








Clucker’s franchise for its debut. But
if they'd chosen to run an indepen-
dent restaurant, the Pines feared they
wouldn’t garner the recognition they

OPPORTUNITY WATCH

enjoyed as part of a well-known
franchise system.

Converting an existing
franchise to another franchise
format has its share of com-
plications, too. For one thing,
it can be expensive. Miami
franchise attorney Kenneth
Darrow says financial arrange-
ments in this type of situation
run the gamut from the fran-
chisor paying all conversion
costs to the franchisee footing
the bill to something in be-
tween. In this case, the Pines
would have had to shoulder
the entre burden of conver-
ston. “We were into this thing
to a point where we weren't going
to risk any more of our own money,”
says Beth Pine.

Aside from the financial hardship
converting to a new format some-
umes entails, there is also the possi-
bility that the acquiring company has
already sold the nights 1o a termitory
to one of its own franchisees. The
Pines’ situation is a case in pornt: “Our
protected terrtory [as a Clucker's
franchisee] was owned by a Kenny
Rogers  Roasters  franchisee,”  says
Pine. In other words, as a Clucker's
franchisee, the Pines claimed the rights
to a certain geographical arca; but if
they'd converted o a Kenny Rogers
Roasters, they would have been com-
peung with another Roasters franchise
for the same territory.

Occasionally, franchisees whose
franchisor is acquired receive yet an-
other option, and sometimes i'’s the
hest thing that can happen to then:
The franchisor offers to buy them
out. I)i“'r‘)\\" .‘ii!yf‘i (e l’l. I“ﬁ i'nl'lllL‘r
clients had a franchisce in this post-
tion, and though his business was
doing well, he wanted to move across
the country, so he ok the offer.

B GETTING INVOLVED

Is there anything prospective fran-
chisees can do 1o find out if a fran-
chisor is about to be acquired before
they take the plunge and purchase a
unit? Zarco says your best defense is
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It's in the bag: The growing
popularity of air bags is steering
Victoria and Douglas Hansen's
franchise to success

AIRBAG SERVICE
127512thN.W.. #1
Issaguah, WA 98027
(206) 391-9664

DESCRIPTION: (n-site :u'r—hag repair,
replacement and maintenance service
BUSINESS STARTED: 991
FRANCHISING STARTED: | 995
FRANCHISE FEE: $17.5K-35K

TOTAL START-UP (excluding franchise
fee): $70K

ROYALTY: 4.5%

NUMBER OF FRANCHISEES: }
SEEKING: Nationwide

WHO ARE THE BEST CANDIDATES FOR
AN AIRBAG SERVICE FRANCHISE? “'| he
ideal [Airbag Service| franchisee 1s
someone with a technical background,”
says co-founder Victoria Hansen. “Air-

bag servicing is a new business; [franchisees] will need to dedicate the next
10 years to the grawth of the business, so they need to have that entrepre-
neurial spark.” Operators have the option to start an Airbag Service from
scratch or add the service to their existing companies.

WHERE DOES AIR-BAG SERVICING FIT IN THE AUTO REPAIR INDUS“Y?
When owners take their cars to a mechanic after an accident, the repair
shop usually has an expert service come in to handle air-bag replacement
or repairs because most don’t have the high-tech electronic scan tools
needed to properly repair the air bags.

Individuals are another market for this service: Consumers who buy used
cars are advised to have the air-bag system checked out to make sure it is
sull intact and properly installed. And for most cars that come with air
bags, the owner’s manual advises scheduling air-bag maintenance within

five to 10 years.

By 1998, federal law will require all passenger vehicles to have both driver
and passenger air bags, so the Ilansens and their franchisees have the
opportunity to make a major impact on this growing industry.
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asking the franchisor ceram ques-
tions before buying imto a systein. A
sampling ol queries a prospective
franchisce should ask:

What are your plans for the sys-
tem? Are you planning to merge with
or acquire another system? If you
merge with or acquire another sys-
tem, do you plan to keep those sys-
tems separate or unite them? Are you
going to operate them out of the
same home office? Is the traming
going to be provided by the same

people? Will you disclose marketing
strategies and seorets 1o the other
(.‘l'.'l“]".ln.\'.’

Not all acquisitions lead o di
lemmas like the one the Pines found
themselves facing. But for an acqui-
sitton to be successful, franchise at-
torneys seem to agree on one thing.
Says Darrow, “The acquiring com-
pany needs to build goodwill with
the franchisees of the acquired com-
pany to continue a good business re-
lationship.” i3]




