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March 14, 2006

Ms. Edith G. Prague, Co-Chair
Mr. Kevin Ryan, Co-Chair :
Labor and Public Employees Committee i
Connecticut General Assembly !
Room 3800, Legislative Office Building
Hartford, CT 06106

Dear Senator Prague and Representative Rya

r

R SO,

The International Franchise Association (IFA), t;he largest and oldest
franchising trade group, would like to take this opportunity to comment on
Senate Bill 462, "An Act Concerning a Fair Sha*;re Health Care Surcharge.”

I
The mission of the IFA is to safeguard the business environment for
franchising worldwide. The organization represents over 1,100 franchisor,

-8,000 franchisee and 400 supplier members nationwide. America’s more

than 767,000 franchised businesses generate jobs for more than 18 million
workers (nearly 14 percerit of the nation’s private-sector employment) and
account for $1.53 trillion in economic activity (915 percent of the private-
sector economic output). In Connecticut, therelare over 8,000 franchise

. establishments. Together, these businesses employ more than 97,000

people in Connecticut and produce more than $18.5 billion in annual
economic output. i

|
The IFA strongly opposes SB 462, because thef bill blurs the distinctions
between the employees of franchisees and the lemployees of franchisors.
This is a significant departure from the well-established treatment of the -
franchise business model. The typical franchide relationship is an
independent contractor relationship to establishj standards that protect the
franchisor’s national identity and the value of its trademarks, but without
involving the franchisor in control of day to day business decisions and
operations of its franchisees. ;

The employees of a franchisee are not the emplioyees of a franchisor. First,
the franchisor and franchisee do not share ownership or financial controf.
The franchisee is the sole owner of the franchised business and retains the
profits from the business, typically after paymerit of a set royalty fee. Also,
the franchisor has no ownership interest in the business and does not
contribute money for business expenses, opera?ions, or salaries.
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Secondly, the franchisér and franchisee do not|share management. The
franchisor's managers do not have control or a physical presence In the
franchisee’s business. '

Thirdly, the franchisee is solely responsible for !c:ontrof of labor relations. The
franchise agreement typically provides that the complete contro! over
franchisee employee matters resides with the féanchisee management. The
franchisee employs all employees who work at the business and makes all
decisions with respect to employment matters (hiring, firing, discipline,
performance evaluations, promotions, demotions, raises, scheduling,
compensation, etc.). - !

And finally, there is no operational interrelation between franchisor and
franchisee. The franchisee is responsible for day-to-day operations of the
business and holds the necessary licenses and|business permits for the
businesses.  Franchisees and franchisors have|separate bank accounts,
operating budgets, tax 1D numbers, payroll acct;wnts and personnel records.

Self-employment is often path to the American c'pream, and franchising offers .
that opportunity to theusands of Connecticut citizens. This legislation places
that opportunity in jeopardy and threatens the relationship between
franchisee and franchisor.  For this reason, IFAistrongly opposes SB 462.

_ ‘ | -
IFA respectiully requests that you reject SB 462, particularly the combining of
franchisee employees with those of a franchisor, in the definition of an
“employer.” !

incerely

HASC

~ Matthew Shay |
President




