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®m Some Mail Boxes Etc. franchisees have sued to keep from becoming UPS Store

outlets.
By Dawn Wotapka, Times Staff Writer

Howard Spanier doesn't care what brown can do for him. He's
content with the red, white and blue of his bustling Mail
Boxes Etc. outlet in Malibu.

Shipping giant United Parcel Service Inc., which bought the
private postal chain in 2001, isn't renewing franchise licenses
with the old company, and Spanier's expires in 2006. But he
refuses to change colors. "It's just a fact that UPS is looking
to control every aspect of my business," he said recently at
the Mail Boxes Etc. outlet he has owned for 17 years. "I
clearly, under no circumstances, will become a UPS store."

Spanier and about 150 fellow franchisees sued UPS in mid-
2003. At a hearing July 16, they'll make their case before a
Superior Court judge in Los Angeles who will decide whether
their suit has merit and should go to trial.

They have a number of grievances, chiefly that they will lose
millions of dollars in investments and potential profits if
they're forced to change names and follow Atlanta-based
UPS' rules for franchises, which they view as onerous. The
suit asks for several hundred millions of dollars in damages
and lost profits, setting no specific number.

Unhappy franchisees aren't uncommon when new owners
announce their plans, said Sid Feltenstein, chairman of the
International Franchise Assn. in Washington. Successful
franchisees often need coddling before they'll support radical
change, he said, adding that they're "evolutionaries rather than
revolutionaries."

Many former Mail Boxes Etc. franchisees have no
complaints. After Connie Cobb converted her La Crescenta
shop to UPS in April 2003, she said the daily average volume
climbed from 30 to 40 packages to 75 to 125.

"It's been an amazing journey," said Cobb, who owns the

http://www.latimes.com/business/la-fi-mailbox3jul03,1,4243769.story
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store with her daughter. "Having that corporate entity Enter phrase:
standing behind you is very meaningful." I— &

Profluest Archiver <A

But about 400 have refused. "It's kind of like the Civil War," said Joe Wightman, owner of
an 11-year-old Mail Boxes Etc. store in New York. "People who switched don't talk to
those who didn't."

In fact, more than 3,000 Mail Boxes Etc. owners in the U.S.,
about 90%, switched to UPS.

Wightman is in the anti-UPS camp. "They've damaged us and damaged our business, and
they've damaged our future," he said.

Sa
The problems began in early 2003 with the launch of UPS Store. (Mail Boxes Etc. Eni
locations in other countries remain.) -
The new parent company introduced strict rules: Shipping prices are standardized
nationwide, and clerks wear brown or black shirts and name tags. A
There's no dress code for Spanier's employees.
UPS checks to make sure franchisees are adhering through its secret-shopper program — '60
c

critics call it Big Brother — and there are admonishments if someone is caught out of
uniform or failing to offer "the UPS Solution," recommending that a customer ship by UPS
rather than a competitor. Multiple transgressions can cost a franchisee his or her store,
though the company stressed that that hasn't yet happened.
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Beyond the rules, UPS' standardized pricing policy is a chief complaint: UPS Store's
shipping rates are about 20% lower than average Mail Boxes Etc. rates. Steeper rents in
some cities necessitate higher prices, the plaintiffs say.

"It's a matter of keeping the doors open," Spanier explained.

Because of reduced margins, some Mail Boxes Etc. franchisees say if they switch to UPS,
they will have to do much more business to generate the same profit. Marsha Jeffer, who
owns a Mail Boxes Etc. in Long Beach, said she would have to ship 10.6 additional UPS
parcels each day.
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"It's not as easy to generate as it may appear," she said.

Initially, UPS wondered which brand was more valuable. It tested three concepts in
markets around the U.S., with some stores called Mail Boxes Etc., some UPS and some co- =
branded. At the UPS-only stores, the company said, shipping volume jumped an average
70%.

"The power of the UPS brand really drove more traffic," said Stuart Mathis, president of
UPS' Mail Boxes Etc. subsidiary.

The lawsuit questions the test market results. M.D. Scully, the plaintiffs' lawyer, claims C
UPS withheld unfavorable numbers and ran a UPS advertising blitz in test markets to boost
sales. Requests for retests and audits were denied, he said. UPS declined to comment. e
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The suit also targets as unfair the 2.5% of gross sales Mail Boxes Etc. franchisees pay to
T e 1yq et tm = help fund national advertising. Since UPS bought the Mail Boxes Etc. chain, all the
advertising has touted UPS. The plaintiffs contend that has cost them business.
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"They're really not giving anything up by doing that," said Scully, who is with Gordon &
Rees in San Diego. "They've destroyed the brand."

http://www.latimes.com/business/la-fi-mailbox3jul03.1.4243769.story 7/7/04
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el Ul Considering that, he said, there's no reason for the company to grant freedom.

"At some point in the near future, they're going to make a choice because we're going to
—  have consistency," he said. "Not many franchises will be around long if they simply

T mm - iy
allowed their existing franchisees to become independent."” 1 |
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