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cmsl-l:l ?r 'l;nl:lsiness opportunity can‘ bé‘ : "defi g ;,-1:-;, and sgpetn;:riseth—thlt:y Zo.f
’s life. ‘bring you: n the other hand, if you're
; personal challei ; 1 used to the security of a full-time
job, franchise ownership can of-
fer the support you need to make
the transition to entrepreneurship.
These days, many downsized
middle managers are bringing a
n d | nithe ¥ ¢ -5 wealth of business savvy to the
{nﬁ;ﬁg i vestment in yout:life: prepaca yestig: & franchise world. Thousands are at
Al §"ggress e protection of your:is 'er&si‘s o g R that stage in their careers where
' g oppor they have some capital to invest
and are not interested in inventing
a new (and risky) business con-
cept, yet are attracted to the dream

of self-employment. In this case,
a strict regimen on franchise owners, dic- el a
KnOW tating everything from how to greet cus- . 7
tomers to how to prepare and present
the product or service. If you chafe
I Se at any restrictions, you may
find franchise life too con-

fining. You may want to
0 WNING A FRANCHISE is not for ev-  consider business oppor-

eryone. The right person in the tunity programs, which

wrong program can lead to pro- typically offer you the inde-
found unhappiness. And, because the pendence lacking in most
investment can involve your life sav- franchise programs.

ings and a long-term legal commitment, If you’ve been an
this is not a step that should be taken employee of a large cor-
lightly. poration for a long time,

Fiercely independent entreprencurs  the jolt of small-business
are rarely happy in the franchise world. ownership can be hard to
If you're interested in running and de- take. The owner of a fran-
signing every aspect of your operation, chise has to put his or her
think twice before buying a franchise. full energy into the daily
You may be better off with your own operation of the business.
independent business. Small-business owners (at

Most franchising programs impose  least at first) do not delegate
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franchising may be the ticket.

To determine if franchising is for
you, start with a self-examination:

*Are you personally motivated 1o
make the investment of time, energy and
money involved in small-business own-
ership? The first year of business can be
especially trying; the time necessary to
get a business up and running is intimi-
dating. Your days of punching and watch-
ing the clock will be long over.

*Is your family behind you? Many
franchises are designed for total family
involvement. Even if you invest in one
that isn’t, the necessary commitment of
time and energy cannot be made without
the full support of every member of your
family. Have you talked it over in detail
with them? If your spouse is supportive
but skeptical, involve him or her in the
decision-making process and listen to all
doubts or concerns expressed.

sHave you realistically evaluated
Your financial resources? Take out a pad
of paper, and jot down all possible sources
of capital. Include not only cash, securi-
ties and other liquid assets but also insur-
ance policies, home equity and retire-
ment funds. Don’t forget what the bank-
ers refer to as NAR and NAF (“Nail a
Relative” and “Nail a Friend™): Your
well-heeled friends ard relatives could
make all the difference, especially if you
need a co-signature or additional equity
pledged as security when applying for
financing.

Also be aware that you will most
likely need a steady revenue stream
while the new business is
being established. Can you
live off savings or your
spouse’s income? How can
you cut back on household
expenses? Is your spouse
willing to take a second job
to make ends meet until your
franchise starts generating a
salary?

*Have you realistically
evaluated your dreams?
Dreams provide the courage
and drive new entrepreneurs
need to make the leap of
faith into business ownership.
But they must be tempered
with concrete, achievable
plans. Get feedback from
others—family, friends,
businesspeople in your com-
munity—to make sure you
are thinking with your brain,

... For' mare_information on. g )
check with'consumer protection agencies—often a'part of the
attomey general's office~in your state.. s

ings with the franchisor. Keep photo-
copies of all papers, letters, application
forms, financial statements and other
information you submit to the fran-
chisor, making sure everything is clearly
dated.

Federal law requires that fran-
chisors deliver the UFOC to all prospec-
tive franchise investors at the earlier of
a) the first face-to-face meeting to seri-
ously discuss the possible sale of the
franchise, or b) at least 10 business days
before you pay any money for the fran-

i chise or sign the

Making

A List
SE THE FOLLOWING simple check-
U list when researching a franchise
opportunity. (The same checklist
can also be used for a business opportu-
nity, although some of the information
may not be available.) For each fran-
chise system you’re serious about in-
vestigating, set up four file folders with
these labels:
» Key Franchisor Information
* Key Franchisee Informa-

tion

*Government and
Other Third-Party Informa-
tion

* Advisors’ Recom-
mendations and Com-
ments

1. Key Franchisor
Information: In this
folder, you will file the
promotional pieces distrib-
uted to all prospects, your
notes on the program from
your telephone or trade show
conversations with company repre-
sentatives, your copy of the Uniform
Franchise Offering Circular (UFOC),
copies of your correspondence with the
company, and any other pieces of paper
generated in the course of your deal-

franchise contract.
This document is a treasure-trove of
information for the serious investor. It
contains an extensive written descrip-
tion of the company, the
investment, the fees and
costs, the litigation &nd -
bankruptcy history of the
franchisor and its officers,
the trademark being li-
censed to you, required
product purchases, the ad-
vertising program, and the
contractual obligations of
both parties. It contains
two other vital sections as
well: a sample copy of the
franchise agreement you
will be asked to sign if you
decide to buy the franchise
and three years' worth of
the franchisor’s audited fi-
nancial statements,
Investor Tip: Read
the UFOC,; it is surprising
and dismaying how many
otherwise serious inves-
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problem.

tincluding.guarantéed loans (which

~..co=sign eck:with your local

-. SBA:District.Qffice.for.details-on -
-programs-{ :

~sidnvest

EPRENEUR'S biggest challenge—and it's no differ- -
F ent for franchisees. The good news: Much of the franchise commu- .
* nity these'days is focusing its energies on helping you solve this

«Bank financing: What ever happened to the old-fashioned bank
loan‘for a new start-up business built on enthusiasm and a good idea? -
Well, that quaint idea faded into memory around the time Jimmy Stewart
found himself in'the snow in “It's A Wonderful Life," but it has-been -+
repackaged and has re-emerged under the auspices NIRRT

. .of the Small Busifiess-Administration (SBA). =L

. The,SBA offers a variety of loan programs,

S.government is your

2. Key Franchisee Information: No
franchise research project would be
complete without interviewing a good
number of current franchise owners. As
thorough as the UFOC appears and as
glowing as the picture painted by the
company may be, there is nothing in the
research phase as valuable as meeting
with current franchisees. You'll have to
get in the car and put in some miles to
get to their locations, but make the trip.
Your money and your future deserve no
less an effort.

When you meet a current owner, ask

them the following questions to get a
good idea of the franchise program:

*Was the training you received use-
ful in getting the business off the ground?

«Is the franchisor responsive to your
needs?

«Tell me about a typical day for
you.

*Have there been problems you did
not anticipate? How has the franchisor
responded?

*Has your experience proved that
the investment and cost information in
the UFOC was realistic?

«Is the business seasonal? If so,
what do you do to make ends meet in the
off-season?

*Have your sales and profits met
your expectations? Tell me about the
numbers in this business.

*Are there expansion opportunities
for additional franchise ownership in
this system?

*Knowing what you know now,
would you choose to make this invest-
ment again?

Meet as many owners as you can,
and take careful notes of these conversa-
tions so you can review them later.

Investor Tip: It would be a mistake
to meet only those few owners selected
by the franchisor or business opportu-
nity seller. It’s better to go over the list

of owners appearing in the UFOC and
track down a fair sampling.

3. Government and Other
Third-Party Information: It's usu-
ally a good idea to check with the
 state consumer or franchise regula-’
ors in your state regarding the fran-
hise company you’re interested in.
If there are serious problems—such
as an investigation launched or a
> number of complaints received—
they will often tell you about the
=5 problems.

Fourteen states (CA, HI, IL, IN,
MD, MI, MN, ND, NY, RI, SD, VA,
WA, and WI) regulate the sale of fran-

" chises; if you live in one of them, you

should contact the state authority as a
matter of routine. That agency will tell
you if the seller has complied with the
state’s registration requirements.

Business opportunity salés.are fegu- _
lated by 25 states, usually by the con-
sumer protection division of the attomey
general’s office. (For a list of these states,
see “Laws Of The Land” on page 4.)

Investor Tip: It never hurts to
check with the Better Business Bureau
(BBB); if there is bad news, you will
often find it there in the form of com-
plaint reports, lawsuits or state investi-
gations. Check with your local office of
the BBB listed in the Yellow Pages.

4. Advisors’ Recommendations and
Comments: Hire an accountant to look
over the financial information contained
in the UFOC and to help you prepare a
realistic financial projection for your
own franchise.

You should also enlist the help of
an attorney to advise you about the
franchise agreement and any other con-
tracts you will be asked to sign. In
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addition, a competent small-business
attorney can advise you on the organi-
zational options available to you for
conducting business. Should you form
a corporation, a limited liability com-
pany, a partnership or a sole proprietor-
ship? Your attorney can advise you in
these and other matters.

Investor Tip: When evaluating a
franchise, professional advice is the wrong
place to pinch pennies. A few hundred
dollars is a small price to pay to get help
with the selection and organization of
your business. Find an experienced law-
yer by asking other businesspeople you

know for the names of lawyers they,

Before the show:

«Give detailed thought as to what
you are dfter in a franchise or business
opportunity investment: Part time or full
time? What type of business do you
think you would enjoy? Consider your
hobbies and passions in life.

«Figure out your financial re-
sources: What is liquid, what can you
borrow from family and friends, and
how much do you need to live on while
starting a new business? What are your
ﬁnancnal oals and what do you need to

have worked with. Also ask for referrals G

from franchisees you meet during your
investigation.

Show
Time

RANCHISE AND BUSINESS opportu-
F nity trade shows present a sterling

opportunity to explore what busi-
ness investment packages might have
to offer you. Attending one of these
shows can be exciting...and over-
whelming. Prepare carefully for the
show, and you will get a lot more out
of the experience.

meet them?

*Get serious: Dress
conservatively, carry a briefcase, leave
the kids at home, and take business cards
if you have them. Don’t go just to eat the
free cookies; show the representatives
you meet that you are a serious prospect,

serious about considering their business
program.

At the show:

sTake a moment when you arrive
to study the floor plan of exhibitors
listed. Circle the businesses you recog-
nize or that look interesting to you.
Make sure you stop by these booths
during your visit.

«Don’t waste time: Pass on the sell-
ers who are out of your price range or do
not meet your personal goals. (You know
these going in, remember?)

*Have a short list of questions ready
to fire:

—What is the total investment?

—Tell me about a franchisee’s
A typical day.

/ —What arrangements are
n made for product supply?
8 5 —Is financing

Indicate your
; level of interest, and
Prequest a copy of the
. company's Uniform

cular (UFOC).

«Collect handout
information for all pro-

grams that interest you: Also gather

business cards. Sort all the materials
when you get home,

After the show:

*Organize materials into file fold-
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ers. Do this for every pro-
gram you want to take a
closer look at.

sFollow up: The best 8§
way to show them you're
serious is to call the repre-
sentatives you met.

oInsist on a copy of the g

UFOC as soon as possible:
Take it to a competent busi-
ness advisor, such as an at-
tommey Or an accountant you
trust.

the latest trend. What are
some of the hot concepts driv-

E VERYONE wants to get in on

ing franchising today?
*“Alternative” loca-

_ Robbins ice cream franchise, each
with its own distinct area and
cash registers.
«Low-investment fran-
chises: For several years
now, franchising has seen
the greatest growth in
lower-end investment
programs—those with
a total investment of
. $30,000 10 $70,000.
This category in-
cludes a number of
homebased businesses
that can be run without
the costly overhead of
retail locations.
sConvenience:
Businesses featuring
warm “homebaked”
breads, healthy fast
fare or fun family din-
ing concepts continue
to surge in popularity.
Other franchise pro-

grams, such as Takeout Taxi, arc taking
advantage of the strong demand for home
delivery of lunch and dinner items.

In the business opportunity arena,
trends are more difficult to identify. Per-
haps the biggest trend—so strong that it
has nearly come to define the very idea
of a business opportunity—is the prolif-
eration of small, part-time homebased
businesses. Everything from computer-
based services and T-shirt decorating to
specialty product distribution is avail-
able for operation from your home. And
with the continued downsizing of cor-
porate and military America, this trend
shows no signs of slowing down. N

Andrew A. Caffey is a practicing attor-
ney in the Washington, DC, area, the
former General Counsel of the Interna-
tional Franchise Association, and an
internationally recognized specialist in
franchise and business opportunity law.
He can be reached by e-mail at
73023.2461 @compuserve.com.

tions: Also referred to as
“intercept marketing,” this
concept involves locating
retail businesses—ofien in
miniature versions—wher-
ever you find foot traffic,
such as in airports, super-
markets, mall kiosks or
convenience stores,

This trend has cre-
ated new opportunities for
franchise investors. Not
only have multiple new
locations become avail-
able, but franchisors have
creatively responded to the
restrictions of the smatler
locations. Smaller loca-
tions also mean smaller
financial investments for
franchisees, putting pro-
grams within the reach of
more investors than ever
before.

*Combination fran-
chising: Several franchise
systems are experiment-
ing with dual-branding—
combining two or more
separate franchises in a
single retail location. The
concept is especially hot
in the fast-food arena,
where, for example, a Mi-
ami Subs store may share
space with a Baskin-
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