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June 11, 2008

The Honorable Joseph Cryan
New Jersey Assembly

985 Stuyvesant Avenue

Union, New Jersey 07083-6906

Dear Assemblyman Cryan:

On behalf of the International Franchise Association, I write to express
concerns with your bill, A2491, relating to the New Jersey Franchise
Practices Act. The IFA believes this legislation unnecessarily expands the
regulation of franchised businesses throughout the state.

TFA is the world’s oldest and largest organization representing franchising
with a growing membership of more than 1,300 franchise systems,
10,000-plus franchisees and more than 500 firms that supply goods and
services to the industry. According to a 2008 study by
PricewaterhouseCoopers, there are more than 900,000 franchise
establishments in the U.S. that are responsible for creating 21 millhon
American jobs and generating an annual economic output of $2.3 trillion.
In New Jersey alone there are 20,636 franchise establishments employing
246,000 workers.

As you know, A2491 would amend the Franchise Practices Act by
expanding the definition of “place of business.” This will likely cause
certain franchised businesses already regulated by the Federal Trade
Commission Franchise Rule to be unnecessarily subjected to additional
state scrutiny. For more than two decades, the Federal Trade
Commission’s Franchise Rule has required extensive pre-sale disclosure
of information about every franchise investment.

After more than 12 years of contemplation, the FTC released in March
2007 an overhaul of the Franchise Rule. Recognizing the impact that such
over-regulation would have on the broad array of franchised industries, the
FTC concluded in its final rule notification: ““Therefore, the Commaission
declines to impose industry-wide provisions mandating substantive terms
of private franchise contracts that would impact on the entire franchise
industry, not just those franchise systems that are the subject of
commenters’ complaints.” (Federal Register, Vol. 72, No. 61, March 30,
2007)

Franchising is a successful and growing business model in New Jersey and
research suggests that over-regulation of franchised outlets can lead to a
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decline in the number of franchised businesses. Therefore, New Jersey residents would
be denied the opportunity to invest in franchised businesses. Additionally, employment
in franchised industries is “significantly reduced when states enact restrictions on
franchisor termination rights and the effect is larger when states Iimit the ability to
contract around these restrictions.” (The Effect of Contract Regulation: The Case of
Franchising, Klick, Kobayashi, Ribstein; 2006; http://ssrn.com/abstract=95 1464)

As you can see, the negative ramifications of A2491 outweigh isolated concerns within a
single brand. A legislative response to very specific concerns between two parties will
cause distuption to franchising statewide. This legislation’s impact should be carefully
debated and considered.

Please contact me should you have any questions or require additional information.

Sincerely,

D1rect0r, Government Relations



