








FRANCHISE OPPORTUNITIES

such a crackerjack operation that she
bought another Blimpie restaurant just 13
miles away.

Last year, 2 convenience store opened
1,000 feet away from her first store.
Shoppers strolling through the aisles
stumbled upon a sandwich counter
emblazoned with a Blimpie sign. 1 could
throw a ball 1,000 feet,” fumes Scotr;
that's how close the store was to hers.

Now she can't give her two franchises
away, and she's trying, “1 just want out of
the whole industry,” she says.

For about a year Scort battled with the
home office and fought with regional
directors. After having no luck gerting the
competing Blimpie pulled out of her area,
Smith hired a lawyer. “[Blimpie] had 10
tull-ume artornevs while I have one guy at
$375 per hour whom I can hardly afford,
and these suits can take up to six vears."

ENCROACHMENT.

AR TR

From 1991 to 1994, Blimpie endorsed
that Scott’s stores were clean, her staff
polite and sales strong. But according to
Scortt, Blimpie gor tough once she hired a
lawyer. Inspectors started scanning the
stores with microscopes and suddenly her
outlets were a mess, her staff was rude and
her sales were slipping.

Terror tactics continued through the
summer of 1994, but by fall, Smith sertled
out of court with Blimpie, which refuses
to comment. A gag order prevents Scorr,
and most franchisees, from disclosing the
actual figures of the settlement.

“Franchisors induce someone to buy in
and then become their adversary,” says
Susan Kezios, president of Women In
Franchising and the American Franchisee
Association, a lobbying group that's 7.000
members strong. The AFA is trying to
pass legislation to establish minimum
standards of conduct concerning fran-
chise business relationships. Kezios
believes minorities are the first ro be
encroached upon, but Matt Shay, general
counsel for the Washington-based IFA,
says, “That's just not true. It's a compli-
cated issue, but you have 1o look at the
development process of a business.”

The “development process” Shay men-
tions refers to the franchisors’ need to
achieve a significant marker presence, say,
a McDonald’s on every corner. A fran-
chisor makes its money on sales of fran-
chises and royalties from existing fran-
chises. Obviously, prime retail space is
scarce, and common sense dictates thar if
an area is a good markert for one fran-
chisee, it's good for two and maybe four.

“There’s a fine line berween appropriate
levels of penetration and encroachment
and cannibalization,” admirts Shay.
“Franchisees struggle to find a balance,”
This problem won't be solved any time
soon. Says Kezios: “The easy-prey concept
will change when there are more minoriry
franchisors. Burt that’s a couple of genera-
tions off.”

The idea is not for African Americans to
sidestep the franchise industry altogether.
But a game plan is needed, which includes
some basic preparation, smart legal and
accounting help and a lot of common
sense. The goal is to stay in the franchis-
ing game for the long haul, not to get
eliminared before you even enter the play-

ing field. O



