchise associations and serve as a source of information and support for new and developing 

franchises. These probably include the franchise association in your own country. A growing number of 

non-U.S. franchisors are developing strong, viable systems...and some of them are beginning to venture 

beyond their own borders. 

What Can We Expect From International Franchising? 

Prospective franchisees are certain to ask whether franchising will succeed, or will change, in a new 

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. 

Ifyou conclude there isa market in your country forthe particular product 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 hone 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 the investor stands in place of the franchisor 

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 thefundamentalelements, proven inthe 

U.S. and perhaps in other countries, can be applied in the international marketplace with few significant 

modifications. 

Is Master Franchising For You? Some Criteria to Consider 

Are master licenses still available from the "major" franchise systems? 
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* 	 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 in which you have some interest 

It is unlikely that there is only a single, "perfect" match for you. And there is always the 

possibility that, during the Exposition, rights to one or more you are considering may already 

have been sold. 

* 	 Gather as much information on each as you can, during the Exposition. If a franchisor is 

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 ofthe 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 for those companies not actively offering franchises, you can still learn a great deal of 

valuable information. Perhaps most important is 

- What franchises, if any, already exist in your country? 

- In what other countries, 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 frompublic companies; and, independently, you can 

research the U.S. business press. which reports regularly 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 franchisoror franchisee - you are Likely 

to be more experienced and sophisticated than the average person. And one of the principal differences is 
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that you are more likely to know what you don'tknow, and what you can'tdo 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 expertse 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 should be able to help answer many business 

questions that are closely related. In short, your counsel should be someone who can draw on a wealth of 

previous experience with a number offranchises in various business sectors and in many countnes, 
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PHILIPF.ZEIDMAN has an international reputanon as lawyer, writer and speaker. Mr. Zeidman 
has spent more than 20 years in the practice of franchisng. licensing and distribution law. He was a founder 
ofBrownstein Zeidman andLAre, Washington, D C., where he now is the seniorpartner and heads the firm' s 
FranchiseGroup. Overthelast twodecades the finn has representedliterally hundreds offranchisors n every 
aspect of franchising, both nationally and'internationally 

Mr. Zeidman is General Counsel to the International Franchise Association, and Special Counsel 
to the Japan Franchise Association. He was the first chairperson of the Franchising Committee of the 
American Bar Association; and is Chairman Emenrus of the International Franchising Committee of the 
International Bar Association. He is editor of two unportant books on franchising, LegalAspects ofSellng 
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InternationalFranchising. 

Mr. Zeidman has been engaged m franchising development in more than 30 other countnes. Most 
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markets of Central and Eastern Europe. 



International Franchising - 1989 

(As ( 

1'il

UK 1 a) 1 
.Gal" 

Asia 
2,401 

.'1 

Mexico 
742 

I
2,823 2 'I 

-j 

y 

Number of Outlets: 37,654 
Franchising companies: 397 

oui c1l nUmuIIII l I I.11LI II I Ig A,,,, nit,, wI/ UJV.,tfia ll 4 Ikt lI n. atng Ffn d li"t tnin 19N 1 

2 



Notice, Hungarian Franchise Expo,
 
Budapest, May 3-5, 1993
 

Outline of Remarks to the Hungarian Franchise Association 



FRANCHISE HUNGARY '93 

BUDAPEST. 12 - 14 MAY. 1993 

FR ST ANNOUNCEMENT 

The Interpress Exhibitions Ltd. in close co-operation with the Hunganan Franchise Association is going to organtze 
again next year the FRA.NcsE HUNGARY international exhibition which took place for the first time in Hungary on May 
7-9, 1992 in Budapest. in the Astoria East-West Business Center. 

The aim of the exhibition was to populanrze the franchise as a form of entrepreneurship, to get Hungarian business 
people - as well as private persons looking for an entrepreneur possibility - acquainted with franchise systems already 
worang in Hungary. The franchise could play a very important role in stimulating foreign captal investments. spreading 
developed technologies and know-hows in Hungary, in the prvausation program of the country and in activating the 
market of small and medium size enterprises. 

The FRANcmsE HUNGARY '92 served these aims well and reflected the real situation of the franchise in Hungary 
Although this first exhibition -considering its size - was a modest one, and the introducuon of plenty of foreign systems is 
still waited for, the event was a milestone in the history of Hungarian franchising. It created the platform of a regular. 
yearly organized forum in Hungary for those, who are interested in offering or taking over franchise systems. This forum 
is rapidly going to increase parallel with the development of the Hungarian franchise market Thanks to the FRLNcWisE 
HUNGARY the local franchise activity became more vivid. It is proved by the dynamic expansion of the working franchise 
systems and the appearance of new brands on the marker Furthermore the franchise as a technique which an be applied 
successfully in privatisation awoke the attention of the experts and investors. The importance of the event is emphasized 
by the fact that the Ministry of International Economic Relations as well as the Ministry of Industry and Commerce were 
its sponsors. 

Next year's exhibition will be held on May L2 - 14. 1L3 in the Assembly Hall of the Budapest University of Economis, to 
which all who are interested are cordially invited. 

- space only. DEM 264.4m12
 

DEM 227.-/m for members of national franchise associations
 
- shell-scheme DEM 340.-m 2
 

DEM 304.-/m2 for members of national franchise assocatiuos
 

Minimum area to be requested- 9 mz. The paces sbove are subject to a VAT of 25%. 

In case of request the possibility to introduce a franchise system within the framework of a seminar will be assured. 

For any other information concerning the exhibtuon please contact 

Interpress Exhibitions Lid.
 
Mrs. Zsuzsanna Papp / Mrs. lbolya Seifert
 
Budapest VIL Kiroly krt.9.
 
Letters: H-1364 Budapest PC 290
 
Phones: (36-1) 112-103. 112-2291, 132-3593
 
Fax: (36-1) 132-7765, 132-1751
 
Teles: 22-5080
 

The Secretanate of the Hungarian Franchise Association is at your disposal in all the questions of franchising in Hungary 
you may have. Please turn to: 

Hungarian Fanchise Association 
Dr. Istvtn Kiss. Secretary General 
Budapest. ILMargit krt 15 - 17. 
Letters: 1536 Budapest. PC 446 
Phone: (36-1) 115-4619 
Fax: (36-1) 135-9349 



MEMORANDUM
 

TO: PFZ 

FROM: FSP 

RE: Remarks: Hungarian Franchise Association
 

DATE: May 10, 1993
 

N.B. No backup beyond that already in hand should be necessary.
 
If there is something you want specifically, of course, please
 
let me know and I'll 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
 
extraordinary
 

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 nz 
word for the concept to the second annual Hungarian Franchise 
Expo -- a remarkable change in the concept of entrepreneurship -n 
an amazingly short span of years.
 

E. Therefore, I want to express the honor thac 
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 type
 
with a brief focus on "What is Franchising?". Your presence
 
here, however, cancels the need for doing so.
 

B. Perhaps a better question in this instance
 
what I have learned about franchising and its transference to a
 
changing economy.
 

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 technique of using two columns on a piece 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 huge 
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 looked 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 government approval in
 
Hungary may be caught in a morass in Poland or Czechoslovakia.
 

4. Perhaps weighing heavily on the negative 
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 itself
 
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 indigenous 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 have
 
explained 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 
real potential as a vehicle for privatization in the new 
economies in this region -- and in other parts of the world as 
well. 

IV. In Conclusion -- 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 look forward to speaking to you over the next few
 
days, and to another opportunity to do so in June, and at next
 
year's HFE.
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Philip F. Zeidman 
May 7, 1993 
page 2 

LocaiM of the HFE: 

BUDAPESTI KOZGAZDASAGTUDOMANYI EGYETEM 
(Budapest University of Economics) 

FOVAM TSR 8 

1093 BUDAPEST 

Your lecture is scheduled to be frota 12:30 to 1:00 p.m. entitled "American 
Franchises in East-Europe", The lectures, including yours, will be held in 
Lecture Hall I1 of the Budapest University of Economics 



,Business Meetings 

Budapest, May 1993 



Examples of Business Meetings
 
Budapest, May 3-5, 1993
 

1. 	 Dr. Idiko Radvanyi
 
Radvanyi & Partners
 

2. 	 Dr. Sajo Janos
 
ZAREX
 

3. 	 Dr. Laszlo Szabo
 
Inter-Europa Bank
 

4. 	 Dr. Stephen Benko
 
Citizens Democracy Corps
 

5. Ms. Mary Likar
 
U.S. Agency for International Development, Hungary
 

6. 	 Dr. Gabor Kende
 
OTP Bank
 

7. Ms. Katalin Barazda
 
U.S. Foreign Commercial Service
 
American Embassy, Budapest
 



Privatization/Meetings at the State Property Agency
 
Budapest, January 1993
 



Franchising and Privatization 

by 
Philip F. Zeidman 

Founding Principal Founding Principal 
EastEuropeLaw, Ltd. Brownstein Zeidman and Lore 

Budapest, Hungary Washington, D.C. 

An Outline for Presentations to Meetings co-sponsored by major Hungarian banks and 
EastEuropeLaw, Ltd., (Budapest, January 26-27, 1993); for presentations before the Hungarian 
State Property Agency (Budapest, January 27-28): and at a presentation to the World Economic 
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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. 	 Asia 
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 

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

A. 	 Is it equitable? 



B. 	 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. 

C. 	 Privatization by itself does not-

1. 	 Improve the quality, appearance, efficiency of the privatized 
entity. 

2. 	 Necessarily improve the quality or speed 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. 

D. 	 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. 

E. 	 How franchising can alleviate many of these concerns. 
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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 

1. 	 The Perspective of Various Parties 

a. 	 Governmental 
b. 	 The U.S. Franchisor Entering The Eastern European 

Market 
c. 	 The Eastern European Franchisor 
d. -The Eastern European Master Licensee 
e. 	 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
 

franchise which, after that, transiers the method to the units of 

Franchiseandprivatization
 
inHungary
 

Franchise might become a new entrepreneurial form of 
orvaizarion inHungary This was one theme in the conference 
"Tne Francnise in Hungary" recently held by EastEuropeLaw 
and the National Savings Bank in Budapest recently 

Foreign and Hungarian contributrs of the event have lec
tured on the basic princiole and economic importance of 
franchise, have presented the application opportunities of the 
method in privatizing state compnires and services, and have 
also discussed financing issues 

EastEuropeLaw Ltd was established by American and 
British lawyers and lawyers' offices. Their goal was to spread 
franchise as an entrepreneurial form and aprivanzation tool 
throughout Central and Eastern Europe USAID, the intema
hono develoomentffice of the United States, provides financial 
support for their program EastEuropel.aw Budapest lid. tries 
to expand the knowledge of Hungarian state and entrepre
neurial oroanizations on Franchise by oraanizing lectures and 
conferences In addition, they suoply Americans transferring 
troncise with Hungarian market information 

Accordina to Philio Zeidman, co-Founder of EastEurcoeLow, 
Franchise as a onvatization method can be successfully ap
olied to tnose companies whose structure and management is 
simlar to those usual in Franchise systems Good examples are 
trading companies, big deoartment stores hotels and tourism 
services with national and regional chains In orivaizotion by 
'rcnchise, there is no need for a single bia investor to buy the 
wnoie chain individual units may have separate owners The 
central organizotion can be the recipient of the 

the chain. The taking over of tested know-how ensures the ei
ficient functioning of an enterorse, and this matches the 
genuine goals of mhe change of ownership 

Franchise may also promote the development of domesnc 
small enterpnses International experiences indicate root me 
adopton of the method considerably imoroves the odds of a 
new enterpnse's survival Itprovides ownersnip acaulsmTon 00. 
poriunities to small investors and drowina on the population's 
money also makes it easier to finance orivanzation Finaily, it 
ensures that domestic property remains in domestic ownership 

A number of Western Franchise's are oresent in Hungary 
Franchisers settling here generally run their enteronse in part
nership with a local comoany. 

The Hyatt International hotel chain ocened the Budapest 
Atrium Hyatt Hotel in 1982 Hotel Novotel Budcoest is a 
member of the French Accord hotel and carering company 
group 

Among fast-food chains well-estoolished in franchise en
lerprising, McDonald's was the hrst to apoear on the riunoar
ran market The American company estabiishea a joint ven
lure with the Babolno Agricultural Comorne, with each side 
holding 50 percent McDonald's restaurants have quickly 
spread throughout both the capitol and countryside 

Pizza Hut, Kentucky Fried Chicken and Dunkin' Donuts 
restaurants and shops are run by the Central European Fran
chise Group, with exclusive Franchise righs in Hungary Surge, 
King and Dairy Queen have also opened bneir rirst snoos in 
Hungary 

The MicroAge international comouter technoiocy and 
sortware company authorized Duna-Elektronika. aHunorian-
American oint venture, with exclusive francnise riant ano it 
operates 20 shops in the country 

Franchise crans are also ooeratino in the field O 
services, such as the Mister Minit shoe repair quick 
service-

Franchise, the privatizationtechnique
 
The studv abridged here has been prepared by a 

working group of the ifunganan Franchie Associatron 
for tile PRI-MAN Company. 

THE PRINCIPLE AND GENERAL ASPECTS OF FRANCHISE 

A franchise-type enterprise is an actwvity in which the 
franchiserselk togetherwith the use ofbrand nane andfull
scale traning a complex system thoroughlyfonnulated i every 
profesTional and connercialrespect and successfullytested in 
narket econonic circunistancesto the franchisee who, for 

pamvig a lcence fee runs itfor his own benefit as an snde
pendent enterpnve. on an agreedfield andfor a set tme indt
viduallY. but an the basis ofprescrpoons and constantassist
ance ofthefranchuer-

The essence of the franchise lorm is that the frameworkand 
content ot the enterpnse can be .imply multiplied and run. the 
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cnticpieneur i mdependenc. but he i, ill not alone In view of 

the state oi the Hunguiian enterprising culture ana tbe lack ol 
neces.iry knowledie. it is no exa2Qeration chat franchise mignt 
beiicme one ot the most ideal cools for dynamically shaping up 
and developinn the Hungaran pnvae sphere 

SOME TIMELY HUNGARIAN ASPECTS OF FRANCHISE 

In the Hungaran situation. it is important that the following tea
tures exist: 

- atranchcse system has proven its successftil operaton amid 
market circutnctes. 

- the tranchisee reLeives not only a lull (professional man

aCement. marketing. financia.etc )system. but isalso trained 
protessionally and for the management at the emneronce. 

- his enterprise. to be financed himselt. islegally and 1iscalls 
independent. 
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- his activity is limited in time and scope: FRANCHISE AND PRIVATIZATION 
- he does his job according to instructions. and nor based on 

his own ideas: in Hungary, franchise may have an extraordinar% role in 
- although aconsiderable parn of the profit isthe franchisee's, transforming state companies to be privatized 

he has to pay various fees for the usage of the system For Hungarian companies used to functioning amid corn-
A franchise-ype enterprise saiisfies those basic govemrnen mand-economy circumstances. franchise is specially suitaoie for 

[al pnonnies which are crucial among Hungarv's long-term eco renewing their organization and their applied methods. This I, a 
nomic and social goals. The following are listed in this category: special historic feature of franchise in Hunearv tocaa Hungar% 

- assistine private enterprises. companies cannot avoid transition to market econom% 
- in the inmework of pinvatization. transforming state com methods. 

panies and dix iding them into independent urUs in the field With amarket economy forming and compertion ahocarinc. 
of small trade,.services and tourism. the success of individual companies will also deneno on the eri

- creating jobs to fight unemployment and promoine indi ciency of applying market methods. including effons to achiese 
vidual existence on apersonal or kimil basis. an evenly high standard. and resourcefuliv and eificentm sau

- developing underdevelooed regions and increasing their fying -customers based on their demands It is extremely diffi
economic and business potentials. cult. in fact. almost impossible to realize these goals atacompany 

- naturalizing modern management knowledge and tech where these principles were ignored for decade%. ince the hab
niques: its of many years and the absence of business-centereu minkinc 

- drawing in foreign capital: cannot be eliminated in ashort period 
- attracting and drawing in private capital and isaings in However. the purchase. for example. of me maser cence 01 

business life to an increasing extent: a foreign franchise system considerably ease' the situation. sin.e 
- forcineg the production of high-standard ortducts to increase the force with which the system is appiied does not piovice a 

export potential: diversion from the road successfullv taken elsewhere A,fran
- utilizinE foreign credit opportunities ant eventual aid on chise system through an almost scienfi c anail', 

an operative, business basis. In accord w di the main con of mhe consumers' demand contains 
siderations o: the crcitor - tile composition ol pioducts/ervices .adantcd to uemand, 

In general. it can he estunlished that ianIichsinig it pet peec - succefslullv tested and efficient tmemods , mcii make the 
Me. 11able to cicate a ssmei quick and cultured suppl% of pioducts-.el ie, 

- which is interconnected. adapted to real-lite conditions possiolie 
- repiesenrinc a 'iong economic and business potential. - the critena to select location. 
- ialiant mtodemi gimanagement knowledge and icLnnique, - the internal and external view of the premise the noing 
- uri lwinu toreiurn and domestic pi vate canital of Turnuture and functionality. 
- ha ing the potential to Lreate jobs. - the criteria to select the mnaei (1 m unit unmsuih a 
- Icjin an individual exI'tence lo: the eterptisin-- poou "built-in 'elf-motivation whiin i, auce to -ud.rantec a 

laion and constant intellectual and physicai comminent. 
- pro'idin an attractle alternative - efficient adverusing methods. 

which ma' help considerably in solving the solution of the - aclear financial record-keeping system pro' ding in man% 
country 'economic proolems cases. financial advantages. 

It should be emphasized that agovernment is not o9l' inter - aname which can accelerate the acceptance of the-prod
ested insupportin pnvate enterprises in 2eneral. bit indoin so uctservices of the chain, 
to create successful enterprises This is not onkl Important for - trainig to apply. on ahigh standard the esoiting method, 
effitUently utilizing scarce financial resource,. since enierpncse - continuous assistance in solving market problems emerg
going bankrupt one after the other in the near tuture iwitness ine ing dunng operation 
75 percent bankruptcy rate within five years of independent en Ofcourse it would be amistake to suppose that the purchase 
terpmbes in the Western conintres') would result not on!% in ine or a system euaranteed success. Its efficient application. how -
low-efficiency uttli:tion of financial opporunities but wouid eser might solve numerous problems of acompany. Opportun
discredit the enterprie Itself. and would result in a necatise sor ties open up to: 
eien evaluation of Hunearv. From this point of view. the %erv - efficiently apply tum-key marker methods. 
high success rate of tranchisitig deserve' special attention - - ise the intellectual standard of the company and form the 

The main emphasis of foreign assistance will continue to be quality of corporate culture. 
directed at putting us in action and promoting our individual ini - rationalize hierarchy. 
tiatives. - fully change the product range; 

In view of this. attention should be paid to the following ele - basically transform. along with privatization. the already 
ments of franchise functioning shops. 

- the promotion of capital flow in case of proper reception - change the qualitative composition of employees, 
- the promotion of naturalizing modern management tech - invest financial assets more efficientiv than before: 

niques. methods and knowledges: - develop technology and continuously share the results of 
- education and professional tramining: the innovation process. 
- assistance to pnvate enterpries -join achain. eventually composing several countnes. whicn 
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FRANCHISE 

might extend an international relationship system and. in 
many cases. additional export (supply) opporuniies 

This method might be away our of one of the principal catches 
of privatization: the majony of Hungarian compainter handle 
privalzatuin no! as a tool. but a coal in creatng condnwns for 
amore efficient funcitonung. The shortcoming of this principle is 
that it supposes that a "new world" will anse through the ap
pearance of new methods 

However a rationally thinking businessman cannot be ex
pected to tolerate several months of helplessness and acomplete 
lack of initiatives and business policy Experiences so tar prove 
that the rough part is still to come after privatization: dismissals. 
etonomrzing. product and activity streamlining will starn without 
mieicy How much easier is the situation of a company if ir has 
ready pnrincioles. if its managers know exactly what the maiket 
demands and if they prove their anotlities to satisfy demands 

FRANCHISE AS ATOOL OF PRIVATIZATION 
- An example from the practice of Zarex -

Zarex Hungarx has-worked our the so-called "Double Pnm-a
iation" method. the essence of which isthe folIlow iic 

- As a first step the priatization method includes the pur
chase ot the state-owned companN Itogether with its chain and 
men its tanstormation into a tranchiser This tool is 'ULC'N1itlls 
anplicable mostlv anong commercial orservicing W111immiuncs 

- A a first step o the method. I further pmal/aloilI'.n itI 
with the realli.iton of the franchise sytem. dunny ItslIh 111 
step is realied either by developing the tranchise sxsei ,11,s 
Ile so-:ailed tranentse con' ersion In this framewa lk tic Cnni 

issold to entrepreneurs who will run the units as tranchiee 
I he double pi' tizaton method ensures the illomt tuo 

%1i1.1i1e 
- a genuine privatization occurs. that is. the compans mnt, 

go it, the ownership of entrepreneurs
- units which have gone to the ownership of entreoeienurs 

and Inc iranchiser are equals. thus ensuring that market iei.ions 
prevail. 

- the tranchiser can assist the units run by entrerreneurs in 
marniv ways thus entrepreneurs can operate their units more aiel 

it may ensure or tree a considerable surplus coii.to. I Inc 
s sieim unctions successlullv: 

- it toin be linanced on Narious lesels (either the 
Inc tianchisee) trom foreign or domestic resources 

- it ensure% that the property remain in the on ncr'Nip .r 
Hunganan entrepreneurs 

Double privauzation worked our by Zarex Hungwxrv cin ora
vide assi'tance in the Hungarian pnvaiaon pranrice in two 
ways. 

In both cases, the advantageous charactenstics of tranchise 
can be used to help pnsalauianon 

a ) One is when acompany does not have its own chain. but 
has an activity which is suitable for franchising. In this case one 
of Ii anchise's charictenstics can he utilized: a surplus profit re
sulting from a dynamic increase. which can be spent on financ
ing pnvan7.tinn. 

b.) The other is when a company has its own chain and the 
'o-<alled franchic conversion can be reall7ed. This solution can 
be considered a regrouping of franchising capital. In this strat
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egy. the company sells its business property. However. in-teac 
ofselling the property to outsiders te.g foreigners,. it is purcnasec 
by employees or Hungarian entrepreneurs 

The property is sold to those who agree tral the bustnes, rv 
run under the franchiser's existing brand name and htinmie 
methods 

In such a case the company can regain irs invested caan.,
more). and maintains its control over the capital throuni E: 
franchise system 

The s alled double-priatization tol unilizes fratclitit 
to realize the sale of state-owned commercial and sen icing 
properly to entrepreneurs 

Dunag the practical application of the double-on'aization 
method. Zarex Hungary also presses for the application o other 
privatizalion techniques Depending on the concrete case. Man
agement Buy-out (MBO). Management Bu'-in (MBlt ana 
Vendor Take Back solutions can also be applied Among them. 
MBOarid MBI shouldbeemphasized. 

According to our experiences, to successfully realize dounic 
pisauization. an expert and financially commuted management 
is indispensable. For this. as a first step of double onaiztran, 
it is expedient to utilize an MBO. since the chances or suecss 
are much better this way. 

FINANCING FRANCHISE 

A c'merstone ot Hunganan on.tzatiaon. and thus in tie,
itanbshient oftranchise svstems a well. isfinancing In counies 

th a de eloped mat ket economy a nurmtber o. ti0nt n '

'Cilm,help franchise spread Franchise itcms can Ise inanceu 
*'n sarious levels. and these tocethe can esui in enirenreneurs 

u.inchine their enterpiu'es witn asmaller own resource 
Finiancing opportunities of franchise al- the rollowsin: 

-inanctne the tranchiser - by credit and cnoriai 
inancing the tranchisee - mostiv b) credit but esenriain 

'5si i.il. 
ensuring various guarantees for both 

The complex application of these. such as in Canada. makes 
Aipossible tor entrepreneurs joining some tranchise systems to 
launch their enterprise with a 10 percent own resource This op
ponunity would be useful in Hunearv. all the more so since in 
me curren situation of transformation. entrepreneurs are more 
'iaancially vulnerable than usual 

This was recognized by Zarex Hungary when i stanee ;o t, 
abtilih the Hunganan Franchise Privatization Fund Thi' nsc
imeni fund organized on a Western model (in addition o -hicn 
the European Bank lor Reconstruction and Develooment vams 
to bring about aparallel fund) will assist financing iranoise s
ells established on the basis ot the double Privatizaion metnod 
and within that. those where MBO or MBI have been applied 

Approaching the end of organizing the fund. pratizzion is 
unquestionably successful on a tranchse busts Francnise can 
establish a refunding efficiency which is daficuil to ensure o 
other means. 

ACASE STUDY INUTILIZING FRANCHISE
 
AS APRIVATIZATION TOOL
 

The Tisza Elelmiszer 6s Vegyidru Kereskedelmi isalat 
(Tiza-Ftiszert the Tigza Food and Chemicals Tradin .rknr 
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is a food wholesale company established in the old system. Amid 

the new economic relations, a had increasing difficulties exist
ing in this form. Recognizing this. the company's management 

decided to transform and pnvatize the company They planned 

to implement privatization in three steps: 
- First step: the company's transformation 
- Second step. the privarization of the company's units (e g *1 

storehouses) 
- Third step the public issue of the company's shares. 
Simultaneously with the second step of pnvatizaion. how

ever. they planned to realize steps which considerably increase 
the company s value and the efficiency of its operation A basic 
clement of this is integration with small trade, which the com
pany has started 

It has become clear that the wholesale activity itself cannot 
be run efficiently Of course, the company did not have enough 
capital to establish asmall trade chain. For this reason, they de
cided to create the necessary trading activity around the wholesale 
line by franchise The company planned to establish various 
franchise systems. some of which are on their way to being ac
compli-ned These franchise systems are the following: 

I Joker Market franchise system. which is basically a 
wholesale iranchise system The franchise system was 
planned last year. and reah7ation and the estabbshment of 
the system iscurrently going on The company his con
cluded a preliminary agreement with IIt snll traders 
Their testing is underway Those who meel the requiie
ments can be members of the Joker Market. ystem 

1 The %orkim! out of an ABC department stone ranchise 
stem has started recently. It make, it possible for me

dium-cateory ABC department stores of 3(X) to 6(W) sq 
m to join Tisza-Fuszet. Tisza-FuVert has the type of 
shop and it will be the sample shop in workin out the 
tranchise system 

3 Tisza-Fuszen plans io join an existing franchise system 
worked out for food shops with a small area. It would be 
a Iranchise system of 100 sq n shops 

4 In the past two years. Tisza-Fuszen has started to estab
lish discount department stores. At present. sesen such 
units are operating. and the opening of three to five are 
being prepared This type of shop is also sunable for 
franchising. 

Tista-Fu-szen. dunng is own pnvatizntion. is tryin to ut-

Ite franchise in order to create a small trading activity in addi

tion to wholesale. which considerably improves the citficiency 
of operation 

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

Franchise system' will make it possible Itr the company to 
considerubly expand the operation area which. at present. is lim
ited to two counties 

The company will be able to spend a part oF its proit earned 
by the dynamic increase 01 the franchise system to mudernize 

the company 
The trunchise system will force the company to adapt flex

ibly and quickly'to market relations. 
(In the initial period of the privauzation of Tisza-Fszert. 

Zarex Hungury acted as a franchise consultant.) 

FRANCHISE 

DECISION ON FRANCHISE DURING PRIVATIZATION-

For some state companies during or pnor to pnvanzanon. 
franchise is mentioned as a version of transformation The Cran
chise enterpnsing and marketing method is not the sole and solel 
redeeming method in the countries involved. This procedure 
cannot even be realized and applied inevery economic unit In a 
classical sense, those companies which provide some services 
or have a national or regional chain can be taken into account 
FueTh companies conducting wholesale activities and hasing 
small trade shop chains, Afdsz companies. Tuzep companies 
speciali.ed in fuel and building materials or service companies 
such as Patyolat (laundries) and FvAirosi Takarito Vallalat 
(cleaning) are good examples. 

International experiences, however. indicate that the field of 
operation of franchise-system companies is even wider In gen
eral. it is worth thinking of franchise for those companies whose 
activity, partly or fully, can be compnsed in asystem It is also 
important to analyze whether the market is able to benr a new 
chain i its ield of activity. S 

To answer the first basic question is possible folimwing a 
thorough preparatory survey poor to decision-making It snoumd 
spread over the current market position of the economic unit and 
principles formulating the goals to be achieved by appivin 
franchise. Furthermore, a part of this study is the evaluation o 
the economic unit's market environment and the analysis at how 
the tnure development plans of the company harmoni7e Itnn 
the expected motion of the market This preparatory part 'ery 
important in view of the future of the economy unit is a result ot 
teamwork There isa need for external specialists exoen :n tran
chise. but no reliable matenal can be prepared without the exce
nence and knowledge of the company's top and/or meoium--te'e: 
maiaement 

ANALYZING DECISIONSITUATIONS, 

The company's management or the organization responstoe 
for the company s privatization (consultant) should make a 
number of decisions even pnor to the transformation pernod Dre
ceding privatization. 

Among the decision strategy versions. franchise, as aji enter
prise-business-marketing tool (if the company is 0mes'se 
suitable for franchise) is one of the strategies 

Franchise, as an alternative pnvatization procedure an 
emerge in two phases: 

- pno to pnvatization or 
after pnvaization 

If the company management selects franchise. most ot inc 
questions can be answered by thoroughly examining ine old ore
transformation structure and operation Necessanly, thftid or
ganizational frameworks are replaced by an organizatibri suo
porting up-4o-date operation. Their smooth transformrtion .zn 
be tned. but anumber of expenences indicate that each trndior

mation entails small or big sacrifices. In the new organizaion 
independent even from franchise. new functional units are nrvveii 
about, and old ones, unsuitable for the new frameworks. Jiante

grate. During transformation. decisions should be made to ter
minate organizational units or establish new ones. 

Is an old organization suitable for realizing a franchise urans
formation? Is the old management in the position to me Iran-
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chise-type transformauon-related decisions excluding external 
effects? 

If they decide in favor of a franchise. it should be clanfied 
whether franchise elements should be built into the new com
pany structure in the intual phase of transformation or at the fi
nal phase of pnvauzation 

In the case of commercial franchise systems. the central 
management is transformed, and the wholesale and small trade 
functions are partly merged. The importance of the marketing 
organization changes At the same time. an organizational unit 
dealing with assisting and training the franchisees should be es
tablished. A close daily connection between the franchiser and 
the franchisee will be maintained throughout the whole contract 
period. 

Franchisees of commercial and servicing characier may have 
the chain units forming the subject of pnvatization prior to 
transformation. but there will be frarchisees w%-howould like to 
establish and organize their chain during transfornantion. When 
establishing a chain. however, the latter should expect to find 
themselves in front of entrepreneurs and nor shop assistants. Or. 
the opportunity should be pro' ided in the case of good franchise 
systems for the franchiser to take over complex chain systems. 
Decisions in this respect are shifted towards financing questions 
Is iicompany raised on old corporate habissuitable for accept
ine and managing the new chain structure? Perhaps these ques
tions can only be answsered if the new compan%management is 
read% to start 

it is clear that whichever phase of transaonnation is consid
ered me start of the tranchise. the organization runnine franchise 
should first oe esiabitshed. ana the pmatization ,hedule of the 
chain units snouild be set 

Compared to old structures (e.g. contracted 'hops). commer
cial or .seraicinu franchi'e runs the chain 5units in closer.con
tractuai form At the s-me time, the relation beiween the shop 
chain managers and the center receives ane" qualiy tnew rela
tionship is not subordination butequalit%. 

For non-commercial Franchise systems the organiiational 
change-eneranne effects of transformation are also valid 

In making decision%. the examination of the econormic envi
ronment is not insignificant either. A number of tranchises run
nine abroad cannot be naturalized in Hungars. because the 
franchisei isreluctant to accept the Hunani; eonomic envi
ronment. the taxation and legal background Until these are 
brought to the level of industnally dexeloped societes by prooer 
legal rules and regulations, a number of unanswered questions 
remain in the field of franchising 

When [aking! over loreign systems. the sutability of the 
franchisee should also be examined in addition to the general 
Hungarian economic environment. A number ot well-running 
franchise systems are unable to set foot in Hunary due to its ob
solete technical means and outdated technologt In the ranework 
of francising. the lianchiser provides some means for a rental 
fee to the franchisee. but does not expect. among others, the es
tablishment of spaces influencing the operation o those means 
and the problem of their servicing. Storage and supply problems 
may question the very feasability of the operation. 

Franchisees should meet basic demands to run the system 
These are basically changes in approach. that is. employee ap
proach should be replaced with ownership approach. 

PRIVINFO 

In franchising, financial questions should also oe ansereu 
Not too often, franchise systems are self-financin out 
franchising with the help of credit ismore frequent 

In view of the Hungarian circumsances this latter financ-nc 
method should be first examined. A separate chapter deais wit: 
financing questions: here This question is examined only torn 
the point of view of the franchisee In the case of commere;: 
franchise. the franchiser can extend commodity creait ano pa 

ment allowances for the francnisee if he sees the snon-term re
funding of his investment Of course. the questions of francnisee , 
suitability basically concem operation, but the expected proft or 
financial assets extended by the franchiser should not be ignorea 
either. 

To make a franchise system acceptable for oanks sieresrec 
in financing or would-be franchisees. amonth-bv-montn feas,
bility table should prove to the franchiser that if he follows di
rections carefully. the business venture will show a long-terin 
profit within aset penod. 

The franchisee also makes decisions on his own level He 
has to acquire financial assets necessary to launch and run the 
enterprise, to be able to resettle in a short period in oropoion 
with the course of business For this. he has to know me market 
of his business' field of operation. These snould t tested and 
analyzed in an analytical examination form beyond marketing 

Franchise is built on a long-tern busmnes polic For :nt' 

reason. dunnE the course of business franchisers and francnise.
face a number of analvans and elauanne task' Also. durin 
sales in course of business. oecision-makine siuation, ma' 
emerge involvine the loneer term These effect francnise bas'
cally or. in the worst case may terminate it On tne D3siS Or ex
amples of franchise systems functioning amid deelooeo eco
nomic circumstances. it can be safely stated that bankructz. 
procedures are fewer for francnise-tyoe enterri<es man tor 
business ventures privatized by otner mean, 

A basic quesnon emerging in the course of privatization is 
whether a company should purchase or develop a franchise 
system. The follo ing sub-chapter deals with this question 

AHUNGARIAN FRANCHISER OR THE MASTER FRANCHISEE 
OF AFOREIGN SYSTEM? 

If preliminary analyses and evaluatons are clearly positive 
the question emerges whether to develop or purcnase. that is. 
whether a company should be a Hungarian franchiser or the 
Huneanan distabutor of a forein system This is the cornerstone 
of the ransfonnation of the whole company. There are numerous 
pros andcons in both versions. A (by no means comprenensisel 
list of typical ones follows here. with the caveat that no general 

recipe exists. With each company. it should be examined sepa
rately which version is the best 

Pros to taking overa forcegnfrancluse riteln. 

1.The point is the taking over of an exisling system whici 
has been tested in practice, approved by the market and having a 
market value. 

2. In taking over a foreign system. government loans'or other 
preferential loans can be drawn in aconsiderable part of the cases 

3. The taking over and spreading of a well-known foreign 
system serves as amodel for Hungarian companies functioning 
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in a similar field and expanding its chain as to the Western 
standard and quality. 

4. The Hunganan franchisee may eventually grab domestic 
supplier export opportunities. 

Pros to working out (developing) a Hungarian franchise 
SVsteni 
1. Hungarian franchise systems are established according to 

Hunganan consumer habits and traditions, in accordance with 
the valid accounting -awsand legal practice. 

2. Precious Hungarian knowledge, experience and system of 
relations can be utilized in the Hungarian franchise systems. in
dispensable in chain-type functioning. 

3 Adapting to the Hungarian economic environment. Hun
ganan franchise systems can be worked out less expensively and 
introduced gradually. 

Franchise will become general in Hungary and take its place 
and fulfill a long-term function in economic life if. in addition to 
well-known and popular foreign systems. there will be success
fully operating Hungarian franchise systems too; chains based 
on Hungarian marker characteristics meeting the requirements 
of the franchise enterprise form and following its Internal logic, 
and sasl' imngthe requirements of the European Code of Ethics, 
which can aimply prove that this marketing enterprise form. by 
adapting foreign stlems. not only takes aplace in the economic 
public thinking. but isactively applied in the proper development 
phases of company structuring. 

There is an opportunity. however, to realize a new idea in 
practice to work out a tranchise system for foreign goods and/ 
or er' ices in Hunan- according to Hungaran circumstances and 
requirements Alter its introduction and chain-type spread in 
Hungary these %,tems are easier to adapt. in a second step. in 
the netghbonny post-socialist countries than those comin2 from 
the market economy countries. There is an example for such kind 
of experiment 

The import ot good' and services does not necessarily draw 
the continuous import 6f the product. With aproperly established 
industrial. auncultural. packaging and servicing background. the 
franchise system in question can gradually rely on Hungarian 
suppliers Thus franchise systems can act as drawing branches 
too Meeting European-standard requirements, they can replace 
imports in a number of fields: moreover. Hungarian suppliers 
might become esponers of aproduct or service 

SAVING CAPITAL INTHE LONG TERM -

INVESTMENT INTHE SHORT TERM
 

Amon the main advantage' of the franchise enterprising 
form. saving capital is often emphasized. This is true, and every 
franchiser considers it This. however. does not mean that the 
potential franchiser should not consider various (often big) 
investment when working out the franchise system of one or 
more own units An earlier, well-functioning company con
sistimn ot several units should be transformed and reorganzed 
so that it can run and control 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 systemize in 
wnting the elements of his successful venture. He has to do it 

FRANCHISE 

so that each unit of his company should be operated profitably 
on the basis of those put down. He has to prove with figures that 
the operation of the individual uits is profitable. As a first step 
the entrepreneur who wants to join the system should examine 
how much time and what conditions it will take for his invested 
money to be earned backl Te 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 is the accounting 
system. which is equally important for the entrepreneur as an aid 
and acontrol tool for the franchiser. The legal part is one of the 
foundations of the functioning franchise systems. Agreements 
concluded with the entrepreneurs regulate the nghts and oblhea
tions of the franchiser and the entrepreneurs throughout the whole 

I contract period. Itis an important part of the legal work, but also 
important are the string of contracts and agreements which the 
franchiser 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 cham-construction. 

Every franchise system is measured twice: first. among those 
entrepreneurs who are considering launching their own enterprise 
or joimng an existing chain. or considering which chain to join: 
second. among consumers when the chain is built up and spread. 

Thus it is not enough to comipnse a successful venture in a 
franchise system: necessary infrastructural conditions to con
tinuously run each member of the chain should be created nht 
at the beginning It involves suppliers, but also supposes consid
erable organizational transformation within the mother compan 
An operative organization should be established which is in dail 
contact with entrepreneurs, and which analyzes and evaluates 
every motion of the market affecting the company s operation 
and market position. It is not enough to build up a chain, a mar
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 last on the market or main
tain and improve its position for long. The company's operation 
should mesh with market demands and requirements. 

The workmg out of a franchise system involves considerable 
investment on the part of the company that cannot be shifted. in 
the initial phase. to entrepreneurs joining the system. The com
pilation of a proper financial packet would be necessary to as
sune at least a part of these costs. It would consist of several 
pans. depending on the phase of the system's working out and 
how successful the company is on the market. A free of charge 
or merest-free loan supplied by a fund set aside for this purpose 
could be coupled with a preferential credit which would be ex
tended by commercial banks interested in franchise. 

The study has been prepared by 
Edit Dicst. LOGl5ZTIKA Co..
 
Mshdlv Haraszti. TRADEMARK Co.
 
Agner Kiriilv-Vigi CECC
 
linda Kits. DASY Co.. and
 
Janor Sajd, ZAREX Hungar.
 

The address ofthe Hungarian Franchise Association: 
1536 Budapest, Mar git rt 15-17. 

P.O.Box 446 
Phone: 115-4619,far: 135-9349 

General secretary: Istvtin Kiss 
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List of consulting companies of the 
HUNGARIAN FRANCHISE ASSOCIATION 

Name and address Representative Phone Fax 
CECC Kozepeurdpai Tokebefektetesi Tarsasag iCentral European Capital Investment Co) 
1054 Bp Wrtantik tere 1 Anes Kiralv-lei I11-6296 112-641-
CRAFT Kft (CRAFTCo 1 1035 B9_Vihar u 36. Mikl6s Bornemisza 168-4845 
DASY Domes- ds Rendszerelemz6 Kft. (Decision-makng ano Svstem Analbzn Co , 
1024 Bp Margir krt 15-17. IV em 3 1536 Pf 446 Ist'an Kiss 115-4619 13-es.'9 

DAZSI Franchise Kft.7630 Pecs. Almos u 3-5 Lordn Dobos _ 10-316 
Dr Egr Kiroly Lgy'edi Iroddia 'Dr Karolb Egn sLauer Bureau, 
1053 Bp Szep u. 2 1084 Bp Pf 100 Dr Kirol%Een 117-230 I I-RI2 
EastEuropeLaw Ltd. 1088 Bp Rak6czi ut 1-3. Tamis Kovics 266-770/699 266-0360 
ECONOMIX Rt Gdbor Gergely 117-0721 117-0327 
1093 Bp. Fvim ter 8. 17-0327 
H I. T. Investcenter-Tradeinform 1053 Doronya u 4. Andrds Hirschler I18-6064 118-3732 
HAY Menedzsment Tanacsadd Kft (Management Consulting Co i J6zsef Poor 142-6251 142-6251 
1075 Bp. Madach tdr 7 I1+-2917 
INTERPRESS Kiallitisok Kft (ExhibitionsCot) Uszlo Sziszkd 132-2790 132-7765 
1075 Bp. Kiroly kmt 9 1364 Bp Pf. 290 112-1033 
LOGISZTIKA Kft. 1132 Bp-Visegridi u 57 Andris Deri 120-2512 120-2512 
11agy arGazdasdgi Kamara Oktaiao Kozpont Kft (HungananChamoer of Commerce Traming Center Co 
1114 Bp. Villinvt it I 1-13. . (SdndorNav 1 166-6588 166--410 

MARKET SYSTEM Franchise Rendszerfeji es Ker Kft (Franchise Ssem De'eloping and Trading Co.i6Y21-722 
6721 Szeed. S6hordo u 5 6701 Szeged Pf 169 Istan Kopasz 62/51-642 6214--943 
NOVOFER Rt. Peter Jamnk 166-8509 166-8509 

1112 Bp. Hegyalia dt 86 186-9350
 
OKTAV Ipar Tovabbkpzd VdlIaIat iIndusmal Professional Training Company)
 
2509 Eszrergom. Wesseldnv u 35-39. Gyula Paal 33I 1-755 331-0
 
Orszigos Kereskedelmi es Hitelbank Rt. (Natonal Trading and Credit Bank Co ) 
1051 Bp Arany Jinos u. 24 Mina Udvardi 112-5200 
OTP Bank Rt. 1051 Bp. Oktdber 6. u. 20. Imfre Gyuncza 132-2938 131-7109 
SMASH Kft. 1035 Bp. Vihar u. 36. Gibor Nevihostivi 
The Banhill Group/Binhegyi 1146 Bp Hermina u 14. Zsolt Bdnhegyi 1-141-1340 
TRADEMARK Franchise es Marketing KonzultAns Kft tFrancuse and Marketing Consultine Co i 
1118 Bp. Szep u. 2. Mihdly Haraszti 117-8043 118-2846 

TRENDSZER Bt. 1025 Bp. Tordkvesz it 95/a. Istvin Majoros 167-3204 

ZAREX Magyarorszig Kft 1064 Bp Szondit u 34 Jinos Saj6 111-9637 112-5400 

TENDER ANNOUNCEMENT 
In the framework of the decentraization pinvatization program permitted bN the State Property Agency. 

the Flizesabony State Farm is selling, on the basis of an auction 
on March 31. 1993, 10 a.m., 

the followin assets 
- showroom and aparment house of aconmercial unit. 
- store and workshop building. 
- old office building (center) 
- grain store for 400 wagons 

Place of aucton: the centre of the Fizesabony State Farm. Fuzesabony-Pusztaszkszo. 

monev equal to five percent of the bidding pnce of the asset to bepurchased pnor toConditions to take par in the auction: the payment of eamest 

the auction at the place of the auction in the cashier of the state farm
 

In the event of purchase. the sum of the securv will beconstdered part of the pa)ment 
The workshop building is rented bt an economic asoCiation 
The appro'a of the State Propen> Agency i, acondition of the haidi%of the 'ale and purchae tontraci to be :oncluded oichimmn e - -ie-

Funher detailed informanon i ,ajiljble atthe Fuzesabon, Suxe Fim phoning i39) 41-11I dunng otife nour' am toor D% irom it,
 
The aet' to te autioned tan be %neweddunng ofice hour, b, appoinrnn
 
I- .2 u.. not re.ulaied inthi' .aLi.on rnunsr. a..n mes the State ProNr% ;1 .........
ru 
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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
 

. The largest group of American franchising companies ever to come to Central 
Europe will be in Budapest June 21, to meet with prospective Hungarian franchisees who 
are interested in 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 
Hungarians. 

Previous meetings, co-sponsored by banks and other groups. have sought to 
identify Hungarian entrepreneurs, companies, and privatizing enterprises which are 
candidates to become franchisees or "master licensees". A number have already been 
identified; 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 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 1948...3,400+ franchises, from Memphis to 
Moscow. 

FastFrame...A new home services concept...Franchising since 1987...168 
franchised units offers custom 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. 

I 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 Internaiional...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 Islands. 

Sir Speedy...A totally franchised chain of business printers.. .Highest system-wice 
sales in 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...Detailing, accessories and automotive protection services ...Franchising 
since 1962... 628 units.. .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 
clo 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. 
cdo EastEuropeLaw, Ltd.
 

1401 New York Avenue, N.W.
 
Suite 900
 

Washington, D.C. 20005
 
Tele: 202-879-5730
 
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 is no charge to the participants. 
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AfnatonEASTEUROPEUw, Ltd. 
EastWest Busness Center BROWNSTEIN ZIDMAN aID LORE 

Pf 300/25 
Rdk6c= x 1-3 1401 New rkc Avnue NW 
1CSSBudnes swt 90

M gar Wasmgto, oC. 20006
Tamis Kovacs 

oeleonoe (36-1) 2664979 Philip - Zeidman, PC 
eefat (36-1) 266-6360 Tieonone. (20Z 87-730 

e0eraxt202) 879-73 

March 31, 1993 (202) 879-5730
 

VIA TELEFAX
 

Mr. Don Dwyer, Jr.
 
The Dwyer Group
 
P.O. Box 3146
 
Waco, TX 76707
 

Dear Don:
 

This letter is to elaborate upon our recent conversation,
 
confirming your company's participation in the EastEuropeLaw/
 
Agency for International Development Franchising Project, and in
 
particular its presence at the June 21 meeting in Budapest. It is
 
also to express my special pleasure in welcoming you.
 

The opportunity given to EastEuropeLaw by the Agency for
 
International Development represented an unprecedented advance for
 
franchising, and for the way in which the understanding of the
 
process could be introduced and expanded in developing countries.
 
As you know, the meeting on June 21 in Budapest that we discussed
 
represents the culmination of this initial effort. I believe chat
 
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 that
 
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 meetng
 
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 definite, you should go ahead
 
and make your travel-plans.
 

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

Franchising in Central and Eastern Europe: Hungary 
A franchise project of EastEuropeLaw, Ltd.
 

Funded by the U.S. Agency for Intemnational Development
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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 should 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) is 
translated 
available 

into 
at the 

Hungarian 
Hungarian 

(at 
Fran

our 
chise 

exoense, 
Exposition 

not 
in 

yours) 
Budape

and 
st May 12

made 

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,
 

Philip F. 	Zeidman
 

cc: Tamas Kovacs
 

Enclosure
 
FSP:22050/22142:kc
 

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



Franchising in Central and Eastern Europe: Hungarx
 
A franchise project of EastEuropeLaw. Ltd.
 

Funded by the U.S. Agency for International Development
 

FRANCHISOR DATA SHEET 

Name of Company 

Address 

Telephone
 

Telefax.
 

Brief description of
 
business to be franchised;
 

Year founded:
 

Franchising since:
 

Number of company-owned
 
units in the U.S.:
 

Number of franchised 
units in U S.. 

In the U.S.*. Initial fee:
 

Royalty fee:
 

International franchising:
 

Year first non-U.S. franchise 
granted: 

Countries in which franchise 
rights have been granted 

(Please circle-those in which units are operating). 

Total number of units operanag outside 
the U S. 

Do you grant -

Single-unit franchises 

In the U.S. 
Yes No 

Outside the U.S. 
Yes No 

Territorial. multi-unit development 
franchising 

-Master' (subfranchising rights) 

Any other important information for the 
prospective Hungarian franchisee or 
master licen:ses 

- It is recognized that fee structure may be different outside the U S., and may differ from count, to 
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eerax -202) 379-773 

May 6, 1993 (202) 879-5730 

VIA TELEFAX
 

Ms. Kay Ainsley
 
Director of International Market
 

Development
 
Ziebart International Corporation
 
P.O. 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 a 
reasonably recent article or articles that you believe accurateLy 
profiles your company and/or a selection of your own market :ng
materials. Within limits, we may be able to have some of this 
material translated for review by interested investors prior to uhe 
meeting, and in any event will endeavor to make it available no 
them in English.
 

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

Sincerely,
 

Philip F. Zeidman
 

20471/20605:kc
 

Francnising in Central and Eastern Europe: Hungary 
A franchise orotect of EastEurooetaw. Ltd.
 

Punded by me U.S. Agency for Intermational Deveiovment
 

I!f



Telephone Listing: Franchisors 6/21 

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 

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 

301-652-9017 

310-337-0803 

215-540-9442 
817-753-2909 

0113314-729-0868 
312-693-0309 

313-588-0718 

/37?
 



Banking 



EastEeuropeLaw, Ltd., prepared, and had translated into
 
Hungarian, information about U.S. banking and franchise 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 Advisory Services, Inc. 

Management Advisory Service, Inc. (MAS) is the 
prime contractor of a Consortium that includes 
Inter-American Management Consulting 
Corporation (IMCC); and Development 
Alternatives, Inc. (DAI). MAS is a small 
business concern, 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 ofsmall businesses, and small 
business owners are an important market for 
banks and relatedfinancial institutions. 

MAS has conducted 1,600 seminars on financial 
management for over 50,000 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 encourage and support lending to sniall 
businesses in A.I.D -assisted countries. To 
accomplish this, the business owner and lender 
must have a common understanding 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 avisual component. 

* 	 To provide "leave behind" materials that assist in 
refresher learning by the participant, and ensures 
practical application in their daily work. 

* 	 To assist lenders on evaluating the ability of 
businesses to repay debt and provide business 
owners with the tools to effectively manage their 
business. The training plan and matenals ame 
different for each audience, but the information is 
linked together to ensure better communucation 

* 	 To provide top quality instruction-

PRIVATE SECTOR
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STRATEGIES
 

TRAINING PROGRAMS 
for
 

Bank/Credit Officers
 
&
 

Small Business Owners/Entrepreneurs
 

Sponsored by: 
Agency for International Development 

Presentedby 
Management Advisory Services, Inc. 



A.I.D. BANK TRAINING PROGRAM
 

NOVEMBER 10 -13
 

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

LIST OF ATTENDEES
 

Budapest Bank Rt. (2)
 
Katalin Kism6din6 Kis-Ferencz
 

Kereskedelmi Bank Rt. (3)
 
Monika Kerekes
 
Zsolt Kurdi
 
Ldszl6 Kontra
 

Corvin Bank (to be determined)
 

Dunabank Rt. (3)
 
Tam&s Vblgyi
 
D6ra Madarassy
 
Ott6 Karacsony
 

Macvar Hitel Bank Rt. (3)
 
Maria Czifra
 
Gydngyi Haj6s
 
Csilla Heisz Madaras
 

Hungarian Foreign Trade Bank (3)
 
Katalin Szll8si
 
Arp&d Varga
 
Katalin Erben
 

Inter Europa Bank Limited (to be determined)
 
Ritar Nagy
 

OTP Bank (4)
 
Maria Redl
 
Andrds Csermelyi
 

Posta Bank (6)
 
2va Szabo P&kozdi
 
Tibor Halupka
 
Attila Kov&cs
 
Istv&n Tobias
 
Marta-Gy8ri
 
R6bert Bank
 



Other Guests
 
Ferenc Simon, Chemonics
 
Dr. Ndndor Papp, International Training 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, Boiworks, 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 "fr.anchise-related" programs 
receiving funding from A.I.D. (g'. , Deloitte) 

- Introduction of Steve Eastham Cnscd 6;o) 



B. Issues/Ouestions for discussion:
 

- How do interested franchisors access information re 
A.I.D. p.rograms 

- Major countries of operation; A.I.D. 'operations 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 experience 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 joint 
venture, master license, and franchise arrangements 

MNA/528/012892 
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The two following documents represent
 
EastEuropeLaw, Ltd.'s, cooperation with Hungarian financial
 
institutions over the course of the contract.
 



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 
International Division 
ICan't Believe It's Yogurt 
Dallas, Texas, U.S.A. 

3:50-4:15 

What Does 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 



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 Eastern Europe: Hungary" 

PROGRAM SPONSORS 

EastEuropeLaw, Ltd. OTP BANK 
East-West Business Center H-1051 Budapest 
Pf. 300/25 V., Nador u. 16. 
Rakoczi ut. 1-3 HUNGARY 
1088 Budapest, HUNGARY 

Tele: 361-2664979 Tele: 361-269-1685 
Fax: 361-266-6360 Fax: 361-132-0909 
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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, II,Ambassador of the United States 

2. 	 David Cowles, Director, U.S. Agency for International
 
Development, Hungary
 

B. 	 Representative of the Hungarian Government 

1. 	 Mr. Janos Both, State Property Agency 

C. 	 Introduction by the Sponsors 

1. 	 Representative of OTP 

2. 	 Philip F. Zeidman, Esq.
 
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 

1. 	 In the 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 Liszl6
 
Fordan, Ltd.
 

B. 	 The U.S. Franchisor Entering the Market 

James H. Amos, Jr.
 
President, International Division
 
ICan't Believe It's Yogurt!
 
Dallas, Texas, U.S.A.
 

C. 	 The Hungarian Master Franchisee: 

Mr. Virigh Endrdnd 
Fort Commercial Ltd.-Ceiling Doctor 

D. 	 The Hungarian Small Businessman 

Representative, ECONOMIX 

E. 	 The Privatizing Company: 

Dr. Saj6 Jdinos
 
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 Enterprise 

B. The Franchising of Government Services: Special Opportunities for Municipalities 

2:30-3:45 

Financing the Fianchise 

A. Hungarian Resources: Commercial Banks and Other Hungarian Sources 

Dr. Turin 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 



MEMORANDUM
 

TO: Deloitte Piles 

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
 
to a banking seminar to be held in March, 1993, by the U.S.
 
Agency for International Development. Early in March I was told
 
that the meeting was canceled, and that I would be advised of any
 
other future presentation.
 

fsp:wp:29484
 



Corollary Materials 



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 Europe: Hungary" 

PROGRAM SPONSORS 

EastEuropeLaw, Ltd. Agrobank 
East-West Business Center 1126 Budapest 
Pf. 300125 XIL, Boszormenyi ft 24 
Rakoczi ut 1-3 
1088 Budapest, HUNGARY 

Tele: 361-266-4979 Tele: 361-155-2722 
Fax: 361-266-6360 Fax: 361-155-4763 
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The Agrobank Conference 

"Franchising and the Foodservice/Catering Industry: Hungary" 

1:00 p.m. 

Welcome and Greetings 

Philip F. Zeidman, Esq.
 
Founding Principal. EastEuropeLaw, Ltd.
 
Founding Partner, Brownstein Zeidman and Lore",
 
Washington, D.C., U.S.A.
 

Borosnyaine Czangar Judit
 
Deputy 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 

Coffee 

A Professional Corporation 



Mid-America: 1993 U.S. Ambassadors' Tour
 
of the American Heartland 

Participation in program, May 3, 1993 



CHICAGO, ILLINOIS 

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

Update on Opportunitiesand Obstacles for 

U.S. Business in Centraland Eastern Europe 

Monday, May 3, 1993 
The Westin Hotel Chicago 

National Organizer
 
The Mid-America Committee for International Business
 

and Government Cooperation, Inc.
 

In Partnership With 
U.S. Department of State 

U.S. Department of CommercelInternational Trade Administration 
U.S. Agency for International Development 

Local Sponsors 
Waste Management, Inc. 

IMCERA Group Inc./Pitman-Moore, Inc. 

Local Patrons 
- A.T. Kearney, Inc. 

CBI Industries, Inc. 

Local Cooperating Organizations 
* National Association of State Development Agencies 

* Mid-America World Trade-Center 
* Chicago District Office, U.S. & Foreign Commercial Service, International 

Trade Administration, U.S. Department of Commerce 

* International Business Division, Illinois Department of Commerce & Community Affairs 

* Illinois World Trade Center Association 
* Illinois District Export Council 



ADDITIONS TO SEMINAR AGENDA 

HON. ADRIAN A. BASORA, the United 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 Financingand Insurance 
during the first rotation this afternoon. 

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



2.00-3:20 

3:20-3:30 

3:30-5:00 

ROTATION I - WORKSHOP SESSIONS: CRITICAL ISSUES FOR BUSINESS 
(Regents 1-4, Rex 1) 
Agriculture and Agribusiness 
* 	Paul L. Daemen, President and Chief Executive Officer, Mid-America World Trade Center 

* Thomas L. Farcuer, Vice President-Legal Affairs and Secretary, Pitman-Moore, Inc. 

* Hon. H. Kenneth Hill, Ambassador to Bulgaria 

Manuraccurng, Marketing and Distribution Channels 
* Craig S. Atkins, Jr., Senior Commercial Officer, Romania 

* Robert E. Brindlev, President and Chief Executive 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 
* Philip F.Zeidman, Partner, Brownstein Zeidman and Lore; and Representative, EastEuropeLaw, Ltd. 

Information Technology 
* John Fogarasi, Senior Commercial Officer, Bulgaria 

* Thomas M. Kelsey, Senior Commercial Officer, European Bank for Reconstruction and Development 
* Nancy A. Wilson, Director of Business Development Support, Ameritech International 

Financingand Insurance 
* Mildred 0. Callear, Vice President and Treasurer, Overseas Private Investment Corporation 

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

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

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

* Jill BezekJones, Country Manager, Central, Eastern, and Southern Europe, Trade & Development 
Agency 

Learning the 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. Hams, Senior Commercial Officer, Czech Republic 
* Frank C. Schroeder, Vice President-Corporate Development, Waste Management Incernaional 

* Emma Zukowska, Manager, Arthur Andersen & Co. 

Break 

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

Pharmaceuticalsand 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 

Registration (Ballroom Lobby) 

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

OUTLOOK FOR AMERICAN BUSINESS. Political and Economic Trends in Gencral and Earerm 
Europe 

U.S. Ambassadors: 
* Hon. Adrian A. Basora, Ambassador to the Czech Republic 
* Hon. John R. Davis, Jr., Ambassador to Romania 
* Hon. H. Kenneth Hill, Ambassador to Bulgaria 
* Hon. Charles H. Thomas, Ambassador to Hungary 

Senior Commercial Oficers: 
* Craig S. Atkins, Jr., Senior Commercial Officer, Romania 
* Joan J. Edwards, Senior Commercial Officer, Poland 
* John Fogarasi, Senior Commercial Officer, Bulgaria 
* Gary L. Gallagher, Senior Commercial Officer, Hungary 
* Daniel E. Harris, Senior Commercial Officer, Czech Republic 

Break 

ADDRESSING THE CRITICAL ISSUES: Assistance Programsto Promote and Support 
U.S. Business (Oxford Room) * 

PanelModerator: 
* Charles A. Ford, Deputy Assistant Secretary for International Operations, Departmentof Commerce 

Discussion Leaders: 
* Stanley Bokora, District Director. International Trade Administration, U.S. & Foreign Commercial 

Service, U.S. Department of Commerce 
* Mildred 0. Callear, Vice President and Treasurer, Overseas Private Investment Corporation 
* Hon. Mark M. Collins, Jr., Alternate Executive Director for the United Stares, The World Bank 
* Hon. William G. Curran, U.S. Executive Director. European Bank for Reconstruction and 

Development 
* Joseph C. Fleig, Senior Loan Officer, Export-Import Bank of the United Stares 
* Jill Bezekjones, CountryManager, Central, Eastern andSouthern Europe, Trade & Development 

Agency 
* Roberr E.Navin, Chief, Trade and Investment Office, Bureau for Europe, Agency for International -

Development 
* RomualdJ. Poplawski, Assistant Director. Illinois Department ofCommerce and Community Affairs 
* Nancy L. Schiller, Managing Director, Bulgarian-American Enterprise Fund 

LUNCHEON - KEYNOTE ADDRESS: Keys toBusiness-Government Cooperation in Centraland 
Eastern Europe (Buckingham Room) 

http:9.00-9.15


Energy and the Environment 
* Craig S. Atkins, Jr., Senior Commercial Officer, Romania 

* Hon. John R_ Davis. Jr.. Ambassador to Romania 

* John Fogarast, Senior 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 International 

* Steven M. Swanson, Ph.D., Principal, Sanders International, Inc. 

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

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

Financingand Insurance 
* Mildred 0. Callear, Vice President and Treasurer, Overseas Private Investment Corporation 

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

* Hon. William G. Curran, U.S. Executive Director, European Bank for Reconstruction and 

Development 

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

Learning the Rules of the Road 
* Hon. Adrian A. Basora, Ambassador to the Czech Republic 

* Robert E. Brindley, President and Chife 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 

* Philip F. Zeidman, Partner, Brownstem Zeidman and Lore; and Representative, EastEuropeLaw, Ltd. 

* Emma Zukowska, Manager, Arthur Andersen & Co. 

5:00-6:30 RECEPTION for seminar participants and discussion leaders (Buckingham Room) 



The International Center for Private Enterprise
 
in Developing Countries
 

Presentation to ICPE Meeting
 
Ljubjlana, Slovenia
 

June 14-16, 1993
 

"Franchising in Transitional Economies"
 



TEE INTERNATIONAL CENTER FOR PRIVATE ENTERPRISE
 

IN DEVELOPING COUNTRIES
 

During the Tito regime, the United Nations and other
 
international organizations, searching for a non-aligned country
 
in the protracted Cold War, settled on Slovenia. Itscapital,
 
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
 
International 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 assist 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.
 



ICPE 
International Centerfor Public Enterprises 

InternationalSeminar on 

FRANCHISING IN TRANSITIONAL
 
ECONOMIES
 

Ljubljana, 14-16 June 1993 

SEMINAR PROGRAMME
 

(Draft) 



Monday, 14 June, Morning 

8.00 -	 9.00 Registration 

9.00 -	 9.25 Opening of the Seminar: Welcome addresses 

9,30 -	 9.45 Introduction of the Programme: I. Pavlin 

9.45 - 10.30 European Franchising- C. Zimmer-Helou 

a. 	 What is franchising,franchisor - franchisee relationship,franchise system; 

b. 	 Europeanfranchising.Europeanmodels offranchising. Franchising-likearrangements, 
modalitiesoffranchising. Management / entrepreneurialeducation onfranchising in 

Europe. L-egalprorectionoffranchisersandfranchiseesin CEE countries. Western and 
domesticfranchisers in CEE countries. (Presentationand discussion) 

10.30 - 10.45 Coffee Break 

10.45-II.30InternationalFranchkingErperience/Franchising& Privatisation-P. Zeidman 

a. 	 Internationalexpenence in franchising:franchisingin diferent parts of the world: 

developed countries, rransitionaleconomies anddeveloping world. Experience of USA 

franchisers in CEE countries: opporrunitiesand threats: 
b. 	 The role offranchisingas a vehicle forprivatisationof stare-ownedenterpnses
 

(Presentationand discussion)
 

11.30 - 12.00 FranchisingasAn Instrument of Business Transfonnation - Chong Li Choy 

a. 	 Businessformaifranchisingandsimdlarfranchising-likearrangementsas adevelopment 
rool in transitionaleconomies; 

b. 	 Transformationof business culture; 
c. 	 Examples of copycar entrepreneurs and cultural transformation from Singapore 

(Presentationand discussionJ 

12.00 - 12.30 Franchisingin Canada / Marketing and Franchising- T. Dwight 

a. 	 Franchisingin Canada:Condinonsfor development offranchising in Canada. USA 

spill over effect and clonung foreign franchises. Transferability of the Canadian 

experience to CEE countries; 
b. 	 Markeringandfranchisingin an emerging market economy:Franchisingin an emereme 

market setting: an alternative to independent businessformation. Master franchises 

versus own developed franchise .systems. Franchisee selection. Assessing marketin 

strategy:flexibility andintegrityoffranchise model and assessingindigenousfranchise 

poential. (Presentationand discussion) 
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12.30- 13.0 Franchisingin Austria/Exportofdomesticfranchisesystems- W. Frauenhuber 

a. 	 Franchisingin Austria, export franchising; 
b. 	 Development of domesticfranchisesystems and exportfranchsing, casesfor Slovemia. 

(Presentationand discussion) 

13.00 - 13.15 Opening of the exhibition ofpaintings by S. Marflak 

13.15 - 14.00 Lunch Break 

Monday, 14 June, Afternoon 

14.15 - 14.45 FranchisingOpportunitiesand Privatisationin Slovenia - B. Petenko 
(Presentationand discussion) 

14.45 - 15.30 FranchiseSystems in Slovenia - L.Kojar, M.Hude, J.Kastelic 

a. 	 Sava Kranj (tyrefactory), 
b. 	 Case of domesticfranchise system: Merkur (tradingcompany), 
c. 	 Intertrade. (Presentationsand discussion) 

15.30 	- 15.45 Coffee Break 

15.45 - 16.15 Franchisingas aform ofentrepreneurshipdevelopment in Hungary - A. Tibor 

a. 	 Franchisingin Hungary - a snapshot; 
b. 	 Thefranchisemarker: legaland economic conditions, thefinancialside, nfrastructure: 
c. 	 The players:franchisors,franchisees (the real and would-be); 
d. 	 The directionand the pace of development; 
e. 	 The special role of the Hungarianfranchise association.(Presentationand discussion) 

16.15 	- 16.45 HungarianCases of Franchising.I Szucs,-J. Telkes and G. Bognar 

a. 	 DevelopingLocalFranchiseSystems: Case ofManagement Recruitment Finn -1. Szucs. 
The success story of a Hungarian recruitment firm, possibilities of transfernne 

recruintmentand human resources know-how to other CEE countnes; 
b. 	 Excellence in consulting: a semi - franchise structure to achieve high qualty 

management consulting stronger in their marketing potential. Case of the nerwork 
'Excellence group".(Presentationand discussion) 

16.45 - 17.15 Franchisingin Croatia, D. Mlikotin-Tomit 
Experience, practice, theory, cases, legal frame, problems.(Presentation and 
discussion) 

19.00 	...... Reception at the Hotel Lev, PanoramaRestaurant 
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Tuesday June 15, Morning 

9.00 - 10.15 Round table headed by a group of resourcepersons: Differences infranchising 
in Western Europe, North America and in Newly Industrialised Countries: 

legal framework, franchising contract, franchisee - franchser relationship, franchising-like 
arrangements, cloning offoreign franchise systems. 

A group of resource persons and resource participants will be invited to form apanel group 
at the front table. Each of them will present a short statement on the topic and later other 
participants will interact with them in a facilitated plenary discussion. 

10.15 	- 10.30 Coffee Break 

10.30 	- 11.15 Case of Poland,J. Pzjanowska, M.Z.Zandarowski 

1. 	 Franchisingas a Step to Market Economy in Poland: Historical Outline; 

a. 	 Legal aspects and explanation of basic terms related to franchising, adaptation to the 
EEC regulation: 

b. 	 The examples of PEWEX and RUCH transformationwith privarisation; 
c. 	 Problems and difficulties of Polish enterprises acting according to franchising in a 

period of economic transition. 

2. 	 Franchisingand Small Business Sector in Poland 

a. 	 The role of small business and Polish reality of 90's; 
b. 	 Franchisingcooperationbetween Western capital and small Polish entrepreneurs; 
c. 	 Franchisingas an export opportunityfor privatefirms: the case ofA. Blikle bakery; 
d. 	 Prospects/limits offranchising cooperation between western capitaland Polishfirms. 

(Presentations and discussion) 

11.15 	- 11.45 The BulgarianExperience in FranchisingBusiness - N. Lukov, S.T.Petrova 

a. 	 Implementation offranchising agreements in the public and pnvate sectors: limits and 
possibiliriesfor the implementationoffranchising as a privatisation technique under the 
Bulgarian privarisanon law and related regulations; 

b. 	 Needs and possible areas for the implementanon offranchising systems in Bulgaria, 
c. 	 Franchisingand development ofsmall and medium sized enterprises after pnvansarion 

process has been completed. (Presentationsand discussion) 

11.45-12.15Entrepreneurship& FmnchisinginRumania- C.A.Zbarciog-Faciu,LDumitriu 

a. 	 Currentsituation with franchising in Rumania; 
b. 	 Legalframework: 
c. 	 Foreign investment in Rumania Dec.90 - Apr. 93: provenance of investment, the 

commercial companies with foreign investment; 
d. 	 Impeding and impellingforcesforfranchising; 
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e. Franchisingandfranchising-similarsystems in Rumana - cases: classicalfranchising,. 
contract, originalimplementation offranchising systems in the transitionperiod; 

f Possibilitiesand expectations in this businessfield. 

12.15 - 13.00 Experience of other countries: Albania, Macedonia, Czeck Republic, etc. 

13.00 - 14.30 Lunch Break 

14.30 - 15.15 Topic requested by participants,using the presence of resourceparticipants: 
some alternatives: 

- Outstanding cases offranchising,
 
- Minimarrcase, Singapore,
 
- Internationaloffers,
 
- Cases of exportfranchisesfrom CEE countries
 

15.15 - 16.30 Group work (GroupsA, B, C) 

A - Why Western or FarEastfranchisesystems come to CEE countries. List the reasons 
and analyse them (moderator/rapporteur...): 

a. why and who has come, 
b. why they would come, 
c. why they have nor or would nor come. 

B Domestic FranchiseSystems (modenator/rapporteur...): 

a. possibleforms, 
a. advantages, 
b. shortcomings, 
c. legal and macroeconomicissues to be resolved, 
d. export perspectives of domesricfranchise systems. 

C Nationalfranchise strategies 

a. policy issues, 
b. legal and macroeconomic issues, 
c. sector specific issues, 
d. other issues, 

16.30 - 16.45 Coffee Break 

16.45 - 17.30 Review and discussion of the results of group work 

Evening free 
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Wednesday June 16, Morning 

9.00 -	 10.30 Group Worc Experience, Requirements and Prospects for Successful 
* Development of Franchisingin TransitionalEconomies 

Group A 

a. 	 legal, economic policy framework; 
b. 	 development of new domestic and importedfranchisingprojects; 
c. 	 prospective sectorsforfranchising; 
d. 	 recruitment offranchisees - partners in transitionalenvironments 
e. financing offranchise development and operation. 

Group B 

a. 	 economic, social and other development and spill-over effects offranchising: 
o 	 consumer benefits: availability,quality and price etc.; 
o 	 production and service quality standards, transferof know-how, technical and 

managenalskill and knowledge. enhanced productivity; 
o 	 direct and indirect effects on employment generation; 
o 	 market zdenaticanon and development, entrepreneurshipdevelopment, 

b. 	 entrepreneurshipdevelopment andfranchising in CEE countnes: risk raking; 
c. Support systems for promotion and development offranchising business. 

Formulationof briefrecommendations in groups and presentationof the recommendations: 

10.30 - 10.45 Break 

10.45 - 11.15 Presentation and discussion of recommendations 

11.15 - 11.30 Referral service and clearinghouse arrangementsat ICPE 

11.30 - 11.45 Valedictory, closing of the seminar 

12.00 ...... Departureto the Lake Bled and lunch 
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International Franchising:
 
The Central and Eastern European Experience
 

by 

Philip F. Zeidman1 

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 I 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 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 countnes 
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. astandard architectural identity and advertising 
and marketing support. 

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 

Thefranchisorowns 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 thefranchisor: 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 thefranchisee: 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. 

* 	 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. 
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* 	 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 to 
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) 
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- 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 Franchisirig 

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. 

-4



* 	 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. FranchiseSystem 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 Format 
Franchising and Retail Entrepreneurship", Reprint Series, Harvard University 
Graduate School of Business Administration, 1989. 
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The Choice of a Partner 

In Europe aid 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 country 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 paitner." 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 local laws and regulations and, for some franchises, real
estate opportunities; 

* 	 contacts with potential suppliers and/or customers; 

* 	 language capabilities to avoid cultural barriers; and 

* 	 the willingness to accept guidance fromthe franchisor. 

In addition, the master licensee must have the financial wherewithal to market and 
sell franchises locally 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 FranchiseExperience 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 (c) 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. 
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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 environment. 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 
just behind and the USSR almost out of the running, the current picture is 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. 

-7



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 a basis for what we can expect elsewhere in the region. 

Franchising in Hungary 

First, a quick summary: 

U.S. Fmahisors Doing Business in Hungary 

Alphagraphic Hilton, Inter-Continental, Hyatt Marriott 
Avis, Budget and other International Dairy Queen 

car rental companies Kentucky Fried Chicken 
Burger King McDonald's 
Ceiling Doctor MicroAge 
Computerland Pizza Hut 
Dunkin' Donut 

*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 ofcertain 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, sa "Franchising and Privatization", below.) 

Franchisinp 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 
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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 Huugarian 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 andpolitical 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 benefits 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 fprimitive' system, not a historically protective one such as Japan's. 

* 	 Securing clear title to real estate. It is important that property rights are 
ensured, especially when foreign franchisors finance or provide security for 
purchases or leases. For many investors the key question is, "How do I 
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 tide 
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 projits. 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 oiie 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 to 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 recent 
entrance of significant funding from such organizations as PHARE 4 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.") 

41 	 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.I.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.I.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.I.D. recently provided a grant to EastEuropeLaw, Ltd., 
Budapest (a 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. 
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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.I.D. 
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. 
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Privatization, standing alone, does not: 

1. Solve increased or excessive unemployment or underemployment. 

2. Increase the number of new businesses. 

3. Increase the number of small businesses 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 

5. 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. 

11. Create a growing, increasingly prosperous economy that can compete in 
international markets. 

5 	 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. It 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 
countries 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, essentially, 
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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T6th Attila 
igazgat6helyettes 
Allami Vagyonfigynaksig 
Budapest 

Washington, D.C., 1993.5.10 

Tisztelt T6th Ur! 

Mar n6hiny h6napja annak, hogy talilkoztam a Vagyonfigyniks6g kdpvisel6ivel 6s a 
PRIMAN csoport tagjaival. Mindkit talalkoz6 igen tanulsigos volt szamomra, s remelem 
valamennyi resztvevb sznimra. Bizonyosan On is egyetert velem, hogy a privatizaci6ban a 
franchise ny-ijtotta lehet5sigek feltarisira tett kezdeti er6feszit6sek nem fulladhatnak kudareba 
a t6tlens6g miatt. 

Ez okb6l szeretn6m tijekoztatni arr6l a tev6kenysdgr6l, melyet mi folytatunk a 
Nemzetkazi Fejleszt6si Ogynaksiggel (AID) megk8titt szerz6ddsink kereteben, s felvizolnim 
milyen feladatot villalhatna a Vagyonigynaks6g magira. Szives tij6koztatisra k6zl~m, hogy 
mijus 12-14, valamint jiinius 17-21 k6z~tt Budapesten tart6zkodom. Nagy 5r6m~mre szolgalnm, 
ha valamelyik, illetve mindket alkalommal talilkozhatnek Onnel, amennyiben On is hasznosnak 
tartja. 

Mijusban a Magyar Franchise Kiillitast latogatom meg Budapesten. Jiniusban, mikor 
visszaterek, 21-in egy egynapos talalkoz6t tartunk, amely betet5zese az AID iltal tamogatott 
projektjeink sorinak. E talilkoz6 c6lja, hogy 8sszehozza az amerikai franchise tad6kat magyar 
befektet6kkel, akik mester-franchise, illetve n6hiny esetben egyedi franchise jogok megvetele 
irant 6rdekl~dnek. A legkivil6bb arnerikai franchise itad6kb6l all6 delegaci6 lesz veldink 
jiiniusban. (Levelemhez csatoltam egy listit, amely r6vid leftist ad r6luk.) 
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Kt kfilZnbaz6 lehetasig kdpzelhet6 el: 

El6szar is ilgy tinik szinomra, hogy a Vagyonfigyn6ks4gnek el5nye szarmazhat abb6l, 
ha tijekoztatja a mdg illami tulajdonban lev6, megfelel6 villalatokat a jinius 21-i talilkoz6r6l. 
(PldAul azokat, amelyek az amerikai franchise dtad6k fizletAgdban tevekenykednek, illetve 
azokat, amelyek dtalAban a legalkalmasabbaknak tekinthet6k a franchise-ra.) Lehetnek igen 
iv6l6 cegek, amelyek eljanninek a taldlkoz6ra, es en hiszek abban, hogy az Onbk javaslata sokat 

nyomna a latban. 

Mdsodszor a privatizAci6 folyamata felgyorsulhatna azaltal, hogy a PRIMAN tanacsad6k 
tAjekoztathatngk flgyfeleiket a jiiniusi talilkoz6 nylijtotta lehetisegekr6l, s az brdekl~d5ket 
meghivhatndk erre az esem6nyre. Ahogy a januidri taldlkoz6nk is feltirta, a franchise szdamos 
vdllalat szamAm jelenthet technikai megoldast. 

Amennyiben reszletesebben kivdn e t6mir6l besz6lgetni, felt6tlenill szakitok id6t, hogy 
talilkozzam &nel mijusban. r6mmel bocsitok akkor rendelkez&sere tovabbi anyagokat a 
franchise-r61 6s a privatizici6r6l, ez hasznas dttekintdst adhat mindk6t valalatcsoportnak, akiket 
meg lehetne hivni a jiinius 21-i taldlkoz6ra. Emellett budapesti irodinkban Kovacs Tarmas 
brmnikor kdszseggel 0i rendelkez6sere ez ilgyben. 

rdekl6d6ssel virom mielabbi vilaszit, kfilins tekintettel arra a j~vbeli lehet5segre 
vonatkoz6an, hogy villalatcsoportokkal tali1kozhassunk a Vagyonfigyn6ks6gn6l, es hogy a jitniusi 
talilkoz6n On~k d1tal szervezett vallalatokat is fidv5zalhessiink. E napnak a clja bizonyos 
mbrteidg a "pirkereses" amerikai franchise itad6k 6s magyar villalatok, illetve befektetbk k5z5tt. 
Remelern, az Allami Vagyoniigyn8ks6g csatlakozik hozzdnk ebben az egyedillAll6 villalkozasban. 

Sziv6lyes iidv5zlettel, 

Philip F. Zeidman 

Mell6klet! 

cc: Dr.Csepi Lajos 
Kovics Tamas 
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A legjelentosebb amerikai franchise dtad6k
 
taldlkoz6ja magyar befektet6kkel
 

jinius 21-6n, Budapesten
 

Amerikai franchise rendszerek kdpvisel6ib6l Al6 csoport lItogat Budapestrejdnius 21
6n, hogy talilkozzon esetleges magyar itvev6ivel, akik amerikai druk, szolgiltatisok 
magyarorszdgi franchise jogainak megszerz6se irint 6rdekl6dnek. Ez lesz a legnagyobb amerika 
franchise delegdcid, amely valaha is Kz6p-Eur6pdba lItogatott. 

Az egy napos tallkoz6 a csdcspontja annak a kilenc h6napos projektnek, amelyet az 
Amerikai Nemzetkfzi Fejlesztdsi Ugyn6ks6g (USAID) 6s az EastEurope Law, a nemzetk6zi 
franchise-ra specializAl6dott, budapesti szIkhelyg nemzetk6zi c6g szponzorl. A projekt c61ja a 
franchise bevezet6se Magyarorszigon; abban a biztos hitben, hogy a franchise, amely szerte a 
vilIgon sorra dinti a sikerrekordokat, a magyarok. szdmra is 6ppily vonz6 lehet6s6g lesz. 

Az el6z6 talilkoz6k, melyeket bankok 6s egy~b csoportok is szponzordltak, azoknak 
a magyar v411alkoz6knak, villalkozisoknak 6s privatiziland6 villalatoknak a kivilasztAsdt 
cdloztAk, amelyek alkalmasak lenndnek franchise dtvev6knek vagy mesterlicenc-dtvev6knek. 
Szdmos villalat mdr kivilasztAsra keril1t, de a rendelkez6sre il16 id6 6s hely korlitai kbzott 
tovdbbi Erdekl6d6 vdllalatok is talIlkozhatnak egy vagy akdr t6bb amerikai franchise dtad6val. 

Az amerikai franchise Stad6k: 

Arby's...Vezet6 amerikai franchise rendszergazda, amely gyorsdtkeztet6 hldzatdban 
marhasflltet 6s kOl6nf61e szendvics specialitdsokat kfndl. Franchise rendszere sikerrel 
mikddik KanadAban, Mexik6ban, a Bahamikon, Hollandidban, Hong-Kongban, 
Kindban, Kuvaitban, az EgyesOlt Arab Emirdtusokban, Curacoban, a FUl6p
szigeteken, Puerto Ricoban, Thaif6ld6n,. TorbkorszAgban, az Egyesfllt Kirilysigban 
6s Brazilidban. 

Baskin-Robbins... A fagylalt 6s yoghurt-fagylalt legnagyobb franchise dtad6ja a 
vildgon...Az legrdgibb franchise renqdszerek k6z6 tartozik, 1948 6ta mlkbdik.. .Tbbb, 
mint 3400 franchise Atvev6je van viligszerte, Memphis-t6l Moszkvig. 



Fast Frame.. .Egy £ij szolgiltatAsi koncepcid az otthonukat sz6pit6knek... 1987 6ta 
mfk6dik... 168 franchise fizletb6l d16hdl6zata sikerrel kindlja k6pkeretez6si 
szolgiltatAsait Amerikiban... Rendszer6t Eur6pdban, Mexik6ban 6s Uj-Zdlandon is 
szeretn6 elterjeszteni. 

Future Kids.. .Gyorsan nbvekv6 szdmft6g6pes oktatisi rendszer...Tfz 6v alatt 100 
Oizletb6l A116 hil6zata alakult kd...Szolgd1tatisait els6sorban 5-13 6ves gyermekeknek 
ajdnlja privAt oktatisi k6zpontok formAjdban. 

I Can't Belive It's Yoghurt... Tabb, mint 400 franchise Ozletb6l d116 yoghurt
fagylalt hdl6zat... A vilAgon mindenOtt taldlkozhatunk a j61 ismert "ICBY" 
r6vidft6ssel... Viligszerte mrk6dteti franchise rendszer6t. 

Rainbow International...Szbnyeg- 6s filgg6nyfest6st, -tisztftist v6gez 
helyben.. .Az 1981-ben alapitott c6gnek ma k6tezren felilli franchise dtvev6je van a 
vilAg minden r6szdn... Mester-franchise jogot adott el Franciaorszigban, Anglidban, 
Kanaddban, Guatemaldban, Irorszigban, Szingapurban, -Taivanban 6s 
AusztrAlidban.. .Egyedi franchise jogot a Bahamdkon, az Egyesfllt Kirlysigban 6s a 
Virgin Szigeteken. 

Sir Speedy.. .Nyomdai szolgltatlsokra szakosodott, kizAr6lag franchise formdban 
Oizemel6 flzletlinc.. N6gy 6v 6ta a legmagasabb 6rt6kesft6si rAtAval dolgozik az 
fizietdigban...885egys6ge Oizemel...Terjeszked6sdnek c61pontjai D6l-Amerika, Eur6pa 
6s a Csendes-6ceAni t6rs6g. 

Subway Sandwiches & Salads...1974 6ta mik6dik franchise formdban.. .Hdt 
6v 6ta a vilig leggyorsabban ndvek'6 franchise rendszere.., T6bb, mint 7000 egys6ge 
Ozemel Amerikiban 6s a vilig 10 mdsik orszigiban. 

Ziebart...Autdtartoz6kok 6s autdvedelmi szolgiltatdsok...1962 6ta miikddtetl 
franchise rendszer6t...628 egys6ge zemel... Erdekelt a tengerentdil 
terjeszked6sben... Mdr 42 orszigban vannak kapcsolatai.' 



A fentiek mellett mdg tovdbbi franchise c46gek csatlakozAsa vdrhat6. Mindazok, akik 6rdekl6dnek 
a jdnius 21-6n megrendez6sre kerfil6 tallkoz6 irint, miel6bb vegy6k fel a kapcsolatot a 
k~vetkez6 szem6lyekkel: 

Kovics Tamds 
EastEurope Law, Ltd. 

East-West Business Center 
1088 Budapest 

Rik6czi dt 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 rdsztvev6 megkapja Po6r-Zentai: Franchise, 6t a sikeres vdllalkozdshoz cfmG 
kbnyv6t, a franchise t6makbr6ben megjelent els6 magyar szakkbnyvet, valamint a kifejezetten 
erre az alkalonra 6sszedllftott magyar nyelvG franchise szakirodalmat. A rdszvdtel dfjtalan. 



Franchise K6z6p- 6s Kelet-EurdpAban: Magyarorszig
 
Az EastEurope Law, Ltd. Franchise Projektje
 

Az Amerikai Nemzetk6zi Fejleszt6si Ugynaksig (USAID)
 
Altal Tdmogatott Projekt
 

A FRANCHISE ATAD) ADATAI
 

A villalat neve:	 Futurekids, Inc. 

A franchise tArgyAt k6pez6 zlet 
rbvid lefrdsa:	 Szdmft6g6pes oktatAsi k6zpontok 3-15 

dv k6zbtti gyermekek szndra, hogy 
megtanuljik a szmft6g6pek hasznilatit. 

Alapftis 6ve:	 1983 

Mi6ta mGk6dik franchise formdban:	 1989 

A villalat sajdt tulajdond egysdgeinek 
szAma az USA-ban: 0 

A villalat franchise dtvev6inek szdma 
az USA-ban: 329 

Franchise dfjak az USA-ban': 

Indul6 franchise dfj:	 25 000 US $ 

Folyamatos dfj (royalty):	 360 US $ plusza brutt6 forgalom 10%-a 

sA franchise dfj eltdrhet az USA-ban alkalmazott dfjakt6l, 6s orszigonkdnt kfillnb6z6 lehet. 



Nemzetkazi franchise:
 

Az els6 Amerikin kfvili franchise szerz6dds
 
megkotdsenek id6ponta:
 

Mely orszdgokban van franchise-jogi szerz6ddse:
 

Osszes Amerikn kfvOli egysdg6nek szdma: 

Milyen formiban ad dt franchise jogot: 

Egyedi 

Terilleti 

Mester-franchise (szub-franchise) 

1990 

Japin, Kanada, Mexik6, Brazilia, Chile, 
Argentina, Hong Hong, Szingapur, 
Ausztrilia, Irorszig, Thaifdld, Indon6zia 

66 

USA-ban USA-n kfvfil 

igen nem igen nem 

x x 

x x 

x x 



Franchise Kbz6p- ds Kelet-Eur6pdban: MagyarorszAg
 
Az EastEurope Law, Ltd. Franchise Projektje
 

Az Amerikai Nemzetkbzi Fejlesztisi Ugyn6ksig (USAID)
 
Altal Tdmogatott Projekt
 

A FRANCHISE ATAD6 ADATAI
 

A vdllalat neve:	 Arby's, Inc. 

A franchise ttrgydt kdpez6 Ozlet 
r6vid leirdsa:	 Marhasflltet, csirkdt, 6riisszendvicseket 

6s egy6b szendvics specialitisokat kindl6 
gyors6tkeztet6 hil6zat 

AlapftAs 6ve: 1964 

Mi6ta mfik6dik franchise formdban: 1964 

A villalat sajit tulajdont egys6geinek 
szima az USA-ban: 270 

A vgllalat franchise Atvev6inek szima 
az USA-ban: 2300 

Franchise dijak az USA-ban4 :
 

Induld franchise dij: 25 000 - 37 000 Us $
 

Folyamatos dfj (royalty):	 3,5 - 4 % 

' A franchise di] eltdrhet az USA-ban alkalmazott dfjakt6l, 6s orszigonk6nt kGl6nbbz6 lehet. 



Nemzetk6zi franchise;
 

Az els6 AmerikAn kfvilli franchise szerz6d6s
 
megk6ttsenek id6pontja:
 

Mely orszdgokban van franchise-jogi szerz6ddse:
 

Osszes AmerikIn kfvilli egys6g6nek szima: 

Milyen formdban ad At franchise jogot: 

Egyedi 

Terilleti 

Mester-franchise (szub-franchise) 

1980 

USA, Kanada, Egyesllt Kirilysig, 
Luxemburg, Hollandia, Kuvait, 
G6r6gorszAg, Thaif6ld, Hong Kong, 
Indondzia, Marokk6, Mexik6, Egyesilt 
Arab Emirttusok, Egyiptom, Szaud-
Artbia, T6r6korszdg, Portugilia, 
Libanon, Bahama Szigetek, Aruba, 
Curacao, Brazilia, Chile, Argentina 

130 

USA-ban USA-n kfviil 

igen nem igen nem 

x x 

x x 

x x 



Franchise Klz6p- 6s Kelet-Eur6pdban: MagyarorszAg
 
Az EastEurope Law, Ltd. Franchise Projektje
 

Az Amerikai Nemzetkizi Fejleszt6si Ugynbks6g (USAID)
 
Altal Tdmogatott Projekt
 

A FRANCHISE ATADO ADATAI 

A villalat neve:	 The Barbers/Cost Cutters/City Looks 

A franchise tArgydt k6pez6 itzlet 
rdvid lefr.sa:	 Komlett, kulcsra k6sz 8-10 alkalmazottat 

foglalkoztat6 hajszalon, s az ennek 
mik6dtet6s6hez szilksdges marketing 
program, a teljes, folyamatos technikai 
6s (izletviteli oktatAssal. 

AlapftAs 6ve:	 1968 

Mi6ta mfkbdik franchise formdban:	 1970 

A villalat sajdt tulajdoni egysdgeinek 
szima az USA-ban: 3 

A vlIlalat franchise dtvev6inek szdma 
az USA-ban: 633 

Franchise dfjak az USA-ban': 

Indul6 franchise dfj:	 19 500 US $ 

Folyamatos dfj (royalty):	 6 % 

6A franchise dfj elt6rhet az USA-ban alkalmazott dfjakt6l, 6s orszdgonkdnt kil6nb6z6 leher 



Nermzetk6zi franchise: 

Az els6 Amerikdn kfi franchise szerz6dds
 
megk6t6s6nek id6pontja:
 

Mely orszigokban van franchise-jogi szerz6d6se:
 

Osszes Amerikin kvOli egys6g6nek szAma:
 

Milyen formdban ad it franchise jogot:
 

Egyedi 

Tertileti 

Mester-franchise (szub-franchise) 

Egy6b fontos informdcid 
a magyar franchise Atvev6k szAmdra: 

1992 

FranciaorszAg 

2 

USA-ban USA-n kfvl 

igen nem igen nem 

x x 

x x 

x X 

Az dtad6 rugalmas, minden hasznos 
javaslatot k6szs6ggel megfontol. Szeretne 
n6hiny dllami fodriszszalont dtformdlni. 

,yA
 



Franchise Kbz6p- 6s Kelet-Eur6pdban: Magyarorszig
 
Az EastEurope Law, Ltd. Franchise Projektje
 

Az Amerikai Nemzetk6zi Fejleszt6si Ugyn6ks6g (USAID)
 
Altal Timogatott Projekt
 

A FRANCHISE ATADO ADATAI 

A villalat neve:	 Decorating Den Systems, Inc. 

A franchise tirgydt k6pez6 iet 
rbvid lefrisa:	 A vilig els6 otthonr6l megrendelhet6 

bels6 dekordci6s szolgiltat6 rendszere 

AlapftAs 6ve:	 1970 

Mi6ta mGk6dik franchise formiban:	 1970 

A villalat sajdt tulajdond egys6geinek 
szdma az USA-ban: 0 

A villalat franchise dtvev6inek szima 
az USA-ban: 1200 fblatt 

Franchise dfjak az USA-ban2: 

InduI6 franchise dfj:	 8 900 - 24 000 US $ 

Folyamatos dfj (royalty):	 7-11 % 

2A franchise dij eltdthet az USA-ban alkalmazott dfjaktdl, 6s orszdgonk6nt k'lnboz6 lehet. 



Nemzetkbzi franchise:
 

Az els6 Amerikin kfvilli franchise szerz6dds
 
megk6tdsdnek idipontja:
 

Mely orszdgokban van franchise-jogi szerz6ddse:
 

Osszes AmerikAn kfvilli egys6g6nek sztma: 

Milyen formAban ad it franchise jogot: 

Egyedi 

Terfileti 

Mester-franchise (szub-franchisd) 

1988 mdjus 

USA, Japdn, EgyesGIlt Kirilysig, 
Kanada, Spanyolorszdg, Ausztrila 

125 

USA-ban USA-n kfvfil 

igen nem igen nem 

x 

x x 

x 

x x 



Franchise Kdz6p- 6s Kelet-Eur6pdban: Magyarorszig
 
Az EastEurope Law, Ltd. Franchise Projektje
 

Az Amerikai Nemzetkdzi Fejleszt6si Ugyn6ksig (USAID)
 
Altal Tdmogatott Projekt
 

A FRANCHISE ATAD6 ADATAI
 

A villalat neve:	 Fantastic Sam s International, Inc. 

A franchise tArgyAt kepez6 izlet 
rbvid lefrdsa:	 Csalddi hajdpolisi szalonok, a csald 

6sszes tagjira kiterjed6 teljes korl 
sz6ps6g~po1dsi szolgiltatAs (f6rfi, n6i, 
gyermek) 

Alapftis dve:	 1974 

Mi6ta milk~dik franchise formdban:	 1976 

A vdllalat sajit tulajdoni egys6geinek 
szima az USA-ban: 1 

A villalat franchise dtvev6inek szAma 
az USA-ban: 1176 

Franchise dfijak az USA-ban': 

Indul6 franchise difj:	 25 000 US $ 

Folyamatos dfj (royalty):	 Heti 170 US $ 

IA franchise dij elt6thet az USA-ban alkalmazott dfjakt6l, 6s orszdgonk6nt kiillnbdz6 lehet. 



Nemzetk6zi franchise:
 

Az els6 Amerikin kfvOli franchise szerz6dds
 
megk6t6s6nek id6pontja:
 

Mely orszigokban van franchise-jogi szerz6ddse:
 

bsszes AmerikAn kfvfili egys6g6nek szAma: 

Milyen formdban ad dt franchise jogot: 

Egyedi 

Terilleti 

Mester-franchise (szub-franchise) 

Egydb fontos informAci6 a magyar 
franchise Atvev6k szdmira: 

1985 

USA, Kanada, Japin,. Taivan, 
Szingapur, Egyesfilt Kirdlysig 

125 

USA-ban USA-n kfvl 

igen nem igen nern 

x 

x 

xx 

A vildg legnagyobb franchise rendszert 
sz6ps6gszalon villalata, t6bb, mint 1300 
milk6d6 szalonnal. 

7.
 



Franchise Kz6p- 6s Kelet-Eur6pdban: Magyarors7Ag
 
Az EastEurope Law, Ltd. Franchise Projektje
 

Az Amerikai Nemzetkbzi Fejlesztisi Ugynbksig (USAID)
 
Altal Tdmogatott Projekt
 

A FRANCHISE ATADO ADATAI
 

A villalat neve: I Can't Belive It's Yoghurt 

A franchise tOrgydt k6pez6 iet 
rbvid lefrisa: Yoghurt-fagylalt kiskereskedelmi 

zlethil6zat 

Alapftds 6ve: 1977 

Mi6ta mik6dik franchise formiban: 1985 

A villalat sajit tulajdon egys6geinek 
szima az USA-ban: I 4
 

A vIllalat franchise dtvev6inek szdma
 
az USA-ban: 429
 

Franchise dfjak az USA-ban3 :
 

Indul6 franchise dfj: .22 500 US $
 

Folyamatos dfj (royalty): 5 % plusz 2 % marketing
 

' A franchise dfj eltdrhet az USA-ban alkalmazott dfjakt6l, 6s orszlgonkdnt killonb6z6 lehet. 



Nemzetkazi franchise: 

Az els6 AmerikAn kvjili franchise szerz6d6s
 
megkit6s6nek id6pontja:
 

Mely orszdgokban van franchise-jogi szerz6ddse:
 

Osszes Amerikin kivGli egys6g6nek szdma: 

Milyen formAban ad it franchise jogot: 

Egyedi 

Terfileti 

Mester-franchise (szub-franchise) 

1990 

USA, EgyesGlt Kirdlysdg, Irorszdg, 
Sv6dorszig, Belgium, Luxemburg, 
Hollandia,Ndmetorszig, G6rogorszdg, 
Japan, Thaifbld, Malaysia, Szingapur, 
Hong Kong, Indondzia, Mexik6, Karb 
Szigetek, Nagy Kajmin, Puerto Rico 

127 

USA-ban USA-n kfvl 

igen nem igen nem 

x 

x 

x x 



Franchise Kdz6p- 6s Kelet-Eur6pdban: Magyarorszig
 
Az EastEurope Law, Ltd. Franchise Projektje
 

Az Amerikai Nemzetkdzi Fejleszt6si Ugyniks6g (USAID)
 
Altal TAmogatott Projekt
 

A FRANCHISE ATAD6 ADATAI
 

A vdllalat neve: 

A franchise tArgydt k6pez6 fizlet 
r6vid lefrdsa: 

Alapftis 6ve:
 

Mi6ta mflk6dik franchise formdban:
 

A villalat sajdt-tulajdon egys6geinek
 
sztma az USA-ban:
 

A vdllalat franchise Atvev6inek szAma
 
az USA-ban:
 

Franchise dfjak az USA-ban5 : 

Indul6 franchise dfj: 

Folyamatos d- (royalty): 

Subway 

"Tengeralattjdrd" formdjd szendvics 
specialitisokat kindi6 Ozletek 

1965 

.1974 

1 

7100 

10 000 US $ 

8 % 

sA franchise di eltdrhet az USA-ban alkalmazott dfjakt6l 6s orszdgonkint kil6nbaz6 lehet. 



Nemzetkazi franchise: 

Az els6 AmerikAn kfvli franchise szerz6d6s
 
megk6t6s6nek id6pontja:
 

Mely orszdgokban van franchise-jogi szerz6d6se:
 

Osszes Amerikn kfvOli egysdg6nek szima: 

Milyen formdban ad At franchise jogot: 

Egyedi 

Terdileti 

Mester-franchise (szub-franchise) 

1982 

USA, Kanada, Ausztrilia, Korea, Japan, 
Portugdlia, Bahrein, Izrael, Szaud-
Ardbia, St.Martin, St.Thomas, Trinidad, 
Guam, Saipan, Kajmdn Szigetek, Aruba, 
Bahama Szigetek, Puerto Rico 

500 

USA-ban USA-n kfvll 

igen nem igen nem 

x x 

x x 

x 



Franchise Kizdp- s Kelet-Eur6piban: Magyarorszig
 
Az EastEurope Law, Ltd. Franchise Projektje
 

Az Amerikai Nemzetkbzi Fejleszt6si Ugynbksdg (USAID)
 
Altal Timogatott Projekt
 

A FRANCHISE ATAD6 ADATAI 

A vdllalat neve:	 Ziebart Tidy Car 
(Ziebart International Corp.) 

A franchise tirgydt k6pez6 fizlet 
rbvid lefrdsa:	 Professziondlisan tervezett ds felszerelt 

aut6videlmi tartoz6kok ds felszereldsek, 
amelyek egyrdszt eszt6dtikai c6lokat, 
misr6sztaz61ettartam meghosszabbftisat 
szolgljdk. 

Alapitis 6ve:	 1954
 

Mi6ta mgkbdik franchise formdban:	 1963
 

A vgllalat sajdt tulajdond egys6geinek
 
szdma az USA-ban: 18.
 

A villalat franchise dtvev6inek szdma
 
az USA-ban: 325
 

Franchise dfjak az USA-ban1 : 

Indul6 franchise dfj:	 24 000 US $ 

Folyamatos dij (royalty):	 8 % 

' A franchise dfj elt6rhet az USA-ban alkalmazott dfjakt6l, ds orszAionkdnt kl6nboz6 lehet 

N> 



Nemzetkazi franchise: 

Az els6 Amerikdn kfvli franchise szerz6ds
 
megk6tds6nek id6pontja:
 

Mely orszdgokban van franchise-jogi szerzcdbse:
 

Osszes Amerikin kfvli egys6g6nek szAma: 

Milyen formlban ad dt franchise jogot: 

Egyedi 

Terfileti 

Mester-franchise (szub-franchise) 

Egy6b fontos informici6 
a magyar franchise Atvev6k szhmdra: 

1965 

40 orszdgban, ezen bel(Il 
N6metorszdgban, Sv6dorszigban, 
Ddnidban, MIltin, Mexik6ban, 
Brazilidban, Indon6zidban, Thaif6ldan, 
Japinban, Koredban, Taivanban 

340 

USA-ban USA-n kfvl 

igen nem igen nem 

x 

x 

x 

Eur6pdban telepitett marketing (s 
technikai tAmogatAs ll az dtvev6 
rendelkezds6re a beindftAskor 6s a 
szerz6dds fennllisdnak teljes id6tartarna 
alatt. 

4k
 



,AUTO-MOSIL" VEGYI GAZDASAGI MUNKAKOZ6SS41G 
6720 SZEGED, OSKOLA-U 16, TELEFON: 62/13.299 TELEFAX; 62/26-138

auto mobil vsov 6701 SZEGED, PF.: 688 
GAZOACCI hI*SAZ6SUQ OTP.; 289-98008-31268-8 

ALAPIVA: 1983 
LvALONK SZAMA? 468/93 0dYINT(Z6NK: Ii0ddnd HIVATKOZks: 

SZEGED, 1993.06.14. 
Vt.. Kovudi Tami
 

Ea4t-WeCt Budnczs Cente
 

TrAztaet D4. Kovdc4 04 1 

lelikeltern kUidtk ndhdty teAmiknnk.& 4dZ arqot nyevii teidt, &zives haz

ndttia. 

SztAttndn maajegqezn, hopq a Clik-46t, a teAmdtaink"db, vaiamnnt a K 
.teAndttaeatat46. (4.y ihe4t4?edb Kbt d.6 t9y ZoUl-Platz Kit nevd vdm
4tektdA is vdm.zabadtA4i.Zet) kb. 20 peaek anpo2 nyatlvi vtde6ddrmdn van. 

Amaniytban tn dyg Z*iLl meg, hogy van Ldb a. efdt6zd444, magamma2 vstzeml. 

TetLo. tLztelettet 

04.78 ;eaene 

..ALT0-MOBIL" VEGYI GA71 ASAGI MUNKAKOZ6SStG 

auto moblivwnl 
gA2CIASA(I MIi1vrA(lhS$SI; 

6120 SY1 GFD, OSKOLA U. 16. 1LtFF 
6701 SYEGED,PF.* 688 
OTrP: 289.98008-31268-8 

ON: 62!13-299 IELEFAX: 62/26 
21-689 
23-703 
27-516 

138 

Al APTVA: 1983 

http:1993.06.14


- --- --- --- -- ------- - ----

..AUTO-MOBIL" VEGYI GAZDASAGI MUNKAK6ZOSStG 
670 S/t-GED, OSKOLA U. 16. iFLEFON: 62/13-299 TEL FFAX: 62/26 138 
6701 SZE GED, PF.: 688 21-889aMr 01 r: 289-98008-3128-1 23-703auto mobIvicil 

27-616w&fASAGi MUNKAK6SSt(-

ALAPITVA 1983
 

The AM dianondpastes 
The producl of AM is a mixture of organic dissolvent (thus it's possibble 
to dilute it with alcohol) of synthetically made diamond-powder with great 
stability. As Such, Inthe first place itcan be efficiently used for fine polishing, 
machinig of surfaces and reflection, souch as: diamond, hard metal, glass,
quart?, ceramics, steel, non-ferrous metal. 

We distributes our products with 5% or 10% powder-contain, the paste 
which contains more diamond has longer lifetime of the usefulness of 
Course 

We indicate on the packing the granulation of the components of diamond. 
The powder is separated with sifting aqccording to measurement, e.g 
the 5/3 means that the diameter of the fragments is between 3 and 5 
mikrornotor. In the practice in the beginning for the coarse machining the 
large (o.g. 60/40) and then for the machinig of the fine surfaces the sniall 
numbered (e.g. 3/2) type of the paste is most successful. 
We mark the granulation according to the valid standards. The paste, which 
contains 60/28 granulation Is marked with red, the paste with granulation 
between 28/10 is marked with blue, with 10/3 is marked with green and 
when the diameter of the diamond-powder is 3/0 mikrometer the pasto is 
marked with yellow colour. 

Available granuleilions: 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. 



uAUl0-MOIL" VEGYI GAZDASAGI MUNKANuctu 
$720 S2&G&D, OSKOLA U, 16 TEL FFON: 62/13-299 TELEFAX: 82/28-138
6701 SYF-GED, PF.: 888 21-689 

auto mobil VEO< 01 P: 2S9-98008-31268.8 23-703 
CA(JASAGI MUNKA.?6SSIh 27-18 

At AFI1 VA: 1983 

"AUTO MOBIL" CHEMICAL ECONOMIC ASSOCIATION 

AM COSMETICS 
The secret of success of the AM Phytale cosmetics, is a hundreds of 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, wilde chamomile, beeswax, Swedish bitter mixture of spices 
or the pot marigold. The active ingredient of the products is the essence 
of these, their fragrance is also given by the natural substances -

The Phytale beauty cosmetics - for water famine skin. They are prepared 
for treatment of water famine, pale, dry to the touch, susceptible to become 
wrinkled and often black-headed skins. The complex, permanent use of the 
four preparations, results with a complete regeneration and renewal of the 
skin. I heir active Ingredients are hydrational and antiphlogistic essences of 
medicinal herbs. 

- The cleansing cream cleane without drying effect and also contains a 
hydrational substance. 

- I he face-wash can be used with cooling, hydration and cleaning effect. 
- The hydration cream is rich in natural substances, using together with 

the face-wash results with a Quick regeneration and renewal. 
- Using the peeling cream twice a week is necessary for elimination of 

tleiupper, keratinized stratum of skin, and helps on the vital, favourable 
effect of the cosmetics. 

Phytale Swedisch-bitter cream 
it's active Ingredient Is the Swedish-bitter mixture of spices, which Isadded 
to a basic-cream consisting of medicinal herbs that helps on the absorbtion. 
it result with a quicker and more better recovering of the bites, rashes, 
superficial wounds. It can be used also for relieving and curing, combined 
with a pot-marigold-cream as a poultice, 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. 

CRA4I ahus 



AM Silicon i-ariily of Products 
The AM products. with ot.thyl-silicon-oil agent ailr suitable for a wido-range 
donestical wc iridkusical utili/ation, as a result ol their excellent water-repellent 
ariI anticorrosion elek:ct 

Silicon Spray 
In 400 g botties with fron 
In 390 g envitolefnt protectinlg bottles with CO2.
 
In 200 ml cnviromont-proecting bottles with CO;, poriurried finish
 
BEca&use of their high-cdficni forn-detaching ability, they can be utilized with
 
good resuRlt at :ubbCr and synthetic materials processing and metal-working.
 
They are espccially practical for polycthylene, polyarnide, polystyrene, PVC;,
 
phenol-, phc-ro, and anino-plasts, etc. processing.
 
They are especIlly useful at welding with protecting-gas, for easy removal of
 
the metal ptecipitastionr. During operations with glues they reduce the capability 
for adhesion, where adhesion is undesirable. 
-ini household they can be used for heaits cleaning, lubrication of locks and 
strap-hingles, as well as for degiadalion provention and cleanIng of plastic and 
leather surfa.es (foclwcar, sitting lurriluro) In cars (periumod version) they are 
suitable for claning and protecting of the dashboard, plastic parts and rubbet 
capos - yet, 8ltintion must be paid not to spray on glass surfaces and pedals 

Silicon Grease 
The silicon gioasc is of water-repellent, heat and frost resisting (-50 - 115000, 
moreover, for a shod tirno up to i 250 0C without boconing liquid), lubricating, 
Insulating and form sorirotirng effect. in the latter case it gives a shiny, faultless 
surface and results wirt a considerable energy saving. It is an excellent lubricating 
and sliding implement with walor-repellent offect and can be applied as insulating 
grease in ek-ciric; industry, e.g. foi switches. It has a wide range application a
sealing-compouind, in vacuuni engineering, as an approved lubricant for rubber 
gasket and cars ignition systen prototion. 

Aviabic in 15 g arid 130 g packings 

;wmnfl i 

http:surfa.es
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Information Provided About- June 21 Meeting
 

To Prospective Hungarian Investors
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Public Trade Corporation
 
3300 Eger, Trinrtirius u. 2. Pf. 92.
 

Telefon 	 36110-283
 
36/10-662
 
36/11.397 

Fax 36/10-b05
 
President CEO Tel 36/10-455
 
Oirector of operations- Tel 36/10-326
 

EGER EAST-WEST PUBLIC CORPORATION,FROM EAST TO WEST 
new face but works with a lot of experience thie 30 shops are 
paramount in supplying Haves County 

Ourshops profuilesare consumerelectronics ardhome decora
ting tems The stores specializing in cosmetics, glass- and gift items 
have a large inventory turnover rate- Modern. muli-storey deart
ment stores. soecialty stores and shops with brand-name items 
await the shoppers of East-West 

The corporation also has a chain of wholesale warehouses 
Having an export-import license allows us to distribute and wnole 
sale internationally 

Fortheyear 1992 the estimated salesvclume is approximately 
2 million Forints Tctal shop and warehouse floor-space is 20 000 
square meters In support of trade operations East-West also nas an 
extensive and aggressive advertising program. This program 
encompases newspaper radio and television ads as well as organ
izing fashion shows and participating in trade expositions wnich 

Thecomputir canteraline rempanY	 display our regular and new items 
we to waritlr atnercamsalesians iwll The start-up capital of East-West is 419 million Faints The 

ellocation of this capital is determined by a 3 member board 
The East-West Trade Corporation mainly functions in experienced shopowners managerialstaffana a300memoertrade 

trade, owning a chain of stores in nothern Hungary -collective 
itiwasfoundedin 1991 based on afourdecadealdstate East-West corporation has an extremely well managed financial 

company.8esides banksandself-governingbodieshaving direction that enables us to promptly pay all debts, giving the 
shares there is eighty percent owned bythe state whichwill company a strong and secure future and allowing our company to 

be prvatied inthe nearfuture. The rneworganizaion has a expand its trade circle 
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LARGER STORES OF EAST-WEST CORPORATION INHEVES COUNTY
 

Juiventus Clothing Store Eger. rsek u. 1.Tel 36/10-467 
'Aranyp6ck'Fashion Shop Eger. Or.ShAndorI u. I Tel. 36/11-626 
"Nansuga? Clothing Store Eger. Sajesy Zs.u 3. Tel.:36/12-904 
"VrzShoeStore Eger,Szdchenyiu 4. T4l.;36/10ne792
'Mbgnes Consumer Electronics Store Eger Dr. Shndor lv

T el. 36/11-306 . .- c . t 
*Domus' Home Furnishing and Decorating Store.4 

Eger. Sark6czyu 4 Tel 36/12-833 Fai: 36/12-7) 
tormus' Food Discouttore Eger,Sa6czy u.4. Tel362 

'Tihambr"FoodDiscoutStore Eger, Kertisz u.j54. Tel: /1I-255 
'EOkk.Kapu"General Merchandise Store Ege).Vallao.4 

Tel 36/25-004 :.t .- .' 2C 
KonForNDardHareoStore Egem,ZeJ. u. 10.eTelF 

FGyongylecy r Tee:3V.3/1-4e 4TA 
eopFraeCosmetics Store Szctoe 8.-TelF 

S-tefonaryfStre Eger. Sz6Ghenyy Tely:3K12-7yun1 
StatSonary Store EgerySz6nhg.s.. 

Government Print Shop Egor, Szord 1n 4 q:aio -v10 

MOBILETTE EgerS.ceniu8.Te:3/105CarHBH~eobtrCosetgsSoe PaGnsg
Tel 

"FoyarJioeronshing Eger,Ko - Tel:3u10-996 

Manager Shop Eger, T Sznienus r2l 
Whnaersarenhouin ilse2.Whlisle 5aehos Eg44 

r- MMt-. 

ks 

) 

'I 

F6NV HomeFunishng and Decorating Store 
Gyongy EsPorai u 6 Tel-3711.41 

Feny& Cothing Store Gy6ngysF6r2 TeL37 
11-141
 

Tel.3712-19
 

12-326 
Staioneq StoreGy6ryds Szen Berta u. 10. 
Herdr Store Gyngy Koseut Lu 23 Tot 371 

Tel 375115762 -
StationeryStore GyangyasMATyAskiru 5 Tel 37/12-170 
'CIAORtGAna Cloeming Store s kr u. 3Gyh.gy-s. Mtl 


Tel'371123
 
Thmlel in triW13e1oag37/11-762 Te:81-


Erzperanto 

Coert Gn. r210050Te 

Sapitn Set. etaa 
t4 'o ,~~~eaos lf . e 38. ; 962
 

Store Eger,
-adsaf~ atp.1 at e.5~~60f kr u 5Zi Tel.. 
T6110-e8337/ 

a I RatVan, Erzsdbet W.3.1. 

Sh Strask van- asor sut t 13K osT1Et1r96 
N n Kosau Lilr3L 

I.
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ROYAL BUTORKER RTS 
1092 BUDAPEST RADAYu.42-44'/F't 7450 BUDAPEST Pf.52 
Tel. : 217-0500 
Fax: 2r7-2530 
MHB 201-51445 

Kinek 

Nev:.- r.Kovics Tamis 6r icazai: 

C~g: Est E5urCPe LOW 

266-6360
Fax: 

Kit1
 

N6v: O:.Csap2ir Gbcr vezing-z'a':
 

Tel : 217-2532 

Fax : 1-2530
 

OldaIsz6rn : 2 /k:5/ 
1 -1 - -. -t I5t~.. ~ 

--. Csapl4r G4bor : - - -- =.
 

RAINBOW >TENS:
 

DECORATING "E!
 

RctALBUTORKERESKEDELMI RT 

Szi ge- Fererncnet 
titkarn6 



m ' 
IiHAM 

ROYAL
 
BR4torkereskedelmiRt. 

CYR ? E RAD:NG SHARE §C2PANT 
Roval ±nrrKereemedelmi Razv~nytArsazAg
 

heed Office:
 
R&day u.42-44.
 

.1-1092 Budapest
 
Tel:(-36-1) 217 25 31
 
Fax:(+36-1) 2M7 25 30
 

Founded in 1990, Royal Batorkereskede1mi Reevtnytirasag (ROYA: 
is the successor to Bitorkereskedeimi YAllalat, hich was mantly 
concernea with retail actwvities.Today, :ne company operates 
shnughout .Aurgary, with main retanL cutio-s.restructured as 
;n'itdualt prr:; centres, in Budavest, Z &Ic, 7arprim, 74c. 
and :egid. in fiscal 1992..RUYAL recordea t:urncver or Z.1 

2.icn. Te-rate of profit :s: S,1 X 
Corporate success is the resul: of :arge carp':a ±nvestmers. 
coupled wth a superior product range and the effrzs ar 
mot2vatea and quaified staff. 

.VYAL-Spp22er of 3meollent Arm:ure 
The company maintains business contacts --:tn :ver 'C suppliers 
ana impor:s from almost 11 hard currency-ccutries, lacdudirg 
*taly. England. Spain, France, jalaysia. .. doneela. Germany, 
azd Austria. In 1991,ROYAL extended :ts suppty programme o 
:r.cluae exusive upholstered firniture. 
Now ROYAL :2sa rivate-ouned company. Cur owner :s:C-NEXU$ Share 
Company. 

Te AUrute
 
. Anile raznas among the five best trading companies 

Hungary, sees its future success as jying is Zs ail±ly to =eer 
and atici:ate tne needs of a dynamic matcetplace. In pursulng 
its goals, ROYAL can fully rely on 1ts dedicated and 
achievemen:-oriezted employees. 
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SASAD 

0OISCS: SIGVED(Ia 2!oSD 

SASAD Ltd.
 
1991 Sp. XI.
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PING PLANTCULTIVTO
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LIMITED COMPANY-FORMATION DATA
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0R AV A N C E M N E N
 

r. C' -.- O 

SASD RT. fldtertletei 
Lands of SASAD Inc. :.:3 3,r:-, 0352.3EY 

SASAD Limited 

fanSi~lo"r' :q 
J ^a 

Iti~eING " 2e 

Of .,=-^

:Jumoer c -- -a 
3;Lu^ C: --'!O 

3 T al 0I . -U. i . 

De,~ 

r!Xe Asse -

Currern Ases --

Lana 
Total Net Worth 5.049 
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PHILOSoPHY
 

02 

-' I 

- cor: . ... 

Dr. Laszfo Mihalik 

Jozsef Bukvai 
Deouiv Cra m-

CoxtV GeiC ai M! .--

D Mrs. Gyula Porganyi 

Jesuty Gerera.'-o 

D Ott Bdsz 
Manager 

0 Sandor Menzer 
Manager 

Z)Dr. Kalmin Preiner 
Manager 

2 Etele Zalay 
Manager 

® Mrs. Dr. Ferenc Gyurd 
Chair Sunervisory Commitee 



ORGAN IZATIONAL STRUCTURE
 
Ma r c h i ) l 

Company Board 

Deputy Chairman 
Deputy General Manager 

Josef tuean 
Memberof the Board 

a 

Chirmaan 
GeneMal Mane 
Dr. LBCa o Man ha k tMh 

Chairman ofthe Board 

Chid Fwcial officer 
e Manager 

Broanyr
I hMfWBoard 

g On 
,.Oommelee 

Admrion and Lea Mqr
Or Ita0ma Prennr 

Pierne 

Mensurre 
011Retorn 

Ogr Sussoi SeMner 

rASCOPr Planl c3o urn gra,:, 

ZS Cigna 
~4ni;ftgotiOn1S' 

a5Piarnannon 3sr PIls. 

~og.flen 
0. nAgflO 

-

.r.r. 
lan Culli 'P 

I7 Orroamenuli 
Pinn Coll 

O8 Trte urnery * a- ew : Ca~nro 
, an li 

Inorgbin R al Canoe 
Civong, 

wres.* 

12 rnsoon __ norarmaqPlaont ner 
-arn 

CmaBranch(q110 
i000E0 

Diisi ___ 

12 La~pn 

22 Qtgraon 
Decanrrntl 

Sati e nia _____ P teeanin 

toadmin ______ 
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A 8 S 0 C I A TF I E S
 
The Association actuating 2 514 billion iUS) Forinis are 

Technomark Rt 
MUSZI Rt 
Panndnia Innovacids Rt 
SkaIa-Coop Kereskedelmi 6s Ipan Rt 
Agrobank Rt 
Budapest Bank Rt 
Magyar Hiteliank RI 
Mezdbank Rt 
MIRSARI 
KSZE Novenytermelesi Rendszer 

BUDAPARK Kft 
P~nzugyi Vallalkozasi Kozpont Kit 
Hotel Lux Kit 
Kdrgyfrdi Befektetes Kft 
LTP Lux Kft 
MIKOV Kft 
Vbrsas Kft 

Agrirfeileszid Kdzis Vlalat
 
AGROCORP Kdzds VaIalat
 
Cooptourist Kdzds VilliaIat
 
Fidracoop
 
Hortcoop 
Mobelcoop
 
Taurina Agrirfejleszt6 Kdzds Valalat
 
TSZKER Rt
 
TSZTEJ Egyesdis
 
TESZOV
 
Schdller-Budatel K. V.
 

Gabonaszirito Beteti Tarsasig 
Horgisz Egyeshiet 
MONIMPEX Kilikeresedelem Virigiroda 
Gylimdls Egyesdils 
Vizmi Tirsuls 
Diszdiv6nytermesztdk Orszigos Szivetsege 

- isa e 

:rMikios i:sce . 

:r czse:L:s3 

: 5:an 're 

:r Lazic M.Ia 
g Gablor Dear'-. 
$3203rMenzer 
ilis Or Feren: ;-. 

asnos Csaac 
Callan Ta' 

-,van Ba-: 
:i.klos Bc-. 

ADOG0 . 

.ao Tomn 
3:or:: C:'rczc-
IDo0 Karcos 
0oef Lx 

nzsei Reves 
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OR. LASZLO MIHALIK 

,:, B&caces: 
SucaorSr at '239 ~ 

-,one ' 6-7a3 

oTr B6sz 
Manager 

2038 Sosiur 
cd ulca :2 

none 06-26-48015 i6-26-48049 

DR. KALMAN PREINER
 
Amnrstrative ano Legal Manager
 

1112Budacest 
Budaorst ut 1289 hrsz 
Phone 166-9000/125 

Ornamental Plant Growing 

ISTVAN SAROK
 
Plantation Manager
 

'225 Budapest Noveny u 15-25 
Phone 226-8109 

Ornamental Plant Marketing 

J6ZSEF PAROCZY
 
Marketing Manager
 

t112 ut 1092/3 hrszBudapest. Budaorsi 
Phone 166-6036 

US
 AND 

jbzsEr BUKVAI 
Zecut, - - --

SANDOR MENZER 
Manager 

2049 0iosc 
.OSSUM L -:ca '2-

PEone 85-0CC 

Mrs. Dr. FERENC GYUR6
 
C3air Suce'siscr, Crm-'iee
 

'112 Bucaces' 
BSdaors *269 ;sz 

Phone 46-2E3 

Ornamental Plant Growing 

PAL MOCSARY 
Plantaon Manac-r 

2 Stoaces a rarce :2--3 
-cre 5-:C-' 

Tree Nursery
 

ANDRAS PREINER
 
Division Manager
 

2045 ToroxDalint Fekete dulo 027 hrsz
 
Phone '66-9181
 

Y 0 U'R E
 

Mrs GYULA PORGANYI 

ETELE ZALAY 

^cacs 7sz:5?--

Ornamental Plant Gro.-tro 

Mrs SZUCS GABRIELLA SCHOL-E 

Fruit Growing . 

LASZLO TERESCSIK 
S.- -

Board Acre Plant Growino 

JENO TOTH 
ODv.sic - arae' 

2461 a-ost .Z 
*hone 14OS.
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IN TO
 

Park Construction 

FERENC HREBLAY 

26 Bucaces hSerc- -
Prone ,, c8-2 

Interior Fittings 

GYULA SzASzFAI 
ciant Manacei
 

'201 Budaoest E cz ^-3,
 
Phone 147-9907 

Wood Products Export Packaging 

JOZSEF BROLL 
Plant Manae' 

2040 Suaaors 7 'an<:an a 
Dhone 166-8699 

Electronic Activities 

ZOLTAN NEMES 
-ecson Eirnee'.-c V

2udaces Pccec.. 
c ore '66..3 

Vehicle Maintenance 

DEZSO HIDEG 
Division Manace, 

t:12 Budapest Sudaors ut 15i hrsz 
Phone 166-9000/269 

FIND US
 

anoscaoing 

GABOR SZICS 

Preserves 

FERENC ALBERT 
ar' Manace' 

_ - e s 2 c0ara 
-se 225-3025 

Printing Screen Printine 

Mrs ZIMNICZ KATALIN PAP 
art 'Janace' 

cacest Kacci'a -

IIAuto Electrical Servicing 

GABOR FEJER 
2 -sec Marace. 

-:acs; uccnec. 
z-

Capital Construction and Maintenance 

ATTILA SOMOGYVARY 
24sion Manage' 

'112 Bucat-St Budaorsiut I 
lore ;66-9000f:83 

I
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DUNA INERSERIC AUTOJAVITO Kft.
 
1037 Budapest, Zay u. 24. 

e Titk(rsdg: 168-9003, 188-9176, gazddig.:'168-8659 :'Jel/Fax: 188-9175, 188-9176 

FIRM REVIEW 

Introduction of our firm 

Infew words about our past
 
The precedessor of our firm was a large state enterprise operating many hundreds of
 
trucks, the plant and the technical basis was built for that purpose about 20 years ago.
 
In consequence of the changes occured In Hungary the large enterprise was
 
broken up 1989 Into 12 smaller units.
 
One of these is the plant in the Zay street At that time the state owner founded the
 
Duna interservice 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 leased for the operation needed plant 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 plant which occured in a leasing construction.
 
In reference to the present Hungarian laws the proprietary rights of the lessor bank
 
were registered Into the land register.
 
Accordng to the contract between the lessor bank and Duna Interservice as lesser the
 
plant can get Into property of Duna Interservice earliest by the 1.of July 1993.
 
At the same time leaves the territory finally The Dunatrans LTD., which one is an
 
another successor of the ancient large enterprise, but It is already completely
 
independent frm us.
 
Our LTD. Is owned by 5 Individuals in percentages 40-20-20-10-10.
 
These five Individuals are at the same time the leaders of the LTD.
 
The leasing authodly was given for the bank by these 5 Individuals , therefore the
 
proprietorships of the plant are the same as the distribution of business share. 

The whole area of the Zay street plant 
Built-n area: 

39 109 m2 

7 229 m2 

From the built-n area 
Office buildng( four-storied) 
Workshops 

2 161 m' 
3 833 m' 

2 

Number of phone lines: 24 
Enclosed please find a plan about theplace, form, built-n layout of the olant 
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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 service of any brand at an expected high level. 

- Our investments in the year 1992: 
Obtaining of equipment for body-building, body kits, rebuilding 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 1991 based on the 
contract with the firm DENZEL our LTD. has been performed 
- the putting into circulation, brand- service and total technical service of the 

MITSUBISHI trucks in Hungary 
- brand-service of VOLVO trucks 
- development of import centre of NISSAN trucks, complete putting into circulation. 

brand-service. 

Based on the putting into operation of MITSUBISHI and NISSAN vehicles we have a 
country-wide network being pemanently formed depending onrequirements and 
demands. 
Our decennial professional experience and personal contacts help us to develop a 
proper network. 

We have our firm just reorganized. 
The direction and operation is performed by a holding-system-like firm. For the various 
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 technicians 
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 numerical data of economy of Duna Interservice: 

1991 1992 
 1993
 

Return from sales 103 084 000 564 046 000 1 397 335 000 

Outaoinas 101 326 000 559 298 000 1 378 823 000 

OoatF+ hfr'rn ~veh 
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1991 1992 1993 

Average number of employees 121 123 126 

Business share in other firm 0 

It has to be 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 
taxation realized at the InterKontakt LTD, 
- on the other hand the leasing costs of the buying of the plant reduced the results 
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 own capital 31 018 000 Ft 

InterKontakt LTD 

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 

Return from sales 
Outgoings 
Results before Taxation 
Average number of employees 

127 427 000 
126211 000 

1211 000 
0 

71 642 000 
60 886 000 
10756000 
0 

The venture has realized in 
simultaneously the followings: 

the more than three years after the foundation 

- Privatisation, namely in the succesful operation interested management has been 
owned 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 

Istv6n Ormos 
Managing Director 



Dear
 
Partner!
 

My greeting may 

seem pretentious. I dont 

knowforafaclifyou have 

had a business contact 

with our Public Corpora

tion or with any of our 

stores We are interested in your parnership, and with the help 

of this introduction we hope that-you will find a business 

interest in Eger East-West Public Corporation. 

We barely began ayearago andhave alredy outgrown our 
predessor sfunctions and profiles 

Besides our chain of stores we have established new 

discount consumer and food stores, ware house centers and 

entertainment centers, proving our growth capability 

We believe this to be the safest business management 

policy, allowing us continous growth and bigger profit 

We have business relations abroad as well. Some of our 

partners arebased inthe Ukraineand Eastern Slovakia. making 

our selection wider Italian, German Austrian and other 

Western European countries are also present at the stores of 

East-West 
Ifwe have arousedyourinterest. pleasecontactusfor more 

information at East-West 

Sincerely. 

Mrs Magdolna Haas
presiden - CEO 

9Okk*KapuG.nnal Uerchandite Store with consume Produsandr 

* V -

Royal Furniture Stor. 

. Feny6 Departnorst Store 





aslam li Fejlett Tecbnol6gidik KIt. 

FePettbchnoughkKft Advanced Technology Ltd. 

Phune: 36.1.1336-759
H-1085 Budapest 
36.1-1134.457 direct01 qt 32. NO20. 
36.1-1141-840/223

.O.B. 101 Fax, 36 1-1138-882 
1450 Budapest .'cler 224584 VASBP H 
Hungary 

Brief Introduction 

of 
the A-TECH Co. Ltd. 

The A-TECH Co.Ltd. Hungary is a member of a technologv tI-aining 
system manufactury. group of coinpanfes. 

The A-TECH Co. Ltd. was established in 199o in order to introduce 
a new High-Tech Ceneration of the educational equipment. and trainxn; 
systems for electronics, hydralics, pneumatics, mechatronics, etc 
to the Hungarian and East-Furopean market. 

Its debut was success, at the end of the first, year it has become 
the largest supplier of the above mentioned educational systems in 
the Hungarian market. Thu must s1cnificant 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 to ennhle students to learn, improve and practice 
In the different fields. 

The aim of the A-TECH Co.Ltd. is to extend its marketinc activity 
to the neichbouring countries as well. So far it has had a success 
in sellint training systems in Yugnslavia, Rumania and Czechoslovak1a 
amohg others. 

Besides, the A-TECH Co. Ltd. has just started conductinG negotiation 
in Poland, Lithuania and Uikranian 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 
and/or at site on different leve-l as well. 

The A-TECH Co.Ltd. con oftar equipment for the training courses 
for adults learning for requalification. 

Finally, the balanche sheet shows that the business activity so 
far has been successful in making 2-2,5 million USD annually. 

In the future, the A-TECH Co.Ltd. will take efforts to increase 
its turnover up to 5-lo million USD in the East-European market. 
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BELSOEPITESZ Kft.
 

Die Belsdepiest (Inoenarchncekt) GmbH wourde 1989
 
gegnnde und nahm die Taugkec auf dem Gebiet der
 
Mobelrndusine aid
 
Wir beschaftjgen uns mit kompletten innenarchi
tektonischen Arbeiten von Hotels. 8umvhausern.
 
Geschiften und Gastgewerbeeinrichungen, ion
 
der Projektierung his zur Ilstallation.
 
Zabbaiche in-und auslandische Referenzatrten been
 
fur die Qulai unserer bishengen TaugkeL
 

Belsdpiisz Kft. ilmenor Desisn Ltd was rounded
 
in 1989 to launch its activities in ne field of fumiture
 
industry
 
We deal with Ihe complete interior design of hotels.
 
office buildings. outlets and on-premise facilities.
 
from design to on-site installations.
 
The acuvines cameo out so far have Deen successru as
 
indicated by me numerous domestic and foretgn rete
rences.
 

Im Maitecipunkt unserer Geschaftspolirk slehen 

* 	 die korrekten und gegensetig vorcilhaften 
Part,nerbeichungen 

* 	 kostengunsuge profit. and markroricncieric 
Produktenzusammenselzung 

* 	 die Entwicklung der Produkli6nstechnologie 
und der standigen Verbesserung der Arbeils
bedingungen 

The conersione of our business policy implies 

* 	 atair panmrstup based on murual interests 
* 	 cost saving. proftimbility ana marxet-onented 

produckt pattern 
* 	 development o dhe nrouction tectology and the 

constant improvement or working conaitions 

-

V 
/ 



Your Fair Partner 

The Ddl-Pesti Joint Venture was established by two 

co-operatives in 1971 The company, that was 

dealing with construction industry in the beginning 

is standing at the disposal of the public with'more 

and more services They can offer full service in 

six fields now. 

Interior Design
 

The :nterior designers of the company aea WItn 

pianning and executing, the joiners do the wall 

covering of offices, shops. restaurants, homes ana . 

weekend houses and make the built-in wardrobes of 

these as well as the entire furnishing with al te 

practice and expertise. 

Address: 1173 Budapest
 

Pesti ut 13-13
 

Tel: 158-7421
 

Electrical Service
 

The experts of this service do the repatrrng or 

telecommunications and household equipments, he 

installating of security systems, entrypnones, d-sh 

aerials, dispatcher systems; the repairing and 

maintaining of typewriters and calculators. 

Address: 1077 Budapest
 

Wesselenyi u-59
 

Tel: 122-3935
 



Painting 

A separate unit of the company does the paincIng, 

wallpapering and insulated warm floor covering
 

works. 

Address: 1089 Budapest 

Orczy u. 12 

Tel: 133-8711 

Cleaning, House-clearance 

This service can be offerea as a regular or 

periodic cleaning job, done for for shops. 

workshops, restaurants, public institutions.
 

Address: 1089 Budapest
 

Orczy u- 12
 

Tel: 114-0530
 

1097 Budapes:
 

Obester u. 13
 

Tel: 114-0026
 

These four together?
 

It is practical to take the acdvantage of the above 

described four activities at the same time when 

constructing new rooms or renewing old ones- Then, 

the inner designing and -executing plus the 

connecting works, for example the installing Df the 

security syrstem, the telephone and the aerial, the 



painting, wallpapering the wall- ana floor-covering 

and cleaning, house-clearence are all in one hand. 

The experts, followed by each other take care of 

the other s work, the constructton period of time 

an,: the unnecessary extra costs are decreasing. 

Address: 1173 Budapest 

?estI OIt 16-18 

Tel: 147-2908 

Cars 

The owners of cars and trucks are being offered 

four services at the same wnrkshop. Car electricity
 

fixing, installing and repairing of car radios and 

security systems, selling. installing, repairing 

and centring of tyres- Inc car demolishing part 

deals with the selling ann 3u;-'ng of used cars and 

trucks and their components 7-rare is also a plan 

of building of a world tre -rk represenrative car 

salon, with all the :. ..- services and ntner 

establishments under prer z 

- - 173 Budapest 

- t 16-18 

:58-7432 

Printing House
 

The printing house of the company does all the jobs
 

from graphic designing to the executing of printing
 

(sifter and offset processi, undertakes the
 

producing of business cards. notepapers, envelopes,
 



seil-adhesive matrices, hancouts, placards,
 

catalogues and operating manuals.
 

Address: 1174 Budapest
 

Rakoczi u. 25
 

Tel: 158-3019
 



SASAD LTD.
 

Head Office: 

Operational Centre: 
.10 Bucaors 

-5schalar ut I. 

166-9000 
K6'18-8399 

40I00.. 

tNA
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SZOMA RADING CrNTrR
 

Management. ConsultiRg, Training Ltd
 

Budapest
 

Our Company was established 1990. From 1991 we are engaged in training and 

retraining of unemoloyed. 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 basic, middle and high level degree from different 
professional fields.
 

In automn 1992 we established a new training center with approplate lecturing 
and seminar-rooms attached with the nessesery infrastructure. The training
 

center is the center of our firm.
 

We have working connections 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 ingetting places for professional 

practice and as a workplace for our students, who have succesfully 
finished our training courses.
 

We prepared questionnare among our graduated students. We examend how they 

could find a job. This art of the questionnare isrevealing that 45-50 % 
our students could find the job with knowledge 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 nembers are 150 persons, all of them are graduated, 6 persons hAe 

scientific degree, 48 have doctor degree. With exeption of language lecturers 

all of our staff members (lecturers) are activ on different field of socia 

and economic life, they are working as top or medium level managers. 

Choosing our staff members we gave high priority for professional knowleage 
and because of theire managerial practice thaytave a lot of fresh infor

mation in economics. businesses, law, which they can use intheir work. 
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These are the reasons that our students - leaving our training center 

are well equipped with knowledge of law, regulations and are ready to 

use them in practice. 

Developing our course outlines we gave high priority of business adminis

tration. They are licenced and our professional training are based on 

these course-outlines.
 

From August 1992 we are experiencing the problems of our unemployed hindering 

their adjustment to their new lifesituation, and learning. 

Further problems: we experience 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 

c ourses for learning together with another course "the language of computer 

isEnglish".
 

In our experiences these preliminary courses are very usefull helping the 

efficiency of our training and acquiering professional knowledge. 

We are enterpreneurs. We are plowing back our profit to develope the cono:

tions of training. The profit usage plan for 1993 and 1994 is the same. 

Plowing back our profit we hope that we can do a qualitativ training, we C!n 

help to find jobs for our students and last bat not least we can keep our 

market share.
 



Profile
 
or why am I interested in franchise'
 

Personal data 

Name. Peter Dominus. age 38 Address 2011 Budakal~isz. Lejt6 u 7 Phone/Fax. 
i361 2018355 I have been married, my wife is a teacher- We live in our house with 
five children, in Budakalsz. two miles from Budapest to the north 

Education

- Technical College, Faculty of Electrical Engineering, special knowledge of 
telecommunications and computer 
- Video course ofMinistry of Education, certificate of category C 
- Middle level state certificate of English. 

Experience. 

In the past ten years I had activities in computer engineenng, in cosmetic production 
and video too, including a four years period as a lecturer in the International Computer 
Education Centre. For three years I worked in the Control Commission of National 
Association of Entrepreneurs, I had several publications in topic video and marketing 
strategies. The last, concerning the franchise as a powerful future in post communist 
countries. I have assisted the Alphagraphics Hungary for a year as marketing manager 

Companies

rm minmvolved m two companies
 
MorphoLogic Ltd. - general manager and owner (10% of shares).
 
D & M Ltd - general manager and owner (50% of shares)
 

MorphoLogic Ltd is a software house. founded two years ago with three partners. 
The original aim was to establish a company for Hungarian linguistic software. e g 
spell checker, Thesaurus, machine translation and grammar checking. The company 
had success, we marketed a program family called Helyes-e" (Is it right'), the revenue 
from 3 million HUF (35.000 USD)of the first year estimated to 15 million HUF 
(105.000 USD) in 1993. Our spell checker isbuilt in the Hungarian version of the best 
seller word processors (WordPerfect, XyWnte, 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 machine translation We have some 
special references, such Ministry of Foreign Affairs, Office of Prime Minister. 
Hungarian Telecommunication Co. 



D & M Ltd is a part of M A N. Trading Holding a private company for cosmetic and 
household detergents trading, including an own multilevel system. D & M is the 
production company with an estimated 40 million HUFF (470.000 USD) revenue mnthis 
year This company is rather new (one year old), but previously I was the owner of 
the DOMINE Ltd , which was the very first pnivate company in this sector 10 years 
ago. The product line of about 40 various natural based skincare products took a lot 
of jobs to produce the packagmng, pricing, advertisement. flyers, promotions and 
mnternational fairs and exhibitions 
The D & M Ltd. is rapidly growmng, a new site of 700 sqm started to work to base the 
higher capacity needed to serve the MA N. network. 

Budakalisz, 05/24/93 

Peter Dommnus 
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W. Dear 
Guests!
 

We would be pleased, if you could become acquan ted with 
the restaurants. bars, conectioneries buffets. beer-houses 
and espressos of the Budavdr Shareholding Company. Our 
aim is to help you achieve tlis goal with this prospectus 

Our Company is anxious to provide adequate services to 
satisfy the needs of both our domestic customers and foreign 
guests visiting our country. 

Our shops will provide you 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 if you would honour us with your 
confidence by visiting our first class shops as well as all our 
other smaller catering establishment listed in this prospectus. 

We thank you in advance for your trust in us 

Mrs. BUDAVARI. MARIA EFF 
President 

Managu..Durector 

2 

ANIKO MAYER Ms. 
NarketingCommerta 

Director 



Criteria and Process for Selection of
 

Prospective Franchisees, Master Licensees and Investors
 

MAL$
 



Criteria and Process for Selection of
 
Prospective Franchisees Master Licensees and Investors
 

1. 	 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. 

2. 	 Evaluation or review 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. 

3. 	 Availability of franchisors in sectors in which interest expressed. 

4. 	 Interview of prospective franchisee. 

a. 	 If from Budapest, in person. 

b. 	 If from distant city, by telephone. 

5. 	 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. Insistence upon franchisor's use of translator (arranged by 
EastEuropeLaw; paid for by franchisor). 



Letter to U.S. Franchisors Attending Budapest Meeting 



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 franchisors 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 
P6cs, Szeged: 2 
Eger, Tatabinya, Paks, Gy6r, Szombathely, Budakalasz: 1 

7. Total number of meetings scheduled: 59 



Statistical Data (continued) 

8. Rejected Franchisees: 24
 

9. Applicants for Subway: 12
 

10. Applicants for Midas: 6
 



ARBY'S
 

9.30-10.30 

10.30-11.30 

I1.30-12.00 

12.00-12.30 

14.00-15.00 

15.00-16.00 

16.00-16.30 

16.30-17.00 

Salata King 

D61pesti Vendeglit6 Vall. 

Budavar RT 

Sasad RT 

Meeseki Vend. VIl. 

Eger East-West RT 

Gasztro- KristAly 

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 

10.30-11.30 

11.30-12.30 

14.00-15.00 

15.00-16.00 

16.00-17.00 

Trading kft 

Zsdner kft 

Bartal Pil 

Super fej RT 

DIlbudai FodrAsz Sz6v. 

Rikos Mezeje RT 

'VI
 

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


DECORATING DEN
 

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 

VAM Design 

Belsoepit6sz kft 

Royal Bitor RT 

IQ 

Charley Studio 

Dilpesti tp. Szolg K6z6s VOL. 

Lexicor 

Eger East-West RT 

Gentleman kft 

1P

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


FUTURE KIDS
 

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 

Idex-Inter ED 

Coopinform 

Intel-Comp 

A-tech 

Szoma kft 

Szdmalk 

Trading kft 

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. 

10.30-11.30 

11.30-12.30 

14.00-14.30 

14.30-15.00 

15.00-16.00 

16.00-17.00 

Royal Biltor RT 

D61pesti Pp. Szolg. K6z6s Vdll. 

Coopinform 

Probitas 

Gentleman kft 

Sz6nyegtisztit6 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 

10.30-11.30 

11.30-12.30 

14.00-15.00 

15.00-15.30 

15.30-16.00 

16.00-17.00 

D6lpesti Ep. Szolg. K6zds Vaill. 

Duna Interservice 

Kulner kft 

Auto-Mobil kft 

Nem6nyi 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
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EASTEUROPELAW, Ltd. Affiliawos 

East-West Busness Center 8rownstein Zeidrnan and Lore. Washington. -Z
Pf 300/25

AAk6ca t 1 3 Martin Mendelsohn, London10BS Budaoest 
Hungary Rudnick & Wolfe, Chicago

TarnAs Kovtcs 
Teleohone (36-1) 2664979
 

Telefax (36-1) 266-360
 

Dear Franchisor: 

Welcome to the first business and investment "match" ever held in Central and
 
Eastern Europe for North American franchisors, to meet prospective investors,
 
franchisees and master licensees. This is the culmination of the
 
EastEuropeLaw/U.S. Agency for Intermational 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).
 

Iam 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. I am 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 information as we have received on those with
 
whom you will be meeting. While it is. of course. not feasible to do "background
 
checks" on these prospective franchisees. we think you will be pleasantly surprised
 
by their caliber and level 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 is here to serve your needs. I 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).
 



EASTEUROPEL.W, Ltd. 

Tamas Kovacs of our Budapest office (tefephone 266-4979: fax 266-6360) will. of 
course, be available through June 21 and beyond. And David Koch. an attorney 
who specializes in franchise law in our Washington office will be here for the June 
20-21 activities and will remain in Budapest thereafter for some transactional work 
(telephone 117-3411: fax 118-6798). If we can be of assistance to you. please let 
us.know: and, n any event, Ihope 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. 

Sleinc y. 

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 

D61pesti Ep. Szolg. Kdz6s VAiL. 

Duna Interservice 

Kulner kft 

Auto-Mobil kft 

Neminyi 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
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EastEuropeLaw, Ltd.
 

East-West Business Center
 
1088 Budapest,
 
Rdk6czi ut 1-3.
 

Telefon: 266-4979
 
Fax: 266-6360
 



Az EastEuropeLaw, Ltd.
 
fuggetlen amnerikai is angol ugyvedek es Ugyv6d iroddk kozds vd11alkoz6sa.
 

ildktidi terulete a Kozdp- es Kelet-Eur6pdban,

elsdsorban Magyarorszjgon, Csehorsz6gban, Szlovkidban
 

es Lengyelorszigban jelentkezG uij uzleti,
 
v6llalkoz6i 6s oktat6sogyi kezdemnveze.ek t6mogathsit fogja it.
 

Az 

EastEuropeLaw, Ltd. 
fel6pit6se 

Philip F. Zeidman, Oigyvid Martin Mendelsohn, ugyvid 
tArstulaidonos, igazg-aI6 'hIrtulajdowios, igazgat6 

Brownstein. Zcidnan and Lure EaslEuropeLaw, Lid 
Professional Corporation 2 South SLuarQ 

Suite 9(X) Grays Inn 
1401 New York Avenue, N W. London WC1R 5HR 

Washington, D. C 20005 Anglia 
U.S.A 

Teleton (44-71) 242-9755 
Telefon. 	 (1-202) 879-5770 Fax (44-71) 405-4464 

Fax: (1-202) 879.5773 

Kovics TarnAs, ugyvid 
Lewis G. Rudnick, tgyved ugyv/e1 agalgaL6 

tarstulaidonos, igacgai6 Budapesli Iroda 
Rudnick & Wolfe EaslEuropeLaw, Ltd. 

203 N. La Salle Street East-Webt Buiness Center 
Chicago, Illinois 60601 1088 Budapest, 

U.S.A.	 Rak6cta ui 1-3. 

Telefon: (1-312) 368-4055 Teleton- 266-4979
 
Fax: (1-312) 236-7516 Fax: 266-6360
 



Az 

EastEuropeLaw, Ltd. 

a viltoz6ftlben lv6' kdzip- 's kelet-eurdpai piacokkal 
ismerked6 franchise dtaddk, 

az ezeken a piacokon ipltisi vdillalkozdisokban Js
 
kereskedelmi fejlesztisben rdekelt in atlaniigynoksigek,


penzigyi es fejleszt6 vdlfalatok,
 
illetve a fele[6s miniszteriumok,
 

* * * 

a kdztp- is kelet-eur6pai cdgek, valamint
 
a terse ben mikodo,
 

vagy tjonnan frkez6 amerikai villalatok kozotti
 
iugymenet zokken6'm entes lebonyolftisban irdekelt
 

vd'llalkozdsok,
 
0 *0 

illetve a ters6g - a franchise es a privatizacio 
kapcsolatdt szem el6it tart6 - kormdnyhivatalai 

szamira a kbvetkezd szolgiltatAsokat 
nyuijtja: 
Jogi tanacsadAs 

Altalinos tanicsadas franchise Qgyekkel kapcsolatban 

Franchise partnerkozvetit~s
 
MagyarorszAgon, Eur6paban 6s AmerikAban
 

A franchise irdnt 6rdekl6d6 magyar villalatok &s vllalkoz6k
 
(franchise Atvev6k, franchise Atad6k stb.)
 

k~pviselete Magyarorszigon 6s Eur6paban
 



Cegunk Kelet-Eur6pa irinti erdeklddset, valamint miikbddsi es 
szakdrt6i terilletet legjobban talAn a franchise-r6I, illetve az 

EastEuropeLaw, Ltd.-r61 az eitilt h6napokban irott cikkek mutatjik be. 
Ime egy rovid valogatAs a szamos megjelent frAs kdzfil: 

,,A franchise egyedulalld m6don alkalmas 6j vailalkozisok alapithAra 
Kelet-Eur6pa \altoz6 gazdasigaiban - nvlatkozta lapunknak egy nagvarurszigi, 
csehbzlo\ ikiai es lengvelorszagi franchise tapasztalatokkal rendelkezd ugyted
 

Ezen orszagok togyasztoi kulonosen nvitottak
 
olvan 61 ruk ts szolgtatisok befogadisara,
 

anelyeknek piaci bevezetesere a franchise az egvik legalkalmasabb m6dszer 
- jelentette ki Philip F Zeidman, a washingtoni IIet6segf Brownstein Zeidman 

and Lore ugyvedi iroda es az EastEuropeLaw, Ltd. tirstulajdonosa 
Kelet-Eurdpa orszigaiban a kisvAllalkozasok jelentds hagyominyokkal 

rendelkeznek, amelveket azonban mestersigesen elsorvasztottak a kommunista 
tervgazdasig id6szakAban - mondta Zeidman.. 

Bureau ot NationalAttairs,1992 marctus 30 

,,1993. januir 26-in s 27-en kit szokatlan konferencia kerul megrendezesre 
Budapesten... Az egisznapos talilkozdn - melvet az EastEuropeLaw, Ltd -vel 

egvuttrndkaidesben az OTP (Magyarorszig legnagyobb lakossagi bankja) tdmogat 
- afranchise nddszer lesz a kozponti tma. A konlerencian vArhatdan reszt \tSz 

-az Allanu Vagyonugvnoks~g, magyarorszaigi -ilalatok es magyar, %alammint ankeni 
franchise villalkozAsok kepvisel6i is... 

Az AGROBANK iltal tamogatott konferencia neghfvotqai koze tartoznak a 
magyarorszigi ulelrniszer- tas vendtlglitipar alapanyagfeldolgoz6i, 

beszdllftdi, forgalmaz6i is szakertii is..." 
RLSZIetcgy 199 year' 4a1onra1'6I 

Europa poszt-komrnmunista orszagai mindegykeben a franchise kuidnleges
 
eldnvoket kintil a kUlfoldi v6llalkozisok szflmbra. Sok orszAg szAmira ez az
 

egyetien n6dszer az Allamilag irinvftott &skirnerftett kozponti terJesztesi
 
rendszer felredilfthsra...
 

A franchise-nak azonban egyb el6nvei is vannak:
 
A franchise dtvev6k megismerkeduek egy nyugati ertekesitisi technoldgival is 

szolgditatdi m6dszerrel, amelyek birtokiban efayhtre tehetnek szert a helyi konkurrencivai 
szemben... Egyszertibbe vAlik a mindseg & az ir ellenorzese . 

A franchise csokkenti a befektetesi kockAzatot, ugyanakkor a vegyes %6I1alatok 
alapfthsa jelentis t6keiginnyel ts AtlAthatatlan jogi kornplikici6kkal jdrhat. 

A franchise 1Inyegesen alacsonyabb koltseggel kdpes egy terrnket,
 
illetve 6rtikesftesi modszert megismertetni a fogyaszt6val.
 

A franchise az ideilis pszicholdgiai modszer a vAltoz6 Kelet-Eurdpa
 
szulet6filben ev6, es a kockAzatokra kulonosen erzekenv vAllalkozdretege
 

szniara - nvilatkozta lapunknak Fazekas Endre, a rnagyararszagi McDonald'X
 
tigyvezet6 igazgat6ja."
 
The Economist, 1991 iprdie, 

-4 



Franchise - egyedillll6 lehetdsig a villalkozisban 

Az Egvesult Allamok korminva a Nemzetkozi Felesztesek Havatalit 
(A.1 D.) bfzta meg azzal, hogy dolgozzon ki hatekonv programot 

a franchise kelet-eur6pai feleszteere is a privatizicios tol'amatban %aWd 
szerepenek megismertetisere 

A program megval6sitisara a nenizetk6zi tekintdlti, a franchi>e-ban igen 
nagy gyakorilattal rendelkezd EastEuropeLaw,,Ltd. kapott megbiziat

Ez az egyedulJlI6 kezdemenvez6s az Egyesult Allamok korininvanak CR0 
kozvetlen trnogatisa a franchise elterjesztise erdekaben. 

A projekt magiban toglaija konferenciAk rendez~set MagyarorszAgon &6 
az Egyesult Allamokban, szakmai anvagok 6s tanulmnvok kdsziteset es 
tereszteset a kt orszig vialkoz6i, a tomegkornmunkici6s eNzkozk &s 
a kormanyok szzmaira, valanint a magyarorszigi belektet6k s amerikal 

franchise 6taddk kozbtti kapcsolatok I4trehozisa erdekeben tett fnlvamatus 
er6fesziteseket. 

A franchise eldnyei 
,,A franchise &s a szolgiltato szektor egy~b vallalkozasai
 

magat61 6rtet6d6en hosszitavi 6s alapvetd el6nybkkel
 
szolgalnak, mert
 

Sjelent6s munkahelyteremt6 kapacitdssal birriak;
 
viszonylag egyszerti, alacsony kockAzat m6dszerek
 
a k!lldi tke bevondsArja egy bizonytalan piacon;
 

gyors terjeszkeddst biztositanak;
 
megteremtik a know-how, a technol6gia, a betanitas 6s
 

tovibbk6pz6s, valamint az izletvezetisi m6dszerek gyors
 
Atadasanak lehet6s6get;
 

a master franchise rendszereket (mint pl. egy privatizdlt
 
hotel-1Anc) bekapcsolja a hasonl6 rendszerek hal6zatAba
 

szerte a vilagon, biztositva ezdltal
 
a mr hatasosan mu kd6 franchise-ok el6nyeit 6s
 

tapasztalatainak Atadasit."
 

Ecast!A.t EurnrcGuide, 1993 pundir 

,,Amenkai franchise vAllalatok kepvisel6inek eddigi legnagyobb csoportja
 
erkezik KOzep-Eur6pliba, hogy j16nius 21-6n Budapesten talAlkozzon az
 

arnenkai ternkek, szolg61tatisok s franchise megoldasok irint erdekld6
 
rnagyarorszdgi befektetdkkel Cs potenciilis master franchise Atvevdkkel
 
Az egynapos konferencia kiemelked6 eseindnye ,A franchise Kozep- es
 

Kelet-Eur6piban: Magyarorszag<< nevai programnak, melyet kt, nemzetkozi
 
franchise-zal foglalkoz6 szervezet, az Egyesdlt Allarnok Nernzetkozi
 

Fejkesztesek Hivatala (A.I.D.) Cs a Budapesten belegyzett EastEuropeLaw,
 
Ltd. kilenc h6nappal ezeldtt indftott citjdra."
 

RdsltaNemzctkbzi Franhise Kinflitassjtanysagabol. 1993. dpnlis 



Az Egvesuit Allamok \emzetkbzi Felleszthsek Hivatala (A LD
 
vednoks~ge alatt fut6 program keretein belul
 

- a cseh, a szlmI6k, illetve az orosz krrninvok felkerere 
az EastEuropeLaw, Ltd tevekenyen reszt vett ezen orszngok
 

lakAsugyi torvenyeinek kidolgozis6ban, kulnds tekintettel
 
a magantulajdonban lev6 vagy kerulGi epuletek torvenvi
 

szab6lyz6bshnak el6kszftisere Csehorsz6gban s Szlovakidban,
 
valamint egy egyseges lIak6sugyi torveny 6sszeallitasara
 

Oroszorsztgban...
 

Az EastEuropeLaw, Ltd. is partnerirod6i konferenci6k rendszeres
 
szervez~sivel (legut6bb Buigiribban s Szlov~ni6ban) segfti eli a
 

franchising es a privatiz6cid el6menetel~t Kelet-Eur6p6ban. Ernellett
 
terrnszetesen v6ltozatlanul ill egydni Ugyfelei rendelkezesere
 

franchise-, Ingatlanpiaci Es egVb Uzleti tanksad6 szolgaltatasalial.
 

Az EastEuropeLaw, Ltd. munkatArsai szivesen ilnak az
 
On rendelkez6s&re is.
 

Ha ugy litja, hogy tudunk Onnek segiteni uzIeti tervei
 
megval6sitaisiban Kelet-Eur6pa orszagaiban, krjik
 

keressen fel bennfinket valamelyik irodankban.
 

-6b



EASTEUROPELAW, Ltd. 
Affiliations 

East-West Busmness Cetr 	 Brownsien Zeidnan and Lore. Washington. CC
Pf. 300/25

R~k6ca, (t 1.3 Martin Mendelsohn, London
1088 Budapst 

H Rudnick & Wolfe, Chicago
TamAs Kovcs
 

Telephone- X3-i 26S4979
 
Telefax (36-l) 26&6360
 

Tisztelt Jov6beli Franchise Atvev6! 

Odvdz8ljilk Ont az els6 -- kelet-eur6pai 6s amerikai fizletemberek kbzatt megrendez6sre 
kerill6 -- franchise taldlkoz6 alkalmdb6l, mely lehetsdget biztosft a befektetni 
szdnd6koz6 villalkoz6k 6s franchise-, illetve master franchise dtvev6k szdmira a 
franchise Atad6k katzelebbi megismerdsdre. 
A taldlkoz6-az EastEuropeLaw, Ltd. ilgyvddi iroda 6s az Egyestilt Allamok Nemzetkbzi 
Fejleszt6sek Hivatala (A.I.D.) dltal kezdemdnyezett franchise projekt kiemelked6 
esem6nye. Bilszk6n jelenthetem i, bogy a rendezv6ny irdnt a v&rtnl sokkal nagyobb 
drdekl6dds mutatkozik. Szkmos franchise dtad6 jelentkez6sdt vissza kellett utasftanunk, 
mert k6s6n jeleztdk rdszvdteli szdnddkukat 6s ugyancsak szdmos franchise Atvev6nek 
kellett nemet mondanunk a talklkoz6 rendelkezdsdre l6 id6 sztikbssdge miatt. 

Mell6kelve killd6m Onnek a talilkoz6 id6beosztisdt, mely rdszletesen tartalmazza a 
franchise dtad6k neveit ds a megbeszdl6sek id6pontjait Amennyiben a megbesz6ldsek 
id6tartamgrdl kiln emlft6s nem esik, dgy ezek hossza taldlkoz6nk6nt egysdgesen 
valanivel kevesebb, mint fl 6ra. Val6szinrileg rendelkez6s6re 11nak mir informci6k a 
franchise dtad6kr6l, akikkel taldlkozni kivln, fgy a szem6lyes megbeszdlds lehet6siget 
nytijt majd ezek elmdlyft6sdre. Mindazon infornci6kat, melyeket az EastEuropeLaw
nak dtadott, tovAbbftottuk a franchise tad6(k)nak. 

A taldlkoz6 progranjin kfvil tisztelettel killdom Onnek az aldbbi ndhdny apr6sAgot, 
melyeknek remdlem hasznt litja majd: 

* 	 Az els6 -- a franchise tirgydban magyar nyelven kiadott -- k6nyvet, 

* 	 egy r6vid ismertet6t az EastEuropeLaw, Ltd. ilgyv6di irodAr6l, valamint 

* 	 a " Some Thoughts About International Franchising for the Prospective 
Investor on Master Licensee" cfm angol nyelvd canulminyt, mely ugyan 
eredetileg az ez 6vben Washmgtonban megrendez6sre kertilt Nemzetkazi 
Franchise Kidllftis kiilfaldi drdekl6d6i szlmira kdszillt dsszeAllftis, de On 
is minden bizonnyal taldil benne hasznos informdci6kat 

Vdgezetfil szeretn6m ezt az alkalmat kihaszndlni, hogy bemutassam Onnek az 
EastEuropeLaw, Ltd. Oigyv6di irodit. Rem6lem, hogy jdnius 21-en lesz alkalma 
talilkozni washingtoni irodink munkat&naival, budapesti irodtnk vezet6jdvel, Dr. 
Kovics Tamissal (akivel mfr bizonyfra tabbszbr is besz6lt) ds j6magammal, aid itteni 
iodlnk megnyitsa 6ta-mir legalibb egy tucatszor jdrtam Budapesten. 

Figgetlenill att6l, hogy a jdnius 21-i megbeszdldsek Uizletk6tdssel zdr6dnak-e, vagy 
csak informici6gyiljtdst szolgAlnak, remdlem, bogy sikertil maraddktalanul 
rendelkez6s6e dllnunkjogi term6szetti s egydb igdnyei kieldgft6s6ben. 

Tisztelettel: 4% 4 e <. 

Philip an 
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ELOSZO
 

t iprJisaban abban a megtiszceltetesben volt reszem. hogy eldad6
rszt xehe'tin az 1. Magyarorszigi Franchise Forurnon Ez volt az 

.< a!kalomI Kozp- is Kelet-Europdban. amikor lehetudas nvfit a Iran-
LiLe bemucatsdra. Az eldaddssorozar legmaradanddbb emilke szd

o::mra. ho2y a z1nben dlami vd1lalatok kepyiseldib6l M16 hallgatdsg 
szufle ki xolt 6hezxe az informdci6kra. Nem tudtam elesend6 mennviseu, 
i',neretanyagot nytjtani szimukra. amely ezt a rendkfvul nagy 6abmget 
cmiilapftant tudra volna. 

Ara gondoliam, mennvire fontos 6s hasznos lenne, ha a franchise-ri61 
nvgkar nyelvff frdsos anyagok is a hallgat6sig rendelkezisdre dllndnak. 
Nncsak ezen a f6rumon val6 felhaszndldsra, hanem a tima irint grdek
16ddk sokkal szilesebb kre szdmra is. Es most, rem egiszen egy ivxel 
k'Jibb. megszuletett ez a munka, amelynek c6lja a franchise-zal kapcso
latos legfontosabb ismeretek bemutatisa. 

AZ endilt elben Kozp- s Kelet-Eur6pdban tett utazdsaim soran meger
tettem. hogy ez a fajta "6hsig" nemcsak Magyarorszdgra, hanem e terseg 
toIob orszdgaira is jeilemz6. Egy nemzet, amelynek csaknem k& generd
ci6ja -l volt zdrva annak lehet6s6g6to1. hogy tehetsdges polgdral kibonta
koztathassdk term~szetes adottsdgaikat Uzleti vdIllalkozdsok 
!t.ehozisdban 6s sikeres mcikodtet6sben, asztonosen s6virog az infor
macit) minden morzsdja utan, amely i1yen tapasztalatokkal ismerteti meg 
NIs orszaigok pozitv p61dai azt su2alljdk szdmira - amit az elmtilt JO 
6v minden ilyen iranydi pr6bdlkozdst elnyom6 rendszere csak negatfi um
k6nt emltett -, hogy bndll6, egy6ni vdllalkoz6k6nt is &het el jelent6s 
tizleti sikereket. Az egydn szemelyes bol- doguidsa es gazdagoddsa reen 

pedig az egdsz tdrsadalom gazdagodik 6s el6'bbre jut. 
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ber. Taldn megadhatja a \laszt erre a kerd6sre a feji6desre s me6uju
liara szinte korldtlanul kepes franchise, amelyet sokan ajov6 \dllalkordsi 
formijdnak taitdnaK. 

Phil) F Zeidincui 

3igs:.1991 pjar 

I Dr. Philip F. Zedman, ugyved (Washington, D.C.), az International Franchic 
Association iltahinos tanicsad6ja, a franchise viligszerte egyik legelismertebb 
szakertdje. Az East Europe Law Budapest befektetist iroda egyik alapit6ja. arnel% 
segiti a franchise elterjedisit Koz6p- 6s Kelet-Eur6pdban. 

14 

4~. 



Material Given to U.S. Franchisors Attending 

Budapest Meeting, June 21, 1993
 



EQstEumpeLpw, Ud.-U.S. Agency 
for I n t e r m h o d  Development 

A Meefing for U.S. Fmchisom and 
Rvspecrrve Hang- lnvestom 



1J
 
FRANCHISE 

EVKONYV*YEARBOOK
 
1993/94
 



Udvardi MAria, Dr. UrbAn 

FRANCHISE EVKONYV
 
1993/94
 

Fdszerkeszto Editor in chier
 
Dr. Kiss Istvan
 

Szerkeszto. Editor 
MikI6s Zoltann6 

KozremukodteleContrbutors 
Eva, Imely ZoltAn, Dr. Kiraly-V4gi Agnes, Kovics Tamis, Vadisz Zsuzsa 

© 1993 Magyar Franchise Sz6vetsig 

ISSN 1217-2200 

Kiadja Published.
 
Magvar Franchise Szovetsig
 

Felelos 'ezet6 dr. Kiss IstvAn i6titkAr
 
Budapest II. Margic kt. 15-17 IV emelet
 

Pf. 446. Budapest. H-1536
 
Telefon: 115 4619 * Telefax: 135 9349
 

Szed4s. tormakesztesFormated:
 
P & L Crarika 8t
 

Felelds vezet6 Hoimann Piter ugyvezet6 igazgato
 

Nyomda/Printed: 

MAYERNYOMDA. BUDAPEST
 
Feleldswzed: MAyer jend
 

Tel:0660 30-473
 

Z 
ff
 



FRANCHISE YEARBOOK
 
- 1993/94
 

Preface
 

Today a growing number or people in Hungary are 
considering setting up their own enterprises, many 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 entrepreneurial 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 into reality, to give foothold for those who are in
terested in starting a franchise business. 

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 possibility 
for all th6se 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 objective. 

In other words, our basic objective is 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 is 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 objective of the franchi
see is to have as great a choice as possible between 
franchise systems within the scope of his interest and 
inancial possibilities. Furthermore, the development 

and market building possibility can also be interesting 
for the entrepreneur who would like to share his suc

cess with others who ,hare their .necret or succes 
and also the rinancial secret with him This is how ba
sically the new tranchise systems and networks come 
into being. But the plavers in the game cailec ;ran
chise market have to be prepared and gain knowledge 
on the legal frame and forms of conduct charactertic 
to this kind of market, regardless or whether he or 
she is a franchisor or a franchisee. The Yearbook also 
would like to help in gaining this kind of knowledge 

The Hungarian Franchise Association, as a full 
member of the European Franchise Federation EFE 
Paris) receives a tremendous protessional help n irs 
activities, while a further help is given to it by the in
ternational Franchise Association based in Washington. 
as well as by other national associations that it already 
has a go6d working relationship with This publication 
is bilingual for we would like to raise the interest of 
not only those already present in the Hungarian mnar
ket but also of other foreign tranchisors in order :o 
bring them into the country. In other words %e %N-ci 
like to create such an environment in which 'ne 

tential Hungarian franchisee could choose nee 
many franchise licenses. So we would like tur'r'
duce the Hungarian franchise market to the potential 
foreign participants, as well 

The First Hungarian Franchise Yearbook couid -'t 
have been brought into being without the help or ne 
Trade Development Fund of the Hungarian Minlr 
of International Trade Relations and without the pon
soring of the K&H Commercial Bank Ltd. The Hun
garian Franchise Association would like to expres' 
utmost gratitude to them and to all those who ha'e 
helped its activities. 

April, 1993 

Endre Fazekas 
President 

of the Hungarian Franchise Assi ." 
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Preface 

Today a growing number of people in Hungary are 
considering setting up their own enterprises; many 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 entrepreneurial 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 into reality, to give foothold for those who are in
terested in starting a franchise business. 

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 possibility 
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 objective. 

In other words, our basic objective is 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 is in the interest 
of both those who are already franchisors and of those 
entrepreneurs who are franchisees. The objective 6f 
the franchisor is to have as big a network of his own 
system 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 
financial possibilities. Furthermore, the development 
and market building possibility can also be interesting 
for the entrepreneur who would like to share his suc

cess with others who share their .4ecret of success 
and also the tinancial secret with him This is how ba
sically the new franchise systems and networks come 
into being. But the players in the game called fran
chise market have to be prepared and gain knowledge 
on the legal frame and forms of conduct characteristic 
to this kind of market, regardless or whether he or 
she is a franchisor or a franchisee. The Yearbook also 
would like to help in gaining this kind of knowledge 

The Hungarian Franchise Association, as a full 
member of the European Franchise Federation (EFF 
Paris) receives a tremendous protessional help in its 
activities, while a further help is given to it by the in
ternational Franchise Association based in Washington, 
as well as by other national associations that it alreadv 
has a good working relationship with. This publication 
is bilingual for we would like to raise the interest or 
not only those already present in the Hungarian mar
ket but also of other toreign franchisors in order to 
bring them into the country In other words, we w ould 
like to create such an environment in which me on
tential Hungarian franchisee could choose bet-veen 
many franchise licenses. So we would like to ontro
duce the Hungarian franchise market to the potential 
foreign participants, as well. 

The First Hungarian Franchise Yearbook could not 
have been brought into being without the help or the 
Trade Development Fund of the Hungarian Ministry 
of International Trade Relations and without the spon
soring of the K&H Commercial Bank Ltd. The Hun
garian Franchise Association would like to express its 
utmost gratitude to them and to all those who hale 
helped its activities. 

April, 1993 

Endre Fazekas 
President 

of the Hungarian Franchise Association 
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Franchse-tahdlkoz6' Budapesten.
 
At ecidip ilegrepesebb amren- indirorta urjiAra Cilia, hogy Nit

kai Irancbise-tiker6i csoporl gyarerszAg~tn tr-vihb ndrszenis~i
ta nma cgcsz rnapos uziett raLLko- se a vilgoni cirerjcdi frar.cGhise 

z6c potencjiis niiagp a. ren'-iszer- wcrnleirct~si fonndt. flierve hogv 
Arvevdkkel Budapescn AZ amei- bemutasson oIlvan kmac~jse-rc, 
rdcai irdekl6dds haz~nk :,-n(vnem ;zercece:. arnic'vek :nlsuwi mra: 
v~ietien - NMagaror~z~acn mar nagy sA erekei ert~k ci Kozju:< 
robb mnint 150 franchl -c-re-,xsze- bernutarkozih, a £pnx.6e 

rniwkdik ikaz. :niratciy rei! na- kok is szoI2Alraiisok tracme:~
&IIfeilcsvesti rendszerii kcrcsked6hgl6zata. a 

A Franrchise Kd<z~u- ^s Kelet- Ziebart Tidy Car: a Midas Init
Eurp~an.Mayarorsza. nevet national Corauon autiJavfo 

vtsel6 orojeki '-szekC-nt tanijAk lil6zai: asz6nvc - is butorkr
ma a (a!lkozi)t .Aprojextet it pir-tisnito Rainbow International: 
Egyesuic Allamok SemftckOzt 3 Big boy Restaurant Sytm-a 
Feifes/is! Ugyroka. !US.AID; miarhasuitre soccializaiOCotl 
i&a budlape'nisifl'evi. nemze!- Arty's: %agy eorien, aCity Lo~oks 
kbwi (rancl'se-ra szaecsouot cv :ie Barb~ers hiszain--hdldzai 
ueyvedi troca. at Easi.Evooe 
Law. Lid. kilerc honappai :ze 3a *N.V.Z5. 
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+ Beszivargo 
Amerika 

Rangos, egynapos uzleti 
talAfkozot rendeznek ma Bu
dapesten Edeig mig soha 
nem jirt nilunk lyen st;ntd 
amerikai tzletembereKb6l 
A6 k~ldottseg. amely Ojvila
pi :emekek, stolgditatsok 
as franchise megoldasok
rdnt eroeKl6d6 magyar- be
fektet6kkel tal;kozik. 

Szeles a valasztk, amivei 
az amerikaiak regprobi1
nak beszivarogni A magyar 
gazdasagba az EastEurope 
Law. Lwo. Altal 6sszehczott 
talkozon. 

1993. jLinius 21., h6tf5 
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A TRANCIIISC (tirso. PRENC$&)73 Ifnyeg~ben hcenchereskedeem inega11poMiS amnlai 
4rtehiiben egy villa1st (frantdaior. azAz itadd) logot ad egy rpi~k vaIiimnak (frnchtsee ,zz 
arvtv6) uvra, hotv bnonyes Wtt tev~krnysiget i? £tadd titIrpoitikjiyu1. gvaikorhizt2v1, 

eijiiniI &st ilb2 bcvezetett Srukka1 osszhargbnn folvtassoii 
A.rtanchscr olyan 4ia .ov , magot nytilt At, amely homsd tAvon 5zaivntol;a a Irinchtsee 

sUCeAL A csonngba benne van a Aeles know how bekfirtve a snkmaii Irtnyelvekrt e5 i 
madkednget 1s 

A franchhic~nak jekgnt4. .arnunklAheytermin~d ki~es5qe, ebbe akdrbe gyakran I pnel be 
naidi vahlkozisokLA2 iyrn form~hin benndul6i viji~Iki)7sok ,oxkI,sikereseb, m~int ux 

6aalldak stIusztikaihlg kint Ihabo, hogy harmidarnyt franchise megy Iankre. mtnt Awns 
rormlban mdk6d6 cfl Mljktppen: iz Qzletember wailt vikozidhan mqvg Iosltja netitt. 
Sevezgtf anmirkrevet reklintz, sikerre vii Ilendstergaizdiv4 ,Idor vitlk, Aodkor x bevilt 
Wleer ahevetetett mwrkanevveI,tapzualatokkaI 'gyutl Mndjaolynnoknak, akik ;jjitI~kijfkk-I 
felles2tsk toibb a rendrgd Miti ejanitolt lhIldzatot At Atvevdk OnA6 viltulkozdk 

uan-Angk csupin 2 rendszerri feileszlttt iker huas1iirt flzeinek Ktsdibb a ren&izergazda 
mir nem u credeu trmeket vagy szolgiltat~st frikkesi h~ncma know-howt 

Ennek a siltos know'Iow-placrtd. meqaa 2 sinalva,. mRva1 2z ivle kolltrija 
Vt14yarorszigcI1 rng most is EJkeletdm'ek sizit -z n i~laik.,stlps ligsttt6l . Biboln-
McDonald s 'egycs vallat lelniatt nyrnmin jelein nteg nink: (habir kezdntben . McDonaldi 

jern frnchise formdban wmk6$6tt 
M-L.- sobtr rfismcrt~k 2 beanne rej! IehetOsxg~er ndntt'gy 15 iOlypn tlutiA vilhikozisban
 
hsaile,1eg 1700 mqynr YIIlcgz Idekelt
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American franchise systems for Hungarian investors 

from our cornespondent 

American franchise systems will be in
troduced to prospective Hungarian fran
ciusees 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 meeting will be held under the aus
pices of EastEuropeLaw, Ltd., a 
Budapest-based law firm. The three fran
chisors attendmg the meeting 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 refinishes porcelain and 
other household surfaces. All three com
panies am members of The Dwyer Group 
which operates close to 2.000 franchise 
units in 20 countries of the world. 

Vildggazdasdg, 69193 

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 panners ab. 
solutely useful and successful. 

In the framework of a project initiated 
by the U.S. Agency for International 
Development, a total of beven American 
entrepreneurs have recently contacted rep
resentatives of three dozen Hungarian 
businesses. With the help of Zarex Kit, a 
Hungarian company playing a significant 
role in franchising, E organisational 
work was undertaken by EastEuropeLaw 
(EEL), an international law firm engaged 
in the distribution of franchise systems in 
Hungary and in legal advising. The meet
ing was exclusive, details of the talks have 
not been released. 
The Americans represented a number of 
areas ofthe service and production sector, 
ranging from hair- and automobile care to 
fast fond services which, thanks to 
McDonald's above all, is also gaining a 
ground in Hungary. EEL's representative 

held it fortunate that also Hunganan pn
vate companies sought contacts and 
paved way for relationships with the sig
nificant American businesses.
 
There is a 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 bas 
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 to 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 
trading and service businesses of uniform 
image and quality in the whole country.
30% of ite participants of the American-
Hunganan franchise meeting in Budapest 
came from cities of the countryside. 
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SUCCESSS Y STE MFEE
 

FRANCHISING is essentially a trade of licences: an agreement between two compa
nies within which one of the companies (the franchisor) grants the other (the fran
chisee) rights to conduct certain businesses in accord to the franchisor's business pol
icy, practice, concepts and products introduced by the francluser. 

The franchisor provides the franchisee with a business package chat guarantees the 
success of the franchise on the long term. The package contains the complete know. 
how, including business-specific directives and marketing concepts 

Franchising significantly aids the creation 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. In other wonis: 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 frnchisor. The franchiseeq remain independent ennpepnneurs, they
only pay for the use of the successful system. Instead of the original product or service, 
the fianchisor 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 connecdon with the creation of the Blbolna-Mcbonald's jolnt-venture
(although not even McDonald's operated 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 undertakings. 

Griff 6111/93 

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 delegation of such level visited 
duced to Hungarian us, planning to meet with Hungarian investors in
investors on June 21 terested in products, semvices and franchise tech
in a 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 
ness services will be the help of this meeting organized by
offered (to interested EastEuropeLaw. Ltd. 
investors). 

fai Nap 6)21193
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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 
Hungarian franchisees in Budapest today. 
The American interest in our country is 
not an accident: there are over 150 fran
chise systems operating in Hungary, half 
of which were developed locally. 

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, Ltd., a 
Budapest-based law firm specializing in 

international 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 
include Ziebart Tidy Car, a network of 
franchised businesses offering car acces
sones and protection services, the Midas 
International Corporation car repairing 
network, Rainbow International, a carpet 
cleaning business, Big Boy Restaurant 
Systems, Arby's, specializing in beef
steaks, and the City Looks by the Barbers 
network. 

MagyarHfrlap 6/21193 

OFFERS OF THE LARGEST INVESTORS
 
New Franchising Program
 

A largest-so-far group of representatives 
of franchise systems arrived in Budapest 
to meet Hungarian investorsand potential 
franchisees interested in American prod
ucts, services and franchising concepts. 
The American franchise delegation is 
claimed by the organizers to be the largest 
one ever visiting Cental 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 International Develop
ment (USAI) and EastEuropeLaw, Lt, 
a Budapest-based law firm specializing in 
international franchising. The purpose of 
the project has been to introduce to 
interested parnies the concept of 
franchising which, functioning highly
successfully elsewhere in the world, may 

be expected to reach similar results also in 
Hungary.

Previous meetings, co-sponsored by 
banks and other organizations have 
sought to identify potential franchisees in 
Hungary. A number have already been 
identified; but, subject to limitation of 
time, this meetng will provide an addi
tional possibility to interested companies 
to meet in person with important
American franchisors. The American 
businessmen attending the meeting repre
sent prestilpous companies of solid capi
ta. These include car dealers, a car repair
chain, clothes, furniture and carpet
cleaning services, a special chain of 
restaurants, acomputer company, a chain 
of barber shops as well as an interior and 
office decorating service. 

Pesi HfrIap 6/22/93 
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Franchise delegation from 
overseas-

A large.t-so-far group of 
representatives of American franchise 
systems will soon visit Budapest. The 
exclusive meeting, planned for seven 
participants, will introduce to potential 
Hungarian investors Ziebart 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 sector: Big Boy Restaurants 
Systems, and Arby's, the fast food 
network specializing in sandwiches. 
Future Kids' system is based on 
computer education; the 'City Looks 
by the Barbers' name depicts hair 
saloons and the marketing concept to 
operate them. Representatives of 
Decorating Don, the first franchised 
interieur and office decorating service, 
will also come to Budapest. 

Vildgggazdasdg 6/18193 
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Franehise-delegicio I 
a tengerentiilr6lI 

Az amerikai franchise-rend
szerek -kepviselinek eddigi 
legnagyobb csoportja lItogat a 
napokban Budapestre. A hit
f6re tervezett zirtkbri izleti 
talikoz6npotenciilis hazai be
fektet6k el6tt bemutatkozik a 
g6pjirmitartozekok kereske
delmovel foglalkoz6 Ziebart 
Tidy Car, a helyszini sz6nyeg 
es kirpittisztitisban erdekelt I 
Rainbow International' es a 
Speedy Car-X Inc. aut6Javito 
szervizhal6zat. 

A vendeglit6iparb6l ketten 
vannak: a Big Boy Restaurants 
Systems, illetve a gyorskiszal
glisra specializii6dott Arby's 
szendvicshil6zat. A szimit6
gepes oktatisra epUl a ruture 
Kids rendszer, mig a City 
Looks by the Barbers nev haj
szalont e6s az ennek milkdte
t6sehez szilkseges marketing
rendszert foglal magiba. .Bu
dapestre jbnnek a vilig els6 
franchise-rendszerben milk6
d5 lakisbels6- es irodadekoti- . 
ci6sszolgiltatasra 16trejdttDe
corating Den ceg kepviseldi is. 
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A LEGNAGYOBB BEFEK7ETOK AJANLATAJ 

Uj franchise-program
 
A.S. P. 

Arnenkai , franchise-rend
szerek --k6pvisol6inek eddigi 
legnagyobb csoportja erke
zet Budapestre, hogy talil
kozzon az amerikai termdkek, 
szolgAltathsok is franchise
megoldisok irint 4rdekl6d6 
magvarorszigi befektetdkkel 
ds potcnciAlis Atvcvdkkel. A 
szervez6k szerinr ez a legna
gyobb amerikai franchise-de
legac16, amely valaha is Ko
zdp-Eur6pdba lItogatoti. 

Az egynapos Izleti taIlko
26 kiemelked6 esem6nye a 
Franchise Kdzdp- 6s Kelet-

Eur6paban: Magyarorszag" 
ncvd projektnek, amelyet az 
Egyesult Allarnok Nenzetko
z2 Fejiesztdsdnck Hivacala 
(TUSAID) 6s a budapesti sz4k
helyC, nemzetkdzi franchise
ra speciaizAl6dott i2gyvddi 
iroda, az East Europe Low 
Ltd. kilenc h6nappal ezeldtt 
inditott taidra. A projekt c61
ja, hogy a franchise- m6dszert 
bemutassAk az -erdekidd6k
nek, amely egydbkdnc a vilig 

szAmos rdszdn kiemelked6 si
kerrel.makbaik, s vtrhardan 
hasonl6 eredminvekke[ hasz
nosithat6 Magyarorszigon is. 

A koribbi bankok 6s egvb 
szervezetek Altal istimagatott 
aWkoz6k mAr megkisrelt6k 
felmrni 6s szgmba venni a 
potencillis franchise-Atvev6k 
kbr6t Magyarorszdgon. Tbbb 
vdilalkozAst mir klvilaszto:
tak, ez a mostani talAlkoz6 
azonban a rendelkezesre 9.6 
id6n belil ijabb lehet6saget 
bizrosft az drdekl6d6knek, 
hogy szem61yesen ismerked
hessenek megjelent6s amen
kai franchise-ktad6kkal. A ha
zinkba drkezett amerikai iz
letemberek j6 nevid, nagy t
keer6vel rendelkez6 c6geket 
k6pviselnek. Ezek kbzctt sze
repel g~pjirrndkeresked6, 
gepjArmdjavft6-h16zat, ru
ha-, bitor-, kirpit- s sz6-
nyegusztf6-lIethAi6zac, kin
lonleges etteremhil6zat, stsr 
mihtechnikai cdg, fodrisz 
tazlet-hAl6zat ds lakAsbels6-, it 
leEve irodadekorlci6s szolgil 
rat6 c6g egyarint. 
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Franchise-talikoz6 Budapesten
 
U Az eddig legnepesebb airi

kai Iranchlse-sak2ut6n csoport 
tart ma ecg.1z napos uz!ei aldiko
z6r potencsilis magyar rendszer
irvev6kkel Budanesren. Az ame
rikai irdekl6dds hazAnk irnin nem 
vdletlen - Magvarorszagon mar 
10bb mint 150 franchise-rendszer 
mfkedik. igaz. mimcy ide ha
zai feilcszZesu. 

A Franchise Kdzd0- ds Kelet-
Eur6piban- Magyarorsze nevet 
visel6 projekt ieszek~in tarijbk 
ma a talilkoz6t. A projecklet ai 
Egyesulz Allamok Nemzetkbzi 
Feilesztesi Ugvnaksge (USAID) 
is a budapesi szdkhelyi. nemzet
kozi franduse-ra szakosodon 
Uigyveoi troda. ay Easi-Europe 
Law, Ltd. kilenc hunappal dzelott 

indfrotta ity$ra C6ija, hogy Ma
gyarorszdgr tovdbb nepsZtisL
se a vilAgon cheriedi franchise 
izemelte6si formAt, ilierve hogy 
bemutasson olyan rchise-renc
-szerexe., amelvek MAsutt ma: 
nagy sukereket erek eL. Kdziu: 
bemutarkozik agdpjnirmitarto.*e
kok is szoaeietacisok francntuse
rendszer'i kereskedhldzata. a 
Ziebart Tidy Car a Midas fr:
national Corporanon aut6javfto 
hil6zac; a sz6nyeg- is butorkar
pit-lisallo Rainbow International: 
a Big Boy Restaurant Systems: a 
marhasfultre socetalizai6don 
Arby's: vagy ennen a City Lcoks 
cv the Barbers hajszalan-hIdizal 

N.V.Zs. 
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+ Beszivarg6 
Amerika 

Rangns, ggyrapos .zleti 
talbIkoz6t rendeznek ma Bu
dapesten. Eddig mg scha 
nem lart nilunk ilyen szintd 
amerikai Ulietemberekbl 
610 kUIld6tts4g, amely (sivili
gi tem6kek, szolgditathsok 
es franchise megoldasok
irirt erdeiad6 magyar- be-
Jektet6kkel talilkozik. 

Szeles avalasztik, amel 
az amerikaiak megpr6bal
nak beszivArogni a magyar 
gazdasagba az EastEurope 
Law. Lid, altal bsszehozort 
taidlkozon, 

1993. j&nius 21., h6tf6 
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Anmerikai franchise-rcndszerek
 
magyar befektet6knek
 

Munkardrsunktdl 

A jibius 21 in, Budapesten,
"Uzcli Iehe(dsegek 6s befekie
16k tailkaz6ja" ciamel latian
d6 iendezvriyen bemutafjik a 
potencilis rnagyarorszdgi Atve
v6knek az amegikai franchise
rendszereket IHdron kiildiib6
z6 iizreti szolgiltalas tIevhasz
ndIati jogat ajduljsik fel. A ren
dervnyi abudapesti sekhelyi 
EastEnrjow.Law Ltd iigyv6di 
iroilaitdmogatisivailtaatjikmeg 
A talilkoz6n rszI vev6, fran
chise-rendszerben inAkd6 hA 

roml szolgilt6 vdIlalat a Rain
bow International, amely clsdd
legesen szdnyeg- 6s kirpittiszti 
tissal s festdssel, a Mr. Rooter, 
amely vizvezetdk- is cs&zere
lessel, valamint esalomatisatilas
sal,illetvenWorldwide Re!niais
hing, ainely jxrcelin- is egydb, 
abiiztarlsbantalilhat6zomdnc
felhiletek feldjiAsival fogl:ilko
zik. Mindhdrom villafat tagja a 
vihig 20 orszdigiiban k57el 2000 
fiahiclise-egysigge rendelkez6 
The Dwyer esoportnak. 

I 
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A franchise h6ditani fog? 
A magyaroknak
 
tetszik a nyugati
 

forma
 
Egy&ctelmilen hasznosiak 

ds eredmdnyesnek nevczi6k 
cArgyalisaik eredminyeit ma
gyar potencidlis partnereikket 
azok at amerikat cgek. ame
lyck franchise-szcrztdd5 alap

szeretndk Uizleti gyakorla
tukat is arculatukat Magyar* 
orszdgon citerjcszten. 

A minap 6sszesen hi 
amerikai v011akoz6 hd-om 
not nwgyar vlialkozis kp
viseldivel itpeit kap~oolalba 
egy, az amerikai seglvhiva
tal. az USAID SlIai kczdcme
nyacit projckt kerctebezn A 
szervezest a franchise-rend. 
szei magyarorszdgi eitelesz
tesen. annak szerztddslog. 
kdrddsetben iandcsor ad6 rem
zetxbzit ugyvidi villalkozs. 
az East Europe Lai (EELJ 
vdllalta magdra. egy agyan
csak a franchise tertn jelerds 
szerepet betolid magyar vaila
lat, a Zarex Kfc. segitbgvel 
A rcndezvdny zarkord vol:. 
rdszleteket a idrgyulaiokr6i 

oAn 

nem savirogtatak Yu. 
Az ameikaiak a szoigila

tisifds ermeldszekior za.-nos 
icrulezdt kepviselifk a ha.j
illeive g.pkocsiipolisto a 
gyorsitkezietisig. mely utdb
bi szolgdltatisban a franchise 
- clsdsorban a McDonaid's 
j6voltAbol - egyre nagyobo 
tert nyer idehaza is. Az EEL 

MAGY ±P N 

iLletikese szerint orvenderes 
vol. hogy a jcenids amrenkat 
c4geekel magyar magancegek 
is keresidk most a kapcsolat
felvetei. egycngctek j6v6
beli Uzieti kapcsolataikat. Re
mny van arra. hogy ijabb 
amerikai drtikesicesi rendszc
rek vernek gyokeret magyar 
vilalkozdsok keretebcn ide-

Az USAID-nak a franchise 
eIerjeddsdr segft6 projekrje 
!ezruIi. de a franchise iovib
bi ierhdditisdc giFtd ekct6k 
iem maradnak cl. A mostani 
cgyn.pos rendezviny irdnti 
jelent6s mogyar drdekidd6s 
alapjan - haivan ccgoal vd
aSZlttiAk ki el6szeickioval
 

at drdcm: idrgyaldsokra enge
dct: 35-ot - vithai6. bogy a
 
kulfoldi ds a magyar cedgek
 
kazti I master-francltise Szer
zddisek meictic, azok credmi
nyekent szamos igynevezett
 
affranchise-atvev6 kapcsolo
dik ezekhez a gazdavillalalok
hot. 6s a: epis: ors:dgban
 
eryiges arcuiatzi is *finvo
nalu kereskedelmi. termel6 
insdI:aKozIsok jetennek 

meg. A mostani bucapesti 
amenkai-mgyar franchise
taltolzdn a risaveVrk mint
egy 30 szdzaIdka viddki vixo
sokb6l Erkettit. 

(k. M. 
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BIKERRENDSZEIIII 
A ERANCHISC (ErMV. FRENCSAJZ) litvepben bicenckerweskcdekem: megli~is asinek 

&risldtergyvillalt~fnchbor. azt :iudd) jo~oI2dqy tnisik VSIIkk (ftanchiee. 1Wn 
atv"Gevi~a, hollybntonyos; UItI ovkrnyshiget A' Rad ivlrtisolitikdillva1. pskd~iri 

elji'isinl k a dl± heeVenM~ dIukk,1 ossthangbna folvirsmoi. 
Afranchhor olyari vgl~alkozisi csornagot nili i t. amely homtu tivon iznyatnljn aInnchlse 

sikeALt A CSom1gbia herme van * LeIles kinow how. belhrkvp x sz~kmit Irtiuvlee es 
mnketinget is 
A frzrichie-oak jeienr6i a munhiv&Jytererr,16 kiessje. ebbe ± kdrbe gyukran lilitek he 

csalidi vifalkotsok. At ien formitibt, n binduin vi~gkn,dsok sokkdl sikercstbhie, mint u 
6n~il6uk sL~fisztfk2113 kimutsti6, bolly harmidanayl franchie mcaty tOnkre. nILWt 2Mis 
fotrmlban miik6d6 oft Miskippent uz flzletembcr qa1it vilvlkcz.,in tnesval6sitA OiI.ItL. 

£ej[esnuk tovhbb t rendszorghzdZ lita elindltott hMldtutot. At 4N,41,h 6,mi16 vaIltikot6k 
manviirk mupin a reiidszeer6~felle5flctt siker hsszwilatdir Ozttnek K&,Sbb a rendzergnda 
mir nem az eredeiti termdketvt~y szoi~iltankt &rtAicesiU, hnntimr aknow-how I 

Ennek, a sajilto know-Iiov-pfcntk mezvaonk A nlib(Iya. Mrivan. At 1]7leU kulltkisra. 
Magyaroradicn m4 most is 6ii kael.ek ',imll nz a illgais~ mn.Ilnh1 a Babulnia
Mclonald's 'e;ycs v~flaM tItte nyumiioljelent flea nrn (habit kezdetien a Mcronald,' 
sern franchise formibu.li rulkM6tt) 

Miragsoki relmertek a benterem16 lehetdstncket mlnloM 150 lytn (IustI vYlklozisbifn 
frawnw1 700 magyv vilhhkocizd Llrdekqdt 
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UZLETSOR 
Franchise-f 6rm 

Amerikeu franchise-i endszerek 
rnutatkoznak ma'd abe ma
gyar befekte:dk eidtt azon a junius 21-iki budapest: talalko
zon. amelyen sor kerul haron:
uzieti szolgAlaAs nevhagzna
!atl jogar.ak felaadliasara is. 
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TilI lIIJDAPEST SI IN July l-

USTNESS 

Hungarian franchises: A market ready to take off
 
By iohn P.Hayes 
Special to the Sun 

Hungary could develop into one of the honest 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, two of seven participating companies were 
close to finalizing deals. 

"Within the next three to five years, Hungary will 
blossom with dozens of new franchise concepts, most 

aof them American," predicted Philip Zeidman, 
Washington D.C. Iranchise attorney who has estab
lished a practice in Budapest. "And there is an equal 
number of home-grown Hungarian franchise compa
nies developing, inspired largely by American con
cepts." 

Zeidman said lie sought to introduce Hungarian 
investors to a vat tety of franchising concepts, includ
ing fast-food (Arby's), and service businesses (Rain
bow International Carpet Cleaning & Dyeing, Deco

rating Den, Futurekids, Ziebart Tidy Car, The Barbers, 
and Speedy Muffler King). 

Only about one-fifth of the approximately 2,500 
U.S. franchise companies operate internationally. A 
handful of U.S. chains, notably McDonald's, Burger 
King, Kentucky Fried Chicken and Pizza lut, are 
already in Hungary. 

American franchisers normally sell development 
rights in a given country to a master licensee who is 
then responsible for marketing, selling and supporting 
franchises in a given country or territory. 

The franchiser transfers 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 ongoing 
royalties collected froi franchisees. 

Master license fianchise fees for Hungary will range 
front $65,000 for service companies to $150,000 and 
more for food concepts. 

Zeidman, who organized the event with financial 
assistance from the US. government, said the meeting 
genet ated enorous interest 

Dozens of would-be Hungarian participants were 
turned away, Zeidman said. 

Representatives of the various companies declared 
themselves pleased with the quality of the prospects, 
and two said they expect to sign contracts before sum
ter's end. 

Kay Ainsley, representing the uto-detailing com
pany Ziebart International, is set to conclude adeal 
witli a Hungarian investor by mid-July. Mike Min
hane of Futurekids, which provides computer educa
tion for children, met twice with "a serious prospect" 
in Budapest and anticipates an agreement within 
months. 

However, some said lining tip Iranchisees with sul
licient investment capital may be aproblem 

Larry Gustafson, representing Arby's, said the com
paty believes there is"definitely a market in iingary 
for us." 

But first the company must find amaster licensee 
"Many of the people I tmet could become franchisees 

of Arby's, but not masters," Gustalson said "Our 
financial requirements are helty " 



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 Deloitteat 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 American 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
 



Letters From U.S. Franchisors
 

Received Following June 21 Meeting
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27 June 1993 

Mr. Phil Zeidman
 
Brownstein, Zeidman And Lore
 
Suite 900
 
1401 New York Ave. NW
 
Washington, D.C. 20005-2102
 

Dear Phil,
 

On at least two levels I thought the matchmaking opportunity that 
you arranged in Budapest for U.S. franchisors and prospective 
Hungarian licensees was a huge success. 

I participated in the event as a representative for Rainbow 
International, one of my clients. Rowever, I also participated in
 
the event as a publicist with a great deal of interest in 
franchising. 

Through the various meetings that you arranged, I was able to 
introduce Rainbow to five qualified prospects who expressed 
interest in acquiring the master license. The meetings were 
excellent! Already one prospect has written to me for additional 
information. I expect at leant 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 news releases from 
us as they pertain to their market.
 

So thank you for arranging this matchmaking opportunity. You 
should feel very proud of what you accomplished. I talked to 
several of the franchise company representatives who participated 
and they all remarked about the high quality of the meetings. 
We're all hopeful about signing some agreements, or at least 
getting a return invitation to try it again in Budapest! 

S erely and best wishes, 

H S S , C . 

P. 
 aPh.D. 
aident
 

Marketing . Advertising * Public Relations* Franchise Development 

426 PennsylvaniaAvenue, Suite 3.FortWashington, Pennsylvania 19034 

215-540-0120 * FAX 215-540-9442 



Amcrikai franchise-rendszerek
 
magyar befektct6knek
 

Mankauirsunkedl 

A j Lius 21 in, Budapesten 
"Oelli Ichel6sigek es Iefekie
16k talilkoa" citurel ualan
d6 lcudezvdtiyent hemutsaijdk a 
polenciAlis magyarorszigi gtve 
v6knck at ametikai ftanchise
rendszereket IlIArom killonbd
z6 iizfeti szolgAllals tievhasz
nilanti jogt ajinljik fel. A zen
dei.vdnyt a budapesti szdkhelyii 
EastFEuoejLaw Ltd igyvidi 
irodatmanogalisival taztjdkrneg. 
A talhlkoz6n rcszt vev6, fran
chise-rndserben nUkd6 hi 

rom szolgillato villalat a Rain
bow lntei national, amely elsdd
legesen sitiyeg- &skirpittiszti 
tissal 6s festdssel, a Mr Rooter, 
amely vizvezetek- 6s cs&zee
16sscl, valaiint esatomaitisatilns
sal, illetve aWorldwide Rntinis
hing, amely poreein- es egydb, 
ahiftulasbat talitlhat6zominc
felilletek fel6jfIlAsval fogilko-
Aik. Mindhroan villulat tngja a 
vilig20orszigiban kdzel 2000 
flancilise-egysigget rendelkez6 
The Dwyer csojportink 
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A franchise hoditani fog? 
A magyaroknak
 
tetszik a nyugati
 

forma
 
Egydrdtelnen hasz::osaak 

es eredminyesnek neveziek 
!Argyalisaik credm4nyers ma
gyar polencidlis parnereikkel 
azok 2z amerikat cdgek. ume
lyck franchise-szerzddds alap
jAn szerinek uzicts gyakorla
tukat is arculaukac Mag)ar
orszdgon CherjeszLen. 

A minap osszesen h 
amerikai vilialkoz6 hdrom 
[al; madgyarlvlialkozds kp
vtse!oive! Ipli k3pc;olatba 
c2y, az amertkat :cgdvlhiva-
Eai, az USAID allal kczdcme
nyezcit p:olckt keretcbcn. A 
szervezesi a franchise-rend
szei magyarorszii eiterJesz
rcadn, annak sierzddsogi 
k&d6sciben lanacsot ad5 nem
tetxbts dgyvedl vilialkoeis. 
az Easi Europe Law (EEL) 
vdilalia magdra. egy igyan. 
csak a franchise lerdn jelentds 
szerepet beloit6 magyar villa
1ai, a Zarex Kft. segfasigvel. 
A rendezvdny zdrikord volt. 
rtstleteket a i6rgyalasokr6l 
nem iivtrograttak K. 

Az ameerkatak a szolgilca
tdsi ds termeldszekior szdmos 
zcruletid kepviseik a haj-, 
illerve gtdpkocsilpolistol a 
gyorsilkezeisig, mely ut6b
bi szolgillatisban a francnise 
- cls6sorban a McDonald's 
jdvoltibol - egyre nagyobo 
icrct nyer idehaza is. At EEL 

illetikese szer:r: 5rvcnderes 
Volt. hogy a jceni1s amenkai 
cdge.<kel magyar magaacegek 
is keresidk most a kaocsolat
felvetelt. egyengctck j6v6
beli uzieti kapesolaaikar. Re. 
mtny van arra. hogy -ijabb 
arnerikai drinkesusi rendsze
rek vernek gyokeret magyar 
villalkozsok keretben ide
na1a. 

Az USAID-nak a fcznchisc 
elcerjeddsdc segit6 projekrje 
!ezdiulti de a francbise tovib
bi tirhddfisit Cgf6 Akci6k 
nem maradnsak ci A mostani 
egyfnapoS rendezveny ztii 
jeleni6s magyar &Cckl6dds 
alapjin - hatvan ceg61 vd
laszoiidk ki ei6szcedKcidvdl 
as drdemi cdrgyaldsokra enge
dett 35-ot - virhao. bogy a 
klfoldi 6s a magyar cdgek 
kootoi rnaszcr-franchiase Szer
z6dsek nellett, azok credm
nyekent szAmos Ogynevezett 
alfranchse-aivev6 kapesolo
dik ezekhez a gazoavillalaiok
hoz. 6s a: egis: or:dgban 
egysiges waitcr. es srinvo
'nobi kereskedelmi. termcid 
kisvdilalkozisok ictennek 
meg. A mostani bucapesu 
amerikai-magyar franchise
calAlkozin a resLivevok mint
egy 30 sztzalika vidtki viro
sokb6i drkezct. 

(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
 
quality 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,
 
4 

Kay M. Ainsley
 
Director
 
International Market Development
 

KMA/dmh
 

Ziebart International Corporation 
Executive Offices P 0. Box 1290 - Troy, Michigan 48007-1290 USA *Phone (313) 588-4100 - Fax (313) 588 -0718 

Plant & Warehouse Phone (313) 937-0710 * Fax (313) 937-1470 



COST CUTTERS! 
(FAMILY HAIR CARE ) ntr a Salons 

Hurstylingfor Men & Women. Inc. 
I nte rn at io nalI 

Joseph Francis, Sr. 
Chairman of the Board 

July 15, 1993 

Mr. Philip Zeidman 
BROWNSTEIN, ZEEDMAN 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 you what 
a pleasure it was to be included. 

I was most impressed with how you had organized the meeting. The facilities were 
excellent and the format for selling a franchise was the best I have ever experienced 
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 a3-d 
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 to 
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*2821
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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: 

I want to thank you again for the invitation to participate in the International 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, I 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 I can not think of a better way to get to know both the 
people and country. 

I will keep you updated on the status of Hungary as we move forward. Ifat all possible we are 
going to have a agreement executed by year end. 

Sincerely, 

Larry D.Gustafson 

LDG:j 

6917 COLLINS AVENUE P 0. BOX 414177 MIAMI BEACH FL 33141
 
305-866-1904
 



Decoraing
 
Making the Wond Beaunful Througn interior Ds c-

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.I.D. - EastEurope Law 
meeting in Budapest. 

The candidates appeared to be very well qualified and reflected your efforts. I admit that at first 
I had only moderate expectations for this meeting. I 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 will take every opportunity to recommend you and your 
excellent service. 

Very Truly Yours, 

Neal O'Shea 
Vice-President, 
Worldwide Licensing 

drg 

7910 Woodmont Avenue * Bethesda. Maryland 20814-3058 
(301) 652-6393 *FAX (301) 652-9017 
5Jc-, ancrse rncepenceny owrea and operated 



Press Coverage Following June 21 Meeting 



American franchise systems for Hungarian investors 

from our correspondent 

American franchise systems will be in
troduced to prospective Hungaran fran
chisees at a meeting called 'Business and 
Investment Match' held in Budapest on 
June 21. The franchise rights of three dif
ferent 5ervice businesses will be offered. 
The meeting will be held under the aus
pices of EastEuropeLaw, Ltd., a 
Budapest-based law firm. The three fran
chisors attending the meeting include 

Rainbow International. a carpet dying and 
cleaning company, Mr. Rooter, a firm of
feriag plumbing and drain cleaning ser
vices, and Worldwide Refinishing, a 
company that refinishes porcelain and 
other household surfaces. All three com
panies are members of The Dwyer Group 
which operates close to 2,000 franchise 
units in 20 countries of the world 

Vildggardasdg,61993 

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
solutely useful and. successful, 

In the framework of a project initiated 
by the U.S. Agency for International 
Development, a total of seven American 
entreprencurs 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 
work was undertaken by EastEuropeLaw 
(EEL), an international law firm engaged 
in the distribution of franchise systems in 
Hungary and in legal advising. The meet
ing was exclusive, details of the talks have 
not been released. 
The Americans represented a number of 
areas of the service and production sector, 
ranging fom hair- and automobile care to 
fast food services which, thanks to 
McDonald's above all, is also gaining a 
ground in Hungary. EEL's representative 

1
 

- O 

held it fortunate that also Hungarian pn
vate companies, sought contacts and 
paved way for relationships with the sig
nificant American businesses.
 
There is a hope that, through Hungarian
 
undertakings, additional American -mar
keting systems will take root in Hungary.
 

Aithough the U-S- AID project sup
porting the expansion of franchising has 
ended for the moment, further actions 
promoting franchite 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 to 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 
trading and service businesses of uniform 
image and quality in the whole country.
30% of the participants of the American-
Hungarian franchise meeting in Budapest 
cane from citics of the countryside. 

MagyarNemx4 7/1,93 
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SUCCESSS Y STEM FEE
 

FRANCHISING is essentially a trade of licences: an agreement between two compa
nlies within which one of the companies (the franchisor) grants the other (the fran
chisee) rights to conduct certain businesses in accord to the franchisor's business pol
icy, practice, concepts and products introduced by the franchisor. 

The franchisor provides the franchisee with a business package that guiranrees the 
success of the franchise on the long term. The package contains the complete know
how, including business-specific directives and marketing concepts.

Franchising significantly aids the creation of jobs. Franchises are often operated by
failies. 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. In 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
chisorwhen 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 franchisees remain independent entrepreneurs, they
only pay for the use of the successful system. Instead of the original 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 BAbolna-McDonatd's joint-venture
(although not even McDonald's operated as a franchise business in the beginning).

To dare, many discovered the possibilities of franchising: there are about 1,700
Hungarian businessmen with interests in the close to 150 franchised undertakings. 

Griff6/11 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 delegation of such level visited 
duced to Hungarian us, planning to meet with 1-lungerian investors in
investors on June 21 terested in products, services and franchise tech
in a 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 
ness services will be the help of this meeting organized by
offered (to interested EastEuropelaw. Ltd. 
investors). 

Mlai Nap 6121/93
Ndpszabaddg6tl8/93 
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Franchise meeting in Budapest 

The largest-so-far delegation of 
American franchise experts attend aone
day business meeting with potential 
Hungarian franchisees in Budapest today. 
The American interest in our country is 
not an accident: there are over 150 fran
chise systems operating in Hungary, half 
of which were developed locally. 

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, Ltd., a 
Budapest-based law firm specializing in 

international 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 
include Ziebart Tidy Car, a network of 
franchised businesses offering car acces
sores and protection services, the Midas 
International Corporation car repairing 
network, Rainbow International, a carpet 
cleaning business, Big Boy Restaurant 
Systems, Arby's, specializing in beef
steaks, and the City Looks by the Barbers 
network. 

MagyarHirlap6/21/93 

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 potential 
franchisees interested in American prod
ucts, services and franchising concepts. 
The American franchise delegation is 
claimed by the organizers to be the largest 
one ever visitng 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 International Develop
ment (USAID) and EastEuropeLaw, LuL, 
a Budapest-based law firnrspecializing in 
international 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 results also in 
Hungary. 

Previous meetings, co-sponsored by 
banks and other organizations have 
sought to identify potential franchisees in 
Hungary. A number have already been 
identified: but, subject to limitation of 
time, this meeting will provide an addi
tional possibility to interested companies 
to meet in person with important 
American franchisors. The American 
businessmen attending the meeting repre
sent prestigious companies of solid capi
tal. These include car dealers, a car repair 
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 decorating service. 

Pesd Hfrap6/22,93 
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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 seven 
participants, will introduce to potential 
Hungarian investors Ziebart 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 sector: Big Boy Restaurants 
Systems, and Arby's, the fast food 
network specializing in sandwiches. 
Future Kids' system is based on 
computer education; the 'City Looks 
by the Barbers' name depicts hair 
saloons aid the marketing concept to 
operate them. Representatives of 
Decorating Den, the first franchised 
interieur and office decoraung service, 
will also come to Budapest. 

Vildgggazdasdg6/18/93 

4. 

AOQ 0076,)A '-n" T OWfl 'Ic 07 P" I!'



Franehise-delegici6 
a tengerentllrol 

Az amerikai franchise-rend
szerek k6pvisel6inek eddigi 
legnagyobb esoportia litogara 
napokban Budapestre. A het
f6re tervezett zartk6ai jizleti 
talalkoz6n potenciilis hazai be
fektet6k el6tt bemutatkozik ai 
gepjirmdtartozekok kereske
delmivel foglalkoz6 Ziebart 
Tidy Car, a helyszini sz6nyeg 
6s kirpittisztitisban 6rdekelt 
Rainbow International 6s a 
Speedy Car-X Inc. aut6javit6 
szervizhal6zat. 

A vendeglit6iparb6l ketten 
vannak: aBig Boy-Restaurants 
Systems, illetvea gyorskiszol
gilisra specializilciatt Arby's 
szendvicshil6zat. A szamf:6
gepes oktatisra epul a Future 
Kids rendszer, mig a City 
Looks by the Barbers nev haj
szalont es az ennek mik6dte
tes6hez sziks6ges marketing
rentdszert foglal magiba. Bu
dapestre j6nnek a vilig els6 
franchise-rendszerben miko
d6 lakisbels6-.6s irodadekora-
cios szolgailtatisra l6trejottDe
corating Den ceg kepviseldi is. 

S.Gy, 

ACTIVITY REPORT
 

TRANSMISSION 0I 

TRANgjACTION-# 21737 
CNION TEL 1133310 

CONNECTION ID 03 
START TIME 074le5 13;01
USAGE TIME 0 
PAGES A 
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A LEGNAGYOBB BEFEKTETOK AJANLATAl 

Uj franchise-program
 
Ainenkai - franchise-rend
sterek .ktpisel6nek eddig 
legnagyobb csoportja erke
zett Budapestre, hogy talil
kozzon az amerikai termkek, 
szolgiltatAsok 6s franchise
megolddsok irAnt 6tdekl6 
mag-varorszAgi befektecdkkel 
es potenciAlis Agvev6kkel. A 
szervez6k szerinr ez a legna
gyobb anterikai franchise-de
legAc16, anely valaha is Kb
z6p-Eur6paba ltogatot. 

Az egynapos Uzlet tallko
zt kiernelked6 eaenvye a 
.Franchise Kbz6p- 6s Kelet-
Europdban* Magyarorszag" 
nevi projektnek, amelyet az 
Egyesulr Allamok Nemzecko
zi Fej1esztesfnek Hivacala 
(USAID) 6s a budapesti szk
hely5. nermzetkbzi franchise
ra specializil6dott (igyv6di 
iroda, az East Europe Low 
Ltd. kilenc h6nappal ezel61t 
indicott Qtjira. A projekt c61
ja, hogy a franchise- m6dszert 
bemurassAk az 6rdekl6ddk
nek, amely egy6bkdnt a vilig 

szAmos risz6n kJimelked6 st
kerrel xndkaaik. s v6rhat6an 
hasonl6 eredmirnvekkelhasz
nosfthat6 MagyarorszAgon is-

A koribbi bankok 6s egyeb 
stervezetek Altal is tArnogatotr 
ualilkoz6k mir megkis~rettdk 
felmrni fs stimba venni a 
notencWhs franchise-Avev6k 
kar6t Magyarorszdgon. Tobb 
vglalkoztst mir kivAlaszro:
tak, ez a mostani taliko26 
azonban a rendelkezdsre &I06 
id6n beill 4jabb lehetis6gec 
bitosit az rdeki6d6knek, 
hogy szemdyesen ibmerked
hessenek meg jeienr6s amen
kat franchise-Atad6kkal. A ha
zinkba :-kezett amerikai tit
ler.emberekj6 nevtI, nagv t6
keer6vel rendelkez6 cegeket 
k6pvselnek. Ezek kbzbtt sze
repel g6pjirmdkeresked6, 
gpjArmdjavft6-hal6zat, ru
ha-, bdtor-, kArpit- 6s sz6
nyegtiszcfc6-azlethAl6zat, ku
inleges &teremhil6zat, szAr 
mitAstechnikai ceg, fodrisz 
tizlec-hAl6zaE 6s lakasbels6-, il 
lerve irodadekorici6s sZOlgail 
rat6 c6g egyarint. 

m 
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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 
Deliverables. 



Franchising and Privatization: Three Models 



Although the manufacturing company would probably be purchased by
 

one group of investors, the distribution channels would be broken
 

up into a network of independent businesses, thereby creating an
 

entrepreneurial opportunity for a large number of people-


Exaple: A state-owned company manufactures electric fans, 

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 also purchase the 

rights to manage
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III.B Privatization and Franchising: 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 outlets which sell 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 outlets, 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
 

transferred 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 also operates,
 

the franchise. Managers or employees of the current distribution
 

channels could be offered the opportunity to acquire franchises.
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In this scenario, the manufacturing company itself is 

transferred 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 also 

operates, the franchise. Managers or employees of the currant 

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 into a network of 

independent businesses, thereby creating an entrepreneurial 

opportunity 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 agents or sales representatives. The manufacturing 

facilities are sold to private investors, who also purchase the 

rights to manage and operate the distribution system. The 

investors establish an affiliated company for the purpose 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 

franchimor would grant licenses to franchisees to establish 

independent businesses to sell the electric fans and to service 

them during the warranty period (and possibly thereafter as 

well). The franchises may be acquired by current managers or 

- 2 



employees of the state-owned enterprise, if that enterprise 

controlled the distribution channels, or by the current agents
 

or sales representatives. Each franchisee would be allocated
 

an exclusive territory in which the franchisee 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 sales of 

the electric fans. 

B. Hotel Chain 

Assume a group of state-owned hotels, which hotels are 

managed by state employees. Some 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 

economic considerations, each hotel provides a different 

quality level of service. 

A restructuring 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 

franchise company could be owned and operated by a foreign 

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 state, 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 franchiser) may elect to 

enter into a franchise relationship with a Western franchisor 

in the hotel business to convert the hotels to the use of such 

franchiser's business concept and trade name. Alternatively, 

the franchiser can itself set standards of operation for the 

hotels, and require each hotel to adapt its business and 

operations to the common denominator selected by the 

franchiser, 

The typical financial arrangements under a franchise 

system of this type would be for the franchisee to.pay ongoing 

royalties to the franchiser, in exchange for the right to use 

the franchiser's trade name and business concepts, as well as 

for ongoing assistance and advice in the operation of the 

hotel. The franchiser 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 

leave each hotel as an independently owned and operated 

business, yet would result in numerous advantages that 
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franchising offers, including a large degree of entrepreneurial 

autonomy and the creation of a proven concept with widespread 

recognition. 

C. Retail and/or Service Stores 

Under the so-called "small-scale" privatization of 

retail and/or service stores, these independent and unrelated 

entities are being privatised by sale to private owners. Many 

of these newly-independent businesses may eventually fail, due 

to lack of a support system, lack of concerted buying power and 

inaffective advertising. These symptoms may be 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 operate 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 selected by the franchisor, 

Under a franchise system, each store would remain 

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 a privately-owned entity. Under the roof of a franchise 

system, the stores will benefit from name recognition, 

advertising and promotion campaigns financed by joint 

- 5 



contribution of all the stores operating under the system, and 

a buying power represented by the combined volume of the 

stores. In addition, the franchisor should provide ongoing 

assistance concerning operations. quality control, and possibly 

coordinate the servicing of national accounts. The franchisor 

could be an existing operation (Western or local) which would 

require the stores to convert to such franchisor's existing 

business concept and trade name, or a franchise company created 

solely for this purpose. 

Examle Many small-scale privatisations involve the 

sale of grocery or convenience stores to private individuals. 

The organization of a group of such stores within a franchise 

system may accomplish the benefits described above. Each store 

will be required to conform its signage and decor to that which 

will characterise the franchise system. Each store will 

operate pursuant to the business concepts developed by the 

franchisor, and under the same trade name. Typically, the 

store will pay royalties to the franchisor for the right to use 

the business concepts and the trade name. The store owners 

will benefit from regional or national advertising, enhanced 

purchasing power, and eventually name and quality recognition. 

The franchisor may be owned and operated by local investors, or 

perhaps by a foreign franchisor who would coordinate the 

conversion of the stores to its business concepts and possibly 

its trade name. 
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III.B Privatization and Pranchiaing: 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 outlets which sell 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 outlets, 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
 

transferred 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 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 broken
 

up into a network of independent businesses, thereby creating an
 

entrepreneurial opportunity for a large number of people.
 

Examole: A state-owned company manufactures electric fans, 

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 also purchase the 

rights to manage 
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In this scenario, the manufacturing company itself is 

transferred 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 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 into a network of
 

independent businesses, thereby creating an entrepreneurial
 

opportunity 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 agents or sales representatives. The manufacturing 

facilities are sold to private investors, who also purchase the 

rights to manage and operate the distribution system. The 

investors establish an affiliated company for the purpose 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 franchisees to establish 

independent businesses to sell the electric fans and to service 

them during the warranty period (and possibly thereafter as 

well). The franchises may be acquired by current managers or 
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employees of the state-owned enterprise, if that enterprise 

controlled the distribution channels, or by the current agents 

or sales representatives. A1ach franchisee would be allocated 

an exclusive territory in which the franchisee 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 sales of 

the electric fans. 

S. Hotl Chain 

Assume a group of state-owned hotels, which hotels are 

managed by state employees. Some 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 

economic considerations, each hotel provides a different 

quality level of service. 

A restructuring of this group of hotels can be
 

accomplished using the franchising method. The individual
 

hotels can be linked to oneanother horizontally, and
 

vertically to a franchise company formed for that purpose. The 

franchise company could be owned and operated by a foreign 

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 state, 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 franchiser) may elect to 

enter into a franchise relationship with a Western franchisor 

in the hotel business to convert the hotels to the use of such 

franchiser's business concept and trade name. Alternatively, 

the franchisor can itself set standards of operation for the 

hotels, and require each hotel to adapt its business and 

operations to the common denominator selected by the 

franchiser, 

The typical financial arrangements under a franchise 

system of this type would be for the franchisee to pay ongoing 

royalties to the franchisor, in exchange for the right to use 

the franchiser's trade name and business concepts, as well as 

for ongoing assistance and advice in the operation of the 

hotel. The franchiser may offer to manage the hotel on behalf 

of the franchisee, in which case a management fee would be paid 

to the franchiser. 

Privatizing a group of hotels in this fashion would 

leave each hotel as an independently owned and operated 

business, yet would result in numerous advantages that 
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franchising offers, including a large degree of entrepreneurial
 

autonomy and the creation of a proven concept with widespread
 

recognition.
 

C. Retail and/or Service Stores
 

Under the so-called "small-scale" privatization of 

retail and/or service stores, these independent and unrelated 

entities are being privatised by sale to private owners. Many 

of these newly-independent businesses may eventually fail, due 

to lack of a support system, lack of concerted buying power and 

inaffective advertising. These symptoms may be 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 operate 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 selected by the franchisor. 

Under a franchise system, each store would remain
 

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 a privately-owned entity. Under the roof of a franchise 

system, the stores will benefit from name recognition, 

advertising and promotion campaigns financed by joint 
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contribution of all the stores operating under the system, and
 

a buying power represented by the combined volume of the 

stores. In addition, the franchisor should provide ongoing
 

assistance concerning operations, quality control, and possibly
 

coordinate the servicing of national accounts. The franchisor
 

could be an existing operation (Western or local) which would
 

require the stores to convert to such franchisor's existing 

business concept and trade name, or a franchise company created 

solely for this purpose.
 

Examle: Many small-scale privatizations involve the 

sale of grocery or convenience stores to private individuals. 

The organization of a group of such stores within a 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 franchise system. Each store will 

operate pursuant to the business concepts developed by the 

franchisor, and under the same trade name. Typically, the 

store will pay royalties to the franchisor for the right to use 

the business concepts and the trade name. The store owners 

will benefit from regional or national advertising, enhanced 

purchasing power, and eventually name and quality recognition. 

The franchisor may be owned and operated by local investors, or 

perhaps by a foreign franchisor who would coordinate the 

conversion of the stores to its business concepts, and possibly 

its trade name. 
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