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ou've thumbed through the

business magazines, you've

seen the ads, you've gone

to a multitude of helpful

trade shows, and you're
finally ready to buy a business
opportunity . . . or are you? Not so
fast. Before you sign on the dotted
line, there are a few things you should
know.

While buying a franchise usu-
ally offers you a complete system for
doing business, business opportuni-
ties generally offer much less guid-
ance. After you buy the seller’s idea

State Of The States

In conversations with business
opportunity enforcement authorities
nationwide, the same message is re-
peated: They are determined to eradi-
cate what they see as “outrageous”
fraud in the world of business oppor-
tunity sales, and they are gearing up
to accomplish this goal.

“We've beefed up our enforce-
ment of the Connecticut Business
Opportunity Investment Act over the
past year, and we're very pleased
with the results,” says Ralph A
Lambiase, director of the Securities
and Business Investments Divi-
sion of the Connecticut Depart-
ment of Banking. “We have a
larger enforcement staff, and our
state newspapers and individual
investors are becoming better
educated about business oppor-
tunities through our investor edu-

ortunit

| I or product, you often have the free-
dom to name your business, develop

your own operational systems, cre-

ate a marketing plan and more.
With this greater freedom, how-
ever, comes a degree of risk. Fortu-
nately, federal regulators are work-
ing to lessen that risk by cracking
down on business opportunity sell-
ers. Still, sellers are responding
slowly to new regulation in many
cases, and you

“Lat the buyer
besware” still
hiolds true in the
biz op world. But
boosted by
federal
regulations and
your own
research, you
can come out
on top.

can'trely solely
on Uncle Sam to
protect you. De-
spite the increas-
ing regulation,
rule number one
in the business
opportunity
arena is still “let
the buyer be-
ware.”

BY ANDREW A, CAFFEY

cation program and bro- E
chures.”

Local newspapers
are perhaps the most effective col-
laborators in state agencies’ efforts
to enforce business opportunity laws.
“In Connecticut, a number of news-
papers include a conspicuous notice
in the business classified section sug-
gesting that readers contact us be-
fore they invest their savings [in a
business opportunity],” says
Lambiase. “That way we can alert
investors to potential registration or
disclosure problems before their
money is gone. We believe this is
our best bet for helping people be-
fore they make a purchase, espe-
cially for those making smaller in-
vestments.

“We've also alerted the papers
{by providing information on gov-
ernment regulatory actions] to sel}-
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Considermg a
franchise:
Why not

consider the
franchise

44 of the top 3

tranchises use

to advertise !

We're Monev Mailer. the in-
dustry leader in cooperanvedi-
rect mail advertising. We have
370+ franchises providing ad-
vertising services to local and
national businesses. We reach
over 65 million households.
Our training and support are
second to none. We have re-
defined state-of-the-art in de-
sign, production and distribu-
tion of direct mail. If vou are
a sales pro looking tor an out-
standing franchise opportu-
nity, find out why Entrepre-
neur Magazine says we're #1
in Direct Mail Advertising.

CALL:
1-800-MAILER-1
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ers that have caused serious prob-
lems in the state,” Lambiase adds.
“Newspaper editors share our con-
cerns about these companies, and
tell us they now review their adver-
tising more carefully. Frequently, the
papers call us when they receive an
advertisement to see whether the
company is registered.”

Michigan is following this trend.
“We've seen more business opportu-
nity programs come into Michigan in
the past year,” says Robert C. Ward
Jr., the state’s assistant attorney gen-
eral. “The reasons are [the same as
in many states]—high unemploy-
ment and many executives who have
left corporate positions and have cash
to invest.

“While the number of compa-
nies that register under our law is
increasing,” Ward continues, “there
are some particularly outrageous
problem areas. We've investigated
several fraudulent vending machine

programs selling everything from
candy to health food. They sell infe-
rior vending equipment claiming it’s
high quality, and promise location
assistance that doesn't materialize.
Most outrageous, notices on their
vending machines [fraudulently]
claim that a portion of sales will be
sent to certain nationally known non-
profit organizations. This lends an
unfortunate seal of legitimacy to the
vending program, which in many
cases is simply not true.”

It’s difficult to measure the num-
ber of enforcement actions taken by
the various state agencies that en-
force business opportunity laws, but
every indication is that the numbers
are going up. “Our enforcement pro-
gram allows us to investigate every
written complaint we receive about
business opportunity transactions in
Connecticut,” savs Lambiase, “and
the number of complaints we receive
has been increasing.”
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Federal Protection

Since 1979, the Federal Trade
Commission’s (FTC) Franchise and
Business Opportunity Rule has re-
quired franchisors and business op-
portunity sellers to provide full
presale disclosure to purchasers. The
FTC can also bring civil actions
against people or companies that
violate the rule or mislead investors
with deceptive practices. And lately,
it has been bringing these cases
against franchisors and business op-
portunity sellers at a faster pace than
ever.

Eileen Harrington, a top en-
forcement attorney at the FTC's Bu-
reau of Consumer Protection, makes
the FTC's aggressive enforcement
posture crystal clear. “In many in-

stances, business opportunity pack-
ages are priced at $495—on the
theory, I suppose, that the price fails
to meet the minimum $500 invest-
ment requirement for the applica-
tion of the FTC's Trade Regulation
Rule,” says Harrington. “But this
won't stop us if there’s consumer
fraud. The FTC can bring action
against fraudulent operators not only
under the FTC Franchise Rule, but
also under our law regarding mis-
representation and deceptive prac-
tices, and that’s not limited by the
investment level. We have been very
successful pursuing this line of en-
forcement.”

The FTC has brought approxi-
mately 30 cases in the past four
years, most of them against busi-
ness opportunity sellers. It has won
civil judgments for violations of the
disclosure requirements and secured
court orders for huge sums to be
repaid to injured purchasers.

“Our trade show enforcement
efforts have also been very effec-
tive,” says Harrington. “FTC staff
members have visited a large num-
ber of franchise and business oppor-
tunity trade shows over the past year,
and we will visit more in the future.
We still find hyped-up earnings
claims being made openly at trade
shows; in fact, several investigations
underway right now may lead to civil
actions on the basis of unlawful and
inflated earnings claims. We rou-
tinely contact trade show promoters
to get their assistance in assuring
compliance with federal law. We've
even suggested these promoters may

Entreprencur

Become a
College Financial Aid

Counselor

Here's i vou can carn a good Hiving and gain connmuniiy respect

helping familios save money on their clidd's collese education.

Every year billions of dollars allocated for college financial aid go unclaimed
because families don't understand the financial aid system, make mistakes on lhe
applications or fail to apply altogether.

As a College Financial Aid Counselor you can help most all families obtam tlns
aid and make a lucrative income as well. Best of a]l. the need for this semce s

immediate and overwhelmmg o ". -
Using our five years of proven expenenee. we wﬂl help you become a ﬁnanclal
aid expert, We wnll show You howto: iy
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W Guide families through the governmemal a:d maze
W Suggest strategies to obtain more money P
7 File the proper forms and select colleges that glve the best awatds

By helping just one student you can recover 100% of your $495 investment.
If that one student is your own child, your return may be 30 fold.

Call 1-800-860-9448 for a free information packet. Recorded message gives
further details. Our System is not a scholarship search!

The College Financial Counselor %]
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Big “

Money
In Sports

Let us make you an immediate success
in your own sporting goods business.

Owning a Sport It Dealership will allow you to sell competitively
priced brand name merchandise from your home. You can be
your own boss and select your own hours. Financial independ-
ence can be yours for only $1500 - $2500.

Call Today! 1-800-762-6869

S I, b Z b Sport It, Inc.  Dept.
F 4196 Corporate Square
TP Taens with & Oroer Naples, FL 33942
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- In 30 Days or Less
You Can Have Your
Own Business... And
Pocket More Money
In A Day
Than Most People

“Earn In a Week!

Want to be your own boss?

CASI can make it happen. Callthe TOLL-
FREE number listed below and discover
how in 30 days or less you can be in your
own business and pocket more money in
a day than most pecple eam in a week.

it's so easy when you own a CASI Com-
puter Portrait System. This winning Monay
Maker combines 3 of the hottest trends ...
Video, Computers and Instant Pictures.
All you do is aim a video camera, push a
button and you get a lifelike portrait from
either a live subject or snapshot automat-
ically. You then instantly transfer the por-
trait on to some of the most saleable
impulse products ... T-Shirts, Mugs, Pos-
ters, Ball Caps, Calendars and so much
more.

The systemis push button simple, even a
child can operate. But the profits aren't
kid stuff... All the money and the profits
are 100% yours. You start pocketing the
money the moment you set-up in 30 min-
utes or less. iis portable. Ii's not a fran-
chise and there are no royalties or fees.
It's ideal tor familles, singles, partners or
absentee owners.

There is no need to (eave your present
job. it's perfect for part-time, weekends or
full time. No selling. No stress and no
technical ability or special skitls required.
Computer portraits are universal, the
world is your territory and there are thou-
sands of prime locations waiting to be
tilled.

It you are serious about pocketing more
money In a day than most people earn in
a week, you could be in this exciting bus-
iness within 30 days or less. Find out
more by calling the toll free number.

1-800-457-2274

aside the TS & Cawudiy enll
914-376-8700

CASI - Dept. G-23
6 Executive Plaza e Yonkers. NY 10701
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also be liable if deceptive practices
take place at their shows.”

Collaboration with state authori-
ties has paid off handsomely for the
feds, Harrington says: “The FTC is
working closely with state attorneys
general in our enforcement cases and
investigations. That allows us to ex-
tend our reach and move quickly
when we must.” With the serious-
ness of someone out to change the
very business of business opportuni-
ties, Harrington concludes, “We are
everywhere!” (For another perspec-
tive on the FTC and its enforcement
of franchise rules, see “Tough
Enough?” on page 212.)

Buyer Beware

Despite all this stepped-up en-
forcement activity, business oppor-
tunity buyers are still largely on their
own when choosing an opportunity
to invest in. How do you protect your-
self when buying a business opportu-
nity? The answer is twofold: reliable
information and common sense.

Gathering information is a sub-
stantial challenge, but is well worth
the effort. (See “For More Informa-
tion..." on page 91.) Asin other areas
of business, information is power, so
find out everything you can about the
company offering the opportunity.

Take advantage of the tools avail-
able to you. Does your state regulate
business opportunity sales? Find out
and contact the enforcement office.
How long has the company been
registered in the state? Are there
complaints on file? The Better Busi-

-v-..f-,-,-...

Rules And Regulatlons

ness Bureau is always a good place
to check. Most important, interview
other buyers to see if they are pleased
with their purchase.

Use your common sense when
buying a business opportunity; you'l
need every ounce of it to counterbal-
ance the siren song of profit. For
reasons best left to sociologists,
Americans often part with §5,000 on
the promise of making a profit more
easily than they part with $50 to buy
a home appliance.

Be slow to invest; don't let your-
self be rushed or cajoled into spend-
ing your money. The opportunity
can wait another week, despite what
sales representatives tell you about
opportunities “going fast.”

Negotiate every step of the pro-
cess. Be creative about protecting
your money: Use escrow accounts
to make sure you receive delivery
and are pleased with your purchase.
Finally, seek the advice of either a
lawyer or an accountant; it's money
well spent in protecting your assets.

Back To The Fuinre

The future of business opportu-
nity regulation in this decade is clear:
The FTC and the states are increas-
ing enforcement and decreasing tol-
erance of deceptive or misleading
sales tactics, Franchise and business
opportunity trade shows are follow-
ing this lead. Show promoters. under
growing pressure from regulators,
are less receptive to companies that
make exaggerated earnings claims
and fail to register their offerings

Coe s

RERN 'IVventy four states and the Federal Trade Commission regulate
.sales of “business opportunity ventures,” also known as “Seller-
Assisted Marketing Plans,” but apply a wide variety.of definitions as
-to. what exactly is being regulated. Virtually any investment that
allows the purchaser to start or maintain a business, and that makes
claims regarding profitability, a marketing program or vending
machine location assistance, risks being regulated under state or
federal law. Laws may require the seller to give a disclosure docu-
ment to prospective buyers before closing the sale, to register the
offering with the state, or to comply withr bondmg and escrow

regulations.

The 24 states regulating business opportunity sales are Alabama,
California, Connecticut, Florida, Georgia, Indiana, Iowa, Kentucky,
Louisiana, Maine, Maryland, Michigan, Minnesota, Nebraska, New
Hampshire, North Carolina, Ohio, Oklahoma, South Carolina, South

Dakota, Texas, Utah, Virginia and Washington.

—AAC
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with state authorities.

The business opportunity mar-
ket will undoubtedly also be hit by
fallout from the franchise wars being
waged in Congress and numerous
state legislatures. Business opportu-
nities are often blamed for
franchising's problems., and they
make an easy target for political rage.
As the franchise wars heighten the
consciousness of politicians and en-
forcement agencies alike, business
opportunity sellers can expect to feel
the heat of additional scrutiny.

In this brave new world of regu-
lation, business opportunity sellers
are slowly becoming more sophisti-
cated. It remains to be seen which
companies can adapt quickly enough
to survive what may well become the

great business opportunity shakeout  FICloffer informative-pamphl .'» GiNess OO} ..,.
of the 1990s. s them wntetnPnh]icReﬁeremeBra"iﬁ:h,.F oral Trade:

sion; Washington;: DCZOSSO ormll mmmm&mnem
Andrew A. Caffey is a pariner in the informaﬁnmabont

Washington, DC, office of Venable,
Baetjer, Howard & Civiletti, where he
heads a national practice team spe-
cializing in distribution, franchising
and business opportunity law.

With Best Personalized Books own a lifetime license for a patented appeal to a wide range of ages and tastes, and includes well-written stories on

product that will please adults, delight and educate children, and recum high  religious and e:hmc themes that reinforce family values.

profits on a minimal investment. ta v No computer experience is necessary to

That's the sure-fire success formula = Rudon N AN b create Best Personalized Books. A compre-

that Best Personalized Books offers to ¥ hensive training manual shows you how to

distributors who are building strong, personalize a book in just minutes. And

easy to run, highly profitable businesses. with Best's strong marketing program, you'll
As the leader in the industry Best '\ % : Al [ find selling options are limitless. You can

Personalized Books has exclusive L RO '- G gl work at home, on location at malls, craft

licensing agreements from Mattel Toys . ; fairs, flea markets, home parties, or in

Inc. for Barbie™, from Warner Bros. conjunction with local businesses or fund-

for Bugs Bunnv™ and The Looney raising groups.

Tunes™ and from the National Football Strong dealer support is a priority, as is the

League (N.F.L.™). commitment to helping you make even bigger

Best Personalized Books become instant
tavontes because the child
1s the star ot each storv and
triends and relatives join
in on every adventure. An
extensive amav of titles

Best Personalized Books Inc. (214) 385-3800

¥ profits with other popular personalized products
includine clocks, audio cassette
tapes, birth announcements,
calendars and stationery tor
teens and adults.

For just $1495 start your own highly profitable business :
creating personalized children’s books with a computer. |

ORI

401 Best Personalized Plaza * 4350 Sigma Drive ¢ Dallas, Tenas 75243 Call or write for free sample book and information kit

Best Fersonatized Books holds US patent 3213461 to produce personalized books. Barbie™, Bugs Bunnv ™, The Loonev Tunes™. the N.F.L.™ and associated
trademar: are owned and used under exciusive licenses rrom Mattel Tovs, Inc.. Wamner Bros. and the National Football League.
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