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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 BANKEast-West Business Center H-101 BudapestPf. 300/25 
V., Nador u. 16.Rakoczi ut. 1-3 HUNGARY 

1088 Budapest, HUNGARY 

Tele: 361-266-4979 
Tele: 361-269-1685Fax: 361-266-6360 
Fax: 361-132-0909 



Franchising: New Opportunities in a New Market 

9:00 a.m.
 

Introduction and Welcome
 

A. 	 Government of the United States 

1. 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 Idsz16
 
Fordan, Ltd.
 

B. The U.S. Franchisor Entering the Market 

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

C. The Hungarian Master Franchisee: 

Mr. Vindgh Endrdnd 
Fort Commercial Ltd.-Ceiling Doctor 

D. The Hungarian Small Businessman 

Representative, ECONOMIX 

E. The Privatizing Company: 

Dr. Saj6 J6.nos
 
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 Franchise 

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 havefinanced franchise operations in Hungary, or developed special programs for doing so. These will
include: 

" European Bank for Reconstruction and Development
* Hungarian-American Enternrise Fund 
* Export-Impon 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
 



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 
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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 Zeidnan 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 



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
 
I Can'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 



EASTEUROPELAw. Lrd.
 

Meetings with the
 

Hungarian State Property Agency, Budapest
 

January 27-28, 1993
 



EASTEUROPELAw. Ltd. 

In connection with the goals and objectives of this contract, 

EastEuropeLaw principal Philip F. Zeidman and Tamas Kovacs, EEL 

resident associate in Budapest, had three meetings with the State 

Property Agency in January 1993. The first was a small meeting with 

several directors. The second was a presentation to mid-level policy 

staff; the third, a presentation and questions-and-answers session with 

PRI-MAN, the advisors to state-owned enterprises in the process of 

being privatized. The attached is a topic list used at each of these 

meetings. 



THE STATE PROPERTY AGENCY
 
Budapest, Hungary
 

Meetings with EastEuropeLaw, Ltd.
 

January 27-28, 1993
 

"Franchisingand Privatization" 

For EastEuropeLaw:
 

Philip F. Zeidman
 
Founding Principal, Brownstein Zeidman and Lore*, Washington, D.C., USA
 
Founding Partner, EastEuropeLaw, Ltd., Budapest
 

What is Franchising
 

A Brief Overview: U.S. Franchising; Its International Expansion
 

Discussion: The Structure and Elements of Franchising; Its Development in Hungary
 

Franchising and Privatization
 

Priman: Problems: The Franchise Response
 

Some Transactional Problems Faced by Consultants to Privatizing Companies under the 
State Property Agency 

How Franchising Might Address Those Problems 

What Next?: 

The State Property Agency Committee on Franchising 

Program Sponsors 

EatEuropeLaw,Ltd. The U.S. Agency of International
East-West Business Center Development, under a grant to
Pf 300/25 EastEuropeLaw,Ltd.,
Rakoczi ut. 1-3 "Franchisingand Privatization: 
Hungary" 
1088 Budapest, HUNGARY 

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

AProfessoral Copourab 0 



EASTEUROPELAw. Ltd. 

Materials Translated and Distributed
 

at January Meetings
 



Az 

ORSZAGOS TAKARgKPgNZTAR 9S
 
KERESKEDELMI BANK Rt.
 

es az 

EatEuropeLaw, Ltd. 

tisztelettel mehfvja Ont -.ankszakemberek, a franchise viligban jhinas 6s azirdnt 6rdek1d6 jizletemberek, 	 6svalamint az 6rintett komrrinvhivatalok 
bnkorrmniyzatok rszre szcrvezett 

A FRANCHISE MAGYARORSZAGON 

cfmti konferenciara.
 
A konferencia ideje 1993. janu dr 
 26. 	 9.00 - 17.00 6riig 

helve 	 Nemzetkbi Kereskedelmi K6zpont (ITC 
Budapest V. Vici utca 19-21. 1.emelet 

Rdsz6tej chj 3000.- Ft 

A kufereuja m grcfidez6st az OTP Rt., a legnagvobb magyarorszdigikereskedelm bank timogatzisa, vaiamint Egvesi, it Aliamok NemzetkbjziFejleszt 	 az
ek Ilivataa ziftal megbfzout EastEuropeLaw, Ltd. kbzremGk6d6se tette

lehet6v6. 

A megvitatand6 trnakbrbk: * a franchise alapvet6 fogalmainak zittekintdse, 
a franchise finanszfrozasa,

* a franchise 6s a privatizci6, 
* a franchise napjainkban Magyarorsz~igon, 
* a franchise helyzete Kelet-Eur6paban. 

-----------------------------------------.------------

K6rjdik ezen jelentkez6si lapot a konferencidt szervez6 INTEXPO Kft. (1067Budapest, Csengery u. 48. tel./fax: 1216-830) rdszdre legks6bb 19 93. januir15-i. visszakUldeni szfveskedj&. 

Visszajelzs6t a bedrkezds sorrendj~ben regisztriljuk. Ttiljelentkezds esetdn akonferencia esetleges megism6tIds6nek id6pontjdir6l tSjkoztatjuk. 

Cdg: C ­d... ..... ... ... ... .. 
 ................. 
................... 
 ooo.. .o.oo. .... .
 

Ndv 6s beosztds. 
............................ 
.................
o..
 

Cfm : ............................................ 

...................
,,..... 
 oo .oo, ...
°. o......
 

Te l. 6s fa x : ......... ................. 
...... .....
......... 	 .....
......... ,, 
Tudomisul veszem, hogy a konferencidin val6 rdszvdteli sz,'ndkom jelzdse utina rdszvdteli dfj (3000.- Ft) dsszegt az INTEXPO 218-98299 510-071728-3 sz.szdnmjdra .tutalom 6saz itutalisr6l k6szftett mdsolatot faxon megktilddm. 

•.................................
 o..o 
alir's
 



A FRANCHISE MAGYARORSZAGON:
 

UJJ LEHET6S8GEK EGY iJJ PIACON
 

Rbvid dittekinte's
 

EastEuropeLaw, Ltd. 

East-West Business Center 

Pf. 300/25 

1088 Budapest, 

Rdk6czi 6t 1-3. 

Tel.: 266-4979 

Fax: 266-6360
 

Orszdi*gos Takardkpdnztir
 
6s Kereskedelmi Bank Rt.
 

1876 Budapest,
 
Nddor utca 16.
 

Tel.: 153-1444
 
Fax: 132-0909
 



East&EuropeLaw, 	 Ltd. 
OTP Rt. 

A FRANCHISE MAGYARORSZAGON: 

IiJ LEHETOSI GEK EGY U'J PIACON 

I. MEGNYITO 
A. 	 Az Amerikai Egyesult Allamok korminya kdpvisel6inek

megnyit6 beszdde 

1. 	 CharlesHl. Thomas H, 
az Egyesiilt ,lamok magyarorszfginagyk6vete 

2. 	 David Cowles, 
az Egyesil 4l/amok Nemzetk-zi Fejlesztdesek fvatala 
(4.1D.) magyarorszfgi igazgat6ja 

B. 	 Dr. Csepi Lajos, 
az ,4lami Vagyon gynoksdg igyvezet6 igazgat6ja 

C. 	 A szponzorok bernutatdsa 

I. 	 Az OTPRL kdpviseldje 

2. 	 Philip F. Zeidman, 
az EastEuropeLaw, Ltd. tirsalapft6ja 

FI.A FRANCHISE MODSZER A'ITEKINTtSE 

PhilipF. Zeidman 

A. 	 Alapfogalmak 

B. 	 A franchise gazdasigi jelent6sdge 

C. 	 Gyakorlati alkalmazisok 

Ill. A 	FRANCHISE MAGYARORSZAGON 

A. 	 A magyar franchise ditad6 

Forczek Ljszl6, tulajdonos,digyvezetd igazgat6,
FORDANKft. 

B. Az amerikai franchise m6dszer megjelendse a magyar piacon 

James H. Amos, e!nok, 
I Can t Believe It's Yogurt!
Nemzedajzi Osztdly
Dallas, Texas, U.S.A. 



East.EuropeLaw, Ltd. 
OTP Rt. 

C. A magyar "raster" franchise tvev6 

Vinigh Endr'n6, iigyvezet6 igazgatO, 

FORT Kereskedelmi Kft. - CeilingDoctor 

D. 	 A magyar kisvillalkoz6 

Az ECONOMIX kifp viselJje 

E. 	 A privatizici6s 6s franchise megoldisok a tanicsad6 cdgek
szempentjab61 

Dr.Saidj Janos, dgyvezet6 igazgat6,
Z4REX MagyarorszagKft. 

F. 	 A Magyar Franchise Szbvetsdg 

Dr.Kiss Istvdn, fdtitkdr 

IV. A 	FRANCHISE S A PRIVATIZACIO 

PhilipF. Zeidman 

A. 	 A franchise m6dszer alkalmazdisi lehet6sgei az Oami
vllalatok privatizci6jban 

B. 	 Franchise az IlUami szolgdltatdsok privatizici6jdban:
kiflbnleges lehet6s6gek az bnkormnnvzatok szmira 

V. A FRANCHISE FINANSZfROZASA 

A. 	 Hazai forrsok: kereskeelmi bankok ds egydb
 
magyarorszdgi forrisok
 

Dr.Turdn A ttla, igyvezetd igazgat6i 
OTPRt. 

B. 	 Kiilfbldi fon"isok: A hazai franchise finanszirozdsval f'oglalkoz6 
nemzetkbzi szervezetek. 

* Eur6pai Ojjdpit6si 6s Fejlesztdsi Bank 

* Magyar-Amerikai VilalkozAsi Alap 

* Amerikai Export-Import Bank 

* Egyesiilt Allamok Ne. vetkfzi Fejleszt6sek Hivatala 

VT. 	OSSZEFOGLALAS 

A franchise jbv6je Magyarorsgon 

Budapest, 1993. janudr 26. 



Az alkalrnazand6 m6dszcrek tdbbek kozbtt magukban foglaljdk 

- el6achisok tartisdt az amerikai 6s magyarorszdigi tahltkoz6kon, 

- konferencidk 6s munkacsoportok szervez~s&t Budapesten 6s mdis vdirosokban, 

- piaci inforrmici6k 6sszedllftdisat ds
 

- talalkozok szervez~s~t amnerikai 
 vdilalatok ds leend6 magyarorszdgi fran­
chise-ditvev6k kozott. 

"A franchise Kbz~p- 6s Kelet-Eur6pjiban: Nlagyarorszdg" ndvveI indul6 projektmegval6sftdjsdt az EastEuropel-aw, Ltd., Budapest kapta feladaiul. FeleI6s vezet6kdnt Phip F.Zeidman iir, az EasiiEuropel-aw, Ltd.. alapft6 igazgat6ja 6~s a Brownstein Zeidman and Lorewashingtoai figyvddi iroda tdrsalapitdja lett -megbizva. 

A Deloitte fouche International nemzetkijzi kdnyvvizsgal6 ds Uzieti taiuicsad6 cdg aKozdp­s Kelet-Europai A.I.D. programegyik fivi~ialkoz6ja. ADeloitte a franchise projekthez adminisztnjc66
hdtter~nek biztostdsdival irul hozzi.
 

David Cowles tir, az Amerikai Egyesdlt 
 Allamok budapesti nagykbvetsdgdnek A.I.D.kepvisel6je a kovetkezoket nyilatkozta a tervezetr61: "Megtiszteltetdsnek vesszdk, hogyesatlakozhaturjc a franchise tei-uletdn az cimillt 25 dvben vilgszcrtc tcvdkenykcd6 szakemberckjiczannak drdekdben, hogy segitsdget nyiijtsunc a Ieend6 vdllalkozdknak Kbiz~p- ds Kelet-Eurxdpaiujtirsadalmaiak egyik Iegigdretesebb orsz~igdban. Meg vagyunk gyi~z6dve arrdl, hogy a franchisekomoly el6nyiiket nytijthat Magyarorszjgnac 6s a tdrsdg tdbbi orszdigdnak privatizdci6s cdIjaikeIdrds~ben, a hefektetdsek eI6mozdftdsdban 6s a kisvallalkozdsok fejlesztdsdben." 

I1II23P17 



AMrR .AIIS BRIT CEGEK BUDAPESTI IRODAT TERVEZNEK 

(The Wall Street Journal, 1990 februir 9.) 

Kelet-eur6pai dizleti kapcsolataik fellenditdse 6rdek~ben hairom angol, illetve 
amerikai Ugyvddi iroda fogott 6ssze, hogy kbzos iroddit mtjk6dtessen Budapesten. 

A hirom cdg, a londoni Adlers, a washingtoni Brownstein Zeidman & Schomer, 
valamint a chicagoi Rudnick & Wolfe, bsszesen mintegy hdromszdz iigyvddet t6m6rft. 
Sz6 van arr6l, hogy - amennyiben ner Utkbzik a helyi el6frsokkal - egy kanadai 
Ugyv~di c6g is csatlakozik negyedikk6nt az East Europe Law ndven jegyzett 
kezdemdnvez6shez. 

Az East Europe Law iroda a magyar kereskedelmi miniszt~rium 
egytittmtdkijddsdvel 1tesil. Tanicsad6i tevdkenysdg~t a korminyszervek 6s a kilf61di 
villalatok szimira els6sorban a franchise 6s az elosztds-6rtdkesft6s t6makbreiben fejti 
majd ki. olyan terbleteken tehit, amelyeken Philip Zeidman. az iroddt alapft6 egyik 
amerikai iigyvdd szerint "Kelet-Eur6pdban mdg sok a tennival6". 



RANCHISE IGYLETEK MAGYARQRSZGON
 
Irta: Philip F. Zeidman, Michael Avner 6s Stephen P. Petri
 
(International Business Lawyer, 1992 okt6ber)
 

BEVEZETrS 

A nemzetkbzileg is terjeszkedni kfvdn6 franchise rendszergazdik sz~mdra Magyarorsz6g
ifij piacot jelent, amelyet a nyugati ter-m6kek 6s szolg iltatdisok irinti nbvekv6 kereslet
jellemez. Magyarorsz~ig vonz6 hely a franchising szempontjdb6l, nemcsak az6rt, mert
egyardnt kbzel fekszik az Eur6pai K6z6ss6g tagdllamaihoz 6s az egykori keleti blokk 
orszdgaihoz,6 hanem az6rt is, mert a magyarokban megvan a franchise-hoz 
n6lkdl6zhetetlen vdlalkoz6szellem. 

Az egykori keleti blokk orsz~igai k6zdil jelenleg Magyarorsz~ig a legvonz6bb akWlf6ldj beruhiz6k szimira. Err6l tanuskodik, hogy a kfilf6ldi beruiiizsok 6sszege 1989
6ta mir el~ri a k~t millidrd dollirt, s ez t6bb, mint amit birmelyik mis volt szocialista
orszzigban befektettek. Az alapvet6 kereskedelmi jogszabilyok megl6te, a politikai
stabilitis 6s a megdllapodott iizleti k6rnyezet - mind kulcsfontoss,4g6 t~nyez6k a kuilf6ldi 
befektetok megnyer6s6hez. 

MOKbD6 FRANCHISE VALLkLKOZASOK 

Szdimos franchise rendszergazda 6pftette mir ki vd11alkozis-it Magyarorszigon. Az Inter-
Continentalszillodaldnc franchise megillapodds keret6ben nyitotta meg Duna Inter­a 
ContinentalHotelt1972-ben. MAis szillodalincok is k6tttek franchise keret~ben licensz­szerz6d~seket helyi hotelekkel, igy p6lddul a Hyatt International (az Atrium Hyatt 
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szdilloda 1982-ben nyfilt meg) vagy a francia Accor szdllodai 6s vend~gldt6 c6gcsoport 

(No votel Budapest). 
Az elsdk koz6tt jelent meg a magyar piacon a McDonald's,amely egdsz Kelet-

Eur6pdra ki kivdinja hd]6zatdt terjeszkedni. A McDonald's mdr ndgy 6ttermet nyitott 
Magyaxorszaigon - hirmat Budapesten, egzyet pedig Gy6r6tt - 6s tovdbbi kilenc ldtesft~sdt 

kUvetkez6 6v cdgtervezi a kt sor.n. Az amerikai a bdbolnai mez6gazdasigi 
sz6vetkezettel alapftott 50-50 szdzal~kos tulajdonrdszesed~sd k6z6s vallalatot az 6ttermek 
muk6dtet6sre. Amint meghirdettdk a franchise lehet6s6g6t, szdzdval jelentkeztek a 
potenciilis partnerek. A McDonald's a k6zelmiltban 400 milli6 forint (5,3 milli6 S) 
6rtkben adott el rdszv~nveket, hogy plnzt teremtsen e16 magyarorszigi tevdkenys~gdnek 
b6vftdsdhez. Els6 izben fordult e16 a mlsodik vilghbori 6ta, hogy egy kilf6ldi cdg 
alapt6kdt emelt Magyarorszagon. 

A maoyar Fusion Investment Co. Ltd. nemrgiben nyitotta meg a vildg 
legnagyobb Burger King 6tterm6t Budapesten. A hdrom emeletes, 375 fr6helyes 
6tteremben naponta 15 ezer vend~g csillapfthatja az 6hsdgdt, mik6zben video klippek 6s 
gyermekprogramok nytijtanak szimukra kiil6nleges atmoszf6rit. A Fusion orszaigszerte 
tovibbi Burger King 6ttermeket szdndtkozik nyitni a kbvetkez6 6vekben. Mis 6ttermi 
hii6zatok is itt vannak mar vagy kiisz6b6n ill megjelendstik, kiztiik a Pizza Hut, a 
Baskin-Robbinses a Dunkin-Donuts.A DairyQueen is megnyitotta mir els6 tizletdt. 

A Alicroage nemzetkbzi sz~imft istechnikai 6s szoftverforgalmaz6 c~g kizir6lagos 
magyarorszigi franchise-joggal ruhdzta fel a Duna-Elektronikamagyar-amerikai k6zbs 
villalatot. A franchise-szerz6dds 6rtelm6ben a Duna Elektronika mintegy 20 MicroAge 
dzletet muk6dtet majd szerte az orszdgban. A Hungarian-AmericanEnterpriseFurd500 
ezer dolliros r6szeseddst v-sarolt a Duna Elektronikdban. 

Az AlphaGraphics Inc. egy amerikai gyors-sokszorosft6 rendszer tulajdonosa, 
amelynek az Egyesdlt Allamokon kivU1. mintegy 50 iiete muk6dik franchise
 
szerz6d~sek keretdben (kziilik kett6 a volt 
 Szovjettini6 teriilet~n). A magyar 
Consultrade villalattal kbtend6 franchise szerz6d6s elo-k6szft6se v~gs6 stidiumdban tart. 
Ennek szellemdben a Consultrade egdsz Magyarorszigra kiterjed6 franchise-joghoz jut. 
Az Egyestih Allamok nemzetkbzi fejlesztdsi iigyn6ks6ge (USAID) nemrdgiben jelentette 
be, hogy a gazdasdgi ditalakulist szolgdl6 franchise vidlalkozAsok szdmira kfndlt ij 
hitelbiztosftdisi programj.inak els6 haszondlvez6je az AlphaGraphics, amely a program 
keret6ben 8 milli6 dolliros hitelbiztosftisi kedvezm6nyt kapott. 

A k6zismert nyugati franchise- dtad6kon kivtil a hazai rendszergazddk is 
megjelentek a magyar piacon. Egy helyi gyorsdtkeztet6 hdl6zat, a City Grill pdldiul 
folyamatosan b6vfti franchise-hil6zatt helyi vllalkoz6kkal. Az Intellrobotnevt- magyar 
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mag.nclgn~l, amely Tajvanb6l importdl komputereket 6s elektronikai cikkeket, mdir tdbb 
mint 300, foleg magn-kiskeresked6 jelentkezett potencidlis franchise-d.tvevo-6nt. 

A magyar kormdny sem kbz6mbbs a franchise UzIetforma lirnt: a privatizici6s 
folyamatban 6s egyes illami vdllalatok szerkezetitalakitisban itjik alkalmazhat6nak. 
Az .llami Vagyontigyn6ksg a Danubius 6s Pannonia szdIllodal~incok privatizici6s 
tenderanyagaiban utal arra, hogy a leend6 vevok a franchising m6dszer&t is 
alkalmazhatjAk e c6gek dtalakit.sa sorin. 

A kdl- 6s belfbldi izletemberek, s a korminyszervek rszr6I a frinchise 
izletforma irint megnyilv%,nul6 6rdekl6d~s f ny~ben nem haszontalan, ha szemiogyre 

vesszUk a magyarorszzgi franchise te%'6kenys6g jogi vonatkozisait. Mindeddig kev~s 
olyan inform.ici6 dllt rendelkez~sre, amely kimondottan a franchise-d.tad6k 
magyarorszigi jogi helyzetvel foglalkozott voina. E cikk ezt a hidinyt igyekszik p6tolni. 

A FR-ANCHISE JOGI SZAB,-LYOZ.SA 

Napjainkig nem szdiletett Magyarorszdgon kizdr6lag a franchise izletigra vonatkoz6 jogi 
szab~ilyozs, s nem is k6szdil ilyen. Magyarorszigon, inik6pp a legtbbb orszgban, a 
franchise jogi krnvezet&t ner a kizlr6lagosan a franchise-ra vonatkoz6 jogszabilyok -
amelyekre zItalziban nincs is szoks~g -, hanem a kereskedelmi jognak az adott franchise 
megillapodIsra vonatkoztathat6 paragrafusai 6s rendelkezsei alkotjik. 

KORNL- NYZATI JOVA-IGYAS ES LAJSTROMOZAS 

Nincs sztiks~g korminyzati j6vdhagygsra ahhoz, hogy egy franchise-megillapodis 
6rv6nybe lpjen, mint ahogy a magyar jogszab.lyok ner frak e16 kormdinyzati 
j6vhagy.st a franchise-megdllapoddsok v~grehajt.is.hoz sem. Az a franchise-.tvev6 
azonban, aki egy kiilf6ldi franchise-rendszerhez csatlakozik, a ktilkereskedelemr6l sz616 
tbrvlny rendelkez~sei 6rtelmiben k6teles lajstromoztatni mag.t a Magyar Nemzeti 
Bankn1, k6teles tovdbbi meghatdrozott idok6z6nk6nt tdj~koztatdst adni az MNB-nek, 
valamint a kfilf 5ldi franchise-Atad6 sz.mdira az dtutalisokat eszk6zl6 (sz.mlavezet6) 

kereskedelmi banknak. 
A franchise igyleteknl d1taldban tovdbbi eseti lajstromozisokra, 

enged~lyez~sekre 6s j6vdhagydsokra is sziks6g lehet, k6zttik terifleti, eg~szs6gagyi, 
muk6dsi enged6Iyekre 6s hasonl6kra. 
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KoZoS VALLALATOK (JOINT V'ENTURE) 

A Magyvrorszdgra telepul65 nvugati franchise-itad6k mindeddig azt a megoldist
vdlasztottik, hogy vdlla-koz~sukat egy helv'i partnerrel kbzbs vdilalat - joint venture ­
formdjdban mulk6dcetik. A kiilfdldi beruhdzdsokr61 1988-ban alkotott tdrv6nv m6dosiuisa 
nyomdn m6.rx nincs sziiks6g kormdinvzati j*6v~hag-ydisfa a kozos vdi11alatok, vagy akdr 100D 
szizal~kos kiilfbldi tulajdoni] v~llalatok alapftdiszhoz. Ugyanakko r valamennyi vdIlalat, 
az ugyancsak 1988-ban sziiletett tirsasdgi t6rv~nv rendelkez~seinek hatd1va alatt k6teles 

u-~kbdni, amely szerint a tdrsasd-i a1apitdsir6I az aiapftdst6I szdimftott 30 napon belUl a 
CUgbfr6sdagot 6rtesiteni kell, 6s a tdrsas~g meghatdi-ozott adatait, valamint a taiisasatlj
szerz6d~st be kell jegyeztetni. J6 tudni, hogy a c~gbir6s~gi bejegyz~s - a bfr6s igok 
t6 lterheits~ge miatt - j6n~hdinv h6napig eltarthat, 6s hogy a c~gbir6sdg esetenk~nt
meg~kfvdinhatja a bejegyz~s m6dosfisdit azon az alapon, ho-yabjgzs ~ee 
bizonyos formal kbvctelm6nveknek nem felelt meg. 

DEVIZASZ.ABALYOK tS PROFIT-REPATRL LAS 

Ahhoz, hogy egy franchise - itvev 6 konvertibilis valutdban eszk6zb51hes~en dtutahisokat a 
kiilfbldi rendszergazddinak, a kWkereskedelmi t6rv~ny 6rtelm~ben vMifalkozis~it
 
regisztrdltatnia kell a Magyar Nemzeti Bankrnil. A 
 t6rv~ny 6&telm~ben csak az ilvm6don
 
bejegyzett c6gek jogosultak - deviza tranzakci6kat is magukba foglal6 
- kiilkereskedelmi
 
tev~kenvs~get folytatni. A regisztrdci6 egy 
 viszonylag egyszerii eljdrds. Ugyancsak a
 
Magyar Nemzcti Bank 
 enged~1ye sziiks~ges azokhoz a szerz~d~sekhez, amelyekne1 a
 
magyar partnernek konvertibilis valutdban kell a kiilfbldj 
 rendszergazda szamara
 
licenszclfjat fizetnie. 
 Ilyen esetben a szdirnlavezet6 kereskedelmi bank a Magyar Nemzeti 
Bank enged~1ye alapJdn eszkiizbl dtutalisokat. 

A hivatalos valuta- 6s devizadi-folyamok kordbban a fekete piaci zirfolyamok alia 
fe!6t tett~k ki. A magyar fizet6eszkbzt, a forintot azonban a kormziny fokozatosan 
le~rt6kelte, s igy mira a hivatalos 6s fekete piaci ifolyamn kbz6tti kfilbnbs~g 
elhanyagolhat6. A legfi-issebb sajt6jelent~sek szerint a a magyar korrn~ny a kilencvenes 
6vek k6zep~re mneg kivdnja teremteni a forint teijes konvertibilitisdit. 

A kiilfbld; befektet~sekr61 alkotott tbrv~nv lehet6vp' teszi a profit teijes
repatriihis~t. A tbrv6ny 32. cikkelye szerint a kiilf6ldi partner to-kehdnyachinak arnian 
deviziban repatridlhat6 a nyeres6- akkor is, ha a bevtel egy~bk~nt forintban keletkezett. 
Mi tbbb, a kiilfbldi 6rdekelts~g eladdsdib6l szdrmaz6 j6vedelmet, valamint a felszimoldij 
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elj~inis sordin a kiilf~idit megillet6 c6ssze-et is lehets~ges kdlfbldj filzet6eszk zben 
repatri~ini. 

A SZELLENII TT.AJDON VEDELME 

(A) djeg~yek 
A vldjegy'ekr6l Magyarorszdgon 1969/9 sZ. t6rv6ny 6S az 1970/2az sz. tWrv~nyerejti
rendelet rendelkezik. A tdrNv6ny hat~ya egyar~int kiterjed Sxukra 6s szolg~Itats-,,&xa.
t6rv~ny 6 rtelme'ben a bejegyzett v~djegy nern 

A 
csup~in szavak-b61 6s Librikb61 iIlhat, hanem

szfnek 6sszet~tel16b6I, kit- v'agy hdromdimenzios targyakb6l, hang- vagy k~pi jelekb6l is.Egy v~djegy nern jegyezhet6 be, amennyiben megt~veszt6. jogellenes, ellent~tes a
tzirsadalom bevett erkdlcsi szab~ilyaiva I, hax-madlk f61 szem~lVis6gi j ogait s6rti, azonos,
netdn a megt6vesz tc~sg hasonl6 egy harmadik f51 5ltal bejegyzett, Nfagyarorsz~gon iskbzismert v~djeggye. .A vdje-yek bejegyz~si k6relrreit az Orsz~gos Takimdny iHxvatalhoz kell bervcijtani a szokdisos dgyv~di meghatalmazis kis6reteben. Ha nincssemmilyen kizdr6 ok, a ivatal k6rdlbeldl egy 6ven belill el\,6gzi a bejegyz6st, mely
r~nyt ezut~n hivatalosan is kbzz~teszik a Szabadalmi 6s Vedjegy K6zlbny benl. Azelutasft6 ddnt6se"el szemben a 30 napon belfil fellebbezni lehet a budapesti F6'vdrosi
Bir6sdign ~i, majd - v~gs6 esetben - a Legfelsdbb Bir6s~gndiI. A bejegyz~s 10 6vi hatd1Iyai

t6rt~nik 6s tfz 6ves hosszabbft~s lehets~ges.
 

A magyar jogszabilyok nem teszik lehet6v6 a haszon6lvezeti megdiIlapoddsok
keret~ben alkalmazott v~djegyek bejegyz~s~t. Ha azonban egy v6 djegyet bejegyeztek, afranchise- itve\v6 k~renezheti az 0TH-nmu icensz- tvevo-knt tbrt~n6 Iajstiromozdisz. 

Magyrorzzi raja a Pirizsi Konvenci6nak, arnely biztos tja, hogy a v djegyek
bejegyeztet~s~n~i a konvencj6t aluir6 nemzetek k~relmez6i a hazaiakkal azonoselbdndsban r~szesulnek. Az ilyen kulfoldi k~relmezo-k a beaddsni1 elso-bbs~gi jogot
61veznek, ha a bead~st6l szdimftott hdirom h6napon belid beterjesztik a sajit orszdgukban
t6n~nt vddjegy-bejegyz~s okiratinak hitelesitett m~isolat~t. 
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A FRANCHISING KELET-EUROPABAN 

fita: Philip Zeidman 6s Michael Avner, Brownstein Zeidman and LoP.. 

A franchise sidmos el6nyt kfn.il Kelet Eur6pa hibadoz6 piacgazdasgainak. Egyei6re 
azonban m6g egyetlen kelet-eur6pai orszig sem alkotott kimondottan a franchise 
tev~kenys~gre vonatkoz6 jogszabdlyokat, s ner v.6rhat6, hogy a k6zelj6vo-ben bdrhol is 
ilyenek szulessenek. Az alibbi megjegy6seket ez6rt csaupdin 6iltalinos jelleggel bocsdijtjuk 
k6zre. Azokat a kereskedelmi t6rv~nyeket 6s jogszablyokat ismertetjok, amelyek a 
franchise megdllapoddsoknil is alkalmazott szerz6d~ses jogviszonyokat szabilyozzdik. 
Amennyiben a franchise tekintet~ben konkr6t jogi fejlemfnyek k6vetkeznek be Kelet 
Eur6pdban, 6jabb ismertet6sek vdlnak id6szerdv6. 

Franchise - hatrok n61kdil 

A franchise d.ruk 6s szolgiltatsok forgalmazis~inak azon m6dszere, amelyn~l az egy6ni 
vdillalkoz6k vagy befektetok jogot szereznek arra, hogy a sajdt tulajdonukban Iv6 
egys~get franchise rendszerben muk6dtess~k. A franchise rendszert a k6z6s mdrkan~v 
vagy v~djegy, az egys~ges muk6d~si m6dszerek, term~kek 6s szolgiltat.isok jellernzik. A 
franchise- 6tvev6k gondoskodnak a sajit tizlettik beindftis~ihoz 6s mtikad6shez szuiks~ges 
t6kCr61 6s licenszdfjat vagy jogdfjat fizetnek a franchise ditad6j~inak a rendszer 
haszonlvezet6rt, valamint a rendszerben foglalt technol6giik~rt, know-how-6rt 6s 
technikai k6zremuk6d~s6rt. A nemzetk6zi franchise dltaldban az un. master franchising 
megdllapod.is r6v6n val6sul meg, amelyn6l a kilf6ldi rendszergazda egyetlen "f6" 
franchise-dtvev6nek (master franchisee) biztosft kizir61agos jogot arra, hogy egy adott 
terileten (gyakorta egy eg~sz orszdigra kiterjed6en) franchise-egys~geket 6s franchise 
alegys~geket hozzon litre. A f6-6itvev6 a helyi piacra vonatkoz6 6rt6kes ismereteivel 
gazdagftja e kapcsolatot. T~ny 6s val6, az ilyen megillapodisok egyik legf6bb ernye, 
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hogy a franchise-itad6 rendszere igen rugalmasan illeszthet6 a befogad6 orsz.ig piaci 
viszonyaihoz 6s fogyaszt6i szokAsaihoz. 

A franchise tevkenys6g jogi kereteit Kelet Eur6p.iban ugyanazok rendeleteka 
alkotjik, amelyek a kdilfbldi befektet~sek egyib formit is szab61yozz~ik: fgy tehdt a 
k6z6s vllalatokra 6s a kiIlf61di befektet6sekre, a szellemi tulajdon v'delmire (kilkn6s 
tekintettel a v~djegyekre), a devizagazd-ilkoddisra, a profit 6s a licenszdijak repatrid1dsdra, 
a gazdas~igi versenyre 6s az ingatlanokra "onatkoz6 jogszabdlyok A franchise model 
segfts~get nydijthat azoknak a dilemmiknak a feloldisihoz is, arnelyek a privatizdci6s 
programok 6s az ezekkel kapcsolatos jogszabily-alkotgs sorain jelentkeznek, amikor 
kiterjedt 6rt6kesitisi hdl6zatokat is magukba foglal6 dillami tulajdonok kiarusftisair6l van 
sz6. 

Kuilf6ldi befektet~s 6s k6z6s vdilalatok 
J6llehet a nyugati gyakorlatban a franchise-itad6k ritkn ny~ijtanak finanszfrozAist 
(legfeljebb diltalinos tdkehidiny eset~n), a k6z6s villalati megaillapodasokban rendszerint 
szerepel a t6ke-apport irainti ig~ny. Ezid6szerint a Kelet-Eur6p.iban muk6d6 franchise­
t:ddk altaliban kbz6s vai1lalat keret~ben ruhdzzik it a rendszer haszndlatinak jogit a 

franchise Atvev6j6re. A helyi vdllalkoz6k a leggyakrabban dillami vdillalatok, minthogy
mostanAiig csak 6k rendelkeztek a rendszer terjeszt6s6hez 6s az indul6 egys~gek
mukbdtet~s~hez sziiks~ges p~nzeszk6z6kkel. Az dillami rcszv~tel azonban cs6kkenni fog,
amint a helyi izletemberek t6bb tapasztalatra 6s t6ok6re tesznek szert. A kelet-eur6pai 
partnerekt6l ezek utdn elvirhat6, hogy a szerz6dses kapcsolathoz ingatlanhasznositisi 
jogokkal, vczet6i 6s alkalmazotti szem6lyzettel 6s - ha korl6tozottan is - bizonyos 
t6keforrisokkal is hozzdjiruljanak. Ezekben a kateg6dkban ugyanakkor a kUlfbldi 
franchise- dtad6nak is jelent6s szerepe marad, legal.bbis a kezdeti iddszakban. 

A kuilf6ldi befektet6sekre 6s a k6zos vdillalatokra vonatkoz6 jogszabdlyok 
meglehet6sen elt6r6ek Lengyelorszaigban, Magyarorszigon, Csehszlovdidban, valamint 
a Szovjettini6ban, de abban azonosak, hogy egyardant baitorftj6.k a kUlf61di 
befektet6seket, mik6zben igyekeznek a hazai villalatokat meg6vni a kulfbldi t6bbs~gi 
tulajdont6l. E jogszabAilyok 6s t6rv~nyek fontos terijieteken 6s viltoz6 m6rt6kben hatnak 
a franchise tev~kenysggre is, egyebek k6zt olym6don, hogy behatdrolik a ktilf6ldi 
partner tulajdoni r~szesed~senek infrt&k6t, megtiltjiik 
6gazatokban 6s fenntartjik a javasolt befektetesek 

kUlf6ldiek tevdkenys~gt egyes 
j6vdhagygsindii a biirokratikus 

elbrlisi m6dszereket. 
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A szellerni tulaidon v~delme 

A szellemi tulajdon (bele~rtve a v~djegyeket, mdirkaneveket, szerz6i jogokar 6s a know­
how-t) a franchise rendszer sarokk6ve, ez~rt a szellemi tulajdon megfele16 v~delme 6s a 
szellemi tulajdonnal kapcsolatos jogok 6rv~nyesft~s6nek hat~kony eszkdzei kulcsfon­
tossigtiak a franchise-ditad6 szempontjib6l. A jelenlegi t6rv~nyek 6s jog-szabdl)ok 
megfelel6 "videlretny6ijtanak a v~djegyeknek 6s m~ltdnyos 6sszegek ben szabjdik meg a 
v~dje-vek bejegyz~s~nek dij~it. Valamennyi kelet-eur6pai orszaig csatlakozott a Pirizsi 
Konvenci6hoz, amely el6frja, hiogy a kiilfbldi k~reli-nezo-k a hazaiakkal egyenl6 
elbin~isban r~szesdljenek. Hason16k~pp, a kelet-eur6pai orszigok tbbbs~ge tagja a Berni 
Konvenci6nak is, amely b-olcsodnos szerzoi jogi v6delmet biztosft az alifr6knak. Mleg kell 
jegyezni ugyanakkor, hogy a Iegtbbb helyen me-g nein alakult ki me-fele16 xendszer a 
szellerni tulajdonnal kapcsolatos jogok 6rv~nvre juttatis~ra 6s jobbdira hizinyoznak a 
rendelkez6seket megs~rto-k elleni jogorvoslat eszkdzei, mivel a bfr6sigoknak egyel6re 
nincs elegend6 tapasztalata ezekben az Ogyekben. Rdiaddsul az e16z6 kommunista 
rendszerekben, kivdltk~pp a kolfbldi v~djegy-jogokat a kapitalista kizsdikmdnyolis egyik 
m6dszer~nek tekintett~k. Az Egyesiilt Allamuk kormdnnya a kelet-eur6pai kormninyokkal 
k~it6tt kere skedelmi 6s beruhdiz~si megdIlapoddsok t~rgya~isaina1 igyekezett 
biztosit~kokat szerezni a szellemi tulajdonnal kapcsolatos jogok fokozottabb 
6v~nyesftt~s~e. 

Devlzaszab~lyok 6srepatri1~s 
A deviza dtx'iltdsiva1 6s a repatridihissal kapcsolatos megszoritisok val6szin~1eg 
akad~iyokat jelentenek a ki.fildj franchise-ditad6k sz~imdra Kelet Eur6pdiban. J6Ilehet 
Magyarorszdigon 6s Lengyelorszdigban inir igen laza politi-ka 6rv6nyesi1 a profit 
repatrifisa tekintet~ben 6s a devizaszabdlyok kordibbi szigonisdga is jelent6sen enyholt, 
a helyi fizet6eszk~5z6k teijes konvertibilitdisa 6s a korlitozisok feloldisa, kuil6n16sen a 
szerz6i jogdfjak: 6s a licenszdfjak dtutahis~indl, m~g vwirat mag,-ira. Egy~telrmilen ez a 
helyzet a Szovjetuni6ban. N~hdiny esetben megolddist jelentettek a barter-dgyletek (igy 
p~Id~iul orosz vodka exportja a Pepsico Co. profitjdt elIent~telezendo-), a vodkdt azonban 
m6gsem tekinthetjiik tart6s 6s diltaldnosan alkalmazhat6 fizet~si egyen~rt~kesnek. 

Gazda5iivesn 

A franchise keret~ben rnegval6sui6 jogviszony gyakorta jir egy'itt egy-egy terifletre 
kiterjed6 kizir61agossiggal, r6gzitett irak kikot~s6veI, a franchise-itvev6 azon jogainak 
korlitozisival, hogy konkurrens term~keket forgalmazzon, vagy Konkurrens gazdasigi 
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tev~kenys~g,-t folytasson a megdIlapoddis id6tartama alatt, esetleg azt k6vet(5en, tovdbbihogy enged~ilyel vagy felhatalmaz~jssal nem rendelkez6 szdi~lt6t6I szere7.zen beterrn~keket. A kartell-elleres, ifletve a tisztess~gtelen versenyre v'onatkoz6 16r-vn)yek
iogcszab~yok hat~ilya kiteijedhet ezekre 

6s 
a Jogelemek-re. Mfind Magyrorszdon, mindLengyelorsz~gban I~tezi-k monop6 hium-ellenes 16n/6ny 6s v~irhat6, hogy Csehszlovdbanis szuleti~k ilven a kdzell Jcbvoben. Lgy'anakkor, J6 ido-be beletelihet, amig kiderfl, hog-y et6n-6nyek mennyiben alkalmazhatok a franchise vonatkozzisdban. FelItehet6 - hiszentdrsuldsi egyezm~nvejk is en-c k~sztelik o5ket -, hogy ezek az orszA gok Kovetik majd azEur6pai Kbzriss~g 61tal kialakitott monop6 lium-ellenes elveket 6s jogrendszert. 

A r6szleg mulk6d~s6hez szdks~ges helyis~gek mevsr~da vagy b&1ls~nek kapcs~in
CgyIingailanokraa franchise- megdl 1apoddsok szirite minde yik6ben szerepelnek az vontakcz6foritos kik6t6sek. Ahhoz, bogy a - mind a franchise dtad6jdt, mind tvev6j& egyardnt6rint65 - st~Iyos bizonytalansdgokat eloszlatfiassAJ, a kelet-eur6pai. orszzigokban rendezniikell az egymdssaI verseng6 ingatlanig6niyelket, meg keil teremnteni a fbld- 6s ingatlanmagintulajdondnak 6rv~nyesit~s6hez sziiks6ges eszkbzrendszert meg kell hatii-ozni,hogy milyen tulajdoni korlitoz~isok vonatkozniak a kulfcildiekre. Mindez kid6ndsenfontos a franchise-dtad6k sz~imdra. Minthogy a franchise keret~ben mu-kdd6 Mzethelyszfne kihat a rendszergazda dilta1~nos imizsdira, igen fontos, hogy sz~m~ira az adotthelyen az ingatlan tulaidonjoga biztositva legyen. E k~rd~s fontossdgki rn~g fokozza, haaz ingatlan megv~sirlisdt vagy b~r1s3t a k~lfdldi rendszergazda finanszfrozza. 

A kiilfbldi franchise- dtad6k az egyes orsz~igokban kii16nf~1e jellegil probI~m~cka1kerijihetnek szemnbe. Csehszlovikijgan kulf6ldiek nem vehetnek ingatlant.Lengyelorsz~gban ugyan vdisdrolhatnak, de ehhez a befektet6]anek eldzetesen enged~lyt
kell szereznlik. A 
 magyar korm~inyzat rtt~d#1Iet6t, amelyb,!n az in . ;',.nvgsirldstenged6lyezte, az Alkotrniriybfr6s~jg ut6bb semmisnek nyilvinftotta. Ellent~tben azEgyesiilt Allamokkal, a kelet-eur6pai frnhs-dlakzsko persze nernelengedhetetlenWj sziks~ges az ingatlan tulajdonjoga. Mdsfajta jogi formdk, igy p~IdiuI atart6s haszoii~lvezeti jog vagy korhitozott b&letj jogok, ugyancsa-k mego!ddst jelenteneka befekteto-k szdim~ra 6s kelI6 alapot nyd-itanak megalapozott U~zleti dbnt~seikhez. 

tev~kns! 
A franchise igen vonz6 vdllalkozisi fox-ma 6s az dMiami tulajdond~ vdllalatok privatiz~ci6ja 

A frac -hise spiatz i 

soTn is jol alkalmazhat6. Szinte azonnal feijavitja az alacsony hat~konysigti 6&tkesft~sihdlfizatokat 6s el6segfti a maivlakzskt KGlb6sen a nagy Mi1ami villalatok 6s 
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szdvetkezetek 	privatizdci6j~nMI jelentkeznek az el6nyei, a kis- ds kbzepes rn~retii ipari 6skereskedelmi 	v0i1A-ozdsok kialakitisa sorin. 
A franchise kereteben tdrt~n6 privatizici6 6s xvillati italakulis a Iegjobberedm~nyekkeI azoknAl az dJlani -v-6llatoknAI kecsegtet, me1h'ek feIdpit~se 6s vezetesistruktfiraiJ'a nem kUkbnbdzik tdizotian a franchise iendszerekben megszokottakt6l. J6p~1d~k erre a kdzpontilag irzinxitort, azonos mirkan~v alatt, de helvi AIari alkalnazottakaital v*ezetert regionalis h l6zattal rendelkez6 nagM',ruh~izak. a szllodak, az idegentbor­galini szolgAmttisok. fivel azonban a m5.rkan~v ismerts~ge a franchise eai-k fd elanye,e valalatok franchise formijziban t6rtc~n6 md~kddtet~se kdnnyen ellent~tes hat~st vaithat 4.ha a franchise miikddtetdi nem tudjdk a fogyasztdk d1tal e nevekhez kapcsolt kedvezdtlenk6pet megvailtoziatni. T61 ezen, eL, olvin v Nlalatirinvit6 csapatot kell szerveznilI( amely1k-e16 ismneretekkel rendelkezik ahhoz, hogy a v6l-o'zasokat franchise rendszerben
miikddtesse 6is ameh-nel nem fenveget, hogy 
 ,isszat~r az ela-ult vezet~si m6dszerekhez.
Akfraciernse alkalnazisival tdrt~n6 privatiz ci6 azzal a kbdvetkez­m~nnyel jdrhat, hogy a kdzponti szenvezetnek 6s az egys~gtes r~szlegeknck kwilnbdzdek atulajdonos4i s igy nines sziohs~g arra, hogy egyetlen nagybefek-tet6 v~szirolja meg a teijeshildzatot. -Miga 16bbi prhvatizicids technika dltalAban egylen kiildi entitis tulajdon­szerz~s~t segiti e]6, vagyjbia a il~d ~~ebzaabnhi~okat 6s a v i1alat 

miik~dets~t, a franchise bevezets~ve! kisx'~1akoz~sok sora jdn litre cds az eszkdzdk de­centraliz~ci6ja val6sul meg. Az egyes i'szlegek 6s a kdzponti szervezet kdzdffi jogv.iszonymeghairozdsa nemn lesz kdnnyui, s amiunt az semn, hogy megtakijAk az arany kdp~itataz 6niUks,*ga va16 t6rekv$s 6s a koliv beszerzdst lehet6v6 tev6 orszagos 6ftkesit6­
si hl6zat el6nyei kd zott. 

Nincsenek egyekire eI6kdszuletben a franchise tevek-enys~g~re k~zvetlenifl hat6jogszabalyok es rnns is ilyenekre szWks~g. Kelet Eur6piban, mnilk6nt a Iegtdbb mas orsz~g­ban, a franchise jogi kdmvezete nem a kimondottan a franchise tevdkenys~gre vonatkoz6tdrv~nyekt6I 'ayjogszblyokt6L, hanem az dItalinos izieti-kereskedelini t6rv~nyek dsrendeletek 6szszerji aflkalmazasdt6l fizgg. Ez~rt aztdin ahhoz, hogy a franchise tev~kenys~gszdi.rd jog alapokon nzugodj6k, elegend6, ha a maginvilkoz'isok megfelel6 jogk6myezetinek kialakitsa 6rdek6ben megszujletnek az aiapvet6 tdrv~nyhoz~isi int~zkeddsek. 

Szemelv6ny: 	 EAST EUROPEAN REPORTIBUREA4U OF NATIONAL AFFAIRS 
19 92.mi.rcius 3o. 



A FRANCHISING I6MODSZER LEHET 
A KELET-EUR6PAI PLACOKRA TORTtN6 BEHATOL.SHOZ 

A franchising szinte egyediilill6 lehet6s6geket kfnil azoknak, akik Kelet-Eur6pa 
feljovo gazdasdgaiban szeretnienek iizleti vdillalkoadsba fogni - jelentette ki egy amefikai 
iigyv~d, akinek gazdag tapasztalatai vannak a magyarorszagi, csehszlovdkiai 6s 
lengyelorszdigi franchise tev6kenys6g ter~n. 

Ezekben az orszigokban jeient6s fogyaszt6i ig~ny mutatkozik a franchise 
keretkben dltalhban sikerrel forgalmazott termkkek As szolgdltatisok irdnt - mondta Philip
F. Zeidman, a Brownstein Zeidman 6s Lore washingtoni iigyv~di iroda, valamint a tbbb, 
Kelet-Eur6pa irdnt 6rdekl6d6 fiiggetlen jogi c~g 6s igyv~d Altal alapitott East Europe 
Law Ltd. egyik partnere. 

Rdadisul a kelet-eur6pai orszdgokban gazdag hagyominyai vannak a
 
kisvdllalkozisokna.k, amelyeket a kommunista gazdasigirinyft,'s elsorvasztott - mutatott 
rd Zeidman az Amerikai Csehszlovik T6rsasdg kereskedelmi 6s dizleti bizottsdga altal 
szervezett taldlkoz6n. 

A franchise segfts~g~vel a c~gek felm6rhetik az egyes vdllalkoz6k energiait,

mik6zben 
 bizonyos m6rt~kig m~giscsak ellen6rz6s~ik alatt tarthatjak dket - fejtette ki 
Zeidman. Franchise keret6ben 6rtkkesfthet6 61elmiszer, ruhanemd 6s kiilnfle 
szolgdItatisok, k6ztUk a f~nymdsolis vagy a f~nykdpel-hfvs. L6teznek szdllodai es ipari
franchise. rendszerek is, fgy plldgul a gyimalcs6 tlt6iizemek, az aut6gy~r-tis 6s az 
olajfeldolgozis ter~n. 

A MicroA ge tapasztalataiMagyarorszigon 
Egy arizonai sz~mitstechnikai c~g, a MicroAge franchise form.ban ltesftett 
kiskereskedelmi Uzleteket Magyarorszigon - jelentette be a c~g k~pvisel6je az ACsT 
talgkcz6j~n. Joint venture megillapoddsuk keretkben a magyar partner a boltokat 6s a 

16 



szem lyzetet hozta az vdllalkozisba - mondta az amerikai izletember. K6zel 220 bolt 
kapott jogot a szgmtftdstechnikai berendez~sek forgalmazisSira. 

Elosztdsi szempontb6l a megdllapodds j61 funkciond], de a forgalom egyel6re 
alacsony 6s f6leg a Kelet-Eur6pdban mu-kbd6 amerikai vev6k jelentkeznek. Ennek 
kdvetkeztdben a kisebb helyeken dizemelJ boltok kordntsem mennek olyan j61, mint a 
nagyv~rosokban lvo-k. 

Az alkalmazottak betanftsa 16nyegesen nehezebb volt, mint azokban az 
orszdggokbai, ahol a szabad piac Uzleti gyakorlata mdr meggy~keresedett - fejtette ki a 
MicroAge k6pvisel6je. A szokisos k6t-hetes betanfts helyett a MicroAge folyamatosan 
tart tanfolyamokat: "sztinet n~lkii1 sulykolnunk kell a v%,11alat c~lkitdzdseit 6s nem 5irt, ha 
egyel6re ziland6an fogjuk a kezUket" - tette hozzi az izletember. 

Zeidman felhfvta a figyelmet, hogy azok a c~gek, amelyeknek m~ir vannak 
tapasztalataik a kilfbldi franchise ter6n, tbb sikerre szimfthatnak Magyarorszdgon. 
El6re fel kell m6rni, hogy az adott termk j61 bfrja-e a szillft,4st 6s hogy k~pesek lesziink­
e a kell6 hdttrszolg,41tat:isokat biztosftani - tette hozz.i 

Szemelvdny: 
STUDIES IN EASTERN EUROPEAN LAW,
 
THE PARKER SCHOOL, COLUMBIA UNIVERSITY, 1992
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VALASZ A FRANCHISE-ZAL
 
KAPCSOLATBAN FELTETT
 

LEGGYAKORIBB 11. KERDIESRE12
 

ROVID BEVEZET0 A FRANCHISE-BA 

Adaptci6 ds kivonat a Nemzetk6zi Franchise Sz6vets6g (International FranchiseAssociation, r6viden: IFA) "21 kdrdts a franchise-r6l" c. kiadvnyib6l, melytrt eztiton fejezziik
ki k6sz6netfinket. Copyright: IFA. 

Fordftotta: Dr.K.Zentai Katalin 



1. MI A FRANCHISE? 

A franchise termdkek vagy szolgltatAsok elosztAsdnak egy m6dszere. A franchise
rendszerben a rdsztvev6 partnerek k 'z6tti kapcsolat legalkbb kdt szintG: (1) a franchise Atad6,
aki mrkajelt vagy mArkanev& d.fizleti m6dszer6t k6lcs6nadja (2) a franchise Attvev6nek, aki 
folyamatos haszndlati dfjat (royalty-t) 6s gyakran m6g bel6p6si dfjat is fizet az6rt, hogy a 
franchise dtad6 neve alatt mfk6dtethesse (zlet6t. 

2. HOGYAN KEZD Mi.UKDNI EGY FRANCHISE HALOZAT? 

K6pzeljtink el egy sajdtos m6don 6izemeltetett priv.t boltot. Ha az izlet sikeres, a
tulajdonos mdsodik, harmadik izlet nyit 6s alkalmazottakat fogad fel ezek mfk6dtet6sdre. Abban 
az esetben, ha a vAllalkoz6 tovibb kfvdn terjeszkedni, de a tovdhbi fizleteket indr nem sajAt
tulajdonakdnt szeretn6 fizemeltetni, Oigy d6nthet, hogy "franchise-olja" az iziet nevt ds
mik6dtet6si rendszerdt mis, ffiggetlen vllalkoz6knak, a franchise Atvev6knek. 
EllenszolgdltatAsk6nt beldp~si ds/vagy az tvev6- izleti forgalmdnak szza6kAban megillapftott ­
folyamatos haszn.ati dfjat k6rhet az dtev6kt61. Ez a franchise rendszer mik6d6sdnek alapja. 

3. MENNYIRE ELTERJEDT A FRANCHISE? 

A vgilasz meglep6. Az Egyesfilt Allamokban a franchise hM6zatok 1991-ben 787,8

millArd dollar 
 6rt6k drut 6s szolgtatdst forgalmaztak, ami az orszg kiskereskedelmi
 
forgalmnak mhitegy 35 %-a. E hMd6zatok keretdben, t6bb, mint f1 milli6 fizletben, 8 mill6nal

t6bb alkalmazott dolgozik. Az USA terfilet6n minden 17 percben megnyilik egy tijfranchise 
izlet. 

4. MI AZ UJZLETI FORMATUMU FRANCHISE? 

Az fizleti formttumd franchise keret6ben a franchise Atad6 a vdllalkozs
mfk6dtetds6hez szfiks6ges r6szletes tervet bocsdt az dtvev6 rendelkez6s6re. Ez a terv 16p~sr61­
1p6sre megadja az izlet vezet6s6nek valamennyi teriiletdre vonatkoz6 teend6ket, 6s segft
azokban a d6ntdsekben, melyekkel az Atvev6 a mfik6dtet6s sordn talilkozik. 
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5. 	MILYEN TIPUSU UZLETEK ALKALMASAK ELS6SORBAN A FRANCHISE-RA? 

Gyakorlatilag minden fizet elk~pzelhet6. A Nemzetkbzi Franchise Szbvets6g (IFA)
t6bb, mint 60 k16nb6z6 OizletAgi kateg6ridt hasznAl tagv.lalatai megktil6nb6ztetesdre. A 
nyomdai ds iratmdsoldsi szolg~tatAsok terillete kivA16 pdlda arra, milyen sikeresen alkalmazhat6 
a franchise egyes iparigak szles k6rGi eltedjeszt~s~re. 1991-ben mdr 7442 nyomdai 6s iratmdsol6 
franchise izlet mfik6dbtt, szemben az 1974-ben tev6kenykeJ6 1069-cel. 

6. MELY SZEMPONTOKAT KELL MNiRLEGELNI, MI-EL6TT MEGVAS,&ROLJUK A 
FRANCHISE JOGOT? 

a. 	Milyen tapasztalatot igdnyel az adott tevdkenysdg; 

b. az Oizletforma rdszletes megismerdse; 

c. 	 az fizlet mfk6dtet~s~hez sziiks~ges id6beli 6s szemlyes lek6tbtts~g; 

d. 	 a franchise-t Atad6 rendszer ds vezet6 tiszts6gvisel6inek 6izleti tapasztalata; 

e. 	mely term6keket 6s/vagy szolg~tatsokat kell rendszeresen a franchise Atad6t61 
megvdsrolni, 6s milyen ezek utAnp6tlsa; 

f. a franchise egyattmfk6dds felmondisAnak vagy megtdjft~snak id6beli ds egy~b
felt~telei;
 

g. 	a franchise dtad6 cdg 6s a franchise rendszer p6nzfigyi helyzete. 

E tdmak6rh6z tovAbbi szempontok az IFA Mltal megjelentetett, s e konferencia 
anyagdban szerepl6 "Tdj6koz6djunk, miel6tt befektetfnk" c. r6szben tal~lhat6k. 

3
 



7. HOGYAN INDUIJON EL, AKI FRANCHISE JOGOT SZERETNE VSA.ROLNI? 

Az els6 teend6 a franchise-t eladdsra kfid c6gek azonosftdsa. Vegyiik szdmftdsba 
sajit k6pessdgeinket, 6rdekl6ddsi kfriinket ds tapasztalatainkat. Vilasszuk ki a rendelkezdsre i16 
franchise ajdnlatok k6zfil az ezeknek legmegfelel6bbet, amely a p~nziigyi szempontok
tekintetdben is megfelel lehet6s~geinknek. 

8. MILYEN BERUHAZAS SZUJKSItGES A FRANCHISE JO. MIEGVASARLAS-IOZ? 

A beruh..is nagysdga az adott izletAcgnak 6s az iet jelleg6nek ftiggvdny6ben
rendkfvfl eltdr6. Noha franchise tandcsad6kt6l beszerezhet6k hdtt6rinformdci6k erre
vonatkoz6an, minden j6vend6beli franchise dtvev6nek konkr6tan fel kell tennie ezt a kdrddst, ds 
megbeszlnie sajdt tan~csad6jgval, valamint a franchise dtad6kkal. 

9. SIKERES FRANCHISE ATVEV65 LENNE-E ON? 

A sikeres franchise dtvev6nek alkalmasnak kell lennie mind a kivmasztott OizletAg,
mind az adott franchise rendszer sajdtos k6vetelm~nyrendszer6nek kieldgft6s6re. 

Igen fontos, hogy feltegyjik a k6vetkez6 k6rddseket: k6pzetts6gem, tapasztalatom,
tanuldsi k6szsdgem, v6rm6rs1detem 6s p nzigyi helyzetem alapjdn alkalmas vagyok-e az adott 
iizletAgban val6 tev6kenys6gre? Felk6szfiltem-e a kem6ny munkAra 6s k6sz vagyok-e bizonyos 
anyagi kockzat vdIllalisdma? 

10. NAGYOBB EStLYT AD-E A SIKERRE A FRANCHISE? 

A szakemberek egyet6rtenek abban, hogy a franchise vllalkozdsoknak sokkal nagyobb
esd1yfik van a sikerre, mint mls egy6ni kisvllalkozsoknak. Az USA Kereskedelmi 
Miniszt6riumdnak jelent6se szerint 1971 6ta a franchise Atvev6k k6ziil kevesebb, mint 6vi 5%
szfintette be tev6kenys6gdt, illetve ment t6nkre. Ennek ellentdtek6nt az Egyesfilt Allamok 
Kisvdllalkoz,.si Ugynbks6g6nek statisztikaja azt mutatja, hogy az indul6 vdllalkoz2sok 65 %-a 6t 
6ven belfil megszfinik mfk6dni. 
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11. MELYEK A FRANCHISE ELLEN SZ6LO ERVEK? 

Cser~ben a biztonsigdrt, a kik~pz~s~rt ds a franchise rendszer mirkanevdnek marketingerejZrt, a franchise dtvev6 6n16sAgak bizonyos foki feladisval fizet. A franchise dtvev6nek 
al. kell vetnie magdt az dtad6 1tal el6frt kUil6nf61e ellen6rzdsi 6s egydb procedurdknak, amelvek 
a min6s6get 6s a rendszer egysdgess6g6t hivatottak szolgdlni. 
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TAJEKOZODJUNK,
 
MIELOTT BEFEKTETNK12
 

AdaptAci6 6s kivonat a Nemzetk6zi Franchise Sz6vets~g (International FranchiseAssociation, r6viden; IFA) "TAjdkoz6djunk, miel6tt befektetfink" c. kiadvlnydb6l, mely~rt
ezilton 	fejezzfilk ki k6sz6netnket. Copyright: IFA. 

2 Fordftotta Dr.K. Zentai Katalin 



Ml A FRANCHISE? 

A franchise nem tekinthet6 sem ipar.gnak, sem UzletAgnak. Egy izleti m6dszer,termikek s/vagy szolg[IJtatdsok marketing eszk6ze, amelyet k6renszdles adaptAltakalkalmaznak ktil~nb6z6 ipargigakban 6s izleti tev6kenystgek soran. Lehets6ges, hogy ezeknek
6s 

a tevOkenysOgeknek csupdn egyetlen k6z6s vonAsuk van - az elosztAs franchise rendszerbent6rt6nik -, mnas tekintetben jelent6sen elt6rnek egymdst6l. Nem 16tezik olyan dtfog6, egysfgesmeghatrozAs, amnely minden franchise rendszerre egyardnt vonatkoztathat6. 

A franchise rendszereket leggyakrabban kit f6 osztAlyba sorolj.k: (1)term kforgalmazsi egyiittmu1{6d~sek, amelyekben a franchise dtvev6 jelent6s m~rt6kbenazonosfthat6 a gya-t6 vagy a szd.llft6 c6g term6k6vel (pl. iidft6ital franchise rendszerek); 6s (2)tizleti formitumi franchise rendszerek, amelyekben az dtvev6t az dtad6 mfik6dtet6si m6dszerejellemzi. A val6sAgban sok franchise megdllapod-is e kett6 kombinici6ja (p]. gyors6tkeztet6si,
nyomdaipari 6s aut6szerviz hd16zatok). 

A SZERZOD S 

1. A franchise szerz6d~s fekteti le a franchise Atad6 6s franchise gitvev6 k6z6ttiegyuittmtk6dds feltdteleit. Az Atvev6 megkapja a jogot an-a, hogy Arukat 6s/vagy szolgdltatisokatajdnjon, eladjon vagy elosszon annak a marketing tervnek vagy rendszernek az alapjin, amelyet
d6nt6en az dtad6 hatroz meg; 

2. A franchise dtvev6 Oizlet6t annak a tervnek vagy rendszernek alapjgin m~k6dteti,amely d6nt6 m6rtdkben a franchise dtad6 vagy lenyvd]lalata mdrkajeldvel, szolg~ltatAsi jel6vel,mdrkanevdvel, embldmtjtval, hfrdetdsi vagy egy6b kereskedelmi jelk6pdvel azonosfthat6; 

3. A franchise Atvev6 dfjat vagy egydb ellenszolg~ltatist fizet, illetve hajland6 fizetni 
a franchise Atad6nak. 

Az izleti formitumi franchise az druk ds/vagy szolg.tat~sok marketingjdnek 6selosztAsAnak rendszerdt bocsitja az Atvev6 rendelkez6s6re. Sok dtad6 nem csupdn a mdrkandv6s a hozza kapcsol6d6 goodwill - szerz6ddsben behatArolt - haszndlati jogdt adja At, hanem olyanegydb el6ny6kben is r6szesfti dtvev6jdt, mint p6ldgul a know-how, ipari titkok, szerz6i jogok,bizalmas informAci6k dtadisa, a teljes rendszert dtfog6 eladis6szt6nz6s, szabvayosftottmgk6dtetdsi folyamatok, term6k- 6s szolgd.ltatAskutatAs, valamint a nagybani beszerz6sb61 fakad6 
kedvezm6nyek. 
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A FRANCHISE EL6NYEI 

"Taka-dkossig a megosztAs r~v~n" - ez az alapelv val6sfthat6 meg egy hasonl6 
egys.gekb6l felpi16 hil6zat mfkbdtet~sdvel. PdId1ul, a marketing 6s az elosztds k~ltsdgei
megoszthat6k az Atad6 6s az ft,'ev6 izlete k6z6tt, flym6don mindkett6 rdszesu1 a k6z6s 
teher/isels el6nyeib6l. A franchise rendszer egyesfti a ffiggeden fizletember, a franchise ftvev6 
anyagi kock atv-.11aldsit, 6nmegva6sft~si szanddkt, v~Jlalkoz6i motivici6jdt 6s helyismeretdt
6s egy er6s, tapasztalt 6izleti partner, a kipr6bdilt rendszerrel rendelkez6 franchise Aitad6 
er6forrisait. A rendszer termdkek 6s/vagy szolg~tat~sok 6rtdkesftdsdt szolgilja, s tartalmazza 
a menedzsment 6s marketing know-how-t, valamint a mfik6dtetds szabvinyositott folyamatait. 

AZ AJANLAT tRTfKELtSE 

A j6vend6beli franchise .tvev6nek 6ppoly alaposan meg kell vizsg~lnia a franchise 
ajdnlatot, mint bdrmely mis tij izleti villalkozdst, mie!6tt beruhdzna. Amellett, hogy minden 
franchise ,tvev6nek konzultilnia kell 6gyv.dj~vel 6s k6nyvel6j6vel, akik segftenek az 
6rt6keldsben, az egy6ni befektet6nek mdr a kezdet kezdet6n jelent6s mennyisdga informici6t kell 
kapnia a franchise dtad6t61. Szintdn megvizsgiland6 az iparig, amelyben a franchise rendszer 
mfk6dik. Ert6kelni kell, (1) vajon az adott ipardg megfelel-e az On 6rdekl6ddsdnek, 6s (2) van-e 
Onnek tapasztalata vagy el6k~pzetts6ge, illetve szakmai adottsdga az adott teriileten. 

ONERTtKELFS 

o Gondosan mdrlegelje, vajon On megfelel-e az adott franchise rendszer 
k6vetelmdnyeinek; tapasztalat, el6kdpzettsdg, fizikai alkalmass.g, tanuldsi kdpess~g, v~rm~rs~kJet 
6s pdnztigyi helyzet a legfontosabb szempontok. 

* Felkdszi1t-e a kem~ny munkdra 6s bizonyos p~nzigyi kock~zat vdllalisdra? 
Amennyiben csupdn passzfv, befektet6i szerepet kivdn bet6lteni, meggy6z6d6tt-e arr6l, hogy a 
franchise dtad6 elfogadja ezt? 
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o K~pes-e On mAsok irdnyftisdra? Amennyiben esak passzfv befoektet6 kivgn lenni, 

Idtezik-e az alkalmazottakat tdnylegesen irany't6 szem~Iy szAmdra oktatAsi Program? 

* Tandcsad6i szerint Oin ditaldnosan k~pzett-e? 

* egt6bb franchise rendszer - kfiI6ndsk~pp az iizleti formdtumii franchise-ban - igener6sen ellen6rzi dtvev6it, hogy biztositsa a rendszer imdzsdt ds j6 hirnev~t, valamnint fenntartsa a megkfvdnt min6s~gre 6s egys~ges megjelendsre vonatkoz6 el6irdsokat. Hogyan &rintik6nt ezek 
a korldtozAsok? 

o Oszinte 6rtdkeI6sre van szfiksdg arra vonatkoz6an, milven elvkrAsai vannak arendszem-ek ds ezek k6zfll On melyeknek felel meg, hogy eld6nthesse, a rendszer igazdn Onnek
%val6-e. 

AZ ItRT~tKESITETT TERMJtK ES SZOLGALTATAS 

a Meg kell vizsgglni, hogyan 6rhet6 el a termdk piaca. 
* Meg kell AUlapftani, ki hatArozza meg az adott term~k/szolgtatAs drdt, s hogy ez 

az dr versenyk~pes-e. 

o A jelenlegi 6s a vkhat6 verseny 6rt~kel~se. 

o LUteznek-e dilamni szabvdnyok 6s szabdlyozisok, amelyek drintik a term~ket vagyszolg 1tatAst? Kiel~giti-e a termdk a szabvdnyt? Vannak-e drv~nyben dllami korldtozAsok? 

* 16 hfrnvnek cirvend-e a term~k, illetve annak szAllit6ja? 

* Szabadalmazott-e a termdk? Wdett-e mArkan~vvel vagy szerz6i joggal? Magdban
foglal-e szakcmai lefrAsokat, ipari titkokat, amelyek mAsok szAmkra nem hozzdf~rhet6k? 

o A termdk vagy szolgdltatAs irdnti igdny n6vekszik-e vagy cs~kken? Milyen jdv6beli
lehet6s~gei vannak az adott iizlet~gnak MagyarorszAgon a demogrdfusok szer-.nt? 
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A FRANCHISE ATADC VALLALATA 

* Meg~lapftand6, vajon a franchise Atad6 c6g lami vagy magnv1llalat-e, ds nem
le~.nyviilalata-e egy nagyobb cignek. Amennyiben lenyvlalatr6l van sz6, mind az anyavdllalat,
mind a leginyvdllalat hfmreve, stabilitfsa 6s pnztigyi ereje vizsglatra szorul. 

* A franchise Atad6 jelenlegi p6nziigyi helyzet~nek vizsg, lata. 

o Megdllapftand6, vajon a franchise dtad6 6rdekelt-e a hossz6i tvt egy~ittmfik6dtsben. 

a MeghatArozand6, hogy az dtad6 vdillalat a kordbbiakban milyen m~rt~kben folytatott
nemzetk6zi franchise tev~kenys~get. 

o Ne siesse el a befektet~sre vonatkoz6 dbntst! 

MARKAJELEK ES SZERZ6I JOGOK 

A franchise rendszerhez kapcsol6d6 mAirkajel, szolgdltatAsi jel, mArkandv vagy
emblfma a legtbbb esetben a franchise dtvev6nek adott jogok "lelke". 

Azonos;tsa, hogy a rendszer m~rkajelei, mdrkanevei 6s egydb kereskedelmi jelkfpei 
pontosan megegyeznek-e azokkal, amelyeket Onnek adnak At. 

"Kizdr6iagos" joga van-e Onnek a mirkajel haszniLatra? 

trvdnyben van-e olyan egyezm~ny, amely bjrmilyen vonatkozAsbaii behatdrolja a 
franchise itad6 vagy az On licenchasznilati jogait a mdrkajelek, szolgAltatAsi jelek, mArkanevek,
emblmatfpusok vagy egy~b kereskedelmi jelk~pek vonatkozdsban? Ha 1tezik ilyen egyezm~ny, 
hogyan befolydsolja ez az On izlet6t? 

Vizsgdlja meg a franchise-t 6.int6 bdrmely szabadalom vagy szerz6i jog drv~nyessdgi
idej6t; ez befolyAsolhatja az On franchise tizlet~nek dletkfpessdg~t ds sikeress~g~t. 
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A VALLALAT VEZETSE 

A franchise altal kfndlt el6nybk egyik legfontosabbika az a tandcsadds s segfts~g,amelyet a franchise Aitad6 vdllalat nytijt az dtvev6nek az izlet vezetdsdben. A franchise Atad6vezet6si tapasztalata jelent6s t,5mogatdst adhat az On ijvdllaikoz.sdnak elindft-sakor. 

o Kik a franchise rendszer vezet6 tisztsdgvisel6i? Milyen e szemdlyek 6izleti hdttere? 

* Milyen ,vezetdsi, az adott izletAgra 6s a franchise-ra vonatkoz6 gyakorlattal
rendelkeznek a vezet6 tiszts6gvisel6k? 

* Milyen m6rtdkben dll ez a tapasztalat - mint gyakorlati szempont - az On
rendelkezds6re itt, MagyarorszAgon? 

FRANCHISE DIJAK: BELItPtffSI DUAK ES KESZPtNZSZ(.KSI9GLET 

A legtdbb franchise rendszer - kiilnlskdppen az uzleti formditumdi rendszerek ­meghatirozott kiaddsokat ig6nyelnek dtvev6ikt6l, amelyek p~ldiul a k6vetkez6ket foglaljdk
magukba: bel(p~si vagy licencdfj, oktatAsi k6ltsdg, segfts~g az iizlet beindftAsban es azelads6szt~nzdsben, id6szakosan fizetend6jogdfjak vagy szolgdItatAsi dfjak, valarnirnt a forgalom
bizonyos szdza]6kAban megAllapftott hfrdetdsi hozzzijdruls. Minden k6lts6gt6telr6l rdszletesinformici6kat kell beszerezni: a fizetend6 osszeg, az eseddkess6g, a finanszfrozAsi 
megdllapodsok 6s egydb szolgdltatAsok k6lts6geinek vonatkozds.ban. 

OKTATAS EtS SEGITSItG AZ INDULASHOZ 

Amikor On egy franchise rendszerhez csatlakozik, lehet, hogy els6 alkalommal vesz mag~.ra tulajdonosi felel6ssdget; lehetsdges, hogy viszonylag ismeretlen iizletbe vig bele. Azoktats d6nt6 fontossgd, 6s sikeres, elismert franchise Atad6k komoly felel6ssdggel kezelik e
terilletet. A franchise szerz6ddsnek pontosan, tisztn le kell fektetnie az Atad6 es az At.eN'6
oktatAsi k6telezetts6geit mind a betanftAs mind a folyamatos ,iizemeltet6s sorL. 
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HELYSZIN, TERULET FS "KIZAROLAGOSSAG" 

Sok franchise jogot egy megadott helven, vagy egy adott terileten belail elhelyezked6
izlet mk6dtetds~re adnak ki. A terffleti elhelyezked6s es az a szak~rtelem, amellyel a helyszfnt 
kivdlasztjdk, a siker szempontjb6l meghatAroz6 tfnyez6. 

A helyszfn kivyilasztisa 

Kinek a feladata a helyszfn megtali1dsa, a bdrleti vagy vdsrlisi feltdtelekr61 val6 
t rgyalAs ds az izlet berendezfse - az On6, vagy a franchise dtad6d? Meghatrozza-e az .tad6 
a helyszfnt 6s ad-e segfts6get az dpftfshez? 

Az iizlet kialakitIsa 

Az 6pft6si terveknek ds a helyis6g berendez~s6re vonatkoz6 el6frisoknak d6nt6 
szerepik van a rendszer imzsinak kialakf;tsban. A kb1csbnbs felel6ss6get ds fizetend6 dfjakat
tisztAn meg kell hatxozni a franchise szerz6d6sben. 

Kizir61agosshig 

A kizr61agossig ltaldossigban azt fejezi ki, hogy mely tev6kenys6geket nem 
folytathat a franchise dtad6 az Onnek kijel61t teruleten belijl. Tandcsad6i segfthetnek Onnek 
abban, hogy a "kizdr6lagos" franchise-nak mely jogi korl.tozAsokat 6s milyen mdrtfkben kell 
tartalmaznia, hogy megv6dje Ont. A terilleti jogok 6s korl.tozdsok kritikus pontjai a franchise 
szerz6ddsnek, gondos ellen6rzfsdk igen fontos. 

Egy "kizAr61agos" franchise jelentheti a franchise dtvev6 tev6kenysdg6nek korlitozisdt 
is. Ebben az esetben az itvev6k a szdmukra engedflyezett teriilet hat,.rain kivdl csak korldtozott 
m rtfkben folytathatnak tev6kenysfget. Vizsgdlja meg, vajon l6teznek-e ilyen, az eladdsra vagy
marketing tev6kenysfgre vonatkoz6 el6frdsok az On franchise szerz6dfs~ben, s milyen hat~ssal 
lehetnek ezek az On mik6dfsfre. 
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M.KODJSI FOLYAMATOK, SEGITStG :S ELLEN6RZES 

A franchise t,'gyft k6pez6 termdk vagy szolg-Jtatds egys~gessdge, szabvdnyossdga 6smin6s6ge a franchise fontos elemei. Ezek biztosftjk az azonosfthat6sdgot 6s tatjdk fenn emdrkanevek 6s markajelek 6rt~k6t. Miel6tt alirja a szerz6d~st, meg kell 6rtenie, hog' afranchise szerz6d~s intdzked6seket tartalmaz a mfk6d6si folyamatok ellen6rzds6re ds a 
segfts~gnyijtAsra vonatkoz6an. 

KiiI6n6s figyelmet drdemelnek a k6vetkez6k: 

* A franchise dtad6 tAmogatAsa az zlet vezet6sdben. 

* A franchise Atvev6 rdszvdtelnek mdrt6ke az 6izletben.
 

e Hfrdet6s ds eladsis6sztbnzds.
 

9 Kbnyvvitel, k6nyvelds 6s jelentdsi k6telezettsdg.
 

e Eladfsi kv6tk.
 

e A termdkre, a leltrk6szletre 6s a berendez6sekre vonatkoz6 el6frdsok.
 

* Az i6zlethelyis6g karbantartAsdra 6s j6v6beli helyredllft~slra vonatkoz6
 
k6vetelm6nyek.
 

ATRUHAZAS - AZ ATVEV6 JOGA A TOVABBtRTtKESITFSRE 

10, 
A franchise szerz6d6s hosszti tAvd egyiittmiikddsnek tekinthet6, amelyben az Atvev620 6vig, vagy akAr enn61 tov.bb is mcik6dtetheti i6zlet6t. Amennyiben azonban valamely

okb6l el kell adnia iizlet6t, dj partnert vagy beruhdz6t von be, nyugdfjba vonul, 6rdekelts6g6tgyermekeinek kfvdnja Atadni, vagy halla utAn 6r6k6seinek juttatni, a k6vetkez6 szempontokattekintse d.t: 

e Eladhatja-e a franchise fizletet, itengedheti-e a vele jW6 jogokat a !ev6nek? 

a Atruhdzhat6-e a franchise a csaldjdra, illetve eladhat6-e halila vagy
munkak~ptelens6ge esetdn, mint az On vagyona? 
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o Nyilv~nva16an minden franchise szerz6dds tartalmaz korldtoz~sokat az AtruhkzAsra 
vonatkoz6an. Ismeije meg a szerz~dds ei-re utal6 r~szleteit, a7.Atad6 gyakorlatAt ds eljgrdsm6djdt,
amelyet Onnek javasol ebben a kdrd~skdrben. 

IDOTARTAM, MEGUJITA'S ES FELNIONDLAS 

A Iegt6bb szerz6d~s meghati-ozza az dvek szdAt, mely id6tartamn alatt az Mizet 
m~k6dtethet6. Ennek letelt~veI az Miet mtikbdtetds~nek joga 6s enged~1ye megszanik. Sok 
szerz6dds kfnmJ jogot a megiijitdsra is, mi~1ta1 az dtvev6 meghosszahbfthatja a szerz6d~s 
id6ta-tamrit. Vizsg Jja meg, milyen felt~teleket tartalmaz a szerz6d~s a felmonddsra vagy
megi~jitAsra vonatkoz6an. Milyen felt~telekkel lehet megiijitani a szerz6d~st? Milyen feltdtelekkel 
6s milyen hatlrid6vel mondhatja fel On, mint franchise Atvev6 a szerz6d~st, ha ez egy~1taldn 
Iehets6ges? 

VERSENY AZ ATADOVAL 

Sz~mos franchise szerz6d6s korldtozza az dtvev6t abban, hogy a szerz6d6s fenn~I1sa 
alatt m~sik iizleti tev~kenysdget vagy vd1Ialkozdst folytasson, amely az dtad6 rendszer~veI 
versenyben 911. A szerz6d~s intdzkedhet ilyen tev~kenys~g korlitozdsdir6l a szerz6dds lejdrta utAn 
is, bizonyos terfiletre 6s bizonyos id6tartamra vonatkoz6an. Ellen6rizze a szerz6d6si felt~teleket 
e tekintetben is, 6s konzultlijon figyv&Ijdvel. Nem minden "verseny ellenes" korIdtoz~s 
drv~nyesithet6. 

A SZER6DJtS 

Vonja be figyv6dj~t a franchise szerz6d~s, valamennyi kapcsol6d6 b6rleti szerz6d~s, 
a berendez~sek visi-l1ra ds a finanszfroz~sra vonatkoz6 dokumentum vizsg~IatAba, miel6tt 
b~.rmelyiket is alfrnd. 
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NEMZETKOZI FRANCHISE 

Amikor az Atad6 ktilf6ldre ajlnl franchise rendszert, dltalIban a k6vetkez6k6pp jir el: 

9 "teriiletfejleszt6si szerz6d6.st" kfnil (pl. a jogot 6s k6telezetts6get a rendszer 
elteresztsdre a teljes terileten, egy megadott szdmd iet 16tesftdsdvel), vagy 

• "mesterlicenc-et" ad At (p]. a jogot az adott terfileten bizonyos szAmt tovdbbi 
szerz6d6ses partner kivdlasztAsra 6s a veliik val6 szerz6d6sre. Ebben az esetben a mesterlicenc 
tulajdonosa az adott terileten a franchise itad6 szerepdt t6lti be.), vagy 

o mindkett6t. 

Ezek a viltozatok olyan krtilm6nyeket teremthetnek, amelyek magukban vdve is 
rendkfvl gondos tanulmdnyozAst ig6nyelnek, de az el6z6ekben emlftett alapelvek itt is 
v ltozatlanul 6rv6nyesek. 

KOVETKEZTETtSEK 

Els6 pillantAsra a franchise igen 6sszetett iizleti ajdnlatnak ttinhet. Gondos 
tanulmAnyoz.Assal 6s tapasztalt franchise taiiAcsad6 segfts6g6vel azonban a j6vend6beli magyar
v;illalkoz6k is k6nnyen felismerhetik er6ssdgdt ds el6nyeit - mint ahogy tdbb. mint 150 orszAg
izletemberei 6s befektet6i teszik ezt szerte a vilAgon. 
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BEVEZETI8S A FRANCHISE FOGALMABA 

Ndhdny alapvet6 k6rdds m.:gvlaszoldsa 

Kdrd~s: Mit drtiink "franchise" alatt? 
Vilasz: A franchise marketing mddszer, melynek c61ja termdkek forgalmazdsa,

illetve szolgdihatisok nytijtsa. A franchise 16nyeg6ben vdve kdt r6sztvev6 (vagy k6t 
c6g) - a franchise iitad6 6s a franchise itvev6 - kbz6tt h6trejbvd kapcsolatot jelent, 
j6llehet - s ez kil6ndskdppen igaz orszighatdrokat ttill6p6 franchise gyakorlatra - a 
franchise keretein beliil 6sszetett konstrukci6k, mint p61diul "tertileti" franchise, 
"master" franchise (kdtszinti rnegillapodds egy franchise "tovibbadM" 
k6zbeiktatsdval) is kialakulhatnak. A franchise az 6rikesft~s k6t,hagyomnyosabbnak 
szimft6 megk6ze1ftds6n - a munk,1tat6i (1) 6s a viszontelad6i (2) viszonyon - tl egy 
harmadik megoldist kfnil a rdsztvev6 felek tejes fiiggetlens6ge mellett.
 

K.: Mi lenne erre egy j6 p6lda?
 
V.: Egy kiterjedt gyorsdtkeztet6 (fast-food) hi6zat. A ,ilg szimos 

orszdigzban van jelen, s ha kbzelebbr6l megn6zzuk, azt tapasztaljuk, hogy az 
alapviszony mindig ugyanaz: egy anyavillalat (a franchise dtadd) valamint Uizletek ezrei, 
amelyek mindegyike a franchise ditad6val k6zvetlen kapcsolatban ,i16 egy-egy 
franchise ,.tvev6 tulajdon1.ban van; esetleg egy tulajdonos mtikbdtet t6bb izletet, vagy 
egy franchise tov1.bbad6 valamelvik franchise zitvev6je a tulajdonos. Birhogyan is , az 
ely v1iltozadanul ugyanolyan egyszerd. 

K.: Milyen tdnyez6k kdlbnbbztetik meg a franchise-t mAs dzleti formkt6l? 
V.: A franchise-nak h1rom jellemzdje van: 

- egy mdsik szemdly birtokdban Iev6 vddjegy has zndlata; 
- bizonyos foki timogats, illetve bizonyos m~rt6ktG ellen6rzds; 
- a vddjegy haszn1.l6ja a vddjegy tulajdonosdnak pdnzt fizet 

jendserint jogdfj, vagy egydb dfj form1.jdban).
 
K.: Midrt eldnybs a franchise?
 
V.: A franchise haszna a franchise 1tad6 szi1m.ra abban 
 .11, hogy a franchise 

dtvev6"k befektet6sdn 6s tev6kenysdgdn keresztiil Inyegesen gyorsabban tudja nbvelni a 
forgalmdt, mintha kizdr6lag csak saj.t pdnzbgyi 6s humdn erdforr1saira lenne kdnytelen 
tdmaszkodni. A franchise 1tvev6 sz.mda-a pedig az eldny abb6l fakad, hogy a franchise 
Inyegesen megnbveli Uizietiaz siker esd1yeit. A fran..hise d.tvev6 sajdt indul6 
v.11a1kozsd.t a franchise dtad6 mdr j61 bevlt m6dszerdvel t1.rsftja, valamint 61vezi a 
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franchise ,tad6val va16 egyittmtikbddsbo-I szdirmaz6 tartds eldny'oket: v6djegyhasznilat, 
term6k-design, ktpzds, timogatzis a v.11alkozis mt'ik6dtet6s6ben, segfts6gnyfijtds a 
reklrn tertiletdn, kedvez6 beszerzdsi feltdelek s egy6b tdimogatds. 

K.: Sikeres tizleti forma a franchise? 
V.: A franchise-t minden iddk legsikeresebb marketing m6dszerdnek tartjdk. 

(me ndhdnv adat az EgyesUlt Allamokb6l:
 
- Az USA teijes kiskereskedeini forgalm.inak tbbb, mint 35%-a
 

a franchise rendszerben val6sul meg. 
- A rendszer bsszforgalma 1991-ben el6rte a 758 milliird dollirt. 
- A franchise rendszer-d villalkozdisok sikeress ge messze 

meghaladja az egy6b fNggetlen kisvdI1lalkozzisokdt. 
- A franchise rendszer mintegy 60 izletigra terjed ki a 

kbnyvvitelt61 a testsilvmrsig 6s a f61oglalkoztatottak 

szdma meghaladja a 7,2 milli6 f6t. 
- Egy, a :,bzelmtltban v-gzett Gallup felm~rds szerint a 

franchise itvcv6k megeldgedetts6gi mutat6ja ,iltaliban v6ve 
magas. Ha tijrakezdend, a megkdrdezettek hdromnegyede ismdt 
ugyanabba a franchise villalkozzisba fektetne be 6s majdnem a 
fele "nagyon sikeresnek" nevezte vdllalkozzist.
 

Egyre tbbb orszdgban tapasztalhat6 hason16 tendencia. Mivel a franchise mindinkdbb
 
nemzetkbzi jelensegg6 vdlik, fgy a jelenlegi irdnyzat er6sbd6se vd.rhat6.
 

Franchise Kelet-Eur6pban 

A franchise fontos eszk6ze lehet a kozdp- s kelet-eur6pai privatizdci6s folyamatoknak,
 
ugyanis a fejlett orszigokban a franchise-t mint kereskedelmi m6dszert tartjdik szdmon.
 
A franchise-nak 
 - ha nem is legfontosabb, de mindenk6ppen legk6zenfekv6bb ­
szerepe, hogy a nyugati franchise rendszerek megjelends6vel el6segftse 6j iruk, 
szolgdltatisok 6s m6dszerek bevezetdset a kelet-eur6pai piacokon. Ez el6mozdftja 
ezeknek a tdirsadalmaknak a nemzetk6zi gazdasdgba val6 integrd16dzisdt, hiszen
 
nemcsak n~veli 
 a kereskedelmi forgalmat 6s a beruhzdisokat, hanem egyittal 
megteremti a nyugati orszzigokkal val6 kereskedelii kapcsolatok viszonylag gyors 6s 
gazdasigos b6vildsdnek a lehet6s6g6t. A franchise egytittal a hazai vdillalkozfisok 
fejilesztdsdnek iseszkbze lehet. 
A franchise mds fontos el6nyoket is kfndl Kbz6p- ds Kelet-Eur6pa szdm6_ra. A magyar, 
lengyel ds csehszlovdk vagyoniigynoks6gek egyardnt 6rdekl6ddst mutattak zillami 
v.dllalatok franchise m6dszerekkel tortdn6 privatizici6ja irint, met a franchise az izleti 
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kapcsolatok vonz6 formdjdt kfndilja, valamint modellt nytilt az ~ilami villalatok 
privatizdildsdhoz is. Gyorsan hat6 orvossig az elgtelen elosztdisi rendszerre,
megkbnnyfti a sajzit erdb61 tbrtdn6 vdallalkozzdst ds kil6nleges el6ny6ket kfn il akis ds 
kbzepes ipari ds kereskedelmi c~gek szdmdra. 

A franchise szdles kbnrI alkalmazdsa 

A franchise az dzletd.gak igen tdg k6r~ben alkalmazhat6 eljirds. Mindinkdbb 
bebizonvosodik, hogy a franchise olyan m6dszer, amely szinte korlitlan szd.mu
termk- s szolgdiltatisfajta esetdben alkalmazhat6. Az alibbi fobb kdrddsek alapjdn
eldbnthet6, hogy egy termrk, vagy egy szolg"iltatis hat6konyan vonhat6-e be a 
franchise rendszerbe. 

1. Van-e a term6knek megfelel6 nagysdigti piaca, arni 6rdemessd teszi egy drt~kesit~si 
egysdgekb6l d116 hil6zat vagy hinc kialakfatst? 

Amennyiben nincs, a franchise kdrddse fel sem meriil. 

2. Megfelel6 keresletet fcltdtelezve az adott termk, vagy szolgiltatds irint, sziiks6g 
van-e olyan nagyszimti r&kesftsi egys~gre, melyet mdir neh~z a kbzponti vdillalat 
alkalmazottaival mjkddtetni? 

Ha nincs elegend6, tertiletileg megfelel6en szdtsz6rt 6rt6kesft6si egysdg, 
akkor c6lszeri a viIalkozdst digy mdkbdtetni, hogy sziiks6g szerint 
alkalmazottakat veszunk fel, elbocsdtunk, vagy egy viszonylag szuk teriileten 
bell egyik helyrol a misikra .thelyezink. 

3. Az els6 k6t krit6rium teljesUlse eset6n tovbbi k6rd6s, hogy a folytatand6
vdllalkozis minden egyes 6rt~kesft si egysdgndl vonz6 mennyis6gii profitot kfnil-e az

egydni villalkoz6nak, 
valamint elegend6 tdbbletjvedelmet biztosft-e ahhoz, hogy
megfizethesse a franchise dtad6t a franchise tizet sikerdhez val6 hozzdjdrulisi6rt. 

4. Vajon az informici6, a know-how ds a szakmai tanicsaddis jellegkndl fogva
viszonylag kdnnyen dtadhat6k-e, illerve nem kfvdnnak-e meg a franchise dtvev6tol 
kiilfnleges kdpzettsdget, vagy nem igdnyelnek-e magas mdszaki felszerelts6get? 
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5. A k~pzds, az informdci6dtadds ds a tandcsadds megval6sfthat6-e egyszerre
viszonylag nagy szanui drtdkesftdsi egys~g szdmira, 6s nem kelI-e egyenkdnt, 

6tkesftdsi egys~genkdnt eiv~gezni? 

Ha a kdpzds 6s az inforrnici6dtadcjs csak egysdgenkdnt rtirtdnhet, a "minden 
egys~gndl azonos mdikbddsi elv"-bo-1 szdrmaz6 hatdkonys~gtbbet Idnyegdben 
elveszi.k. 

Mindezek esetieg nehezen teljesfthet6 kbvetelndnyeknek hangzanak, de gondoijuk csak
el, hogy a forgalmazotjavak ds szolg Utatdsok igen jelentds h~nyada pontosan ezeknek 
az elvlrdsoknak tesz eleget. ppen ezdrt mgikbdik oly sok vdllalkozds franchise 
rendszerben ds tevdkenysdgiiket igen jelent(5s fizIed sikerrel folytatjRk. 

Afranchise ds a priVati74ci6 

K~rd~s: Alkalmazhat6-e a franchise intdzmdnye az Aliami tulajdonti
vllalatok privatiz:dci6j~ban? 

Vdlasz: Terrndszetesen igen. Az Miamni tulajdonii vdllalatok 
privatizdci6jdndl haszndlt m6dszerek (az dliami tulajdon drtdkesi'tdse egyedi vev6
rdszdre, a vdllalat rdszegys~genkdnti drtdkesftdse, pr-ivatizdci6s jegy, vagy mds - a 
tulajdondin-uhdz~s c~Ijdib6I alkalmazott - egydb form6.k) mindegyike bizonyos hdaIrinnyaI
jdr. Egyik esetben sem eldg hangstilyos a val6di cd1 miszerint az 6tkesfts utdn
l~trejbiv6 vdMlalkozdsnak nyeresdgesnek kell lennie. Egyik m6dszer sem teremnt 6j
lehet(5sdgeket a kisvdi1Ialkozdsok szdmdra, pedig ez-re Magyarorszdgnak igen nagy
sziiksdge lenne. A franchise m6dszer megolddst kfndl sok privatiz~ci6s probldmdra,

ugyanakkor el(5segffi 
a tulajdon hazai k~zben va16 maradl~sdt.
 

K.: Alkalmazhat6-e a franchise az 
Miamni, bakormlnyzati ds szolgdltat6i

szektor privatizdMsdhoz?
 

V.: FeltdtlenijI. A legtbbb Milami szolgdltatdst (akdr orszdgos, 
 akdr 
onkormdnyzati szinten) a magdinvdiaikoz6i szf~ra hat~konyabban k~pes elvdgezni.
Vannak azonban olyan teriletek, ahol az alapvet6 szolgdltatdsok megfelel6 biztosfrdsa 
drdekdben elengedhetetlen az dliam ellen6rz6-szabdlyz6 szerepe. A franchise aikamas 
m6dszer az Aliami szolgdltatdisok privatizdci6jdhoz, s egyberi folyamnatos bevdtelt is 
jelent az brnkortminyzatoknak. 



Az EgyesUlt Allamok Nemzetkdzi Fejlesztdsek Hivatala 
finanszfrozdsdban 

a Deloitte&Touche ds az EastEuropeLaw 
egyedUlll6 franchise vd1lalkozdsa 

K6z6p- ds Kelet-Eur6pdban 

Az Egyesilt Allamok Nemzetkbzi Fejleszt6sek Hivatala (A.I.D.)egyedii116 p6nzdgyi juttatisban rdszesftette a Deloitte ToucheInternational 6s az EastEuropeLaw, Ltd. cdgeket a franchiseint~zm6nydnek elterjeszt6se c61jib61. A tervezet Kbzdp- 6s Kelet-Eur6paviltoz6 gazdasigaiban a franchise-t (6igy is,mint vilalkozdisi m6dszert 6s 6igyis, mint privatizici6s eszk6zt) helyezi a kbzdppontba. A projektpdrhuzamosan Magyarorszigon 6s az Egyestilt Allamokban a mai nappal
veszi kezdet6t. 

Az EastEuropeLaw, Ltd. fUggetlen amerikai 6s angol Ugyv6dek 6siigyv~di iroddk munkakbzbssdge. Mjkbddsi tertilettik felleli az dij kozdp- 6skelet-eur6pai piacok irint 6rdekl6d6 franchise dtad6k, illetve egy6b tizIetivdllalkozdsok, valamint a helyi villalatok 6s ,11ami szervek r6sz6re nytijtotttmogatist 6s tanicsadast. 

A vllalkozds hirom alapvet6 c61ja a kbvetkez6: 

1. Elm6lyfteni az Aillami 6s villalkoz6i szervek ismeret6t a franchise­r61 Magyarorsz.gon, timogatni a helyi franchise vI1alkozdsok fejl6d6s6t,valamint bemutatni a franchise el6nyeit a kisvillalkoz6i szektorban 6s aprivatiz~ci6s folyarnatban. 

2. Magyarorszigi piaci informfci6kkal litni el az amerikai franchisekbzoss6get 6s 6rdekeltt6 tenni egyes amerikai franchise vd.lalatokat Uizletitev6kenys6gfik Magyarorsz.gra val6 kiterjeszt6s6ben. 

3. Elm6lyfteni az amerikai 6s a magyar p6nztigyi int6zm6nyekismereteit a magyarorszdgi franchise befektet6sek p6nztigyi el6nyeir6l. 



Az alkalmazand6 m6dszerek tbbbek k~izbtt magukban foglaljdk 

- el6addsok tartisdt az amerikai 6s magyarorszdgi talilkoz6kon, 

- konferencidk 6s munkacsoportok szervez6s~t Budapesten 6s mis 
vdrosokban, 

- piaci inform.ci6k bsszeillftdsit 6s 

- taldlkoz6k szervez6s6t amerikai vllalatok 6s leend6 
magyarorszdigi franchise dtvevo-k kbz6tt. 

"A franchise KJzdp- 6s Kelet-Eur6pdban: Magyarorszdg"
n~vvel indul6 projekt megval6sftdsit az EastEuropeLaw, Ltd., Budapest kapta
feladatiul. Felel6s vezet6k~nt Philip F. Zeidman tir, az EastEuropeLaw, Ltd.,
valamint a Brownstein Zeidman and Lore washingtoni tigyv~di iroda 
trrsalapft6ja lett megbfzva. 

A Deloitte Touche International nemzetk6zi kbnyvvizsgdl6 6s tizleti
tandcsad6 c6g a k6z6p- 6s kelet-eur6pai A.I.D. program egyik f6 vdllalkoz6ja.
A Deloitte a franchise projekthez adminisztrici6s hitter6nek biztosftisdval 
jdirul hozzd. 

David Cowles ir, az Amerikai Egyestilt Allamok budapesti
nagyk6vets~g~nek A.I.D. k~pvisel6je a k6vetkez6ket nyilatkozta a 
tervezetr6l: "Megtiszteltet6snek vessztik, hogy csatlakozhatunk a franchise 
tertilet6n az elmillt 25 6vben vilgszerte tev6kenvked6 szakemberekhez annak
6rdek~ben, hogy segfts6get nytjtsunk a leend6 vdillalkoz6knak Kiz6p- es 
Kelet-Eur6pa dj trsadalmainak egyik legfg6retesebb orszdgdban. Meg
vagyunk gy6z6dve arr6l, hogy a franchise komoly el6nyoket nydijthat
Magyarorsz.gnak 6s a t6rsfg t6bbi orsz~gdnak privatizici6s c61jaik
elr6s~ben, a befektet6sek el6mozdftdsgban 6s a kisvllalkozdsok 
fejleszt~sfben." 

Philip F. Zeidman Kovdcs TamsBrownstein Zeidmann and Lore EastEuropeLaw, Ltd.Washington, D.C. BudapestTelefon: (202) 879-5730 Telefon: 266-4979Fax: (202) 879-5773 Fax:266-6360 



Kovacs, Tamas
 
EastEuropeLaw, Ltd.
 
Tele: 361-266-4979
 
Fax: 361-266-6360
 

Philip F. Zeidman 
Brownstei nZeidman and Lore 

Washington D.C. 
I'ele: (202) 879-5730 
Fax: (202) 879-5773 

Egyeduilill6 franchise villalkoza's Kelet­
es Kiozep-Eur6pdban 

Az Egyesiilt Allamok Nemzetk6zi Fejleszt6sek Hivatala (A.I.D.) egy egyedulill6 pdnziigyijuttatdsban rdszesftette a Deloitte Touche International ds az EastEuropeLaw, Ltd. cdgeket afranchise int6zm6nydnek elterjeszt6se cljib61. A tervezct K6zdp- ds Kelet-Eur6pa vdltoz6gazdasigaiban a franchise-t (tigy is,mint villalkozisi m6dszert ds tigy is,mint privatizdici6s eszk6zt)helyezi a kbzdppontba. A projekt pdrhuzamosan Magyarorszigon ds az EgyesIlt Allamokban a mai
nappal veszi kezdetdt. 

Az EastEuropeLaw, Ltd. fiiggetlen amerikai ds angol ugyvddek ds digyvddi iroddkmunkak6z6ssdge. Muik6ddsi terifletfik fel6Ieli az dj K6zdp- 6s Kelet-Eur6pai piacok irint 6rdekl6d6franchise-ad6k, illetve egydb iizleti vilalkozisok, valamint a helyi villalatok ds dilami szervek
rdszdrc nytijtott t trnogatdst ds tandcsaddst. 

A villalkozds hdrom alapvet6 cd1ja a k6vetkez6: 

1. Elmdlyfteni az illami ds vdllalkoz6i szcrvek ismeretdt a franchise-r61 MagyarorszAgon,tdmogatni a helyi franchise villalkozsok fejIl6ddsdt, valamint bemutatni a franchise el6nyeit akisvllalkoz6i szektorban ds a privatizici6s folyamatban. 

2. Magyarorszigi piaci informdci6kkal litni el az amerikai franchise kdz6ssdget dsdrdekelttd tenni ajellegzetes amerikai franchise vllalatokat Uzleti tevdkenysdgdk Magyarorszdgra
va16 kiterjesztdsdben. 

3. Elmd1yfteni az amerikai ds a magyar pdnzdigyi intdzmdnyek
ismereteit a magyarorszigi franchise befektetdsek pnzfigyi cl6nyeir6l. 



EASTEUROPELAw. Ltd. 

Questionnaire Prepared and Distributed
 

to Attendees, OTP and Agrobank Meetings
 



COMPANY QU ONNR CONFqD]NT1AL
 

The sponsors of this program appreciate your interest in the unique informationpresented today - on the basic concept of franchising, franchise finance, privatization andfranchising's potential as a privatization vehicle.
 

We will be doing 
more work and holding additional meetingsPlease help us 	 over the coming months.by answering 	the following questions: 

1. Name of your company 

2. Your name and title 

3. If not 	the same, name of chief executive officer 

4. Address: 

5: Telephone Number: 

6: Telefax 	Number: 

7. Is your company-
A. A franchisor 
R. A franchisee of a Hungarian or American companyC. A supplier to a franchised network
D. A state-owned companyE. Other (please describe: 

8. Does your interest in today's program arise fromA. Your interest in franchising your own businessB. Your interest in becoming a franchiseC. 	 of a U.S. or other franchisorYour interest 	in becoming a supplier of goods and services to a franchisor 
or franchiseeD. 	 Your interest in using franchising as method of privatizing state-owned 
company with which you are associated 

9. Would you be interested in a further, and perhaps smaller, meeting to discuss howfranchising can help your 	business expand? Ifso, picase fill out the information on the reverse side. 



If you answered "yes" to any portion of Question 7, please provide information about yourcompany, including nature of business, approximate revenue in 1992, and any other information 
you think relevant. 

If you answered "yes" to any portion of Question 8, please provide information about why youthink franchising could be used effectively by you or your company; and, in the case of 7A or7B the approximate amount of investment you or your company is prepared to make. 

If you have any questions that the program did not answer, please call either Laszlo Torok atOTP, Budapest, (Thle: 3 6 1-269 -1685/Fax: 361-132-0909); or Philip F. Zeidman or TamasKovacs at East!EropeLaw, Ltd., Budapest, (Tele: 36 1-266-4979/Fax: 361-266-6360). 

Thank you for being with us today and for your help. 

8407 



EASTEUROPELAw. Ltd. 

Burger King (United Kingdom)
 

Golden Corral Restaurants
 

Sir Speedy, Inc.
 

Harvard Capital Corp.
 

I Can't Believe It's Yogurt!
 

International Catalogue Enterprises
 

Ziebart International
 

Fastfrakne USA
 

The Dwyer Group
 



EASTEUROPELAw. Ltd. 

Letter Sent to U.S. Franchisors Attending
 

February 1993 Convention of
 

International Franchise Association
 



EASTEUROPELAw. Ltd.
 

As an element of EastEuropeLaw's outreach in the United States, 

approximately 600 copies of a letter about this project was sent to 
members of the International Franchise Association prior to the IFA's 

convention in February 1993. The letter alerting them to various 

events associated with the contract and specifically to the presentation 

by Dr. Istvan Kiss, head of the Hungarian Franchise Association at the 

conventions. A copy of that letter is attached, as well as companies 

that requested further information on the Hungarian market after the 

seminar. 

Itf
 



EASTEUROPELAw, Ltd. Affiliaton 
Eat-Wes usr. Canr 

BROWNSTEiN ZDMAN AND LORERhkca ut 1-3.1088 BUda1.3. 
Hungay 1401 New York Avenue. N.W. 

Suite 900 
Tam~s Kovcs Wasrnwn. D.C. 20006 

Tebephone: (3&1) 
Philip F. Zeidman, P.C.

T fax (31 - 26 -63Tele pon : (202 870-730 
TeefW=c (2021 870-6773

January 19, 1993 
 (202) 879-5730
 

We have in the past had the occasion to discuss with one
another the creation of EastEaropeLaw, Ltd., 
and our work in the
field of franchising and other related techniques of
distribution. We at EastEuropeLaw ("EEL") believe that
franchising has valuable qualities to offer to 
the Hungarian
economy; and, conversely, that the market will be an important
one 
for U.S. and other international franchisors. 
 Finally, we
are convinced that franchising can be a tool both for the
development of indigenous Hungarian companies, to expand their
businesses, and for the privatization of state-owned enterprises

through franchising.
 

Now I am pleased to enclose a press release which describes
an extraordinary new venture: 
 a grant from the U.S. Agency for
International Development 
(,,A.I.D. "), to promote franchising in
Hungary. 
The grant represents the first time any governmental
agency in the United States has supported a program supporting
franchising, in the United States or elsewhere.
 

We are gratified that the U.S. Government has now provided
support for our e:fforts through this grant. 
One of the first
initiates we will take pursuant to the grant is a program to be
held in Budapest on January 26, 
on the subject of "Franchising:
New Opportunities in a New Market" and on January 27, 
on the
subject of "Franchising and the Foodservice Industry". You
should shortly be receiving an announcement of the programs.
 

We hope you will attend the program; and that, in any event,
we will have the opportunity to discuss further with you how we
may be able to be of assistance to you. 
In the meantime, and
with kindest regards, I am
 

Sincerely,
 

Philip F. Zeidman
 

Enclosure
 
PFZ:985S/986 I :kc 

cc: Tamas Kovacs
 

Franchising in Central and Eastern Europe: Hungary 
A franchise project of EastEuropeLaw, Ltd.Funded by the U.S. Agency for International Develoipent 
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Franchising in Hungary 
A short introduction to the Hungarian franchise market 
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Secretary General
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1. Countries in transition in Eastern Central Europe 

The region 

"Central Europe today is like America in the 1930s and Britain in the 1950s," says Mr.John Lindquist, a consumer industry specialist with the Boston Consulting Group."There is a golden opportunity to establish brands and strong market franchises from 
scratch." [Jonqui~res] 

The region which is referred to is the area of the former European CMEA memberstates: Poland, Czechoslovakia (recently separeted establishing two independent 
republics), Hungary, 
Romania, Bulgaria and in 
principle the f ormer 
German Democratic 
Republic (now part of the 
re-emerged Germany). 

"Uptil now Hungary has 
TO,€,a been the favourite 

-.-ak destination for foreign 
investors ...This is due both 
to much small investment 
by private Austrian, 
German, French and Italian 
entrepreneurs and to big 
investments by General 
Motors, Suzuki, Ford and 
other multinationals such as 
Electrolux as well as the bigEastern Central Europe food, tobacco and consumer 
goods companies. All have 
been looking for new low­cost production centres and new outlets for their branded products. 

In terms of market potencial, however, Poland, with nearly 40m people, Romaniawith 23m and the more distant but larger Ukraine with 52m are much more populous
than Hungary, Bulgaria and the Czech lands with around 10m people each or Slovakia 
with under 5m. 

But decisions on where to locate to serve these new markets could well be affected bymoves underfoot to revive trade between these countries and especially between the 
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so-called "Visegrad three" of Hungary, Poland and both the (newly separeted] Czech 
and Slovak republics. 

The Visegrad three [four] are exploring the feasibility of creating a free trade area 
offering a market of nearly 70m people." [Robinson] 

Hungary 

In the year 1000, Stephen (later Saint Stephen) was crowned Hungary's first king with 
a crown sent by the Pope. King Stephen converted his nation to Christianity,
established a state, and instituted the country's first code of laws. 

The present form of the Republic of Hungary was established on October 23, 1989
with the adoption of a new Constitution, creating an independent and democratic state
ruled by law. The form of government is a multi-party democracy in which power
resides with the citizens who freely elect their representatives to Parliament, the 
supreme governing body of the state. Parliament elects the President of the Repubic,
who is head of state and commander-in-chief of the armed forces. The Prime 
Minister, also elected by Parliament, heads the Government. Parliament elects the 
members of the Constitutional Court. 

Hungary is clearly the success story of today's Europe. Even before the fundamental 
political changes in 1989, the Hungarian government had introduced tax reforms, a
legal framework for private business investijint, and laws for company formation,
providing Hungary with an early lead in developing a market-based economic 
infrastructure. Increasing both foreign and domestic investment is a cornerstone of 
the Hungarian government's economic programme. 

More than USD 4 billion has been invested during this period of transition,
representing 60% of total foreign investment in the former European CMEA member 
states. United States companies have contributed the largest amount of foreign
capital, investing almost USD 2,2 billion. Hungary makes it easy for investors to
establish companies. A company may engage in any kind of activity - production, 
commerce, or service - and at any level. In addition, its tax laws offer significant

incentives for companies to invest in key industries. The private sector already

generates about half the nation's gross national product, according to some estimates.
 

The situation in this respect is characterized by Neil Haines of Coopers & Lybrand as
follows: "There's a framework that allows you to do anything. Everything is possible,
but it takes just that little bit more effort than.yu might expect somewhere else.'...
We've taken the decision to invest in this country. A large number of our international 
client have done the same." 

Hungary and the United States are negotiating a comprehensive trade and investment 
agreement. In 1989, Hungary became eligible for the U.S. Generalised System of
Preferences programme. As a result, more than USD 150 million worth of Hungarian
exports entered the U.S. duty-free in 1991. In September 1991, the U.S. increased the 
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quota for Hungarian textile and apparel exports. Hungary has been granted most­
favoured nation status by the United States. The United States has provided Hungary
with technical assistance and funding through various programmes. In 1991, Hungary 
was the leading recipient of U.S. Trade and Development Program grants, garnering
USD 4.3 million to finance feasibility studies for a wide range of infrastructural 
projects. The Hungarian-American Enterprise Fund (capitalised at USD 60 million)
provides loans to small and medium-sized entrepreneurs. Finally, the U.S. Agency for 
International Development has provided technical assistanc: in the form of long-term
advisors and training and among other programmes has awarded a grant to
EastEuropeLaw Ltd to promote the development of franchising. The project, focusing
on franchising both as an entrepeneurial tool and as a vehicle for privatization in the 
changing economies of Central and Eastern Europe, started in Hungary recently, with 
parallel activities in the US. 

Major cities in Hungary 

Szkesfcervr* Budapest . 

-5­



2. American companies in Hungary 

General 

"We've invested $100m into Hungary, we've been on budget, we've been on time, it's
been a real succes story" says Don Allen of Ford Hungaria. So have done several other 
US companies just listing some of them below: 

MAJOR U.S. JOINT VENTURES IN HUNGARY
 
Ranked by Total Investment
 

Company name j Non-Hungarian owner(s)
 
Tungsram Co. Ltd. 
 General Electric, 75% I share
 
General Motors Hungary General Motors
 

(Adam Opel AG GM Austria
 
65%) 

Westel Radio Telephone Ltd. US WEST Inc. 49%
 
Citibank Budapest Rt. Citibank Overseas Invest Corp.,
 
___80% 

First American Hungarian American Intl. Group (AIG), 88%
 
Insurance Co. (AHICO)
 
Duna Elektronika Rt. Donasphere Ltd. 51%, HAEF 15%,
 

MicroAge 7,5%, Dallas Inter­
trade 6,5% 

Dun and Bradstreet Hungfiria Dun and Bradstreet Intl., 51% 
Ltd. 
Holstein Genetika Kft. World-Wide Sires, Inc., 26% 
Aeroplex of Central Europe Lockheed Aircraft Serv. Intl., 
Ltd. 50% 
Alkoa-K6f~m Kft. Alcoa Intl. Holdings Co., 50,1% 
Chemol Trading Ltd. Co. Great Lakes Trading Co., 78% 

Source: BUDAPEST BUSINESS JOURNAL 
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Franchise 

The big American names in franchising are also in Hungary. Just mentioning some of 
them: 

Alphagraphic 
BCA 
Avis, Budget ar.d other Rent-A-Car companies
 
Burger King
 
Ceiling Doctor
 
Computerland
 
Dairy Queen
 
Dunkin Donut
 
Hilton and other hotel chains
 
KFC
 
McDonald's
 
MicrbAge
 
Pizza Hut
 
Rank XEROX is also franchising in Hungary
 

Others are preparing to come like: 

ICBY
 
Leros
 
Rent-A-Wreck
 
Seamatic
 
TCBY
 

Case 1.- Hemingway Holding 

George Hemingway, a Hungarian born Californian businessman (a former franchise
attorney) came to Hungary for investing in the late 80s.He actively participated in the
first programmes of privatization and bought parts of chains. He established his own
consulting 
 firms in Hungary and the Hemingway Holding AG in Vienna. Then he
signed master licence agreements with The Dunkin' Donut, KFC, and Pizza Hut, for
which tradenames established three limited companies 
 in Hungary running

development programmes.
 

In the meanwhile "EurAmerika Investment Company, a subsidiary of the Hungarian-
American Enterprice Foundation has begun operations in Hungary. Enjoying thesupport of the United States Administration, the company athad its disposal 60million dollars for a three-year period. It has spent USD 40 million.The company willoperate as if it were an investment bank, financing chiefly trade operations doingprivatization counselling, and advising investors. Direct investments in Hungarian
firms are also on the agenda. 
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EurAmerica already has a number of important commissions. It participated in the 
foundation of the Central European Franchise Group, a Hemingway Holding 
subsidiary, which plans to expand Pizza Hut and Kentcucky Friend Chicken into fast­
food chains in Hungary." [Her#9] 

Case 2."BurgerKing 

Fusion Investments Company Ltd. (Budapest) bought the master franchise right of 
Burger King. Fusion's first two Burger King outlets in Budapest were immediately 
successful. The company projects operating profits of almost $1million for 1992 with 
rapid growth there-after as other outlets are opened. This initial success allowed 
Fusion to purchase the Burger King franchise in the Czech Republic. In order to 
finance its new Burger King franchise for Czechoslovakia Fusion raised new money 
from the European Bank for Reconstruction and Development. EBRD's valuation 
showed an increased value in HIC's holding. 

HIC (Hungarian Investment Co. Ltd.) is a closed end investment company which was 
registered in January 1990. The Fund offers investors a "pure play" in Hungary. It 
invests exclusively in Hungarian companies, government securities and Hungarian­
related companies. Investors, including individual investors of any nationality, may 
buy shares on the London Stock Exchange. The price is quoted daily in pounds 
sterling in the Financial Tunes under "FT Managed Funds Service, Jersey 
(Regulated)". [Source: Budapest Business Journal] 
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3. Conditions of franchising in Hungary 

Economy 

After a three-year period of declining GDP, with a 9 percent drop in 1991, Hungaryexpects to generate a I to 2 percent growth for 1992, followed by continued increaseseach year. Industrial production in the state-owned sector has decreased steadily since
1989. At the same time, production in the rapidly expanding private sector continues 
to climb, offsetting these losses. Furthermore, since official statistics do not yetrecord the productive contributions of enterprises with less than 50 employees, overall 
production declines tend to be overstated. 

More than 90 percent of all prices have been decontrolled and are determined bymarket forces. The inflation rate . close to 35 percent in 1991 - is forecast to subside to 
single-digits by 1994, 
as the central bank's
 
strict monetary

policies keep inflation
 
under control. As a EE
 
sign of the success of
this anti-inflationary fE E EE 
approach, interest 
rates are also M E M 

2
beginning to drop. E AE soUnemployment will , 

, 

QFie
rise as many state *E EEe casi 
enterprises cease 
operations or 
restructure. However, 
many of those recorded as unemployed have quickly found jobs in foreign joint 

ventures or private industry or 
established their own companies. 

Most of the commercial banks in 
Hungary - following the Hungarian 
National Bank - are reducing their 
deposit and credit rates by an 

Saverage 2-3 percentage points, each 
time. There were three reductions 

_the last year. It was announced that ifdownward trend of inflation 
continues banks will also continue 
lowering their rates. 
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Privatization 

The State Pioperty Agency (SPA) manages Hungary's privatisation process. The 
Hungarian government has transferred ownership of most state enterprises to the 
SPA, which is responsible for selling them. Foreigners are free to bid for partial or 
total uwnership of the state assets for sale. Only in a few areas of strategic 
importance is there any restriction on foreign involvement in privatisation. In practice, 
privatisations are initiated by the SPA, by the investor, or by the management of the 
enterprise. 

In,,estors can submit bids for the purchase of a state-owned company directly to the 
SPA. The SPA evaluates the bid. If acceptable, the state company's management and 
workers vote on the bid. Regardless of the vote's outcome, the SPA has final authority 
and can override any objections, although this has rarely happened. 

The management of Hungarian state enterprises can negotiate their sale directly with 
domestic or foreign buyers. Because of some questionable excesses in which 
managers sold assets at bclow-market prices, the SPA must approve all such 
transactions. Foreign investors should be aware that the Hungarian government is 
concerned that state assets are not scid at bargain prices, as has happened on occasion. 
The SPA retains international audit/accounting firms to perform independent
valuations of state companies offered for sale. These valuations are used as 
benchmarks for evaluating bids. 

Finance 

Hungary currently has signed double taxation trvatier- with the following countries: 
Austria, Australia, Belgium, Brazil, Canada, Cyprus, Denmark, Finland, France, 
Germany, Greece, India, Indonesia, Israel, Italy, Japan, Luxemburg, Malaysia, the 
Netherlands, Norway, South Korea, Spain, Sweden, Switzerland, Thailand, the United 
Kingdom, Uruguay, the United States, and Yugoslavia. 

Market size 

The size of the market can be evaluated from different points of view. We consider 
here three factors influencing the purchasing power: the population, the average 
income and the deposits and the number of foreign visitors. 

Populationdistribution 

In 1990, the populahon of Hungary was 10,375,000. One out of five Hungarians live in 
Budapest, the capital and largest city with more than two million inhabitants. Other 
large cities include Miskolc, Debrecen, Szeged, and P~cs, none of which has more 
than 200,000 residents. In common with many European countries, Hungary is 
experiencing continuing migration of its population to towns and cities. 
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Average income 

According to recent statistics the average income in Hungary is 24.000 HUF based on
the gross average income of the 20 branches tested. The highest value (HUF 40.000) 
was registered in the fields of financial activities and supplementary services. 
Managers gain HUF 100.000 and above. The recent exchange rate is HUF 84 for 1$. 

It has to be noticed that at the same time the housholds' deposits are unexpectedly
high. It isa reserve for rivte investment, which could be mobilized by franchising. 

n~emJ e~~mmi'mEUEPu mhum~ TI~rni.] 
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Foreign visitors 

Thirty-three million foreigners visited Hungary in 1992. Of these 10 million visited
from Germany and Austria alone. Tourists spent more than USD 1billion in Hungary 
in 1991. 

Hungary will host a world exposition, EXPO 1996, in Budapest. This world fair 
expects to attract many foreign exhibitors and an anticipated 12 million visitors.

EXPO 1996 will highlight Hungary's achievements in technology, science and culture,

as 
well as Hungary's total integration into the world economy. Groundbreaking was 
set for October 1992, with approximately one-third of the site allocated to exhibition 
structures, and the remainder for parks, promenades, and open-air exhibition areas. 
EXPO 1996 will be held on a cost-recovery basis, financed mainly from private
investments and concessions. The Hungarian government has earmarked USD 213
million to finance the four-year preparations, plus additional guarantees worth
approximately USD 660 million. Direct related foreign investment is estimated at 
USD 1.6 to 1.8 billion. The event is expected to create 180,000 new employment
opportunities, and the 12 million visitors would add USD 3.5 to 4 billion to Hungary's 
tourism revenues. 
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Legal aspects 

Since the mid-1980s, the Hungarian government has progressively introduced legalreforms designed to create a favourable climate for private enterprise. Central to thisis a simplified process for forming companies. The Companies Act, which wasamended in 1991, and the Act on Foreign Investment allow foreign investors to ownup to 100 percent of a Hungarian company. Establishing a foreign-owned company,even one that is wholly owned, does not require prior approval from the Hungariangovernment. Company formation is based on the principle of freedom of association,i.e., any private individual or corporate entity may form a company or may join an 
existing firm. 

Guaranteesforforeign investors 

Profits earned by investors, their share of proceeds upon liquidation, andproportion due them from a reduction in a 
the 

firm's capital can be repatriated freely in
the currency of the original investment. 

Hungary has bilateral investment-protection agreements with most of the Europeancountries. An investment treaty with the United States isunder negotiation. 

Hungary is a member of the International Court for the Settlement of InvestmentDisputes (ICSID). Guarantees against non-cc-nmercial risks for specific projects canbe obtained from the Multilateral Investment Guarantee Agency of the World Bank,
of which Hungary is a member. 

Hungary is a signatory to the Paris Industrial Property and to the World Intellectual
Property Organisation Conventions. It has signed the Madrid International Agreement
on the Registration of Trademarks, and is a member of the Bern Copyright

Convention.
 

There are no national or other government-regulations applying especially tofranchising in Hungary. But we do not have a "Fair Franchise Bill" or a "FullDisclosure Act" either. We have an Economic Competition Act which does not have 
any direct effect on franchising. 
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4. Methods/organizational forms preferred 

Company-owned operation 

MisterMinit 

Direct franchise 

Austricnfranchisors 

Master franchise agreement 

Ceiling Doctor 

Joint venture 

Case 3: McDonald'sIungary 

Parallel to its strong Western European development, in the middle of the 1980-s 
McDonald's started mapping the Central European markets and made the required 
preparatory steps to break into the market. 

After a long series of negotiations in 1986 they signed a Joint Venture agreement
with the Bibolna Agricultural Co-operative, for the establishment of the Bibolna-
McDonald's Ltd. Construction of the first restaurant started, and was opened with 
great success on the 30th April, 1988. 

McDonald's when planning its market development strategy, planned establishing a
network of 50 restaurants in ten years, which means that 5 new restaurants will be 
opened in the next few years. 

In developing the Hungarian market a classical franchise market has been formed 
where 80% of the shops will be working in the franchise system and only some,
strategically important restaurants shall remain in the company's hand, thus ensuring
training possibilities and certain amount of manager replacement. 
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Presently, in Hungary, 4 out of the 13 restaurants are operating in the franchise 
system (Kispest, Ujpest, Debrecen, Gybr) and until the end of 1993 a further 2 of the 
existing restaurants will be changed to franchise operation. The new restaurants 
opening in the future will almost all be in the franchise system, with the exception of 
only a few. 

The market development strategy described above could not be accomplished on the 
long-term if an adequate supplier's network was not built and developed. 

McDonald's creates its own supplier's network in every country and usually buys 
most of the basic materials on the local market. This policy strengthens the "local" 
characteristic of the company and makes it possible, through certain ccmparative 
advantages to have a European integration in the circle of McDonald's suppliers. 

Hungary's specific agricultural and production characteristics allow it to have 
comparative advantages in the case of most of the raw materials and its potential 
endowments are favourable on the supplier's market. 

The presence of McDonald's and its demands have induced several technological
investments in Hungarian food industry which may have not been realised without 
McDonald's requirements. Only to mention examples of some of the investments: 

- Bibolna Meat Factory 
- FSV (Municipal Bakery) sandwich roll manufacturing automatic line 
- Sliced cheese production, Pdcs 
- Application of "water knife" in the production of french fries in the Cooling 

Factory of Miskolc, 
- Aseptic packaging line in the East-Pest factory of the Budapest Milk 

Industrial Company, 
- Packaged ketchup production at BEKO 

As a result of McDonald's requirements, the formation of local quality control 
systems has started in several companies, which is ve y important from the point of 
view of breaking into and keeping European markets. 

Today a after a great amount of human, and material investment McDonald's 
purchases 95% of the food products within Hungary and many of the food basic 
materials go for export markets depending on the available volume. 

- chicken breast an- "'g fillets, in chicken products manufacture
 
- Big Mac bread i
 
- Frozen french fries
 
- strawberry syrup
 
- tomato paste, ketchup
 
- fermented cucumber 

In 1992 McDonald's bought out its JV partner and now is a 100% company-owned 
foreign entity registered in Hungary 
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5. Franchise suppliers in Hungary 

A wide range of franchise suppliers is available in Hungary both in forms ofHungarian and foreign firms. They cover the fields of legal, financial, marketing,
accounting, educational, executive search and other services. There are already
Hungarian franchise consultants as well. 

Services of the Hungarian Franchise Association 

The Hungarian Franchise Association is a relatively 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 Hungary,
 
- facilitating its acceptance as a sound business opportunity,
 
- helping companies and individuals in finding appropriate franchise partners,
 
- introducing the European Code of Ethics for Franchising.
 

The HFA 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. conferencesand exhibitions. 

The Association's objectives also publishinginclude 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. 

President:Mr. Endre Fazekas, McDonald's Hungary Ltd 

Special committees operating are as follows: 
Ethical committee 
Public relations committee 
Legislative committee 
Editorial boards of different publications/studies (e.g. statistical survey) 

Consortium ofFranchiseConsultants 

Members of the HFA providing franchise consulting services form temporary expert
groups for accomplishing projects for clients on behalf of the HFA. 
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VI. Egy amerikai v~lem6ny a franchising 6s a privatizici6 
kapcsolatfir61 

Nemzetk6zi riditis alapjdin a franchising egy nagyon igiretes technikit kfndi a 
magyar illami villalatok privatizldisdira. Miirt? 

A franchising az elosztis kiemelked6 fomi.jakint kap elismerist viligszerte.
I 

- Naisbitt, a Afegatrendek cimi k6nyv szerz6je szerint 'a franchising a 
legsikeresebb marketing koncepci6, amit valaha is alkottak", 

- a franchising folyamatosan j6 statisztikai mutat6kkal jellemezhet6 a j6
id6szakokban 6s ezeket a mutat6kat gazdasigi visszaesisek peri6dusaiban 
is tartja, 

- a franchising a gazdasigi n6vekedis 6s a foglalkoztatds katalizdtoraknt 
ismert, 

- t6bb mint egy ,vtizeden keresztUl a harmadik, a szolgdtat6
szektorban t6bb munkahelyet teremtett az Egyesiilt Allamokban, 
mint a nehizsigekkel kizd6 termel6i szektor, 

- egyedilkill6 m6don tovAbbi 6izleti lehet6sgeket teremt, 
megsokszorozva a villalkozsi lehet6sigeket, amint egy franchise 
lnc fejl6dik, 

- a viltozsban I'v6 is fejl6d6 gazdasdgok 6s ezen orszzigokon beliil a 
potenciilis ij villalkoz6 jel6lteknek a franchising a segitsig olyan
rendszerszerii cs sziles k6rit kinilja, amely merndveli a siker 
val6sziniisigit,
 
a kisvillalkoz-isok 6sszessigiben a franhcise-ra vonatkoz6 siker
 
ariny messze meghaladja az dij, fi.iggetlen' vilalkozdsok 
miik6dtet6inek mutat6it. 

Sok magyar illami vdllalat struktcirija alkam as arra, hogy a franchising rivin 
alakuljon it. Ez igaz a mdir privatizilt v,6ila tkra, azokra, amelyek jelenleg vannak 
privatizilis alatt 6s azokra is, amelyek esetiben az dilam mig megtartotta
feligyeletit. A franchising a magyar vilialkoz6knak az iizlet gyakor i.sdnak 
komplett m6dszerit kindija, ami jelent6sen megn6veli a villalkozk sikerlehet6sigeit,
mind a n5vekv6 magyar placi versenyhelyzetban, mind pedig a magyar termekek 
viligpiaci megjelenisiben. 

Ezekb61 6s tovbbi okokb6l ad6d6an a vilig orszdigainak korminyai
6rdeki16dstkezdtek mutatni a franchising irint, migpedig kit szempontb6l: 1. mint 
gazdasdgi 6sztnz6 6s 2. mintegy to, bi privatizici6s eszk6z. Az Egyesiilt
,ilamokban, ahol a franchising az egyik legnagyobb gazdasdgi er6, a kormdnyzat
kezdte felismerni, hogy a franchising egy eleme lehet azoknak a tdmogatisoknak,
amelyeket a k616nb6z6 nemzetgazdasigok szimdira kinil. 



Franchising a piacgazdasgokban 

Az a meggy6z6dis, hogy a franchising mint egy pozitiv gazdasgi er5 f " 'a szolgdlni
az ,talakul6ban 1iv6 Magyarcrszigot, riszben abbol a megfigcetsb]l ered, hogy a
franchising milyen szerepet Jitszik a fejlett piaci gazdasigokbban, j'llehet a
franchising m6g viszonylag kis mertikben ismert ,,Iagyarorszzigon. 

Vegyaiik figyelembe az Egyesult ,llamokat, ahol mindez kezd6d6tt. (Nihiny itt is 
telsorolt adat a tanulminy ei6z6 rdszeiben isszerepelt.) 

A franchising az 6sszes amerikai kiskereskedelmi forgalom tobb mint 35%-,t 
kipviseli. 

A Nemzetk6zi Franchise Sz6vetsig becs]ise 1992-benszerint a franchise 
eladisok 6rtike elirte a 812 milliird dollIrt. 

Mint tulajdonos, vagy mint alkalmazott, t6bb mint 7 miIli6 amerikai dolgozik a 
franchise iizletigban, a - becsl6sek szerint ­ 542.000 rendszergazda, illetve
itvev6 iltal miik6dtetett egysigben. (Arthur Andersen & Co.) 

Ami taldn a legfontosabb rnagyar szempontb6l, 1991-ben, egy gyenge
gazdasgi peri6dusban a franchise lincok 18.000 Gj iLzleti lehet6s get
teremtettek. Ez a szm 1992-ben vdrhatdan elri a 20.000-t. 

A jelenlegi szimokndl meg meggyoz~bbek az dltalnos trendek. 1970 s 1990 k6z6tt a
franchise egysgek 6ssz-szima k6zel egyharmaddal nbvekedett az Egyes6lt
Allamokban. Ezen tcil a jelenlegi el6rejelzisek azt mutatjk, hogy az 6sszes
kiskereskedelmi forgalomnak a fele franchise egysigeken keresztOl realizd16dik majd
ennek az 6vtizednek a vigire. 

Egy misik pIldit, Japint v&ve, azt tal.ljuk, hogy ott 660 kiil6nb6z6 villalat rdekelt a
franchise-ban. 1990-ben ezek a franchise rendszergazdik 136.650 egysiget
muikodtettek, k6zelit6leg 62 milliird dollir forgalomma!. K6zelebb haladva
f6ldrajzilag Magyarorszighoz, az 6ves franchise Jladisok a 12 Eur6pai K6z6ssdghez

tartoz6 orsz.gban 49 milliird dollirra becsfilhet6k.
 

A j6v6 szempontjib6l talin ugyanilyen fontos, hogy a franchise n6vekv6 tendenciit 
murat szizalkos arinyait tekintve a fejl6d6 orszigokban is: Afrikiban, Azsiiban 6s

D l-Amerikdban. Gyakran egy f6lgyorsult n6vekedTst 
 figyelhetiink meg a franchise
Uzletigban, k6l6n6sen olyan orszzigok esetiben, amelvek sikeresen val6sitottak meg
kiil6nb6z6 reformokat, mint pl. Mexik6 tette az elmult id6szakban. 

A franchising is a v~illalkoz6i siker 

Annak ellenire, hogy Magyarorszig 6s mis orszigok a rigi6ban figyelemre m lt6
eredminyeket 6rtek el, ezci.: a hagyominyos gazdasigok mig megkiil6nb6ztet6
jegyeket mutatnak abban, hogy itt hiinyzik a gyakorlott vdllalkoz6i oszcily. 1990-ben 



Magyarorszigon pl. a gazdasig a magrinvillalkozdi szektora kb. 15%-ot tett ki. Kevs
vllalkoz6 rendelkezik tapasztalatokkal a v'ilalkoz-sok viteleben. 

Egy multinacionilis vdilalat jeIentette tapasztalatit azt k6vet6en, bogy hatalmas
t6kebefektetrseket hajtott 'egre egy m.isik Kelet-eur6pai orsza'gban. Ez azt mutatta,
hogy nagyon ignylik a trdningeket, ezdrt a vdilalat sorra tartotta a magasszint.i
szeminriumokat, amelyek kapcsin rengeteg munkdist is tanitottak. A 1-rd-sek 
azonban ezeknek a kurzusoknak a v ignazt mutattik, hogy az oktatottak nem tudtik
me.ragadni a piac alapvetb koncepci6jit. A problmdk pontosan ebben az alapvet6
kdrddsben rejlenek. Viligos, hogy igen sok tennjval6 maradt meg. 

Ezen okb6l ad6d6an a tidjkozott megfigyeldk folyamatosan hangoztatjik a franchise­
olt rendszerekben val6 rdszvdtel el6nveit. Az Egyesifilt Allamokban, ahol az Egyesult
,llamok Kisvillalkoz6i Ugyn6ks~gdnek becslise szerint az ij villalkozisoknak kb. 
65%-a megbukik az els6 6t 6ven belil. ugyanez az ar.ny sokkal alacsonyabb a
franchise tipus, villalkozisok esetdben 6s 1-6 %-os 6rtiket murat. Annak rdvin, bogy
a tdil1ils 6s siker arinya n6vekedjen a kisvillalkoozsokban, a franchising korlitozhatja 
a normlis miik6dist61 val6 elt~rdst azoknil a maginvdllalkoz6knil, akik szembe kell 
nizzenek a vdilalkozs t6nkrer'nenetelvel. Szdlesebben 6rtelmezve a franchising
el6segitheti azt a k6zSs cilt, amelyet a K6zdp- s Kelet-eur6pai orszigok kitiiztek, 
nevezetesen, hogy el6segitsik egy vdillalkoz6i k6ziposztily kifejl6disdnek, 
kialakulisinak meggyorsitis.t. 

Hogy hasznilhat6 a franchising a privatizici6s folyamatban? 

A nyugati megfigyel6 nemcsak annak hatisa alatt van, hogy a franchise fejlesztisi
iginye megjelent ezekben az italakul6ban 16v6 K6zip- 6s Ke!et-eur6pai orszigokban,
hanem bogy itt unikdlis, egyedi olyan lehet6sigek kinilkoznak, amelyek kindjik a 
f6,illitott celok elr6sit a privatizici6s 6sszefdiggdsekben. 

Ahhoz, bogy ezt megirthessiik, rdemes hivatkozni egy pillanatra egy speciilis,
jellegzetessigire ezeknek az .tmeneti illapotban 16v6 gazdasigoknak. Ellentitben
azzal a helyzettel, amely meghatirozza a legt6bb klasszikus fejl6d6 orszig helyzetit, 
a kiskereskedelmi iruirtdkesitis 6s a szolgiltatisok Magyarorszigon pildiul nem
uraltak kiz.r6lagosan kis 6s fiiggetlen vdllalkoz6k ,ital. Inkibb egy jellegzetes rsze a 
kiskereskedelemnek nagyobb .lami villalatok ,ltal bonyolitott, amely sok k.l6nb6z6
 
helyen m~ik6d6 egysegben realizd16dik.
 

Ezek az ,llami vllalatok struktirilis hasonl6sdgot mutatnak az iizletek, ittermek,
iizleti szolgiltatisok 6s szillodik olyan hMl6zatthoz, amelyek egy franchise rendszert
is alkotnak. A hasonl6sig term6szetesen felszinesen jelentkezik, hiszen az egves
egysegek az allami villalatnil nem magdntulajdonban vannak 6s tevikenysigiik sincs 
olvan hatkony m6don koordind.va, illetvej6vedelmez6sigik sem oly magas, mint a
legt6bb franchise rendszer esetiben. Ugyanakkor ezek a hil6zatok elirik az alapvetb
cd[t abban, bogy kieligitik az elosztisi mechanizmus k6vetelminyeit 6s megjelennek 
az ,ruk, illetve szolgdltatisok gyakran ugyanazon k6z6s niv alatt. Mg tovibbd egy
k6zponti tekintily (iltaliban a villalat k6zpontja) bizonyos szolgiltatisokat is kinil a
rendszer eg,!szire, mint sikertinyez6t, mint pl. a termikfejlesztrst, a t6meges 
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dinibeszerz~st, vagy ppen a marketinget. Ezek a szolgdiltatzisok hasonl6ak azokhoz, 
amelyeket cgy franchise rendszergazda kindil, nvcijt az 6 k~il6nb6zb franchise 
Itvevdinek. 

Az dilamni vdillalatok stnrikt~irdlis hasonl6siga a franchise rendszerekhez, egy olyan
Iehetd6get kindil az alkalmazdshoz, ami a franchise r~v~n t6rt~n6 privatizdci6ban
realizil6dik. Legaldbb hirom olyan m6d ismert, amelyen keresztii ez a model! 
alkalmazhat6: 

A vertikdlisan integL-dlt vdllat. 

Egy vertikilisan integrdlt v'i~lalatban mind a gyarto, mind pedig az eloszt6 szervezet 
ugyanazon egyetlen v'illalat keret~ben miik6dik. Pl. egy vertikdlisan integrdli 
cip6gydr eset~ben a kiskereskedelmi egys~gek hil6zata szolgdlja ki a piacot a termelt 
cip6kkel. Egy ilyen vdllalat privatizici6jdnak hagyomdnyos strat~gidija azt jelenti,
hogy a vdillalatot, mint egy eg~szet adjdik el egy ki.ilf~ldi , S/vagy belfdldi
befekte-t6nek, r~szv~nyeket bocsdtanak ki, illetve a vdillalat tulajdonogittdjka 
alkalmazottaknak. 

Megjegyzendb aizonban, hogy a hagyominyos strat~giik, amelyeket el6z6ekbenaz 
ismertetti~nk, egyike semn tartalmazza a vd'alat dtstruttrilisdt, illetve 
hatc~konysdigdnak javitdsit. M~g tovdibbdi, amikor a villalat tulajdonjoga ditkeriil a 
maginszektor-hoz, nem Iesz nagyobb sLzimC figgetlen vdllalkoz6 a fol\'amat vegen. 

Ezze! szembeilliftva, a vdulalat gyirt6 6s az eloszt6 funkci6i sz~tvdlaszthat6k. Ebben 
az esetben a rnurkan~vhez tartoz6 hi16zat, franchise-olt cip6i zletek hozhat6k Itre. 
Ezen forgat6k6nyv szerint az er6forrzisok 6s energilik, amelyek a gydrtdsra figyeciek,
megrnaradhatnak az eldllitdsi folyamat szintj~n, mialatt ffggetlen v'5.lalkoz6k 
6rt~kesithetik a term~keket, de hat~konyabb m6don. 

A horizontrilisanintegrdlt v'dllalat 

Egy horizontdlisan integi1t vMialatnidl t6bb 6rt~kesit6 egys~g adja el a ter-m~keket 
vagy kinija a szolgdltatisokat, amelyek nem egy 6s azonos forrisb6I kapjik az 
ellitist. P6Idak~ppen emlithet6k ilyen horizontdlisan integrilt vdllalatra a szdJlodai 
lincok. 

Az Hlami tulajdonban 16v6 sz~llodai Idnc privatizdlhat6 egy konvencionilis, fentebb 
emlitett stratt~gia alkalmazdsa r~v~n. Rendkiviil neh~z azonban eladni egy eg~sz
szdllodai hIncot, vagy m~g a szdllodai lincnak egy r~sz~t is. Igen jelentbs t6ke lenne 
sztiks~ges. Egy ldncon belil, ezen tiilmenden az egyes szilloddk mino-sege is val6szinii 
igen sz~les sivon vdltozik. 

Vegyiik f igyelembe az e16z6t61 elt~r6 m6don a privatizdci6 mregvasl6sitisit, franchise 
r~v~n. Kifejlesztve 6s erdsitve a rendszert (val6szinii egy 6~j kereskedelmi n~v alatt) 
egy 6ij tulajdonos menedzser (franchise itvev6) kdnnyebben lenne talilhat6 a 
szilloddk mnk6dtet~s~re. Ezek a franchise dtvev6k olyan el6nydket 61vezhetn~nek, 
amelyeket a teljesen figgetlen szilloddk tulajdonosai nemn kaphatndnak meg, mint pl. 



k6z6s marketing, rdszvtel egy teljes .incra kidolgozott helyfoglalisi rendszerben 6s 
mis, a nagys.gb6l ered6 el6ny6ket. 

Frivatizdci6es a konvetzi6s franchising 

Az el6privatizicios programban sok kis kiskereskedelmi egys~g kerilt levdiasztdsra az llami vdllalatokr6l, amelyek r szei voltak ennek 6s egyenk6nt keriiltek .rver6sre.Sok esetben az ilyen tipus6i privatizici6 k6vetkezminye negativ eredmdnyeket hozottmind a I:vetk6ztetett 'illami vdillalat, mind pedig az fij0izlettulajdonos szdmira. Avdilalat -losztdsi hil6zata csonkiv, v.It. Ugyanakkor az '6jonnan fiiggetlenne vdiltfizletek el kell hogy ,.ssdk saj.t magukat mindenf le timogat6 forris nilk~il. 

Az ilyen dilemma egyik Jehetsiges megoldisa megtalilni azokat az Cijonnanfiggetlenn6 vit egysigeket, amelyek alkalmasak lehetnek franchise ,tvevnek 6sC.jraalkotni az elosztdsi hl6zatot. Ha ez megfelel6en tervezett, egy ilven franchiserendszer ellithatja a rdsztvev6 villalkoz6kat a szolgltatdisok szdles k6rvel,amelyeket tipikusan egy franchise rendszergazda kinilhat. A rendszer, arendszergazdik 6s az 6j franchise dtvev6k el6ny6ket ,lv'eznek. 

Ezek a pilddk illusztriljik nimik:ppen azokat a m6dokat, amelyeken kereszt0il afranchising segitheti a privatiz,5ci6t. Olyan orszdigokban, mint Brazilia 6s az Egyesfilt
Kirdlys-ig, ezeket a koncepci6kat tanulmdnyoztk 6s megval6sitott.k. Pl. mindk&torszgban a franchising-ot alkalmazzdk a postahivatalok privatizdci6jiban.
Braziliiban emellett a franchising lehet6sigei az dMlamilag mik6dtetett villamosipari
szolgiltat.sok eseteben is tanulminyozis trirgydt kdpezi. 

Nemzetkozi timogatis a franchising fejleszt~s~hez 

A franchising, az ut6bbi id6ben n6vekv6 gazdasdigi fontossga miatt, va!amint az6rt,
inert kfiI6nleges m6don tud hozzijdrulni a gazdasigok fejlid6s hez, 
 nemzetk6zi6rdekl6d~s tirgydvd vilt. Ezfrt az Egyesilt Nemzetek szakositott szervezetei, aSzellemi Tulajdon Vilgszervezete (WIPO), a Nemzetk6zi Munka~igyi Szervezet(ILO), az UNIDROIT (r6mai sz6khelyii nemzetkbzi szervezet, amely ,Jog fejl6d~s~tsegiti el6 kilIb6z6 modellek 6s egys6gesitett t6rv6nvek r~v6n) valamint tovibbi
hasonl6 figyn6ks6gek energidjukat olyan jogi k~rd6sek 
 megoldds-ra koncentrdljik,
mint pl. megfelel6 nemzetk6zi jogi k~rnyezet biztositdsa a franchise szdmdira.
Kfil6ndsen 6rdekes, hogy a Vildgbank is jelezte, hogy ez a teriilet fontos lehet aviligbanki programokban is, annak 6rdek~ben, hogy feljavitsa a jogi infrastruktirit
 
Magyarorszdgon.
 

Az Eur6pai Gazdas.gi Egyfittmiik6d6si 6s Fejleszt~si Szervezet (OECD) ugyancsak
t6rekszik a 
franchising el6segitisire Kbz6p- 6s Kelet-Eur6p.ban annak r6vin, hogyprograrnot inditott egyfittmiik6d~si k6zpontjaban, amely az eur6pai gazdas'igokdtalakuls.val foglalkozik. A program tervezi a franchising technika -.ipszerisitts~t
abban a r6gi6ban, ahol a franchising ismerete egyenl6re korldtozott 

Az Egyesflt Allamok korminya elk6telezte magit a franchising-nak 6s egy olyaneszkozt alakitott ki, .mely mind a hazai, mind a nemzetk6zi ga'dasdg fejlbdscst 
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segiti. A hazai gazdas'igot tekinte, az Egyesbilt Allamok Kisvdllalkozdi U*gyn6ksage 
kinii olyan indulishoz felhasznilhato pe.nzuigyi segitseget, arnely franchise 
vdllalkoz sokat bocs.that tjira, ideartve az a legfrissebben kzz ,ett programot, 
amelyik h.borfis veterinck franchise rdvan tdrtn6 megsegitst c&Iozza. 

Nemzetk6zi vonatkozisban az Egyesiilt ,llamok Nernzetk6zi Fejlesztdsi Ugyn6ksage 
(AID) vezet6 szerepet villalt a franchising fejlesztasanek el6segitasdben a fejl6d6 
orszigokban. .jabban egy 20 rnilli6 dolliros garanciaalapot hozott ldtre, amelyet
kifejezetten a helyi franchise 6.zletek v,'llalkozdinak finanszirozdsAhoz bocsit 
rendelkezasre az Egyesiilt Allarnokban miik6d6 franchise rendszergazdik szdmdra. A 
program, amely iganybe vehet6 Magyarorszigon is, az Egyesiilt Allamok garanci6j't 
kinAlja a k6lcs6n6k 50,o-jig, amelyet helyi (p]. magyar) bankok bocsitanak helyi 
v'illalkoz6k, franchise dtvev6 rendelkezasare. Ezen programon be!l egy projekt mr 
j6vhagydsra keri.ilt Magyarorszagon. 

Hasonl6k.ppen a Magyar-Amerikai V.llalkozisi Alap kinil pdnziigyi tamogatast 
t6bb franchise projektben, az egyik pl. egy szimit6gapes bolthal6zatot alakit At 
franchise rendszerr6, a misik egy sziraz tiszitissal foglalkoz6 franchise inditisdit 
segitette. Hasonl6an az Eur6pai U.jjiApitsi 6s Fejlesztasi Bank nemrgiben k6zblte, 
hogy k6zremiik6dik a Burger King magyar rendszertvev6jnek, a Fusion Rt.-nek a 
tdmogatsdban. 

Ujabban a US AID egy egyediilil6 programot tfmogat az EastEuropeLaw r v.n, 
amely programnak kat parhuzamos c&lija van:
 

- a franchising alapszintjanek megartasat megteremteni Magyarorszdgon, s
 
- a magyar piac ismerts~gi szintjnek n6velsLt eldrni az Egyesiilt
 

Allamokban, valamint kezdemanyezni az amerikai franchise 
rendszergazddk s a j6vend6beli magyar mesterlicenc tulajdonosok ill. 
franchise Atvev6k k6z6tti kapcsolat felv.telt. 

Ennek a programnak az egyik eleme kat egymist k6vet6 talilkoz6 Budapesten, 1993. 
januir 26-27-n. Az egyik rendezvany azt mutatja be, hogy a franchising hogy jelent 
meg az ij magyar piacon, a misik az 6tkcztetasre 6s az 6lelmiszer-szolgitatisokra 
koncentril. A talilkoz6kat vitaiil6sek kisarik az illami VagyonUgyndks~ggel 6s a 
k~sbbbiekben tovbbi talllkoz6kra, valamint bemutatkozisokra keriil sor az Egyestilt 
Allamokban. 
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WEEKLY REPORT TO MANAGERS OF WORLDWIDE OPERATIONS 

US Opposes a Carbon Tax-
But For How Long? 
At last June's Earth Summit in Rio. the governments of 
the developing countries called for taxes on carbon 
dioxide emissions worldwide. Japan favors the idea but 
says it won't institute such a levy without the agreement
of the EC and the US. The EC Commission has pro-
posed a controversial carbon tax (B1 '92 p. 79), which 
must now go through the Community's tortuous legis-
lative process. The US is officially oppo.sd to a carbon 
charge, but the government nonetheless is examining 
the notion in considerable oetail. In August. for ex-
ample, the Environmental Protection Agency (EPA)
issued thrue analytical studies prepared by staff mem-
bers and outside experu that support the concept-but 
with certain conditions. 

Momentum for a CO 2 tax appears to be building in 
the US. At the Rio summit. 48 CEOs of the Business 
Council on Sustainable Development endorsed the pro-
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IN TRis ISSUE 


Environment* Pressure is building in the US 
for imposition of a carbon tax ....... .297 


Franchibing: US firms look to untapped 
narkets in Eastern Europe ........ .297 

Cask Managtment: MNCs examine single-
bank vs multibank strategies ....... .299 

Prospects for Profits: Egypt 
through 1994 .............. .300-01 

Europe: Look for continuing turmoil 
on the currency markets ........... 303 

SEFTEMaER 21. 1992 

Early Bird Franchisors Try
 
East European Markets
 
The sluggish US economy, market saturation and fierce 
competition have slowed the double-digit annual growth 
rates many large and midsize US franchisors have come 
to expct in their domestic market. For these rea.us,
franchisiors-4ike other US corporations befom them­
am casting their eyes abroad for bnght2r expansion pros­
pects. Frequently these days their gaze is settling on he
 
virtually untapped markets of Easzmn Eu--paju­
ticularly Hungay, Poland and the Czech Retublic. 

Although US franchising has nemly 50 years of his­
tory, the concept is new to much of the rest of th workL
 
It is an especiliy difficult one for Eastern Europeans to 
grasp, says Philip Zeidman. an attorney with the Wash­
ington. D.C. firm ofBmwnsein, Zeidman and Lore., who 
specializes in fmncse law. The reason. he says, is that 
the service element has been almost totally absent from 
their business dealings: "It's been purely a matter of 
whether the product is on the shelf or no.' 

Zaidman is z principal in East Europe Law, an 
association of independent law firms based in Buda­pest, wich has been asked by the governments of 
several East European nations to organize and deliver 
programs on franchising. 

Some common threads 
Franchising can work exceedingly well in countries 

that are privatizing state-owned enterprises, says Zeid­
man. Many of these enterprises, when owned by the 
state, were stucmred and managed in a way t,at isn't 
so different from a franchise system. For example,
numerous hotel chains, tourism companies and dis­
tribution facilities were (and many still are) centrally 
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mnnaged by state administrators. Some use a common name •Guarding intellectual property (EIP). Protecting trade­for multiple outlets and operate sirrularly,
instead of divesting centralized businesses like these out-	

marks, trade names, copyrights, patents and know-how iscrucial to aright-and inviting the usual complaint of selling too cheap-
franchise system. All the countries in EasternEurope are signatoriesly-Zeidman advocates selling individual entities 	

to the main international IPagree­(stores. ments, but theyhotels and the like) as franchises. Each could be sold to its 	
don't have well-established systems for 

current employees or managers and would exist as an autono-	
enforcing P rights, including judicial remedies for infringe­ment. Thus,mous unit within a network. 	 at this point no one really knows what will 

Although Hungary, Poland and the Czech Republic have 
happen when infringement cases reach the courts. 

- Financing the operation. Lack of capital is one of thehighly literate and educated.wark forces, capable entrepreneursare scarce. Zeidman notes that the small number of people 
most serious problems foreign investors face. Borrowingfrom local bankse-penenced in running a business-particuar'y 	 and other institutions isn't practical, aswith P&Liccountabiliy-.-could hamper many companies seeking op-
local interest rates are in the 30-40% range. Zeidman sug.

portunities in Eastern Europe. But 
gests, however, that individuals possess a considerable amountthis isn't the case for of "mattress money,"franchis-'rs. Franchising, he says, can help operators of new 

which could become available for 
attractive investments.businesses cope with the lack'of entrepreneunal experience The overall situation will certainly improve as more andbecause, in effLct. it provides training for budding managers, more commercial banks from such countries as Gercan) andIt transfers all the knowledge and systems franchise operators the Netherlandsneed to succeed, complete with "hand-holding" 	 begin to establish beachheads in Easternand en-couragement throurbout the venture. 	
Europe. Another recent development is the t'Lircipation ofvarious organizations in the financing of franchise opera-

Obstacles to success tions. These include the European Bank for Reconstructionand Development. as well as such entities Ls the Hungarian-The major hurdles companies hawe Zn overcome to estab- Americanlish franchises in Eastern Europe, according to Z idman. are 
Enterprise Fund (establishe4 by the Hungarian

the following: Congress specifically to make loans to small businesses in 
Finding an approprlate partner. This may be the most 

Hungary) and similar organizations in Poland and the Czech
critical--and the most difficult--ask. The communist system 

Republic. Moreover. the US Agency for International Develop­ment recently awardeddiscouraged personal qualities essential to making a franchise 
a grant to East Europe Law to aidfranchising development in Hingary.work. "Finding an appropriaie panmer with capital is evenharder." Zeidman points out. This shortcoming explains thewidespread use of a joint venture structnre for franchises (as 	

Attractive prospects 
opposed to direct franchises granted to independent owners), 

Of all the fcrmer eastern bloc countries, Hungary is cur­
which involves the franchisor's financial participation. 

rently the most attractive for foreign franchisors. The Czech 
Working with the present distribution system. Z"iid-

Republic is probably next in line for consideration, followedby Polandman believes distribution isn't as severe a problem as many 
Inthese countries, "franchisors who will benefit
 are those who
people think and inefficiencies will ultimately be correL ted. 

get in early," says Zeidman. The Slovak

"We're really talking about a 'primitive' system, not a his-

Republic. the Baltic countries and the other republics of the
former USSR
toncally protective ove such as Japan hau." 	

are deemed risky for franchise invesnent at 
present.- Securing clear title to real estate. It is important that
property rights are ensured, especially when foreign fran-

Several major franchisors are already established in Hun­
chisor finance or provide security for purchases or leases. 

gary; some have been there for many years. Inter-Continental
 
For many investors the key question is, "How do Iknow that 

Hotels has had a franchise arrangement for the operation of
the Hotel Dun& Inter-Continental in Budapest sirce
the person i'm buying the property from really owns 	 1972.it?" Two other hotel chains--Hyatt Internatiouai and France's
Zeidman says that in many East European countries inves- Accor-also grant franchise rights in H:ngary. Inthe restau­tors are already able to obtain clear title to property--or they
soon will be as deadlines pass for other claims to be asserted 	
rant field, one of the first new franchises to enter the market
 was McDold's; 
others that have entered, or will do(81 '91 p. 26 1). In addition, laws are being passed permitting 	 soshortly, are Pizza Hut, Baskin-Robbins, Dunkin' Donuts andforeign ownership of property.

-	 Burger King.Convening currency and repatriating profits. Theseobstacles to investment are 	 Product franchise sysems most likely to succeed in thelikely to impede foreign fran- regionchisors in the near term as countries make varying degrees of 
are in the food and clothing sectors, where pent-up 

progress in removing lhme. 	 demand is overwhelming. The need for services is growingIn the meantime, franchisors as well. Zeidman sees3hould examine each country individually and, if possible, 
the best immediate opporunities in

consider countertrae arrangements. However, some com-
business service franchises, such as those that print businesscards and stationery, set up and service computer systems,panies, such as McDonald's, are looking only at new loca- and provide accounting and consulting services.tions where they can sell for hard currency. 

-Mary E.To ~ack 
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Franchising in Hungary 
Philip F Zeidman. Michael Ainer and Stephen P PetriBrownstein Zeidman and Lore. Washington DC East Europe Law Ltd.
Budapestr 

Introduction 
several vears. Ocher restaurant or food service chnsju -hat 

For franchiser hatle entered Hungan.considenng international expansion. or shortv will, include Pizza Hut.Hun. Baskin-Robbins gary presents and Dunkin' Donutsa new market which is charactervied by a alrcady opened its tint store 
Dairy Queen hasgrowing demand for WVestern goods and services. Hunga. in Hungar,.Microage. anrv's proximity both international computerto tne EC countnes and software

East Bloc counties, as well 
and to former ditmbutor, has recendv granted exclusive franchise rightsas the entrepreneunal sprt in Hungary to Duna Elecktronika. a US -Hungarian joint

ofuls people, make it an attractive country tor franchising venture. It was reported tiatOf all the former East Bloc countnes, Hungary under the franchiseu cur- agrement Dura Elektronika isrentlv the most attracuve country for foreign investment pproximately 20 
required to openhicroAgeit is reported that foreig-n ivestment store throughout Hungary.in Hungary since1989 totalled 32 billion, which 

Hunganan-Amencan Enterpnses more Fund has madethan was invested ain any other former East $.€K)0.00 equity investment inBloc couintry. The passage Duna Elektronka.of AlphaGraphicsbastic commerctal Inc. a US franchisor in'olvedlaws, political stability and sound in thebusinec actomec kewsaoliwtical quick pnnting business with approximately 50 franchuedhblvaabusiner envronmera enld vorm operating overseasre ke including twofactors whch have enabled in the formeriHungar to Sovet Union),attract foreign investment. u in the process of finalisingfranchise arrangement a masterwitth the Hunganan companyCorsultrade Ltd. Consultrade is acquinng the franchisefor al of HungaryExisting franchise operations nghu The US Agency for Inter.nanonal Development L'SAID) recendv announced thatAMphaGraphics u the first rec,pient in the Agency'sA number of major franchison already have established loan guarantee programme newbusinesses in Hungary. Inter-Continental hotels have had for US franchise operauoru
a franchue arrangement in emerging economies. AJphaGraphics was awarded
Duna 

for the operation of the Hotel an
lnter-Continental in Budapest stnce 

$8 million loan guarantee facility.

opening in the hotel's In addition to the well-known 
 Western franchisors1972. Other hotel chains which have grantedfranchis- rtghts to local hotels in Hungar 

entenng the Hunganan market,include Hvytt indigenous franchisorsInternational are also beginning to spnng up. For example. City Grill.;the Atrum Hvatt. which was opened w, a local 'fast food'1982) restaurant chain, iz.nd Accor Group, the French hotel and catering apparendy in the group iNovote! Budapest). procs of selling franchses to local investors. Intellrobot,
One of the tint of the new a pnvate Hungarian companyent-anis to the Hungarian that imports computersmarket and electronica from Taiwan. has received over 300 appli.was McDonald's. which Ls planning a majorexpanston throughout cations for franchises, mainly from pnvate shop owners.Eastern Europe. McDonald's hasopened four restaurants in Hungary The Hunganan government has expressed-- three in Budapest an interestand in he applicability of franchising for pnvasatbon andone tn Gvor - and plans to open nine more in the restructun;sgnext two vears. McDonald's of certain state-owned enterprises.made its initial entry into TheHungary through a 50-50 joint venture with the farm 

State Propertv Agency has suggested, in its bid propoWacooperative Babolna. which operates the 
matenals relatinF to the pnvausauon of the DannubiusrestauranuMcDonald's ard Pannonia hotel chains,has begun to offer franchiss that prospective purchasersHungary, and has 

for stores in 
from 

reportedly had hundreds of enquisnes 
may wish to consider franchise methods in restructuringprospectve franchiere. McDonald's these concerns,recenysold 400 million In light of the interest in franchisingfornis 5.3 milliont w'orth of bonds in franchmo, among foreignHungary to rais money )o the Hunganan government and local businenepand iwtHungaan oper-unaryItowase e to people, it is useful to focus attention on the legal aspectsmexpa befos ince arianataoreiw the pa ope. of franchising in Hungary. At present, litde informationm riste since bfort World War I
that a foreign company raised capita exists that direcdy addresses
Fusloo luvsuientu Company Ltd, a Hungarian com. 

the legal envircnmenwithin Hungary. franchisor forthis void. in Hungary, and this article is intended to fillparsy, has recendy opened the world's largest Burger Kingin Budapest. The three-storey, 375
has-seat restaurantthe capacity to serve 1,000 customersrestaurant offers per day. Thea unique aunmsphere, including music Franchise legislationvideo broadcasts and entertainment programmdren. Fui,.s ,for chiJ.Investments plans to open additional BurgerKing restaurants throughout Hungary during the 

To date, Hungary ha not adopted specific legialadonnext affecting i'anehsing, and such legiaion is appaenty 
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not pending, In Hungary, as in most countries, the legal
environment for franchising cepends not on 

procedure. Contracts which require convertible currencythe existenceof discrete franchise legislation. which is usually unnecess-
royaltv payments to the foreign tranchisor also require

arv, bu: rather on the application o 
approval b, the Hunganan NationaJ Bank. which in turnthe commercial lawsand regulations which are appicable 
approves the payment of royalties in converuble currencyto the particularfranchising arrangement, b,, the reicemant commercial bank.

The official exchange rate has in the past been as much 
as 50 per cent less than the black-marker rate. However,the Hunganan Fonnt has been progrestvelvdevaJuec byGovernmental approvals and the government, such that the differenceofficial rate and berween thethe black-market rateregistration isno longer sg.
nificant. The most rtcent press reports of governmentThe approval of the liuntaran government policy suggest the Hunganan government plans to intro.Ls not duce full convertibility of the Forint in late 1992 or earlyrequired for purposes of giving effect to a franchise agree-ment. as there is no requirement 99?under Hungarian lawfor governmental approval prior to the execution of a 

Hungary has permitted the full repatriation of profitsfranchise agreement. However. under the Foreign Investment Act. Secuon 32 of the Acta franchisee operatingunder a foreign franchise ssstem is required 
allows the repatation of a foreigner's share of profits into registerwith the Hungarian National Bank and periodically to 
a company in the cirrencv of the investment, even whenreport to that Bank earnings are entirely in localand to the commercial currency. Moreover, thebank whichwil affect the transfer of pa,,ment to the foreign 
statute auo allows repaInauon in convertible currenty offra ffchisor to the Foreign Trad- Law, 
the proceeds of a sale of the foreigner's interest at well as

pursuant 
of the foreigner's proceeds upon liquidation.Every franchise transacuon will generally requirenumber aof other registrations, permits and approvalsbefore it can ecome operative, including requirementsfor zoning permits, health registrauons, business permits,


and the like.
 

Protection of intellectal property 

Joint ventures (a) TrademarksTrademarks in Hungary are regulated by Law No 9 ofTo date, most Western franchisors entering Hungary have 1969 and Decree .Nn 2 of 1970opted to enter into joint venture arrangmenrs in which The Law applies to boththe franchlisor operates the franchne together with a local 
goods and services, and collective marks are also avail­able The Law specifics that registrable markspartner, through ajoint venture company. According to mayte huga Foein veteo n Acodn t98o, 
nclude not only words and figures, but also combinauonsaamended, nio government permt ts 

of colours, a two- or three-dimensional device, as well asrequred for partc-paeon in audiojotnt ventures or visual signs. A markor theirr establishment u not registrable if it iswholly foreign-ownedenterprse. However, all companes 
of a ble to create confusion, its use would bt contruirv toare subject to the provisions of 

law or socially accepted moral rules, it infringes individual.Associationu, Companies 
the Business Societies,

and Ventures Law 
nKhts of third parties, or ts either identical or cornfusinglywhich of 1988, similar to a mark that is held by a third party and is wellrequires that the Court of Regtration be notifiedof the founding ofa companyvwithin 30dcavsofitl found-whifh knownteudings ofatcompanyothin3dsof of trademarksin Hungary (even though it may not nectartlyare made to the Nationaltfoundbe registered in Hungary). Appl;caoons for registratonofing, and that certain information concerning the 

Office 
com. o d s arem
pzny, including its Articles of Asociation, be registered. ade t the Natio ficetor
lnven,ions and must includeIt should be noted that the regitration process with the a mple powr of attorney.Court of Regstration can take a few 

bsent the raising of an objecton, it takesmonths becse, die OfieCourt is overburdened the approximately one year to register a trademark, which isand tatthe Court does ccasonaly ireure m then published inddifi at the the Official Gazette of Patentally res oncthe.Trademarks. Adverse decniona may be appealed 
andrequire modification of the reginstration on the to thegrounds that the relevant submsons fail 

Capital City Court in Budapest 'vthin 30 days afer theto satsfy its The registranon period is effective for a ten-year period, 

adve'se decision and, ultimately to the Supreme Court. 
and ten-year extension periods are available.

Hungirian trademark law does rot provide for regis. 
tered user agreements. However, once a tradecuark isC rren r ion aregistered,repatriation the franchisee can request the National OffMeof Inventions to list the franchisee as a licensee (in the
In order ibr a franchis to make payments in convertible Trademark Registry.
currency to a foreign franchisor, the franchisee must be 

Hungary is a member of the Paris Convention, whichregistered with the Hungarian National Bank 
ensures that foreign applicants ,rom signatory coimicpursuantto the Forrign Trade Law. Under that Law, only regis-
for trademark registration receive the same treatmeat astered companies have the right to engage in foreign trade, 
domestic applicants. Such foreign applicants must daisincluding the conclusion of convertible currency 
priority on filing, by iubmitting a certified copy ofrtgis.trans. tration in the home country within three months of theactions. The registration is a relativelv straighforward dhig. 
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ib) Copyrights 
common goals and the concomitant advantages areThe subject of copvnght is regulated mainly by LawNo III of 1969 'the Copvnrght Act, aid by implementing 	 greater than the concomitant disadvantges.Under secton 18 of the Law. parties may, pnor todecreescpue Inaddition
i aaddititotothestandard copight protecton-.tetundr opnght. t concluding an agreement. seek a binding opinion of theOffice of Economic Competition as to itsqualification forcomputer aoftw r eis a~.soHungary isa member of thepro tected under :op v ngh .Bern Conrention. which A x m u ian exempton undern e theh a tprovides 	 Lay+ Otherwisee ws . t e b r ethat the coprghts 	 the burden otot foreigneri domiciled

in member states 	
proof tha' an otherwise restnctive agieement is not inare protected in Hungary without violauon of the Law re ifiormalies such as 	 with the parry relying on tbefiling or ipecial notices. exemptions. 

The Compe ition Lw prohibiLs the abuse of economic(c) Trade Names 	 supenonn, including a prohibiuon on ettng unjusufied.one-sided advantages which amoun:s to a considerable
Trade names cannot be registered n Hungary. Trades however 	 difference in %alue betwe-nname are, protecteed under the semice 
Civil Code, which prohibits the ,legal 

the srice as stipulated in the contract. To establish anuse of another per- unjustified and one-sided advantage, the conditions under 

secuon 7" of 	 and counter. 

son'sname or a name similar to that of another person, which the contract was concludedIn addition, reg stration of a company with the Court of 
are to be examined 

Registration affords that tompanv ceriain protection forits corporate name, as the Court will not register another
 
company engagsng in similar activity under such name.
The Civil Code also contains additional privision Reaprotecting intellectual 	 estate issues
tections 86 and 87.Th property generally, especially at 	 The Hungarian state and local goemmets. enterpriseuannsaendlalo'trm-,enep
cooperatves, and individuals are among those

legal interests in Hungarian real property. 
who enjoy
Moreover,there frequently anse competing interests in the same 

properm, ownershipCompetition 	 %ersus 'user rights. These conflicuhave on more ,-, 	 than one occasion 1 recked havoc onpending real estate transactions.The Hungarian Competition 	 In the absence ofLaw of 1990. vhich came comprehensive reform of the couniry's r:Al estate laws, ainto effect on I January 1991, follows EC competition foregn franchuor seeking either to purchase real properylaw models. The Law includes chapters on the prohibiuon 	 through a wholly-owned Hungarianof unfair competition, deceiving consumers. 	 subsidiary or tocartel reg-u. participate inazbon, 	 a joint .enture in whichprohibition of price-fixing and actions likely 	
the Hungarian

to partner's contributionrestrict competition, 	 includes rights to realeconomic superiority asd market 	 propert,must bear in mind that ownership of the land may beoomsnance, and merger control. The law is administered
by 	 clouded by uncertainties to tide.the Office of Economic Compeition. As the law is 	

as 
relatively new, its 	 By contract, however, unlike certain other countries inimpact in general and on franchisingin particular is as yet unclear, 	

the former East Bloc, Hungary has largely avoided thespecific itle difficulties associated with the! potennal resu.Setson 2 of the Lz.w provides protecuon for busine.secrets. Specifically. it is prohibited 	
tution of nanonalised real property to its pre-Communntto obtain or use a era owners.business secret in an unfair manner 	

Under legislation enacted in 1991, them orig­or to reveal toothers or to make itpublic 
it 	 inal owner may not generally recover nationalised prop­uniawfully. This provision

provide a clear and independent 
cr'y but, rather, have rights only to partial compensationmay basis, beyond the 	 through a government-adminiteredterms ofa contract, for dealing with mssur.e 	 voucher plan. Tbeby a franchisee vouchers awarded to eligible persons may beof proprietary infortsinon obtained from the franchisor. used for the 
most pan only to purchase shares in privatized companies.Section II of the Law prohibits deception ofconsumenrs L'nder the terms
in the interest of improving the marketability of goods. foreigner, through the 

of the Foreign Investment Act. a
 
The section particularly q.ialifis vehicle of either a wholly-owned
as deception of con-sumers if the goods 	

or joint venture Hungarian enterprise, may- as regards their utilisation ofothei 	 own realestate used in theessential features, origin, place oforigin, 	
operation of the enterprise's busine.source or mode Toofacquisition - are equipped with labels apt to deceive 

prevent speculauve buying by foreignen, however,
foresgnconsumers. While the subiect 	 individuals or companies tnav not otherweof trade names . not 


spcifically addressed, 
purchase real property except with the pernsussion of the
thee provisions could be deemed Minutry of Finance.a basis for trade name protection. It should be noted thatsection 77 of the 	 In many other respects, Hungzrian law posesCivil Code specificaVy provides trade 	 chal­longes to the consummation of real property trarsactiomname protection (see above), 
 that are not dismilar to those which arie
Section 14(3) of the Law stipulates that it is prohibited indeveloped
 

to fix market economies. The difference, however, is that there
reae prices in a contract 
limiting 

if this could result in 	 is far les precedent and expenence wit i theseor exc!uding economic competition, with certain sorts of
 
exceptioes specified in sections 

problems and therefore greater uncertainty. Two case in
15 to 17 of the Law. The point: the so far unsuccessful
exception include an arrangement where the contracting 	 efforts of Indian investorsto displace tenantsparnies'joint share of the relevant market for the relevant 	
in Budapest's Gresham Palace build­

ing to make way for a luxury hotel anl the similarproduct does not exceed 10 per cent, where the restricuon 	 difliculties of Marriottor exdusion ofecossomic competition does 	 Corporation regarding anothernot exceed the piece of choict real estatemeasure 	 located along Budapest'snecary for attaining economically justified Danube short. 
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Taxation and accounting Hungary than to e ijoin afranchiee from compeung with 
the franchtsor. 

The United States-Hungary Double Taxation Treaty 
prevents the double taxauon ofrepatnated profits. Under (c) Dispute resolution

the Treaty, rovalties rcceived by a US fratichssor are
generaJlv exempt fr n withh.ulding tax in Hungary, 
 Under the Hungarian Internaoonal Private Law Code,provided the US franchiuor does not haye a permanent except if Hungranan courts have exclusive jursdiction tegbusiness or establishment in Hu:ga'r.Joint ,entures may real estate in Hungary. Hunganan industnal propertyavais themselves of several significant tax oreaks, nghu, claims against Hunganan government agencies;,inciuding dutn-free imports, rebates researchon and judgmenu of foreign courts are recognised and enforceddevelopment costs, and corporate tax concessions, in Hungar, without special procedures of recognition,athough tiiese tax benefits for foreign in.estors will be and recsprocit. is not required. judgments not fallingeiirrnated on I January 1994 The Hungarian tranchsee under exciusive Hungarian jursdicuon may neverthelesswill be require-a to pay a general turnover tax. which is not be recorued if they contradict Hungarian publiccomputed based on percentages of the tax base. policy, or if the foreign court did not haxe junidicuonPursuant to recent legislation which became effective under iu domestic law.in Januar. 1992. Hungarian companies are required to Arbitration clauses and foreign awards are generallyprepare financial statements complied puisuant to Hung. recognised in Hungary under the UN Treaty on the Rec.anan GA.AP. Hungarian accounting pnnciples are based ogniuon and Execution of Foreign Arbitral Awards ofon German and EC standards. 1958. Choice of law provisions are generally recognised 

by the Hungarian courts. 

(d) Consumer protection 

In the cause of public interest, the National ConsumerGeneral contract law Protection Council is entited under tothe Civil Code 
bring suit artio popularuI against business tntities(a) Sub-franchising with 
respect to their standard contracts. If such a contract or 

Sub-franchising is permitted under Hungarian law. There 
certain of its provisions provide for unilateral advantages,the contract may be nullified and voided by a court'smay be tax consequences.,an payments payable by decision.
 

sub-franchisees in the event 
 that a sub-franchisee makes
 
payments to the sub-franchisor, who in return pays

the franchisor. as opposed to 
direct payments by the
 
sub-franchisee to the franchisor.
 

Conclusion 
(b) Post-term covenant .As Hungary is undergoing a rapid transformation from 

a state-run to a free-market economy, it will presumablyCertain post-term noncompeutiuon and confidentiality present many opportunities for potential franchise busti­covenants may be difficult to enforce under Hungarian nesses. The current commercial and legislative environ­law, especially if the term is lengthy. A provision allowing ment is generally conducive to franchising. As economicfor liquidated damages in the event of a breach of the growth and development progress, we can expect foreignpost-term noncompeution provision is therefore desirable, franchisors to increase their presence in Hungary, as weilbecause it is easier to enforce liquidated damages in as the growth of indigenous franchisors. 

France's New Trademark Law 
Christopher J Mesnooh Avocat au Barreau de Paris Admitted toPractice in New York and the Distnict of Columbia; Salds Vincent Georgas
Pari 

France's new trademark Law, Law No 91-7 of 4 January of 30 January 1992 (the 'Decree') and a circular of 311991 (the 'Law'), entered into effect on 28 December January 1992, have also been iued, thereby completing1991, replacing Law No 64-1360 of 31 December 1964 the legislative framework for the new trademark regime.(the '1964 Law'). A complemssentary decree, No 92-100 The Law is not a substantial reworking of the system 
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pportunities (From page 10) 

Conclusion 
As Hungary makes its transition to a system based on 
vate ownership or real property, opportunities will 
3und for real estate development and financing. 
,wever, Hungary must modernize its real property 
is and system of land control to achieve the goal of a 
)sperous, free-market econom ilements of the legal 

,stemmust be revised or implented that will promote
d protect real property transactions, and provide for the 
ficient functiorng of a private sector, real property mar-
-t. Property rights must be reformed and clarified. 
atdated concepts such as "handling rights" and "user 
;hts" should be replaced by recognizable private sector 
;hts. Laws must be more fiexible in perm-utting both fun-
mental and innovative forms of real property transac-
)ns, such as commercial subdivision of land, and a 
heme of landlord-tenant law that, for instance, autho-
es long-term and ground leases. Finally, the Hunganan 
iancial system must be overhauled. Mecharasms must 
created to provide for the appropriate use of real prop-
:v as collateral for loans, and a basic system of home 
lancing must be created. 

UNGARY 

T.S. AID Funds Franchise 
roject 
P'hilip F.Zeidman, Esq. 

htor's Note: Philip Zeidman is a partner of the Washington law 
n or Brownstein Zeidrman and Lore, heads its franchisingpractice, 
i is Generai Counsel to the Internatonal Franchise Assoczaion. 
is a taunduigpncipalof EastEuropeLaw, Ltd., with offices in Bu-
7est. This is the first of a series of articles on franchising in 
tCentraiEurope.) 

On September 1, U.S. AID awarded a grant to Deloitte 
Touche International and EastEuropeLaw, Ltd. to pro-
)te the development of franchising in Hungary. It is the 
;t time an agency of the U.S. government has funded 
y franchise program; it is remarkable that the maiden 
ort occurs, not in the familiar surroundings of the 
ited States, but in the newly emerging market of 
ntral and Eastern Europe. The initial six-month effort 
hich may carry on at least through the first six months 
1993) will focus on franchising as a vehicle for entrepre-
irial change and for privatization in the region. 
EastEuropeLaw, Ltd. ("EEL") is a cooperative under-
ing of independent lawyers and law firms from the 
ited States and Great Britain. It assists Western fran-
sers and other businesses as well as local enterprises 
governm ents throughout the region. 

Why FranchsLng 
AID 	has agreed to back the franchising project on the

realization that franchising has some specific strengths 
that 	respond to critical needs in the new market 
economies of East/Central Europe and in other develop­
ingnarkets. The 50 years of U.S. experience in franchising 
has shown that this rather simple system of distribution is 
capable of: 

new business and employment generation; 
* 	 rapidly expanding a business or service concept 

with reduced risk for the franchiser and a greater 
chance of success for the franchisee; 

• 	 training for the mid-managerial level that has not 
existed in the economies of East/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 burgeorung fascination with franchising was evident 
in Hungary 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 franchising ever published inHungary. Hungary also has several associations of entre­
preneurs, formed well before there was mach entrepre­
neurialism on the scene. Both these associations can be 
excellent sources of contacts for those seeking to develop 
franchises or business associations in Hungary. 

Project Goals 
The principle objectives of the franchising project are: 
• 	 to create a basic level of understanding of fran­

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

" 	 to communicate to the US. franchising commu­
nity information about opportunities in Hungary, 
and to interest specific franchisers in expansion 
into the Hungarian market; 

6 	 to broaden the understanding by US. and 
Hungarian financial institutions of the potential 
in financing fianchise investments in Hungary. 

The first phase of this effort will focus almost entirely
in Hungary. The proeci then will broaden its emphasis in 
part to U.S. franchisers and the multitude of opportunities 
for bringing this information to them. The cutreach to 
financial institutions will be a parallel effort in both coun­
tries. 

Implementation 
What are the building blocks of this unusual structure? 

To a significant degree, they will be based upon experi­
ences in bringing the concept of franchising to other coun-

C 	 ontin age2o 
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:ranchise Project (From page 1) 

nes, but they will also draw from the early experiences in 
he region itself. In the last two years the concept of fran­
hising-as a technique for expansion of local companies, 
s a method for the introduction of Western goods and 
ervices into the region, and as a vehicle for the privatiza­
,on of state-owned enterprises-has been introduced at 
onierences in Budapest, PragppWarsaw and elsewhere. 
'hose conferences have been sponsored by groups rang-
ig from the International Bar Association to the antimo-
opoly agencies of the affected countries to the 
)rganization for Economic Cooperation and 
)evelopment. EEL has been asked to participate in all of 
iese programs, and we have become convinced that, 
ihile they are no substitutes for one-on-one discussions
tith countries within and outside the region, they remain 
n essential tool for communication. 

As a consequence of that experience, the AID project
,ill include presentations at meetings, conferences and 
'orkshops in Budapest and other Hungarian cities t"fran-
iusing on the road"), the compilation of Hungarian mar-
,-et data for U.S. franchisers and ultimately the identifica-
ion of both U.S. companies and prospective Hungarian 
ranchisees. The Hungarian companies will be those 
indergoing privatization at their own initiative or under 
he aegis of the State Property Agency. A final and critical 
'lement will be a presentation before Western franchisers 
n the U.S., and perhaps elsewhere in the West. 

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

)otential franchising offers to the privatization process.;overnmnents in East/Ceiitral Europe, like dozens of gov-
rarnments worldwide, are, of course, considering or imple-
nentig prvatization initiatives to reduce the cost of cer-am 

ofgovernment functions and improve the efficiency
asinc services in those countries. Franchising can be uti-zed as a vehice for the privatization process, which is a ,pzc we will report on further in coming months 

REGIONAL 

Protecting Against Political
 
Risk, Including Currency
 
Inconvertibility and

Repatriation of Profits 
by Robert B.Shanks, Esq. 

(Editor'sNote: Mr. Shanks is a partnerwith Latham & 
Watkins, which now has a partnerin residence in Moscow. For­
merly, Mr. Shanks was vice presidentand generalcounsel ofOPIC.His practicefocuses on transactionsin developing coun­tries includingRussia and East/CentralEurope.Forexample, 
he was involved urith General Electric'sacquisitionof 
Tungsram in Hungary.) 

EXECUTIVE SUMMARY: Central andThe East 
European nations and former Soviet Republics have 
embarked on a very difficult road to accomplish some­
thing that no country has yet fully accomplished: the 
transformation of a socialist economy into a successful 
market economy. We know that the necessary changes
will not occur without hardship. More difficult to pre­
dict, however, is whether the courses chosen will be 
politically sustainable. In light of this political land­
scape, lawyers and investors must plan ahead to manage
political risk that, though not yet foreseeable, may
adversely affect investments in the future. This article is 
a pract.-.al guide for those investors who are planning to 
establish joint ventures or participate in other types of 
investments in Eastern Europe. 

Political risk forecasting is far from an exact science: 
experts in Iran failed to predict the fall of the Shah; mostexperts on China were shocked by the events in Tienamen
Square; almost no expert foresaw the recent turmoil in the 
Persian Gulf. 

Indeed, until the invasion of Kuwait, the U.S. govem­
ment was actively encouraging U.S. companies to tradewith Iraq by offering financing under the Export-Import 
Bank and Commodity Credit Corporation programs. This 
point is not intended as criticism, but rather is used to 
illustrate that political and economic changes can give rise 
to seemingly uncontrollable forces whose long-term con­
sequences are difficult to predict with any confidence or 
accuracy. Nowhere are these changes more geological in 
scope, or the gathering forces more ominous, than in 
Central and Eastern Europe and the Newly Independent
States of the former Soviet Union. 

In order to better manage inherent political risks, espe­
cially those that are longer term, investors should be 
aware of the various "tools" that can be used to help 

Cmuaia on page 13 
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HUNGARY 
Telecommunications 

icom ent to theand Banking (f ,,,ipratidctrfrHnayandEuropean a isanregion that major global industries other,a mntsi h 
antees for organizations ow~ned by private individuals whoare regarded as resident Hungarians under foreignexchange regulations, and for the majority-owned compa-nies of such people (thus, for practical purposes, CreditGuarantee Rt. is similarly constricted). It may also under-write guarantees of loans to employee organizations fromfinancial institutions. Credit Guarantee Rt. could fill animportant gap because it is uncertain whether the SPA pri-vatization guarantees, mentioned above, will apply to bankpnvafizadions. 

ConsionsChristmas 

ConclusionSince privatization began, twenty percent of state-ownedbusiness assets have been privatized. These privatzations

have had the effect of diminishing the market value of
assets remaining in state hands. In response, the govern-ment announced on December 10th that it had approved aplan for the acceleration of the privatization process, whichwill include the introduction of credit coupois and creditcertificates, the encouragement of management buyouts,and the possibility of payment by instalmentThe new planis another indication that Hungary is solidly on the path topnvatization. 

Ot course, the government's imprirnar only confirms ametprocess that, as previously noted, has already been movingrapidly. Governmental approval is a necessary, but not suffident, part of this process. What is really driving privatiza-ion is the combination of national law and individual imag-nation. Between the aspirations of the govenment for the 
'landscape 
uture and the needs of the country for the present, there isfilled with opportunities for investors with the)luck and ingenuity to roam there. It is an exciting time toe in Hungary. 

____n__ungary._ 

-ranchising's Footholdy Philip F. Zeidman, Esq. 

are in for the long haul,
with expectations of a good-looking ROI--4ake.Hewlett-Packard also exemplifies, of course, adva 

or soor. 
corn­puter technology, an area in which Esebehind the West in the graye 

Europe lagged
yof the List 40 yeams.The significance of Dunkin' Donuts (or any of the half.dozen or so U.S. franchise systems that already have afoothold in tle region) may be less apparent. Certainly itmust be k'pleasure for consumers in the region to haveaccess to chose long-absent icons of the West--jeans andhamburgers, fried chicken and pizza. On a busy pre-Saturday in Budapes custome, wu-e lined up 

outside the Levi's outlet on Karoly Court, with a .manat thedoor admitting two or four shoppers only when an equalnumber left, packages, usually, in hand. 

Benefits Of FranchisngBut the chain stores offer something more than the stis­factionof ani sie acquisitive itch. Franchising and°tsi bnes esen rin tson xerie nce hsustantial benefits to these new markets. Experience hass i franhiingisgnfiwnt

6 A relat 

o
 
e e to atranpeinA relatively simple vehide ilorrgn 

o 
to attract invest­at a lower risk in a difficult market
 

* 
A spur to rapid expanson;e

A speedy, low cost transfer of know-hw, technology,
eA cm laetegsem dn usihA complete s Of doing business that Is imxedi­ately available to master licensees and their fran­

chisees
A vehicle that joins new frachises such as a priva­tized hotel system, to similar systems worldwide,bringing the benefits and Improvements made tothose systems to the newiy privatized amnpany. 

Federal Assistance
Philip Fo.Zeian Teappearance of these franchise companies represents.. ,,,-economy. one very direct form of assistance to the Easten European~.diwr's No e: Mr. Zei&mm 9 Atmauiimg Pwbw Of B 

It is supplemnted in various ways by more for-Wsmg ... .. Lmtui,D w; ' "gm" 
Zti& u d ral govement-to-government ascistance. From the U.S,-WAsingn uC. L ,

w vundtmaw• 4a, .ig 
Ha i., ­d, pass aIts vehi lEO, go~um 

Eastern European perspective, the major playts Is the US.ad buni u ntimsO inW"wu. ftoillboards, neon signs, bus and trah Agency for International Developmvmt ("A.MD.').posters, blinking Whatevetheszeofa company._qrm a technogiaCredit to a 
;hts--dvertemets are ubiquLt-us in Buda-pest. Ridinge airport minibus into the city, two familiar names we 

retail chain with a handful of units-credit is critical.Recognizing this, AJ.D. has developed several approachesme the traveler-first, Dunkin' Donuts and second,"wlett-Packard. Interestingly, they may be read as both 
to assist in this area.


?best of what the US. has to offer Eastern Europe and, 
For the mid-term, the agency has initiated a number of
iersely, what the region most urgently needs 

guarntee programs under a Private Sector Program autho-
A brief explanation. Hewlett-Packard is self-apparent. 
rized by the U.S. Congress in 1983. The A.I.D. efforts are
important precisely because they foster economic growth in 

e of the best managed and most successful of the Silicon changing and developing economies by (1) supportingIley companies (and with perhaps the greatest !ongevity), 
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mvironmentally-sound private sector activities, (2) support­ng privatization efforts, and (3) strengthening the small 
usiness sector. Programs currently available include: 

* 	 The Loan Portfolio Guarantee Program, which 
encourages privately-owned financial institutions to 

* 	 increase the amount of credit to small businesses;The Franchise Guarantee Program, which facilitates 
the purchase of proven U.S. franchises by entrepre-
neurs in developing countries; 
The Leasing Guarantee Program, providing an entre-preneur with theute of state-of-the-art technology
wepreeri bnkuseofnteof-reditrtortotherolugywhile preseg bnk lines of credit for other busi-

SThe Resource Mobilization Program, that redirectslocal currency within developing economies to finan-
lcal cuens thin le n ecto to i-ne 	institutions that lend thefund the small busi-
ness sector, including guarantes of bonds and simi-
lThe Privatization Guarantee Program, which faili-rates privatization, including divestiture , retctur-
ingand liquidations; 

S and
Eertuaantee Foei oHungarian* The Expert Guarantee (Forfeit) Program, promoting 
countries by supporting export frincing (forfeiting)
contraios, 

tra t
sactions. 

For the short term, A.I.D. has addred the credit barrier 
ith 	a sophisticated training seminar for Hungarian 

ankers, presented over four days last November.reaiAt that meeting, 30 bankers representing 10 Hungarian
anks, were exposed to an intensive immersion in credit 
,ractices. The program was run by outside consultants, but 
e bankers heard from David Cowles, head of the A.I.D. 

ffice in Hungary, and Tomas Bacskai, director of the
iternational Bankers Training Center. Both focused on t 
eed for Hungarian bankers to extend credit to small entre-
reneurs and the recognized risk in a country where even 
e best business plan is based on only a three year financial 

istory. The willingness of bankers to fund new entrepre-o.urs, including franchisers, could be an important spur to 
cludionmy,fable 

credit economy. 

A.LD. Funds Franchising Program
In a similar vein, A.I.D. recently provided a grant to 

istEuropeLaw, Ltd. (a consortium of US. and British firms 
rnitted to the development of franchising in Central and 

astern Europe), Budapest, to promote franchising in 
ungary. The grant represents the first time any govem­
ental agency in the United States has funded a program
pporting franchising in the US. or elsewhere. It is a signal
A.I.D.'s understanding that franchising has particular

.engths it can offer to Hungary and other economies in the 
gion: that franchising can be a tool both for the develop­
-ntof indigenous Hungarian companies, the expansion of
air businesses and for the privatization of state-owned 

enterprises through franchising (the initial A.I.D. grant 
focuses on Hungarye). 

The initial public presentation under the A.LD. grant ,il
be two meetings in Budapest late in January 1993. The first, 
a full day meetingEas 	 on January 26, will be presented byuoeLaw and the OTP, the largest national bank in 
Hungary. It will focus on franchising and privatization withsessions on finance, franchising in Hungary today and inEastern Europe generally. An OTP representative, a repre­sentative of the Hungarian State Property Agency and sev­eral franchisers will take part in the program. The franchis­ing sector will be addressed from several different perspec­

fives: that of a US. franchiser, a Hungarian franchiser andthe Hungarian Franchise Association.The next day, January 27, a second program will be pre­sented under the sponsorship of Agrobank, a Hungarian
agricultural banking institution. The second meeting will be 

targeted directly to Hungarian food sector companies. Whythat particular audience? At least three reasons come torrdnd: (1) the importance of food and foodservice to theeconomy; (2) the fact that the first franchisers tohave invested in Hungary are the ubiquitous foodservice 

companies; and (3) that foodservice continues to be the par­
adigm of franchising.The meetings should provide an opportunity for severalhundred Hungarian company executives to be exposed to
the conceptual and practical elements of franchising and its 

n h p t ec om cd vl m ntrelationship to economic developme n Hu g y, atc ­t in Hungary, particu­
larly the growth of the small business entrepreneurial 

The meetings will be supplemented by a parallel effortt e se meeti n s boute te adva ages fft 
to educate U.S. franchisers about the advantages of the
Hungarian market. The Secretary General of the Hungarian
Franchise Association, Dr. Istvan Kiss, for instant , will be a 
participant at an upcoming International Franchise 
Association meeting in San Francisco. A series of ongoing
activitiesn Hungary and the US. will culminate in a finalmeeting in Budapest this spring. By then it should be possi­

to evaluate how closely the goals for the MI.D. projecthave been met-and whether itsirnpact in Hungary would 
support the project's replication in Czechoslovakia or in 
Poland or even, ultimately, theNIS. 
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FRANCHIE G AND PRIVATIZATION 

INTRODUCTION
 

We are living in an incredible time. 
One observer described
 
the radical changes in the region as 
the first feminist
 
revolution: 
 there was no bloodshed and then everybody went
 
shopping. 
 When we say few of us ever imagined experiencing in
 
our lifetime the changes that have brought us here today. 
Human
 
nature being what it is, we shouldn't be surprised to find, at
 
every street corner, grumbling about the slow pace of change and
 
the molasses ­ like flow of improvement. 
 If you have any doubts
 
about how radical the changes still seem to the rest of the
 
world, you need look no further than last week's news, when the
 
reviews of a departing president agreed that history, first and
 
foremost, will remember George Bush because the Wall cane down
 

and East turned West on his watch.
 

I came across another quote recently that seemed appropriate
 
today: 
 Writing in 1939, the late president of India, Jawaharlal
 

Nehruwrote:
 
J 
The French Revolution of a hundred and fifty years ago
 

gradually ushered in an age of political equality, but the times
 
have changed, and that by itself is not enough today. 
The


Iboundaries of democracy have to be widened now so as to include
 
economic equality also. 
This is the great revolution through
 

.which 
we are all passing.
 

Change is seldom easy. 
For many in Eastern Europe and
 
particularly in the NIS the immediate impact of change has been a
 



-- 

--

harsher reality, a frequently fearful uncertainty and an
 
occasional doubt as to the value of this effort to turn whole
 
societies and economies around on a forint.
 

EastEuropeLaw is a relative newcomer in Hungary. 
Yet
 
franchising, and particularly international franchising, has been
 
the focus of my legal practice for over 20 years. 
Coming to
 
Hungary 
-- and I am very pleased to be with you in Budapest on my
 
___thl trip 
 it was inevitable that franchising theoretically
 

should bump into privatization.
 

A memorandum in the 1991 EastEuropeLaw files is entitled
 
"Franchising and Privatization". 
 It begins, "There is something
 

happening here."
 

Frcm that first analysis has 
come a series of events 

meetings, discussions, articles, in Poland and Czechoslovakia as
 
well as Hungary that have now brought us to this point 
-- the
 
point where a larger group can consider the connections and the
 
interactions possible between franchising and privatization. 
If
 
you look over the program topics, you will see the set of
 
propositions we plan to address. 
We hope these discussions will
 
stimulate greater interest in, and understanding of, what
 
franchising can bring to Hungarian companies and to the
 
privatization process; the types of financial assistance
 
available to businesses/investors here, and some of the ways in
 
which franchising can increase investment in Hungarian
 

enterprises and the Hungarian economy.
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This dialogue will be enhanced by the Hungarian Franchise
 
Expo in May, by presentations (by Dr. Kiss and others) in the
 
U.S. in February and April and, as now planned, by other meetings
 
in Budapest this June. 
Our exchanges today would not be
 
possible, nor could the dialogue expand, without the support
 
EastEuropeLaw has received from the United States Agency for
 
International Development. 
Other groups have contributed to this
 
venture, and we want to acknowledge the International Franchise
 
Association, Hungarian Franchise Association and [VOSZ].
 
Finally, we wish to thank the OTP Bank, who joined E-E-L as a
 
generous and interested co-sponsor to invite you here today.
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I. e Pr0i 0 
 n Pv z 
 uFar
 

A. Privatization does not:
 

1. 
 Improve the quality, appearance, efficiency of the
 
privatized entity 
 factory, hotel, restaurant.
 

2. 
 Increase the number cf small businesses or
 
small-to mid-sized entrepreneurs.
 

a. The privatization process does not increase
 

the number of "new" businesses.
 
b. The privatization process does not increase
 

employment.
 

c. The privatization process seldom provides
 
basic management skills/training to mid-level
 

managers 


(i) Every study of developing and changing
 

economies, particularly in Central and
 
Eastern Europe and the NIS, pinpoint the
 
absence of trained middle-managers as a
 
critical lack in the shift toward a
 

market economy.
 
B. Privatization occasionally bogs down 
(e.g., in
 

then-East Germany) due to the sheer enormity of the program and
 
the difficulty in building an organization to manage it.'
 

C. Since embarking o.A 
their reform policies, the Eastern
 
European nations have begun to experience the pains associated
 

DePaul, citing Mayer, "Agent of the State,
"International Manauemept, February 1991, at 28.
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with the rapid transformation of their economies. 
 In addition to
 
privatizing and reforming state-owned industries, the principal
 
tasks facing the Eastern European governments as they implement
 
their reform programs are: 
 to dismantle centralized economic
 
controls to enable markets to perform on rational economic bases;
 
to decrease underemployment and unemployment of workers; 
to
 
provide the basis for the creation of private enterprises able to
 
provide goods and services in quantities and qualities to meet
 
local need; and, in general, to create an economy that can
 
compete in international markets and achieve the benefits of
 
long-term economic growth and prosperity.
 

Franchising caa play a role in this process, most notably by
 
improving the production and distribution of consumer goods, and
 
providing services that generate employment opportunities and
 
foster entrepreneurship and the expansion of private enterprise.
 

D. 
 But perhaps more significant over the long run,
 
franchising provides an attractive form of doing business and a
 
useful model to follow in the privatization of state-owned
 
enterprises. 
It provides a rapid remedy to inefficient
 
distribution systems, facilitates independently-owned businesses,
 
and offers special benefits to the small and medium-scale
 

industrial and trade sectors.
 

E. 
 The variation in approaches (e.g., Poland, Hungary,
 
Russia) (in contrast to the theory of the European Community)
 
makes regional investment more complex, i.e., 
different rules,
 

procedures.
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Risk
 

F. Political Risk
 

1. Public opposition; and, possibly, opposition from other
 
political parties, or within the governing party;
 

2. 
 Threat of greater opposition, or loss of power, if
 
privatization should prove too costly, or unsuccessful in improving the
 
economy and meeting individual needs.
 

3. Political risk can be blunted or turned aside or even
 
transmuted into support through "skillful use of the media and careful
 
and thorough preparation of the public."2
 

G. Economic Risk
 

1. 
 The freeing of the market initially has resulted in
 
higher inflation, higher costs, higher unemployment.
 

2. 
 The concomitant result: the dissatisfied voter/consumer.
 
3. The privatization process itself carries a price tag.
 
4. 
 Cost of monitoring/accountability: the government cannot
 

simply shed state-owned enterprises and walk away.
 
5. 
 In most countries, the pace of privatization has been
 

considerably slower than predicted.
 

H. Privatization per se 
creates no new jobs.
 
I. Privatization alone does not necessarily continue to
 

draw private investment; and
 

J. 
 The privatized companies, which initially are the large
 
national corporations or public services, are high-ticket items.
 

2 Cowan, Privatization in
Develoing Co.untrie , at

Appendix 112.
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By their nature, they demand a major corporate investor (e.g.,
 
G.E./Tungsram) or a consortium of major financial entrepreneurs.
 

K. 
 The result of necessity is to turn to foreign investors
 
and other forms of outside financial assistance (e.g., 
the World
 
Bank) --
which adds to national indebtedness.
 

L. As a corollary it is possible to see an increase in
 
anti-foreign sentiment. 
Although many countries initiate
 
privatization and anticipate the advantages of competition and a
 
free market, few are comfortable with wholesale divestiture to
 

outsiders.
 

M. In Hungary, and to a lesser degree in Poland, there are
 
and have been private entrepreneurs for some time. 
Some existed,
 
and did quite well, in the Conmunist era. Privatization does
 
nothing to protect or encourage these existing entrepreneurs.
 

N. Privatization describes all the change in a country
 

through an economic lens.
 

0. Privatization strengthens a national economy but may be
 
less successful (politically-centered; large economic units) in
 
enhancing the individual's 
(and the entrepreneur's) sense of
 
finding a place in the national and the global economy.
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II. What is Franch sjng
 

A. Franchising is a relatively simple marketing system for
 
the delivery of distribution goods and services. 
Although
 
international franchising, in particular, can entail complex
 
arrangements (for example, "area" franchises, "master" franchises
 
[two-tier arrangements, with an intermediary "sub-franchisor"],
 
joint venturers), franchising basically involves a relationship
 
between two persons (or entities): the franchisor and the
 
franchisee. 
It is an alternative option to the two more
 
traditional approaches for selling to the public (1)
 
employer-employee, or 
(2) sale-for-resale, through purely
 

independent parties.
 

B. 
 What's a useful example? 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 of several
 
units; 
or by one of several "subfranchisees. of a
 
"subfranchisor". 
 The concept, throughout, remains a simple one.
 

C. Three elements characterize a franchisee 


the use by one person of the trademark of
 

another
 

the provision of some assistance, or the
 

exercise of some control, or both
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- - the payment of money by the user of the 

trademark to its owner (usually in the form
 

of royalties or other fees)
 
D. Franchising offers an important vehicle for
 

privatization in Central and Eastern Europe. 
The concept of
 
"franchising" is well known as a commercial technique in
 
developed economies. 
It is relatively simple in operation: 
 one
 
party, the owner of a name, identifying trademark or system of
 
operation (the "franchisor") grants to another party (the
 
"franchisee") the right to operate a business associated with the
 
first party's name and system. 
The grant (the "franchise
 

agreement") contains provisions for assistance to be provided by
 
the franchisor to the franchisee, certain controls exercised by
 
the franchisor over the franchisee's operations to ensure the
 
quality and uniformity of the product or service, etc.
 

The benefit to the franchisor is the capacity to expand the
 
business through utilizing the efforts and investment of a number
 
of franchisees. 
 The benefit to the franchisee is that it greatly
 
increases his likelihood of success, by associating himself with
 
the proven methods of the franchisor, and by obtaining the
 
continuing benefits of that associating himself with the proven
 
methods of the franchisor, and by obtaining the continuing
 

benefits of that association.
 

E. Briefly, what are some of the benefits of that
 

association?
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1. Participation in a recognized system (whether
 

local, regional, national or international) -- "the whole is
 

stronger than the parts."
 

2. 
 A complete method of doing business that ranges
 

from shared know-how to the benefits of collective advertising
 

and a share in a well-known name provides a secure structure for
 

the investor or new businessperson.
 

3. Shared risk.
 

F. Franchising is recognized worldwide as a preeminent
 

form of distribution.
 

o According to John Naisbitt, author of 
 .egtn,
 

"Franchising is the most successful marketing concept
 

ever created."
 

G. Franchising consistently has outpaced the economic statistics
 
in the United States good times and held its own in periods of economic
 

downturn.
 

H. Franchising is recognized as a catalyst for economic growth
 

and employment.
 

I. 
 For over a decade, within the service sector, franchising has
 
generated more jobs in the U.S. than the faltering manufacturing sector.
 

o 
 It uniquely creates additional businesses -- multiplying
 

entrepreneurial opportunities as a franchise chain
 

expands.
 

0 
 For changing and developing economies and, within those
 

countries, for relatively new would-be entrepreneurs,
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franchising syste-matically offers a wide range of
 
assistance that increases the likelihood of success.
 

0 In the context of smvll business, the success rate for
 

franchisors far exceeds that obtained by operators of 
new
 

independent businesses.
 

J. 
 The structure of many Hungarian state ente'prises is
 
suitable for restructuring via franchising. 
This is true for
 
enterprises already privatized; those currently involved in the
 
privatization process; and, ultimately, even for those in which
 
the government still maintains its interest. 
 Franchising offers
 
to Hungarian entrepreneurs a complete method of doing business
 

that will significantly increase their chances of success both in
 
the increased competitiveness of the Hungarian market and to the
 

Hungarian products in global markets.
 

For these reasons and more, governments around the world are
 
beginning to express interest in franch.Lsing from a double
 
perspective: (1) as an economic stimulus and (2) 
as an additional
 
vehicle for privatization. 
In the United States, where
 

franchising is a major economic force, the government has begun
 
to recognize franchising as an element to be included in the
 

assistance it offers various economies.
 

Franchising In Market Econmies
 

The conviction that franchising will serve as a
 
positive economic force in post-socialist Hungary stems in part
 
from the observation of the significant role that franchising 
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though still relatively little known in Hungary 
-- plays in 

developed market economies. 

A. 	 Consider the United States, where it all began.
 
o 
 Franchising is responsible for over 35 percent of all
 

U.S. retail sales. 
o The International Franchise Association estimates that 

franchise sales will total $812 billion (U.S.) in 1992. 
o Either as owner or employee, over 8 million Americans 

work in franchising at an estimated 542,000 separate 

franchisee and franchisor operated units.3 
o 
 Perhaps most important from the Hungarian perspective, in
 

1992 
(in a 	slow economy), franchise chains created over
 
18,000 new businesses, 
that figure is expected to top
 

20,000 for 1992.
 
B. 	 Equally impressive is the historical trend. 
Between
 

1970 and 1990 the total number of franchised outlets in the
 
United States rose by nearly one-third. Moreover, current
 
projections suggest that as much as one-half of all retail trade
 
will 	be conducted through franchised units by the end of this
 

decade.
 

C. 	 To take another example 
-- that of Japan -- we find
 
that there are some 660 different companies engaged in
 
franchising in that country. 
As of 1990, these franchisors
 

3 	 Arthur Anderson & Co., 
U.S. 	Figures are from a 1992
study, Franchisin- in the Economy. 
1989-92.
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operated 136,650 stores, with approximate sales of U.S. $62
 

billion.
 

Moving closer to Hungary, geographically, annual franchise
 

sales in the twelve nations of the European Community were
 
estimated at U.S. $49 billion.
 

D. 
 Perhaps equally important for the future, franchising
 

is increasing its presence in developing and less developed
 
countries: in Africa, in Asia, and in South America. 
Frequently
 
in countries that have successfully implemented various reforms,
 
we see an acceleration of and a greater openness to, franchising,
 

Mexico being the most recent example.
 

E. Most, if asked, could recognize the term
 
"franchising" --
even in languages where no word for franchising
 

exists.
 

Questioned further, most could equate franchising with a
 

product for sale 
-- a food product almost always is mentioned
 

first: hamburgers, pizza, frozen yogurt, donuts. 
Further
 

questioning might elicit "clothing" 
- Levis (actually, not often 

a franchise), athletic shoes; possibly "print shops". 

All those responses sell franchising short. The
 

International Franchise Association identifies 40 different
 

business types that operate through franchising.
 

F. 
 What is important to realize is that franchising is no
 
longer simply a way to sell consumer goods. It is surely that,
 
but it is much more: it is a fundamentally different way of
 
providing services efficiently to large numbers of people.
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III. How Franchising Can Work in the Context of Pzivatization
 

A. Franchising can offer important benefits in Central and
 
Eastern Europe. The privatization agencies in Hungary, Poland
 
and Czechoslovakia have at varying times shown a keen interest in
 
utilizing tranchising methods for the privatization of
 
state-owned enterprises. 
At a series of workshops in all three
 
countries, 
 attendees from the ministries and from business
 
responded with enthusiasm to the first public discussions of the
 
link between franchising and privatization.
 

B. The most obvious, but not necessarily the most
 
important, role for franchising is the penetration of Western
 
franchise systenLs into Eastern Europe by making franchises
 
available for the introduction of goods and servicesG. 
 This will
 
spur the integration of these societies into the international
 
economy, not only by increasing trade and investment, but also by
 
creating the potential to expand commercial relationships with
 
the Western world relatively swiftly and economically. 
An
 
additional role for franchising in the region is as a technique
 

for the expansion of indigenous businesses.
 

C. 
 But perhaps more significant over the long run,
 
franchising provides an attractive form of doing business and a
 
useful model to follow in the privatization of state-owned
 
enterprises. 
 It provides a rapid remedy to inefficient
 
distribution systems, facilitates independently-owned businesses,
 
and offers special benefits to the small and medium-scale
 

industrial and trade sectors.
 

14
 



tourism-related companies, and some distribution facilities owned
 
by the state are centrally-operated by senior state executive.
 
Branches in different parts of the country are managed by local
 
state executives. 
 The central organization operates like a
 
franchisor, and the local branches function similar to
 
franchisees. 
 In some cases, these state-owned chairs also use
 
the same trade name and operate under a common system.'
 

Transforming such an entity into a franchise operation with
 
central management retaining some controls, while each branch
 
remains a relatively autonomous profit center, would create a
 
franchise network. 
The relationship between the independently
 
owned local branches and the central organization would be the
 
same as 
that which exists between a franchisee and franchisor.
 
In addition to being readily applicable to the transformation of
 
certain state-owned enterprises, franchising also may offer
 
certain advantages over 
other methods of privatization. 

F. 
 The principal advantages of utilizing franchise forms 
in a privatization program are that investment and business 
involvement would be spread over a wide field and wo )d utilize 
existing businesses as the base. 
By utilizing and reforming
 
existing businesses, it may be possible to minimize the extent to
 
which privatization results in the closure of state-owned
 

An example of concerns that operate under a common
trade name are the state-owned travel bureaus 
-- e.g.,
IBUZ in Hungary and Cedok in Czechoslovakia 
-- each of
which have offices throughout the country and abroad.
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businesses, thereby avoiding additional unemployment of rest­

and workers.
 

TIn 
applying franchise techniques in the privatization of
 
large state-owned conglomerates, there could be flexibility in
 
restructuring the enterprise into viable separate units, yet
 
allowances could be made for limited central control of the
 
individual businesses. Privatization through franchising also
 
can eliminate the need for the relatively large amounts of
 
investment that would be required for the purch.se of any
 
substantial state-owned enterprise. 
Instead, the individual
 
units that comprise large chains could be sold to current
 
employees or managers who could, if necessary, obtain bank
 
financing for a portion of the purchase price.
 

G. 
 Tbe Western observer is impressed not only by the
 
desirability of promoting franchising in the transitional
 
societies of Central and Eastern Europe but also by the unique
 
opportunity for achieving this objective in the context of
 

privatization.
 

To understand this, it is worth reflecting for a moment on
 
one special characteristic of these transitional economies. 
In
 
contrast with the situation that prevails in most classic
 
developing countries, retail sale of goods and services in
 
Hungary, for example, is not dominated exclusively by small,
 
independent establishments. 
Rather, a substantial share of
 
retail trade has been conducted by larger state enterprises,
 

operating through many locations.
 

17
 

http:purch.se


Such state enterprises bear a structural resemblance to the
 
network of stores, restaurants, business services and hotels, for
 
example, which constitute a franchise system. 
The resemblance
 
is, of course, superficial in that the branches in a state
 
enterprise are not privately owned nor is their activity
 
coordinated as efficiently or as profitably as 
in most franchise
 
systems. 
At the same time, these networks accomplish the basic
 
goal of providing a distribution mechanism for goods and/or
 
services, frequently under a common trade name. 
Moreover, a
 
central authority (company headquarters) may provide certain
 
services for the benefit of the system as a whole, e.g., 
product
 
development, bulk purchasing, even marketing. 
These services are
 
similar to those provided by a franchisor to its various
 

franchisees.
 

H. 
 The structural similarity of many state enterprises to
 
franchise systems offers an opportunity for application of the
 
franchising model during privatization. 
There are at least three
 
ways in which the model can be applied:
 

(1) The Verically-InteratedEnteI-ris 
. In a verLically­
integrated enterprise, both the manufacture of a product and its
 
distribution are conducted within a single enterprise. 
For
 
example, in a vertically-integrated shoe company, a network of
 
retail stores 
serves to market the shoes produced by the
 
manufacturing operation. 
Conventional strategies for privatizing
 
such a company include sale of the company as a whole to foreign
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and/or domestic investors, public issuance of the company's
 

shares and transfer of the company's ownership to employees.
 

Note, however, that none of the conventional strategies
 

identified above in and of itself involves restructuring the
 

enterprise or enhancing its efficiency. Moreover, while the
 
company's ownership may be transferred to the private sector,
 

there will be no greater number of independent entrepreneurs at
 

the end of the process.
 

By contrast, the manufacturing and distribution functions of
 

the company could be separated. 
In that case, a network of
 

brand-name, franchised shoe stores could be developed. 
Under
 
this scenario, the resources and energies of the manufacturer
 

could focus on the manufacturing process, while independent
 

entrepreneurs could sell the product more effectively.
 

(2) The Horizontally-InteQrated Enterprise. 
 In a
 
horizontally-integrated enterprise, multiple sales branches sell
 

goods/services that do not derive from a single, identical
 

source. 
an example of a horizontally-integrated company is a
 

hotel chain.
 

A state-owned hotel chain could be privatized through
 

application of the same conventional strategies noted above. 
 It
 
is enormously difficult, however, to sell an entire hotel chain
 

or even a share in such a chain. Substantial capital is needed.
 

Within the chain, the quality of the hotels probably varies
 

widely.
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Consider, by contrast, implementing privatization via
 
franchising. By developing an enhanced system (possibly under a
 
new trade name), new owner-managers (franchisees) could more
 
readily be recruited to purchase the hotels. 
 These franchisees
 
would enjoy benefits unavailable to owner3 of completely
 
independent hotels, e.g., 
conmnon marketing, participation in a
 
chain-wide reservation system, and other economies of scale.
 

(3) Privatization and Conversion Franchisinr. 
through the
 
Pre-privatization Program, many smaller retail units have been
 
"spun off" from-the state enterprises of which they were part and
 
individually auctioned. 
In many cases, the consequences of such
 
a privatization will prove negative both for the "stripped" state
 
enterprise 4 the new shop-owners. The enterprise's
 

distribution network will be truncated. 
Meanwhile, the newly
 
independent shops will have to fend for themselves without any
 

source of support.
 

One solution to this dilemma would be to identify those
 
newly independent stores that would be suitable franchisees in a
 
reconstituted distribution network. 
If properly designed, such a
 
franchise system would provide its participating entrepreneurs
 
with the array of support services typically offered by
 
franchisors. 
 The system, the franchisor and the new franchisees
 

would benefit.
 

I. 
 These examples illustrate some of the ways in which
 
franchising can assist in privatization. In countries as
 
disparate as Brazil and Great Britain, these concepts are being
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studied and implemented. 
For instance, in both these countries,
 
franchising is being used in the privatization of post offices.
 
In Brazil, moreover, the possibility of franchising state-run
 
electrical services is also under review.
 

J. Franchising is recognized as a "marketing miracle."
 
Just beginning to be understood is that it is also a technique
 
for organizing capital and labor, and distributing risk and
 
reward, in ways which have profound implications for an
 
economy --
and for government.
 

K. 
 Consider some aspects of the potential synergy between
 

franchising and privatization.
 

0 The horizontal nature of franchise expansion offers
 
a logical structure for the government enterprise 

that "goes private" and seeks to have a central 
headquarters and regional/local distribution centers 
in order to deliver services -- postal, electric 

utilities and the like -- regionally and nationally.
 
0 
 The delivery of services to the consumer is central
 

to franchising: the ability to distribute goods and
 
services efficiently, rapidly, at sustained levels
 
of quality and at a relatively low cost. 
 If that
 
capability can be duplicated for governmental
 

services it 
can improve service delivery to
 
consumers (
an area of great citizen
 

dissatisfaction.
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0 
 The rapidity of conversion and expansion is 
one of
 
the hallmarks of franchising, and is essential to a
 

smooth process of privatization.
 

0 
 Franchising is unique in its ability to expand
 
entrepreneurial opportunities. 
The basic pattern of
 
expansion requires the establishment of additional
 

units, each of which represents a business
 

opportunity for an individual
 

investor/business-person. 
No other technique of
 
privatization creates such small business
 

opportunities.
 

L. The consideration of franchising in the context of
 
privatization is 
more than theoretical.
 

1. The process of privatization may assume a number of forms
 
in complete divestiture, publicly owned assets may be completely
 
transferred by sale to private individuals or firms after which
 
the government bears no further responsibility for the operation
 
of the assets. 
This is the clearest and most desirable form of
 
privatization, but is often the most difficult to accomplish.
 

Alternatively, in partial divestiture, the state
 
retains partial ownership of the divested assets by selling a
 
portion to individual buyers either directly or by means of a
 
public stock flotation. The proportion divested may leave the
 
government with either a majority or minority share, but the
 
practical effect is to put the current operation of the firm or
 
service in the hands of private managers; the government remains
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a shareholder with representation on the board. 
Partial
 
divestment, or mixed ownership, creates special problems [that
 

are beyond the scope of these remarks].
 

The assets myalso ber v m 
 cnr of
 
the government by management contrati_nqj leaaina,_ 
r
 
franchising. 
Management contracting puts operations in the hands
 
of an outside management group while leaving ownership in
 
government hands; 
its major purpose (as is the case with leasing
 
or 
franchising) is to restore an ailing firm to profitability.
 

This may be part of a long-range plan leading to complete
 
privatization when, and if, the firm becomes an attractive
 

candidate for sale.
 

A variation on the leasing arrangement, known as the
 
contract plan, has been employed in France and French-speaking
 
Africa. 
Here the government draws up an agreement (usually
 
lasting three to five years) with the management of an SOE that
 
specifies in detail performance standards that the SOE is
 
expected to meet and for which the managers will be held
 
responsible. 
Failure to meet the standards will raise the
 
question of management change if it can be determined that the
 
fault lay with management rather than with extraneous causes over
 
which management had no control.
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Wholly owned subsidiaries of a larger SOE, or of
 
services within vertically integrated firms 
(such as importation
 
and retail distribution of fertilizer), 
may be achieved by a
 
process of spinning off. 
 Examples include construction of
 
transmission stations within a national telecommunications system
 
or establishment of airport services and duty free shops under a
 

national airport authority,.
 

2. 
 A number of LDC's are considering or using a relatively
 
new concept, "BOOT" (build, own, operate, transfer) that bears
 
certain similarities to franchise arrangements.
 

More LDCs are being forced to liquidate outmoded generating
 
facilities and are now turning to the Boot concept for
 
construction of new plants. 
Under this plan the investors
 
(foreign, local, or a consortium of both) find the finances and
 
build and operate the new facility for a fixed length of time.
 
At the end of that time ownership is transferred to the
 
government or to a group of local private investors. 
 In theory,
 
the initial investors recovered their capital outlay and a
 
reasonable return over the agreed period (twenty years or more)
 
but it is possible to delay recovery of part of the investment
 

until the point of transfer.
 

a 
 Cowan, L. Gray, Privatization in the Develoing World,
Praeger, 1990.
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Examples
 

The Moscow Times reported on December 4, 1992 that the
 

Mikoyan Meat Plant, the largest meat plant in Europe and now a
 
joint-stock company called Mikom, has turned to a novel approach
 
to reverse its production slide 
-- franchising. To save the
 

plant, the company decided it needed to bring sausage directly to
 
the people rather than selling through state stores, which
 
increasingly wanted to sell more lucrative items than sausage,
 

such as ladies underwear. 
When the city government would not
 
sell the plant buildings for retail space, the plant management
 
decided to operate out of street Kiosks. 
Today, 211 Kiosks with
 
the Mikoms logo painted across 
the top-are in operation. Each
 
Kiosk, completely equipped and registered, is handed over to a
 
franchisee. 
The plant requires each franchise to sell at least
 
550 kilograms of sausage per day, while the franchise must return
 
to the plant to purchase price plus 5 percent of sales to cover
 

transportation, facility depreciation and servicing. 
The
 
franchisee is free to set retail prices as long as the final mark
 
up does not exceed 15 percent of cots, a profit ceiling
 

stipulated in a recent decree by Moscow Mayor Yuri Luzhkov.
 

Ironically, the implications of franchising in the context
 
of privatization have surfaced most visibly, not in America, the
 
home of franchising, but in some unexpected places abroad.
 

Perhaps the most visible 
-- and current -- example is Eastern
 

Europe. It is nearly impossible to be involved anywhere in
 
Eastern Europe without having to assess the process, progress and
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prospects for privatization..., and increasingly, that assessment
 
entails an examination of how franchising can make it more
 

effective.
 

Consider these recent illustrations of the coalescence of
 
these two powerful vehicles for change 
- outside Eastern Europe: 

0 
 In several countries, the postal service is already
 

franchising a number of its retail facilities.
 
a 
 Hungary plans to privatize 10,000 state shops within
 

the next few years... with franchising a clear
 

option to be considered.
 

• 
 In Sao Paulo (the largest and wealthiest state in
 
Brazil), serious consideration is being given to
 
franchising a wide range of traditional services,
 

from sanitation and maintenance to those associated
 
with health, welfare and education; the electric
 
utility of Sao Paulo already is experimenting with
 

franchising.
 

In the U.S.
 

Curiously, in the United States, the relevance of this set
 
of recent developments to the process of privatization has only
 
recently become evident. 
 In the United States, privatization 


the harnessing of private sector resources to deliver what
 
traditionally have been public sector services 
-- has been
 
gaining acceptance in recent years. 
 Frequently this has meant
 
simply the sale or other disposition of federal assets.
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Increasingly, however, we are seeing private sector
 

entities assuming contractual responsibility for state and
 

municipal services. The benefits include reduced municipal
 

outlays, limitation of risk, and reduction of costs to taxpayers
 

while maintaining the level of services. 
 One U.S. study
 

determined that 80 percent of localities are using the private
 

sector for vehicle towing, 44 percent for commercial waste
 

collection, 30 percent for ambulance and other health services,
 

42 percent for bus systems and 35 percent for day care centers.
 

It is noteworthy that al of these undertakings lend themselves
 

to franchising.
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III.A Privatization from the Business Perspective
 

A. Privatization has a significant impact on business
 

planning and investment decisions.
 

1. None of us would be here, the subject would be
 

moot, were it not for the velvet revolution.
 

2. The shift, in each instance, from a central
 

economy toward a free market, is signaled clearly by the
 

implementation of a privatization program.
 

3. Despite the .ariations from country to country,
 

privatization acts as a comfort signal to businesses
 

everywhere -- an indication that an official effort to order the
 

transition is underway. The absence of such a signal creates
 

uncertainty which weakens the environment for business and
 

investment - particularly outside investment.
 

4. Privatization per se centralizes the
 

decision-making process, provides accountability and makes public
 

the rules and regulations that act as guidelines to >"siness.
 

B. 
 At least four types of business-investors are likely
 

prospects in newly privatized economies, and all are important to
 

development.
 

1. The great global companies that are everywhere.
 

They did business even behind the "Iron Curtain", and in other
 

controlled economies. 
They are willing to wait for profits,
 

believe it is important to be a presence wherever there are
 

consumers.
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For these companies, privatization confirms their
 

business decision, affirms their long-term commitment, and
 
usually leads to expansion of the business presence: new plants,
 
expanded distribution, etc. 
 Example: Coca-Cola, Pepsico.
 

2. The equally large, global companies that tend to wait
 
for change. 
Once change occurs, such companies, already having a
 
global presence and accustomed to competing in a global market,
 
tend to come into the new economy early, with a large investment.
 

Example: General Electric.
 

3. The mid-sized company (in terms of international
 

companies generally), possibly a franchisor, that is attracted by
 
the prospects of the burgeoning new market, can manage a certain
 
level of risk, has international experience (from "some" to
 
"considerable") and wants the competitive advantages (including
 

publicity) of early entry. 
Example: Baskin-Robbins.
 

4. 
 The somewhat unexpected entrant, the entrepreneur from
 
"left-field." 
 Sometimes a business with no prior international
 

experience. Not necessarily a franchise. 
 Usually an individual
 

entrepreneur; usually 
-- but not always ­ an entry that requires
 

only a modest investment.
 

In general (although the set of participants is very small),
 
such companies seem to enter very early 
-- on the first wave of
 

headlines, or late--as in "most recent entry." 
 Rationale in
 
these instances is publicity, e.g., Astro-Pizza, or a weak
 
economy at home. 
 The U.S. builder, for instance, presently
 

working on a luxurious housing development outside of Moscow
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might never have contemplated such a project had the real estate
 

market in the U.S. been friendlier over the past several years.
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111.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.
 

31
 



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.
 

E 
 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 franchises being a 
private, independent business person "whoowns, and usually also 
operates, the franchise. Managers or employees of the current 

distribution channels could be offered the iportunity 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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employee of the state-owned enterprise, if that enterprise
 

controlled the distribution channels, or by the current agents
 

or sales representatives. .ach 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 baseS 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 am an individual entity within the framework of a 
franchise system.
 

The franchise company (the franchisor) 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 
franchisor'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 

franchisor,
 

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 franchisor's trade name and business concepts, as well as 

for ongoing assistance and advice in the operation of the 

hotel. The franchisor may offer to manage the hotel on behalf 

of the franchisee, in which case a management fee would be paid 

to the franchimor, 

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 Gtores 

Under the so-called "small-scale" privatizatlon of
 
retail and/or service stores, these independent and unrelated
 
entities are being privatized by sale to private owners. 
Many
 
of these newly-indepcndent businesses may eventually fail, due
 
to lack of a support system, lack of concerted buying power and
 
inaffective advertising. These symptoms may be overcome ifthe
 
new owners of the retail and/or service stores affiliate with 
an existing or newly-crested franchise compan? operating inthe 
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 cow.on 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
 

The franchisor
coordinate the servicing of national accounts. 

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.
 

UUnle: Pany 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. Typiolly, 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 rower, 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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WHAT MIGHT A FRANCHISE LOOK LIKE" 

3.1 No decisions have yet been taken on the design of francruses: the duration and geographical extent offranchises. and the functions to be camed out by franchisees. The aim will be to preserve as much flexibility aspossible in these areas to take full account of the private sector's views. including those expressed in response to'thisconsultation document. on how it can best bring its skills to bear. There is a trade-off to be made between three
elements: 

* the need 	to package services in a way that will idtinaiely allow for the operation of all services by theprivate sector 

the need to enhance competiton whilst giving private sector operators as much freedom and flexibility aspossible to meet passengers' neels: and 
the desire to move swiftly and let franchises for a subsimntial volume of services within the lifetime of the 
current Parliament. 

3.2 The quickest way to divide up the BR passenger network into separate service groups for franchising wouldprobably be to base the service groups on the existing profit cenutes. but proposals for franchising other groupings oreven individual services will also be entertained providing that they would not leave a residue of services that couldnot then be operated efficiently. It should be recognised tha the greater the degree of disaggregation - down to lines orbranch lines or even individual services - the more comple. and therefore ume-consumng. it will be to separate outthe business and to provide adequate financial information. Nevertheless, the aim is to devise a system which canreflect prospective private sector bidders' views. 

3.3 Te shape of i franchise as it iscurrently envisaged is s out below:
 
* 
 there will not be a standard duationifr..allfnchises. the length of each franchise will be decided in the 

light of bidders' responses: 
0 services will be grouped in a way that makes commercial and operational sense, based on the need to securthe efficient use of assets such as rolling stock: has regard to the markets to be served, inparticular reflecutglocal and regional idenuty: and. as far as possible, provides scope for competition: 

the franchisee will take on the responsibility for managing all aspects of train operation, including traincrew.on-board 	services and service marketing. The franchisee might also invest, or make his own arrangements,for providing rolling stock and other operational asset 

* 	 the franchisee will generally be free to set fare levels and offer different ticket types subject to anyresmctuons imposed, where rail en)oys significant market power or where the fares smicture is specified by aPTE.,* 

* the franchisee will bear both operatng cost and revenue risk. In other words, the franchisee will pay all thecosts involved in operating the franchise, and receive all the passenger revenue and other income (eg whereappropriate from station trading) attributable to the franchised services, as well as any subsidy payment. 
3.4 Anither option which might be considered in particular circumstances would be for the franchisee aro toundertake captal investment in infrastructure. eg the upgrading or electrification of a line, and so take on a 'vevwzcalyintegrated' franchise 	covering the operation of track and signalling as well as trains. In operating the trrck. thefranchisee would come under the Regulators oversight in relation to access for any other track use. 
3.5 The passenger rail franchisee will be able to operate with his own brand image, tailoring the povision ofservices in such a way as Ominimise operating costs and maximise revenue, whilst complying with a performancespecification in the franchise contract which will set minimum levels and standards 

13
 



The Government wishes to extend private sector involvement to E opera". -- ­
2.24 	 or near the cennte ot towns. 1t 

and development opportumusin
Station buildings at- ofte unrderus prescning reta 	

iAM emuni in cies clearly provide
for diffent s mo s 

that different approaches will be appropriam
is likely 
different opportnUtoes from small sumons on branch lines m rural areas. The Governent has uicated that it will be 

be sold.leasehold 	intrest) t 
possible for stations (or more probably a 

2.25 Franchisees may he interested in taking over the management of stations served by their trains for the 

duration of their franchise, in panicular 

and ticket offices. where they will want to be responsible for the interface with 
* 	 the operatonal, area 

passengers. and 

in order to take full advantage of the opporMties to realise income from station trading and retail activities. 
S 

A franchisee might therefore wish w operate the stations along the line of route served by his tmins, whilst a 

developer might wish to acquire the right to develop them. There could be scope for joint ventures. 

the operatonal areas (eg the platforms 
A key pan of the proposals for nmxiing the use of sttions is tha 

2.26 to them is protected through the licensing system. in the
 

and sidings) are proteted for railway use. and open access 


same way as for the track itself. Station operators will therefore have w obtain a station operator's licence. Access and 

charging for the use of staions will be overseen by the Regulator. 

Systems 

in order to run their businesses -for example 
will need access to certain systems

2.27 Franchisees 
technology. Much of that will be provided by Railack. Franchisees are 

telecommuications and lineside infmmation 

also likely to need to develop relationships with other parties for the collection and allocation of revenue. For example. 

from ticket sales by other operators or by independent
of revenue 

most franchisees will derive material amounts 

ticketing agencies. 
who 

a network industry, the railway offers good opportunities for genering business from passn 
2.28 	 As that it will probably be in

the system. This means 
from one part of the country to another across 

want to travel 

own commercial interests to cooperate in offering facilities like throgh tickets. Threre will also be case 
operators' 	 cross validity') of tickets issued by other operators. 
where operators have an interest in ensuring mutual acceptance 

In order to agree the joint working arrangements that will be needed to provide these facilities. it is envisaged 
2.29 	 services) will be expected to 

that a Joint Industry Body will be created. which all franchisees and BR (whilst it rums 

join. The Joint lndustmy Body will provide a formn for agreeing revenue apportionment and allocation mechanisms, so 

that franchisees are not forced to enter into separate negotatons with every other service operator on the netwok. 

The Regulator will be responsible for ensuring that ticketing arrangements am not anti-competitive. He will 
2.30 	 in sonie circusncs (see para 4.7 et seq). 
also have powers to ensure that *crossvalidity' is provided by operator 

et seq below specifically address the mechanics of revenue collection and apportionment (Pan 5.9) 
2.31 Paragraph 



tnat BR conuWnues 1o run tor the umc Ileing. 

2.16 In addinonw t bodie. franchisees wi aso comen serviars, con'=-t with a numbr of other players in ormer ton patcuLar with repect to safety, and in obtaining a=ss to the assets and syswns they will necl. 



WHO WILL TE INVOLVED IN FRANCHISING? 

2.1 Some new orgamsations will be brought into being as aresut of pnrvausation (eg the Franchising Authory):other bodies Will have the same or &slightly differnt r61e to th which they play at present (eg the Health and Safery.Executive). The secon below sets out the nanm 
and the respomibiii

in franchised passenger services, and covers key aspects such as safety. 

of some 'key players' who will be involved 

2.2 	 Three new players will have a significant r6le in franchising, the Franchising Authority. the Regulator andRaurack. 

The Franchising Authority 

Granuingfranchises andpaying subsidy 

2.3 The Franchising Authority will have the specific task of franchising passenger services. Its head will be
appointed by the Secretary of State for Transpor 
be undertaken. These will provide guidance on: 

, who will set high-level objectives on the way that franchising is to 

* the way that services should be grouped. 
* 
 the levels and quality of service the Franchising Authority should be seeking from franchisees,
 
* in what circmnsaces and to what extent faes migMh be controlled. 

* how bids should be assessed, and 

* the pace of the franchising programme. 

Initially. these objectives will require the Franchising Authority to base the pattern of passenger services to beprovided on BR's existing service levels. 
2.4 The Franchising Authority will collect premiums from franchisees onresponsible for paying subsidy to franchisees profitable franchises, and bewhere necessary, within overall budgetary constraints set by the
Secretary of State. The Franchising Authority will thus be the main conduit of subsidy for passenger railway services.
But local authorities will also have a continuing involvement here, particularly in the main conurbauons outsideLondon.
 
2.5 PTA%and are currently responsible for deciding rail service levels and paying subsidy in one Scottish

and six English metropolitan - Strathclyde. Greater Manchester, Merseyside, Tyne & Wear, West MidJland
 

areas 

South Yorkshire. and West Yorkshire. 

Passenger Transport Authorities (PTAs) are joint authoriues comprising counciaors nominated by thevarious district councils covered by each Authority. They are responsible for the broad msregy of publicpassenger transport provision in their areas. Passenger Transport Executives (PT ) am the prfessionaltaies charged with administering PTA policies.
2.6 When franchising is introduced, the PTAs/TEs will continue to be responsible for decidi'g 9proPria
service levels in their areas, and for paying for them. but the franchises will be let by the Franchising Authoriy. This is
necessary because the sensible grouping of services for franchises will not necessarily fit within PIE NbmdwieL 
2.7 Other local authorities will also have powers,enhancements as they do now, to pay 'top-up'in their areas. If. for example, 	 grants to secure servicea local authority wished to contribute toward the cost of Providing an 
additional late-evening aain. it is envisaged that it would appomch the relevant franchisee directly. Local authorities.
including PTEs, will continue to have powers to make capital grants, for infrastruce projects such as statonimprovements or the purchase of assets such as new rolling stock. 



THE pRIVATISATION PROPOSALS 

How does the franchisingof passengerservices fit into the Government's overall plans for railway 
pnvansarton? 

1.1 The Govenment's proposals for pnvafliariof of passen M. rail services centre on franchising. The other key 
elements of the Govmnment's railway pfv~nafnon policy are: 

a 	 the creanon of arrangements for gTitinZg access t the national ur& network for passenger franc usees and 
others seeking to run pusen g or freight service, subject to their obtaining the necessary licences: 

* 	 the establishment of ARail Regular to oversee those arangemems. protect the interests of rail use. issue 
licences erv operatomr. and generally promote competiion and the efficiem use of the railway; 

* 	 the restructuring of BR to create a new. discrete, national track authority - Railtrack - responsible for 
timetabling. operanng signalling system and track invesunent and intenance 

* 	 the establishmnm of a framework of safety regulation which will guaante that necessary safety performance 
is maintained and observed across the railway; 

* 	 the involvement of the private sector in running and developing stations - either as pan of frachises, or 
sepazely;, 

a 	 the outright sale of the freight and parcels businesses. -,, 

1.2 All of this is subject to the necessmy legislation being approved by Paliament and receiving Roya! Ast 
The nmescale envisaged is that a Railways Bill will be inuoduced at the end of 1992 and. subject to approval by 
Parhament. receive Royal Assent m 1993. 

1.3 Following Royal Assent. the Regulato will assume his full duties in relation to the new rights of access to the 
British Rail network. The Government has employed consultants to advise on the principles for governing access to 
and charging for use of the track network. The Government plans to make known its decisions on the principles before 
the end of 1992. so that systems can be established for full implementation of the domestic access and charging regme 
from April 1994. 

1.4 A Franchising AuhMity will also be appointed following Royal Aset with the responsibility of franchsing 
passenger services on the Government's behalf. It will arrange the competitions for granting franchises and monitor 
franchisees' performance. By the time formal Invitations to Tender for the first franchises ae despathed by the 
Franchising Authority. the Regulator will be in place and the rules for accen and charging will have been published. 

1.5 BR will be remsu=red so that its infrastructe and serices are mmuged separaely. The objective is that 
Railtrack. which will own the track and other infrastuue. will become a subsidiary of BR with effect frm April 
!994. It will not be subsidised - subsidy being targeted directly to the prvision of services - but it will be eligible for 
capital grants in certain cismmstances. Railtrack will be expected to make a return on its assets and to charge operam 
for use of its track and other infrastrucure. Rziltrack's charges and allocation of tunpaths will be overszi by the 
Regulator. 
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Introduction 

i. 	The White Paper 'New Opporunities for the Railways' (Cm 2012) publishedrpo. in July set out the Government*for ma~xusng prvae sector involvement in the Operaon of railway services. Central to the proposals folpassenger services is the intention to franchise their operation. The purpose of this document is to explain the
pnsas for passenger '-anchising in more detail and to seek the views of prospecnve franchisees and other interestedpai'es.such as firancial insuriruons. on: 

* the ways in which the franchising of passenger services might best be carried out. and 
S the areas, geographically and in terms of specific activities, which would be of most interest 

to them. 

ii. The Govemrnent wants franclising to be responsive to the market, and to ensure that it is. it needs to learn whatservices the private sector would be interested in operating under a franchise, and what information prospectivefranchisees would need in order to bid for a franchise. 

iii. The White Paper made 	clear that there would be no universal template for a franchise 	contract different-passenger services have different chanctenstics. The Government's intention is that the private sector should assumeas much responsibility as possible for delivering passenger services employing and managing the necessaryresources, taking the responsibility for the safety of their operation. assuming revenuepromoting new investment. nsk and. where appropnate.It should be the private sector franchisee who has the direct relatinhi,,, --,rail
 passenger. 

iv. The Government believes the key to maximising private sector involvement, and maximising the gains topassengers. is to adopt a flexible approach - to allow private secor companies as much freedom as possible in bringingtheir skills to bear. There will. inevitably, be some constraints. 

v. Although the intention is to take full account of the interest expressed by private sector companies, it will benecessary to decide how services should be grouped for franchising and what functions indiviclual franchises shouldcover so that the private sector can be invited to compete for franchises through a'competitive tendering process.Decisions on the grouping of services will need to be taken well iti advance of the despatch of invitations to tender sothat arrangern.-nts can be made to reorganise the current activities, and so that financial and other information on the
services covLird by an indik idual franchise can be made available to bidders. In order to ensure that adequate financial
and other information can be rade available to bidders on the first service groups to be franchised they will have to be
identified as soor. as possible.
 

v1. 
 It is envisaged that the franchising of passenger services will be undertaken progressively, rather than in a single
'big-bang'. Decisions on the phasing of the programme will takedocument. acwount of the responses to this consultationThe Government's intention is that a substantial proportion of passenger services should be franchisedwithin the lifetime of the current Parliament. subject, of course, to Parliamentary approval of the necessary legislation.Competitions for the first franchises are expected to start in 1994. 
vii. 	 This document attempts to set passenger franchising in the context of the Government's overl privatisationplans, to 	describe the ways in which the franchising proceL_ is expected to work in practice, and to provide anoverview of the passenger rail business as currently provided by BR. 
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I. Brazilian Postal Service
 

It seems to me, as to the post office, first of all what
 

this illustrates, I believe, is the point that franchising is
 

not always used only where government is inefficient and
 

unacceptrd by the public. 
That seems to be the stereotype we
 

have used throughout, but the fact is is that inmany cases
 

that is not the situation. This is 
one of those cases because
 

the post office is not inefficient and the post office does not
 
have a bad reputation, so you are not trying to fill u gap left
 

by bad service and replacing it with private service, you are
 
simply trying to get other advantages of being able to shift '4e. 

over to private ownership. 

Second, it illustrates a situation which is also, we are
 

finding, common throughout the world and that is, that in 
one
 

fashion or another franchising is already in use by government
 

in some ways without even being recognized or known; that
 

governments were already starting to franchise or doing
 

something like franchising because, after all, the subagencies
 

or subcontract arrangements already in existence by the post
 



office and.-others were already a form of franchising even
 

before people thought of them that way.
 

Next, this is an illustration of the fact that
 
governments are moving into franchising quite without the
 
benefit of experts coming in and telling them how to do it,but
 
were simply following their own instincts of what was the best
 

way to proceed.
 

It is also an illustration of what we spoke of earlier
 

on the so called vertically integrated operation; not every
 
part of a company can be franchised. 
You do not have to think
 
of an entire company being franchised because parts of it
 
obviously cannot. 
Just as you cannot franchise the digging of
 
ore out of the earth you cannot franchise all of the post
 
office. The basic elements of a post office system must be
 
done by a large centralized operation, but there are parts dowr
 
further on the chain of distribution which can be split off;
 
and that privatization could be done by a form of licensing or
 

franchising which this illustrates.
 

This also is an illustration of how franchising need not
 
be thought of as 
either the creation of a new facility from
 
which goods and services need to be distributed, which we think
 
of in terms of a McDonald's free-standing franchise, nor need
 
it be thought of as the sale of 
a fixed facility or other asset
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by the public or the government to private sources because, in
 
this case, as in many other cases, the franchising can be done
 
by people operating out of existing facilities, boutiques, a
 
part of another operation and the like; 
and that is also common
 
to franchising of government services.
 

I think, what is going to be interesting in the further
 
examination and further course of development of the postal
 
franchise is how it will deal with some 1
o'-,e -nLesting
 

challenges. 
 I will give you three examples:
 

1. The post office here has already done what other
 
government agencies are doing in the course of franchising and
 
that is, finding that there are many other services which they
 
can move into other than the traditional ones.
 

It has already moved into, 
as you heard from the
 
speaker, some additional services, but there are many others:
 
telefax operations, quick copying operations, the sale of other
 
related items such as stationery and greeting cards; 
it could
 
easily move into the equivalent of a travel agency operation,
 
with sale of theatre tickets and the like; 
and it could serve
 

as 
a currency exchange operation. In short,
 

yourself of traditional notions there is 
no reason why it
 

cannot move into other areas.
 

- 3­



2. Second interesting challenge will be the political
 

challenge faced by the perception of the public when the
 
government has turned over certain of its operations to private
 

hands.
 

In the case of the efforts by United Kingdom to
 
privatize and franchise its postal services, an operation with
 
which we were involved through a colleague of mine in giving
 
advice to that British government on its own franchising of its
 
own post offices, they ran into an interesting problem because
 
Mrs. Thatcher felt uncomfortable about the notion that private
 
people would be distributing stamps with the picture of the 
 t4 
Queen on it, thinking that there would be political and W 
philosophical objections, and that people would be "taking /At
 
advantage" or something of that nature. 
You do not have quite
 
that sense of royalty here, so far as 
I know, but I think there
 
is still something of the notion that you are putting public
 

interests in private ds.
 

3. 
 Final challenge, I think, will be determined by
 
how bold you are and how much you are willing to allow private
 
interests and the forces of competition to dictate what you
 

do. I will give you one example:
 

(a) 
We have this notion today that, "Every time
 
you mail a letter it should cost the same thing as 
long as it
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is the same.class of service. Whether you are mailing it from
 

the center of Sao Paulo to*a suburb of Sao Paulo or from the
 

far Northeast to the far Southwest it should cost the same".
 

That is obviously nonsense. It does not cost the
 

same. 
 It costs the post office much more to deliver the second
 

letter than the first, but today the post office might be a
 

little bit uncomfortable about introducing all sorts of
 

different gradations of cost of mail because people are being
 

accustomed to subsidizing, which one of those letters does for
 

the other. If this turns over to private hands, perhaps, it
 

will be interesting to see if you arc willing to go further in
 

terms of competition and the forces of the market-place, and to
 

see whether you would be willing to allow true market- lace
 

forces to apply.
 

In short, I think this is a remarkable example of
 

a good government agency, not a bad government agency,
 

attempting to turn over a substantial part of its operation to
 

\private hands and seriously considering how the advantages of
 

franchising may make it possible to do something which 4ould
 

otherwise not be possible to be privatized. I would look
 

forward to the future of this operation when the offer for
 

tenders is announced in May. I would be curious to know the
 

sorts of proposals that you get from people telling you how to 

do it even better than you are doing it now. 
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II. 	 Eletrical Utility
 

The CESP example seems to me to illustrate some quite
 

different points. I think, first of all and to me, the most
 

interesting point illustrated by CESP is that it may ultimately
 

be easier to privatize through franchising at the local,
 

municipal or state level than at the national level for a
 

variety of reasons. Principal among them is that at the
 

national or federal level you are dealing with such a diverse
 

and heterogeneous group of constituencies and interests that
 

you are almost always torn tremendously to try to satisfy all
 

of them and almost find it impossible to do so.
 

When you bring it down to a more manageable unit, even
 

when the manageable unit is as large as the State of Sao Paulo
 

you at least are able to deal with those conflicting interests
 

somewhat more readily because you are closer to your
 

constituencies; and I find, by the way, that is something which
 

is happening around the world.
 

I think I may have mentioned earlier that in the United
 

States we are likelier to be more successful with privatization
 

at the state level than at the federal level - where a state
 

can take over an existing operation and privatize it (as, for
 

example, the privatizing of the prison system within a
 

particular state which is being considered by several of the
 

states in the United States). In Yugoslavia the state of
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Slovenia is-moving forward while the rest of Yugoslavia is, in
 

fact, not moving forward on privatization in quite the same
 

way. I think that is the first thing to me that it illustrates.
 

The second thing to me that it illustrates is a forward
 

looking company which recognizes that it could do certain
 

things better through private interests than through public,
 

and is proceeding to do so.
 

It also illustrates to me one of the points I made
 

earlier on the easel, and that is: 
 what is it that dictates
 

franchisability? I suggested to you that among the elements
 

which dictate franchisability are (a) an adequate number of
 

points of retail or service distribution to make it
 

economically worthwhile; (b) a form of know-how which can be
 

transmitted vertically from the franchisor to the franchisee in
 

a way so that it need not be done one-by-one, but can be done
 

relatively simultaneously; and (c) and (d), economically viable
 

units at both the franchisor and franchisee levels.
 

It seems to be clear that (a) and (b) are met in this
 

case because you have a huge number of points of distribution.
 

It is also clear to me, I think, although I would have to know
 

more about it, that the nature of the knowhow being transmitted
 

is such that it is possible for you to do it and also possible
 

for you to do it in a fairly simultaneous fashion, not one by
 

one.
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I have looked at some of your material and, as I see it, 
you have something like I million 200,000 thousand customers 

with approximately 200 points of distribution; 
that seems to me
 
to be a 
perfectly logical way to allocate the distribution of
 
goods and services. What is interesting here is that you have
 
further challenges you will need to meet because, even if you
 
decide that that is the way in which you are going to do it you
 
must decide what are the layers between the top and the bottom.
 

Now you already have a system of, 
as I understand, about
 

4 regions and 24 districts. If a city of 25,000 prospective
 

customers can be a unit of distribution what you can probably
 

do is determine who is a prospective franchisee - who may even
 
be, by the way, the existing manager of that operation, who has
 
about 30 employees today. What we really do not know yet, I
 
suspect, iswhether that is economically viable, because you
 
have to determine the revenue and the cost both at that level,
 

and then what will flow up to you. That is probably going to
 

dictate true franchisabilit .
 

But one of the questions of franchisability obviously is
 
the nature of the services being franchised. As I listened to
 
you describe which of those services are to be franchised, this
 

once again illustrates that in a vertical system you cannot
 

franchise everything; 
no one suggests that you can franchise
 

the harnessing of water into electric power, but at 
some point
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there are things which can be franchised. As I listened to you
 

list them - including maintenance, replacement, billing and
 

collection, services, meter reading, energy conservation and
 

the like - the fact is that I can probably give you examples
 

where every single one of those types of services is today
 

being franchised in the United States or elsewhere.
 

That does not mean they are doing it well, because they
 

may not be; they may be doing it poorly. But nonetheless, well
 

or poorly, they serve as information which you ought to have 

before you go forward, because you would be foolish to try to 

reinvent the wheel. You ought to try to find out how these . f­

things have been done elsewhere. . 5tie 

III. Medical Services
 

Final example is Interclinicas. Interclinicas to me
 

represents two interesting points.
 

The first is totally unrelated to the subject of today's
 

program, which is the subject of franchising and
 

privatization. The fact is that Interclinicas, today, quite
 

apart from the government, is operating something very close to
 

a franchise even if there were no government at all to be
 

involved, and so this subject is not one of franchising and
 

privatization. We can have a program on whether or not
 

Interclinicas ought to be franchising; and why not? That is
 

not a question Interclinicas has asked us, but it seems to me
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it is something which obviously has to be a matter of some
 

interest and curiosity to this audience which has a high
 

orientation toward franchising.
 

A quick observation on it is that you do not have a true 
franchise in some technical senses. First, because you do not
 

use the Interclinicas name over the door, or associate it with
 

each of the people whom you license to use your know-how in
 
various places. You do not do that in'part because you are
 

uncomfortable about exercising quality control over these types
 

of services (medical services, as opposed to other less
 

sensitive type of services), and when you do not exercise quite
 

the same degree of quality control it makes it difficult to
 

think of it as a traditional franchise of the sort we are
 

talking about.
 

The other aspect of your operation which makes it
 

different than a traditional or conventional franchise is that
 

a substantial part of the trade or business which your
 

licensees, we will call them, bring in is not something from
 
which you benefit. 
You deliver about half of the business to
 

them; they only get about half the business themselves; and you
 

only obtain payments or royalties of any kind on the portion of
 

the business which you deliver to them.
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That.is not unique. There are companies like temporary
 

health agencies and the like, which enter into national
 

contracts with employers who have multiple locations committing
 

themselves by that national contract to have those services
 

delivered to those employers at whatever locations those
 

employers exist, not unlike the post office situation I
 

believe, but in most of those cases the licensees operate under
 

the name of the central franchisor and the central franchisor
 

obtains benefits by way of payments for all of those.
 

You have chosen not to do that and that is a perfectly
 

valid business decision, but I suggest it may be one you may
 

want to reconsider, because if you think about it you are
 

spending a lot of money educating the public at large that
 

Interclinicas is a name which is associated with good quality
 

medical services. Yet that advertising is only benefiting you
 

in Sao Paulo because the people outside Sao Paulo are not even
 

associated with the Interclinicas name.
 

So, I recognize that is a difficult business decision to
 

make as to whether or not you wish to exercise your capacity to
 

control quality, but if in fact, either fully or partially, you
 

felt comfortable extending yourself into that form of control.
 

I believe you have a substantially greater potential for profit
 

than what you are now doing. That, of course, is an individual
 

business judgment, not a judgment for an outsider to make.
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Turning to the aspect of Interclinicas which is related
 

to today's program, which is the relationship between
 

franchising and privatization, as I understand it, what has
 

happened here is that in a country of about 150 million about
 

30 million of those obtain their medical services from private
 

sources like yourselves. Those people, I think it is generally
 

agreed, obtain a better level of services by a substantial
 

measure than the 120 million who do not; and yet the 120
 

million who do not all make payments directly or indirectly;
 

all are supported by tax payments by all; and yet for a variety
 

of reasons those people are not receiving the quality and
 

uniformity of services which could be done.
 

So in many ways I think that what this final example
 

illustrates is the capacity for further privatization by the
 

government. The first two are cases in which one is already
 

being privatized by franchising; and one is being considered
 

for privatization by franchising. The third example seems to
 

me to suggest a more political question, which is: 
 Is there a
 

political will to privatize the remainder of the medical
 

services? I suspect the answer is no, or at least not *
 

completely or not immediately, but there is no reason why that
 

could not be done on a trial basis: to have a certain portion
 

of the rest of the citizenry be serviced by the private sector
 

instead of by the government; and, if that is the case, this
 

may well be an example again where franchising could work.
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We are not, after all, talking about the problem of
 

evaluating a steel mill and determining how much it ought to be
 

sold for; that is not the kind of privatization we are talking
 

about. We are talking about the government setting up a system
 

of very high quality, high level standard of medical services,
 

and determining that only those hospitals or groups of doctors,
 

or medical groups that meet those standards will be allowed to
 

deliver medical services to citizens who are entitled to them
 

by virtue of the law.
 

It seems to me clear that a company like Interclinicas
 

would meet those standards, others would as well, and others
 

would fail to meet those standards. But that is in fact a form
 

of privatization by licensing or privatization, if you will;
 

not by the sale of companies; not by the sale of assets; not by
 

the floating of public stock. So, I think this illustrates an
 

area of government yet to be privatized, but which, if it were
 

privatized could well be susceptible to doing so through a form
 

of franchising.
 

I apologize for being presumptuous as to give­

comments on so limited 'an/xposureto your businesses as I have 

been able to receive / ftom'listening today, but I hope that that 

will at least str the discussion of these matters. 
N 

Thank you.
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D. As the Eastern European governments have engaged in
 

identifying appropriate vehicles for privatization, they have
 

given little thoughtful consideration to the utility of
 

franchising methods.4 However, in late 1990, the Hungarian State
 

Property Agency specifically suggested a role for franchising in
 

the privatization plans for two hotel chains -- the Danubius
 

Hotel and Spa Company, and the Pannonia Hotel and Catering
 

Company.5 It is anticipated that other countries will follow
 

suit as the agencies administering the privatization plans become
 

more aware of franchising and recognize that it is a promising
 

vehicle for the conversion of certain categories of state-owned
 

companies and cooperatives-- principally service sector
 

operations -- into privately-owned businesses. One objective of
 

this meeting is to move that process forward.
 

E. Franchising would be most effective in the
 

privatization of state-owned enterprises which have been
 

structured and managed in a form that is not very different from
 

the franchise concept.6 For example, certain hotel chains, other
 

For example, to the outright sale of state concerns
 
through local auctions, as in the Czech "small
 
privatizations," or the sale of stock, as in Poland,

another method under consideration is Employee Stock
 
Ownership Programs ("ESOP"), which involves the
 
creation of a trust vested with ownership shares in a
 
corporation which are subsequently given to employees
 
over a number of years. See Simurda, To Russia With
 
Stock, N.AM. INT'L BUS., Mar. 1991, at 18.
 

5 
 FIRST PRIVATIZATION PROGRAM 1990.
 

6 
 Examples abound, especially in the tourism sector,
 
e.g., hotels, retail chains, and taxi cab cooperatives.
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NOTE TO N: 
/ 

I taped my own comments on the three/case studies at the
 
Brazil program. I will separately dictate/regarding each of
 
them in connection with my letters to the/companies.
 

The bottom line is that, while they were in all cases 
different than what we had expected (raising an issue for 
discussion as to the technique for fut4lre preparation), they 
were in each case interesting, illus~tative of what is in fact 
possible (not simply our imaginatio'), and in each case 
conceivably a prospective client. / 

I see the possibility of this pattern being used in
 
other countries where we can determine that this is happening,
 
or might happen. We should discuss.
 

/dZ' t 

\4 
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IV. How Franchising Can Address the Principal Objections to
 

Privatization Thus Far?
 

A. 	 Consider the traditional advantages franchising has
 
demonstrated repeatedly over the last 40 years in the

U.S. 	and, over the last two decades, world-wide.
 

1. 	 Shared risk.
 

2. 	 Shared financing.
 

3. 	 Training.
 

4. 	 Efficient delivery of goods and services.
 

a. 	 Uniform quality.
 

b. 	 Reasonable price.
 

c. 	 Savings due to standardization and economies
 

of scale.
 

5. 	 Job creation.
 

6. 	 Business creation.
 

B. 	 Privatization in some respects ignores the issue of
 

concentration.
 

1. Franchising fosters the promotion of small and
 

medium business units and the forestalling of concentration of
 

economic power. The promotion and protection of vibrant small
 

and medium business sectors is an effective means of achieving
 

efficiency in resource allocation, because franchising serves to
 

prevent market cartelization and monopolization. Efficient
 

resource allocation in the economy inevitably will lead to more
 

equitable distribution of income, which is an additional
 

objective of the competition policies of many governments.
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2. The use of franchising as a method of distribution
 

often is in lieu of a method that promotes economic
 

concentration, such as the development of large chains which are
 

absentee owned. The concentration of power in such
 

commonly-owned chains is inconsistent with lower prices and
 

consumer welfare.
 

3. Franchising, on the other hand, promotes economic
 

deconcentration because each franchised unit is a separate entity
 

for competition purposes 
-- it is usually locally-owned, and it
 

is managed by those who make their own pricing decisions (as
 

mandated by most national laws and as required-by most franchise
 

agreements). 
 This is a key concept: units of chain operations
 

are part of a single entity that has common ownership and common
 

decision-makers, but franchised units are individually owned and
 

have separate decision-makers at each unit.
 

4. When franchising is used as a method of doing
 

business in lieu of an independent dealership (as opposed to
 

being part of a commonly-owned naticnal chain), franchising
 

continues to provide the most effective means of fostering an
 

unconcentrated, competitive economy. 
This will be the case
 

because franchising is a tremendously successful and efficient
 

method of entry: business format franchises in the United States
 

have an average annual failure rate of less than five percent,
 

while other forms of small business enterprise struggle with a
 

much higher rate of failure.
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5. Franchising is an ideal institution both for
 

economies trying to prevent monopolistic markets from developing,
 

as well as for economies undergoing de-monopolization efforts.
 

The role of franchising can perhaps best be explained as follows:
 

the franchise form of distribution retains all of the benefits
 

associated with both large company-owned chains and independent
 

dealerships, but it sheds most of the disadvantages of these
 

other distribution forms. Thus, franchising has a rate of
 

success similar to that of company chains; it permits independent
 

decision-making-and local ownership, as do independent chains;
 

and it is efficient like company chains -- i.e. franchising 

permits the franchisor and franchisees to derive the benefits of
 

quantity buying programs, valuable intellectual property rights,
 

advertising sophistication, reduced capital costs, and other
 

scale economics.
 

C. As discussed throughout, privatization by franchising
 

would achieve the objectives of privatization, resulting in the
 

creation of new independently-owned small-scale local businesses
 

and the decentralization of assets. Other methods of
 

privatization do not necessarily have the same effect. Moreover,
 

in the absence of potential local purchasers with adequate
 

resources, other privatization methods could result in ownership
 

simply shifting to a single foreign entity that has access to
 

capital adequate to purchase an entire state-owned enterprise.
 

In contrast, franchising offers the possibility of local
 

ownership of businesses thereby reducing or minimizing reliance
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on foreign capital for investment and operations. (Outside the
 

realm of privatization, franchising holds out additional promise
 

for helping Eastern European countries address other economic
 

concerns within the context of their reform programs.)
 

D. A number of economists advising governments in Eastern
 

Europe have advised that privatization be implemented as rapidly
 

as possible. Yet the process is almost of necessity cumbersome,
 

uncertain, complex--all factors that brake the pace of change.
 

The inclusion of franchising into the set of privatization
 

approaches might improve this situation.
 

One of the principal advantages of franchising over
 

other means of business expansion is the rapidity with which the
 

network can grow. Usually, business growth depends to a large
 

extent on the ability of a single company to invest in expansion.
 

With franchising, expansion rests on the investment of each
 

franchisee in his business, which in turn is a catalyst for the
 

expansion of the entire system. An aggregation of smaller
 

individual investments, which are easier to come by and are not
 

directly tied to the financial credit worthiness of the franchise
 

company, can result in rapid expansion. This acceleration may
 

lead to an increase in the number of independent businesses, as
 

each franchiF is an individually owned and operated entity.
 

E. Ceicral Europe needs those middle-sized enterprises.
 

The greatest opportunities, especially for providing new jobs,
 

lie in services and in consumer goods. These are both areas in
 

which middle-sized, locally managed businesses flourish. The
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bankrupt, giant government businesses can in most cases be
 

salvaged only if broken up into smaller and more manageable
 

units. If instead they are "privatized" as they are -- as now
 

strongly advocated by certain governments, they will simply shift
 

from being unproductive government monopolies to being
 

unproductive non-government monopolies.
 

The likely outcome? No economic turn-around, no
 

free-market economy, only continued economic stagnation.
 

Another Paspective
 

Restructuring the enterprises and franchising the
 

appropriate segments to individuals, businesses or groups of
 

investors should be considered: the distribution operation of the
 

manufacturer; the individual hotels, which can be linked
 

"horizontally" to one another and "vertically" to a franchise
 

comany crated for that purpose; the similar linkage of the new
 

owners of the retail or service outlets, by affiliating with an
 

existing or newly created franchise company operating in that
 

commercial sector.
 

Contrast the difficulties experienced in many conventional
 

privatization approaches with the benefits of the use of
 

franchising: the creation of new businesses; avoiding disputes
 

over valuation; and obviating the need for reliance upon '.
 

single, large investor - and thus the reliance upon foreign
 

capital.
 

Finally, note some elements which may be included in
 

appropriate cases:
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0 opportunities for current managers or employees to
 

acquire franchises
 

* 	 providing current managers or employees with stock
 

ownership in the franchisor company as part of the
 

plan;
 

* 	 attracting Western know-how from foreign franchisors
 

by, for example, providing minority ownership in a
 

newly create franchise company; or by entering into a
 

franchise relationship with a Western franchisor to
 

convert outlets to the use of the franchisor's business
 

concept and trade name.
 

* 	 the use of franchising as a technique for the
 

privatization of government services, now being
 

undertaken by government in countries with widely
 

varying political philosophies. In the United Stared,
 

the most active experimenters are municipalities.
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V. Other Benefits That Franchising Can Provide
 

A. System-wide support
 

B. Essentially a turn-key operation.
 

C. Encourages and assists entrepeneurialism.
 

D. The U.S. experience -- in one scenario the owner of one
 

or a few units may and have become multi-unit owners, to extend
 

that the franchisee's holdings are themselves a major company;
 

and that franchisee at some point may also become the franchisor
 

or a new system.
 

E. The franchisee can contribute to the system's success
 

in more ways than one. Many new and successful ideas in
 

franchising came not from headquarters but from a franchisee,
 

e.g., McDonald's, BCT in compartmental package..
 

G. Franchising depends on stable and consistent supplies
 

-- growing potatoes to McDonald's specifications has become a 

flourishing enterprise in a number of countries outside the U.S. 

The success of a system not only creates an expanded number of 

franchised units; it also creates increased business
 

opportunities for processors, suppliers of all types of products,
 

distributors and the like.
 

G. Franchising certainly has received its share of
 

criticism, from urban planners to nutritionists to
 

environmentalists. But the industry's response exhibits
 

flexibility: over the years companies have changed to respond to
 

those critics where their concerns were evaluated and could be
 

addressed. Many U.S. chains today, for example, are reviewing
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their packaging and other products to se if more environmentally
 

protective substitutes are available.
 

H. In a subtle and quite sophisticated fashion, the
 

appearance of the signs -- even the icons -- of certain franchise
 

chains (in Eastern Europe, for example) signal yet another
 

element of (a) the shift to an open, competitive market; and (b)
 

the new inclusion of these countries in the region in a global
 

business network.
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. Broad utilization
 

1. 	 In different industries
 

2. 	 Both "vertically" and "horizontally"
 

3. 	 "Conversions"
 

*. The typical structure and relationships that are
 

integral to franchising respond to the principal tasks facing
 

Eastern Europe:
 

* 	 to dismantle centralized economic controls,
 

enabling markets to perform on a rational economic
 

basis;
 

* 	 to decrease the rising underemployment and
 

unemployment associated with privatization;
 

0 	 to create private enterprises able to provide
 

goods and services in quantities and qualities
 

that meet local needs; and,
 

0 	 to create an economy that can support long-term
 

economic growth and compete in international
 

markets.
 

$,4. Other benefits specifically valid for Eastern Europe 

1. Franchising may represent the single best option
 

for a prospective entrepreneur who for any number of reasons may
 

not wish to go it alone.
 

2. 	 Franchising is based on a system of shared risk.
 

3. Franchising permits more rapid expansion than
 

other more traditional forms of doing business.
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4. The rapidity of expansion speeds the delivery of
 

goods and services to consumers, and ensures customers the same
 

standards of quality, price and servic wherever they do
 

business.
 

5. The countries of Eastern Europe have a long
 

tradition of small business enterprises, and franchising might
 

assist in the revival of that capacity in several ways.
 

Franchising may be especially useful in re-introducing the skills
 

and know-how needed to own and operate private businesses. In
 

most franchise arrangement, a franchisee is provided with a
 

complete system of doing business, thus allowing for the rapid
 

and extensive transfer of know-how, technology, and management
 

skills from a franchisor. In addition, standardized training,
 

which is integral to franchising, meets very specific needs in
 

Eastern Europe, where the middle management level is almost
 

non-existent and managenent skills are generally poor. 
Opening a
 

franchise business, then, can help ensure that the business owner
 

begins with a developed and proven system, thereby assuring
 

satisfactory quality of the goods and services provided and
 

effective management of the enterprise. Moreover, individual
 

franchisees reap the benefits of being an independent business
 

and gain many of the benefits of centrally-owned chain stores.
 

For example, franchisees share the benefits of collective buying
 

power, broader brand-recognition based on national or regional
 

marketing, and advantages also related to the investment in new
 

products and management techniques by franchisors. In addition to
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the benefits of franchising for the individual franchisee and for
 

the economies of Eastern Europe, franchising holds out promise
 

for the rapid dissemination of management skills because of the
 

relatively rapid growth of a chain that can be achieved through
 

franchising, i.e., by incorporation of new franchisees in the
 

network.
 

6. Franchising also may positively affect other
 

aspects of the Eastern European economy. As franchising is
 

primarily a means of expanding the distribution of goods and
 

services, it amy help alleviate the huge shortages of consumer
 

goods and services that exist in Eastern Europe. Franchising
 

offers a means of creating new and efficient distribution systems
 

to replace and supplement the inefficient state-owned
 

distribution networks of Eastern Europe. The know-how and
 

technology developed by franchise systems, if transferred to
 

franchisees in Eastern Europe, could modernize the delivery of
 

goods and services. Moreover, the development and expansion of
 

franchise networks also generates employment opportunities by
 

creating jobs for entrepreneurs who own franchises and are
 

engaged in their day-to-day management and for staff who operate
 

the franchises.
 

7. Finally, the penetration of Western franchise
 

systems in Eastern Europe will spur the integration of these
 

societies into the international economy by creating the
 

potential to expand commercial relationships with the Western
 

world relatively swiftly and economically. Franchising will
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encourage a shared sense of societal relationship with other
 

economies through the impact of such icons as trademarks, trade
 

dress, media advertisements, and architectural designs.
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VI. The Experience To Date
 

A. Overview ±7ZDflm7.
 

B. The United States
 

1. Privatization has yet another function, perhaps
 

less well known. In the United States to some degree, an in
 

other countries where budgets no longer reach to a full agenda of
 

private services, cash-strapped cities are contracting out to
 

private companies to provide what the government once did. In
 

Philadelphia, expectations are that the mayor will have to put
 

many costly public services, including trash collection and
 

custodial services, out to competitive bid by private companies.
 

2. The push toward privatization on the federal level
 

largely unsuccessful -- began in 1981. Privatization wa son e
 

of the principal concepts underlying all the Reagan budgets, and
 

the administration set up a privatization commission (the Grace
 

Commission) to identLfy-all the possible opportunities for
 

privatization across the federal spectrum. Federal efforts
 

included such approaches as the sale of federal assets and the
 

"contracting out" to private companies functions such as
 

libraries, information centers and certain Defense Department
 

programs. Several recent federal studies, however, have
 

concluded that contracting out does not create cost savings at
 

the federal level. 
 This may not be a definitive conclusion, but
 

enthusiasm for this aspect of privatization has waned in recent
 

years.
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3. The catalyst at both the tederal and state/local
 

level has been, and is, the fiscal crisis. (Privatization in
 

this context has been defined as the process of stripping
 

government to the bone.) Budget shortfalls have hit cities
 

particularly hard, causing them to grasp at any prospect for
 

savings. AccordLig to one consulting firm that advises cities in
 

this area, in 1990 82 municipalities in 34 states experimented
 

with privatization of one or more city services.
 

4. No absclute measure of savings through
 

privatization exists, but a number of studies put the savings a,
 

a 10 to 40 percent reduction in costs, with the greatest savings
 

coming from contracting out labor-intensive services. Among the
 

public services that have been contracted to private companies,
 

in order of occurrence, are the following:
 

Foodservice at public facilities
 

Major construction projects
 

Janitorial services
 

Solid waste collection
 

Building maintenance
 

Security serb ces
 

5. Studies also show that states have been less
 

experimental in this area than have local governments, but many
 

states have begun to hire private companies to run prisons,
 

roads, parks, hospitals and commuter railways. A private company
 

manages four federal libraries, another operates about 80 public
 

golf courses in 20 states. In this context, it is - t
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overreaching to suggest that franchising might be an additional
 

vehicle for the privatization of government services.
 

6. The privatization contract that a city or state
 

lets to a private company is not so different from a franchise
 

agreement. The structure of a company that wishes to provide
 

public services is horizontal, mirroring the typical franchise
 

structure. The capacity to franchise may be dictated by the
 

structure needed to provide public services and the nature of 
the
 

service under consideration. Where national defense and security
 

are concerned, clearly the openness of a franchise structure is
 

inappropriate.
 

Some recent experiences outside the U.S., however, suggest
 

that the principles of privatization through franchising need not
 

be so limited, either geographically or in terms of what
 

governments can franchise. In March 1991, what may have been the
 

first program ever held on franchising and privatization took
 

place in Sao Paula, Brazil. The Seminar and associated meetings
 

revealed a number of possibilities.
 

C. Brazil
 

1. One of few countries that at least
 

theoretically -- and closer to reality than most 
-- is including
 

franchising as an element of its privatization effort.
 

"Um tormentor a menos para o consuimidor" ("One torment
 

less for the consumer"), p. 121.
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[DATE] CESP, the electricity company of Sao Paulo, will
 

be opening its first shop to offer electrical services to 'he
 

public; it should also set the first step towards franchising.
 

In Brazil, state-owned companies or public
 

enterprises -- as is the case of CESP -- can only offer services
 

outside the household limits; inside is the private sector's
 

territory. Nonetheless, when CESP decides to launch its services
 

on a franchising basis, it will not break the law, but, what's
 

more important, it will contribute to its image with public
 

opinion. By giving professional training to electricians (most
 

of them have learned from practice), CESP will be offering better
 

services inside the houses from the very installation of
 

electrical systems during construction work; according to CESP,
 

many household complaints are caused by poor work by
 

electricians.
 

CESP has not yet chosen a name for its franchising business,
 

but it already has prospective franchisees. One hundred and
 

eighty of its managers will be retiring within five years and are
 

already planning to start their own business in a field where
 

they are knowledgeable.
 

D. 	 The United Kingdom
 

1. 	 The Postal Services
 

a. 	 In 1980, the government boosted competition
 

by splitting British Telecom from the Post
 

Office. The Telecom transaction at that time
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was the largest privatization ever carried
 

out.
 

The British Post Office was privatized some
 

years ago by the formation of the Post Office
 

Corporation. The Post Office Corporaticn
 

subsequently divided its activities into the
 

Royal Mail division and the Counter Service
 

Operation, which is found at Post Offices
 

around the country. So far as the Mail
 

Service is concerned, this is run totally
 

separately from the Counter Service and there
 

is no franchising involved at all.
 

So far as the Counter Service is concerned,
 

franchising has been introduced. Counter
 

Services have no products of its own, except
 

for postal orders i.e., money orders issued
 

by and uncashed by the Post Office. In all
 

other respects it is merely offering services
 

largely to Government agencies. For example,
 

it issues vehicle tax licenses every year, it
 

pays pensions to senior citizens on behalf of
 

the Department of Social Services. The basis
 

on which they have franchised in the UK is to
 

offer existing stores the opportunity to
 

install a Post Office within the store on the
 

basis that a Post Office generates a very
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high volume of foot traffic during the course
 

of each week. In fact, I think the
 

statistics showed that something like maybe
 

80 percent of the population uses a Post
 

Office once a month and that close on 90
 

percent use the Post Office at least once a
 

year, with a solid core of around 65 percent
 

who use a Post Office each week.
 

The attraction to the stores to whom
 

franchises are granted therefore, is the
 

generation of a flow of foot traffic within
 

their store, perhaps securing a market for
 

the other products which they sell by
 

bringing people in who would otherwise not
 

enter their stores.
 

Up to and through 1990, there had been
 

considerable study of whether the Post Office
 

itself couldn't be improved by shifting its
 

letter services to the private sector.
 

Potential gains could include:
 

* 	A proper debt-equity structure, allowing longer-term
 

investment (the government could keep a big stake).
 

* 	Diversification. Post Office Counters is legally
 

restricted on what it can sell (greetings cards,
 

stationery). It could develop its 21,000 shops
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further, with travel and theater tickets, even
 

currency exchange.
 

0 	Sub-contracting. Businesses already get hefty
 

discounts on deliveries of pre-sorted mail; the Post
 

Office could contract out other stages in the
 

process, particularly transport (New Zealand Post
 

contracts out its rural delivery service).
 

* 	Better alignment of prices to costs. New Zealand
 

Post saves through charging by letter size, not
 

weight. Terminal dues -- payments between national
 

post offices for delivering each other's mail -- do
 

not reflect costs; payments are still based on
 

weight, not letter volume.
 

• 	More competitive work practices.
 

* 	 New services, especially for business, which sends 8, 

percent of letters. Private companies pioneered 

express delivery, and pushed the Post Office into a 

response; so, too, could competition in letters. 

2. British Rail
 

a. In October, 1992, the U.K. Department of
 

Transportation issued a report on the franchising of
 

passenger rail services.
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3. Franchising of Public Services
 

a. Current consideration of franchising of law cffices
 

to offer legal aid. The first stage of the project
 

has only recently been initiated by the Legal Aid
 

Board, and no other information is yet available.
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VII. Prospects for the Future
 

We are seeing a growing awareness that in the extensive reach of
 

privatization activities around the globe, the introduction of small and
 

medium-sized businesses into the process is highly desirable. Less
 

widely understood, but increasing, is the appreciation that franchising
 

may be the best and most feasible way to accomplish this. Perhaps most
 

important, and most striking, is the realization that franchising need
 

not be limited, in the privatization process, to the traditional retail
 

outlets with which it usually is associated, but that same theory
 

applies to the delivery of many of those services typically delivered by
 

government. Those services, finally, are not just the small-scale, low
 

level operations like the staffing of mail rooms or even the management 

of libraries; franchising can encompass many if not all of the services 

-- mail, telecommunications, energy -- previously considered reserved to 

large government. 

A. No crystal ball.
 

B. Privatization continues by and large to be the tag that
 

provokes initial interest, at least by those companies and investors
 

that have not yet moved into those countries with changing economies.
 

1. Hardly a single issue in those publications miost frequently
 

ready by U.S. executives -- NYT Business section; WSJ; Forbes;
 

Business; Business Week; Fortune [and other similar publications outside
 

U.S. -- Financial Times, the Economist) -- that do not report on or
 

update the status of a privatization program in one or more countries.
 

C. Continuance -- and updated reporting -- now probably essential
 

to maintain positive atmosphere for investment.
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D. Imperative to continue funding of technical assistance by (1)
 

supranational institutions and U.S. and other international assistance
 

agencies (requiring, in U.S., for instance, continuing reeducation of
 

members of relevant congressional committees).
 

E. Parallel media efforts/ongoing.
 

F. Imperative to strengthen credit network in countries shifting
 

to free market, and to educate financial institutions in developed
 

countries as to potential rewards of investment in economies undergoing
 

privatization.
 

G. Continue to consider the expansive potential of franchising as
 

an ancillary vehicle for privatization.
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