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Dear U.S. Franchisor: 

 

The Trade Americas Franchising Regional Working Group is pleased to present this document 
with franchising market research from most of the countries of the Western Hemisphere. The 
information has been provided by the U.S. Commercial Service offices in different embassies 
throughout the region.  

We think there are excellent opportunities for U.S. franchises in the region. The purpose of this 
document is to provide information that can help you evaluate new markets and assist you in 
your business decisions. 

If you need further information please contact the U.S. Export Assistance Center in your city or 
the U.S. Commercial Service in the country of your interest. 

We hope you find this information useful. 

 

Trade Americas Franchising Regional Working Group 
     
 
Enrique Tellez      Martha Sanchez 
Regional Leader     Market Research Coordinator 
CS Panama      CS Mexico 
Member of the Franchising Global Team   Member of the Franchising Global Team 
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This report describes the franchise market in Uruguay.  Statistical data about the size of the market is 
not available since Uruguay does not have a Franchise Association as most countries do. The report is 
based on information provided by industry experts.


Summary


The franchising sector in Uruguay is comprised of 209 franchise brands.  The sectors covered include 
store retailing, fast food and restaurants, hotels, car services, health and beauty, business, and 
communications services.  While the market experienced growth in the 1990s, it has slowed 
considerably since then and more evidently after the economic crisis of 1999-2002.  In recent years the 
majority of the franchises established are smaller (lower impact). Uruguayan franchisors are rapidly 
developing and eager to export their concepts abroad.  Local business chambers and associations 
support this initiative as they start to recognize franchising as an effective strategy for regional 
expansion, and according to industry experts there is a high growth potential in the local franchise 
industry.  The Uruguayan franchise market for foreign systems could be reaching maturity.


Market Overview


There are no official market size figures as there is no Franchising Association in Uruguay.  This is 
mainly due to the fact that franchising can still be considered a developing concept in Uruguay and 
other similar business concepts are usually perceived as (or mistaken for) franchise systems.  


There are approximately 209 brands in the market in sectors ranging from food and beverage to car 
rental services. Franchise in Uruguay include hotels, restaurants, apparel, car services, training 
services, printing services, and photo shops. Of these, 170 are foreign brands and 39 are 
Uruguayan brands. Foreign franchised networks maintain a relatively important position with 81% of 
the Uruguayan market, mainly in the service and retail sectors.


The main sectors of the industry are services (40%) and apparel (29%).  While growth in franchising 
in the 1990s was significant, it slowed considerably over the past 5 years after the economic crisis 
the country faced in 2002.  However, Uruguay’s stable political and economic environment and both 
government and private sector support are expected to contribute to the growth of the local 
franchise sector.


Uruguayan business chambers support the franchising industry and predict that the significant job 
creation and income generation potential in this industry will create important economic and social 
benefits for the country. The government considers development in the sector very important and is 
currently offering support with trade missions going to Asia, Chile, Europe and Arab countries.


Franchising is still a not very well-known concept to Uruguayan investors and consumers, although 
there are already many U.S. brands present in the market.  Until now the concentration of these 
ventures has been mainly in the services, hotel and food sectors.  Although local business 
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chambers and private consulting and law firms have been trying to encourage and promote the 
local franchising industry, it is still at an early stage of development.


Market Data


American franchisors such as McDonald’s, Burger King, and Avis have a collective market share of 
28%.  The largest franchise networks belong to the service domain (40%) comprised by hotels, car 
rental services, etc.  Following the service field, the largest franchise networks are in the apparel 
sector (29%).  In contrast with other countries, food service franchises account for a small market 
share in Uruguay (approximately 3.5%)


An overview of the business categories in Uruguay clearly shows a larger percentage of the 
Uruguayan franchising market being held by service franchisers (40%).  Other business categories 
include the retail industry (29%), hotels and restaurants (10%) and home products and decorations 
(6%).  


The 2005 Uruguayan franchise market breaks down as follows by number of franchised networks:


Source:  2005 Uruguayan Franchising Information Institute


Although some 90 U.S. companies have subsidiaries in Uruguay, the most common way of doing 
business is through agents, distributors, or franchisees.  Most major importers and distributors are 
located in the capital city of Montevideo, where 43% of the country’s total population lives; the rest 
of the country is made up of small population centers.


Competition comes from Uruguayan brands and foreign, non-U.S. brands (mainly Argentine).  
Uruguayan entrepreneurs have comfortably borrowed the pizza restaurant concept, and restaurants 
with very similar decoration, menu and take-away service are marketed heavily in this category.  
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Competitors to U.S. fast food companies are mainly Uruguayan fast food chains that serve local 
cuisine. 


Market Trends


Although growth in the Uruguayan franchise market has slowed, it is prone to recover in the future.  
The underpinnings of this turnaround will be the advantages the franchise system offers to 
entrepreneurs:  the high rate of success (80%), the confidence instilled by a brand name, and the 
chance to start up a business without much prior experience.  The number of local franchises that 
have developed and are currently expanding has been very impressive.


The construction and development of large shopping malls in Montevideo in the 1990s stimulated 
the establishment of franchise and franchise-type businesses such as Zara, Hush Puppies, 
McDonald’s, and Levi’s Center.  The arrival of malls also brought the concept of food courts to the 
market.


Shopping malls are considered to be the best locations for franchises in Uruguay.  Three out of the 
four shopping malls in the metropolitan area of Montevideo were established in the 1990s:


• Punta Carretas Shopping – Opened in 1994, with 170 stores currently.
• Portones Shopping – Inaugurated in 1994, with 134 stores.
• Tres Cruces Shopping – Located in a bus terminal station, opened in 1994, with 120 


stores.
• Montevideo Shopping – The first mall built in Uruguay, opened in 1985, with 164 stores.


According to the Uruguayan Franchising Information Institute, when asked, most prospective 
investors have admitted that if they have the choice they would prefer to be self-employed.  With 
the franchising failure rate over the past years of operation estimated at a comparatively low 15%, 
the benefits of owing a franchise are commonly known.


As in other countries, the market trends within franchising are influenced most strongly by the 
services sector.  A 2005 survey indicates that services make up the largest franchise sector with a 
40% share of the total market, followed by franchises in the apparel and accessories segment with 
29%.


Some franchises within the service sector had a slow start in Uruguay due to consumer reticence in 
outsourcing services such as cleaning, house maintenance, and car washing.  


Industry players are now more adventurous in exploring non-food based franchise concepts.  There 
is now demand for service franchises and this sector is expected to continue growing in the future. 


Import Market


According to a 2005 survey, 19 percent of all current franchises are local franchises (originating in 
Uruguay).   A number of prominent U.S. brands are present in Uruguay: 
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American Cleaning Center Hush Puppies
Avon Jerzees
Best Western Lee Tools
ACE Levis Center
American Express Manpower
Aqualung Martinizing
Avis Maestro
Berlitz Mastercard
Blockbuster Video McDonald´s
Budget Rent a Car Metropolitan Life Insurance
Burger King MVDK
Carlson Wagonlit Travel Pepsi Cola
CD Warehouse Polo Ralph Lauren
Century 21 Radisson
Choice Hotels/Days Inn Sheraton
Citibank Sherwin Williams
Coca-Cola Subway
Conrad/Hilton/Harrah’s Texaco (Fast Mart)
Direct TV The Warehouse
Dollar Rent a Car Tommy Hilfiger
Dona Karan Trek Bikes
Era UPS
Hertz Wackenhut (a group of 4 companies)
Holiday Inn Western Union


Source: 2006 Uruguayan Franchising Information Institute


Competition/Key Suppliers


The major American franchises present are in the fast food and specialty restaurant sector 
(McDonald’s is the market leader with 22 locations), car rental (Avis, Hertz, Budget, Dollar) and 
hotels (Sheraton, Radisson, Hilton, Best Western). 


2005 Market Shares


While competition is strong across the market, U.S. franchises in Uruguay represent an estimated 
28% of the total Uruguayan franchise market.  U.S. franchises have a dominant position among 
foreign franchise networks operating in Uruguay in terms of number of franchises (34% of total 
foreign franchises).  Argentine franchises also have a significant market share among foreign 
companies (31%).  Other significant market players are Spain and Brazil.  Local businesses are 
also growing strongly, particularly in the apparel and food/restaurant sectors.
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Current market share by country of origin is set out below:


Franchises in Uruguay Market Share
United States 28%
Argentina 25%
Uruguay 19%
Spain 6%
Brazil 5%
Other countries 17%
Source:  Uruguayan Franchising Information Institute


A number of local investors have established franchise-type operations in the food sector, enjoying 
some success through low prices and traditional meal offerings.  Local experts consulted for this 
report predict that there will be significant innovation from local companies in the near future and 
that the local franchise industry has high growth potential. 


In recent years, Uruguayan entrepreneurs with successful brands have adopted the franchise 
model to expand their business in country.  As the investment fees and royalties are usually lower 
than from an international franchise brands, Uruguayan investors find it easier to invest in their 
domestic counterparts.  Argentine brands are strong in the Uruguayan market due to the strong 
commercial and cultural ties between both countries, as well as the acceptance of brands from 
neighboring countries by the Uruguayan population.


The Uruguayan franchise market is currently considered very competitive.  In recent years, several 
franchises have closed operations due to lack of promotion, inadequate location, non-competitive 
prices, products not suited for the market, and franchisees’ lack of commitment to the products.


End Users


Although Uruguay is classified as a country with a predominate middle class, it still has some 
income disparity. More than 85% of franchises in Uruguay are aimed at the middle and higher 
income group of society and the remaining 15% are aimed at middle to lower income.  The 
franchise sector does not currently service the lower income group effectively.


Prospective Buyers


Would-be franchisors come from many backgrounds: pure investors, companies wishing to extend 
or diversify their business activities, or individuals wishing to start their own business.  Franchisees 
ideally should have an entrepreneurial background and have experience in managing cash flow.


Investors must consider a number of factors when deciding whether or not to buy a franchise.  
While many people generally have an idea of the type of business they would like to enter, it is 
advisable to research the market segment, attend trade shows and participate in seminars to 
ensure that investors’ interests are a good fit with the franchisor.
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Key facts to be considered by prospective investors in Uruguay:


• Market appeal, business viability and growth potential
• Investment cost
• Return on investment
• Financing options
• Franchisor background and strength
• Support offered to franchisees
• Verify that the concepts and services are suited to Uruguayan consumers


Market Access and Entry


Uruguay has the following entry thresholds for new franchise businesses:


• A current lack of risk financing options for new franchise owners
• The need for effective staff training, as well as low levels of commercial knowledge and 


expertise of small business owners.
• Low level of knowledge about the franchise system (there are not many courses taught 


on franchising at local universities)
• Fear for currency fluctuations due to a local currency devaluation in 2002 against the 


U.S. dollar can make U.S. franchises risky for small and medium business owners.


The key to successfully establishing a franchise brand in any foreign market is locating a good 
master or area franchisee.  A directory of potential investors, however, does not exist.  Advertising 
or a searching via consultants might be the path to success.  One source of prospective franchisees 
is the medium-size business community.  Franchisors looking for an investor in Uruguay typically 
advertise in newspapers, television, radio stations, and Chambers or Business Associations.


Another potential source of franchisees is employees who have received severance packages after 
being downsized during or after the 2002 economic crisis or who have withdrawn savings from local 
banks and wish to use their previous experience in establishing a new business.


U.S. franchisers should be flexible if they want to establish a successful franchise brand in Uruguay.
This requires a long-term commitment in human and financial resources and time.  The franchise 
brand itself should be adapted or customized.  This includes not only translating promotional 
literature, manuals and supporting material into Spanish, but also changing the necessary elements 
to make the franchise appropriate for the Uruguayan market.


There are no trade barriers for foreign-owned franchised companies in Uruguay. Prospective 
entrants are encouraged to first investigate the legal, financial and taxation implications of 
franchising in Uruguay.


General preparatory steps should include gathering market information, selecting the future 
franchise structure (master, area, or unit franchises), developing a business plan, and investigating 
financial options.


U.S. companies should be sure to take into account the existing differences between the U.S. and 
Uruguayan markets, especially when establishing the master franchise fee and contract conditions.
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U.S. franchisors should understand that the price of the fee should not necessarily be based on 
experience in the U.S. or even in some other markets in the region such as Brazil, Chile or 
Argentina.  They should allow a margin of flexibility in their price, such as the recovery of part of the 
fee in royalty arrangements, which would allow them to better adapt to specific Uruguayan market 
conditions such as the differences in real estate prices and start-up costs for retail businesses.


There are a number of well-established and reputable law firms in Uruguay, and it is advisable for 
foreign companies to be aware of the business practices in the host country.  Local legal assistance 
is recommended in order to make sure that contracts conform to local laws.


Market Issues and Obstacles


According to industry experts, the Uruguayan market for franchises is mature and competitive.  
Common opinion is that only the franchises that clearly bring something new to the market will 
generate interest in the first place.  Currently existing brands may need strong advertising and 
promotion to differentiate themselves from local and regional competitors.


U.S. brands may not be as popular as in the United States for Uruguayan consumers. Companies 
should be prepared to adapt their products/services to the Uruguayan culture.  Several U.S. 
franchises have intended to sell their licenses to Uruguay recently with no success. Companies in 
cosmetics, education, and fast food services did not have a successful response from potential 
investors, and business people contacted were not interested in researching these business 
proposals.


Uruguay’s import climate is open and receptive to U.S. products and investments.  There are no 
significant trade barriers or regulations that U.S. firms need to take into consideration.  However, 
when negotiating with an investor in Uruguay to grant a master/regional franchise, it is 
recommended to seek legal advice from a law firm with experience in franchise practices.


There are no specific laws dealing with franchising in Uruguay. Franchises operating in Uruguay are 
subject to the same commercial laws as any other company doing business in the country.  The 
relationship between the franchisor and the franchisee is established by a private agreement 
between the two parties.  Contracts can include an arbitration clause, which is recommended to 
avoid the cost and delays of utilizing the courts system.


Although franchise financing is common in the United States, it is less so in Uruguay.  The lack of 
domestic financing is a significant obstacle for local investors.


The Overseas Private Investment Corporation provides financing to a variety of small companies 
involved in internacional franchise business.  OPIC may provide direct loans up to $4 million either 
to the U.S. franchisor or to franchisees in eligible developing countries.


For specific information please refer to:


http://www.opic.gov/financing/loans/franchise/index.asp



http://www.opic.gov/financing/loans/franchise/index.asp
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OPIC Franchise Loans


OPIC requires significant U.S. involvement in franchising transactions.  This can be accomplished 
through 25% ownership by a U.S. small business in the franchisee, or significant involvement of the 
U.S. franchisor in the project.


“Significant” involvement means:


• Business concepts and systems employed by the franchisee were originally developed 
by the U.S. small-business franchisor


• A long-term franchise agreement among the U.S. franchisor, the local in-country master 
franchisor, and the franchisee


• Local use of the U.S. franchisor’s trademark or brand name; and
• U.S. franchisor with a long-term financial interest through receipt of franchise fees.


OPIC also expects the project to meet the general requirements outlined in the section “Financing 
Details” on the following website:  http://www.opic.gov/financing/details/index.asp


Best Prospects


According to local experts, opportunities may exist in brands related to car repair, auto service, 
repair shops, and seamstress services.  Services geared to tourists might also develop and expand 
well.  Tourism (such as guided tours or souvenir stores) is one of the largest sectors in Uruguay due 
to increasing number of visitors, and according to industry experts should be a good opportunity.


On the question of appropriate market niches for franchises, the sources consulted for this report 
indicated that franchises with a flexible business proposal could be successful in Uruguay. As we 
have indicated, the largest number of franchises is in the services and retail sectors.  Reduced 
entry fees and low investment and royalties currently play an important role in acquiring a franchise.


Despite the fact that many established franchise systems already operate in Uruguay, there may be 
opportunities for U.S. franchise systems that offer flexible franchises that allow the use of local 
products (raw materials or parts), that allow investors to make slight additions to the products 
offered for others, or that might be attractive for local consumers.  Franchises with new products or 
services or that offer flexible business conditions could take advantage of market niches.


Trade Events


There are no trade events in Uruguay that specifically address the franchise sector.  In 2006, a 
franchise event was held for the first time since the 1990s but showcased mostly local franchises.


Resources and Key Contacts


OPIC:  http://www.opic.gov/financing/loans/franchise/index.asp


OPIC was established as an agency of the U.S. government in 1971 and currently does business in 
over 150 countries.  It is an independent U.S. government agency whose mission is to mobilize and 



http://www.opic.gov/financing/loans/franchise/index.asp

http://www.opic.gov/financing/details/index.asp
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facilitate the participation of U.S. private capital and skills in the economic and social development 
of less developed countries and areas.


Please contact the Commercial Service Montevideo for franchise sector contacts, including the 
following:


Major franchise systems operating in Uruguay
Trade Associations
Law Firms
Publications


Advertising
Major newspapers in Uruguay:


El Observador:  www.mio.com.uy
El País:  www.elpais.com.uy
Búsqueda:  (email) busqueda@busqueda.com.uy


For More Information


The U.S. Commercial Service in Montevideo, Uruguay can be contacted via e-mail at: 
maria.pacheco@mail.doc.gov; Phone:(598 2) 1770-2325: Fax: (598 2) 418-8581;or visit our website: 
www.buyusa.gov/uruguay/en


The U.S. Commercial Service — Your Global Business Partner


With its network of offices across the United States and in more than 80 countries, the U.S. Commercial 
Service of the U.S. Department of Commerce utilizes its global presence and international marketing 
expertise to help U.S. companies sell their products and services worldwide.  Locate the U.S. 
Commercial Service trade specialist in the U.S. nearest you by visiting http://www.export.gov/.


Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. 
While we make every effort to ensure its accuracy, neither the United States government nor any of its 
employees make any representation as to the accuracy or completeness of information in this or any 
other United States government document. Readers are advised to independently verify any 
information prior to reliance thereon. The information provided in this report does not constitute legal 
advice.


International copyright, U.S. Department of Commerce, 2006. All rights reserved outside of the United 
States.



http://www.export.gov/

http://www.buyusa.gov/uruguay/en

mailto:maria.pacheco@mail.doc.gov

mailto:busqueda@busqueda.com.uy

http://www.elpais.com.uy/

http://www.mio.com.uy/
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Summary 
 
After several years of continuous growth, the franchising sector slowed down in the Dominican 
Republic due to the economic crisis in 2003; however, with the stabilization of the local currency 
(Dominican peso) vis-à-vis the US dollar, there is presently a slight increase in interest to 
establishing franchising in the country (e.g. Wendy’s, which was operating eight years ago, 
successfully re-opened in Santo Domingo). There are approximately 120 franchise firms in the 
Dominican market 50 local and 70 international. 
 
Restaurant franchises include Domino's Pizza, Pizza Hut, McDonald's, Burger King, TGIF, 
Baskin-Robbins, Kentucky Fried Chicken, Taco Bell, Wendy’s and Tony Roma’s. 
 
Non-food franchises include Radio Shack, GNC Vitamin, Payless Shoes, Sir Speedy, 
Dry Clean USA, Mr. Movies, Bombay, and a number of up-scale clothing outlets, including Liz 
Claiborne, Benetton, Nautica, and Tommy Hilfiger. 
 
Market Opportunities 
 
There are certain advantages that U.S. franchisors should take into consideration when 
evaluating expanding their concept to the Dominican Republic.  
 
Why the Dominican Republic?  
 
� With the entry into force of the DR-CAFTA with the United States, franchisors will have 


enhanced legal protections under a more open and transparent legal system for the 
Dominican market. 


 
� One of the fastest growing economies in the region (8.5% growth in 2007) 
 
� Strategic geographic location 
 
� Stable economic and political environment 
 
� Sound legal framework for foreign investment 
 
� Preferential market access to the United States, Europe, Central America and the Caribbean. 
 
� Abundance of competitive, experienced and qualified labor force. 
 
� Modern transportation infrastructure (Airports, Ports, Highways) 
� Advanced and reliable telecommunication infrastructure. 
 
� Supporting industries & services (banks, airlines, maritime service, universities, real estate). 
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Contact information: 
 
Maria Elena Portorreal 
Tel. (809) 227-2121 ext. 225 
E-mail: maria.elenaportorreal@mail.doc.gov 
 
 


The U.S. Commercial Service — Your Global Business Partner 
With its network of offices across the United States and in more than 80 countries, the U.S. Commercial Service of 
the U.S. Department of Commerce utilizes its global presence and international marketing expertise to help U.S. 
companies sell their products and services worldwide.  Locate the U.S. Commercial Service trade specialist in the 
U.S. nearest you by visiting http://www.export.gov/eac. 
 
Comments and Suggestions: We welcome your comments and suggestions regarding this market research. 
You can e-mail us your comments/suggestions to: Customer.Care@mail.doc.gov.  Please include the name of the 
applicable market research in your e-mail.  We greatly appreciate your feedback. 
   
Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every 
effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the 
accuracy or completeness of information in this or any other United States government document. Readers are advised to 
independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal 
advice. 
 
International copyright, U.S. Department of Commerce, 2007. All rights reserved outside of the United States. 
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Summary 
 


The franchise sector in Mexico has maintained a constant growth of 14 to 17 percent over in the last five 
years. In 2007, the World Franchise Council ranked Mexico as the 7th leading nation in franchise 
development.  Conservative estimates indicate that this sector will grow at least 12 percent in 2008.  
 
Mexico is a large and diverse country that offers excellent business opportunities throughout its multiple 
regions.   U.S. Franchise concepts have been very successful due to the commercial ties between both 
countries and the recognition and acceptance of U.S. brands by the Mexican population. 
 
 
Market Demand 
 


The overall franchise industry in Mexico has demonstrated to be one of the most important sectors for the 
country’s economic growth, generating over 600,000 jobs and 55,000 points of sale all over the country and 
representing 6% of the total GDP.  
 
Although the food and restaurant sector in the franchise industry in Mexico has always been a very popular 
business model, in 2007 the services sub-sector showed significant growth, even surpassing the food 
industry. Services such as entertainment concepts for children, personal care services, automotive services 
among others have a great potential in the Mexican market in the following years.  


 
 


Market Data 
 


In Mexico there are currently around 750 franchises registered in more than 70 different sectors. The regional 
distribution of the franchises is concentrated mainly in Mexico City, Northern Mexico (of which 10 % are 
located in Monterrey), Western region (Guadalajara -9 %), and only 14% in the rest of the country – 
(Coahuila, Querétaro, Sonora, Veracruz, Yucatán, Chihuahua, Zacatecas and Baja California) 
 


REGION DISTRIBUTION 
Mexico City 44% 
Northern Region 21% 
Western Region 21% 
Rest of the country 14% 


                                                                      * Source: Mexican Franchise Association 
 


 
Statistics show that 70% percent of the franchises in Mexico are of Mexican origin, 24 percent are from 
the U.S., 4% from Spain, and Canada and Brazil have 1% of the market among other countries. Foreign 
firms continue facing strong competition since they are more expensive than local franchises; competition 
between foreign franchise companies has also intensified, as access to financing for these types of 
investments still proves difficult. 
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  * Source: Feher & Feher Consulting 


 
Best Prospects 
 


Although Food concepts (formal and fast food) have led the franchise industry for many years, in 2007 the 
services sector showed unexpected and successful growth.  According to franchise specialists in Mexico, 
Education and Entertainment services for children, Personal Care Services (spas, beauty shops, health care 
centers), and Automotive services are considered as some of the best prospects for the next 5 years.  
 


Franchise Categories


20%


14%


9%


5%


5%


Retail


Education


Personal Care


Entertainment


Others


25%


22%


Services


Restaurants


 
             * Source: Mexican Franchise Association 


 
Automotive Sector:  
Mexico is a growing and very attractive market for U.S. automotive franchises. Drivers are constantly 
looking for options to either save time or money in the care and maintenance of their cars, for novelties or 
state of the art technology to make their cars unique and for safety equipment to make themselves feel 
secure.  Among the most popular services in the automotive sector we can find: 


 
- Automatic auto wash services, using high technology equipment and offering fast service with 


little personnel involved. Some franchises use recycled water.  
 
- Auto wash services provided by electric units similar to motorcycles, operated by individuals that 


get close to the customer’s car to offer the car washing service. This is becoming common in 
supermarket parking lots. 
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- Armoring/Semi-armoring of windows and vehicle parts. From window laminates to full armored 
bullet-proof vehicles, these services are becoming more common in Mexico because of the 
security concerns and the increase of theft, kidnapping and assaults. 


 
- Windshield repairs. Offering an alternative to the windshield replacement and the cost of the 


service, at a much lower price. According to this franchises around 70% of the windshield cracks 
can be repaired, some offer one-year guarantee and the process takes less than one hour. 


 
Care Services: 
The changes in the way of life, economic conditions and the arrival of new systems and products that can 
improve the quality of life of senior people, have changed the profile of the market and its future 
development. Private sector home care services are mainly offered in three basic lines: nursing services, 
integral home care services, and senior care facilities.  
 


Nursing services  
The specialized nursing service is the most extended home care service offered in Mexico. It can be 
found in almost any medium and large city in the country. However, these services in most cases do 
not include any other service or support for the patient or the family.  
 
Home care services  
The integral home care service is getting a position in the market, as most large hospitals in main 
Mexican cities, already have an organized integral home care service for the patients that prefer the 
comfort and family environment at home. 


 
Senior care services  
The market potential in the senior care sector has attracted the attention of many groups that have 
identified a good opportunity to do business in this niche market. Some former senior care institutions 
are expanding services to offer rehabilitation, permanent medical attention and supervision, 
entertainment, and other services for different kind of patients. As well, investment groups are starting 
retirement residential projects with integrated services, including medical care and home care 
services. Let 
  


 Education Services: 
In the last years, the growing demand for Childcare Services comes mainly from the rising female 
participation in the labor market, and parent’s busier working schedule. Also, the importance attached to 
early socialization and good quality educational services for the development of children have helped the 
sector’s growth. To satisfy this growing demand, a wide range of child services is available especially in 
large cities. Early childhood centers, fitness programs/gyms for kids, specialized programs in areas such 
as math, language programs have also become very popular franchise opportunities for investors in the 
Mexican market. 
 
Personal Care Services: 
The Personal care industry in Mexico has experienced a boom since 2003, especially in the spa sector. 
Mexican spas offer endless options, ranging from small, independently owned establishments to large, 
multinational hotels, in large cities and tourist areas. One of the reasons of this growth is because now 
people in Mexico invest more time and money in their personal appearance and health. The main market 
for this sector is women between 18 and 60 years old and men between 30 and 65 years old.  
 


Prospective Buyers 
 


The most important element for a franchise selection is the business sector and customers preference; so you 
will find serious and devoted investors looking for new business opportunities in the franchise sector which 
are basically high/middle income professionals that consider franchise opportunities as a medium-long-term 
life plan.  
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When the potential franchisee evaluates its possibilities takes in consideration the following factors: 
a) Personal tastes and business type preferences 
b) A well-known brand 
c) Support offered to franchisees 
d) Payback periods no longer than four years 
e) Right concept and services suited to the Mexican culture 


 
Market Entry 


 


As Mexico is a big and diversified country, it is advisable to divide the territories into at least 3 regions 
(Northern, Central and South) to grant the Master franchise agreements and in order to have a better and 
quicker development of the brand. 
 
Before entering the Mexican market it is important to take into consideration the following aspects: 
 


1. Type of Franchise model appropriate for Mexico (Master vs. Regional Franchise Rights) 
2. Level of Interest in the Mexican market for the products/services that you will be offering  


 (Potential of the market, Product/Service acceptance) 
3. Training / Support capabilities (Language, resources) 
4. Product / Service tropicalization: U.S. concepts may not be as popular as in the United States for 


Mexican customers, be prepared to adapt your products/services to the Mexican culture. 
 


Franchising in Mexico, as in any other country, requires a long-term commitment. U.S. franchisors must 
commit human and financial resources, patience and time to make their concept succeed in the Mexican 
market.  
 
U.S. franchises must be aware that since the Mexican market is dominated by local franchises, a requirement for 
a successful franchise concept in Mexico is to adapt, or customize, the concept and characteristics to Mexican 
tastes.  This practice, known as "tropicalization", includes not just translating into Spanish the company’s 
promotional literature, manuals and supporting material, but changing the necessary elements to make it 
appropriate to Mexico.   
 
When negotiating with an investor in Mexico to grant a Master or Regional Franchise, it is recommended to seek 
legal advice from a law firm with experience in franchise law and practices.  
 
Among the states in Mexico with most opportunities in the services sectors are: 
 


Aguascalientes (1) Puebla (3) Coahuila (5) Veracruz (7) 
San Luis Potosí (2) Tamaulipas (4) Campeche (6) Yucatán (8)
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* Source: Entrepreneur 500 
Franquicias Edition  
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Central 
Veracruz is a state of over 7 million people with a GDP per capita of $5,154.  The port of Veracruz is the 
largest and most important in Mexico, and with plans of expansion the local economy should benefit with 
more jobs and a greater GDP.  A new superhighway being constructed between Veracruz and Mexico City is 
expected to increase the already large tourist industry.  The principal cities are the port city of Veracruz, 
Xalapa, and neighboring Cordoba and Orizaba.     
 
Yucatan and Quintana Roo together contain about 3 million people with respective GDP per capita of $6,812 
and $12,695.  With large tourism industries, these two states are located in the Yucatan Peninsula.  The 
infrastructure in the area includes multiple international airports, large sea ports, and a large number of hotels.  
Recent investment in other economic sectors has diversified the economies to complement tourism, with 
Yucatan most prominently showing a large growth rate in industrial manufacturing.  Cancun, Playa del 
Carmen, Cozumel, Chetumal and Mérida are the main cities in this area with a high tourism concentration.  
 
Campeche has just over 750,000 inhabitants, with a GDP per capita of $14,436.  Located at the base of the 
Yucatan Peninsula, it is home to most of Mexico’s oil and natural gas industry, both of which would benefit 
from new service organizations.  The need for in-rig hotels, security services, maintenance, and transportation 
offer market opportunities.  The tourist, fishing, and forestry industries also offer opportunities.  Pro-business 
development policies, like short business start-up times, make Campeche an attractive investment area. The 
metropolitan City of Campeche offers the best opportunities as well as a close proximity to Guatemala.  
 
Aguascalientes is home to just over 1 million people with a GDP per capita of $10,145.  The economy is 
based on the automotive and auto parts, information and industrial technologies sectors.  It is also certified by 
the World Bank as having the country’s best business environment, measured by the possibilities of 
recovering investments, trial times, time needed to open a new business, costs of opening a business, and 
access to credit.  Over 70 percent of the state’s residents live in the capital city Aguascalientes. 
 
San Luis Potosi has 2.4 million inhabitants and a GDP per capita of $6,599.  GDP growth in the state has 
been one of Mexico’s highest, and the introduction of new companies and investments should help this trend 
to continue.  Its main population center is the metropolitan area of San Luis Potosi. 
 
Puebla’s large population of 5.4 million people, with a GDP of $5,795, makes it an attractive market.  An 
industrial state with large automotive and autoparts segments, Puebla is also becoming involved in the 
growing aerospace industry.  A large number of universities and students should bode well for the continued 
growth of the area.  The principal cities include Puebla, Atlixco and Tehuacan. 
 
Northern  
Chihuahua contains about 3.2 million people and its GDP per capita is $11,739.  Its proximity to the United 
States has made it a major supply route to the U.S. and to the other border-states in Mexico.  The large 
manufacturing and commercial sectors have drawn significant foreign direct investment in recent years, 
making the state one of Mexico’s most attractive economies. Chihuahua produces 4.4 percent of the nation’s 
GDP and is one of 4 Mexican states that comprise 60 percent of the nation’s commercial growth.  
 
Coahuila is home to 2.5 million people with a GDP per capita of $11,869.  Bordering Texas, this state is home 
to multiple industrial sectors, including a large automotive industry.  The addition of strong commerce and 
service industries, and the new developments of aerospace, biotechnology and information technologies have 
led Coahuila to be one of the leading economies in Mexico.  The main cities are Saltillo and Torreon. 
 
Nuevo Leon is considered the industrial heart of Mexico; Monterrey controls more than half of Mexico’s total 
industrial assets. Monterrey is the distribution center of Mexico due to its strategic location on the NAFTA 
Corridor. Monterrey is Mexico’s leading city of U.S. franchises, and the most prominent sectors are food, 
automotive, hotel and restaurants.  
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Western 
Baja California has a population of over 3 million people with a GDP per capita of $10,813.  Its strategic 
position has made it a large port of entrance for products and services from both Asia and the USA.  
Important cities include Tijuana, Mexicali, and Ensenada.  Baja California accounts for approximately 35 
percent of the total aerospace industry in Mexico with 48 companies and 12,000 employees.  There are 80 
automotive companies employing around 30,000 people.  Fifteen Original Equipment Manufacturers in the 
electronics industry, including Sony, Hitachi, JVC, Panasonic and Samsung, employ over 50,000 people.  
There are also almost 900 maquiladoras in the state, 31 percent of Mexico’s total. 
 
Sonora has a population of over 2.4 million and a GDP per capita of $9,834.  Its location along the U.S. 
border has given Sonora many advantages, and its services, industrial, and agricultural industries have all 
benefitted.  The recent growth of domestic tourism has recently added another dimension to the state 
economy.  Main cities include Hermosillo, Ciudad Obregon, Guaymas, Nogales and Navojoa.  
 
Jalisco has almost 7 million people with a GDP per capita of $8,631.  Its main cities are Guadalajara, Zapopan 
and Puerto Vallarta.  Jalisco’s growth has long involved the information technology sector, and recently was 
selected as home to a new IBM plant.     
 
Competition 


 


Although U.S. franchise concepts are very popular in Mexico, local concepts are the main competitors for 
U.S. franchisors. In recent years, Mexican entrepreneurs with successful concepts have adopted the 
franchise model to expand their business in country. As the investment fees and royalties are usually lower 
than from an international franchise concept, Mexican investors find it easier to invest in domestic brands. It is 
expected to see more international brands in Mexico, especially from Spain, and Central America mainly in 
the services and food sectors. 


 
Market Issues & Obstacles 


 


The Franchise sector in Mexico is regulated by Article 142 of the Industrial Property Law, and Article 65 of its 
Regulations. On January 26, 2006, an amendment to the Mexican Franchise Regulations (Article 142) was 
published in the Mexican Official Gazette, stating a new definition of franchise, mandating requirements for 
franchise agreements, and providing new standards for pre-sale franchise disclosure. 
 
The amendment will mainly protect franchisees that report abuses from franchisers, either at the execution of 
the agreement or when terminating it, which was affecting the growth of the franchise sector. The Mexican 
Association of Franchises (AMF) lobbied for the change, demanding more legal security for the franchise 
sector in Mexico.  
 
Remittance of royalties and fees: No restrictions apply on remittance of royalties and fees, apart from 
normal reporting requirements. 


 
Tax consequences. Royalties and fees face withholding taxes at the following rates: 15% on payments for 
technical assistance; the use of models; plans; formulas; know-how; copyright; artistic, literary and scientific 
works; and the rights to use theatrical and television films and radio recordings; and 40% for the use of 
patents, trade names, trademarks and publicity. 
 
In the case of payments made to residents of a tax haven jurisdiction, the 40% rate applies. Fees from 
construction activities are subject to a withholding tax of 30% if the projects do not give rise to a permanent 
establishment. 
 
Deduction of fees from taxable income is possible, but with limits; only those that are indispensable or strictly 
related to the company’s activity can be deducted without restrictions. Mexico has yet to place any limits on 
how much subsidiaries can deduct for payment of royalties and fees to parent companies, as long as those 
payments are not larger than those that would be paid to a third party. 
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Franchise agreements must be registered before the Mexican Institute of Industrial Property in order to be 
effective against third parties. 
 
Financing:  While the financing of franchises is very common in the United States, it is not so in Mexico.  
Although the industry has demonstrated its stability and has grown between 15 to 20 percent in the last ten 
years, local banks are not yet fully aware of the benefits of franchising.   
 
In an effort to continue supporting the development of the franchise industry in Mexico, the Mexican Franchise  
Association and the Ministry of Economy have created different finance programs to help existing franchise 
concepts expand in the Mexican market. For more information about this financial opportunity please refer to: 
www.contactopyme.gob.mx  
 
The Overseas Private Investment Corporation is able to provide financing to a variety of small business 
entities involved in international franchise relationships. OPIC may directly provide loans of up to $4 million 
either to the U.S. franchiser, on-lend to franchisees in eligible developing countries, or to its local franchisees 
in developing countries. 
 
Trade Events 
 


The Feria Internacional de Franquicias is the largest franchise event in Mexico. In 2008, the event attracted 
more than 35,000 investors from Mexico, Central and South America, all of them in search of opportunities to 
develop in their respective markets. The U.S. Commercial Service encourages U.S. Companies to participate 
in the USA Pavilion at this important event.  
 
XXXII Mexico International Franchise Fair – USA Pavilion 
March 4-6, 2009 
Mexico City 
World Trade Center 
 
For more information please contact:  
MFV Group  
Contact: Fabio Scoccimara 
407 647 6003 Phone 
407 647 5962 Fax 
http://www.betheboss.com/ 
FScocimara@mfvexpo.com 
 
Resources & Key Contacts 
 


ASOCIACION MEXICANA DE FRANQUICIAS (AMF) 
 www.franquiciasdemexico.org 
 
Feher & Feher Business and Franchising Consulting 
www.feherandfeher.com 
 
Government of Baja California 
www.bajacalifornia.gob.mx 
 
 
For More Information 
 


The U.S. Commercial Service in Mexico City, Mexico can be contacted via e-mail at: 
martha.sanchez@mail.doc.gov; Phone: 011/ 52-55 5140-2621; Fax: 011/ 52 55 5566-1115or visit our website: 
www.buyusa.gov/mexico/en      
 



http://www.betheboss.com/

http://www.betheboss.com/

http://www.franquiciasdemexico.org/

http://www.feherandfeher.com/

http://www.bajacalifornia.gob.mx/

http://www.buyusa.gov/mexico/en
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The U.S. Commercial Service — Your Global Business Partner 
 


With its network of offices across the United States and in more than 80 countries, the U.S. Commercial Service of 
the U.S. Department of Commerce utilizes its global presence and international marketing expertise to help U.S. 
companies sell their products and services worldwide.  Locate the U.S. Commercial Service trade specialist in the 
U.S. nearest you by visiting http://www.export.gov/. 
 
 
Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every 
effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the 
accuracy or completeness of information in this or any other United States government document. Readers are advised to 
independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal 
advice. 
 
International copyright, U.S. Department of Commerce, 2008. All rights reserved outside of the United States. 
 



http://www.export.gov/
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Summary 
 


Canada has the world’s second largest franchise industry. Franchises benefit from the high number of Canadians 
who travel to the United States, as Canadians are familiar with U.S. franchise concepts, especially in the food 
services and retail sectors. Franchisors must recognize that while Canada is very similar to the U.S. market in 
many respects, there are some regional and demographic issues that must be addressed in order to be 
successful in Canada. 
 
Franchising In Canada Overview 
 


Canada has nearly 80,000 franchises operating nationwide, operating under more than 1,000 brand names and 
contributing US $85.4 billion to Canada’s GDP. Canada is home to the second largest franchise market 
worldwide, second to the United States and the largest per capita franchise market, with a national population of 
only 31.6 million. Within its vast regional franchise landscape, 85% of franchises operating in Canada are located 
in the three most populous provinces, Ontario, Quebec, and British Columbia. Franchising is undergoing an 
exceptional growth period in Canada with a new franchise opening every two hours, or more than 4,300 new 
outlets in 2006 alone.  
 
Home to many large U.S.-based franchises, over 60% of Canadian franchise systems are Master Licensees of 
U.S. franchise systems. Most U.S franchises are successful in Canada once they have correctly adjusted to the 
Canadian marketplace. U.S franchises benefit from the brand recognition that occurs from Canadian tourists 
traveling to the United States.  
 
Canada is not a homogenous country; it is vast both geographically and culturally with major differences among 
regions. Because of this it is difficult for one master licensee to develop the entire nation; as a result, it is 
recommended that the license be broken down into regional licenses to better service the needs of each region. 
The province of Quebec, in particular, which has a different legal system, will have different requirements of 
franchises and, due to its distinct market characteristics, should be approached differently than other provinces in 
Canada. For example, Quebec’s official language is French, whereas all other provinces use English as their 
primary languages.  
 
Selected Franchise Sectors in Canada 


 
2006 Top Franchise Sectors and Average Investment per Sector* 
Franchise Sector # Of Franchisors 


(compared to  
2005) 


Investment Min-Max (CDN) 


Automotive (Products, Rentals, Repairs)  53 (-9 from 62) $25K - $1.3M (average: $250K)
Building Services (Construction, Janitorial, 
Home Improvement, Inspection) 79 (- 17 from 96) $10K - $887K (average: $100K)
Business Services (Training, Computers, 
Telecommunications, Courier, 
Copying/Printing, Signage) 46 (-9 from 55 $14K – $600K (average: varies)
Children’s Services (Child care, Education, 
Training) 21 (+6 from 15) $8K – $286K (average: $75K)
Food Services – Café bakery 26 (- 2 from 28) $80K - $700K (average: 375K)
Food Services – Quick Service 102 (-43 from 145) $40K - $1.4M (average: $425K)
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Food Service – Restaurant 61 (-35 from 96) $60K - $2.9M (average: varies)
Food Services – Retail Food 13 (-13 from 26) $60K - $475K (average: $375K)
Home Services (Cleaning, Furnishing, 
Decorating, Landscaping, Lawn care) 29 (+4 from 25) $5K - $1M (average: $40K)
Personal Services (Beauty, Health and 
Nutrition, Senior Care) 38 (+3 from 35) $1K – $1.5 M (average: $200K)
Professional Services (Real Estate, 
Accounting, Personnel, Employment, 
Advertising) 27 (-2 from 29) $2K - $2M (average: $50K)
Recreation (Entertainment, Fitness, Sports) 25 (+9 from 16) $10K - $2.5M (average: $150K)
Retail – non food (Children’s, Clothing, 
Gifts, General, Home Electronics, Pet 
Supplies) 68 (n/a) $3K - $500K (average: $250K)
Specialized Services (Dry Cleaning, 
Environmental Services, Party Rentals, 
Funeral Homes, Photography, Water 
Treatment, Wine Making) 22 (n/a) $3K - $574K (average: varies)
Travel (Campgrounds, Hotels, Motels, 
Travel Agencies) 30 (-14 from 44)


$18K – $64.5M  (average: hotel - 
$30M, travel agency - $140K)


Source: Canadian Business Franchise Directory 2007, all figures Canadian dollars. 
*Each franchise within each sector has a different minimum investment and maximum investment. The 
numbers in this table reflect the minimum cost of each franchise, as well as the estimated average. 
 
Considerations when Franchising in Canada 
 


1. Trademark – in Canada, trademark rights are regional. This is not to say a trademark needs to be 
registered to be protected; however, in areas where owners establish themselves, only this 
geographical area is protected. A trademark will not be protected nationally unless it is registered. 
This is because the federal branch of government and not the provincial branch of government 
handles registration. 


 
2. Nationwide, U.S. franchisors may look for master franchisees to develop franchises in different 


regions. However, this method may not always be successful.  To improve the success rate, it is 
recommended that a different development model be utilized such as:  


a. Open corporate stores or grant individual franchises. 
b. Grant area development agreements for specific parts of each province. 
c. Grant Master franchise agreements for specific provinces or regions in Canada. 
d.  Work in a joint venture with a local businessperson who will take part in the development of 


the franchises. 
 


3. Canada Oriented Marketing – marketing and promotional programs benefit the Canadian franchises 
of U.S. based franchisors. Providing support services modeled after those in the US would also go a 
long way in delivering franchisees more value and enhances their potential to flourish in Canada. 


 
4. Canadian Franchise Association (CFA) - The Canadian Franchise Association is the voice of the franchise 


industry in Canada, representing over 400 franchise companies and the professionals who support the 
industry. Members must adhere to all CFA regulations, including the use of the CFA disclosure document 
guide. Membership is not limited to Canadian franchise concepts, with many U.S. franchises with CFA 
membership. Please visit the CFA at: http://www.cfa.ca/. 


 
Opening a New Franchise in Canada 


 


 97% of the franchises in Canada pass the five-year stage that is critical for survival and growth; 
this rate is approximately four times higher than the startup of an independent business  



http://www.cfa.ca/
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 Average investment in a Canadian Franchise is US$166,000 
 86% of franchises opened in the last five years are still under the same ownership 


 
 


 
Franchise Laws in Canada 
 


Of the 10 Canadian provinces, only Ontario, Alberta, and Prince Edward Island have provincial disclosure 
requirements. Legislation has been introduced in the province of New Brunswick; however, this has not been 
enacted and is awaiting approval. There has also been discussion that British Columbia and Manitoba are 
considering similar legislation.  
 
The disclosure requirements within Ontario, Alberta and Prince Edward Island are similar to the U.S. Uniform 
Franchise Offering Circular (UFOC) requirement. Under the disclosure requirement, the franchiser must 
disclose all material facts to potential investors. In the U.S, a government agency reviews these disclosure 
documents; however, no such government agency exists in Canada, as there is no uniform franchise law. The 
franchise law committee of the Uniform Franchise Commission of Canada has been in the process of 
developing a uniform franchise law across Canada. In 2005, the commission approved a model Uniform 
Franchises Act (UFA), a standardized national franchise disclosure law but the federal government has not 
yet approved this. The UFOC can be used in all states in the United States; however, unless the UFA is 
adopted Canada-wide, the disclosure document cannot be used throughout the provinces.   
 
Franchise Trends in Canada 
 


The Canadian Franchise Association noted several “trendsetting” sectors in their 2007 Franchise Canada 
Directory. Pointing to the baby boomers as the key market, the Directory mentioned six categories expected to 
grow in Canada: 
 


• environmental products and services 
• education services 
• health and fitness – including home health care, nutrition 
• landscaping 
• pets – sales/supplies/services 
• trucking and logistics 


 
As in the United States, the most important factor for franchise trends is demographics. The Canadian Franchise 
Association reiterates the importance of the baby boomers, pointing out that the largest market for potential 
franchisees are people between their 40s and 60s.    
 
As noted above, one of the fastest growing segments of the franchise industry is the “care” industry featuring 
senior care, pet care, childcare and education.  Home health care franchise concepts top the charts as the first of 
Canada’s aging baby boomers are poised to turn 65, and with this milestone come a variety of new health 
concerns.  In 2007, the Canadian Business Franchise Magazine included “senior care” as a new category in their 
annual directory with three franchises listed; none were listed the previous year.  
 
In addition, fitness and healthy food concepts have grown at an extraordinary rate in recent years.  Franchise 
concepts, especially in the food services industry, are stressing their “healthier” aspects. Entrepreneur Magazine 
recently ranked Subway, the quick service sandwich franchise, as the #1 Franchise of 2007. 
 
Canadian franchise trends tend to mirror American franchise trends.  However, regional differences often mean 
that a franchise concept that succeeds in Eastern Canada may not be so well received in Western Canada or vice 
versa.  It is imperative that U.S. franchisors understand the regional differences of Canada. 
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Best Prospects 
 


In many ways, Canadians are very similar to Americans in consumer habits. Due to the high traffic of visitors 
between the two countries, Canadians generally have a good knowledge of U.S. franchise concepts, 
especially in the retail, food service and consumer-oriented industries. A stronger Canadian dollar has helped 
increase the flow of Canadians traveling and shopping in the United States. Further, the majority of the 
Canadian population lives within 100 miles of the U.S.-Canada border, increasing the likelihood of cross-
border single day shopping trips. 
 
Demographically, Canada is also very similar to the United States. It is expected that a burgeoning retired 
baby boomer population will require senior care services. Further, it is likely that leisure-oriented franchises 
will do very well with this segment of the population. Canada, as mentioned, is very regional, with some areas 
attracting larger numbers of seniors, including Vancouver Island and the Okanagan in British Columbia, 
lakefront property in Ontario, and Prince Edward Island. 
 
We also recommend that U.S. franchisors look first to the three most populous provinces (Ontario, Quebec 
and British Columbia) for their initial expansion to Canada, before expanding further. It should be noted that 
Ontario has its own provincial disclosure laws for franchisors. Quebec is a primarily French-speaking 
province, presenting further challenges to U.S. franchisors. British Columbia, as mentioned above, is following 
Ontario’s lead in considering the implementation of provincial franchise disclosure laws. 
 
We find that having a local, master franchisee for each different region helpful, rather than a national master. 
Utilizing a local master will help franchisors address and adapt to regional differences in the Canadian 
population. 
 
Targets for 2007 


 
The U.S. Commercial Service is organizing a Canada-Wide U.S. Franchise Promotion from June 4-8, 2007. 
Participating franchisors will travel across the country to four cities (Vancouver, Toronto, Montreal and Halifax) to 
present their concept to a pre-registered, pre-qualified group of investors in each city.  For more information, 
please contact Cheryl.Schell@mail.doc.gov or visit the event website at: www.buyusa.gov/canada 
 
 
The U.S. Commercial Service — Your Global Business Partner 
 


With its network of offices across the United States and in more than 80 countries, the U.S. Commercial Service of 
the U.S. Department of Commerce utilizes its global presence and international marketing expertise to help U.S. 
companies sell their products and services worldwide.  Locate the U.S. Commercial Service trade specialist in the 
U.S. nearest you by visiting http://www.export.gov/. 
 
 
Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every 
effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the 
accuracy or completeness of information in this or any other United States government document. Readers are advised to 
independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal 
advice. 
 
International copyright, U.S. Department of Commerce, 2007.  .All rights reserved outside of the United States. 
 



mailto:Cheryl.Schell@mail.doc.gov
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 Franchising in Central America 


 


 A glimpse at Franchising in Central America


 
 (Costa Rica, Guatemala, El Salvador, Honduras and Nicaragua) 


Overview 
 


• Central America has been a good marketplace for U.S. franchises in the past, and continues to 
offer opportunities for well-known franchise concepts.  Receptivity for new chains, particularly in 
the food/restaurant sector, remains high.  The market for franchising is expected to grow at an 
annual rate of 10% for the next three years. 


 
• The first franchises came to the region in the early 1970’s, starting with McDonald’s.  (Costa Rica 


1970, El Salvador 1972, Guatemala 1974, Nicaragua 1975). 
 


• Franchises mainly include members of well-known wealthy families with substantial disposable 
incomes,  either directly or through their companies. People who currently own a franchise tend 
to be more accessible towards investing on a new one.  Strong corporate and/or entrepreneurial 
groups are also among the most promising franchisee candidates. 


 
• Gold Key Service and trade fair exhibitions have been keys to enter this market.  Some franchises 


have been acquired through Internet searches. 
 


• Not all franchises do well in this market: Blockbuster Video pulled out of Costa Rica due to poor 
copyright protection.  Sir Speedy, Rooms to Go, Midas and Pollo Tropical did not do well in Costa 
Rica and El Salvador eventually closing down operations.  U.S. franchisors must ascertain the 
basic practicability of transporting their business system to Central American by engaging in a 
thorough market research study before attempting to expand locally. 


 
• Guatemala is #1 in the region with aprox. 150 franchises.  Nicaragua is last with about 33. 


 
• Tourism projects, infrastructure modernization plans, and economic growth in the region, are 


among the main factors attracting investments in this sector. 
 


Reasons why franchises succeed in Central America 
• Brand Name Recognition 
• Geographical proximity and Familiarity with U.S. Language and Culture 
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• Marketing and Sales Promotion 
• Franchiser and Training Support 
• Product Standardization  
• Country-Specific Spanish POS materials 
• Flexibility to Adapt to Local Suppliers or Local practices, if necessary 
• Price, Service, Quality of Products, Innovation 


 
 


• Where do franchises originate in Central America? 


 
• Number of Franchises in each country


 
       Source: US Commercial Service. Nicaraguan information provided by ACAF 


 
• US franchises operating in Central America include:      
 Jerry’s Subs, TGIF Fridays, Subway, Burger King, Office Depot, Chilli’s, Hardee’s, Dairy Queen, Tony Roma’s, 
Haagen Dazs, TCBY, Mail Boxes ETC, Sizzler, Taco Bell, Schlotzsky’s Deli, Pizza Hut, Papa John’s, Little 
Ceasar’s, Quiznos, Cinnabon, Sbarro, Wendy’s, Dunkin’ Donuts, Baskin Robins, Pakmail, Dry Clean USA, 
Denny’s, Bennigan’s, Bojangles, Applebee’s, Church’s Chicken, Domino’s Pizza, Popeye’s, Ruby Tuesday’s, 
Manpower, Midas, Oil Butler, Meineke, Candy Bouquet, Gold’s Gym, Quik Internet, Berlitz, KFC, Holiday Inn, 
Outback Steakhouse, McDonalds. 
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• Non-US franchises:          


Pollo Campero (Guatemala), Sushi Itto (Mexico), Yogen Fruz (Canada), Bennetton (Italy), GetNuts (Costa Rica), 
Rosti Pollo (Nicaragua), Tre Fratteli (Guatemala), The Bagel Factory (Guatemala), Bagelmen’s (Costa Rica), 
Maridos de Alquiler (Costa Rica), Il Gatto (Argentina), Presto (Italy), The Coffee Cup (El Salvador), Helados 
Holanda (Mexico). 
 
• CAFTA: The Central American Free Trade Agreement will provide full market access to franchising with 


trademarks, lower cost to export equipment, elimination of “dealer acts”, etc. 
 
Other Resources: 


• International Franchise Association, Washington D.C., www.franchise.org 
• U.S. Commercial Service Central America: Roy.Fernandez@mail.doc.gov 


If you would like more information please go to www.buyusa.gov/centralamerica/en  



http://www.franchise.org/

mailto:Roy.Fernandez@mail.doc.gov

http://www.buyusa.gov/centralamerica/en
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 Franchising in Honduras 


 


Overview         
 
Despite several years of continuous growth, the popularity of franchise business concepts 
continues in Honduras, especially in the fast food and casual dining sectors.  The first franchising 
concept starting operations in Honduras dates back to the late 1980’s, with the establishment of 
Pizza Hut.  Honduras’ population as of September 2007 has been estimated at 7.4 million, with 
Tegucigalpa, the capital, at 1,324,000 and San Pedro Sula, the country’s main business center, at 
898,000 inhabitants.  Population density in urban areas indicates that franchising will continue 
expanding into new business sectors.  Honduras has over 65 international franchises 
concentrated throughout these two main cities. 
 
No official figures on the franchise sector are available, and the industry has not yet formed an 
association.  Honduras has no locally developed franchises.  With a dominant share from US 
franchises, the market is expected to grow 10 percent per year during the next 3 years.  
Prospective new franchising entrants are encouraged to pay close attention to intellectual 
property, financial, and taxation aspects of doing business in Honduras.  Both U.S. companies 
and potential franchisees engaging in this type of investments should also conduct extensive 
market research; commit to building a sound, long-term business plan; allow enough flexibility 
to adjust the existing business model to accommodate local cultural differences; have a legally 
bound franchise agreement, detailed operations manuals, good training program; and work out a 
development schedule for master licenses realistic to the Honduran market. 
 


Best Prospects/Services       
 
In addition to the food/beverage and casual dining sub-sector, demand for convenience, 
hotels/motels and resorts, and entertainment services is growing rapidly.  These services include 
dry cleaning, pest control, day care learning centers, security, advertising, real estate, discount 
stores, convenience store/pharmacy, personal care, cosmetics and toiletries, and casual clothing.  
U.S. franchises tend to have high brand recognition among the general public. 
 


Opportunities        
 
Market developments involving tourism, construction, and social infrastructure projects should 
create excellent prospects for U.S. franchises interested in exploring the Honduran market.  A 
good indicator of potential opportunities in the franchising sector is the country’s emphasis on 
supporting tourism development as a key cluster for economic growth.  As one of the fastest 
growing industries in Honduras, tourism is diversifying its products to attract more visitors.  
Strong efforts in promoting Honduras as one of the world’s top tourism destinations have 
resulted in a 78 percent increase in the number of tourists for the period 2002 to 2007.  
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 The government is encouraging investments in large-scale projects, such as the Tela Bay 
tourism complex, which will bring franchise concept opportunities in connection to the 
establishment of hotels, restaurants, and beach resorts.  Other high growth tourism areas are the 
Bay Islands and Copan Valley.  Urban modernization and a highly consumer-oriented society are 
attracting increased investments in the construction of large shopping malls and retail outlets 
throughout the country’s largest cities (Tegucigalpa, San Pedro Sula, and La Ceiba), providing 
additional opportunities for securing strategically located franchise outlets. 
 
There is no special franchise legislation in Honduras. Franchise companies are subject to normal 
trade laws such as paying a 25 percent tax on royalties and a value-added tax of 12 percent. 
Under the CAFTA-DR trade agreement, most import duties for U.S. exports have been reduced.  
 
 When Central American investors consider a franchise concept, they look for reputable 
franchisors with a worldwide presence and solid acceptance in other markets, able to provide 
extensive training and start-up support. Local investors also look for recognizable trademarks, as 
local consumers consider recognizable U.S. trademarks as high quality articles.  Potential 
franchisees are usually young, wealthy executives familiar with the U.S. and other countries or 
large corporations that already own more than one franchise in different industry sectors, such as 
fast food. 
 


Resources         
 
U.S. International Buyer Program Trade Shows: 
International Franchise Expo    http://www.franchiseexpo.com 
 
Other Resources: 
Honduras Trade Portal    http://www.sic.gob.hn 
International Franchise Association   http://www.franchise.org 
CAFTA-DR Website     http://www.export.gov/cafta 
U.S. Commercial Service   http://www.BuyUSA.gov/centralamerica 
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Summary 
 
The Franchise industry started to develop in Venezuela in the late 80’s and achieved major 
success as a business model in 1997.  For over a decade the franchise sector has contributed 
greatly to Venezuela’s economic development.  Starting from about 50 franchise operations 
before 1997, by 2007 the number had increased to 332.  The sector’s annual growth (number 
of stores) is estimated at 25 percent.  Franchise operations in Venezuela represent $2.36 
billion in sales, equaling 2.2 percent of Venezuela’s non-petroleum GDP.  Venezuela ranks 
third in Latin America in franchising, after Brazil and Mexico.  American franchises dominate 
international franchise operations in Venezuela, of which about 50 percent are American. 
 
In general, the franchise sector’s annual growth remains stable.  However, fast food chains and 
gastronomy continue to grow due demographic growth and the construction of new malls and 
shopping centers that are key locations for different types of franchises.  
 
Market Demand 
 
Since the franchise business model was introduced in Venezuela in 1997, gastronomy and fast 
food have been the most appealing sectors and have adapted to the market most quickly. 
However, other sectors have developed at a fast pace.  Fashion and clothing franchises 
represent an important growth area in the franchise sector.  Domestic fashion manufacturing 
began declining in 2002, due to government restrictions on foreign currency that created 
obstacles to general and raw material imports.  Since demand in this sector is high, the decline 
in the domestic industry caused growth in many fashion and clothing franchise operations. 
 
The average initial capital investment in Venezuela to begin a franchise operation is 
US$76,000, but in some cases (real state franchises, entertainment centers, toy stores and 
bookstores) it is possible to initiate an operation with less than US$50,000.  The most 
expensive type of franchise in Venezuela is in hotels, with an initial investment of 
US$5,000,000.  However, in the past 5 years demand in the hotel sector has seen a major 
increase.  Today, according to the Ministry of People’s Power for Tourism, Venezuela has a 
deficit of 6,000 rooms in the most important cities, i.e., Caracas, Maracaibo and Barquisimeto. 
 
Other types of franchise operations are growing in number.  Gastronomy, fast food and quick 
serve restaurants are very important operations, in terms of fastest market adaptation and 
have an estimate initial capital investment between US$50,000 and US$150,000. 
The average initial investment for American franchises is US$178, 000, represents 41 percent 
higher than for other international franchises.  Since several services and products are already 
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offered by domestic franchises, future American investors are highly recommended to conduct 
a market survey to determine what the specific competition is offering.  


 


 
 


Market Data 
 
In Venezuela, American franchises comprise the highest number of international franchise 
operations in many different categories, representing 61 percent of total international franchise 
operations and 1,466 stores.  The second highest representation is Spanish franchises with 
16.5 percent, followed by Colombian franchises (5.8 percent), and Canadian (4.2 percent).  
 
Venezuela ranks third among Latin American franchise markets, as determined by annual 
percentage increase in franchise stores.  In food chains, there has been a steady increase 
since 2004.  Of 332 franchise operations, 98 are fast food, with 1.158 stores. 


 
Venezuelan franchise operations represent 2.2% of GDP, BF 5.1 billion or US$2.36 billion 
annually. 


Direct Employment: 66,000  
Indirect Employment: 145,000  
Annual Percentage Increase: 
2002:11% 
2003: 6% 
2004: 14% 
2005: 15% 
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Best Prospects 
 
While several European and Venezuelan franchises compete with American ones, U.S. 
Franchises and trademarks are highly regarded in the Venezuelan market.  They stand for 
good quality, consistency, and excellent service.  Furthermore, a great advantage the 
American franchisers have on market penetration is the familiarity and brand loyalty 
Venezuelans have for American brands for many years.   
 
For 2009 it is projected that franchise operations will rise 14 percent.  Thirty-six percent are 
expected to be international franchise and 17 percent are expected to be American. 
 
 
Sources:  
Profranquicias-Venezuelan Chamber of Franchises 
Front Consulting   
 
 
Key Suppliers 
 
The franchise sector is broad and covers many areas and categories, it is difficult to list key 
suppliers for each category. However, according to the Venezuelan Chamber of Franchises, 
Profranquicias, there is one major key supplier in the franchise sector most of the categories 
have in common. The key supplier is software, particularly administrative programs. Most 
major domestic and international franchises, in numerous categories require administrative 
software programs.  
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Market Issues & Obstacles 
 
American investors must be informed of the restrictions for currency exchange control 
implemented in February 2003 by the Venezuelan Government. Restrictions are regulated by 
the “Comisión de Administración de Divisas” (CADIVI), where Venezuelan importers are 
required to submit detailed information regarding specific import transactions. CADIVI states 
the exporter, must provide supporting documentation when requested. 
 
The ruling determines all transactions regarding the Franchise sector is “Providencia # 056”, 
effective in August 2004 and replacing “Providencia #029”. Franchise royalty fees are 
processed in foreign currency. Venezuelan law states all import transactions in foreign 
currency must be processed through CADIVI. For detailed information visit http://cadivi.gov.ve 
 
 
Trade Events 
 


Feria de las Franquicias, 2008   
Centro Sambil, Caracas-Venezuela 
 
Resources & Contacts 
 


Profranquicias-Cámara Venezolana de Franquicias 
Phone: 58212-9923397 
www. profranquicias.com 
FrontConsulting 
www.frontconsulting.com 
Comisión de Administración de Divisas 
http://cadivi.gov.ve/ 
 
 
 
 
 
 
 
 
 
 
For More Information  
 


The U.S. Commercial Service in Caracas Venezuela can be contacted via e-mail at: 
Adriana.Sierra@mail.doc.gov; Phone: 58212-9078425; Fax: 58212-9759643; or visit our 
website: www.buyusa.gov/venezuela 
 
 


 



http://www.frontconsulting.com/�
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The U.S. Commercial Service — Your Global Business Partner 
 


With its network of offices across the United States and in more than 80 countries, the U.S. 
Commercial Service of the U.S. Department of Commerce utilizes its global presence and 
international marketing expertise to help U.S. companies sell their products and services 
worldwide.  Locate the U.S. Commercial Service trade specialist in the U.S. nearest you by 
visiting http://www.export.gov/eac. 
 
Comments and Suggestions: We welcome your comments and suggestions regarding this 
market research. You can e-mail us your comments/suggestions to: 
Customer.Care@mail.doc.gov.  Please include the name of the applicable market research in 
your e-mail.  We greatly appreciate your feedback. 
   
 
Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every 
effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the 
accuracy or completeness of information in this or any other United States government document. Readers are advised to 
independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal 
advice. 
 
International copyright, U.S. Department of Commerce, 2007. All rights reserved outside of the United States. 
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Summary 
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The Brazilian franchise sector has experience continuous success over the last two decades and it 
is becoming more and more professional and sophisticated. Some local companies are actually 
starting to prospect markets outside Brazil to expand their concepts.  Results of an annual research 
carried by ABF – Brazilian Franchise Association shows that the sector accounts for over 25% of 
the gross revenue in the retail segment with around 1,200 franchise chains/brands and 
approximately 65 thousand franchise units. Brazil’s franchise market is the 2nd largest in the 
Americas (after the US) in number of franchise units. Total sector revenue in 2007 was 
approximately US$ 27 billion, a 15.6 percent growth over 2006 figures. In 2007, franchising 
generated 30 thousand new job positions in Brazil and currently directly employs close to 600 
thousand workers. 


 


Franchise x GDP Growth
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Source: ABF – Associação Brasileira de Franchising (Brazilian Association of 
Franchising) 
Exchange rate used: R$1.7/US$1.00 


The continuous 
economic stability 
experience by Brazil 
since the establishment 
of the Real Plan in 
1994, has benefited the 
entire economy but 
especially those 
segments directly 
impacted by consumer 
expenditure. Most 
recently, an 
improvement in the 
purchasing power of 
lower income Brazilians 
combined with the 
availability of long-term 
credit at affordable 
interest rates, has 
contributed to the growth of revenue in retail in general and consequently in franchising. Also, 
according to local sources, success of the Brazilian franchising system is partially due to the 
increase in participation of already consolidated businesses exploring alternative avenues for 
expansion. Local Brazilian companies form the vast majority of franchises in Brazil (about 90%), 
however, foreign groups, particularly from the U.S. have been around for a long time and there are 
new ones making their way into the market too. 
 


Background 
 


In Brazil, franchising ventures began back in 1960, with language schools, then in the 1970s the 
first McDonald's restaurant was opened. Up to the early 1980s franchising activities were mainly 
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concentrated on car dealerships and beverage bottling, which are traditional areas for products and 
brands franchising.  


 
In 1992, the 
franchising market 
was opened to 
global competition, 
and, in 1994, a 
specific law to 
govern the 


relationships 
between franchisors 
and franchisees was 
passed. During the 
1990s, the franchise 
market showed 
impressive growth 
rates, being ranked 
third in the world.  
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Nowadays, the 
Brazilian franchising 


system is an undisputable growing reality. It has proven to be a successful form of business 
management, in particular for the expansion of small and medium-sized companies contributing to 
the country’s overall capacity of generating investments, exports, imports, jobs, and income.  


Revenue Growth
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 Source: ABF – Associação Brasileira de Franchising (Brazilian Association of Franchising) 
Exchange rate used: R$1.7/US$1.00 


 
Franchises are 
particularly 
welcome in the 
Brazilian economy 
because of their 
proven business 
model that 
considerably 
reduces the risks 
of shutting down a 
new company in 
the first three 
years of 
existence. In 
conjunction with 
the improvement 
of the Brazil’s 
socioeconomic 
situation during 
the past decade, 
the market saw a constant growth of the system, which, even during economic crisis, showed 
growth rates above the Brazilian GDP (Gross Domestic Product).  


Breakdown of Revenue by Sector 2006/2007 
Franchised and Owned Sector 


2006 2007Variation % 
1Personal Accessories and Shoes $862 $1,072 24.4
2Food $3,759 $4,398 17.0
3Education and Training $2,622 $2,772 5.7
4Sports, Health, and Beauty $3,584 $3,959 10.5
5Photos, Graphics, and Signaling  $783 $824 5.3
6Hotel and Tourism $458 $538 17.6
7Informatics $334 $402 20.4
8Cleaning Services $318 $338 6.1
9Furniture, Decoration, and Gifts $1,144 $1,292 13.0


10Business Services, and Retail $6,999 $8,691 24.2
11Car rental $1,035 $1,081 4.4
12Clothing and Fashion $1,518 $1,715 12.9


Total $23,418 $27,082 15.6
Source: ABF – Associação Brasileira de Franchising (Brazilian Association of Franchising) 
Exchange rate used: R$1.7/US$1.00 
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Highlights, Best Prospects, and Trends 
 


Personal Accessories and shoes make up the best performing franchise sector in 2007 with a total 
revenue increase of 24.4 percent. According to the Brazilian Franchise Association the continuous 
recovery of internal consumption as well as the entrance of traditional companies into the franchise 
system explain the growth. Sub-segments such as jewelry (Carol Gregori), leather shoes and 
accessories (Dumond, Runner, Victor Hugo) and sunglasses (Triton Eyewear) greatly contributed to 
this growth.  


Growth of Total # of Franchise 
Networks
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Source: ABF – Associação Brasileira de Franchising (Brazilian Association of Franchising) 
Exchange rate used: R$1.7/US$1.00 
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General Business Services and Retail closely followed Personal Accessories. The growth of 24.2 
percent in revenues and 27.4 percent in the number of new chains was mainly influenced by the 
increase in number of convenience stores, logistics companies, mail, lottery houses, credit/lending 
outlets, supermarkets and bookstores. 
 
 Breakdown of # of Franchise Networks by Sector 2006/2007 


Networks Sector 
2006 2007Variation % 


1 Personal Accessories and Shoes 55 77 40.0
2 Food 197 241 22.3
3 Education and Training 143 160 11.9
4 Sports, Health, and Beauty 170 212 24.7
5 Photos, Graphics, and Signaling  16 17 6.3
6 Hotel and Tourism 13 15 15.4
7 Informatics 46 50 8.7
8 Cleaning Services 43 47 9.3
9 Furniture, Decoration, and Gifts 60 62 3.3


10 Business Services, and Retail 106 135 27.4
11 Car rental 45 50 11.1
12 Clothing and Fashion 119 131 10.1


Total 1013 1197 18.2
Source: ABF – Associação Brasileira de Franchising (Brazilian Association of Franchising) 
Exchange rate used: R$1.7/US$1.00 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Another franchise sector that showed large growth figures was Informatics with a 20.4 percent 
increase in revenue. According to local sources, this is a consequence of a combination of 
continuous modernization of various industries segments, expansion of cellular telephony and price 
and tax reductions. Since the majority of IT items and electronics are imported, prices have been 
directly impacted by the devaluation of the Dollar against the local Brazilian currency, the Real.  In 
addition, recent anti-piracy actions from the government and society have reduced the gray market 
of computers, software, and other IT devices and thereby strengthened and matured the retail 
market. Brazil is currently the fourth largest market for PCs in the world, outranked only by the 
United States, China, and Japan. New companies such as Linkwell, TV Bus, VileSoft, and 
Magoweb, adopted franchise as their business model for expansion last year.   
              
The Food and Restaurant sector, where the franchise system is traditionally used, showed a 22.3 
percent increase in the number of restaurant chains and a 17 percent increase in the overall 
revenue.   
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Growth in Total # of Units


51,000
56,000 56,564 59,028 61,458 62,584 65,553


2001 2002 2003 2004 2005 2006 2007
 


Source: ABF – Associação Brasileira de Franchising (Brazilian Association of Franchising) 
Exchange rate used: R$1.7/US$1.00 


 
 
The Sports, Health, and Beauty sectors continue to present good performance with 10.5 percent 
growth in revenue and 24.7 percent increase in the number of chains from 2006 to 2007. 
Companies in this group tend to become more and more segmented and niche oriented. Most 
recent examples are fitness centers only for ladies over a certain age such as Contours Express 
and Curves. 
 
Another franchise segment that have been very positively impacted by the extremely favorable 
exchange rate for Brazilians, was Hotel and Tourism.  Franchises in this sector registered an 
impressive of 17.7 percent growth in revenue last year. The specific chains that showed the best 
performances were Pax Voyage, Flytour, Accor Hotels, and Experimento.   
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Breakdown of # of Units by Sector 2006/2007 
Unites - Franchised and Owned Sector 


2006 2007Variation % 
1 Personal Accessories and Shoes 1630 2006 23.1
2 Food 6328 7046 11.3
3 Education and Training 10619 11007 3.7
4 Sports, Health, and Beauty 10419 10587 1.6
5 Photos, Graphics, and Signaling  1941 1985 2.3
6 Hotel and Tourism 358 399 11.5
7 Informatics 1342 1347 0.4
8 Cleaning Services 1745 1920 10.0
9 Furniture, Decoration, and Gifts 2094 2259 7.9


10 Business Services, and Retail 19703 20584 4.5
11 Car rental 3686 3550 -3.7
12 Clothing and Fashion 2719 2863 5.3


Total 62584 65553 4.7 
 
 
After a period of strong growth, the Car Service sector is showing moderate figures. In 2007, 
revenue grew only by 4.4 percent, just about the same as the overall economy and the Brazilian 
GDP. The sector saw its number units being reduced by 3.7 percent as the industry seems to be 
readjusting and closing a few existing parking units and car maintenance shops.  


 
Market Access – Challenges and Opportunities 
 


U.S. Franchises should pay special attention to the various legal aspects of franchising in Brazil to 
avoid, as much as possible, future disputes with local partners/franchisees. Serious problems and 
failures of franchise operations have occurred for various reasons, including a lack of knowledge of 
the market, lack of planning, poor choice of franchisee, and macroeconomic trends. These cases 
have resulted in financial loses for the U.S. and the Brazilian companies; a negative impact on 
brands, both in Brazil and internationally; and a negative image for U.S. franchisors entering this 
market. 
 
An important aspect of Brazil that U.S. franchisors need to be aware of is Brazil’s judiciary system. 
Based on the Roman law, this system naturally provides many options for appeal in all stages of the 
legal process. In addition to that, the slowness of the already overloaded Brazilian courts can cause 
a 10 or 12 years delay in the decision on a case. Litigants can take advantage of the situation by not 
paying franchise fees and yet keeping the business running while the brand is degraded. 
 
The positive thing about the Brazilian Franchise Law is that it is federal and requires only one UFOC 
– Uniform Franchising Offer Circular – for the entire country. The law was recently reviewed, 
received changes, and has been waiting from approval from the Brazilian Congress for the last 
three years. Maybe the most important aspect of the new law that might affect foreign franchisors is 
the requirement for a business to be in operation for at least two years before it can start franchising 
in Brazil. The question is whether the experience of franchising in other countries will be taken in to 
account.  
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The recent lawsuits against U.S. franchises in Brazil are based on two major claims: 


 
1. The Brazilian Land Lordship Law - which states that the rent under the sublease should not be 
higher than the main lease. There is a debate of whether the rule applies only to residential tenants, 
but because the law does not provide full explanation, it gives room for litigations against those 
franchisors that in their model of business include the sub-rental of the point of sale as source of 
collection – i.e. McDonald’s. In most cases, the litigant franchisees keep running the business and 
stop paying rent, royalties, and marketing fees to the franchisor. 
 
2. Long-Term Loans in U.S. Dollars - In 1994/95, most franchises experienced incredible growth 
doubling sales in a very short period. That was the time when former President Cardoso, then 
Minister of treasure, implemented the Real plan which brought stability to the country and drastically 
increased the purchase power of the population, specially the average and low income consumers. 
At that time, and for a while, the Brazilian currency (Real) was stronger than the dollar (R$1,00 = 
US$1,20). Imports were very much favored, Brazilians traveled around the world, and loans in 
foreign currency was also attractive. This positive scenario led franchisees to fast expansion of 
business by opening multiple units funded by long-term loans in US dollars. About four year later, 
the ups and downs of a developing economy and the fluctuations of the foreign exchange rate 
would result in a very complicated situation for those contracts. The Brazilian “Real”, that was 
artificially kept close to the dollar, was gradually devaluated to suffer its first max devaluation of 
about 80% in January/February 1999, right after President Cardoso got reelected. Some contracts 
were renegotiated with the banks but the problem was not solved as the devaluation of the Real 
continued and the volume of business decreased 


 
Important Tips and Lessons for New Franchises Entering Brazil 
 


• The quality of your contract notwithstanding, any litigation will take about 10 years to be 
solved. 


 
• A new franchise law has been proposed, it is better than the current one but not a solution to 


all the problems. 
 
• Franchisors are advised to have an anti-competitive clause in their contracts. 
 
• Carry thorough due diligence on personal and business background of potential 


franchisee/partner. Pay especial attention to former litigating franchisees. Some of them 
may be tied up to a non-competitive clause in the previous contract and the results of the on 
going litigation may affect his/her other businesses. 


 
• Offer limited financial resources. Ideally, a franchisee should have at least 75 percent of the 


necessary capital and finance only the remaining 25 percent. For the financed portion two 
points must be taken in to account. The fist is that loans in U.S. dollars are high risk 
because of fluctuating exchange rate, and the second is that loans in local currency still 
have high interest. 


 
• Avoid growing too fast with the same franchisee – the more stores in the hand of one 


franchisee the higher the risk. 
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• Franchisees should have an entrepreneurial background and have experience in managing 
cash flow. 


 
• Consider including a clause in the contract for the use of arbitration in case of legal disputes. 


 
 
For More Information 
 


The U.S. Commercial Service in São Paulo, Brazil can be contacted via e-mail at: 
Paulo.Rodrigues@mail.doc.gov; Phone: 5511-5186-7186; Fax: 5511-5186-7410; or visit our website: 
www.focusbrazil.org.br  
 
The U.S. Commercial Service — Your Global Business Partner 
 


With its network of offices across the United States and in more than 80 countries, the U.S. Commercial Service of 
the U.S. Department of Commerce utilizes its global presence and international marketing expertise to help U.S. 
companies sell their products and services worldwide.  Locate the U.S. Commercial Service trade specialist in the 
U.S. nearest you by visiting http://www.export.gov/. 
 
 
Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every 
effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the 
accuracy or completeness of information in this or any other United States government document. Readers are advised to 
independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal 
advice. 
 
International copyright, U.S. Department of Commerce, 2006. All rights reserved outside of the United States. 
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SUMMARY 


The Peruvian market for franchising continues to grow and is presently composed of approximately 100 
different franchises, with some 1,000 outlets.  About 70% are foreign owned and the remaining 30% 
Peruvian.  Official figures on the franchise sector are not available; however, industry experts estimate 
that the total 2007 market size of the sector in Peru was estimated at $500 million.  


There is no special legislation for franchising in Peru.  Thus far, franchise companies operating in Peru 
are subject to regular trade laws; Decision 486, Decision 608, Decision 291 of the Andean Community 
and the general antitrust law, including a withholding tax on royalties (30 percent), value added tax of 19 
percent and import tariffs that vary according to the type of goods. 


As in most global markets, fast food is the most popular sub-sector in Peru’s franchising scene.  However, 
the areas with potential for growth include security and cleaning services, internet cafes, pre-school 
educational training, entertainment services for children, fitness centers, spas, and nursing, senior care 
and home care services. 


MARKET DEMAND 


Peru’s strong economic performance in recent years has been aided by market-oriented economic 
reforms and privatizations in the 1990s, and measures taken since 2001 to promote trade and attract 
investment.  High global prices for minerals, Peru’s principal export, have also contributed to the country’s 
recent economic vitality.  Peru is experiencing economic growth of more than 5 percent since 2004.  In 
2007, Peru’s GDP was estimated to be at $109 billion or approximately $3,865 per capita. 


Peru has a population of 28 million, of which almost one third live in Lima, the capital city.   An increasing 
demand for modern and convenient commercial shopping centers in Lima and other cities of the country 
has made the franchising model popular with local investors and consumers.  At present, most of the 
franchise outlets are located in Lima; however, franchisers have started to establish outlets in other cities 
such as Chiclayo, Trujillo, Piura, Arequipa and Cusco. 


MARKET DATA 


There are no reliable figures on the franchise sector.  Based on industry estimates, about 100 franchise 
companies are thought to be operating over 1,000 outlets at the moment.  Foreign-owned dominate the 
Peruvian market with around 70 percent, leaded by the United States.     


The U.S. introduced the concept of franchising in the 80`s with KFC and it still enjoys the highest market 
share at almost 50%.  Major third country players are Spain, Mexico, Argentina, Canada, Brazil and 
Colombia.  
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COMPETITION 


 U.S. Market Position 


Many well-known American companies are represented in Peru.  Among the fast food/restaurant firms 
present are McDonald´s, Burger, King, Pizza Hut, KFC, Starbucks Coffee, Papa John´s, Domino’s Pizza, 
Dunkin Donuts, TGI Friday’s, Chili´s, Tony Roma´s, Benihana, and Hooters.  Non fast food franchises 
include Martinizing, Gold´s Gym, World´s Gym, Curves, Gymboree, Cinemark, Radio Shack, Coldwell 
Banker, and GNC. 


Domestic Firms 


The first Peruvian company to start a franchise business was the grilled chicken company, Mediterraneo 
Chicken in 1992.  There are currently 30 Peruvian companies in the franchise sector, concentrated in the 
fast food/restaurant sub-sector.   The most significant local franchises are:  Bembos Burger Grill 
(hamburger business); Pardo’s Chicken, Mediterraneo Chicken, Parrilldas Rocky’s, La Caravana, las 
Canastas (broiled chicken); La Romana,  Pizza Raul, Pastipizza (pizzas);  China Wok (Chinese food); 
Segundo Muelle, Alfresco, La Mar, El Pez de Oro, Brujas de Cachiche (Peruvian style restaurant); 
Bohemia,  Bocatta, Astrid & Gaston (fine dining);  Heladeria 4D (ice cream); Eyes Illusion (optician) and 
Rosatel (flower shop). 


Peruvian gastronomy has become very popular in Latin America and with the assistance of the Peruvian 
Export Promotion Office, a number of Peruvian fast food and restaurants have gained markets in 
countries such as Mexico, Chile, U.S., Bolivia, Argentina, Brazil, Colombia and Spain. 


Third Countries 


Third country companies make up approximately 20 percent of Peru’s total franchise market.  Firm 
presently operating in Peru include: Laverap-Argentina and Pressto-Spain (dry cleaning service);  
Diversiones Moy-Mexico (entertainment) Yogen Frutz-Canada (yogurt), O’Boticario-Brazil (cosmetics and 
toiletries) Pilates-Argentina (gym), Crepes and Wafles-Colombia (coffee shop); Inlingua-Switzerland 
(language school); GiraMondo-Italy (travel agency); and Alfa Inmobiliaria-Spain (real estate). 


BEST PROSPECTS 


The fast-food and restaurant concepts are still the leading the franchise sector in Peru.  Other sub-sectors 
with promising potential include internet cafes, pre-school educational training, entertainment services for 
children, fitness centers, spas, security system and services, and nursing, senior care and home care 
services. 


MARKET ENTRY 


There is no special legislation governing franchising.  Franchises in Peru are subject to general 
commercial law: Decision 486, Decision 608, Decision 291 of the Andean Community, and the general 
antitrust law.  According to articles 162 through 164 of Decision 486, a written license agreement must be 
registered at the patents and trademarks office (INDECOPI-www.indecopi.gob.pe.)   Prospective 
franchisors need to be aware of a 30% income tax on royalties, 19% value added tax (paid by the local 
company) and import tariffs of 0, 9, and 17% depending on the type of goods.  Countries that have signed 
double taxation agreements with Peru have a different regime on royalties and withholding income tax 
(the U.S. is not included.) 
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It is advisable to appoint local legal counsel to successfully navigate Peru’s informal business practices 
and bureaucracy. An attorney should be aware of matters concerning taxes on corporate and branch 
income, which have an identical regime, corporate residence, value added taxes, income determination, 
capital gains, inter-company dividends, stock dividends, depreciation and depletion, net operating losses 
(tax losses) and payments to foreign affiliates.   


As with most market, a factor to successfully enter the Peruvian market is price and quality.  In addition, 
another important factor in finding good franchisees in Peru is the flexibility to make some changes in the 
basic standard agreements to adapt to Peruvian trade and cultural practices.  For example, Domino’s 
Pizza has included seating areas in their outlets, KFC and Burger King are serving “aji” (Peruvian chili 
sauce) and McDonald’s has included “Inca Kola,”, the top selling Peruvian soft drink.   


MARKET ISSUES AND OBSTACLES 
 
There are no major restrictions for establishing franchise operations in Peru.  As a result of U.S. 
Congressional approval in December 2007 of the U.S. Peru Trade Promotion Agreement (commonly 
referred to as the U.S.-Peru Free Trade Agreement, or FTA) expected to enter into force as early as the 
beginning of  2009,  U.S. companies will have greater access to the Peruvian market.  Under the 
previously existing Andean Trade Preferences and Drug Eradication Act, Peruvian firms have been able 
to export a wide-range of goods to the United States duty-free.  The FTA will afford similar treatment to 
most U.S. goods entering Peru, making 80% of U.S. consumer and industrial products eligible for duty-
free access into Peru immediately upon entry into force; with the remaining tariffs phased-out over ten 
years.  More than two-thirds of current U.S. farm exports to Peru will also become duty free immediately. 
Enhanced access to services markets and greater protection of intellectual property right (IPR) are also 
contained within the Agreement.  A U.S. International Trade Commission study estimated that annual 
American exports to Peru will be $1.1 billion higher as a result of the FTA.  Other issues to consider are 
the workers’ benefits, payroll and withholding taxes, municipal operating permits and general labor laws.   
 
CONTACTS 
CAMARA PERUANA DE FRANQUICIAS 
Av. José Pardo 138, piso 8 - Miraflores - Lima – Perú 
Phone: (511) 446-5983 
Fax :  (511) 2413-3333 


 
The U.S. Commercial Service in Lima, Peru can be contacted via e-mail at: Flora.Muroi@mail.doc.gov; Phone: 
(511) 434-3040; Fax: (511) 434-3041 or visit the website: www.BuyUSA.gov/peru 
 
The U.S. Commercial Service — Your Global Business Partner 
 


With its network of offices across the United States and in more than 80 countries, the U.S. Commercial Service of 
the U.S. Department of Commerce utilizes its global presence and international marketing expertise to help U.S. 
companies sell their products and services worldwide.  Locate the U.S. Commercial Service trade specialist in the 
U.S. nearest you by visiting http://www.export.gov/eac. 
 
Comments and Suggestions: We welcome your comments and suggestions regarding this market research. 
You can e-mail us your comments/suggestions to: Customer.Care@mail.doc.gov.  Please include the name of 
the applicable market research in your e-mail.  We greatly appreciate your feedback. 
   
Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every 
effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the 
accuracy or completeness of information in this or any other United States government document. Readers are advised to 
independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal 
advice. 
 
International copyright, U.S. Department of Commerce, 2008. All rights reserved outside of the United States. 
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Summary


During 2006, the franchise industry in Ecuador generated sales of more than US$890 million.  This estimate 
represents approximately an 11% increase compared to 2005, as franchise revenue continues to grow faster than 
the GDP (2006: 4.3%), not only in terms of sales but also in the number of units.  In 2006, franchises employed 
more than 12,700 people.  This increase has been possible by the development of new stores and specialized 
clothing and tailoring services, as well as in the fast food/restaurant sector.  These dynamics prove the 
effectiveness of the franchise system as a formula for business growth.  For the next two years, the franchise 
sector is expected to grow by at least 3% percent. 


U.S. franchises have an estimated 51% market share.  Main competitors include franchises from Colombia, 
Argentina, Venezuela, Spain and Switzerland.


Market Demand


Regardless of the uncertainty caused by the recent presidential elections and transition process, franchises closed 
2006 with an increase in sales and in the number of points of sale.  Consumer confidence and the credibility in the 
financial sector reached unexpected levels during the final months of 2006.  


The franchise sector has shown constant growth over the past 6 years and it is hoped that in 2007 the industry will 
grow by an estimated 3%.  The dollarization of the economy, followed by the low inflation rates of recent years –
2.7%, 2.1% and 3.3% for 2004, 2005 and 2006, respectively – as well as the financing programs that the current 
administration is promoting to develop small and medium-sized businesses, offer a promising scenario for new 
franchises that wish to enter the Ecuadorian market.  Nevertheless, the current political situation has created an 
uncertain business environment, which has caused that may businesses delay expansion plans until the political 
landscape clears and stabilizes.  


Market Data


To date, there are estimated 168 registered franchises operating in Ecuador which generate the following 
statistics:  


                                                       Year
Share of Franchises 2005 2006 2007 (p)


Total Sales 800 890 917


% Domestic 112 134 147


% U.S. 400 454 477


% Other countries 288 303 293


(millions of USD)


Country or Region: Ecuador 


Report Title: Franchising Services


Nadya Ordonez
Date 05/2007
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                                                       Year
Share of Franchises 2005 2006 2007 (p)


Total Sales 100 100 100
% Domestic 14 15 16


% U.S. 50 51 52


% Other countries 36 34 32


(Percentages)


The services sub-sector has the largest share of the franchise industry in Ecuador, with 38%, followed by food and 
retail, representing 34% and 28%, respectively.  It should be noted that the upturn in the service sub-sector has a 
positive effect on the country, since it contributes to the economy just as it does in the most developed countries.   


The wide variety of companies that are currently using the franchise system as a recipe for expansion is a sign of 
the dynamic nature of the sector.  


SHARE OF THE FRANCHISE SYSTEM BY
SUB-SECTOR (2006)


34%


38%


28%


Food and dining


Services:Hotels, communications, training, automotive 
maintenance, body care, printing and copying.


Retail:Clothing and tailoring, 
specialized stores, dry-cleaner and 


laundry, furniture, and jewelry. 


Best Prospects


Following is a list of potential sub-sectors which are not fully exploited in Ecuador and which could be important 
market niches for U.S. franchises.


• Specialized Services / Elderly care
• Home tutoring
• Environmental services
• Children’s clothing
• Recycling
• Electric and decoration material 
• Network games
• Telecommunications (Voice, Data, IP)
• Fashion for future mothers (maternity wear)
• Health care
• Hair salons
• Stationery stores
• Vet centers and kennels
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• Dress alterations
• Ticket sales for shows and events
• Cafeterias
• Plumbing and property cleaning services 
• Early stimulation and education
• Entertainment and Leisure (adult)
• Repair and restoration services 
• Gyms


Key Suppliers


The United States has the largest market share with 51%, followed by Ecuador, Colombia, Argentina, Venezuela, 
Spain and Switzerland, among others.  According to recent studies, of the 100 brands, which have the highest
impact among Ecuadorian consumers, U.S. brands are without a doubt the market leaders in terms of franchises, 
including leading brands like KFC, McDonald’s, Pizza Hut, Burger King, Coca Cola, Martinizing, J.W.Marriott, and 
others.  This fact confirms the interest of investors and consumers in U.S. concepts. 


Among the main Ecuadorian franchises are brands like Sake Restaurants, Pañaleras Pototin, OpenMart, Disensa, 
Andinatel, Movistar, Porta, Alegro PCS, Pinto, D & Bond, Docucentros Xerox, Expocolor, La Canoa and Yogurt 
Persa.  With regard to local chains, we have brands with a high level of recognition such as Fybeca (pharmacies), 
Sana Sana (pharmacies), Pollos Gus (fast food), Hamburguesas Caravana (fast food), Comandato and Japon 
(appliance stores), which could become industry leaders if they implement franchising as a business expansion 
format.  


To date, 168 franchises are registered of which 15% are domestic and 85% foreign, as indicated in the following 
graph:


NATIONAL VS. INTERNATIONAL FRANCHISES


15%


85%


National


International


Of the international franchises, the largest share (51%) is from the U.S., followed by Colombian franchises at a 
distant second.  
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The majority of casual dining/fast food franchises are conveniently located in commercial zones, often operating in 
main shopping centers.  In Ecuador, there are approximately 35 major shopping malls, of which 6 are located in 
the capital (2 additional new shopping centers are currently being built).  Guayaquil is home to six major shopping 
centers, and Cuenca has one.


Prospective Buyers


As a result of the international franchise trade show Expofranchise & Conference 2005 held in Quito, it was 
evident that there was a significant preference among the visiting public (approximately 4,000 visitors were 
registered during the two day event) for acquiring international franchises (80%), which is logical given the 
relatively small number of local franchises in the market.  In studying the capacity for investment of the potential 
franchisees, it was concluded that 88% have the ability to invest a maximum of US$50,000, which implies that 
they would need to find partners or obtain financing to develop more expensive franchises.


15%


48%
25%


8%


3%


1%


0%


0% 10% 20% 30% 40% 50%


Less of US$10


US$10 - 25


US$25 - 50


US$50 - 100


US$100 - 500


US$500 - 1.000


More of US$ 1.000


What amount are you able to invest?
(thousands of USD)


The prospective franchisees generally fall into one of the following categories:


• Business people who are looking to diversify their investment portfolio. 
• Business people who are seeking low-risk investment opportunities (like franchises) to be operated by 


close relatives (wife / children). 
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• Entrepreneurs who are working for someone else and are looking to create their own retirement plan 
or run their own business. Despite the fact that they generally lack the necessary capital and in most 
cases don’t even own any property, they are capable of joining forces to operate their own business.


Potential franchisee candidates consider the following factors when evaluating a franchise business 
opportunity: 


• Personal likes and preferences for a certain type of business
• Brand recognition
• Training and support offered to franchisees
• A period of time needed to recover the initial investment of no more than two years


Market Entry 


Upon entering the Ecuadorian market, industry sources suggest that U.S. franchises consider the following 
recommendations:


1. Hire consultants specialized in franchises with a proven track record.  It is crucial to obtain references 
from clients and/or associations to which the consultant belongs, both within the country and 
internationally. 


2. Inform the major American chambers and other chambers of commerce/industries of the search for 
potential franchisees. 


3. Disseminate basic information on the franchise to the Ecuadorian Association of Franchisees 
(www.asofranquicias.com). 


4. It is important to consider as a first step to grant an individual franchise with the option of becoming a 
master franchise in order to more thoroughly and quickly develop the brand. 


5. It is recommended that the prospects who have been evaluated and qualified be asked for a deposit 
as a sign of their interests, to be deducted from the franchise fee, in order to verify their seriousness 
and to enhance the effectiveness of the selection process. 


6. Finally, for the signing of the franchise contract, it is important to have the support of a local law firm, 
which specializes in franchise agreements.


Market Issues & Obstacles


In Ecuador, there are no specific regulations for franchises.  Nevertheless, U.S. franchisors are recommended to 
adjust the contents of their contracts to local legislation so as not to violate any provisions of the Civil Code, 
Merchant Laws or the Consumer Defense Act.  


The franchise is basically structured through the grant of a brand usage and technical knowledge transfer license, 
therefore it is important that the U.S. franchisor registers the franchise trademark / brand with the proper authority 
which is the Ecuadorian Intellectual Property Institute (Instituto Ecuatoriano de Propiedad Intelectual), www.iepi.ec 
before beginning the search for a franchisee within the country, in order to avoid falling into possible legal 
violations due to a lack of a registry which certifies the franchisor as the owner of the brand in the country.  It is 
also recommended to register the franchise agreement with the same government organization. 


Finally, U.S. franchisor firms should take into account the tax withholding percentage of 25% for funds transferred 
abroad which will apply to the franchisee (income tax withholding at source required by the Government of 
Ecuador, www.sri.gov.ec) in all payments that the franchisee makes.


Trade Events


Expofranchise & Conference
September 26-27, 2007
Quito, D.M. - Ecuador
JW Marriott Hotel
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For more information please contact:
Front Consulting Group
(593 2) 256 72 63 Phone
info@asofranquicias.com


Resources & Key Contacts 


Government Agencies


INSTITUTO ECUATORIANO DE PROPIEDAD INTELECTUAL (IEPI)
Av. República 396 y Diego de Almagro
Edificio Forum 300, Piso 1
(593 2) 250 80 00
www.iepi.ec
Quito, Ecuador
(Ecuadorian Intellectual Property Institute)


SUPERINTENDENCIA DE COMPAÑIAS
Calle Roca 660 y Amazonas
(593-2) 2-553505 / 2-553879 / 2-529960
www.supercias.gov.ec
Quito, Ecuador
(Superintendence of Companies)


SERVICIO DE RENTAS INTERNAS (SRI)
Calle Páez 655 y Ramírez Dávalos
(593-2) 290 93 33 
www.sri.gov.ec
Quito, Ecuador
(Ecuadorian Internal Revenue Service)


Associations, Chambers of Commerce, and Other Organizations 


ASOCIACIÓN ECUATORIANA DE FRANQUICIADORES (AEDEF)
Diego de Almagro 2033 y Whymper
Edificio Torres Whymper, Oficina 502
(593 2) 256 72 63 / (593 2) 252 68 46
info@asofranquicias.com
www.asofranquicias.com
Quito, Ecuador
(Association of Ecuadorian Franchisors)


CAMARA DE COMERCIO DE QUITO
Av. Amazonas y República
Edificio Las Cámaras 
(593-2) 2443-787. Telefax: (593-2) 2435-862 
1800 227-227 
ccq@ccq.org.ec
www.ccq.org.ec
Quito, Ecuador
(Chamber of Commerce of Quito)



http://www.ccq.org.ec/

mailto:ccq@ccq.org.ec

http://www.asofranquicias.com/

mailto:info@asofranquicias.com

http://www.sri.gov.ec/

http://www.supercias.gov.ec/

http://www.iepi.ec/

mailto:info@asofranquicias.com
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CAMARA DE COMERCIO DE GUAYAQUIL
Av. Francisco de Orellana y VIctor H. Sicouret 
Edif. Centro Empresarial "Las Cámaras" 2do. Piso 
Cdla. Kennedy Norte 
(593-4) 268-2771
info@lacamara.org
www.lacamara.org
Guayaquil, Ecuador 
(Chamber of Commerce of Guayaquil)


FRONT CONSULTING GROUP  
Diego de Almagro 2033 y Whymper
Edificio Torres Whymper, Oficina 502
(593 2) 256 72 63 / (593 2) 252 68 46
franchise@frontconsulting-ec.com
www.frontconsulting.com
Quito, Ecuador
(Franchise consultants)


For More Information


The U.S. Commercial Service in [Insert CS Office (CITY/COUNTRY)] can be contacted via e-mail at: [Insert 
AUTHOR'S Email Address]; Phone: [Insert Office Phone Number]; Fax: [Insert Office Fax Number] or visit our 
website: www.buyusa.gov/your_office. 


The U.S. Commercial Service — Your Global Business Partner


With its network of offices across the United States and in more than 80 countries, the U.S. Commercial Service of 
the U.S. Department of Commerce utilizes its global presence and international marketing expertise to help U.S. 
companies sell their products and services worldwide.  Locate the U.S. Commercial Service trade specialist in the 
U.S. nearest you by visiting http://www.export.gov/.


Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every 
effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the 
accuracy or completeness of information in this or any other United States government document. Readers are advised to 
independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal 
advice.


International copyright, U.S. Department of Commerce, 2006. All rights reserved outside of the United States.



http://www.export.gov/

http://www.buyusa.gov/your_office

http://www.frontconsulting.com/

mailto:franchise@frontconsulting-ec.com

http://www.lacamara.org/

mailto:info@lacamara.org
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Summary 
 
In 2007, franchise concepts in Chile amounted to approximately 116, from 113 in 2006, with a 12% 
growth in the total number of stores, vis-à-vis 2006.  This industry sector currently provides 25,000 direct 
jobs and its annual sales for 2008 is estimated at US$ 570 million. 
 
Market Demand 
 


 In the late 80’s, McDonald, Pizza Hut, and Kentucky Fried Chicken were the first U.S. 
franchises to arrive in Chile.  Since then, the franchise market has actively expanded in 
the fast-food industry, restaurants, vehicle rental, services, education, and others. 


   
 Franchise companies operating in Chile are subject to local trade laws, as there is no 


specific legislation for this industry.  Royalties and fees have a withholding tax ranging 
from 15% to 35%.  Sales within Chile are subject to a value-added tax (VAT or “IVA”) of 
19%, and products imported from foreign countries are also subject to VAT. 


 
 Of the 116 franchise businesses presently operating in Chile, 33% are from the United 


States, 24% are local concepts, 10% are from Argentina, 5% are from Spain, 3% are 
from France and Brazil each.  In addition, there are others from Australia, Canada, 
England, Germany, Italy, Japan, Mexico, Peru, Sweden, Uruguay, and Venezuela. 


 
 This sector first developed thanks to foreign franchises and locally-developed franchises 


followed soon afterwards; however, trends indicate that more foreign concepts, and less 
local franchises, are being developed. 


 
 U.S. franchise companies are encouraged to register their trademarks as soon as there is 


an interest in the Chilean market, since trademark/brand stockpiling is rather common in 
this market. 


 
U.S. Franchises Operating in Chile include: 
 


Applebee’s Alamo Rent a Car Avis Benihana 
Berlitz Best Western Burger King Coverall 
Curves Domino’s Pizza Dunkin Donuts Friday’s 


Gymboree H2O Plus Haagen Dazs Holiday Inn Express 
Kentucky Fried Chicken Manpower McDonald’s Petland 


Mr. Pretzel Pizza Hut Polo Re/Max 
Rockford Ruby Tuesday Sbarro Sir Speedy 
Subway Taco Bell The Crepe Café Tony Romas 


 
Source: Mercado de las Franquicias de Chile 2007 
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Market Data 
  


 
Source: Mercado de las Franquicias de Chile 2007 


 
 
In Chile, the sub-sectors with higher franchise businesses are fast-food (14%), clothing (14%), 
restaurants (7.8%), vehicle rental (7.8%), beauty centers (4.3%), cosmetics (3.4%), language training 
(3.4%), pizzerias (3.4%), coffee shops (2.6%), apparel (2.6%), real estate (2.6%), pharmacies (1.7%), 
and various others (34.5%). 
 
The sizeable presence of fast food/restaurant franchises is partially due to the proliferation of shopping 
malls with recreational areas that include food courts and movie theaters.  
 
 


 


Franchises by Country
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Source: Mercado de las Franquicias de Chile 2007 


 


Franchises by Sub-Sectors
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U.S franchises have a high level of 
development and expertise that, 
per se, explains its dominance in 
the Chilean market.  Also, the U.S. 
franchises’ massive marketing 
campaigns position their brands 
internationally, making U.S. 
trademarks well-known and highly 
regarded.  Marketing positioning, 
stirs the enthusiasm of local 
consumers and local investors are 
highly interested in bringing U.S. 
concepts.  However, given the 
market size and Chilean 
idiosyncrasy, U.S franchisors will 
only be successful in entering this 
market if they are willing to adjust 
their stringent requirements.  For 
example, since half of the  
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Franchises by Industry
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 Source: Mercado de las Franquicias de Chile 2007 
 
Best Prospects 
 
According to the latest Franchise Market Study from “Universidad de Chile”, the local franchise market is 
still in its initial stage compared to Brazil and Argentina.  In order to stimulate its growth, Chilean key 
economic players should support this business model through seminars, press releases, and massive 
advertisement to highlight the benefits of bringing into the market high-quality international brands, with 
experienced know-how, and proven record of success.  At present, untapped franchising opportunities 
may be found in the following areas: 
 


 Full-service restaurants 
 Amusement parks 
 Automotive services 
 Repair and rental services 
 Cleaning services (home and industrial) 
 Real estate business 
 Hotels/motels 
 Services for elderly people 
 Home services 


 
Key Suppliers   
 


 U.S. franchise operations currently represent 33% of the total franchise market in Chile. 
 U.S. businesses are well considered in Chile; therefore, U.S. franchisors have good 


opportunities to exploit this market if the investor’s qualifications may be adjusted to take 
into consideration Chilean investor’s financial conservative style. For example, a typical 
master franchisee will open the first store and evaluate whether it proved to be a   
promising business. The Chilean investor will look into opening a second or third store 
only after the endeavor is successful at first.    


 


country’s population live in the 
capital, U.S. franchises are likely to 
launch in Santiago first.  Later on, 
the master franchisee will consider 
expanding, both in terms of numbers 
and geographically. 
 
In sum, the franchise industry is 
concentrated in five principal 
sectors: fast-food, clothing, 
restaurant, vehicle rental, and 
beauty center.  The fast-food and 
restaurant sectors represent over 
21.8% of the franchise market. 
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Prospective Buyers 
  
Potential Chilean investors are generally found among: a) professionals and executives interested in 
finding an additional business to their current professional activities, b) relatively young businesspeople 
wishing to invest in their own business by means of a severance pay, and c) young entrepreneurs that 
wish to start their own business or create a partnership through a loan from a financial institution.  Since 
local investors require extensive due diligence, the Commercial Service in Santiago recommends market 
entry strategies indicated in the Market Entry section below.  
 
Market Entry 
 
U.S. franchising companies wishing to enter the Chilean market through CS Santiago’s fee-for-service 
program may either contact our office directly or contact the nearest U.S. Export Assistance Center of the 
U.S. Department of Commerce and request a Gold Key Service.  In addition to this service, CS Santiago 
recommends advertising new opportunities in local newspapers in order to reach out to potential parties 
countrywide.  Valuable paid advertisement venues include local newspapers and the Santiago Chamber 
of Commerce magazine.  Additionally, CS Santiago may post information on new franchise opportunities 
in its website (www.buyusa.gov/chile).   
 
Market Issues and Obstacles 
 
Chile has very few barriers to imports and/or investment and foreign firms enjoy the same protections, 
and operate under the same conditions as local firms.  As a result of the U.S. – Chile Free Trade 
Agreement, in place since January 2004, 98% of U.S. imported products enter Chile duty free and the 
remaining 2% is to phased out by 2015. 
 
The overall success of the first franchises in Chile led some prosperous local companies to franchise their 
own concepts with mixed results.  Even though Chile has an ideal geography for sub-franchising, the 
basic benefits of franchising are not well-understood outside the capital, Santiago.  Consequently, 
companies that offer a master franchise with the prospect of sub-franchising most or all of their units, 
must be aware that sub-franchising outside the city of Santiago remains a challenge.  Additionally, we 
recommend that U.S. concepts interested in entering the Chilean market, adjust the investor’s ideal 
profile to the local environment, which may exhibit a relatively slower business pace.  
 
Trade Events 
 
The latest version of ExpoFranquicias was held in Santiago, in April 2005, and had very limited success.  
For the time being, there is no local trade show for this industry. 
  
Resource & Key Contacts 
 
Cámara de Franquicias de Chile (Chilean Franchise Chamber), www.camaradefranquicias.cl 
Francorp Chile S.A., www.francorp.cl 
Barbadillo y Asociados,  www.quefranquicia.cl 
Cámara de Comercio de Santiago (Santiago Chamber of Commerce), www.ccs.cl 
Post Graduate School of Economics, University of Chile, www.postgradouchile.cl 
 
For more information 
 
The U.S. Commercial Service in Santiago, Chile, may be contacted via e-mail at: 
marcela.cintron@mail.doc.gov  Phone:  (56-2) 330-3402; Fax:  (56-2) 330-3172 or visit our website:  
www.buyusa.gov/chile 
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The U.S. Commercial Service – Your Global Business Partner 
 
With its network of offices across the United States and in more than 80 countries, the U.S. Commercial 
Service of the U.S. Department of Commerce utilizes its global presence and international marketing 
expertise to help U.S. companies sell their products and services worldwide.  Locate the U.S. Commercial 
Service trade specialist in the U.S. nearest you by visiting www.export.gov. 
 
 
Disclaimer:  The information provided in this report is intended to be of assistance to U.S. exporters.  While we make every effort to 
ensure its accuracy, neither the Untied States government nor any of its employees make any representation as to the accuracy or 
completeness of information in this or any other United States government document.  Readers are advised to independently verify 
any information prior to reliance thereon.  The information provided in this report does not constitute legal advise. 
 
International copyright, U.S. Department of Commerce, 2006.  All rights reserved outside of the United States. 
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Summary 
 
Franchising is slowly gaining importance in Colombia as a marketing system. The 
Colombian market, which encourages foreign investment and international trade, offers 
good business opportunities for U.S. companies in the franchising sector. 
 
Relationships between franchisers and franchisees are regulated by the terms of freely 
negotiated contracts, provided that they are consistent with the Colombian Commercial 
Code and the applicable legal framework. Emphasis is given to the clear description of 
the parties’ mutual rights and responsibilities. Competent legal advice is essential during 
all steps of a franchising negotiation. 
 
In 2007, there were approximately 365 franchises in Colombia, of which 55.8 percent are 
Colombian franchises and 44.2 percent are international firms. U.S. franchises currently 
represent an estimated 45 percent of the total foreign-origin franchise market in Colombia, 
followed by Italy, Argentina, Spain, and France.  
 
Colombian and foreign franchising companies generate approximately 65,000 jobs yearly, 
through approximately 12,000 outlets. 
 
Contact information: 
Rebeca Rueda 
Tel. + 57 1 383-2703 
E-mail: rebeca.rueda@mail.doc.gov 
 


The U.S. Commercial Service — Your Global Business Partner 
With its network of offices across the United States and in more than 80 countries, the U.S. Commercial Service of 
the U.S. Department of Commerce utilizes its global presence and international marketing expertise to help U.S. 
companies sell their products and services worldwide.  Locate the U.S. Commercial Service trade specialist in the 
U.S. nearest you by visiting http://www.export.gov/eac. 
 
Comments and Suggestions: We welcome your comments and suggestions regarding this market research. 
You can e-mail us your comments/suggestions to: Customer.Care@mail.doc.gov.  Please include the name of the 
applicable market research in your e-mail.  We greatly appreciate your feedback. 
   
Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every 
effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the 
accuracy or completeness of information in this or any other United States government document. Readers are advised to 
independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal 
advice. 
 
International copyright, U.S. Department of Commerce, 2007. All rights reserved outside of the United States. 
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Summary 
 
The Franchising sector in Panama offers excellent opportunities for U.S. franchisors as the 
country is highly receptive to U.S. franchise concepts and the economy is showing excellent and 
consistent growth.  
 
Foreign franchises are dominant, with 95 percent of the total number of franchises in the 
country.  . The U.S. is the market leader but competition is increasing from other countries such 
as Colombia, Guatemala, El Salvador, and some European countries.  
 
Competitive prices; product quality; and strong promotion are the main factors determining 
successful market penetration. 
 
There are no major restrictions for franchise operations in Panama.  
 
The U.S. Dollar as legal tender and there is a well-developed banking systems, which facilitates 
business transactions. Most banks are familiar with the franchise business.  
 
Market Overview 
 
Panama's economy has been historically dependent on its services sector, which represents 
approximately 75 percent of GDP.  Services include the Panama Canal, container port activities, 
flagship registry, banking, insurance, government, and the Colon Free Zone.  
 
Panama has a population of 3.1 million, of which almost 1.5 million (38%) live in the greater 
Panama City (Panama, San Miguelito, Arraiján, Chorrera and Balboa). Other major cities are 
Colon, David, Chitre and Santiago. Panama has the highest per capita income in Central 
America (about $4,500 per year). 
 
The Panamanian economy grew at a rate of over eight percent in 2006, the fastest rate in Latin 
America, and is forecasted to grow at the same rate in 2007. This strong growth is expected to 
continue as a result of a number of major projects, including the expansion of the Panama 
Canal; construction of tourism facilities and residences for foreign retirees; power generation 
facilities; ports, and a 7-9 billion dollar refinery.  
 
Overview of the Franchise Sector 
 
Ever since the first franchises were established in Panama, food-oriented franchises dominated 
the market, led by  McDonald’s and other well-known brands such as KFC, Wendy’s, Friday’s, 
and Subway. Today, the market is continuing a diversification trend with new franchises 
entering the market in different sectors such as house cleaning, security services, beauty 
services, flower arrangements, mail, and packaging services. 
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A number of factors have influenced the development of the franchise sector in Panama, 
including the construction of large shopping malls in the capital and in other important cities in 
the country; the fast growth of the economy; and the presence of a relatively large middle class 
with strong demand for sophisticated goods and services. Franchise development has been led 
by U.S., Colombian, Central American and Panamanian concepts. 
 
For historical reasons, Panamanians are receptive to U.S. culture and American business. U.S. 
franchises are well regarded and accepted in Panama. Many Panamanian have traveled to the 
U.S. and are familiar with U.S. franchises concepts. 
 
There are no reliable figures on the franchise sector.  Industry sources estimate that there are 
now more than 50 franchisors, accounting for over 500 outlets at the end of 2006.  The market 
is growing at an annual rate of about 15 percent per year.  
 
Foreign franchises dominate the local market with 95 percent of the total number of franchises 
in the country.  The rest are local franchises, mainly in the food sector. The U.S. is still leading 
the sector, but Colombian, Central American, and European franchises have also been 
established successfully.  It is estimated that the U.S. has over 70 percent of the foreign 
franchise business. 
 
Approximately ninety percent of foreign franchises are found in the Metropolitan area of 
Panama City. The rest are located in the cities of David (in Western Panama), Colon (on the 
northern coast), and Santiago (in Central Panama). The franchises operating outside the 
Metropolitan area are mostly in the fast food business.  
 
Major competitive factors for a successful market entry are: innovative products; competitive 
prices; product quality; and strong promotion and positioning of branding. Other important 
considerations are: Promotion in mass market events; newspaper, radio and TV advertising; 
and billboard advertising. 
 
Legal Issues 
 
Since there are no special franchising laws in Panama, franchising companies are subject to the 
same commercial laws as any other company doing business in the country. Contracts can 
include an arbitration clause which is recommended to avoid the cost and delays of utilizing the 
local court system. The Panamanian arbitration tribunal is managed by the local Chamber of 
Commerce, Industry and Agriculture. 
 
Protection of intellectual property is relatively efficient and provides a stable climate for foreign 
investment.  The law of Intellectual Property was passed in 1996 and has been enforced with 
relative success.  
 
In 1996 the Government of Panama passed Law No. 29, dealing with competitive practices and 
other issues. The law included the creation of a Commission of Free Competition and 
Consumer Issues (acronym in Spanish: CLICAC) and established courts to deal with consumer 
issues.  Both the Court and CLICAC are responsible for resolving individual or collective claims 
resulting from the applications of the above mentioned law in aspects related to monopolies, 
consumer protection, unethical practices, trademark protection, representation and distribution, 
etc. 
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Barriers to Entry 
 
There are no major restrictions for engaging in franchise operations in Panama.  
 
A positive factor for franchise success in Panama is the use of the U.S. Dollar as legal tender, 
and the presence of a well-developed banking systems, which facilitates financing, payment of 
royalties and importation of products. Most banks are familiar with the franchise business. 
Typically, franchise operators are well-connected businesspersons and have well-established 
relationships with banks. 
 
The ratification of the recently concluded Trade Promotion Agreement negotiations between 
Panama and the United States will provide support for U.S. investment.  Panamas has 
concluded Free Trade Agreements with Taiwan and Singapore and there are current 
negotiations with Chile and Central America. 
 
Tax Implications for Royalty Payments 
 
The Panamanian law establishes a 30% withholding tax on 50% of the royalty payments. This 
rate is equivalent to a flat rate of 15% of the royalty payment. The franchisee is responsible for 
withholding this tax for payment to the government revenue office. 
 
Contacts for the Franchise Sector in Panama 
 
Robert O. Jones, Jr. 
Senior Commercial Officer 
Phone: 507-207-7388 
E-mail: Robert.o.jones@mail.doc.gov 
 
J. Enrique Tellez 
Industry Sector Specialist - Franchising 
Phone: 507-207-7080 
E-mail: enrique.tellez@mail.doc.gov 
 


The U.S. Commercial Service — Your Global Business Partner 
 
With its network of offices across the United States and in more than 80 countries, the U.S. Commercial 
Service of the U.S. Department of Commerce utilizes its global presence and international marketing 
expertise to help U.S. companies sell their products and services worldwide.  Locate the U.S. 
Commercial Service trade specialist in the U.S. nearest you by visiting http://www.export.gov/eac. 
 
Comments and Suggestions: We welcome your comments and suggestions regarding this market 
research. You can e-mail us your comments/suggestions to: Customer.Care@mail.doc.gov.  Please 
include the name of the applicable market research in your e-mail.  We greatly appreciate your 
feedback. 
   
Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every 
effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the 
accuracy or completeness of information in this or any other United States government document. Readers are advised to 
independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal 
advice. 
 
International copyright, U.S. Department of Commerce, 2007. All rights reserved outside of the United States. 
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