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Note from the Editor
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Editor

Franchising, like many business models,
involves dealing with people. And we all know
that in franchising, the relationship between
the franchisor and the franchisee is extremely
important because a failed relationship can
amplify matters which otherwise could have
been easily resolved. Which brings me to the
subject of ‘respect’.

Treating others with respect reflects one’s
good internal values which were cultivated,
because respect is based on the full
affirmation of another person’s personality
and worth/status. So those who ignore or even
rubbish the need to respect others will come
across as extremely selfish; it will be difficult
to predict or comprehend such people’s actions
(and what behaviour they will exhibit) because
of their kind of stubborn mindset.

Courtesy is an external expression of respect
and should be a minimum requirement for
human interaction. In fact, real respect
should mean equal treatment of others.
Mouthing flattery to the strong and uttering
superficial pity for the weak are somewhat
overly utilitarian and reek of selfish desires,
which definitely cannot be considered or even
perceived by the wise as genuine respect.

Freedom is generally considered the highest
level of happiness, and the purpose of respect
is ultimately to set yourself and others

free. Therefore, all parties must grasp the
importance of interpersonal communication,
especially when it comes to controlling their
desire to interfere without being invited to

do so. The secret to achieving mutual respect
is to seek common ground while agreeing to
disagree when there are differences.

China’s famous author Lu Xun said: "Tused
to think that others respected me because I
was distinguished, and then I subsequently

Albert Kong ;Ti# 3%

realized that others respected me because they
themselves were more distinguished/well-
mannered for taking the first step to show me
respect. They didn’t need to.”

Yes, respecting others is actually showing
respect to ourselves!

In many of my presentations, I often said that
when you take away the letter T’ from the word
‘friend’, you end up having a ‘fiend’—because
the ‘T’ stands for relationship.
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Asiawide Franchise Consultants Pte Ltd’s website has a new look. Do visit us at www.asiawidefranchise.com.sg
or scan the QR code on this page.
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Paloe, your pariner in digitization

ince 2015, Paloe has emerged
as one of Singapore’s more
distinguished companies
specialising in CFO (Chief
Financial Officer) advisory
and services. Pioneering the CFO-as-
a-service movement, Paloe has been
providing a comprehensive suite of
services ranging from finance outsourcing
to business valuation.

Under the leadership of Chief Technology
Officer (CTO) Mr. Chin Han Sheng, Paloe
has spearheaded technology development
to the next level with the provision of
digitalization solutionsi.e. enabling
clients to seamlessly transform their
businesses from a traditional mode to one
that leverages digital technology.

Through this strategy, Paloe has grown
rapidly, from a finance-related firm
providing basic services to an all-
encompassing business-advisory and
strategic advisory enterprise.
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The world we live in today is not nearly
the same as the one a decade ago
Technology has advanced at such a rapid
rate that it has become a necessary part
of our daily lives. Today, companies

that do not embrace the digital era of
business risk being left behind. Even
older, established companies need

to incorporate technology into their
business model and processes or face the
possibility of being overtaken by newer,
more agile and innovative competitors.

A Digital Solution - Franchise
Management System

An apt example of a digital solution is the
Asiawide Digital Advantage or ADA for
short.

ADA was developed and co-owned
between Asiawide Franchise Consultants
(AFC) and Paloe.

In a nutshell, ADA is a franchise
management system. It is a practical

and highly flexible digital platform that
enhances the business relationship
between Franchisors and Franchisees.
Essentially, Franchisors will use a
common platform to assist Franchisees
in the core work processes of onboarding,
communicating, performance of site
audits and the monitoring royalty fee

AT

collection. An additional feature is the
Franchisor’s capability to interface with
the Franchisee’s point of sales (POS) to
provide financial performance capabilities
for the stakeholders concerned.

ADA is the ideal solution to forging
stronger Franchisor-Franchisee
relationships through the adoption of

a digitized franchise system. With just
that single idea in mind, and in view of
the increasing importance of the use

of technology, the teams from AFC and
Paloe raced ahead to develop a full-
fledged, productivity-enhancing franchise
management system for the benefit of
clients whether they are franchisors,
franchisees or even chain store owners.

Digital Strategies - Transform or be
eliminated

What type of digital strategies can one
implement?

- Business Model Transformation

Many companies use digital technology
to transform traditional business models.
The aim is to completely redefine how
value is delivered to the customer.

One obvious example would be the
obsolescence of DVDs and the emergence
of streaming platforms such as Netflix
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and Disney Plus. Or how GRAB completely
changed the taxi industry.

- Business Process Transformation

The age of digital technologies is offering
businesses valuable new ways to reinvent
their processes, resulting in a more
efficient and effective customer experience.
Process transformation gives finite
activities—such as data and analytics—new
ways to retrieve and process information.
You also see companies implementing

new technologies such as robotic process
automation to streamline back-office
processes like accounting.

- Domain Transformation

Domain transformations are areas

of big opportunities, whereby new
technologies blur industry boundaries,
allowing one business to slide from one
area to another successfully. This area
offers tremendous value for businesses

to unlock new markets. One example is
Amazon (started as an online marketplace
for books), who remains one of the

largest cloud computing/infrastructure
service providers in the world. Formerly
dominated by big names such as Microsoft,
Amazon’s strong digital capabilities
allowed them to effortlessly enter this area.

- Cultural/ Organizational
Transformation

Having everyone on the same page and
looking forward towards the same goals is
key to a successful digital transformation.
Itis important that the business as a whole
recognizes that integrating technology
requires a completely new set of thinking,

skills and workflows. There’s a need

for testing and constant learning, and

a different outlook on decision making.
Rather than seeking one perfect solution,
digital transformation requires a near
constant experimentation to find solutions
that drive customer-centric value.

Innovation is the only constant

With the threat of the pandemic causing
much worry amongst F&B, education,
wellness/beauty, retail and other
franchises, digital transformation will

be the next step into value and growth
creation. By embracing the customer-
centric approach (over a product-centric
one), businesses can leverage technology
to cater to their customers’ evolving
needs. Technology brings in easier
access to automation and self-service for
customers, with some retailers even going
to the extent of going fully self-service
(contactless).

For those bosses that are committed

to transforming and adapting to an
increasingly challenging environment,
it is important to make sure the strategy

is truly transformational, and not just a
bundle of cost-cutting measures. It is wise
to take an active, experimental approach
to digital transformation, constantly
testing and innovating. As technology
changes and increases, industries will

be constantly changing. Disruptive
technology forces businesses to adopt or
be swept aside.

Conclusion

Paloe aims to be at the forefront of digital
transformation firms, going as far as to
create a vision (together with the client)
as well as restructuring the business
model to optimally adopt digital solutions.
There is no one-size-fits-all strategy

for any one company. On top of creating
avision, it takes constant planning,
collaboration and effective strategy.

With Paloe’s proprietary digital
transformation approach, you will be on
track to stay at the top of the competition.

For more information, please
contact Mr. Chin Han Sheng at
hansheng@paloe.com.sg
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Profit and Set up and Advertising and Comprehensive On-going consultation
loss account opening promotions franchise system with and performance
simulation support initiatives on-going upgrades monitoring

Coﬁfa&.hs-‘td: learn mi;_fe' 'é'b'ou_t' our franchise
D +601 6-526 6599 I myfranchise@oldtown.com.my

@ www.oldtown.com.my ﬁ OldTownWhiteCoffeeMalaysia
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“JOIN US ON THE BIGGEST & THE MOST
PRESTIGIOUS HYBRID BUSINESS
EVENT IN INDONESIA”
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IFRA 2021

INTERNATIONAL FRANCHISE,
LICENSE & BUSINESS CONCEPT
EXPO & CONFERENCE ™

E’EsiNDONESIA 12 - 14 November 2021
w) LICENSING OFFLINE Event at

=EXPO 2021
P S 12 - 30 November 2021

ONLINE Event at

www.ifra-virtualexpo.com

NEW NORMAL, NEW CONCEPT,
NEW LOOKS, NEW EXPERIENCES,
MORE OPPORTUNITIES

In Conjunction
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center Eauipment BUILD UP YOUR FRANCHISE BUSINESS TO ASIA'S BIGGEST MARKET

& GET MARKET UPDATE, TREND AND INTELLIGENCE TO GROW

Karaoke & - - . . INCREASE YOUR BRANCH
Entertaiment Fhamacy Property company Minmarket  servics. GROW YOUR OUTLETS MORE TO GLOBAL MARKET
<> IFRA AS A TRUSTED PLATFORM
Qﬁ @ \/ IFRA AS A TRUST PLATFORM TO OPENS UP A WORLD OF FRANCHISE &
A LICENSING POSSIBILITIES BEING THE RIGHT MARKETPLACE TO FIND
Delivery Business Media & ETC BUSINESS OPPORTUNITY
Services Opportunity

Further More Info Contact
* marketing.ifra@dyandra.com ( Ms.Michelle Olivy )

* raenita@dyandra.com ( Mrs. Raenita Pristiani Aktuariana ) REGISTER HERE

* rizky.mustiko@dyandra.com ( Mr. Rizky Mustiko ) TO GET YOUR
FREE ENTRANCE
TICKET

0 @ifra_expo

www.ifra-indonesia.com
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rands for Good is a non-profit organization with

athreefold purpose - firstly, helping “good”

brands differentiate themselves effectively and

create transformative value by their intangible
assets; secondly, making waves with ASEAN brands-for-
good stories so as to inspire the world; and thirdly, building a
global community of responsible and inclusive businesses.
Today, Brands for Good leads the community building efforts
with over 300 SMEs involved in positive impact enterprises,
across Singapore and Southeast Asia. To achieve this

purpose, it also organizes the annual Brands for Good award.

Mr Edwin Tong SC, Minister for Culture, Community and
Youth and Second Minister for Law, says: “Brands for Good
encourages transformative thinking that not only creates
value in the marketplace, but also benefits society. The
timely addition of the Leadership for Good award category
this year (2019) shows that with thoughtful leadership and

action, businesses and the community can grow together.”

Mr Alan Ng, Co-Chairman of Brands for Good and the
founding President of IPOS Society says: “T'he Brands for

Good philosophy underscores the particular importance of intellectual property

possessing the potential to ‘do good’. Intellectual Property, therefore, is not just an

economic asset but also an instrument to turn a brilliant idea or invention into a

means for the betterment of human life.”
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NOMINATIONS FOR 2021/2022 ARE NOW OPEN
Visit www.brandsforgood.asia/mominate for more information on Nominations / Brands for Good

or email Nominations@BrandsForGood.asia for a detailed discussion.
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B B CAFE SHOW PARIS

Cafe
SHen!

FANIE

A CUP OF THE

Cafe Show Paris, organized by EXPORUM, Opens its
Doors for the First Time from May 19, 2022, to May
21,2022 in Paris, France.

WHIEE2022F 58198 E2022F5A218 8 —R%E
ZEE2Porte de Versailles%7,

afe Show, the largest coffee exhibition in Asia with

20-year experience, expands show portfolio beyond

Asia to further international waters in Paris, France

to provide new opportunities for global coffee and
F&B industry professionals Cafe Show.
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Over 200 exhibitors and 20,000 visitors within the European
and international coffee and F&B sectors expected at the 1st
Paris International Cafe Show.

Cafe Show was first established in Seoul, Korea in 2002 as
the first exhibition in Asia that was specialized in the coffee
industry. Over the past two decades, the show has developed
to become a major world leading business event, bringing
together over 650 exhibitors, 3,000 brands and 150,000
visitors to network, build connections and learn new industry
knowledge.

Based on the expertise and insights gained from organizing
Cafe Show in Seoul, the event was successfully launched in
China and Vietnam in 2013 and 2016, respectively, and now
looks forward to opening a new paradigm across the ocean in
Paris, France in May 2022!
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From coffee, tea, bakery, desserts, spirits to other beverages

and drinks, ice-cream, organic products and more, Cafe Show
Paris is to present the world the with the latest products and
technological breakthroughs of the industries. In addition, Cafe
Show Paris will provide a variety of programs: World Coffee
Battle in Paris: the world’s first on/offline cross-over global
barista championship, World Coffee Leaders Forum: conference
during which global opinion leaders in coffee industry suggest
industry trend and vision, Cafe Talk: special show case sessions
where exhibitors launch new products, and Coffee Alley, a zone
dedicated to trendy cafes from all over the world.

Cafe Show Paris is expected to be an effective coffee business
platform for F&B companies all over the world. The show
organizer, EXPORUM, is preparing online and offline hybrid
programs and reinforced safety protocols for Cafe Show
Paris 2022 that will allow exhibitors and visitors to expand
their businesses safely and efficiently. Exhibitor registration
for Cafe Show Paris 2022 is now taking place online. More
information is available on Cafe Show Paris’ official website
<www.cafeshow.fr>.

Press Contacts

Cafe Show Paris Team

+82-2-6000-6673 | +82-2-6000-6717
info@cafeshow.fr / lucykim@exporum.com
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Franchising
frends in Asia

BIFEEREL

BV E

r. Rozenn PERRIGOT,
expert in franchising
& chains - Full

5 Professor - Graduate
School of Management (IAE

: Rennes) - University of Rennes

1, France, invited Albert Kong to

speak on “Franchising in Asia”
on 27th April 2021 morning (Paris time). Participants:
her part-time students in Master Franchising, Retail
& Service Chains who are working at various chain

headquarters in various industries.
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Close to 10 nations’
audience tuned in to listen
to experts share their views
on franchising at a webinar
organized by TopFranchise.
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Welcome Remarks

Mr Darius Lim

ﬁ i S Assistant CEQ, Singapore Business Federation
hmpa/greo.def SuperDuperFY ber

Il

total number of 156 participants from Singapore
and Japan took part in the business webinar entitled - l 7]“ E *u E I
“Accelerating Biz Internationalization through 4
Franchising & Licensing at 3pm on May 25th. ﬁ -u_ Im 'Lﬂ A
This exciting event was organized by the Singapore Business E
Federation, which is part of a series called FYIstival (a digital
business and networking movement created by the Singapore H258 N 3R, KEF KL
Business Federation) https://www.fyistival.com A6 SESNITIZH
. = o
Franchising & Licensing Association Singapore (FLA), Japan BIRTHEET I REIL

External Trade Organization (JETRO) and Japanese Chamber Prte” BIEWMBSHIIYR XA
of Commerce and Industry (JCCI) were the supporting B ANBE Z2BFNE T REKEES
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Accelerating Biz Intl through THWATICCh,
Franchising and Licensing
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== Indonesia Franchise Regulations

[

1. Introduction:

ndonesia’s strong cultural inclination towards consumerism, a
growing middle-class complemented by a young demographic,
has made this beautiful archipelago a very attractive destina-
tion for both foreign brands and concepts. It may also be postu-
lated that it is this very characteristic of Indonesian society that has
led to the safeguarding and bolstering of the economy in financial
crises. For example, despite the downward momentum caused by the
global pandemic, consumer sentiment remains relatively strong and
had contributed significantly to the country’s economic recovery.

From multinational household brands to homegrown concepts,
there have been a veritable spectrum of successes and failures in
which the reasons may lie in the structuring of the business model.
The term “franchising” can also be said to be bandied about with an
overly blasé disposition, which leads to an unsurprising impression
that franchising in Indonesia is somewhat straightforward. In cer-
tain cases, the structure deployed by foreign brands and concepts are
not via a franchise model per se, but that of licencing. As such, this
article shall look into each structure and what they entail, and pro-
vide a comparative analysis so that potential foreign investors may,
hopefully, be better informed in their commercial decision vis-a-vis
which structure to deploy in bringing their brands and concepts into
Indonesia.

2. Franchising in Indonesia:

Franchising in Indonesia is primarily regulated under Minister of
Trade Regulation No. 71 of Year 2019 (“MOT 71/2019”), wherein a
multitude of criteria requirements and administrative compliance
have to be met and adhered to prior to applying and obtaining a fran-
chise certificate (Surat Tanda Pendaftaran Waralaba, or “STPW”)
to operate in Indonesia, which will need to be obtained by both

the franchisor and the franchisee. Prior to the passing of the MOT
71/2019, franchise regulations in Indonesia comprised of a suite of
regulations, which shan’t be expatiated herein this article given that
the purpose of MOT 71/2019 was to assist in streamlining franchis-
ing regulations in Indonesia.

The general spirit of MOT 71/2019 is one of protectionism whilst
balancing the need to have Indonesian maintain enough attractive-
ness for foreign franchisers. Insofar as understanding the stance
of the Indonesian government would certainly assist in providing
some perspective, whereby an order or reasoning may be discerned
in the requirements and compliances, rather than simply viewing
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them as hindrances and cumbersome undertakings. Key changes
were brought about under MOT 71/2019, whereby the limitation
of'the validity period of the STPW were removed, along with other
restrictions such as the event of early termination and appointment
of a new franchisee, and the minimum requirement to utilse local-
ly-sourced materials. The finer points of MOT 71/2019 and shall be
assessed hereunder.

A good place to commence is to ascertain if the foreign franchisor
meets the requirements to deploy a franchise structure in Indonesia.
Article 2 of MOT 71/2019 provides an array of criteria to be met to
qualify as such, including without limitation evidence of a minimum
experience period of 5 (five) years, having formal standard of ser-
vices and goods for such services and goods offered, ability to provide
continuing support to the franchisee, profitability, registration of
intellectual property, and having franchising experience outside

of Indonesia. It is unmistakeable that such requirements imposed
by the Indonesian government is to ensure risk mitigation for local
franchisees with untested foreign brands. Certain schools of thought
may perceive such impositions as government intervention in a free
market enterprise, whilst others prefer to opine that ensuring the
best possible extent the probability of success can only contribute
towards the Indonesian economy and ergo in so doing, limits poten-
tial outcomes of major economic loss by the local franchisee, and
preventing the sometimes-inevitable eventuality of disputes.

Assuming that that the potential franchisor meets the aforemen-
tioned criteria, a franchise offering prospectus will then be required
to be prepared and circulated to potential franchisees prior to the
signing and execution of a franchise agreement. A franchise offering
prospectus shall contain certain information as prescribed under
Appendix I of MOT 71/2019, such as, inter alia, the legality of the
franchise business, the history of the business, and financial state-
ments. It is worth noting of the necessity for the franchise offering
prospectus to be legalised at the nearest Indonesian foreign mission
in the jurisdiction of the overseas franchisor. Meanwhile, Appendix
ITof MOT 71/2019 also explicitly stipulates the minimum content
requirement of a franchise agreement. As such, existing franchise
agreements (used outside of Indonesia) can be utilised but will
require adaptation to ensure compliance with Indonesian laws, in
particular but in no way limited to MOT

71/2019 and the Indonesian Civil Code (“ICC”). It is also worth
noting that it is not mandatory for the appointed franchisee to be a
100% local company, and may even be the wholly or partially foreign
owned investment company of the overseas franchisor.
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Naturally, in addition to the aforementioned requirements for the
Franchisor’s STPW and Franchisee’s STPW, the business will
also be required to comply with other applicable Indonesian law
in terms of business licence. For example, the relevant business
licences on the Online-Single-Submission (“OSS”) system by the
relevant Ministry (e.g. Ministry of Tourism for F&B sector) will
also need to be obtained by the franchisee.

Indonesian franchise regulation also allows for master area, unit
franchising, and sub-franchising, supporting by the underlying
transactional documents in addition to the minimum as hitherto
elucidated. These allows for greater flexibility in market
segmentation, for example, in addition to working with various
local franchisees on a non-exclusive basis. Some structures
(simplified and self-explanatory) are exhibited below:

As intellectual property is also a pre-requisite to qualify as a
franchise model, it is worth delving into trademark registration
in Indonesia. Regardless of whether one has a trademark

registered in another jurisdiction, registration in Indonesia is
mandatory and as such it is of utmost importance to ascertain
if one’s trademark has already been registered. It is also sadly
not uncommon that there may be cases of overenthusiasm in
the local populace where trademarks are registered ‘on behalf
of’ foreign brands. In the event of such, then there may be some
added complexity. However, assuming the aforesaid enthusiasm
was not over extended to a franchisor, trademark registration
in Indonesia may then be filed for, and may be applied for by a
foreign entity (not necessarily an Indonesian company). The
intellectual property requirements under franchise regulations
can be satisfied by providing the acknowledgement receipt that
the relevant registration has been filed with the Directorate
General of Intellectual Property, Ministry of Law and Human
Rights (“MOLHR”) as the actual trademark ownership
certificate itself will require on or around 2 (two) years to
complete, barring any unforeseen circumstances, although the
Indonesian authorities are constantly reforming the system to
cater for a shorter timeframe moving forward.

¢ Franchising Structure: Master Franchisee

( Overseas Master Franchisor )

Master Franchise

Agreement

Master Franchisee
(owns at least 1 restaurant)

Sub-Franchise AgreenV
Sub-Franchisee 1

Franchised
Restaurants

Owns and operates

e Franchising Structure: (Area/Unit Franchisee)

< Overseas Franchisor >

Overseas
Indonesia
Y\lﬁ)—Franchise Agreement
Sub-Franchisee 2
Franchised
Restaurants
Overseas

Area Franchise
Agreement

Area Franchise
Agreement

Unit Franchise Indonesia
Agreement

Indonesia Area Franchisee Indonesia Area Franchisee
(Medan) (Jakarta)

Indonesia Unit Franchisee
(Surabaya)

Pl

Franchised
outlets

Franchised

< Sub Franchisees >

Single Franchised

outlets

Sub-Franchised
outlets

Outlet
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e Group Franchise Arrangement

(_ OverseasCompanyA )

Master Franchise
Agreement

(_ Overseas CompanyB )

Overseas

Indonesia

PMACo1
(owns at least 1 oulet)

Sub-Franchise Agreement I

I Sub-Franchise Agreement

( Sub-Franchisee 1 ) ( Sub-Franchisee 2>

Owns and operates

Franchised Outlets

3. Licencing in Indonesia

Foreign brands/concepts that do not meet the minimum
requirements to qualify for a franchise model need not be completely
dissuaded from doing business in Indonesia. As a viable alternative,
licencing may sometimes also prove to be more efficient or
effective, though naturally this would be subject to the distinctive
characteristics and factors of each individual case. There are fewer
procedural compliances, and depend largely on transactional
documents such as licence agreement and perhaps a technical
assistance agreement; the former requiring registration with the
MOLHR, as required under MOLHR Regulation No. 8 of Year 2016
on Requirements and Procedures for Applications for Recording
Intellectual Property Licence Agreements.

It must however be explicitly iterated that licencing is not a means
to bypass or circumvent franchise regulations, where one operates

a ‘franchise business’ utilising a licencing model. This is not only a
breach of Indonesian law if scrutinised under the substance-over-
form approach by the Indonesian authorities, but it also consists

of commercial risk exposure to the brand and concept whereby

the aforementioned transactional documentation may be declared
to be void and unenforceable due to it being tainted with illegality
and therefore breaching the ICC hence complicating enforcement
against the counterparty, should the need arise so then. So where

lies the Rubicon between franchising and licencing, and how does
one ensure that the licencing structure does not contain franchise
trappings? This mainly lies in the transactional documents and
inquiry into the degree of ‘autonomy’ and conversely, intervention.
Typically, a franchise structure offers little to no degree of autonomy
and discretion on the part of franchisee given that the entire business
model is franchised out from the franchisor to the franchisee and the

Franchised Outlets

said franchisee will need to adhere to all measures instructed by
the franchisor. However, when compared to the license structure,
the licensor will allow the licensee to use the licensor’s intellectual
property and although certain control mechanisms can be putin
place via say, a technical assistance agreement, there is no “business
model” that is licensed out per se. In market practice, it is possible
for parties to start out with a licensing structure and thereafter
convert the said structure into a franchise structure, although do
note that this will involve amending/updating the relevant license
documentation to be compliant with the franchise regulations, in
particular MOT 71/2019.

4. Gonclusion

There are no certain or fixed advantages or disadvantages when
considering a franchise model or a licencing structure, where its
suitability largely depends on the business model itself. Naturally,
meeting the rigid requirements under franchise regulations in
Indonesia would provide a greater degree of flexibility, instead

of' being ‘forced’ into licencing. Whichever option is chosen, the
significance of appointing the right local franchisee or licensee
may not be understated, and even if such brands/concepts were to
decide to appoint its own Indonesian subsidiary as the franchisee/
license, working closely with local partners and personnel is vital
to the commercial future of the business.

Apart from selecting and deploying the right structure in
Indonesia, one must also dedicate time and efforts to understand
the local culture and terrain, which is not only a philosophically
sound venture but may also negate unnecessary hurdles and
pitfalls in the latter stages of the commercial sojourn. Ergo, setting-
off on the right foot from the ‘get-go’ is really the underlying key to
success as this beautiful archipelago is not what it once was.

Tuah & Suparto

(Advocates & Solicitors)

Andrew Tuah is a qualified lawyer

in Indonesia and a Partner at Tuah &
Suparto Law Firm, in association with
Angeline Suparto Law Corporation,
Singapore. He holds 2 law degrees,
Indonesia Sarjana Hukum and UK LLB
(Hons.).He specializes in corporate and
commercial law, in particular foreign investments. Andrew is
fluent in English, Bahasa Indonesia, Mandarin and Cantonese.
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End Poverty:

The Promise of
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Social Franchising’

ne of the world’s foremost natural historians,

David Attenborough, has issued a stark warning

and a call to arms, in a Netflix documentary

“A Life on Our Planet”. Attenborough draws

a direct correlation between “out of control
population growth” caused by poverty and the potential demise
of'life as we know it. He believes that if left unchecked, our
population growth will tax what little natural resources we
have left, by compounding our carbon emissions, our plastic
waste, our water quality, and our deforestation. Today, we are
experiencing unprecedented storms, drought, forest fires, and
sea level rise. The result will be an uninhabitable planet for
humanity, within two or three generations, your children, and
your grandchildren, if something is not done.

In summary, humanity is at grave risk. The planet will recover,
but we may not. But all is not gloom or doom. To reverse

this path, Attenborough prescribes one straightforward but
seemingly impossible challenge.

We must lift the world out of poverty, by raising the living
standards of the poor, without increasing the environmental
impact on the planet.

It should therefore come as no surprise why the #1 UN
Sustainable Development Goal (SDG) is NO POVERTY.
Globally more than 700 million people and 1in 5 children

live in extreme poverty and youth are 3 times more likely

than adults to experience unemployment. This condition
creates generational cycles of poverty with negative outcomes
including crime, civil disobedience, drug use, wars and

environmental degradation. To meet youth employment needs,
600 million jobs will have to be created over the next 15 years.
Traditional international development will not meet these
needs, because it focuses on a top down-trickle down paradigm
that primarily funds infrastructure projects benefiting the
governments and the “haves” of a nation, with trickle-down to
the “have nots”. “Top down” does not move the needle on the
income divide in developing nations.

I personally believe that social franchising, if developed and
financed correctly, has one of the best potentials to make a
difference to the planet’s environmental crisis by tackling
extreme poverty. Given the enormity of poverty mitigation,
social franchising is the most effective way to quickly scale
outstanding social ventures that create jobs to deliver social
impact to lift livelihoods. One example of a social franchise is
JIBU, an African water company. It took four years of “friends
and family” money to develop the franchise before it started to
scale. The problem is that there are very few people who will
take the risk to invest in such social-impact capital necessary to
create a social venture like JIBU, research its market feasibility,
build a set of financials, engineer a prototype and then run

a commercial proof-of-concept before turning to social
franchising to scale it.

To end poverty, we must develop innovative franchisable

social ventures like JIBU, that will create jobs to deliver social
impact to reach thousands of low-income communities and
millions of people. To accomplish this, we need to build a global
pipeline that consists of four key elements: (1) We need to train
human resources to develop “franchisable” social ventures.
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To do that we need to introduce social entrepreneurship and
social franchise training into the post-secondary curriculum
since most institutions don’t offer them. Post-secondary
institutions offer the most fertile ground to “ideate and grow”
seed stage social ventures. But to begin this process, we need to
transition these institutions from talking about the UN SDG’s
to tackling the UN SDG’s starting with SDG #1. This means
training students in social entrepreneurship and engaging
small student teams in the development of franchisable social
ventures that can meet local poverty reduction challenges. (2)
Given the urgent need to save the planet, we need to infuse

a “sports-like culture” into the process and motivate these
teams, by having them go head-to-head in national, regional,
and global competitions so that the most outstanding social
ventures can be identified. (Think FIFA!) (3) We then need to
award the winners of these competitions with financial grants
to conduct commercial proofs of concepts so that we can affirm
their venture’s financial sustainability, market receptivity and
scalability utilizing social franchising. (4) We then must find
the funding to build this pipeline and make sure that over time
the pipeline itself will be financially sustainable.

Funding for seed stage social ventures, including the pipeline
that can bring them to life, and the funding for social franchise
scaling is a very difficult task- “the elephant in the room”. Itis
often referred to as the “valley of death” given the absence of
investment capital in this space. International Development
Agencies shy away because social venture deals are too small

or too risky or not a fit for one of their silos ; Environmental,
Social and Governance (ESG) investors avoid them because
they are risk-adverse and there is no “P” for Poverty in ESG;
The name brand foundations won’t take a bet, given that most
of them have hung “do not disturb” signs on their front doors.
Finally, there are the handful of authentic End-Poverty social
impact investors who do take small bets, but they get tapped out
early and lack the financial firepower needed to build a global
poverty reduction pipeline. The challenge boils down to finding
an individual or entity who does have the financial fire power,
understands that planetary time is short, and wants to engage
in a legacy play to underwrite the pipeline construction.

Over twenty years ago, while I was involved in a series of

deep technology startups, I coined a social franchise concept
called “micro-franchising” (one person one franchise) which
recognized that the fundamental employment of those living in

poverty is self-employment, not employment. Although I tried
to promote it, at that time, the International Poverty Reduction
Industry was not ready for a sustainable business approach to
poverty reduction. So recently, I decided to try again, and four
years ago I started the non-profit Social Ventures Foundation.
Its mission: facilitating the development of grassroots social
venture solutions to local poverty reduction challenges that can
be scaled utilizing social franchising. This mission is focused
on creating job-producing social ventures that deliver social
impact at an affordable price to low-income communities.

Our flagship program is EPIC, End Poverty Innovation
Challenge https://www.epicsocialventures.com/. EPIC

is a pipeline that engages the next generation of social
entrepreneurs at post-secondary institutions worldwide in
developing the next generation of grassroots social venture
solutions to local community poverty-reduction challenges. We
engage EPIC TEAMS of student social entrepreneurs to ideate,
develop, and prototype social ventures. They are then rank-
ordered in terms of social impact and franchisability through
global competition and commercial proof of concepts.

EPIC is a “pipeline” consisting of post-secondary social
entrepreneurship and social franchise training; social venture
development; social venture vetting through competitions;
and grants for competition winners that will underwrite their
commercial proof of concepts and set the stage for scaling
utilizing social franchising. EPIC is alegacy play that requires
legacy like capital to underwrite the global pipeline that we
are in the process of constructing. If you have any questions or
would like to reach out to me, please feel free to do so. marc@
socialventuresfoundation.org.

SOCIAL VENTURES
& FOUNDATION

Marc Blumenthal, Executive Director, Social
Ventures Foundation

1™ Marcis atechnology and
social entrepreneur who
co-created a publishing

enterprise as a freshman

at the University of
Pennsylvania. Upon
graduation he founded
anonprofit educational
organization that engaged
over 2 m students and faculty throughout the USA in
experiential education programs. He then represented the
MIT Plasma Fusion Lab for the proposed placement of a
Tokamak test reactor. He then Co-founded VisionScope, a
medical device company along with the Ex-Team Physician
of the New England Patriots and Boston Red and was a

principal of a Satellite Communications Company founded
by the Communication Scientist for the Voyage II satellite,
the farthest manmade probe from planet Earth.
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ERROR
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o entrepreneur can say they
will never fail, just like no
one can claim that they never
make mistakes. But failure
is not necessarily the mother of success,
and mistakes do not necessarily lead to
the right direction. The real key is how we
face failure correctly.

There are two kinds of failures in real
life; one is meaningful failure and the
other is unnecessary failure. Those who
have accepted meaningful failures can
recognize their mistakes, dive deeper into
learning, trigger innovation, and solve
problems in more unusual ways.

Appropriate response and recovery can
allow entrepreneurs to draw the strength
to achieve success from mistakes and
even failures. Creating an open and
transparent company culture can give
everyone the opportunity to learn from
failure. Tolerating small failures is also

a good way to engender innovation and
develop new products/services.

For true entrepreneurs, having the ‘badge
of honor of failure’ is more valuable

than having expensive sweaters, Apple
watches, and merino lazy shoes. A failure
can cause entrepreneurs to look at new
ways to move forward.

There are two key issues to consider
here:

1. Is failure absolutely necessary for
entrepreneurial success?

2.If so, how much failure will be beyond
the entrepreneur’s tolerance?

A venture capitalist said that investors have
limited tolerance for failure: "It may be
nothing to fail once, but too many failures
will make it impossible to obtain funds.”

Looking back on my personal previous
failures, I usually divide them into two
categories:

*  Meaningful failures: Some
particular mistakes taught me about
the importance of software (IT
knowledge) and entrepreneurship;
they compelled me to develop myself
better, which can be regarded as a
catalyst for future success.

«  Unnecessary failures: With more
detailed planning, research, and
guidance/counsel, these errors could
have been avoided.

To achieve success instead of being
"easy to fail, often fail”, it seems
obvious to me that you need to:

+  Clearly distinguish between the two
above-mentioned failures.

+  Beabletoincrease meaningful
failures and reduce unnecessary
failures.

Research published in the Journal of
Learning Sciences shows that meaningful
failures can indeed make people more
successful. In the experiment, the
researchers tracked and investigated
the progress of two classes of students
learning certain math skills from the
same teacher. They found that failures
can encourage students to study more
in-depth, trigger innovation, and solve
problems in more usual ways.

So, how do the most successful
people in the world deal with failure?

1) They ignore blame

“Executives I've interviewed in
organizations as different as hospitals and
investment banks admit to being torn:
How can they respond constructively to
failures without giving rise to an anything-
goes attitude? If people aren’t blamed

for failures, what will ensure that they

try as hard as possible to do their best
work? This concern is based on a false
dichotomy. In actuality, a culture that
makes it safe to admit and report on failure
can—and in some organizational contexts
must—coexist with high standards for
performance, Harvard Business School
Leadership and Management Professor
Amy Edmondson said. “Which of these
causes involve blameworthy actions?
Deliberate deviance, first on the list,
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obviously warrants blame. But inattention
might not. If it results from a lack of effort,
perhaps it’s blameworthy. But if it results
from fatigue near the end of an overly
long shift, the manager who assigned the
shift is more at fault than the employee.
As we go down the list, it gets more and
more difficult to find blameworthy acts.
In fact, a failure resulting from thoughtful
experimentation that generates valuable
information may actually be praiseworthy.
When I ask executives to consider this
spectrum and then to estimate how many
of the failures in their organizations are
truly blameworthy, their answers are
usually in single digits—perhaps 2% to
5%. But when I ask how many are treated
as blameworthy, they say (after a pause

or alaugh) 70% to 90%. The unfortunate
consequence is that many failures go
unreported, and their lessons are lost.”
https://hbr.org/2011/04/strategies-for-
learning-from-failure.

Obviously, it is the responsibility

of' executives to create an open and
transparent company culture. By
confidently "admitting” failures and
evaluation errors, the company will
naturally gain the support of team
members.

2) Their failures are not serious
The most successful people in the world
have also realized the importance of
"little failures”.
Author Peter Sims PETER Sims
described this

process as low- II',T.!}E RE TS
risk gambling in £y it
"Little Bets: How ' .
Breakthrough
Ideas Emerge
from Small
Discoveries”.

In the book,

Sims detailed
how leaders in different industries can
test their ideas with expected risks. For
example, the world-famous comedian
Chris Rock is known for telling new jokes
in small venues. The routines he rolls out
in his global tours are the output of what
he haslearned from thousands of “little
bets”, nearly all of which failed.

"Alot of people still feel that failure

is a manifestation of individual
incompetence, and they want to avoid
failure at all costs,” said Andrew Filev,

Wrike’s CEO and founder. "But when
you think of business as a series of
experiments, you start to feel that failure
is an inevitable part of this process.”
https://www.wrike.com/blog/startups-
how-to-do-pr-find-investors-deal-with-
failure-work-management-roundup/

The correct approach is to encourage
employees to take risks and tolerate

their small failures. For example, before
alarge-scale product promotion, show
new products or new versions to small
test groups. This method helps to gather
effective feedback, eradicate problems,
and compare the new version with the old

version. Complete testing is indispensable.

This is the best way to ‘perfect’ the
product, by effectively listening to a small
number of users, and avoiding the risk of
disappointing all users.

3) They reflect on experience and
lessons

In the business world, failure is more
common than ever. Fact: in 1937, the
average time a company got listed

on the S&P 500 index was 75 years.
Now, most companies can only stay
there for 15 years on average. Failure
and innovation go hand in hand, and
the failure of one company can often
contribute to the success of another
company. However, few people take

the time to evaluate failures in depth.
"The key to this process—90% of people
don't do it—is to spend a few minutes
thinking about what happened and to
think honestly about the reasons for the
failure.” said Graham Young, a writer for
Fast Company magazine. https://www.
fastcompany.com/3035120/4-steps-to-

overcoming-failure-and-using-it-to-your-

advanta?itm_source=parsely-api

4) They treat failure as a game
The last thing I want to say is that the
most successful people in the world don’t

seem to take
themselves

too seriously.
Of course, they
care about
their own
pursuits, goals,
and interests.
However, in btk b A
the end, they o g Yol WS SR

feel that life is

like a playground, and these unexpected
challenges and twists are only part of the
game in this earthly life. Roy Dalio, the
founder of Bridgewater Associates, wrote
in the book "Principles”: "Think of life

as a game or martial art. Your task is to
figure out how to overcome challenges and
achieve your goals. When playing games
or practicing martial arts, you will be more
proficient. As you progress, the game will
be upgraded. This requires - and will also
teach you higher skills.”

Every player agrees that playing the same
level of the game over and over is very
boring. Simply put, we as entrepreneurs
want challenges, we need to get out of

our comfort zone and face an unfamiliar
environment. Gamification is not about
despising or belittling life but reshaping
life and facing failures better as they come.
They make life more interesting. When
we are facing professional and personal
frustrations in ‘the game’, the frustration
is obviously much lighter. The challenges
faced in order to succeed in the next round
can then even be thought of as exciting.
https://www.linkedin.com/pulse/6-
key-principles-greatest-checklist-ever-
written-ray-dalio-syrotkin/

In closing, I will say that the more tolerant
we are to meaningful failures, the fewer
real failures will occur, which is most
encouraging.
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Marketing In a PNm

Changed World EKIDG

arketingPulse Online, a two-day

virtual conference organised

by the Hong Kong Trade
Development Council (HKTDC), attracted
an audience of more than 21,000 from over
50 countries and regions across the globe.
Under the theme “Marketing for GOOD”,
the conference hosted 27 seminars and
workshops, bringing together more than
40 marketing and advertising experts to
share creative strategies, examine COVID-
19-era marketing trends and share digital
transformation success stories.

Digital transformation impact:

Focusing on digital transformation and
the impact of new marketing technologies,
speaker Mayur Gupta — Chief Marketing
and Strategy Officer at Gannett - USA
Today Network - discussed how marketers
can respond to behavioural shifts.

He said that marketers can leverage
technologies in the era of uncertainty

and predict growth trends amid digital
transformation.“COVID-19 basically
punched all of us in the face, and it has taken
us back to the basics of what marketing
always had to be, and what it ought to be

- the three simple Ps, which are defining
your purpose, the promise you make to the
consumer that reflects that purpose and,
ideally, the product you deliver matching
that promise,” he said.

Jeny Yeung
Mei-chun,
Commerecial
Director of
Hong Kong’s
commuter rail
service MTR
Corporation
Limited,
shared her tips on how brands can connect

with customers and the community at
every digital touch point, with insights on
digital acceleration. “Like transportation
companies in many other cities around
the world, the MTR is going through a
smart journey to upgrade its capabilities
to help the community,” she said. “So, a
lot of the features in our new app revolve
around how customers can use our services
better, but the other major component is
lifestyle information since passengers are

MARKETING
FORGOOD
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now demanding more than the basic core

services.”

Positive branding: Arjan Dijk, Senior
Vice President and Chief Marketing Officer
at global accommodation reservation

firm Booking.com, shared perspectives on
how major brands responded to shifting
consumer behaviour under the new normal,
predicting marketing trends and tourism
development as businesses begin to
recover. “All marketing activities have to be
performance-driven during the pandemic.
Going forward, I see huge opportunities for
staycations as well as ‘workcations’. I think
many of us are thinking about our summer
and imagining going on a week’s vacation
and staying a week longer to work,” he said.

teamLab shares artistic journey:
Navigating the confluence of art, science,
technology and the natural world, the
globally renowned art collective teamLab
unveiled its creative philosophies and
immersive experiences to the audience at
MarketingPulse Online.“[Digital works] can
free us from materials and we are no longer
stuck in one room. Boundaries are just an
illusion that humans make. New ideas both
come from and affect old ideas,” a senior
teamLab member said.

Livestream commerce:

At the conference, Eray Li, General
Manager of Southern China at Mainland
Chinese short-video app Kuaishou
(Magnetic Engine), who has also worked
at digital giants Tencent, Cheetab Mobile
and Alibaba, explained Kuaishou’s
strategies and tricks of the trade to seize
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the significant opportunities presented by
its platform. “There was a user base of 818
million for short videos at the end of last
year, accounting for 87% of netizens. The
average daily time people spent on short
videos exceeded the time spent on instant
messaging, video calls, et cetera,” he said.

ERR2A

“In 2020, Kuaishou’s e-commerce sales
were Rmb381.2 billion [US$58.2 billion],
and 84% of its users prefer to follow the
recommendations of livestreamers,” he
added.

Cracking
Gen Z code:
Timothy
Armoo, the
founder

and CEO of
Fanbytes,
aleading

influencer |

marketing agency, shared some of the
latest strategies to win the hearts of the
young generation through video content,
influencer engagement and algorithms on
Instagram, TikTok, YouTube and other
social media. “Gen Z have short interest
spans, not attention spans,” he said. “In the
past, you needed a big budget to advertise
on TV, but the world of social has created a
more level playing field where anybody can
play - small brands as well as large. But this
also means Gen Zs have a lot of influence; in
fact, so much influence that any brand that
does not take them into consideration is
playing a losing game.”
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'Want to, Make Retail

Customers/Happy/*
Giye Them a “Wow?
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etailers must create “wow”
shopping experiences if they want
to satisfy customers and keep
them coming back, according
to arecent study from Wharton’s Baker
Retailing Center and The Verde Group, a
global customer experience consultancy.

The survey-based study found that retailers
can increase shopper repurchase intent

by nearly 60% by consistently delivering

a great experience, whether in-store or
online. What defines a “wow” depends on
the shopper and type of store, but hassle-free
customer support is at the top of the list.

Thomas Robertson, a marketing professor
who is director of the Baker Retailing
Center, said the report offers some good
news for an industry bombarded by negative
stories about store closures, bankruptcies,
and the so-called retail apocalypse.

“This study was all about taking a positive
outlook on the retail shopping experience,
and to find ways that retailers could
enhance that experience and benefit
consumers,” he said.

‘Surprise and Delight’

The Verde Group surveyed 9,400
consumers and found that what
consistently “surprised and delighted”
them was exceptionally great service, said
CEO Paula Courtney. That great service
can be as heroic as a sales associate going
above and beyond to help a customer find
just the right item, or as mundane as a

clean, well-organized store.

“Whether you're a specialty retailer or

a big box or category killer or a mass
merchandiser, whatever your value
proposition is, the essence of that value
proposition [and] delivering on it seemed
to be the No. 1 thing that defined greatness
and ‘wow’ for consumers,” Courtney said.

Some of the highest-ranked customer
“wows” are:

»  Fast, free shipping

. Easy returns

+  Problem-free shopping

+  Well-stocked inventory

. A great app or website for online
shopping

+  Attention to detail in packaging

Interestingly, the coronavirus pandemic
hasn’t made shoppers any less demanding
— or forgiving. If they encounter supply
chain problems, staffing issues, and other
obstacles that create friction, they simply
shop somewhere else.

“What we learned, which is surprising, is
that consumers are not giving retailers a
hall pass for the pandemic,” Courtney said.

She said retailers need to keep investing in
their stores, in their staff, and in great shopper
experiences, despite the hardships created by
the pandemic. “I absolutely believe that now
is not the time to shirk away from delivering
‘wow, or delivering on the basics, because
customers are more demanding than ever.”

-
p— e

“Consumers are not giving retailers
a hall pass for the pandemic.”

- Paula Courtney

A Missed Opportunity

Robertson believes well-trained sales
associates are a big part of a successful
retail strategy. But those jobs have been
slashed in large numbers, replaced

by online chatbots, or nothing at all.
Customers are left frustrated and feeling
the friction, he said.

“I think a major opportunity that is being
missed that could help retailers deliver
‘wow’ experiences would be to value
professional sales associates,” Robertson
noted, adding that he isn’t sure whether
those jobs will rebound after the pandemic.

“It really depends on how you're going to
define your business,” he said. A dearth of
sales help may be functional for low-cost
retailers. “But for others, I think you'd
better bring them back. Because otherwise,
the in-store experience is going to continue
to deteriorate.”

Robertson also dismissed concerns

that retail is dying. It’s one of the largest
employers in the United States and a major
contributor to the gross domestic product.
Data show that sales have been rebounding
significantly since last year’s pandemic-
related plunge.

“There are winners, there are losers,
and things are changing.” “There’s a
lot of innovation out there.”

~Thomas Robertson

E-commerce is teeming with new ideas,
such as shopping shows that are now
live-streamed on social media platforms
like Instagram. Malls are downsizing

and reconfiguring physical space more
economically. Online retailers are opening
stores, offline retailers are getting better at
digital, and everyone is trying to adapt.

“If you're a sophisticated retailer, you
realize that and don’t cling to the past,”
Robertson said. “You move on to the future,
which is always a challenge for any legacy
company in any industry.”
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Franchisor to Refund
US$57.7 Million to
1550 Burgerim
Franchisees and to
Pay US$4 Million in
Civil Penalties

n February 16, 2021, the

California Department

of Financial Protection

and Innovation (the
“Department”) filed an administrative
complaint against a franchisor which
it had approved to sell franchises
between 2015-2019. The order requires
Burgerim to offer refunds of $57.7
million to 1550 franchise purchasers,
only 130 of which opened restaurants
by the end of 2018. Burgerim’s Israeli
founder, Oren Loni, had fled the U.S.
by the end of 2019 for an unknown
destination, leaving Burgerim
effectively insolvent, and without a
staff to help franchisees—they had quit
because they weren’t being paid.

How could this happen in a country with
so many franchise laws? How could the
promoter and company get away with this
in California, which has a much-copied
franchise law that has been in effect since
1970? Why isn’t the founder in jail? How
can the investors get their money back?

Inthe U.S., before selling a franchise
afranchisor is required by the FTC’s
Franchising Rule to provide prospective
franchisees with a Franchise Disclosure
Document (“FDD”) at least 14 days before
collecting a payment from the prospect

By Carl Zwisler, Senior Counsel, Lathrop GPM

and before signing a binding agreement
with him/her/it. In thirteen states with
franchise registration laws, including
California, the FDD, which includes the
franchisor’s form franchise agreements
and the franchisor’s audited financial
statements, is submitted to a government
agency which reviews the documents to
determine whether the FDD responds
clearly to all of the requirements set

out by the FTC. The agency’s examiner
also reviews the franchisor’s financial
statements to determine whether the
interest of prospective franchisees
requires that the franchisor’s registration
application be denied. Otherwise, an
examiner may require a franchisor to:

a) Defer collecting initial franchise fees
until the franchisor has completed its
initial obligations to a franchisee;

b) Escrow initial franchise fees until initial
obligations to the franchisee have been
completed by the franchisor; or

¢) Post a surety bond to cover claims of
franchisees.

Only after an examiner has approved a
franchise registration may a franchisor
begin offering franchises in California.

Burgerim seemingly set out to comply
with California’s franchise law. It retained
afranchise lawyer and registered to sell
franchises in California, where it was
based, and, later, in other states, where
registration was required. It hired a
certified public accountant to audit the
financial statements that were included in
its FDD.

My cursory review of the company’s FDD
indicates that they were compliant on
their face. That was also the view of the
California examiners who ultimately
registered the franchise five times.

Reviews of franchise offerings do not
involve investigation of the truth of the
facts disclosed or representations of the
franchisor, unless something suggests that
a problem exists.

After reviewing Burgerim’s financial
statements, the first California examiner
initially requested that Burgerim agree to
defer collecting initial fees as a condition
of being registered. However, the examiner
was persuaded by Burgerim’s counsel to
forego that requirement, because Burgerim
promised to maintain $100,000 in a bank
account. Still, the examiner did require
that Burgerim publish the following “risk
factors” in its FDD, which should have
caused prospective franchisees to stop
and think about their possible purchase
decisions:

1. THE FRANCHISOR HAS NOT
OFFERED FRANCHISES PRIOR

TO THE ISSUANCE DATE OF THIS
FRANCHISE DISCLOSURE DOCUMENT
THEREFORE, THERE IS NO
OPERATING HISTORY TO ASSIST YOU
IN JUDGING WHETHER OR NOT TO
MAKE THIS INVESTMENT.
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2. THE FRANCHISOR HAS LIMITED
FINANCIALRESOURCES WHICH
MIGHT NOT BE ADEQUATE TO FUND
ITS PRE-OPENING OBLIGATIONS

TO EACH FRANCHISEE AND PAY
OPERATING EXPENSES.

In fact, as FDD Item 20 disclosed, the
franchisor had never operated a Burgerim
restaurant in the United States or
elsewhere.

Inits first registration renewal in 2016,
the examiner required that Burgerim post
a $250,000 surety bond, and Burgerim
complied.

Because California franchise registrations
must be renewed every year, the proposed
updated FDD must include all material
changes that have arisen in the franchise
program. Audited financial statements

for the most recent fiscal year must be
included, and they were provided by
Burgerim.

A close reading of the FDD and the
financial statements should have raised red
flags with examiners, prospects and their
advisors, but they apparently never did.
The franchise agreement required payment
of'a 5% weekly royalty, and this was noted
in the financial statements. However,

the company’s revenue did not reflect
income from royalties. During Loni’s entire
tenure as Burgerim’s CEOQ, it is not evident
that Burgerim ever collected royalties.
Because royalties are the principal, if not
only, source of ongoing revenue for most
franchisors using a business format/
package franchising strategy, it was not
surprising that the franchisor ultimately
could not meet its obligations.

Franchisors everywhere were wondering
how a new franchisor without a single
operating unit could possibly sell 1500+
franchises in four years. Some answers
should be red flags for future prospective
investors.

First, the required initial investment was
quite low for a restaurant franchise.

Second, Burgerim arranged financing for
franchisees and required no experience and
very little net worth to become a franchisee.

Third, Burgerim offered a formal option

to allow franchisees to receive a refund of
part of their initial fees (for a higher initial
franchise fee), and its sales reps orally
promised that refunds were available to
franchisees, even if they had not purchased
the refund option.

Fourth, the
Department

alleges that

Burgerim

made inflated

oral financial
performance
representations

about the

franchise

which were

not included

in Franchise
Disclosure

Documents.

(That would violate the
California franchise law, even if the
representations were accurate.)

As franchise sales grew, Burgerim
generated favorable press which extolled
how this was a great concept and the fastest
growing franchise in America.

A popular food critic and reality TV star,
who calls himself “Foodgod,” spurred
interest in the concept from investors,
and from many consumers who could not
wait to try the reimagined hamburger.
Ultimately, Loni put “Foodgod” on
Burgerim'’s payroll to promote the brand.

Burgerim seemed like a great ground-floor
opportunity for investors. It all seemed to
be too good to be true.

It was. No one focused on the soundness of
the business or on its sustainability.

In the early years, some franchisees
could not obtain financing. Others faced
other problems. Burgerim set up a refund
program to take care of franchisees who
were having these problems. Ultimately,
the demand for refunds far outstripped
Burgerim’s ability to pay them.

Burgerim Seemed Like a Legitimate
Franchise

As aU.S. franchise lawyer, I have been
involved in the preparation and registration
of FDDs for forty years. In my reading of the
original FDD, I did not spot a real problem—
that is, anything that was unlawful or would
be a barrier to registration of the franchise.
Of course, the company was new. It had no
franchises in the United States. But, that

is no reason to deny a company the right to
franchise here, and that has never been a
major problem in the last 70 years of U.S.
franchising.

Franchise sales laws in the U.S. focus on
disclosing material facts to prospects.

SSE8E

They

are not designed to stop people

from creating new franchise brands or to
prevent investors who have been given all
material facts from making a decision to
invest in a franchise. Burgerim disclosed
its total lack of operational experience

in the U.S. It disclosed its weak financial
condition. It provided audited financial
statements each year, which prospects
with experienced advisors might have
ultimately seen demonstrated that the
business was all about selling franchises,
and not about operating them. It provided
historical information about the number of
franchises sold and opened, clearly showing
a big difference between the two numbers.
Whether the numbers provided were
accurate will likely come out at some point
in litigation—if Burgerim or its successors
ever has enough resources to warrant a
franchisee’s expense of litigating his/her
claims.

The sales and refund program continued
for about 3.5 years, at which point
the company was over-committed to
making refunds. In its citation, the
Department now alleges that
Burgerim should have
disclosed not just the fact
of verbally promising
refunds when the
promises were not
included in FDDs, but
also that Burgerim’s
failure to timely make
refunds was an
omission of a
material fact

which should

have been disclosed in
the company’s FDD.

In late 2019, stories broke in a restaurant
industry publication showing rampant
problems in the chain. By that time, Oren
Loni, had fled the country without leaving
a forwarding address. (It turns out that he
had previously fled Israel as
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another franchise that he had started
was collapsing.) The company’s staff had
not been paid, and had stopped working.
Phones were not answered, and emails
were not returned. The company’s
remaining officers hired a restructuring
executive, and was considering filing for
protection under U.S. bankruptcy laws.
A new person stepped in to try to resolve
claims, but the claims continued to grow.

Then, the popular press learned about the
problem. Senators and franchising critics
wanted to know why this had happened.
Some claimed that lax U.S. franchise
regulations allowed it to happen.

The Department filed its Complaint and
Order more than a year after Loni had fled
the country and Burgerim had essentially
stopped operating as a franchisor. Although
the sanctions imposed by the Department
are daunting, at this point, it seems like an
empty gesture. Although Loni is alleged

to have been the leader of the scheme, no
one has alleged that he absconded with any
significant amount of money. He seems

to have been a charming salesperson, but
an inept business leader. Someone intent
upon committing fraud would surely have
thought of a way to make money from it.
But, it is not evident that Loni did.

Lawyers for jilted franchisees have been
trying to find Loni for several years. The
Department has not yet arranged for the
filing of a criminal action against Loni or
against any of the Burgerim entities. If
Loni is ever indicted and located, he would
need to be extradited to face charges in
California. However, even if that were to
happen, does he have the resources to repay
the $55,707,244 in initial franchise fees
that the Department alleges were collected
by Burgerim? Or the $4 million in civil
fines the Department has imposed? It is
unlikely that Burgerim has the resources to
make refunds to franchisees or to pay the
penalties demanded by the Department.
Franchisees hoping to recover any of

their investments are still tied to the

ultimate success of the brand, which is
now being run by one of its more successful
franchisees.

This is a very sad situation for the investors
in 1550 Burgerim franchises, their families
and their creditors. Something should

be done to stop this from ever happening
again; but what should that be?

U.S. franchise sales have effectively
prevented this type of scandal for 50 years,
but they seem to have failed this in the

case of Burgerim. Burgerim may be an
anomaly, but many are persuaded that there
should be some way to regulate against

this happening again. Perhaps some small
changes in current U.S. franchise laws
would make it less likely that there will be
another Burgerim.

If regulatory remedies are required,
what shape might they take?

At least three types of regulations have
been adopted or proposed in some
countries which might have addressed
some of the problems exemplified by the
Burgerim debacle.

First, some commentators have
recommended that franchise laws
require prospective franchisees to retain
a franchise lawyer or other experienced
franchise advisor before they are allowed
to sign a franchise agreement. One bill
proposing that has been introduced in
the Illinois legislature. A similar measure
has been proposed to the Parliament of
the European Union by one respected
commentator.

Second, national franchise laws in several
countries, and the European Franchise
Federation’s Code of Ethics require a
franchisor to have at least one year of
experience operating an outlet of the type
to be franchised before franchising may
begin. A partial list of those countries

includes China, Indonesia, Italy, Romania,
Saudi Arabia, and Vietnam. Several
Burgerim franchisees have told reporters
that the operating procedures that the
franchisor prescribed were too complicated
and caused problems for franchisees when
the restaurants were crowded. If Burgerim
had operational experience, it may have
addressed these problems before it began
franchising.

Third, several U.S. state business
opportunity sales laws require the posting
of a surety bond if a business opportunity
seller promises to refund payments if an
investor is unhappy with the investment. A
franchisor as concerned about complying
with the letter of the law as Burgerim
seems to have been may have been deterred
from making moneyback guarantees to
franchisees if it had to pay for a surety bond
to cover its potential liability to franchisees
for the duration of its refund guarantees.

Despite these possible regulatory “fixes,”
the rarity of the problems that occurred in
the Burgerim saga suggests that significant
changes to U.S. franchise laws are not
needed. More education for prospective
franchisees to help them better understand
the significance of the information that
they are given in FDDs may be the best
resolution of all.

Carl E. Zwisler
Lathrop GPM
The Watergate,
Suite 700

600 New
Hampshire
Avenue, NW
Washington,
DC 20037
202-295-2225
Carl.Zwisler@lathropgpm.com
www.lathropgpm.com
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HIDDEN VALUE
HIDDEN RISK
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By Tyler Capson, Managing Director - Asia, EverEdge

EVER

UNLOCK YOUR EDGE

s the father of modern management theory Peter
Drucker famously stated 40-years ago, “You can’t
manage what you can’t measure”.

Today, intangible assets (things like data, content, software
code, brands, confidential information, inventions, industrial
know-how, and design rights) today account for more than 90%
of' value for companies listed on the S&P500 yet these assets are
essentially ignored by modern accounting standards.

In a franchise business model, where value is driven by brand,
data, systems and processes and relationships, this can create
significant issues when it comes to identifying new opportuni-
ties and hidden risks — along with recognizing the true value of
the franchise.

A large driver for this is that accounting standards like GAAP
or IFRS were essentially designed for an industrial age econo-
my and consequently they almost completely ignore intangible
assets, lumping them under the amorphous term “good will” or
recording them solely at cost.

The result is yawning chasm between company accounts and
the reporting based on those accounts, and the reality of what
is really driving value, growth, and risk within an organiza-
tion. This behaviour also creates or hides major risks and
opportunities.

Shifting the balance

The relative absence of intangible assets from the balance
sheet was manageable 40 years ago, when they accounted for
only 17% of all company value. But in the last two decades the
portion of value attributable to intangible assets has increased
significantly, which means these assets can no longer be ig-
nored. However, many companies still refuse to learn from the
mistakes of others who have mismanaged their intangible asset
portfolios to their peril.

A stark example of this can be seen in the Nortel bankruptcy
filing in 20009, the pre-eminent case study for demonstrating
the fact that there is often no correlation between accounting
treatment of intangible assets and actual value in market. In
this instance, when Nortel filed for bankruptcy its various busi-
ness units and tangible assets were sold for $3.2 billion. The
last assets to be sold were the company’s 6000 patents, which
in a quirk of accounting rules were recorded on Nortel’s balance
sheet at cost for $31 million. While the frothiest market esti-
mate of their value was $1 billion, most analyst estimates were
far south of this.

These assets were eventually sold for $4.5 billion — 145X the
value recorded on the balance sheet and were ultimately worth
more than the value of the entire rest of the company. A great
result for the company’s creditors, but you have to ask whether
Nortel would have entered bankruptcy at all if its directors and
management team had spent more time actively managing their
intangible assets to leverage the portfolios true potential.

In a franchise model, where the networks growth and prof-
itability is tied to its intangible assets, it is critical that both
franchisors and franchisees understand how to identify,
manage, and recognise which assets are driving growth and
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profitability so that these assets are protected and their value
is not lost or diluted.

Why conventional valuation methods don’t work for
intangible assets

Understanding how to accurately value intangible assets is an
area that remains poorly understood.

Conventional accounting standards have not evolved to effec-
tively value intangible assets in the same way as tangible assets.
The result is that traditional valuation methods such as cost-
based analysis or discounted cash flow (DCF) that work for
assets such as real estate or plant and equipment either simply
don’t work (cost base) or are subject to major challenges which
applied to intangible assets.

In the case of cost base approaches there is effectively no
correlation between the cost and the value of an intangible
asset. In some instances, you can spend $10M on R&D and get
nothing; in other instances, you can spend $100K on R&D and
develop intangible assets worth billions.

Income side or DCF based approaches they work well for assets
that have stable, predictable revenues and costs. However, the
moment the future starts to look different from the past, then
the accuracy of Discounted Cash flow Analysis rapidly begins to
break down. Unfortunately, in most instances this is precisely
the situation where intangible assets are most dominant: new
products, new technologies, new markets, new business models
etc. In short utilizing a conventional net present value (NPV)
approach for new intangible asset-rich projects (in isolation of
other triangulating factors) is fraught since one thing we can
guarantee is that the future will not reflect the past or current
situation when it comes to intangible assets.

At this point, conventional valuation theory would suggest
looking at comparatives, but this too faces major issues. By
definition, intangible assets are more or less unique and differ-
entiated - meaning establishing a benchmark or comparator is
extremely challenging. Likewise, there is often no liquid market
to price-seek against.

In short, any valu-
ation of intangible
assets that draws
primarily on conven-
tional (tangible or
fixed asset) valua-
tion methodologies
should be treated
with extreme cau-
tion. There is a high
probability that the
valuation could be
out by several orders
of magnitude (10x >
1000x).

.

Take for example,
Instagram. At the
time of Instagram’s
sale to Facebook, the
company was 20 months old, had no revenue, effectively no assets
and 12-employees. A traditional Cost or Cash Flow Basis meth-
ods would have said this company was worth $0 yet it was sold

to Facebook for $1 billion. Mark Zuckerberg is not stupid, no one
pays $1 billion for something without value, the value was there, in
Instagram’s intangible assets, it’s just the conventional approach
to these assets, renders them (and their value) invisible.

Fast forward to today, and Bloomberg Intelligence estimates that
Instagram would be worth more than $100 billion if it were its
own company and not a Facebook division. If true, Instagram’s
valuation would be 100 times greater than the $1 billion Face-
book paid for the photo-sharing service in 2012, which provides
an excellent example as to why traditional valuation methods
just don’t hold up when it comes to intangible assets. In fact, a
recent Harvard Business Review article effectively proclaimed
the complete irrelevance of conventional company accounts for
digital companies. We would argue this goes further to virtually
every company today (with the exception of real estate).

How to value intangible assets

While complex, there are methods of valuing intangible assets
that can reliably and accurately predict future value. These
methodologies work off the general principle that a strong
intangible asset position delivers a sustainable competitive ad-
vantage that translates into market share or margin premiums
that significantly increase the value of the business.

We recently saw this in action when we were asked to provide
aleading tourism company and the largest provider of recre-
ational vehicles for rent globally, with an independent valuation
to support a joint venture it was entering into. Rather than
purely looking at financial performance, the valuation provided
an accurate view of the value of the company’s intangible asset
portfolio, including its data, content, know-how, process, trade
secrets and other information that made up the value of its
technology. The value of the company’s intangible assets offset
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what would have been a much higher cash contribution had
the company not been able to recognize the value these assets
would create for the JV over time.

In a franchise model, an intangible asset valuation will involve
the assessment of a much broader range of factors than are gen-
erally included in a traditional valuation. This includes things
like the underlying quality of the intangible assets (for example,
the strength of the brand; nature of the systems and processes;
what data is held by the franchise and how current and relevant
it is etc), as well contextual factors such as the leverage or bene-
fit those intangible assets will deliver to franchisors.

It is also worth noting that with intangible assets that the whole
is typically worth more than the sum of its parts, so analysis of
the interaction of all these assets grouped together is essential.
This is something that is far beyond the skills and expertise

of most valuation practices. In an intangible asset valuation, a
broader range of factors is typically reviewed, and the result-
ing report will tend to be more discursive, featuring a lot more
prose and analysis, with fewer numbers - the aim of the report
being to build a solid interlocking framework of multiple, well
researched factors that together produce a numerical value that
can be relied on.

By way of example: we were recently asked by a start-up to
complete a valuation for its new technology and business model
around a major infrastructure play. The founders needed to
raise $100M. A traditional valuation from a major accounting
firm generated a number around $40M, which made the raise
non-viable. The CEO approached us for a critique. It rapidly
became clear that the initial valuation created using traditional
methodologies hadn’t captured anywhere near the value of the
venture, so we prepared a new comprehensive valuation, which
valued the company at $200M.

It would be fair to say the reaction from the accounting firm
was incredulity — no venture could be worth this much they
argued. However, entrepreneurs don’t typically take no for an
answer and this founder was no different. He took our valuation
to a major investment bank, who enthusiastically adopted the
valuation as the center piece of the investment memorandum.

The result: the company raised $400M at a
$200M pre-money valuation in record time.

And these are not isolated instances. In
another example, we worked for a company
owner who was selling his financial services
firm after 30 years. The investment bank
provided a valuation of 4X EBITDA, which
the owner did not feel fairly reflected the
value of his company so asked us to also
prepare a new valuation.

As part of this process, we identified a highly
valuable intangible asset (data) that was
not listed on the balance sheet and had not
been recognized in sale process to date. We
prepared an Intangible Asset Story that
highlighted the value of the data and iden-
tified and targeted buyers who we believed
would pay significantly more for the data than what the operat-
ing company had been valued at. The result: the company was
purchased for 32X EBITDA by a strategic buyer who saw the
value in the data that had been identified.

What these examples help to highlight is that intangible assets
are really the only lever that can move enterprise value beyond
cash flow multiples. To fail to actively manage - or account for
- intangible assets is to effectively ignore your fiduciary duties
as a director or manager. This includes ensuring that intangible
assets are factored into any valuation in a way that accurately
reflects the company’s true worth.

While any valuation exercise needs to be grounded in some
form of numerical analysis, it is critical that new qualitative
methods are also adopted. Traditional income (DCF) and cost
approaches risk becoming lost in the numbers and producing
results that bear little resemblance to the reality of value.

For franchisors and franchisees, an intangible asset valuation
will provide a robust, defensible, business-focused report that
contextualizes the value of the most valuable and important
assets the franchise owns. It will articulate where value lies and
can provide direction around which assets are driving growth
and profitability for the franchise.

Tyler Capson is Managing Direc-
tor — Asia at EverEdge Global, one
of'the world’s leading intangible
asset strategy and transaction
firms. Tyler is a Certified Patent
Valuation Analyst (CPVA) and a
Chartered Valuer and Appraiser
(CVA). He also holds an MBA from
the University of Utah. For further information on how to

value your intangible assets, please visit www.EverEdge-
Global.com or contact Tyler at t.capson@everedge-
global.com
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CCFA's Annual
China Franchise
Conference

he annual China Franchise Conference

(held over the period June 28-30, 2021)

was organized by the China Chain Store &

Franchise Association (CCFA). It drew more
than a thousand delegates from over 400 companies to the

venue in ultra-modern Shanghai.

CCFA’s Deputy Secretary-General Miss Su Shuang gave
a keynote speech on the development status and trend of
franchising in China. Her presentation is entitled: "Digital
Franchising: Improving the System and Enhancing
Integration”. The franchise survey conducted by CCFA
indicated that the franchise fraternity has been affected
by the epidemic in the past year. The total sales revenue
of the top 100 brands has declined, but the total number
of stores is still growing. In response, leading franchise
companies in various industries have accelerated the
execution of their strategic plans. In the process of
digital transformation and the upgrading of franchised
companies, constructing the data middle platform has
become an important task for leading companies. Once
they are equipped with the right data, they then have the
necessary conditions for cross-industry joint marketing

and cross-industry integration.

At the conference, Mr. Albert Kong, a Singaporean
franchise expert and Founder/CEO of Asiawide Franchise

Consultants, Ms. Pip Wilkins, Chief Executive of the British

Franchise Association, and Mr. Hatem Zaki, Chairman of the

Egyptian Franchise Association and

Secretary General of the World Franchise Federation, were
invited to comment on the current state of franchising in
their own country. The video presentations they made were

very well received by the participants.

During the conference, the "First China Service Industry
Chain Brand Development Summit” was held. CCFA
Chairman Mr. Pei Liang analyzed in depth how to use chain
operations and digitalization to promote the high-quality

development of the lifestyle service industry.

The energy-charged conference lasted for two and a half
days, starting with the store visits to Starbucks, BTG
Home Inns, Xiaopei Pet, and Ele.me. Many activities were
simultaneously taking place including 9 parallel fora
ranging from human resources, finance and taxation, as
well as two morning self-study sessions and one evening
fireside talk. The venue was also equipped with two display
areas, one-stop digital solutions, etc., to facilitate the
participation and quick comprehension of all delegates

especially concerning digitalization in franchising.

EFEs
EFEHITRETENR

ED Ned RREEHARATE

Albert Kong
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YOUR GATEWAY TO SOUTHEAST ASIA

Make real business conversations with decision makers and
buyers from foodservice, hospitality, retail and distribution...

FEATURING

» SG Food Tech Programme  Fine Food Live & Centre Stage
« Singapore National Coffee Championships  The Tap Room

¢ PITCH! Investor Pitching Series * ASEAN Butchery Competition

@1 CONTACT USTODAY

Kenneth Matthew LIM Doreen SOH
Business Development Executive Event Manager
E: kenneth.lim@montgomeryasia.com E: doreen.soh@montgomeryasia.com
T. +65 9151 2836 T: +65 9339 66ETY

Co-located with RPB @ MEAT - &0 Organised by EMONTGOMERY GROUP
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www.thailandfranchising.com

The 17th Thailand Franchise &
Business Opportunity (TFBO 2021) is
returning again!

FBO, the most prominent and

the most effective platform for

franchise brand owners and

investors in Thailand. This year,
the show will be held on Oct 20 — 23,2021 at
BITEC, Bangkok.

Despite the prevailing Covid 19 pandemic
and no international visitor, the show is
expected to draw more than 7,000 quality
investors/invertors, including ex-pats living
in Thailand.

This year, the show will be more than 150
exhibitors showcasing all most ten business
franchise categories;

Vending Machines and Laundry Business
Food and Beverage

Coffee and Tea

Bakery, Ice Cream & Dessert

IT, Digital & Printing

Car Care Services

Services & Entertainment

Fashion, Retail & Convenient Store

Real Estate

Franchise highlight of this year will be

Vending Machines business and Laundry
Business, which are much brooming in
Thailand. These two categories stood well
with an investor who does not have time to
look after their business attentively.

Other highlights during the four days show
will be one-on-one, face-to-face business
matching and informative seminar for
investor and will be co-located with two of
our best expos; The 15th Thailand Retail,
Food & Hospitality Services 2021 (TRAFS)
and The 6th ASEAN Retail Show.

Last year show, the show drew almost 140
exhibitors, 300 brands, 937 conference
attendees, about 6,000 quality visitors
from through out Thailand, and 1,851
virtual visitors, with a high rate of exhibitor
satisfaction. As aresult, nearly 70% of
exhibitors have confirmed their space for
2021 with us.

Key hightlight this year:

» Franchise Consultancy Forum Solution -
providing franchise

consulting and franchisee recruiting

» Business Matching - fostering
cooperation and networking

» Business Talk Seminars by industry
experts

News Station 5 235 49

The show organised by Kavin Intertrade,
with over 20 years of experience in the
exhibition industry, managing more than
100 domestic and international tradeshows
and conferences, Kavin Intertrade, has
earned a well-deserved reputation as a
leader in trade show organiser in Thailand.

Book a stand today to receive *FREE
Facebook Promotion* on our Fanpage:
Thailand Franchise Show

Book your stand, please click here: https://
thailandfranchising.com/booking/ or
contact our Sale Team;

Ms. Unchalee: unchalee.atta@gmail.com
+66(0) 99 2422495

Ms. Varintorn: varintorn.kavin@gmail.
com +66(0)885541715

For more information, please visit:
https://thailandfranchising.com/

Venue: The 17th Edition of the TFBO
2021 exhibition will be held in Bangkok
International Trade and Exhibition Centre
(BITEC), aworld-class exhibitions centre
located in the heart of Bangkok.

For Media Partner & Advertising: nichaphat.
kavin@gmail.com

Pre-registration for visitors: https://bit.
ly/3vYDStv
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Is your "adversity quotient” high? (Part 1)

friend sent me an e-book with the title "AQ"
(Adversity Quotient, 1P 7" when translated
in Chinese) and the American author is Paul G
Stoltz.

The Most Limpaartant Faciar

I clicked on the link to check it out, e

thinking it was another of those
“pick-me-up” books.

During the Movement Control
Order period (in Malaysia), I was
relatively idle, so I was able to
finish reading it in great relish.

Quotlent

Turning
Although this is a 24-year- Obstacles into
old book, but the contents are Opportunities

evergreen. I think it is quite
suitable for recommending it to
everyone in the current uncertain
atmosphere.

G: STOLTZ. PhD

We often praise a person for having a high IQ, which means that
his intelligence and acuity are higher than others, and heisa
typically street-smart. Then there are also people who are very
calm when encountering things, which translates to a high EQ.

However, even if you are extremely smart (high IQ) and calm
(high EQ) when handling situations, it does not mean that you
dare to move forward courageously and become the final winner
in times of adversity.

Adversity quotient is to describe a person’s resilience and
resilience in the face of adversity ; its requires a ‘never give up’
spirit!

So that you will get a hold of this book, I will just share the Table
of Contents of Paul G Stoltz’s (323 pages including appendixes,
notes and acknowledgments) book:

Paul compares life to mountaineering. He divides people into
three types: 1) Quitters, 2) Campers, and 3) Climbers.

Elaboration:

Type 1is the kind of person who has no goal in life and gets by
day by day.

Type 2 is the type that will work very hard, but once they
have achieved a certain achievement, they stagnate ; or for
some reason they have not been able to meet their ultimate
requirements and are content with the status quo.

Type 3 is the kind that will not say “I give up”. Just like
those climbers who climb Mount Everest, they are not
afraid of hardships, blizzards or thunderstorms.., as they
are single-minded to reach the top! And after they reach the
predetermined goal, they will then move on to another goal,
never admitting defeat and giving up.

In any case, the number of climbers must be inversely
proportional to the difficulty of adversity--- that is, the worse
the adversity, the lesser the number of climbers. Using the
current pandemic situation as an example, many people will be
negatively affected by it and they are out of the race.

3 layers of adversity

The author believes that a person will face three levels of
adversity in society.

1) Social adversity : Sometimes we make silly mistakes
and have to face the pressure of public opinion, such as the
well-known Datuk in Malaysia in an assault case in a hotpot
restaurant. Or for a bachelor or spinster you might get a lot
of pressure from well-meaning relatives asking you why you
are still unmarried...In an Asian society, this (environmental)
scenario can be very stressful.

2) Adversity in the workplace: Personnel relations, business
operations problems, customer complaints, etc. These are quite
situational.

3) Personal adversity: Problems with your health,
unemployment, divorce, tuition fees for your children, etc. Even
congenital issues—they can weigh us down!

Wrong choices in adversity

When dealing with adversity, we might make the wrong choice
or keeping running into a wall:

1) The climber becomes the camper: The setbacks in life
can make us want to give up, so we should constantly be alert to
ourselves and not stop moving forward because of a small setback!

2) Technology omnipotence: Many people like to rely on
technology when facing adversity, hoping that new technology
can solve their current dilemma. Technology is not a panacea.

3) Feeding on positive psychology: The inspirational
industry has a $24 billion market, so motivational speakers
are a dime a dozen. I believe that this type of course is like a
stimulant. Participants are excited in a deliberately created
atmosphere, and they are thrilled and brainwashed like
religious fanaticism with many students. And naturally after
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afew days of carnival together, these students are all “highly-
charged”, and full of fighting spirit and success in sight.
However, the stimulant will lose its efficacy a few weeks later,
and the students’ confidence will drop drastically. They then
will find money to go back for such classes again, hoping to
regain the lost confidence. However, the motivational guru
will say this time it is an advanced version, and the tuition fees
of course will be higher. Many people who are superstitious
about this kind of successful course have spent hundreds of
thousands or even millions, and some of them are heavily in
debt, and eventually their own company even went bankrupt!

I am very opposed to these kinds of courses, as I think that it is
not only invalid, but also a waste of money!

4) Fall into a cycle of helplessness and hopelessness: You
feel helpless and therefore hopeless ; you feel hopeless and
therefore helpless, thus forming an endless loop or cycle that
feeds on itself. It is like having a cancer of the mind, leaving you
with no motivation to change!

How to solve this problem? It is built on 3 pillars:

1) Cognitive Psychology (study on mental processes): The
essence of cognitive psychology is that if you want to change
your mental state, you must change your view of certain things,
or so-called cognition, instead of changing uncontrollable
external things. Sometimes we are constantly being brutally
hit by life, which makes us feel that this is a destiny that cannot
be changed, completely lacking a sense of control, and that

we have to accept our fate. The psychology of this situation is
called "learned helplessness”! (I think it should be translated as
"habitual helplessness”)

Why is the elephant in the circus tied to a small stick and won't
run away? Because it has been tied to a solid stick since its
infancy, it has repeatedly tried to get rid of it but unsuccessful.
Since then, it decided to give up trying. As a result, it was stuck
with a stick (a small stick) for the rest of its life.

Another important theory of cognitive psychology is called
"attribution theory”. “Attribution” is to blame the cause of
certain things. For example, why are some people so afraid to
talk to strangers? Perhaps the reason is that he was taught by his
parents that strangers are liars (bad people) since he was a child.

2) Psychoneuroimmunology—direct relationship
between thinking and health: It is the influence of our
psychology on our body. Scientists have done research in which
two groups of mice were injected with cancer cells and locked
in different compartments. One group has a button, and food
comes out as long as you press it, which gives the mouse a sense
of control; the other group of mice has no chance of control at
all, and anything that happens inside or outside has nothing to

do with them. Later, the researchers found that the mice with a
sense of control lived well and did not die from cancer, but those
mice without a sense of control quickly died.

The final conclusion of the researchers is: when you use a weak
attitude to deal with adversity, it will lead to depression, and
finally your health is seriously affected!

3) Neurophysiology--Brain Science: To me, it is a myth
that it takes 21 days to develop a habit. A scientist told him
that some habits can be developed almost instantly, such as
touching the very hot stove, because after one touch, you will
never touch a hot stove again, it doesn’t take 21 days at all!

When we learn a new thing, the
cerebral cortex (in our brain) is
the one working. When we
continue to work and learn,

the cerebral cortex will shine
(bright spot). And when we
practice something to perfect

it and form a habit, the bright
spot runs to the basal ganglia
covered by the cerebral cortex.
This place is what we call the
subconscious mind. Therefore, if
we want to change some habits,
or develop a new habit, we must
penetrate the basal ganglia and
let the bright spot run back to
the cerebral cortex, because our
habitual actions and thinking
in the past are all due to the
operation of the basal ganglia.

We do not change because we
are not conscious, so now that
we are awakened, we can change.

Awakening is to re-adjust what
happened in the basal ganglia to
the cerebral cortex and start to
establish a new habit.

Iwill stop here due to space
constraints. In Part 2, I will talk
about how to measure adversity.
Aslong as there are methods

to measure, adversity is not as
terrible (or unmanageable) as we
thought!

Dato Liew Bin
Dy President, MRCA
EENH, ASTEEUDBEEK
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THE VIRTUAL EXHIBITION!

THE LARGEST FOOD & BEVERAGE TRADE SHOW IN
MALAYSIA IS NOW GOING VIRTUAL DUE TO PANDEMIC.
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We are connected internationally...

Our Strategic Partners:

=& | Australia

i. George Georgiou

—
Britain

v - lain Martin

Brazil
Paulo Mauro

Cambodia
Sim Hoy
- Chhoung Sim

. Canada & Africa
] J Perry
¥

Maisonneuve

Canada
Steve Chui

Canada
Andrae Marrocco

China (North)
Alex Xu

China (Western)
Eileen Lou

China (Shanghai)
Joy Gou

China (Chengdu)
Li Weishi

China
(HK/Guangzhou/
Macau)

Norman Cheung

China
(Hong Kong)
Karen Kwan

Croatia
Dr. Ljiliana Kukec

France
Louis Malta-Bey

Finland
Veli-Pekka
Pihlainen

= Germany

Rolf G Kirst

Malaysia
(1)Sest Nee Lim

Portugal
(1)Jose Antonio
Cavaco

Greece

1)Sotiris Yanakaki

(1)Sotiris Yanakakis é Malaysia
(2)Doris Wong
Malaysia

(3)Yau Sir Leng

Hungary
(Budapest)
Tamas Milla

Mexico
Ferenz Feher

India

l' I Srinivas Kona

o
¥
Greece
(2)Kostas
Sarris-Tzamtzis
e

Middle East
(1)Sary Hamway

"’53 Indonesia

Portugal
(2)Ana Martins
Correia

Romania
Constantin Anton

Russia
(1)Ekaterina Soyak

Russia
(2)Vasil Gazizulin

South Africa
Vera Valasis

Taiwan
Lin Ku Yeh

‘ﬂ (1)Feca Hanafi Middle East
- (2Mukesh
i ‘g" Viroomal
Indonesia
(2)Nancy Widjaja Mongolia
: Luvsantseren
ﬁ i Davaadelger
-’-f Indonesia
Roby Tijiptad;
ll-ﬂ (3)Roby Tjiptadjaya L 2 Myanmar

(1)Ko Myo Niang

Italy
Federico Fiorentini
Japan
b (1)Jun Harada

Japan

Myanmar
(2)Hannie Hay

New Zealand
David McCulloch

2)J h H.
(S%irizep Nigeria

Adebayo-Olubi
(3)Kotaro Kohata

ﬂ Oluseyi
1 o

Pakistan
M Naeem Younas

Thailand
- & Sethaphong
F Phadungpisuth
USA

(1)William LeSante

USA
(2)Mark Shieh

USA
(8)Charlie Weeks

'ﬂt ! Vietham

| —' (1)Adrian Leong

Vietnam
(2)Dau Van Huan

Korea

Simon Yoo Philippines
(1)Marvin Q. Da
Silva

Lebanon

Y: Kouatl

aSSErRotaty Philippines

(2)Henry Ong

Lithuania
Severin Zhilinskis
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More strategic partners, all with high integrity in
other countries, will be recruited on an ongoing basis

so as to serve our customers even better.
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ASIAWIDE FRANCHISE CONSULTANTS PTE LTD (AFC)

is one of the most experienced franchise consulting
companies in Asia. We currently have more than 70
franchise and associated offices in more than 50 nations.
In the last 32 years, we have provided professional
consulting services to more than 1300 companies in Asia
to expand locally and worldwide.

With our worldwide network, in-depth knowledge, insight
(our consultants have managed franchise companies
before joining us) and qualifications — e.g. CFE, CMC, CPC
and PMC (Senior PMC), we are able to help clients from
various industries to develop very strategic and effective
franchise packages, conduct incisive franchise audits,

help franchisors find suitable franchisees in various parts
of the world, and to develop various market entry strategic
plans into foreign territories. We also act on the franchisor’s
behalf in executing certain affairs (e.g. training, audit,
termination, etc.). Our sister company Asiawide Trends Pte
Ltd is the publisher of the world’s only English-Chinese
Asia Franchise & Business Opportunities magazine that is
very popular in Asia since March 1994. We are the most
active consulting company in Asia as we participate in over
30 franchise and related shows in Asia every year.

We help our clients to digitalise their franchise system
through our Asiawide Digital Advantage (“ADA”). Our
franchise management system will be deployed with
customized performance dashboards so that our clients
will be better able to ensure standards and manage the
quality of their franchisees/outlets. In addition, franchisors
could also gain better insights into their franchisees’ /
outlets’ financial and operational performance.

We have been awarded many awards, e.g. for contributing to
the growth of franchising by CCFA (China), ACFPT (Taiwan),
ARFF (ASEAN), WALI (Indonesia), EFDA (Egypt), etc.
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We know franchising.

Room 2, 7B Aliwal Street, Chenn Leonn Building
Singapore 199900
Fax: (65) 6743 1139
www.asiawidefranchise.com.sg

0 : @AsiawideFranchiseConsultants
O : @Asia_Franchise
®: asiawide-franchise




Whether you are an established or emerging franchise,
ADA's franchise management system can help you manage
your franchisees, communicate effectively with them and
monitor their performance to help them succeed.

Grow your franchise operations using digitization with
ADA — specially developed for you to ensure a smooth and
seamless business expansion with performance transparency.

ADA stands for Asiawide Digital Advantage™

€) easiadigiad (@) @asiadigiad +65 9622 7369

Contact: Clarence Nah & +65 9622 7369 @ clarence@asiawidefranchise.com.sg
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Singapore’s Best Managed
Companies Award Winner 2021
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Models for a Brighter Future —— KinderWorld

w International Group’s New Strategy

*
KINDERWORLD.

Sime | D8G

he past hundred years have
been a century for the West.
The winds of change are
blowing strongly towards
the East in the last thirty years. With the
rise of China and India, there has been
an international reshuffling of power.
The Regional Comprehensive Economic
Partnership (RCEP) Agreement,
initiated by the ten ASEAN countries
with the participation of China, Japan,
Korea, Australia and New Zealand, has
developed into the world’s largest free
trade economic system in the Asia-Pacific
region. Further, anti-Asian sentiments
against Asians and their businesses and
education in the West has given a further

boost to the momentum of the East Wind.

Sunrises in the East, sets in the West

This has prompted an increasing

number of major Asian companies
to shift their focus to Southeast Asia,
especially Singapore. In particular,

By Dr Chua Chee Lay

comprehensive university. National
University of Singapore and Nanyang

Technological University have also been

parents from China and other Southeast ranked ahead of other top universities

Asian countries who believe in the high such as Yale, Princeton, Columbia, Peking,

standard and quality of education in and Tsing Hua, amongst others, in the QS

Singapore, are enrolling their children in
schools in this little red dot.

World University Rankings.

The Programme for International
Student Assessment (PISA), a

prestigious test sponsored by the

Singapore has developed into one of the
world’s most notable hubs for trade,

finance and education; it has been ranked Crgmmiiion T ieaents Go-

as one of the top five most competitive .
L petitly operation and Development (OECD)

coemoaiEs s moldioreaverlyeE to rank the knowledge and skill level of

by the latest Global Competitiveness

. 15-year-old students around the world,
Report published by the Lausanne
Institute of Management (IMD) in
Switzerland. In 2020, the IMD
ranked Singapore as the
"World’s Most Competitive

Economy” for the second year

has seen Singapore top the list for

many years.

in arow. For the seventh
consecutive year,
Singapore’s Nanyang
Technological
University has
been ranked as the
world’s top young
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There are many reasons for Singapore’s
success in education. Putting aside
political stability and social security,
the Singapore government places great
emphasis on a visionary education
policy, a substantial education

budget and a spirit of excellence that

motivates constant improvement.

“REFFIAFRL —FF
The time is right, & the
geographical and social conditions

are favorable, by Mengzi

With its philosophy of "Eastern Values,
Western Education, Global Citizens”,
KinderWorld International Group

has been able to take advantage of the
world’s increasing internationalization.
With its headquarters in Singapore,

a country with strong international
ties, connections and networking,

KinderWorld has developed various

educational partnerships across the

globe.

‘. i"’*_-

4\ 3

From its inception as a single

childcare centre in 1986 in Singapore,
KinderWorld has gone on to expand
into Vietnam for the last twenty

years, establishing 15 international
schools from kindergarten to high
school, Pegasus International College
and Outward-Bound Vietnam. It has
become the largest foreign-funded
education enterprise in Vietnam, laying
a solid foundation for a deep-rooted

education company.

In view of Singapore’s strategic
location, KinderWorld plans to
establish a Singapore Smart Education
Hub, comprising three international
schools and a training college. It will
also launch the first Chinese Language
Artificial Intelligence Lab (CL AI

Lab) to leverage on the development

of intelligence in advanced digital
technology to develop its own learner-
centered Interactive Learning Modules
(iLLM). The aim of the CL AI Lab is to

help Chinese Language learners master
the Chinese Language with ease and

progression.

A new model for the future

Mr. Ricky Tan, Chairman of
KinderWorld International Group said
that the Group is looking at a strategy
to develop the Chinese education
market by combining Singapore’s
globally-acclaimed education with
China’s rapidly developing talent

development programs.

Some of the Group’s initiatives

include signing a strategic partnership
agreement with Chongqing Bashu High
School, a notable secondary school

in China, as well as the operations of
international schools in the Greater

Bay Area and Hainan Island.

Mr. Ricky Tan
“Winning

the inaugural
Singapore’s
Best-Managed
Companies

Award is a

testament

to our business model, operational
excellence, staff development and
commitment towards sustainability.
Despite the global uncertainties

and challenges in the business
environment, we remain confident
of our journey ahead and look
forward to identifying more business

opportunities in the near future.”

For enquiries,
enquiry@kinderworldgroup.com
Hotline: (65) 6392 3850
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KINDERWORLD
wris INTERNATIONAL GROUP

WINNER OF BEST MANAGED ey ﬁmn
COMPANIES SINGAPORE T

VPANIES

KinderWorld International Group Ltd ("KinderWorld") and its subsidiaries form the largest owner-operator of foreign-invested international
schools business in Vietnam. The first childcare centre started operations in Singapore in 1986 and with years of extensive experience,
KinderWorld then ventured into Vietnam in 2000.

KinderWorld provides education services for students from 18 months to 18 years old through three brand names: KinderWord International
Kindergarten, Singapore International School, and Singapore Vietnam International School. Its footprint within Vietnam has grown to 15
schools in cities such as Hanoi, Ho Chi Minh City, and Danang. With over 35 years of experience in the Education sector, KinderWorld is
seeking to expand ils presence.

KINDERWORLD INTERNATIONAL KINDERGARTEN

We are focused on developing children's socio-emotional skills and building a strong foundation o nurture the learning capabilities for our
young learners. Qur curriculum promotes environmental awareness, personal and social awareness, thinking and creativity, computer literacy
and development of molor skills.

SINGAPORE INTERNATIONAL SCHOOL (K-12)

We offer Singapore and international curricula for our students, including STEM and Sustainability principles. We partner with Outward Bound
Vietnam for our students to embark on experiential outdoor learning, leadership and teambuilding programmes.

International examinations that we conduct include:

+ The Singapore Intermational Primary School Examination (iPSLE)

+ Cambridge International General Certificate of Secondary Education (IGCSE)

+ Cambridge A Level

+ NCC Education Level 3 International Foundation Diploma for Higher Education Studies (L3IFDHES)

Our affiliated education entities:

PEGASUS INTERNATIONAL COLLEGE
(VOCATIONAL & HIGHER EDUCATION)

Pegasus International Colleges in Vietnam offer Hospitality, Tourism and Culinary Arts, and Corporate Training with international Curriculums
based on the Australian and ASEAN Qualitifcations Framework. To date, over 22700 students have been trained since 2011. Pegasus
International College in Singapore is a registered Private Education Institution and offers Diploma in Business Management and Diploma in
Education, on top of corporate training programmes for companies.

OUTWARD BOUND VIETNAM

(OUTDOOR EXPERIENTIAL LEARNING)

Cutward Bound Vietnam (OBV) is a member of Outward Bound International — an outdoor experential education organisation founded in 1941
and with a global presence in 35 countries. OBV partners with schools, Institutes of Higher Leaming and corporates around the region to
develop leadership, leam-building and communication skills through experiential leamning and build awareness for environmental sustainability
among participanis.
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