
SOUTH FLORIDA

VOLUME 16 NUMBER 24 The Tri-County's MOSI Comprehensive Business Coverage FEBRUARY 2,1996

Roasters growth stalls, execs fly coop
By CHERYL KANE HEIMLICH •

FORT LAUDERDALE - Fort Lauderdale­
based Kenny Rogers Roasters is approaching its
fifth birthday amidst slowed growth, executive
turnover, and at least two pending lawsuits
from unhappy franchisees.

The chicken chain has fallen well behind the
projections of its founder and chief executive
officer, John Y. Brown, who two years ago was
predicting 500 stores by the end of 1995 and
1,000 by 1997. In reality, Roasters has opened
obout 300 stores but also has closed more than
a dozen, leaving the company with only 284
locations.

Colorado-based Boston Market, the nation's
largest rotisserie chicken chain, has more than
850 units nationwide.

"(Booton Market is) going to continue to grow
at the rate of 300 stores per year, and (Roasters
is) stagnant. at best," said Todd Somn, director
of real estate for R&.A Food Services Inc., the
Boca Raton developer of Florida's Boston Mar­
ket restaurants.

Dawn Hu, an associate director with Stan­
dard & Poor's Ratings Group in New York
City, said Roastcrs may be the nation's sec­
ond-Iargcst rotisserie chicken chain, but it's
not considered a serious threat to Boston Mar­
ket.

'~rtlCy're a competitor, but I don't know how
substantial they arc at this point," Hu said.

Roasters public relations director Robyn PerI­
man said the chain will open only 100 stores
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tM price ofone Wendy\;
we could cW four Kenny
lWgers restaurants, so
we sold our Wendy's."
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this ycar in order to concentrate on
streamlining franchise operations,
which account for 80 percent of its
restaurants.

"Our main thrust now is to go back
to the stores and really work on the bot­
tom line," she said. "We really want to
work with our franchisees now. We
want to retrain and refocus."

Perlman said the company's new
emphasis on franchisee support is one
of many shifts in strategy that have
contributed to turnover at its oorporate
offices.

In the first wave of layoffs last
August, at least 10 of Roasters' top
executives lost their jobs. They included
Larry Peters, the company's vice presi­
dent of construction; Brian Zeller, vice
president of research and development;
and Andrew Howard, senior vice presi­
dent of marketing and real estate.
Howard hM since returned to Roasters
on a consulting basis.

Others who have been let go in
recent months include Glenn Fromer,
controller; Fran McDonald, vice presi­
dent of marketing; Lenny Abelman,
vice president of international develop.
ment; and Mel Schneider, vice presi­
dent of purchasing. Robert Blessing,
who was hired in September as Roast­
ers' executive vice president, is no
longer with the company.



And several key staffers also have
len the chain of their own accord ­
including Philip de Mena, a former
Blockbuster executive who was Rol'l8t·
ers' senior vice president of develop·
ment, and Stephen David, who was
vice president of operations.

Brown, a former governor of Ken­
tucky who is credited with turning
Kentucky Flied Chicken into a national
chain in the late 19605, refused to com·
ment for this article. So did Roasters
vice chairman Greg Dollarhyde.

But Perlman said she doesn't consid­
er such turnover at the executive level
to be unusual for a young company
with 100 employees.

"Ycs. there llro departures, and there
arc guing to keep being departures," Perl·
man said. "We're an evolving concept.
We've built over 300 restaurants in five
years. You begin with certain people, and
it. evolves. It'sjust an ongoing pl"QCe;S."

Perlman would not disclose overall
sales or earnings figures for the pri­
vately held company, although Brown
has publicly confirmed reports that
Roasters lost $1.7 million on revenue of
$145 million in 1994.

Brown's original plan to take Roasters
public - a plan he talked of often in
1993 and 1994 - has not comc to
fruition. And the company's publicly
owned Foodqucst subsidiary, which oper­
ates nine Roosters restaurants and one
C1uckcrls, saw its stock price and sh8J"eo
hoi..... equity drop sh.",ly in 1995.

In the last two years, Roasters'
growth has been funded in part by a
$50 million investment from the Ber­
jaya Group Berhad, a Malaysian firm
that has been a partner in the oompa­
ny's international expansion. Forty-fivc
of Roaaters' 284 stores are now outside
the United States.

Perlman said systemwide sales have
been averaging $1 million n year per
unit - unchanged from 1994, accord­
ing to the company's press materials.
She said the closing of some unprof­
it.able stores and the buying back of
others can be attributed mostly to inex·
perienced franchisees.

"We are looking at all the stores
now." she said. ''If the franchisees cun't
keep up with their stores, we'll either
buy them out or close the stores and
find new franchisees."

Indeed, relations lxotwecn Roasters
and some of its franchisccs have been
~e8S than smooth. Two lawsuits sched­
uled to go to court this April involve
disgruntled franchisees who claim the
company signed them up before its con·
cept was solidified and its support sys­
tems were in place.

'The problem is that John Y. Brown
launched the Roasters system prema­
turely," said Robert Zarro, the Miami
franchise attorney who is handJing both
cases.

''Brown did not have the infrastruc­
ture in place to provide prospcctive
franchisees with appropriate levels of
management, services, marketing,
training and other types of support
which are the essence of a franchise
system," Zarro said.

The case that has attroct.cd the most
attention is that of Kevin Melilli, A Tama­
rac nooring contractor who once owned
three Roasters restaurants in New York
and New Jersey. Melilli, who has an
April 1 trial date in U.S. District Court in
Miami, is suing Roasters for brench of
contract, tortious interference with blL~i·

nC8ll relationships, and fraud and misrcp.
ro8eIltation, amongothcrrounts.

He is asking for $4 million in com­
pensatory damages and $9 million in

punitive damages.
Me1ilIi claims that Roasters undcre!lti·

malod the cost of opening a re!ltaurllIlt,
provided misleading infonnation about
potential profitability, changed its real
estate guidelines and cooking methods in
mid-stream, offered little operational
support, and prevented him from selling
his failed stores to another chicken chain.

Melilli also claims t.he company pro­
vided no help when neighbors of his
Fairlawn, N.J., store lounchcd 0 protest
over the odor from his wood-burning
oven. That issue, along with his claim
that most of Roasters' chickens ure not
really cooked wit.h wood, thrust Melilli's
case into the national spotlight when
his suit was filed last year.

Also suing Roasters is Michael
AJbflrkat, a Michigan franchisee who
owned Wendy's restaurants before join·
ing the Roasters chain in 1992.

"They told us that for the price of one
Wendy's we could do four Kcnny
Rogers restaurants, so we sold our
Wendy's," Albarkat said t.his week.

But. when Roasters chnnged its con·
cept from strip mall stores to free·
standing unil..s, Albarkat said he no
longer could atTord to open more stores.
He also claims that hc received almost
no markct.ing, training or operational
support. from Roasters: t.hat. he lost
sales over a change in RoIISt.crs' cooking
method from hand-marination lo irUcc,
tion of seasonings; and that hc was mis­
led as to the extent of singer Kenny
Rogers' personal and promotional
involvement in the chain.

Albarkat, who hns closed two of hie
stores and claims Roasters is trying to
shut down the third, is suing the compa·
nyon 15 oounL!l including breach of con·
tract, breach of fiduciary duty, fraudu­
lent concealment and negligent omis-

sion of fact. His case is set for an April
28 trial in U.S. District Court in Detroit.

Zarro, who has won settlemcnts for
franchisees of Burger King, McDonald's
and Dunkin Donut8, said he also is
talking with other Hoaster.l franchisees
who may me suit.

Roasters spokeswoman Perlman
wouldn't comment on the spccUics of
the MeJilli and Albarkat lawsuits, but
she said Roasters is genernlly trying lo
weed out inexperienced franchisees.

'This goes back to the issue of getting
seasoned players," she said. "A Jot of
our early franchisees were very cager to
gel involved and didn't really know
about the industry.

"When you begin, you're selling an
idea. And a lot of people in the refliau­
rant industry say, 1-1ey, you get the kinks
out and get back to us in a few years.'
Now, we reaI.J.y have something lo sell."

Keith Kanouse, a Boca Raton attor­
ney who recent.ly published a guidebook
for franchisees, said people who get
involved in start-up concepts often run
into problems.

"There's an old rule that you never
buy the first model of a new car," he
said. "But everyone wonts to be in on
the ground floor of the ncxt. McDonald's
or Blockbuslcr."O


