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Franchising in Switzerland





Franchising companies in the restaurant field are faced with a difficult market, leaving little room for expansion. Over half of the brands which set-up business in the mid nineties have again disappeared. Large companies such as McDonalds, as a result, have been expanding mostly by means of company owned outlets as opposed to franchises. 
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Restaurant franchise projects in Switzerland still seem to hit “rocky ground” as confirmed by a recent report produced by a key franchising consultant.  The market leader McDonalds, which seems to be struggling, best illustrates the situation. Its expansion was made possible mostly due to company owned outlets as opposed to franchises. In contrast to most other markets, only 58 of a total of its 142 restaurants are franchised.  The remaining 84 are fully or majority company owned. Other franchise specialists such as Starbucks, Burger King and Pizza Hut seem to be facing similar challenges. In the mid-nineties some 15 comparable companies rushed to set-up business with an average of 5-10 outlets per brand.  Over half of them have disappeared from the market in the meantime. 
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For more information contact:


Debra Rogers


International Trade Specialist





55 West Monroe, Suite 2440


Chicago, IL 60603


312-353-6988


debra.rogers@mail.doc.gov











Franchising Events


The International Franchise Association (IFA) and the US Embassy in Brasilia, Brazil, cordially invite you to explore new business opportunities in Brazil. Your participation in the U.S.A. booth at the 1st Franchising Week Expo in Brasilia, October 6-9, 2004, will give you access to the third largest franchising market in the world  -- Brazil.


 	Forty exhibitors are expected to participate in the 1st Franchising Week, which will be held inside the Pátio Brasil Shopping, one of the largest and busiest malls in the region with approximately 50,000 upper and middle class visitors each day. Brasilia, Brazil’s capital is especially attractive for franchise business. Brasilia has the highest per capita income of the country.  It is home to a young and entrepreneurial population with a large number of government employees with potential to start their own businesses in one of the fastest growing regions in Brazil.
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Events


IFA in Brazil – 1








Market Research


Franchising in Russia – 1


Franchising in Switzerland – 2


Franchising in Mexico – 2













































































































































































































































































Franchising in Mexico


Thirty five percent of franchises in Mexico are of United States origin. The next closest foreign nation is Spain, claiming merely three percent of Mexican franchises. Franchising is a US$4 billion dollar annual market in Mexico. 


According to the World Bank, nearly 70 percent of the value of Mexico’s Gross Domestic Product comes from services industries in one form or another.  Within the state of Nuevo Leon, of which Monterrey is the capital, between 30 percent and 40 percent of the local economy is comprised of service industries. More specifically, Mexico’s franchise businesses as a whole grew approximately 20 percent in 2002 and should expect similar growth rates this year.  However, the state of Nuevo Leon has even higher growth rates.  In 2001, Nuevo Leon’s franchise growth rate was a convincing 30 percent.  In terms of franchises in Mexico of foreign origin, the United States is by far the number one franchising nation.  In fact, 35 percent of franchises in Mexico are of United States origin.  The next closest foreign nation is Spain, claiming merely three percent of Mexican franchises.  Franchising is a US$4 billion dollar annual market in Mexico. 


Previously, United States companies had an easier time penetrating the market mainly because Mexican franchises could not compete with the high standard of quality and customer service that American franchises offered.  However, more recently, Mexican franchising companies have slowly adapted to the American way of franchising.  The Mexican companies are emulating the American techniques and strategies.  This copycat style has translated into success for franchises of Mexican origin and more competition for franchises of U.S. origin. Also, it is slowly beginning to be more difficult for U.S. companies to penetrate the market or expand because of the higher investment commitments that are required.  17 percent of franchisers require an initial investment of US$50,000 or more for the rights to start a franchise.  In fact, McDonald’s requires at least US$255,000 to start a franchise in Mexico.  This figure is far less than what it costs to market a franchise in the United States, however it is still a high investment commitment.  In contrast, investors in Mexican franchises generally do not have to commit as much capital in order to franchise. 





For more information on any of the above items, please contact Debra Rogers.








Franchising in Russia


A number of factors in the Russian Far East are very favorable for the development of franchising in the region. First of all, the majority of macroeconomic indicators exhibit a steady growth. The regional GDP is above the country average and increased by as much as 5% in 2002. A distinct trend in the region is a steadily growing consumers' income. In January-June 2003, aggregate consumers' income showed a 39% increase over the same period in 2002 while real wages and real disposable income increased by 21% and 17%, respectively. Retail trade turnover in the first half of 2003 increased over the same period in 2002 by 20.5%. All these figures indicate improvement in the economic environment of the region and create a rising demand for consumer services and products.


A continuing increase of real consumer income is shifting the demand for higher quality products and services, making consumers more selective and quality-oriented. Besides the quality, all the "side" attributes are gaining more and more weight -- excellent service, stylish interior design, flexible pricing policies, and other features of relationship marketing. 
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Franchising in Switzerland


Franchising companies in the restaurant field are faced with a difficult market, leaving little room for expansion. Over half of the brands which set-up business in the mid nineties have again disappeared. Large companies such as McDonalds, as a result, have been expanding mostly by means of company owned outlets as opposed to franchises. 


Restaurant franchise projects in Switzerland still seem to hit “rocky ground” as confirmed by a recent report produced by a key franchising consultant.  The market leader McDonalds, which seems to be struggling, best illustrates the situation. Its expansion was made possible mostly due to company owned outlets as opposed to franchises. In contrast to most other markets, only 58 of a total of its 142 restaurants are franchised.  The remaining 84 are fully or majority company owned. Other franchise specialists such as Starbucks, Burger King and Pizza Hut seem to be facing similar challenges. In the mid-nineties some 15 comparable companies rushed to set-up business with an average of 5-10 outlets per brand.  Over half of them have disappeared from the market in the meantime. 
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Franchising in Russia (Continued)


Meanwhile, a large number of local retail/service outlets are still poorly managed, with the quality of service suffering the most. Any enterprise exhibiting a standard western style of treating the customers would instantaneously gain a competitive advantage over its rivals. This situation automatically makes franchising, with its high quality standards, a great market penetration strategy. 
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