



































Beaten
Pathor

Golden
Highway?

by Ross R.0Iney

OPTOMISTIC FRANCHISORS al-
most as eager for your success as they
are for your investment, will neverthe-
less be quite demanding on their initial
forms. Perhaps this is partially psycho-
logical. They will insist that you (a) are
at least as honest as Abe Lincoln, (b)
are of profound character, (c¢) bubble
with tingling enthusiasm, (d) have an
impeccable credit rating, and (e) have
a fair chunk of money to invest.

Meeting all these requirements, you
may then succeed, or lose your shirt
(or at least the time and investment)

. all in relatively short order.

You, not them. They have theirs, and
by then some of them may well have
yours, too.

A few will require more of your
money, a few will require less, to get
started. All will require some of your
money. And you do not yet, in most
states, have a “big brother” to watch
over you and protect you from profit-
less contracts and other legal snarls.

Each franchisor will describe to you
in glowing terms the “profit potential”
in his own nearly foolproof business. He
will give you, me, or anybody else com-
plicated columns of figures showing
how much net profit you can realize
after a short time in operation.

Will any of them guarantee these
figures . . . ? Well, no, but you could
hardly expect them to. Life, after all,
is even a gamble. Most of them, mean-
while, will lower the odds by training
vou, more or less, and most of them
will oversee your fledgling business for
as long as you feel you need help.

The truth is, if vou are successful,
they will be even more successful. They
really do want you to make that for-
tune, or at least a good, solid, carefree
living, and they are prepared to back
vou. If not to the limit, then at least
until your money is gone.

Which need not be, for the picture is
a rather pleasant one, all things con-
sidered, and many men with no training
and not much money to invest have
become financial independents with a
franchised operation. Many, many men.

Others have failed, and lost their money.

If you are not happy doing what you
do, and if you have long had a real
desire to run your own business, and if
you are willing to throw your heart and
soul into it, and if you have some
money (and in some cases, considerable
money) to invest, you might look into
franchising. But look very, very care-
fully before you open a company under
the banner of a nationally known firm.

According to Sir George’s, one of the
famous ones, there are currently more
than 400,000 franchised businesses pro-
viding a wide variety of products and
services. These account for more than
26% of the nation’s retail business with
more than $80 billion in sales.

Further, says the same chain of
franchised smorgasbord restaurants, by
1980 consumers will spend 50¢ of every
product or service dollar in a franchise
outlet.

Since we've mentioned Sir George,
let’s imagine that you have long
dreamed of owning a restaurant, and
you are drawn to the royal purple and
generally good food service of this
chain.

It will cost you in the neighborhood
of $75,000, with $26,000 on the barrel-
head before the key is handed over, to
get started. That’s a pretty nice neigh-
borhood. Here’s what you get for your
money, besides the Sir George sign on
the door (which is, to be honest, worth
quite a bit in itself).

A modern $135,000 structure, very
attractive to potential diners. You’ll get
about $80,000 worth of equipment,
with signs, menu planning, an account-
ing service, a discount on replacement
equipment, and a “team of experts” for
you to counsel with on those dark days
when the food is growing cold on the
line and the store is empty.

Sir George claims that the total cost
of the franchise (that seventy-five
grand) is often recovered in less than
three years. He will give you all the
information you need, including details
on the monthly royalty payments that
run for the life of the contract, if you
write to him at 1900 Avenue of the
Stars, Los Angeles, California, 90067.

A rosy picture? Yes, particularly in
view of recent estimates on small busi-
ness failures. Where as many as 50% of
independently owned small businesses
eventually fail, only 9% of the dealer-
ship-type businesses go under. And res-
taurant franchises are quick to point
out that the failure rate is even less in
food service.

But the quick buck artists are still in
the franchise business. One man recent-
ly signed up with a firm to service
racks containing a leading product. An
independent attorney approved the
deal. The franchisor agreed to find lo-
cations for the racks, which he eventu-
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ally did though they were very widely
separated and thus called for a great
deal of driving.

Later the man learned that he could
have purchased better racks for less
than one half the price he paid in his
initial deposit, and that the merchan-
dise was very tardy. His profit was al-
most non-existent, and when he tried
to exercise the re-purchase clause in his
agreement, he found the company out
of business, with no forwarding address.

Officials of the firm manufacturing
the product being sold on the racks did
not wish to get involved in the legal
hassle. The man has since heard that
the rack sales company has reopened
under another name, with another
product.

The field, though cleaner, is not
clean, Franchising schemes have been
advertised in the last two or three years
which are in some cases of very dubious
merit, and in others totally fraudulent.
Often pyramid distribution schemes and
door-to-door sales pitches have claimed
to be franchised operations, frequently
dragging down the respectability of
truly sound and profitable franchises
to the point where the good ones dis-
claim the entire field.

Yet, according to the National Asso-
ciation of Franchised Businessmen
(1404 New York Ave., N.W., Washing-
ton, D.C., 20005) there are a thousand
or so real franchises to choose from.
Here’s a random sample, followed by
the average amount of money you can
plan to invest.

Burger Chef, $25,500; Dairy Queen,
$17,500; Holiday Inn, $250,000 to
$400,000; Kentucky Fried Chicken,
$20,000 to $45,000; Midas Muffler,
$57,000 (with brake and exhaust de-
partments); Rayco, $45,000 to $70,000;
Western Auto, $28,000.

What about that Colonel Sander’s
Kentucky Fried Chicken outfit? We've
all seen them and their revolving buck-
ets. And we all know the story of the
friendly Kentucky colonel who parlayed
a chicken cooking idea from a single-
table family restaurant to a multi-mil-
lion dollar “finger licken’ good” fran-
chise.

One man invested in a single, small
KFC take-out store and now, in only
five years, he owns ten such stores. He
hires managers, but he worked long,
hard hours himself in the beginning. He
devoted himself to his business. An-
other man in the midwest opened a
KFC store with less than $50 remaining
in the bank. After two vears he claims
15% net profit on $600,0060 gross from
the five stores he now owns. The aver-
age, according to KFC headquarters, is
about $150,000 gross per store, with 15-
20% net profit.

You can write the Colonel at PO
Box 13331, Louisville, Kentucky, 40213.
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