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IN WHICH WE CONSIDER:

Does Franchising have the
F-Factor?

A fixed stare at pricing
Performance Anxiety?

Meet Emily's latest
Franchisee

Lunch anyone?

CONTACTS

This newsletter is published by the Warner Goodman
franchising team, who can be contacted on the
following numbers:

- Franchisors

- Franchisees

- Franchise Re-sales

A WOMAN'S work is never done — apparently. Try telling that to all the
women who've been made redundant this year.

Evidence from the latest labour market statistics suggests that twice as
many female employees are being made redundant during the recession
as men. But on the upside, many of these are taking their redundancy
payments and joining the rising number of women moving into self-
employment.

Forgive us for this female-centric start to our 2™ issue of FRANFARE but
we thought we'd focus for a while on why a franchise could be an
attractive solution to just such a woman.

Women's modus operandi when it comes to business is renowned for
being well planned, well networked and... cautious. Possibly too cautious
at times — although for every few wannabes hiding behind a business
projection folder, there’s a fledgling Anita Roddick, getting ready to rock
the world.

If we admit that women sometimes lack the confidence to dive straight in
at the deep end with a traditional business start up and all its associated
insecurities - especially in these difficult times — we can certainly think of
franchising as the ideal compromise.

Broadly:

1. Buying a franchise requires less start-up capital and is therefore
less risky with 90% of franchisees now saying that their business
is profitable (Natwest/BFA Survey 2009), the franchising formula
is a proven, tried and tested business system and therefore offers
cautious women greater security;

2. Franchising gives women the freedom to be their own boss but
with the back-up help and support from a franchise network; and
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3. Perhaps more pertinently than either of the

above, it can allow women to operate more
flexibly, juggling their working and family
with

lives, as many franchises fit well

working from home or irregular hours.

Of course, all of these factors attract men too — but
they seem to be more pivotal for women.

Never slow to recognise an opportunity, the industry
is also recognising the value of businesses for
women run by women.

These have grown in popularity over the last year
and are expected to continue to do so. Such
businesses include anything from women-only gyms
to franchises selling jewellery. Women currently
make up over a third of new recruits entering
franchising (Natwest/BFA Survey 2009) with the
personal services sector having the largest proportion
of female franchisees. However the aim is to bridge
the gender gap even further so that the continuing
growth of the franchise sector is not restricted by
franchisors failing to make use of female talent in the
market place.

The BFA, in conjunction with Business Link, has
received funding to promote franchising to under-
represented groups in the current franchise market,
women being a key audience. It is believed that there
are a large number of talented female entrepreneurs
who are unaware of the different sorts of franchise
opportunities available.

Networking groups focused solely on women are
springing up everywhere. One group of professionals
including franchisors and their advisors known as
‘EWIF’ (Encouraging Women into Franchising) have
got together to see what they can do to inspire,
inform and support women who are considering
starting their own franchise business.

It is hoped that the marketing efforts of such groups
and the BFA will see even more women entering the
now £11.4 billion industry, inspired by the success of
women such as Angie Baynes of Venture UK, winner
of the 2008 BFA Franchisee of the Year award.

Speaking of winners and competitions (please
appreciate this seamless link!) competition law
prohibits price fixing between franchisors and
franchisees. But what about an obligation on

franchisees to report sales prices?

A recent Danish case illustrates that there is a fine

line between the legitimate sharing of price
information between franchisors and franchisees and
price monitoring amounting to indirect price fixing. In
this case, the franchisor within its operations manual
had a requirement that franchisees sell products at a
fixed price. The franchisor conceded that this practice
was illegal. In addition however the court held that a
requirement to provide information regarding sales
prices via the franchisor's IT system meant that the
franchisor was able to ensure that fixed retail prices
were observed and that this also amounted to price
fixing, albeit indirectly. The franchisor was ordered to

modify its IT system.

Although it is arguable that the Danish courts went
further than was strictly necessary, this case does
highlight that indirect methods of monitoring and
controlling sales prices, through the use of certain
types of accounting and sales reporting software by
franchisors, has the potential to come under close
scrutiny.

Technical Note: Minimum performance targets

A summary of the BFA’s approach to the use of
minimum  performance targets in franchise

agreements:

e Business Plans are OK — the problem arises if
failure to achieve a business plan or worse still,
a sales target can be used as a way to
immediately get rid of a franchisee.

e There is no one particular ‘BFA approved’
method to deal with this. Instead it comes down
to a test of reasonableness.

* A franchisee should have a reasonable chance
to bring performance up to standard — not ‘one
strike and then you're out.’
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e Ideally a meeting should be held and a Christine, who lives in Marchwood, Southampton,

remedial plan put in place. Consider whether took a redundancy package and then decided to
the conditions of a remedial plan should be invest the lump sum in starting her own business.
agreed or imposed? You can contact her via:
christine.etheridge @focus-on-you.net and find out
- The severity of consequences is also a key more about the business (and further franchising
factor when determining what is reasonable. opportunities) at www.focus-on-you.net

For example, if the consequence of failure is
that the franchisor has the right to review the
franchisee’s territory, then, with safeguards in AND FINALLY
place as to the extent that right can be

exercised, this would be less concerning that if Who's up for lunch? We are planning to set up
the outcome were to be termination. some relaxed and friendly lunchtime meetings to

introduce both franchisors and franchisees to
Next time: Purchase incentives to franchisors anyone who’s planning to follow in their footsteps.
If this would interest you can you drop me a line at
emilyframpton@warnergoodman.co.uk ? Tell me
where you're based, too, as we need to choose
MAKING A SPECTACLE OF OURSELVES the best locations to meet.

Yes, that's me, Emily, and brand new franchisee
Christine Etheridge, pictured at the top of the
newsletter. Christine has just this month launched
her franchise Focus On You, which allows
spectacle wearers to choose designer lenses (at
non-designer prices) in homes, offices, fairs and \ %

events. bf
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DISCLAIMER

While every effort is made to ensure that the contents of these newsletters are up-to-date and accurate, no warranty is given to that effect
and Warner Goodman does not assume responsibility for their accuracy and correctness. The newsletters are provided free of charge and
for information purposes only. Readers are warned that the newsletters are no substitute for legal advice given after consideration of all
material facts and circumstances by an experienced franchise lawyer. Therefore, reliance should not be placed upon the legal points

explained in these newsletters or the commentary upon them.

COPYING THESE NEWSLETTERS ON TO OTHERS

While the author retains all rights in the copyright to these newsletters, we are happy for you to copy them on to others who might be interested in
receiving them on a regular basis, provided Warner Goodman is acknowledged as the publisher of the newsletters and provided those persons
register directly with ourselves, so that we are able to send future editions to them direct. No charge will be made for doing so. Alternatively,
simply send us the e-mail contact details for anyone who wishes to receive the newsletter and we will be happy to add them to the circulation list.

Unless expressly agreed by Warner Goodman in writing, nobody has authority to copy or use these newsletters, or extracts from them, for any

promotional or commercial purposes.

UNSUBSCRIBE

If you do not wish to receive future editions of this newsletter, please simply reply to this e-mail and include the word ‘unsubscribe’ in the

heading.
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