


BK’s global expansion proven turbulent at times

Doughty asserts that the com-
pany is doing more due diligence
with prospective business part-
ners than in the past. Burger
King has had mixed-results
overseas:

B In Poland, in early 1997, the
company settled a two year civil
law suit with its Miami Beach-
based franchisee. According to
public filings, the franchisee
sought $22 million in damages
caused by parent-company
neglect while the Burger King
sought to terminate the fran-
chisee based on its pattern of
losses.

B In Europe and the Middle
East, the company fought with
franchisees who said the parent
company failed because of
inflated sales projections, a lack
of support in marketing and
advertising, improper pricing of
product supplies and territory
encroachment, according to pub-
lic filings and press accounts.

M In Portugal, Burger King said
it left because franchisees failed
to fulfill the contract terms.

But Jorge Morgado, head of
the Portuguese franchise group,
rejected that, telling the
Portugal-based Diario de
Noticias, “This is a good example
of how multinational groups
abuse local companies in the
countries they establish them-
selves.”

Where's the infrastructure?

Burger King has prematurely
launched its brand into countries
without first setting up the nec-

essary infrastructure to support
the new restaurants, said Robert
Zarco, a Miami franchise rights
attorney.

“Then they are leavingit to the
franchisees to an attempt to
develop the brand on their own
with little or no assistance from
Burger King. It's the same old
story,” said the attorney, who has
represented franchisees in
Europe and the Middle East.

In France, the exposure was
too small and the company
exited because profits were poor,
Doughty said. “There were a lot
of things going on, and we had
multiple franchisees, not just
one.”

In Portugal, the franchisee
was eroding the quality of the
brand, and not meeting its com-
mitments, so ties were cut,
Doughty said.

Doughty credits CEO Dennis
Malamatinas for reshaping the
company’s global business plan.

“Grand Met appointed him
because of his global marketing
expertise running Smirnoff
Vodka and Pepsi,” he said. “He
understands the power of being
a global brand that looks and
feels the same wherever you
are.
Under the Diageo conglomer-
ate, there is much more sharing

of resources between brands.
That was unheard of before last
year’s $41 billion merger of
Grand Met plc and Guiness plc.

That’s led the company toiden-
tify promising prospective fran-
chisees in Latin America

through its United Distillers and
Vintners business unit, Doughty
said. “We’re much more attuned
to working together as sister
companies and sharing ser-
vices.”

More company stores

The company is boosting the
numbers of company stores after
divesting to franchisees as many
as 93 percent of its 10,000 stores.
Doughty said the company
wants to bump the ratio back to
15 percent.

“We need to provide leadership
in the system,” he said.

But franchisee lawyer Zarco
said the company is being
unfairly selective in its transi-
tion to more company owned
stores because it’s establishing
the majority of them in the most
profitable regions, leaving fran-
chisees totackle the weaker mar-
kets, he said.

Doughty said he saw it as a
way to lead by example. “We
have to demonstrate that we
know how to run a good restau-
rant, maintain brand standards,
and make it happen.”



