putting the plan into operation since at least 1997.

The copieswe obtained have handwritten notesor underlining on
them which reveal that the M SF simply wasn't ready to sell train-
ing franchises in 1981.3 While we think of the MSF as the rider
training authority, it wasn't always so. When the report waswritten,
rider training wasamost all conducted by disconnected, tiny, local
ingtitutionsthat operated by grants. Most of those grants camefrom
the M SF itself or from the federal government, and only ten states
had official training programs by 1982. But therewas another prob-
lem: Peopleweren'’t convinced they even needed rider training. The
MSF had to overcome all these obstacles and more before they
could sell training franchises.

Franchise for Control

The MSF wanted to direct rider education in a comprehensive
manner from the beginning—and that was a selling point for fran-
chising; “M SF cannot effectively exercise control under its current
procedures,” the report stated, “over how its curriculum materials
are used by organizations that operate their own programs.” Field
representatives, it says, weren't enough. “Better results can be
obtained when [M SF] has amore direct role in setting up centers,
training instructorsand monitoring operations.” To dothis, though,
the non-profit rider training system would haveto go.

Such hard-nosed, business-minded thinking may not match up
with the benevolent image most would prefer to believethe M SFto
be—but that’ s because most think the MSF isa 501 (c) (3) corpo-
ration, the same sort of non-profit charity or educational institution
as the other programs that currently offer rider training. Instead,
it'sab01 (c) (6)—a Business Interest corporation. According to
their by-laws, the M SF’ spurposeisto promote and foster theinter-
ests of the manufacturersthrough rider training. In other words, the
MSF redlly is, as Buche said during our August, 2004 interview, a
marketing effort of the Motorcycle Industry Council (MIC). Thefact
that Buscheis President of both the MSF and MIC and that thetwo
organizations share the same office spaceis not a coincidence.

Back then, the MIC's primary members, the motorcycle manu-
facturers, werethe sole support of the M SF viatheir tax-deductible
dues. Thereport reads, though, that it would cost far too much to set
up franchising on a nationa level, “unless some revenues can be
generated.” Today, however, over half their funding comesfromthe
administration fees collected from their state programs.

Sdlling franchises, however, would not only givethe M SF“much
better control over the content and delivery” it would provide the
“initial investment needed to set up programs.” Later chaptersin the
report would set out the costs the M SF would incur and how soon
those costs could be recouped. From that point on, the M SF would
make profit, but not so much that it would loseits non-profit status.
Nor wouldit haveto, since, according to 501 (c) (6) regulations, any
extramoney at the end of the year could be returned to the manu-
facturers. In other words, manufacturers would continue to get the
public relations and marketing benefits from appearing to fund the
the MSF with little or no cost to them.

Thereport said that the people most likely to buy atraining fran-
chiseare“ entrepreneurswith aninterest in motorcyclesand adesire
to profit fromtheir investment.” It should be“ quitedtractive,” it says,
to those who own a motorcycle dealership or “proprietary school”
that has an appropriate parking lot. Best of al, “thereisvirtually no
competition for aprospectivefranchisee.” But both“DM” and “FK”
countered in the margins, “most dealers don't have large enough
park [ing] lots.” This, of course, isno longer necessarily the case.

Cut Out the Non-profits

But to get people to buy the franchise, the report goes on to say,
the M SFwould haveto offer exclusiveterritoria areas, noting how-
ever that “few...would be willing to pay M SF afranchise fee and

I1. FRANCHISE SYSTEM ISSUES

Franchising is 8 method of marketing a product or service. A franchise system is

of an ing company (the fi hisor) and a group of individual entrepre-

neurs (the isees). The fi isor gives the fi isee the right to sell, distribute

or market its products or services. Typically, the franchisor provides each franchisee

with a packege of assistance for getting started and then some form of ongoing support

for franchisee operations. In return the franchisee pays the franchisor an initial one

time fee plus a percent of annual income. To be successful a franchise system must be

balanced. The franchisor and the franchisees must benefit from their contractual
relationship approximately equally.

FINDING 1. Franchising offers MSF a way of achieving its objective of a relarively
uniform national motorcycle safety education system without the
huge investment required to set up its own centers in each market
area. If MSF establishes a network of franchisees who depend on MSF
field representatives for help in selecting facilities, choosing and training
trainers, developing its outreach program, designing its curriculum, 5%
and conducting a inui of ions, it will have
much better control over the content and delivery of motorcycle safety
education programs. The initial investment needed to set up programs
will be borne by the franchisees.

FINDING 2. Educational institutions thar now conduct motorcycle safety training J Ma4w
_ M i programs using MSF materials are not likely 10 become franchisees. :
A’(/\«’*— ,;/ Educational institutions have their own teaching standards and pro-
) ,wu—f;‘ cedures. They usually offer motorcycle safety training as a service to
(,uéi f‘"‘u their ccnstitugnclgs (and because of MSF grants). They have no strong /4’8‘/
A dvjﬂ( treach motivation beyond the need to meet any minimum enroll-
!L%'M on setting up and operating their programs. They certainly are not ;14'-»"
¥4 "‘7 7 "“:&,w likely to operate a program if they must share tuition with and pay a
s j;*{(‘ ,;_quanchlse fee to MSF while losing their grant.
e Ko fen
[ 'Krmnms 3. The most likely franchisees are enfrepreneurs with an interest in motor- 7 Z
¢ cycles and a desire to profit from their investment. To be willing to Crael
pay a franchise fee and to'share revenues a franchisee must believe that
MSF’s assistance in setting up a program and in providing continuing’
support are critical to his success. Individual entrepreneurs with limited
xraining‘skills or business development ability are,most liki . need
such assistance. (5 £, J,A,&;

ment cor.mﬁtiun contained in their MSF grant. For these reasons they
-~ are not likely to be interested in or responsive to greater MSF guidance
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FINDING 4. MSF will normally have 1o offer exclusive area franchises to attract o )
investors. Few entrepreneurs would be willing to pay MSF a franchise ’m‘-‘;‘ ot
fee and share income with it if one or more local educational institu- & " .y
tions offer competitive programs using MSF curriculum materials, ~“*-¥
{ competition that enabled those institutions to offer courses at a lower
cost than the franchisee must charge to meet his commitments to MSF
(o fwerer i
WM‘ r".‘ ~F

—
Wf‘?\ Even fewer would consider a franchise if MSF provided grants to its
Lo ol
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share income if one or more local educational institutions offer
competitive programs.” Even fewer entrepreneurs would be inter-
ested if the non-profits program cost less than they would have to
charge. Thenthereport says, “ Therefore, if the M SF sdllsafranchise
inagiven market, it must be prepared to terminate its relationship
with and support for other organizationsin thearea” [their empha
sis]. The non-profit organizations had to be cut out of the picture
because, as“DM” commented on theside, “ 1t would be dumb to go
into competition with yourself.”

The current providers, the report says, “ certainly arenot likely to
operateaprogramif they must sharetuition with and pay afranchise
feeto MSF whilelosing their grant.” In other words, if non-profit
programs lost their source of funding, they would stop offering
training. Removing funding from non-profits would be key in
removing low-cost competition for the anticipated for-profit busi-
nesses. In that light, Busche's comments to the Murkowski com-
mittee made perfect sense.

Divide and Conquer

Subsequent chapters in the report estimate in significant detail
how large aterritory each franchise would have, discussesthe dif-
ferencesin profitability with sunbelt and snowbelt states, estimates
costs, capital expenses, and just how much profit an investor could
make“evenwith just 12 to 13 students per class.” Thefee, in 1981
dollars, was suggested as $85. The franchisee would pay the M SF
aone-timecost for theterritorial rightsand then a“royalty” of seven
percent on theincome he or she made.

In today’s dollars (based on what Harley-Davidson's Rider's
Edge charges) and class size, a site with only two classes a week
could make roughly $34,000 a month. However, according to a
source, if it was attached to a dealership, additional sales of mer-
chandise might amount to $300-$400 per student—so up to an addi-
tional $38,000—plus any new motorcycle sales, which could raise
the potential income anywhere from $250,000 to $750,000 amonth.
In other words, dealers could expect to make far more from auxil -
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