




FRANCHISE OPPORTUNIT ES

The I UC f anti ipatcd earnings is
tl ky }\nd ir's a hard aero win. You're

berter r hiring an accounralll ro pore
over the figures and al ulate average sales
for ou ~tore you bur In.

JUST THE FACTS
FranchISees thmk the),' re safe because of

a imple. federally mandared documenr
..: lied the Uniform Franchise Of erlng
.ircular or UFOC Under the FT s

Franchi c Rule. prospective franchi ecs
must receive the cir lar. a omprc.'hen ivc.'
husine s document. ar least) days ber re
igning any final conrract or paYing anv

mone r a franchl~or.

The do umen( dc nbcs thc cosrs of
buying a franchis , uch as initial depo 1£5.

(ran chi e fee and c SIS f, r initi.1l invento­
ry, equipment and d\'ertl Ing
Unfortunately, rhal', where m t
pro,peeuve randll.ee' q pre. dll1g.

For fr,wdlisct:s. Iht: mosr u cful III r·
m.Jllon ;1 ill lh~' b.1 k f tit,· p. ml hie••
where il Jlscl~l~es whether rhe fr n hi r
ur n\" 0 1[, t:xcculive 0 fi crs have been
(n\,I(I~'d f t ·!tln,c Involving, raud,
fr.tnChlS~ 1.1" v,ulatiom or unfair or decep­
lln~ pr,l([J c;,. Tht: liF ' ai a indicates i
.m\ ke\' lndl\'1Ju.lb ha\'e been found liable
in d 1.1\ il .Inion Involving the fran hise
relJl1 mill

quail\' 1111ptHI.lnt. the UFOC should
Iisl \.urrCnl and turmer ranchisees, "Ger
rhl Ii r:' Olln ..ds -lHOrne\' Zar o. "Then
whoever the\' tdl you 10 contact, call the
0PPO~IIt' people. ~ 'al Gomez, a Merry
• lalds r.lnchl e,' in \X'appinger Fall.

Y.. We r air I 0 much dirry Idundry
about h,s lranchise. hut he does admi. th. t
he Llmld ha\'e aVOided some strife had he
oiled hi pn~rs. ~I knew I wanted lhl~

busines, anJ rese.uched the finan 1l1g. p rl

ot" rhe deal I -ailed ab Ul ~I fram.hl cc
l-our skipped \'Jsillng C ISlIng 10 all n .
That wac. dehnneh .1 ml take..

It's wise. laO, (U delcrmlne how many
franchIses 3rc Lurremk opcrartng. .At. pool
of franchises in r' ur area ma\' mean sliff
comperiuon, A numbel lerminated,
canceled r nUll-renewed r. nchi es pc:1I
rroubk Be ;lW,lr dUI. me mpal1lt:, If)
[0 concca.lthe numhcr uf (ailed r. nchl es
by repurchasing outlet and [hen !.sting
them. Lompany-owned. Find ClUI who
Ih r rrncr owner were ,md II them I

If you buy. n eXI ling ullet, k the

franchisor abOUI previous owners and the
lime period in which lhey owned it.
Beware of any franchise rhat h een it
share of oWJ1~r come and g over hort
pcnod of lime. Thi could mean thaI the
location isn't profitable or rhe Franchi or
hasn't provided that outler with promi ed
crvI es.

JOHN AND JANE HANCOCK••.
NOT SO FAST

Before y u sign on the dotted line.
m, ke ur(' y u renegoliate the ontract.
"\,\'hen the franchi or tells you thar the
c ntraCI can nor be changed, lhey're
Inng." says Harold Brown, a Boston­
b ed fr:Jn~hise :Jltorney with a namesake
Irm. "The e holier-than-thou guys arc

Ise OSURE

always lying. and the 're laughing like
hell:' say. Brown.

For the record. the franchise COntract
has been penned for the prOlection 0 the
seller or franchisor. N the buyer. 'ou
must look our for our own 1~1reres(s.
Roben Purvin. preSident 0 the an

iego·ba cd Ameri an As i:llion of
Franch i e and Dealers. says. "The
.c;soClati()n ha.\ turncd 1m . hghrnmg
rod of fran hlsc~' omplainrs." The
group IS a n nproflt franchisee rights
and educational organization.

Alth ugh fran hi ing is. eJJers mar­
kel Purvm, UI hor of T/u Frl111LhlS~

Fralld. HI/II) /(i PrO/~cr Yourself Bl'for~
fwd A Itr YOII /"Vl'5I (John Wiley,
':;-. IS)' counsels prospective fran·
chl~ e t "prolcCl th mse1ves with that
fir I -omr CI because litigation is
expensIve and franchisor can prey on
people who can'r afford to protect
themselvelo...

Cleveland's Craig 'White renegotiat­
ed his ooHan all along the way,
Among '\' hite's major coups was an
arbitration provision thaI allowed him
to sidesrep a coumoom drama in the

ca e of an irreconcilable difference
White's COntracr also let him leave tbe
franchi e family before his COntract
expIred and withoul being penalized if

ox Appeal did somerhing unethical or
illegal. Another shrewd legal maneuver
enabled him to oper.lte a different hosiery
store Out of his ox Appeal SpOt if he ter­
minated the union since he had already
invested in the location. marerials and
Staff. ore: Mosr franch,sors won't allow
uch deals. Says rhe 3 ·year-old lawyer.

who settled his case with ox Appeal OUI
of court in 1994, ~I learned an expen ive
lesson, bur I protecred m selfbe ore I put
OUt a nickel. So l was able to walk away
with my invesunem."

NOT IN MY BACKYARD
Encroachment. Ihe problem of pUllin

Franchi t 0 lose t mature perallons,
is quickly becomll1g the leading legal is ue
of the '90s. In s me cases franchisor are
boldly erecting new stores ar unci the or­
ner. down the streel or it ro the sueel
from old oudet , arguing that franchi ees'
onrracts don't prohibil rhem from domg
o.

Three years ago. Leslee SCOl( lalked five
of her family member into investing in
an existing Blimpic franchise in Tampa.
Fla. (A basic Blimpie franchise COSIS about
$.) 00,000.) The 27-year-old Scott ran



RANCH SE OPPORTUNITIES

~u h a ra kerjack operation that he
bought anorher Blimpie re taurane ju e 13
mil awav.

Lan ye~r. a convenience t re opened
1,000 feer awa from her IrSt store.
Shoppers sHolling rhrough rhe aisle
stumbled upon a sandwi h ounrer
emblazoned with. Blimpic ign. ~1 c uld
rhrow a ball 1,000 feet," ume Ott,

rh3t'~ how cI e the r re was ro hers.
Now she c:m '{ give her (wo ranchlses

away, and she's trying. "I JUSt wam ou! of
the , h Ie industry." he ays.

For ab ur a vear Scan barrled with the
h me 0 Ii e a'nJ fought wirh regional
directors. After having no luck gening the
ompeflng Blimpie pulled our of her area,
ml(h hired a lawyer. .. [Blimpie] had 10

full-ume arrornev while I have one guy at
$3') p r hour whom 1 can hardly fford,
• nd rhese suit can take up to m: year."

Fr mIl to 1994, Blimpie endorsed
rhat COlt'S rare. were clean, her staff
polire nd ale Strong. BUI according to
cou, Blimpie got tough once he hired a

lawyer. 1nspecrors srarred scanning rhe
store wirh microscopes and 'uddenly her

uucrs were a mess, her uffwa rude and
her sales were slipping.

Teeror tactic cominueci through the
summer of 1994, but by all, mlrh enled
our of oun wleh Bhmpie, which refuses
lO commem. A gag order prevenrs can.
and most franchi ee~, from disci sing the
actual fi ures of the etdement.

~Fran hi ors indu e omeone to buy in
and rhen become rheir adversary." says

u an Ke2.lo • presldem of Women In
FranchlsJl1 and the American Franchisee
As ociarion, a lobbying group rhar's 7.000
members strong. The AFA i rrying t
pas legi I. rion ro esrablish minimum
Handard of conduct concerning r n-

hi e busines relationship Keli
believes minoritie are the Ir r r be
encroached upon, bur Man hay. general
counsel for the Washington-ba cd IFA,
says, "That's just not true. !l' a compli­
cated Issue, but y u have (0 I k t he
development prace. 0 a bu ines ."

The "development proces" hay men­
tions refers co rhe franchisors' need £0

achieve a ignificam markel presence. sar.
a McD nald' on e ery corner. A fran­
chi r makes irs money on sales of fran-

hise and ro)'allle rom existing fran-
chi es. bviously, prime retail space is

rce, and common sense dicta res that if
,n area is 3 good marker for one fran­
chi ee, it' good for rwo and maybe ur.

"There's a fine line berween appropriare
levels of penetration :t.1tl1 elllT03lhmenr
and cannibalizarion," admits hay.
"Franchisees struggle (0 find a balance."
Thi problem won't be 01 ed an . (Jme
soon. Says Kezios: "The ea.~}'·preycon epr
will cba.nge when there are more minority
franchi ors. Bur rhar' a couple of genera­
tions off."

The Idea is nor for Afric:tn Americans [Q

ide ep the franchise indusrry al(Ogerher.
Bur a g3me plan i needed, which includes
orne basiC preparation, smart legal and

accounting help and a lor of common
sense. The goal IS ro sray in the fra.nchi~·

ing game or rhe long haul, not to gel
eliminared before you even enter the play­
ing field. 0


