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AFA Writes Letter to Congress

The following letter was sent to all
535 members of Congress last
month. An article that appeared in
Franchising World, a franchisor
trade publication, prompted the
letter, The article stated what
franchisees have known for years—
that franchise contracts are written
with the intent of controlling the
franchisee. While some degree of
control is necessary for a healthy
franchise system many franchisors
arbitrarily deny certain franchisees
the expected financial benefits of
owning a franchise. The AFA wanted
to reiterate this point to members of
Congress. The entire text of the letter
follows:

did

Dear Senator:
"For franchising to work, there must be imbalance in the contract.”

Those startlingly candid words were written by Tom Murphy,
the founder and publisher of the Continental Franchise Review,
in the April 2001 issue of the magazine, Franchising World.

In a dramatically titled article, "Federal Legislation Could be
Demise of Franchising,” Tom Murphy, long known as a
suporter of corporate franchisors, makes his case against the
establishment of minimum standards governing the contractual
relationship of franchisors and franchisees. In addition to the
above, Tom Murphy, also writes:

"Didn’t anybody tell these lawmakers that franchising is built
on control?"

"There cannot be equal bargaining power in a franchise

“When nothing seems to
help, 1 go and look at a
stonecutter hammering
away at his rock perhaps
a hundred times without this  for
as much as a crack show-

ing in it. Yet at the hun-
dred and first blow it will
split in two and | know it
was not that blow that

it—but all that had
gone before.”
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contract. ... This means a one-sided

contract."”
Tom is right,

The American Franchisee
Association (AFA) has been saying
years. By way of
background, the AFA is the national
voice for small business franchisees.
We are a relatively young trade
association and our membership of
small business franchise owners has
grown rapidly just as the franchising
segment of the U.S. economy has
expanded.

The AFA’s mission is to protect
the vested interests of our fellow
entrepreneurs when jeopardized.
Hundreds of thousands of franchise
businesses dot the American landscape employing millions
of workers in seventy-five different industries. In short,
franchisees are the engine that has propelled the growth of
small business--the cornerstone of the American economy.

Jacob Riis

It is due to this overwhelming imbalance of both legal and
financial power and resources that the American Franchisee
Association (AFA), has actively solicited support for the
establishment by law of baseline standards of conduct as
proposed in the Small Business Franchise Act (SBFA), HR
3308, and introduced in the 106th Congress. Corporate
franchisors deny they even have an obligation to operate in
good faith with their franchisees. In fact, at a June 1999
hearing before the U.S. House of Representatives” Committee
on the Judiciary's Subcommittee on Commercial and
Administrative Law, franchisor representatives said it would
cause them "irreparable harm" if they were required by law to
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