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WELCOME TO THE LABOR ISSUES SUMMIT
•

Use #IFA2022 and tag @Franchising411 on Twitter and Instagram or
@IFA.DC on Facebook
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LABOR ISSUES AFFECTING FRANCHISING
•
•
•
•
•
•

Labor shortage
California FAST Act
David Weil Nomination
Joint Employer & NLRB
FTC Franchise Rule
Build Back Better Act & the PRO Act

FRANCHISOR LABOR SURVEY
Report by FRANdata. 142 brands responded, representing 50,000+ units.
Bad news:
• Labor shortage experienced by four out of five brands
• Average number of employees per unit has recently decreased
Good news:
• 63% expect average franchisee total employment to increase
• 65% reported employee wages increased over past six months
• 66% reported they anticipate wages to increase over next six months
Most important problem facing franchise businesses today? Quality of labor

FRANCHISOR LABOR SURVEY
•

IFA & FRANdata rolled out a franchisor labor survey in late January with
the goal of understanding the current labor challenges in franchising, and
to analyze how franchise systems have navigated the current labor
markets during the economic recovery.

•

We received a total of 207 survey responses from senior executives with
titles such as CEO, President, COO, and Vice Presidents, etc.

•

•

144 completed

•

63 partials

Respondents are from 197 brands, which represent approximately 85,300
franchised units, and 4,700 company-owned units.

FRANCHISOR LABOR SURVEY
Major Labor Challenges:
•

Shortage of qualified workers – both skilled and unskilled

•

Hard to recruit new employees as well as retain existing employees

•

A record high quit rate – “Great Resignation”

•

Intensive franchisee employee wage and benefit growth – adding pressure on
labor cost management and health of the bottom line

FRANCHISOR LABOR SURVEY
Brand Distribution By Industry
(Based On Survey Respondents)
Baked Goods
Sports & Recreation
Retail Stores
Real Estate
Automotive
Pet-Related
Products/Services
Decorating & Home
Design

Others

Brand Distribution By System Size
(Based on Survey Respondents)

Maintenance
Services

500+
Franchised Units
12.7%

Retail Food

<10 Franchised
Units
17.8%
10-25
Franchised Units
9.6%

Health & Fitness

Services-General
Printing
QSR

Child-Related
Beauty-Related
Business-Related

•

•

Building &

Restaurants (Sit- Construction
Down)

101-500
Franchised Units
35.0%

26-50
Franchised Units
10.7%
51-100
Franchised Units
14.2%

Based on the 197 brands represented in the survey, 61.9% of them are mid- to large-sized
companies with more than 50 franchised units.
•
The biggest group comes from brands with 101 and 500 franchised units, attributing for 35%
of the respondent group.
The top three industries with the most number of brands who responded to the survey are
Maintenance Services, Health & Fitness, and QSR.

FRANCHISOR LABOR SURVEY
Impact of Labor Challenges on New
Franchise Unit Growth
3.4%

It’s a considerable
constraint in our system’s
ability to grow

17.6%
42.6%

36.5%

It is slowing growth
somewhat
It’s not a factor in our
system’s growth plans
Other

•

70% of the franchise brands experienced
negative impact from labor challenges on
system size growth.

•

43% reported that labor challenges are a
considerable constraint in franchise
system’s ability to grow, and an additional
37% said labor challenges are slowing
growth somewhat.

FRANCHISOR LABOR SURVEY
Average Number of Employees (Both Part& Full- Time) per Franchised Unit
17.9%

During the last 6 months, how did the
average number of employees per
franchise unit in your system change?

11-20 Employees
28.7%

21-50 Employees
56.6%

18.6%
6.9%

•

1.4%

28.0%

More than 50 Employees
No more than 10
Employees

42.0%
Increased

Decreased

Stayed the same

Not sure

A majority of (56.6%) the survey respondents have an average combined staff of both full- and part-time
employees of no more than 10 per unit.
•

•

Number of employees per franchised unit averages at 12.8 for brands represented in the survey.

Because of the pandemic, more respondents said average number of employees per franchise unit has
recently decreased, rather than increased.

FRANCHISOR LABOR SURVEY
Do your franchisees have job openings that they
are not able to fill right now?
60.0%

In the past 6 months how many qualified
applicants were there for franchisee job
openings at the average franchise unit?

51.6%

50.0%
40.0%
30.0%

20.9%

20.0%

15.0%
8.5%

10.0%
0.0%

Yes, for skilled
Yes, for
Yes, both skilled
labor
unskilled labor and unskilled
labor

•

No

3.9%
Not sure
Many

Some

Few

None

Nearly all respondents (87.6%) said franchisees are having
trouble finding either skilled or unskilled workers, or both.

Not sure

FRANCHISOR LABOR SURVEY
Usage of Sign-on and/or
Retention Bonuses
(In the past 6 months)

Usage of Sign-on and/or
Retention Bonuses
(In Next 6 months)

Which of the following are you undertaking in order to
address your franchisee's labor challenges?
45.0%

37.7%

40.0%

41.2%

35.0%

11.0%

30.0%

25.7%

25.0%

26.0%
63.0%

54.7%

19.6%

20.0%
15.0%

12.3%

8.8%

10.0%
5.0%
0.0%

Yes

•

No

Not sure

Yes

No

Not sure

Changing the
model to reduce
labor needs

Assisting in
recruiting efforts

Focusing on
retention

63% of the franchisor executives mentioned their franchisees have utilized sign-on and/or retention bonuses
in the past 6 months in order to recruit and retain employees.
•

•

Other

The trend is expected to continue in the next 6 months.

Majority of the respondents (41.2%) are taking action to focus on improving employee retention.
•

A record high quit rate in the current labor market, fueled by employees pursuing higher pay due to
wage growth.

FRANCHISOR LABOR SURVEY
Are franchise units in one region
experiencing more labor challenges than
other regions?

Yes

No

Not sure

• Labor challenge is a nationwide issue, instead of only at certain geographical
regions.
• “Some markets are harder hit but the labor issue is being felt by all Franchisees.”

FRANCHISOR LABOR SURVEY
Over the past 6 months, how did your average
franchisee employee wages change?

Increased a lot

•

Increased

About the same

Not sure

Majority of the survey respondents reported

Between 2019 and now, how did your average
franchisee employee wages change?

Increased a lot

Increased

About the same

Not sure

Looking ahead to the next 6 months, how do
you anticipate your average franchisee
employee wages changing?

recent increases on franchisee employee
wages.
•

Wage growth is anticipated to carry on in
the next 6 months.

Increasing a lot

Increasing

About the same

Not sure

FRANCHISOR LABOR SURVEY
Over the past 6 months, how did your average
franchisee employee benefit change?

Between 2019 and now, how did your average
franchisee employee benefit change?
8.5%

3.5%
0.7%

14.2%

1.4%

36.2%

13.5%

40.4%

36.9%

44.7%

Increased a lot

•

Increased

About the same

Decreased

Increased

Decreased a lot

Not sure

Not sure

Increases on average franchisee
employee benefits are also what
franchisors are expecting to see in
the next 6 months.

Increased a lot

Looking ahead to the next 6 months, how do
you anticipate your average franchisee
employee benefit changing?
0.7%

14.1%
Increasing a lot

3.5%
45.8%
35.9%

Increasing
About the same
Decreasing a lot
Not sure

About the same

FRANCHISOR LABOR SURVEY
What is the single most important problem facing
your business today?
0.0%

5.0%

10.0%

15.0%

20.0%

Quality of labor

24.5%

Cost of labor

19.6%

Inflation

13.3%

Government regulation(s) & red tape

10.5%

Poor sales
Financing and interest rates

3.5%
1.4%
0.7%

•

Quality of labor is the most pressing issue franchise businesses are facing today.

•

What problems are included in “Other”?
•

Availability of labor

•

Supply chain issue

•

Cost of materials to build new units

•

Uncertainty of COVID

30.0%
26.6%

Other

Cost or availability of insurance

25.0%

FRANCHISOR LABOR SURVEY
How labor recruiting issues are being addressed at franchisor level:
•

Add dedicated/internal recruiter to HR staff to coach franchisees through recruiting challenges

•

Develop streamlined recruiting strategies
•

Draw on franchising’s franchisee coordination culture, enhanced with technology, including
platforms that facilitate resource sharing

•

Utilize the power of scale with recruiting firms to assist

•

Create National Hiring Campaign

•

Create National Recruiting Fund or shift a portion of expenses from marketing to recruiting

•

Establish robust online placement, boosting, and processing management tools online

•

Help with creating job descriptions and hiring content to attract better talent

FRANCHISOR LABOR SURVEY
How the franchise community is addressing labor retention issues:
•

Starts with understanding of foundation skills employees are gaining

•

Emphasize brand as well as local unit education around company culture

•

Increase leadership training and goal setting skills

•

Better communication within unit and across multi-unit teams

•

Establish employee retention goals and measure effectiveness of
•

Bonuses, including multi-phased payouts and claw back rights

•

Establish training recognition programs with levels of achievement

•

Host team appreciation events

•

Enhanced employee benefit programs

•

Career ladder programs

•

Reduce labor need and gain more efficiency with technology

•

Enhancement in labor flexibility and ease of operations

AMAZON UNIONIZATION?

STARBUCKS UNIONIZATION

FRANCHISE UNIONIZATION?

CALIFORNIA’S FAST RECOVERY ACT
• California AB 257, or the FAST Recovery Act
has two primary components:

– (1) establishes a “Fast Food Sector Council” of
eleven unelected persons to establish
industry wide standards on wages, hours,
and working conditions; and
– (2) establishes of joint liability for fast food
franchisors and franchisees; implying that
Franchisors are joint employers of
franchisees
• The FAST Act applies to “fast food restaurants”,
which have been defined as a restaurant with 30+
locations nationwide with limited or no table service

CALIFORNIA’S FAST RECOVERY ACT
STATUS: Passed California Assembly in January
•
•
•
•

Policy hearings late May – July 1st
Summer break July 1st – August 1st
Appropriations hearing early August
Senate floor August 12th – adjournment August
31st

What can you do to help?
•
•
•
•

Drive franchisee engagement
Franchisor/grasstops/CEO engagement
Leverage any CA connections

Franchisees – shoot a quick video

CALIFORNIA FRANCHISEES
• Please share your business story by

shooting a quick video with us after this
session!

DAVID WEIL NOMINATION
STATUS: Pending before the U.S. Senate. The Senate Labor Committee
approved him in January 2022.
• Weil considers franchising a form of “outsourcing” and has said
“Franchisees are, in reality, employees of their brand.”
• He is the author of the 2016 Overtime Rule, broad 2016 Joint
Employment guidance document and 2015 Independent Contractor
Status guidance document
• Weil wants to make franchisors jointly liable for the wage violations of
franchisees

IFA ADVOCACY
AGAINST DAVID WEIL

NLRB & JOINT EMPLOYMENT
•

National Labor Relations Board is charged with enforcing
federal labor law (union organizing, collective bargaining)

•

2015 Brow ning-Ferris I ndustries case – NLRB
overturned over 30-year precedent requiring “direct and
immediate” control for joint employment.

•

Imposed new, expansive standard that included:
 Reserved right to control, even if unexercised
 Indirect control

NLRB RULEMAKING
• 2020 Rulemaking replaced Browning-Ferris standard
• Rule clarified that, to be considered a joint employer,
company must exercise “substantial direct and
immediate control” over the employees’ essential terms
and conditions of employment.

NLRB ETHICS
CONTROVERSY

CHALLENGES TO JOINT EMPLOYER STANDARD
•

September 2021 – SEIU filed suit to strike down 2020 NLRB rule.

•

December 2021 – IFA attempted to intervene in SEIU v. NLRB
case.

•

December 2021 – NLRB announced it will conduct new joint
employer rulemaking in 2022

•

January 2022 – Federal judge ruled all proceedings in SEIU v.
NLRB case stayed until July 6, 2022 to allow NLRB to rewrite
joint employer standard

CHALLENGES TO JOINT EMPLOYER STANDARD
•

U.S. Department of Labor may also revise standard for when a
company (read: franchisor) is considered joint employer of
another company’s employees under Fair Labor Standards Act

•

In September 2020, federal judge in New York struck down
portions of DOL’s 2020 Final Rule.

•

In 2021, Labor Department formally rescinded 2020 Final Rule.

•

No new rule has been proposed.

FEDERAL TRADE COMMISSION FRANCHISE RULE
•

Since 1978, the Franchise Rule has been the primary federal
regulation governing the franchise sector.

•

Rule affords prospective franchise owners information they need
to weigh the risks and benefits of a business investment.

•

Provides guidelines for franchisors to provide all potential
franchisees with a disclosure document containing 23 specific
items of information about the offered franchise and the overall
franchise system.

FEDERAL TRADE COMMISSION FRANCHISE RULE
•

Franchise Rule currently under decennial review

What is IFA concerned about?
• Biased FTC enforcement against franchisors.
• Rep. Jan Schakowsky (D-Ill.) proposal to grant private parties the
right to sue for violations of the FTC Franchise Rule.
• Federal franchise relationship law.
• FTC coordination with the NLRB to adopt a new joint employer
standard.

FEDERAL LEGISLATION: PRO ACT
Worst legislation for franchising ever considered by Congress
STATUS: PRO Act passed U.S. House in 2021; three U.S. Senate votes away
from majority support. Filibuster will determine PRO Act outcome
Bill includes roughly 30 pro-union provisions, including
•

Independent Contractor: Would adopt “ABC test” (like California AB-5)
to change franchisees to employees

•

Joint Employment: Would codify broad standard to make most
franchisors liable for franchisees

BUILD BACK BETTER ACT
STATUS: Currently stalled in the U.S. Senate. Passed the
House in November 2021.
•

Includes dramatically increased NLRB civil penalty authority
contained in PRO Act.

•

Includes dramatically increased FTC penalties.

VI K I NG R I VER CR UI SES V. M OR I ANA
•

U.S. Supreme Court accepted case on December 15, 2021

•

Issue: Whether Federal Arbitration Act (FAA) required
enforcement of a bilateral arbitration agreement providing
that an employee cannot raise representative claims,
including under California Private Attorneys General Act
(PAGA).

VI K I NG R I VER CR UI SES V. M OR I ANA
•

Conflict between FAA and California PAGA

•

U.S. Supreme Court has held arbitration agreements with
class-action waivers are enforceable under FAA.

•

PAGA allows individuals to sue as private attorneys general
in representative action to recover civil penalties for the
state for violations of California’s Labor Code.

•

California courts have held that arbitration agreements that
waiver right to bring a representative PAGA action are not
enforceable.
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IFA’s TOP ISSUES
2013
• Health care: Restore
40-hour work week
under ACA
• Immigration: Create
“W-visa” program to
provide temporary visas
to low-skilled workers
• Taxes: Simplified tax
code

IFA’s TOP ISSUES TODAY
• David Weil nomination
• PRO Act
• Joint employer
• ABC tests for independent contractor status
• FTC Franchise Rule
• California FAST Recovery Act
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Education and Reputation Campaign
to Tell the Story of Franchising
openforopportunity.com

RESEARCH – THE VALUE OF FRANCHISING
Oxford Econom ics conducted a s tudy of 3,521 franchis ees that as s es s ed the value of the franchis e bus ines s m odel to
workers and local com m unities

FRANCHISING IS DIVERSE: Franchis ing is not jus t, or even prim arily, fas t food
FRANCHISES ARE GOOD FOR WORKERS: Franchis es offer pay, benefits and
training that are equal to or better than com parable non-franchis e s m all
bus ines s es

FRANCHISES MEAN OPPORTUNITY: Franchis ing offers a wider and s afer path
to entrepreneurs hip for all Am ericans , but es pecially to new entrepreneurs ,
com m unities of color, wom en and veterans

FRANCHISES ARE LOCAL: Franchis es are locally owned, keeping res ources in

the com m unity and m aking franchis e bus ines s es m ore likely to give back

Scan to text FAN to 52886
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