Gatti’s Pizza faces

atti's Pizza CEQ Mike Mrlik often clashed with
the company’s franchisees during his first year
on the job.

And he’s still working to win over a group
needed to grow the company. While his ap-
proach was met with a certain amount of reluc-

5 il tance at first, Mrlik is beginning to make head-
way when it comes bo transforming the brand’s image.

Mrlik's goal has been to assuage franchisees’ fears by
first overhauling and expanding the 38-year-old company’s
Austin operations. His goal is to return the brand to past
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levels of success working hand-in-hand with franchisees.

Before private equity firm Blue Sage Capital bought
the Austin-based pizza chain, then known as Mr. Gatti’s,
a number of CEQOs had joined and left the business in just
a few years.

The firm hired New World Restaurant Group Chief Op-
erating Officer Mrlik to run the company in 2005, and in-
vested $5 million for his team to grow the brand.

Gatti's foundation of franchisces, whe owa 70
percent of its delivery locations, buffets and hig-box enter-
tainment centers, were suspicious of Mrlik.
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up to obstacles in transforming decades-old brand

LESSOMS LEARNED |

8090 communication between franchisees and the corporate cifice
is essential.

PROVE that changes work at the corporate office before 1aking ideas
lo franchisees.

DON'T be afraid to shut down locations that reflect poorly on the
averall brand.

SEE GATTI'S, PARE 22
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GATTI'S: N ew company management
retools its attitude toward franchisees

FROM PAGE 20

“There were some swearing matches,”
he says. *I said, ‘Calm down. This is what
we've go to do.”

In the tate 1980s, about 375 Mr. Gatii’s

" locations served pizza across the country.
Today, 150 Gatii’s locations operate in nine
states and bring in about $150 million in
annual revenue.

The company’s previous executives did
not support franchisees, says Central Tex-
as franchisee George Kash, whose parents
opened the first Mr. Gatti’s franchise in
1972,

“If you called Mr. Gatii’s three or four
years ago and inguired about a franchise,
you may or may not have gotten a call
back,” Kash says. “If | was a betting man,
I would say you wouldn’t get a callback,
That’s hecause we had nothing to offer vou.
There were no plans, there was no support,
there was nothing.”

. In 2005, Mrlik spent 60 days visiting
franchise stores to see where the hrand
stood.

“The interesting thing was, and is today,
what kept this brand together was the qual-
ity of the food and the product,” he says.
“One of the reasons I came on board is,

‘next to none, it held this brand together.”

Kash says that Mrlik’s predecessors let
the company’s food stray from its original
recipes and ingredients. So when Mrlik
proposed a new type of spaghetti sauce,
a simple fix, as one of his first moves as
CEOQ, the franchise community began to
warnt up to him.

“That was huge,” says Vice President
of Marketing Ed Cohen. “When we told
them about the spaghetti, we had so much
credibility.”

Mrlik’s team proposed a broader vision
in 2006 that included changing the com-
pany name from Mr. Gatti's to Gatti’s Pizza,
whittling ifs five different brands down to
just Gatti's Pizza locations and Gattitown
entertainment centers, and giving the
dark, cozy restaurants a more contempo-
rary design.

The company also changed its decades-
old slogan from “Best Pizza in Town” to
“Getting Together Over Gatti’s” to reflect
a new community-centric approach, with
stores featuring local references and reach-
ing out to local groups to provide a more
hometown feel.

The company has staried to malke the
changes to its Austin stores, and has seen
sales increases from 8 percent to 25 per-
cent.

The new 20,000-square-foot Gattitown in
the Southpark Meadows development fea-
tures bright colors, big projection screens
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and a large painted mural depicting musi-
cians who played nearby when Southpark
Meadows was an ouidoor concert venue.,

Franchisees in Tennessee have provided
another hoost to the new Gatti’s concept
by opening four of the rebranded sivres.
The partnership, which features a former
Gatii’s executive, plans to open two more
by April.

“We've demonstrated over the last 18
months that once you fix Austin, you get a
sales lift, you get growth here in Austin,”
Mrlik says. “We can take that back out to
the field with our franchise partners and
show them the same thing.”

The company faces challenges from its
franchisees and from a crowded pizza mar-
ket. The speed of the change depends on
the terms of franchise agreements, some
of which are 10-year deals,

The company must partner with fran-
chisees to plan an overhaul that will cost
between $60,000 and $125,000 per store.
Mrlik says the company has had to shut
down some franchises outside Austin for
the betterment of the brand.

Matthew Mabel, president of Dallas-

based hospitality consulting firm Sur-_
render Inc., says Gatti’s success will be a

function of its franchisees’ success. The
growth strategy will be more difficult out-
side Texas, he says,

“I think it's going o be a territory-by-
territory situation because they don’t have
enough critical mass to play the national
marketing game,” Mahel says. “They’re
kind of in between a small player and a
big player. They have attracted some tal-
ented people since the buyout. I'm sure
they worked hard on their strategy. It’s not
going to be easy.”

Mrlik says the model could hold 350
stores. He plans to open 10 {o 12 new lo-
cations in Austin over the next five years.
More than 50 stores are in the pipeline.

He says he doesn’t want to open stores
for the sake of opening them. The com-
pany wants to help franchisees pick
the right sites aud grow the brand with
them.

“I can be successful, and they may not
be, but it doesn’t do a bit of damn good for
those guys if I'm the only one success-
ful,” Mrlik says. “They have to be just as
successful as we are”
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