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1. DEFINITION OF THE ASIAN ZONE 

There are 28 Countries/protectorates taken into consideration for the Asian zone. The Arab states 

are included as they have much greater economic ties to countries such as India, Singapore and 

Hong Kong than they do to their immediate neighbours in Africa and Eastern Europe. 

I have clustered the zone into 6 regions covering the 28 countries, and there is a potential for over 

100 licences within the zone.  

The zone has a population of 3.9 billion with most of the zone being termed LDC (developing), the 

urbanisation levels in these areas is at an average rate of less than 30%, compared to an average of 

75% for the high income countries of the zone (Japan, Singapore, Hong Kong etc). 

The upside and the key statistic for real estate companies moving into the zone is that the annual 

rate of urbanisation in the LDC markets is between 2-5%, making them the fastest growing urban 

markets in the world over the next 20+ years. 

Rapid change in the rate of urbanisation is the key driver for real estate development along with the 

increasing wealth of the population. As people move from rural homes to the cities they gain 

productive work pushing up the GDP and putting pressure on the base of the housing demand 

pyramid. 

Another key statistic to look at as a driver for future real estate demand is the average household 

sizes. In the LDC markets the household sizes are generally very large at 5+ PPH (persons per 

household), as the markets mature and gain wealth this number drops very rapidly giving another 

wave of demand. 

The two key markets are of course mainland China and India, which between them they have almost 

70% of the entire population of the zone.  

If you look at the statistics for China you can see where India is headed. In 1990 the urbanisation 

rate in China was at 26% (India is now 30%), today in China it stands at 52.6%, and it is predicted to 

reach 70% by 2035. 

By 2030 India is predicted to reach an urbanisation rate of 41%, meaning an extra 120-140 million 

people will live in its cities and need housing. 

GDP per capita is rising in the region with China moving ahead quickly, and at $7,158/person now 

more than double India.  

There is also a great disparity in the region in so far as concentrations of wealth. The top 12 of the 28 

countries are now between 50% and 100%+ of the US per capita GDP ($53,000). 

At the bottom end there are 11 countries with per capita GDP of less than $5,000. This group 

accounts for 2.2 billion people, or 56% of the region’s population. 

What these figures show is a large forward growth curve in the region with a huge on-going demand 

for urban housing in coming years. 
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COUNTRY POPULATION 
GDP (USD)          
PER HEAD 

 China 1,357,379,000 7,518 

 India 1,257,476,000 3,339 

 Indonesia 248,731,000 4,394 

 Pakistan 183,936,000 2,789 

 Bangladesh 154,514,000 1,600 

 Japan 127,350,000 32,817 

 Philippines 98,000,005 3,725 

 Vietnam 89,702,000 2,793 

 Thailand 67,357,000 8,643 

 Burma 62,342,000 1,197 

 South Korea 50,394,000 30,200 

 Malaysia 30,476,000 14,603 

 Saudi Arabia 30,193,000 23,742 

   Nepal 27,224,000 1,250 

 Taiwan 23,344,000 34,743 

 Sri Lanka 20,462,000 6,200 

 Cambodia 14,572,000 2,000 

 United Arab Emirates 8,659,000 36,973 

 Hong Kong  7,193,000 46,069 

 Laos 6,581,000 2,435 

 Singapore 5,437,000 57,238 

 Oman 3,942,000 26,197 

 Kuwait 3,852,000 38,293 

 Mongolia 2,859,000 3,727 

 Qatar 1,917,000 88,232 

 Bahrain 1,546,000 37,200 

 Bhutan 728,000 5,600 

 Macau 593,000 59,451 

 3,886,759,005  

Chart Showing County, Population and Per Capita GDP  

http://en.wikipedia.org/wiki/China
http://en.wikipedia.org/wiki/India
http://en.wikipedia.org/wiki/Indonesia
http://en.wikipedia.org/wiki/Pakistan
http://en.wikipedia.org/wiki/Bangladesh
http://en.wikipedia.org/wiki/Japan
http://en.wikipedia.org/wiki/Philippines
http://en.wikipedia.org/wiki/Vietnam
http://en.wikipedia.org/wiki/Thailand
http://en.wikipedia.org/wiki/Burma
http://en.wikipedia.org/wiki/South_Korea
http://en.wikipedia.org/wiki/Malaysia
http://en.wikipedia.org/wiki/Saudi_Arabia
http://en.wikipedia.org/wiki/Nepal
http://en.wikipedia.org/wiki/Taiwan
http://en.wikipedia.org/wiki/Sri_Lanka
http://en.wikipedia.org/wiki/Cambodia
http://en.wikipedia.org/wiki/United_Arab_Emirates
http://en.wikipedia.org/wiki/Hong_Kong
http://en.wikipedia.org/wiki/Laos
http://en.wikipedia.org/wiki/Singapore
http://en.wikipedia.org/wiki/Oman
http://en.wikipedia.org/wiki/Kuwait
http://en.wikipedia.org/wiki/Mongolia
http://en.wikipedia.org/wiki/Qatar
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http://en.wikipedia.org/wiki/Bhutan
http://en.wikipedia.org/wiki/Macau
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2. OVERVIEW OF THE HISTORY IN ASIA FOR BRANDED PLAYERS 

The only residential franchise player that has had a serious tilt in the Asian market to date is C21. It 

has a publicly listed entity (on the NYSE) operating the brand nationally in mainland China (full stats 

on my web portal www.alexandermoore under briefing papers) as well as a JV between its Canada 

master franchise and a local Taiwan based company that currently operates licences in Taiwan, Hong 

Kong, Indonesia, Japan, and Singapore (with additional rights for South Korea, Macau, Vietnam, 

Brunei and the Philippines). There are also rights sold for Japan, Thailand and India to separate 

operators. 

The China business of C21 is now in its 14th year of operation and there has been an investment 

estimated to be north of $325 million. For the 2013 financial year the business lost $13.7m, the year 

prior $9.4m and the 2011 year a loss of $54.7m. They currently have a total of 930 offices (260 

company owned and run) spread over 24 regions, with a gross fee income of $145m per annum. 

Their franchise network returned the National Franchise Manager a gross income of 

$2,985/store/annum in 2013, so assuming around 20% of this was repatriated to C21/Realogy, they 

have a gross income from the franchise operations in China of $400,000 for the year (+$230,000 in 

flow through royalty income from the company run stores). 

After a failed start in India with its original licensee C21 has now partnered with local outfit 

Alchemist Realty. Whilst they have a corporate presence they don’t appear to have actively started 

operations.  

They are strong in Indonesia (15 regions and around 1,500 staff), Japan (560 offices), Hong Kong (120 

offices) and Taiwan (263 offices). 

The C21 Asia business is controlled from the New York based Realogy offices. 

In 2012 RE/MAX sold franchise rights for China including the Mainland, Hong Kong and Macau. The 

brand has been in India for a number of years.  RE/MAX currently have 9 countries in the region and 

hosted their first annual RE/MAX regional summit in Hong Kong late in 2013. 

The India business of RE/MAX was licenced in 2007 and had reached a peak of over 100 offices 

before falling back to its current position with 60 offices spread over 21 regions. They are marketing 

for regional licensees in an additional 10 regions and have a Head Office staff of 10 + 3 members of 

the Master Franchisor family. 

RE/MAX manage their operations in the zone out of their Denver US Head Office. 

Ray White has had a strong network in Indonesia for some time and in 2013 set up a regional hub 

office to manage their Asian business out of Hong Kong.  

They had a brief foray in India but the initial licence folded, there appears to have been a new 

appointment since this time. They have 130 offices in the region with the vast majority of these in 

the Indonesian market with small operations in Singapore and Hong Kong and licences issued for 

India, Korea and Malaysia.  

LJ Hooker has been working in the zone for a number of years with franchise licences in Indonesia, 

China, India, the UAE, Japan and Korea. More recently licences have been issued for Malaysia, 

Singapore and Thailand and fresh regional licences are being offered in China. 

http://www.alexandermoore/
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The company has enjoyed mixed successes in the zone, with a 14 year old and strongly growing 50 

office+ network in Indonesia, a strong multi office network in the UAE, in India a good transactional 

presence in South India but only 11 franchise licences spread nationally (from a peak of 30), and 

China mainly used as a portal to take investors into the Australian market. Hong Kong has operated 

for around 20 years and there has been mixed results from forays into Japan, Korea and Vietnam. 

Recently the company has taken a much more proactive view of its Asia business and this has seen 

growth of the existing operations as well as a number of quality new licences granted. In contrast to 

the staffing numbers of RE/MAX in India the LJH (and Whites) operations in Indonesia are staffed at 

almost one staff member per franchisee. 

Management of the LJ Hooker Asia business is handled from its Australia headquarters in Sydney. 

Realogy brands (other than C21) have a mixed presence in Asia with Sotheby’s having a presence at 

the top end of the market with a regional hub office in Hong Kong. Coldwell Banker and ERA have 

presence in some markets, in Singapore ERA is particularly strong with over 6,000 sales staff, 

likewise in Japan they claim 500+ offices, and in Indonesia they are at similar numbers to White’s at 

around 150 offices. 

Most of the branded global commercial players are in the residential markets in the zone with 

Colliers, Cushman & Wakefield, JLL, CBRE, Knight Frank, Savills etc. They tend to work in a limited 

fashion from their corporate client bases and are generally confined to the central areas of the key 

cities and to high end and Project Marketing transactions. 
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3. WHAT HAVE BEEN THE PROBLEMS IN ASIA TO DATE 

Those companies that have treated Asia like a simple extension of their own mature markets have 

learnt that this can be an expensive lesson. 

Asian markets are generally fragmented, immature and unorganised. The main competition the 

organised branded sector faces is not each other but the market structure and dynamic. The lack of 

organisation in the sector creates huge inefficiencies that slows transactional rates down and adds 

costs at virtually every step. 

There are 3 key areas I would identify that have created problems for the brands to date; 

1. Firstly the structure of the relationship between the parent brand and the final franchisee 

office owner. 

2. Secondly the issue of audit control and payment collection (at every level of the operation). 

3. And thirdly a means of getting functional operating systems and processes to the coal face 

so that the offices get some transactional efficiencies and can start to dominate the non-

branded players in their local markets and build the brand equity.  

These markets whilst large are very much locally controlled, and to use the Indian example the 

market is more like Europe than the US. Every state has its own culture, language, food, and more 

importantly its own and unique Real Estate market. 

If we look at the RE/MAX history in India you have a National Master Franchisor who also owns one 

of the regional markets (the key NCR/Delhi region). They have been successful in selling 

states/regions across India but have been less successful in growing those regions and managing 

them.  

One of the problems is that the regional licensees see little value in the local ‘Head Office’. They tend 

to think they know more about their market place than the national office and they also prefer a 

direct relationship with the parent brand – they believe this is where the expertise lies and this is the 

level that they want to be plugged in at.  

The value of the prestige associated with a direct relationship to the parent brand rather than 

through a local National Manager should not be underestimated. Asia is very much driven on 

relationships and prestige, what is possible for the parent brand to achieve is not necessarily 

possible for a local Manager. 

The second point is audit control and payment. This is a significant problem for all the existing 

branded players and one that needs a holistic solution. 

The problem of non-reporting of sales and income is at every level. The offices have a huge problem 

with sales staff doing deals ‘off the table’ and not declaring the income, the master licensee has 

major problems getting offices to report figures and pay royalties, and then the Parent Brand has 

trouble collecting from the master licensee due to their lack of payments from below. It’s a vicious 

cycle that has to be fixed from the bottom up. 

In most of Asia there are little or no regulations or legislation in regards the way a transaction is 

processed and registered. The concept of licensing of the participants and of having escrow/trust 
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accounts for deposits is largely unheard of and even the registration process for the transaction is 

basic at best, with poor electronic records making proper auditing impossible in most markets. 

Every player has suffered from this and until you fix it the model simply can’t work. The first step is 

to give the office network the tools to manage and control the fee income into their office, they 

need processes and systems that minimise their risk and allow them to manage and audit their staff. 

If the franchisee office systems are properly set up this then provides the natural platform for the 

regional licensee to manage and audit their office network, and by default allows the Parent Brand 

to check and audit the income at a regional licensee level. 

The other obvious point is that you must have a minimum monthly fee base for the offices to the 

regional license holder and also from the regional to Parent Brand. A minimum fee (rising over the 

term of the agreement) ensures basic compliance and also makes sure the other side has incentive 

to operate and grow the business. 

The third point is getting the operational capabilities of the office network up to speed, and this can 

be a lot more difficult than it seems. You are faced with markets that are most often extremely 

unorganised where the local operators work in a completely unregulated environment. 

Most of these markets are very immature and they are nearly all requirement driven rather than 

stock driven. There is often little or no paperwork between the seller/landlord and the agent, with 

the rental and resale markets opaque with minimal marketing. 

The Parent Brand has to provide the Regional Master Franchisor the tools to be able to bring a low 

skilled local office to a basic level of structure that allows it to capitalise on the brand and track its 

business. 

Project Marketing of primary stock can also be a good opportunity for branded networks to control 

stock and leverage the power of their brand as this area is generally more structured and more 

easily controlled by the agent. 

The basic requirements for an office are a quality operating system with localised paperwork, a 

strong but simple and user friendly CRM system, an integrated web portal plus marketing and 

training support. 
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4. NATIONAL OR REGIONAL LICENCES ? 

The models used to date in the Asian zone have basically been one of the following two options; 

1. A National Master licence that then licenses direct to individual offices in each state or 

region with limited (remote) input from the Parent Franchisor/Brand. The Licensee sells the 

individual franchise licenses and then supports them.  

As an example this has been the model of LJH in India and Whites and LJH in Indonesia, Hong 

Kong etc.  

Generally the franchise office will pay a fee of around 8% to the Master Franchise of which 

20% passed through to the Parent Brand (a flow through of 1.6%) 

This model works in smaller markets but in larger markets the Master Franchise is too 

remote and removed from the marketplace of most of the offices. There becomes a 

disconnect between the franchise office and the brand, as well as the quality and 

consistency of training and customer service delivery.  

 

 

 

 

 

 

 

 

 

2. A National Master licence with Regional/State Master licences underneath the National 

Master Franchise. The Parent Brand provides limited (remote) support to the National 

Master Franchise who provides the support and mentoring to the state/regional Master 

Franchises, who in turn provide it to their office networks.  

This model is as worked with RE/MAX in India and C21 in China.  

On a financial level the franchised office usually pays 8% to the Regional Licensee, 20% of 

this is passed to the National Master Franchise (1.6%), and 20% of this passed to the Parent 

Brand (0.3%) 
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There is a third option that I believe makes more sense from an operational standpoint as well as for 

both income and enterprise value to the Parent Brand.  

In this model the Parent Brand issues and deals directly with the regional licensees in the zone. In 

Asia this will often align with a national licence (15 cases) but in the larger markets (13) where the 

vast majority of licenses and income are, it means that the Parent Brand controls the national 

market  through a series of State/Regional licenses with up to 95 separate license agreements in the 

Asian Zone (57 of these in China and India) – see section 5.  

With this model the income stream is 8% to the Regional Master Franchise, with a 20% flow through 

to the Parent Brand, being 1.6% of the office level income.  

A State/Regional licensing system will allow the Parent Brand to deal with individual regional 

operators who have strength in their particular market. It will allow them to ; 

 Have much greater local expertise and a faster and harder roll out in each region. You 

avoid the problem of the national rollout being too cumbersome and unmanageable by 

having regional operators responsible only for the market that they’re already familiar 

with.  

 Have multiple players in the markets simultaneously building the brand. There will be a 

much greater synergy and sense of purpose as well as a far better brand penetration 

and recognition. 

 Reduce the risk associated with licensees not performing. At the end of the day it’s a 

numbers game and you’re going to licence some non-performers that will need to be 

changed over time. By having a larger base of operators you diminish the risk. 

 Gain a more stable initial income stream to fund the support that will be required. 
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5. OUTLINE OF A REGIONAL HUB STRUCTURE 

The below chart shows the Asian Zone split into 6 regions with potentially 110 regional licenses. The 

index rating is based on the average population per regional license x per capita GDP – the higher 

the number the greater the potential income per region (and the higher the initial licence fee).   
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For those companies already looking at this style of Zonal Hub it’s easy to see from the below map 

why Hong Kong has been the preferred destination for their operational bases. It sits geographically 

close to the centre of the zone, is adjacent the major market of mainland China and close to the high 

value markets of Japan, Korea and Taiwan (as well as its own). 

It is also a major regional air hub so flights into each of the regional markets are direct, frequent and 

inexpensive. As mentioned earlier it is imperative in Asia that you can close business face to face, so 

having quick accessible air transport is vital. 

Hong Kong also has a good labour pool and whilst not the cheapest destination it allows you to build 

and run a small high quality zonal team. 

The alternate position for a zonal hub would possibly be Bangkok, a cheaper option but more 

removed from the strong Eastern China markets and the wealthy North East Asia markets. 

 

 

  

Option 1 
Hong Kong 

Option 2 
Bangkok 



Setting up a Real Estate Franchise Network in Asia 
 

13 | P a g e  
 

6. INCOME STREAM TO  A REGIONAL MASTER LICENSEE 

The core income streams to the regional licensee are ; 

1. Initial license fees for the sale of individual office franchise agreements.  

2. Minimum Royalty fees per month 

3. Performance based additional royalty fees 

Additional streams of income can be generated from ; 

1. Training fees 

2. Research 

3. Design and marketing support and media rebates 

4. In house transactional business if a model corporate office is set up 

5. Turnover of non-functional offices for new licensees 

In Asia the sign on fee for a franchisee has generally been at an average rate of around $10,000 with 

discounting as required for better quality operators. Early joining discounts particularly for the few 

good quality local unbranded players can be a smart move. 

In some of the stronger markets in the high GDP countries/regions it may well be possible to have 

significantly higher joining fees. The joining fees can also be increased as the brand gains numbers 

and presence in the market. 

In regards the on-going royalty fees it is imperative that there is a minimum royalty fee base in the 

office level agreements. Auditing is a major issue in the early stages (the costs of having it done 

properly are too great compared to the income), so a minimum fee ensures the regional cash flow 

and lessens the risk associated with non performing offices. It also makes the issue of termination 

for non-performance a lot simpler as there does not need to be any provable non-disclosure of 

income. 

As the network grows and matures the regional licensee should end up with at least 50% of his 

offices paying performance royalty fees. For the charts and calculations on the following page the 

regional income from performance royalties has been shown at nil.  

Training income is difficult to obtain in the early stages of the license (first 5 years) but the 

experience of LJH in India has been that fees from media rebates and research can be significant. 

In regards the research the Parent Brand can supply a template report and overseeing Research 

Coordinator and the regional operator needs only to employ one qualified researcher and allocate 

some hours for tele canvassing for data collection. In India LJH publish once every 6 months and this 

generates a huge amount of editorial as well as a subscriber income and of course a client base of 

developers and builders. 

A number of regional licensees will also want to run their own transactional business under the 

umbrella of the franchise. This can create some tensions in regards crossover of clients and 

customers but it can also be very useful at proving the operating system and controlling the core 

market and managing the corporate side of the business. LJH in India and C21 in China run this 

model. 
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The chart below is the income projection for a region over the first 5 years. It shows a very 

conservative build of franchise stores, on an even spread after a 6 month set up period. 

The average regional size was arrived at by taking the urbanised segment of the population and 

working on a base of one office per 250,000 of this number. Based on this you have average regional 

sizes of 63 offices. The four most populous countries (making up 74% of the total numbers) range 

from 71-88 offices per regional license.  

There has been no income taken for performance royalty from an office and the base minimum 

royalty has a starting point of 3 months free set up, followed by the balance of year one at 

$200/month, year two at $300/month, year three at $400/month, year four at $500/month and 

years 5 and beyond at $600/month, so $7,200 annually per store in year 5.  

 

 

 

 

 

 

 

 

 

To gauge a broad idea of what the average fully mature region would return I’ve taken the basic 63 

office region with a 10% turnover of offices per annum and a minimum royalty fee base only. Net 

income into the region at this level would be around $410,000 per annum.   

Joining Fees 80,000 1,80,000 1,30,000 1,20,000 1,20,000 6,30,000

Minimum Royalty Payment 2,400 36,600 98,400 1,73,100 2,74,700 5,85,200

% Royalty Payment 0 0 0 0 0 0

Total  Income for Region 82,400 2,16,600 2,28,400 2,93,100 3,94,700 12,15,200

Royalty Due to Parent 16,480 43,320 45,680 58,620 78,940 2,43,040

Net Income for Region $65,920 $1,73,280 $1,82,720 $2,34,480 $3,15,760 $9,72,160

Software Fees  Due to Parent 3,000 21,420 43,450 62,100 82,080 2,12,050

New Offices 8 18 13 12 12 63

Total  Offices 8 26 39 51 63 63

Years 1-5
Regional Franchise Area 

Income Projections
EOY 4 EOY 5EOY 1 EOY 2 EOY 3

Joining Fees

Minimum Royal ty Payment

% Royal ty Payment

Tota l  Income for Region

Royal ty Due to Parent

Net Income for Region

Software Fees  Due to Parent

New Offices

Tota l  Offices

Mature Point Notes

60,000 6 replacenment offices per year

4,53,600 63 offices at$600/mth

0 No excess % calculated

5,13,600

1,02,720

$4,10,880

90,720 63 offices at $120/mth

6

63
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7. INCOME STREAM TO THE PARENT BRAND 

By running a direct relationship between the Parent Brand and the Regional Master Franchise 

(through a zonal office) the Parent Brand has a significant income advantage over the appointment 

of National licensees, basically 1.6% of the regional fee income as opposed to only 0.32%. 

For the parent brand there are really two issues that matter; the brand build and the net income 

stream into the parent P&L.  A fast growing footprint in the world’s biggest markets can have a 

significant effect on the Parent Brands stock, as the market will factor the future income and the 

future value of the Brand in these large growing markets.  

The figures that have been calculated have been worked from the base up, with the matrix starting 

with the urbanised population then taking that population at its widest manageable base at an office 

level (1 office : 250,000 urban population),  the regions are then arrived at through a combination of 

local market dynamics and population. The larger markets that are the major growth areas for the 

future are between 70-90 offices per region at the 1:250,000 urban population ratio.  

There are two other factors that will affect the achievable licence price for a region. 

Firstly the GDP, if we assume China is a par value at a GDP of 7,500 then India is at a significant 

discount and the richer nations/regions such as Singapore, Japan, Malaysia etc will be at a large 

premium.  

The second consideration is the growth rate of urbanisation. Basically this works in reverse to the 

GDP, the wealthier nations are generally fully urbanised and therefore have no growth while 

countries such as India are looking at exponential urban growth, with rates in the developing 

markets of 2.5-5%.  

The income streams to the Parent Brand are ; 

1. Initial license fees for the sale of Regional Master Franchise rights.  

2. Portion of office sign up payments 

3. Software maintenance and licence fees (paid per month) from offices 

4. Portion of minimum royalty fees collected per month 

5. Portion of performance based additional royalty fees 

Additional streams of income can be generated from ;  

1. Training fees 

2. Turnover of non-functional regions for new licensees 

The income stream per region would be as per the below chart, plus the licensing fee for the region 

which is aprox $200,000. At the ‘mature’ point each region would contribute aprox $194,000/annum  

 

 

 

  

Royalty Due to Parent 16,480 43,320 45,680 58,620 78,940 2,43,040

Net Income for Region $65,920 $1,73,280 $1,82,720 $2,34,480 $3,15,760 $9,72,160

Software Fees  Due to Parent 3,000 21,420 43,450 62,100 82,080 2,12,050

Parent Brand Income 19,480 64,740 89,130 1,20,720 1,61,020 4,55,090

New Offices 8 18 13 12 12 63

Total  Offices 8 26 39 51 63 63

Years 1-5
Regional Franchise Area 

Income Projections
EOY 4 EOY 5EOY 1 EOY 2 EOY 3

1,02,720

$4,10,880

90,720

1,93,440

6

63

Mature Point
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LICENSING INCOME – This chart shows some basic parameters for licensing income in the zone with 

individual regions ranging in sale value from a low of $50,000 to a high of $300,000. These numbers 

are in line (or at a discount) with past results in the region.  
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OFFICES PER REGION – This chart shows the number of offices per region at the 1:250,000 urban 

population ratio. It also shows regional licenses per country, licensing fees plus urbanisation and rate 

of change.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The broad brush numbers for the zonal income for the Parent Brand are ; 

 Potential licensing fees of $20.35 million 

 Annual fees of aprox $195,000/annum/region at the mature point of each region 

 Plus performance royalty payments,  re-signing of regions, training fees etc 
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8. RISK ANALYSIS 

I have spit this basic risk assessment into 3 areas ; 

1. Regulatory risk 

2. Market risk 

3. Capital risk 

REGULATORY – Certainly when you deal in Asia you need to bear in mind that government policy is 

often obscure, illogical and can even be retrospective and sometimes punitive, particularly against 

foreign interests. 

Vodafone are fighting a billion dollar tax case in India that arose out of retrospective legislation,  

they have had to take the matter to the Supreme Court (which they did and won) and are now 

fighting an appeal by the Indian Tax Office. Many Asian countries do not recognise Trust Accounts 

and the like and will treat monies taken into these accounts for clients as income, giving a range of 

taxation implications to the local office.  

Most countries in the region are now relatively investor friendly and allow businesses located within 

their domains to expatriate funds to foreign Parent Brands without too much difficulty.  

Hong Kong is also a preferred zonal head office because of its well-structured tax, financial and legal 

frameworks. 

Legally challenging local Regional Licensees for breach of their license conditions is normally straight 

forward and generally the courts in these jurisdictions will support valid agreements. Protection of 

Brand usage and IP rights can be harder to enforce. 

MARKET – As explained in earlier sections the markets are extremely unorganised and in the main 

populated by entrepreneurs with low skill sets and a ‘quick buck’ attitude. 

Managing the Regional Licensees is challenging and requires quality operating systems and good 

follow up, training, monitoring, and management. It is likely that there will be a large turnover at all 

levels; office staff, offices, and Regional Licensees. 

The Real estate markets on the other hand are dynamic with huge demand and growth in the vast 

majority of regions. In past papers and presentations I have described the Asian markets as a 

‘Demographic Tsunami’ and I think this is an apt description. 70-80%of the zone has urbanisation 

rates that are between 2-5% and in India alone the population increase is over 20million people per 

annum. 

Markets are also subject to abrupt changes brought about through government policy aimed at 

cooling inflation. China and India have seen this in recent years. 

CAPITAL – the capital risk is really very low in relation to the upside. The Zonal Head Office needs 

initially only one senior expat, a quality EA and a few good local staff (accounts and admin etc). As 

the regions build the Parent Brand can start to engage the additional staff required in operations, IT 

support and training.  

A great deal of the required long term delivery can be done via contract arrangements in the local 

markets. This could cover audit and compliance, training and some IT services.  
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9. CONCLUSIONS 

The Asian zone is the last frontier for the branded real estate sector. It has the largest markets, the 

fastest growth, and the highest end user demand. This coupled with an extremely low base in the 

organised transaction sector makes it a ‘must be’ destination for all the major brands. 

The trick is to have a format that allows you to organically grow your business in a way that provides 

a stable base for long term growth, and is fast enough for your corporate investors and balance 

sheet. 

Quick marketing driven solutions are not necessarily the best path to take. This model has large 

upfront costs and it can leave a very weak foundation that makes growth difficult, and the chances 

of failure high. 

There are a number of models in operation now and it is more than likely that the leading players 

will end up in a combination of the various formats within the zone, sometimes due only to earlier 

decisions and obligations that can’t be unwound.  

The market conditions today are probably as good as they are going to get for brands to start their 

roll outs in the zone, and the quicker they enter the market the sooner they can establish some 

presence and brand equity. It is undeniable that there is a first mover advantage and the early 

players in the market with a workable format will reap the rewards of this over the longer term. 

 

 

There are a couple of Chinese proverbs I particularly like that address the two main requirements 

needed in the Asian Zone…… 

Patience  : “With time and patience the mulberry leaf becomes a silk gown” 

Persistance : “The man who removes a mountain begins by carrying away small stones” 
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