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Lasting impact: Study finds AG Ferguson’s no-poach initiative boosted income for low-
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Salary increase of approximately $1,000 directly a�ributable to AG ini�a�ve at targeted chains

SEATTLE — A recent independent economic study evalua�ng the impact of A�orney General Bob Ferguson’s No-Poach Ini�a�ve concluded that it directly
increased wages for low-income franchise workers na�onwide.

The researchers controlled for other possible factors, including infla�on and cost of living. Their study examined job pos�ngs from a group of 185
corpora�ons that changed their prac�ce as a result of Ferguson’s No-Poach Ini�a�ve. The authors determined that adver�sed wages increased by more
than 3.3% specifically as a result of the ini�a�ve — a pay raise of $1,041.71 for workers employed by these corpora�ons, who earn an average salary of
$31,567.

Collec�vely, the 185 franchisors examined in the study employ millions of employees, meaning the long-term, na�onwide impact of the ini�a�ve likely
totals in the billions of dollars, based on the new research.

Ferguson’s No-Poach Ini�a�ve was a two-year project (h�ps://www.atg.wa.gov/news/news-releases/ag-report-ferguson-s-ini�a�ve-ends-no-poach-
prac�ces-na�onally-237-corporate) that ended the use of illegal no-poach clauses in franchise agreements at all chains that operate in Washington, a total
of 237 companies, including McDonald’s, Any�me Fitness and Jiffy Lube.

No-poach clauses appear in franchise agreements between owners of franchises and corporate headquarters. The illegal clauses prohibit employees from
moving among stores in the same corporate chain, a prac�ce that economists believe stagnates wages and limits growth opportuni�es. For example, the
clauses would prohibit an employee at one Burger King loca�on from accep�ng employment at another Burger King franchise loca�on for higher pay.
Importantly, employees had no knowledge of these agreements between franchisors and the corporate brand.

In order to avoid a lawsuit from the A�orney General’s Office, hundreds of corpora�ons entered into legally enforceable agreements to end the use of no-
poach clauses na�onwide. One company ini�ally refused — Jersey Mike’s. Ul�mately, a�er the A�orney General’s Office filed a lawsuit, Jersey Mike’s
entered into the same agreement as the other companies and paid $150,000 (h�ps://www.atg.wa.gov/news/news-releases/jersey-mike-s-will-pay-150k-
resolve-ag-ferguson-s-first-no-poach-lawsuit).

“When employers fairly compete for labor, workers benefit,” Ferguson said. “This research reveals the extent to which the system was rigged against
workers. I’m proud my legal team put a stop to it.”

Studying na�onwide impact

The study, “The Effect of No-poaching Restric�ons on Worker Earnings in Franchised Industries (h�ps://papers.ssrn.com/sol3/papers.cfm?
abstract_id=4155577),” was conducted and wri�en by four economists: Brian Callaci (Chief Economist, Open Markets Ins�tute), Sergio Pinto (PhD student,
University of Maryland and Ins�tuto Universitário de Lisboa), Marshall Steinbaum (Assistant Professor of Economics, University of Utah; Senior Fellow in
Higher Educa�on Finance, Jain Family Ins�tute), and Ma�hew Walsh (Research Lead, Burning Glass Technologies).

The authors are not connected to the A�orney General’s Office, and the work was not requested by the office.

The researchers looked at 1,469,581 job pos�ngs by 576 companies from across the country between 2015 and 2021. They analyzed the adver�sements
to compare wage offerings between companies targeted by the A�orney General’s enforcement effort and those that operate outside Washington and
were therefore not within the scope of the ini�a�ve, as well as those companies that did not have a no-poach provision in place beforehand.

The analysis showed that companies subject to the ini�a�ve offered an overall 3.3% salary increase in job pos�ngs, compared to companies that were not
part of the ini�a�ve, controlling for �me, occupa�on, loca�on and franchise chain.

The authors write: “It should be noted that the methodology we employ, comparing chains that entered into [a legally binding Assurance of
Discon�nuance] to chains that did not, would underes�mate the impact of the enforcement campaign on pay in franchising labor markets broadly if the
effect was to increase compe��on throughout the sector, not only at chains that entered into AODs.”

Although the paper does not directly examine impacts to exis�ng workers, these workers would have the opportunity to apply for the new, higher-paying
jobs, and to use these increased wages to poten�ally bargain for raises from exis�ng employers.

The authors expect to submit the research for peer-reviewed publica�on.

Ferguson’s ini�a�ve to eliminate no-poach clauses

Ferguson’s no-poach ini�a�ve had a na�onwide impact, but it did not involve other states.
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The ini�a�ve began with a September 2017 ar�cle in the New York Times �tled “Why Aren’t Paychecks Growing? A Burger-Joint Clause Offers a Clue
(h�ps://www.ny�mes.com/2017/09/27/business/pay-growth-fast-food-hiring.html).” The ar�cle focused on the downward pressure no-poach
agreements among fast-food franchises place on wages. A�er reading the ar�cle, Solicitor General Noah Purcell referred the subject to Ferguson. The
ar�cle cited research by Princeton economists Alan Krueger and Orley Ashenfelter highligh�ng the harms to workers caused by the prac�ce.

Professors Krueger and Ashenfelter examined franchise agreements for 156 of the largest franchise companies in the United States. The franchise
agreements for companies with more than 500 loca�ons opera�ng in the U.S. were analyzed for any language “restric�ng the recruitment and hiring of
employees from other units within the franchise company.”

The economists asserted that “no-poach” clauses reduce opportuni�es for low-wage workers and stagnate wages, harming workers in Washington and
across the na�on. For example, the clauses would prohibit an employee at one Burger King loca�on from accep�ng employment at another Burger King
franchise loca�on for higher pay. Importantly, employees had no knowledge of these agreements between franchisors and the corporate brand.

In January 2018, Ferguson’s An�trust Division launched an inves�ga�on into no-poach clauses na�onwide. As a result of our ini�a�ve to eliminate no-
poach clauses, 237 corporate franchisors, ranging from McDonald’s to Jiffy Lube, signed legally binding agreements to end no-poach prac�ces na�onwide,
covering 4,700 Washington loca�ons and nearly 200,000 loca�ons around the country. Despite its na�onal scope, this was not a mul�state effort.

When Krueger and Ashenfelter’s paper was formally published in 2022 in the Journal of Human Resources
(h�p://jhr.uwpress.org/content/early/2021/10/07/jhr.monopsony.1019-10483.full.pdf+html), it included a sec�on addressing the office’s work, no�ng
that it provides the basis for a study “to determine what effect, if any, these agreements may have had on worker wage rates or condi�ons of
employment.”

Callaci, Pinto, Steinbaum and Walsh’s work was in response to that prompt.

 

Tes�mony before the U.S. House of Representa�ves

In October of 2019, Assistant A�orney General Rahul Rao tes�fied before the U.S. House Judiciary Commi�ee’s Subcommi�ee on An�trust, Commercial
and Administra�ve Law. U.S. Rep. Pramila Jayapal of Washington state is a member of the commi�ee.

In addi�on to other an�trust work of the office, Rao discussed the success of the an�-no-poach ini�a�ve. Rao shared the types of clauses the office has
seen in companies across the na�on, the effects these no-poach clauses could have on workers’ wages and opportuni�es, and the wide range of industries
that use these prac�ces.

For example, the office has found that across the many industries they have inves�gated, approximately 65% of corporate chains include no-poach
provisions in their franchise contracts.

Jayapal praised the A�orney General’s Office for its ini�a�ve.

“One of the things I have appreciated about our state AG’s Office is that you don’t wait for people to come to you, you actually iden�fy a problem … and
then you act aggressively and pursue an enforcement strategy that has resulted in posi�ve gains for millions of workers across the country.”

Wri�en tes�mony for the A�orney General’s Office can be found here (h�ps://agportal-
s3bucket.s3.amazonaws.com/uploadedfiles/Another/News/Press_Releases/WA%20AAG%20Rahul%20Rao%20-%20Wri�en%20Tes�mony_0.pdf).

A�orney General’s An�trust Division

Senior Assistant A�orney General Jonathan Mark and Assistant A�orneys General Eric Newman, Rahul Rao and Jus�n Wade of the A�orney General’s
An�trust Division led the no-poach ini�a�ve.

The An�trust Division is responsible for enforcing the an�trust provisions of Washington's Unfair Business Prac�ces-Consumer Protec�on Act. The division
inves�gates and li�gates complaints of an�compe��ve conduct and reviews poten�ally an�compe��ve mergers. The division also brings ac�ons in federal
court under the federal an�trust laws. It receives no general fund support, funding its own ac�ons through recoveries made in other cases.

The An�trust Division inves�gates complaints about poten�al an�-compe��ve ac�vity. For informa�on about filing a complaint,
visit h�ps://fortress.wa.gov/atg/formhandler/ago/An�trustComplaint.aspx (h�ps://fortress.wa.gov/atg/formhandler/ago/An�trustComplaint.aspx).
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Washington’s A�orney General serves the people and the state of Washington. As the state’s largest law firm, the A�orney General’s Office provides legal
representa�on to every state agency, board, and commission in Washington. Addi�onally, the Office serves the people directly by enforcing consumer
protec�on, civil rights, and environmental protec�on laws. The Office also prosecutes elder abuse, Medicaid fraud, and handles sexually violent predator
cases in 38 of Washington’s 39 coun�es. Visit www.atg.wa.gov (h�ps://gcc02.safelinks.protec�on.outlook.com/?
url=h�ps%3A%2F%2Fwww.atg.wa.gov%2F&data=04%7C01%7Cbrionna.aho%40atg.wa.gov%7Cca1de901495e4dbe44e808d938325a7e%7C2cc5baaf3b9742c9bcb8392cad
to learn more.
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