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McDonald’s Franchisees Push Back

Restaurant operators
oppose tighter rules,
back legislation to
give them more say

By HeaTHER HADDON

Restaurant owners are
pushing back en McDonald’s
Corp’s moves to tighten fran-
chise standards and rules, in-
creasing tension between the
burger giant and operators
who. run the bulk of its U.S.
locations.

Some franchisees are back-
ing legislation they say would
give them more control over

how they run their businesses
and how they sell them, fol-
]owing moves by McDonald’s
in recent months to more
smctly review its franchisees’

Gov. Sarah Huckabee Sanders
on April 14 signed one such
bill supported by MecDonald's
operators and other franchi-
sees, despite opposition from
the burger chain and dozens
of other franchisers.
McDonald's franchisees backed
a similar measure in Arizona.

Views are mixed - among
franchisee owners.

Robert Zarco, an attorney
with Miami-based Zarco Ein-

horn Salkowski PA, said legis-
lation can address the “un-
equal bargaining power” that
franchisers have over franchi-

sees. He was hired in February

by the National Owners Asso-
ciation, a group of McDonald’s
franchisees. But “Matthew
Haller, president of the Inter-
national Franchise Association
trade group, said the industry
doesn’t need more laws gov-
erming private business ar-
rangements.

A group of 10 TUS.
McDonald’s franchisee leaders
said in a statement shared by
the chain that a majority of
restaurant owners agrees with
McDonald’s current direction.

*“We're disappointed that a
small but vocal group is push-
ing this counterproductive
agenda,” they said.
MecDonald’s declined to
comment beyond the state-
ment shared from the franchi-
sees.

McDonald's for decades has
relied on franchisees to open
and operate restaurants, and
owners have oceasionally dis-
puted the company’s policies
or moves in the past,

Some operators say the re-
lationship has deteriorated in
recent years as McDonalds
has pushed franchisees to in-
vest more in restaurant reno-

Plegseturntopage B2

Number of U.S.
McDonald’s restaurants

14000

B e Company-
- operaited

2

Source: the company’s anmsal raports:

Franchisees

Push Back
On Rules

Continued frompage Bl
vations and other upgrades,
leading some franchisees to
form the National Owners As-
sociation in 2018. Other fran-
chisees say the relationship
remains strong, and the moves
make sense as the chain seeks
to stay competitive and mod-
ernize operations. ;

Franchisees run 95% of
McDonald’s U.S. restaurants.
Chain franchisees sold 1,169
restaurants last year and 1,758
in 2021, up from roughly 750
in 2019 and 2020, the chain’s
most recent franchise disclo-
sure document shows.

Now, McDonald’s is makmg
some of the biggest changes in
decades to the franchising sys-
tem at the root of its U.S. op-
erations, aiming to reinvigo-
rate its restaurant ownership.
McDonald’s has said the
changes will improve cus-
tomer service and sales.

In messages to McDonald's
and to fellow operators, some
of the company’s 11.5. franchi-
sees have voiced concerns as
to their relationship with the
company’s corporate manage-
ment. Some franchisees have
also complained about some of
the chain’s recent celebrity-en-
dorsed meals, which
McDonald’s has credited with
Iriving sales and excitement,

Operators also conveyed
‘heir views in an hourlong dis-
:ussion with the MecDonald’s
soard in March. Both sides
;aid the meeting was con-
structive, and discussions have
ontinued.

The NOA, a group repre-
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senting a subset of McDonald’s
franchisees, has pushed for
the state bills and is encourag-
ing owners to submit com-
ments to the Federal Trade
Commission. The agency,
which last month launched a
review of the LLS. franchising
industry, has sought input on
how franchisers may exert
control over franchisees and
workers and how mmpames
lay out expectations in' con-
tracts with owners.
McDonald's reported record -
U.S. sales for the three months
ended Dec. 31, and its stock is
trading at record highs. The
chain says it is working to
maintain the momentum. The
company is laying off hun-
dreds of corporate employees
as it seeks to become more ef-
ficient and operate faster.
Staff who work with fran-
chisees on renovating and op-
erating restaurants are among
those being cnt, according to
operators and a farewell mes-
sace viewed bv The Wall

Street Journal. The' company
is expected to close 10 local
field offices that service res-
taurants at the end of the
month, with remaining staff
working virtually, people fa-
miliar with the plans said.
Some McDonald’s operators
have spoken this year to state
lawmakers about altering state
franchising codes to protect
franchisee interests. In March,
Arkansas lawmakers intro-
duced a bill to curb what it
called “unreasonable practices
of some franchisors”
McDonald’s and more than 100
other companies wrote in a
letter that the bill represented
one of the most extreme fran-
chising regulations in the
e .
The bill was amended and
signed into law last week. The
International Franchise Asso-
ciation said the amended law
has no mea.mugfl.l.l impact on
franchising in Arkansas. The
National Owners Association
zaid it strensthene Franchi-
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sees” rights,

Joe Erlinger, McDonaId’s
U.S. president, said in a call
with operators last month that
owners supporting bills such
as the Arkansas legislation
were dividing the chain.

“You see attacks happening,
and those attacks are coming
from within*¥ Mr. Erlinger said
in the call, a recording of
which was reviewed by The
Wall Street Journal. =

Mr. Zareco, the attorney for
the franchisees, said owners
want a constructive dialogue
with McDonald's but said they
could explere further lepal
routes if the company didn't
engage, “We will resort to any
remedy we see as necessary to
protect the franchisess’ mterl
ests,” he said.

The 10 McDonald’s franchi-
see leaders said: “We recog-
nize the power of McDonald's
brand, ‘the remarkahle
strength of our business and
the massive opportunity
alhaad



