


KITCHEN CONCERNS: Burger King franchisee Juan Cruz doesn't like some changes the
parent company has come up with, including a radical revamping of the cooking process.

Some BK
franchisees
fear costly
redesign is

way to get rid
of the weak

delivering a fresher product-as Burger
King has done for years.

"I went to a new McDonald's, and
it's exactly what we have today," Cruz
says. "This makes no sense."

Burger King, for its part, says its
new kitchen design will produce high­
er-quality food, shave off seconds each

step in the process and make a more
efficient use of labor.

"We need to be the restaurant of
choice," says Burger King spokes­
woman Kim Miller. "And that's not just
great food but also a great environment."

But there are other uncertainties,

parlicularly with regard to costs.
"Franchisees are apprehensive

about how much it will cost them," says

Beverly Jeremik, marketing vice presi­

dent for Southern Industries Corp.,
which controls 37 restaurants in the
Jackonsville area. The changes will

modernize and enhance Burger King,
she says, but "we really don't know yet

what this is going to mean in concrete
dollars and cents."

Burger King's Miller declines to

cite any cost estimates, saying those
figures aren't finalized. Burger King,

she says, is still working to bring down
the per-unit cost of building a new
kitchen as it tests the concept at 43 cor­
porate-owned stores in Orlando. Slated
for completion by the spring of 2000,

that test mar~et also is supposed to
yield figures on sales increases as a
result of the new changes.

Whatever the costs, "we believe the
brand is worth it, "says Miller, adding
that the company will factor in the costs
somehow so that franchisees can reap
benefits from their investment.

Miller also said the company will
roll out some less costly components
first, such as the changes in the drive­
through window.

What will be contentious is agreeing
on whether the required investments
will financially benefit every fran­
chisee, say some observers. With an
average meal ticket of about $4, an

average restaurant would have to sell an
additional 342 meals each day to raise

annual sales by $500,000 a year-from
$I.l million to $1.6 million, as is the

company's goal.
Robert Zarco, name partner in the

Miami law firm Zarco & Pardo, which

represents Burger King franchisees
throughout the country, says Burger
King should demonstrate that the

required investment will make commer­
cial sense in every instance, or other­

wise offer some form of financial assis­
tance, such as a subsidy or a reduction
in royalties, to make the investment
financially worth it for franchisees.

Then again, Burger King may be

looking to weed out its financially

weaker franchisees. ~he company
acknowledges that it will seize on a
timing opportunity: Many of its 20­
year franchise agreements soon will
come up for renewal. "Certainly, we
will be mandating those changes to
renew those agreements," Miller .says.

Says Zarco: "There's no question
that Burger King will use this to weed
out the less wealthy operators. It's a
way of identifying who will continue to
follow Burger King's leadership."

Meanwhile, Steve Lewis, president
of Burger King's National Franchise
Association, said he hopes the group's
involvement in developing and testing
the new concepts will result in a
smooth rollout, in which franchisees'

interests are protected. "We want to
make sure that everything we do has a
legitimate return on our investment," he

says.
But not everyone is so optimistic,

including Robert Hakimianpour, who
with different partners co-owns 40

Burger Kings in California and Texas.

His prediction? "They will force it
down franchisees' throats."


