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The Economic Impact of Franchised Businesses
In the United States

EXECUTIVE SUMMARY

Background--Franchised businesses generate a significant amount of economic activity
in the United States. For that reason they stimulate still more economic activity in non
franchised businesses. The purpose of this study is to measure the total economic
impacts of franchised businesses for the latest year that that can be done (2001). The
estimates pertain to the economies of the United States, every State, and every
Congressional District.

What Happens I n Franchised Businesses--Franchised businesses operated 767,483
establishments in the United States in 2001, counting both establishments owned by
franchisees and establishments owned by franchisors. They provided 9,797,117 jobs, met
a$229.1 billion payroll, and produced $624.6 billion of output. Hence, franchised
businesses accounted for 7.4 percent of all private-sector jobs, 5.0 percent of al private-
sector payrolls, and 3.9 percent of all private-sector output. To indicate economic size in
adifferent way, franchised businesses employed about the same number of people in
2001 as did all manufacturers of durable goods, such as computers, cars, trucks, planes,
communications equipment, primary metals, wood products, and instruments.

What Happens Because of Franchised Businesses—The economic impact of
franchising goes beyond activities inside franchised businesses, because their purchases
and the personal purchases of their owners and workers make non franchised businesses
bigger. Thus, the total impact of franchising was to create 18,121,595 jobs (13.7 percent
of all private-sector jobs) and $506.6 billion of payroll (11.1 percent of al private-sector
payroll) in 2001. In very round terms, economic activity in franchised businesses
generated about the same amount of additional activity in nonfranchised businesses.

Prevalence of Business Format Franchising—Business format franchising was more
prevalent than product distribution franchising in 2001, accounting for about 4.3 times as
many establishments and 4 times as many jobs. Franchisees owned most (76 percent) of
the establishments that operated under a business format franchise. Business format
franchises operated more establishments, met a greater payroll, and generated more
output in Business Services than in any other single line of business; Quick Service



Restaurants hired more people. Automotive and Truck Dealers provided the most jobs
and greatest payroll among product distribution franchises.

States and Congressional Distrids—Franchised businesses operate in every
Congressional District. Jobs and payrolls in franchised businesses were greatest in
California, Texas, Florida, and Illinoisin 2001. Relative to the size of the statewide
economy, franchising had the greatest impact on jobs and payrolls in Nevada, Arizona,
New Mexico, Florida, and Mississippi.



The Economic Impact of Franchised Businesses
In the United States

EXTENDED SUMMARY OF THE RESULTS

A. Background to the Study

| ntroduction

Thisis astudy of the economic impact of franchising in the United States. More
particularly, it is a study of the economic activity generated by and because of franchisors
and franchisees who are engaged in business format franchising or product distribution
franchising.

The report consists almost entirely of tables of estimates of economic impacts. In all,
there are 546 tables: five relating to the U.S. economy [Views US(1)-US(5)], 105
relating to the economies of the States and District of Columbia[Views S(1)-S(105)], and
436 relating to Congressional Districts and the District of Columbia [Views CD(1)-
CD(436)]. Therest of the report consists of text—an Executive Summary, this Extended
Summary of the Results and an Appendix that addresses technical subjects.

The International Franchise Association Educational Foundation commissioned the
National Economic Consulting practice of PricewaterhouseCoopers to perform the study.

Objectives

Activitiesin franchised businesses—The first objective of this report is to estimate the
amount of economic activity that occurs in franchised businesses. We measure the—

Number of establishments
An establishment is a single physical location at which businessis
conducted or services or industrial operations are performed. A business
may consist of more than one establishment. An establishment may be
owned by the franchisor or the franchisee.




Number of jobs
Jobs are positions filled by part-time and full-time employees or by self-
employed individuals.

Annual payroll
Payroll includes not only wages and salaries, but also commissions,

vacation and sick-leave pay, fringe benefits, and all other forms of
compensation.

Annua output
The output of a business is the value of goods and services it produces. In

generd, in federa input-output analyses output is very much like sales
revenue; except in retailing and wholesaling, output is measured by the
difference between sales revenue and cost of goods sold (or "margin”).

We measure these economic quantities—

For the United States aggregating all franchised businesses in the nation
Separately for each State and the District of Columbia, aggregating all franchised
businessesin a State

Separately for each Congressional District, aggregating all franchised businesses
in a Congressional District

Activities occurring because of franchised businesses.—The second objective of this
report is to estimate the amount of economic activity that occurs because of franchised
businesses. Franchised businesses purchase products and services from other businesses,
which employ more workers and make larger payrollsin order to fill the orders from
franchised businesses. Likewise, the employees and owners of franchised businesses
spend their incomes on products and services from other businesses, which enploy more
workers and make larger payrolls on that account.

In describing the amount of economic activity that occurs because of franchised
businesses we combine activity in franchised businesses with the additional activity it
stimulates in other businesses. For example, if the $1000 of output of a franchised
business resultsin an additional $700 of output in other businesses we report that $1700
of output occurs because of franchised businesses. (In other economic studiesthe $1000
is sometimes called the “direct impact,” the $700 is caled the “indirect impact” or “ripple
effect,” and the $1700 is called the “total impact.”)



Thus we estimate the—

Number of jobs filled because of franchised businesses
Size of payrolls met because of franchised businesses
Value of output produced because of franchised businesses

We report these economic quantities—

For the United States
Separately for each State and the District of Columbia
Separately for each Congressional District

Detail by business model, line of business, and owner ship.—The other objectives of
this report are to—

Differentiate the economic contributions of companies that follow the product
distributionmodel from those that follow the business format model.
Differentiate, among business format franchises, the contributions of franchisor-
owned establishments and franchisee-owned establishments.

Estimate economic activity in franchised businesses operating in 13 lines of
business. The table on pages 8 and 9 below lists the 13 lines of business and
partialy notes their constituents. A detailed crosswalk that links lines of business
with codes in the North American Industrial Classification System isin the
Appendix.

Methods

Data processing required—To our knowledge, the statistics that are presented in this
report are not available anywhere else. To derive them we have fit together and
processed data from several major sources. Each source contributes something, but no
source has everything.

Our technical procedures are described in greater detail in the Appendix.



Measuring activity in franchised businesses—We use three databases that contain
different types of economic information about business establishments in every industry
and every county of the country:

County Business Patterns, produced by the U.S. Bureau of the Census
Nonemployer Satistics, produced by the U.S. Bureau of the Census
IMPLAN, produced by the Minnesota IMPLAN Group

Used together, these databases provide a systematic, comprehensive, and detailed
accounting of establishments, jobs, payroll, and output. However, they do not identify
which establishments are franchised businesses and which are not. Therefore, to obtain
our estimates of franchise activity, we meld the databases with two other sources that
indicate franchising activity—namely,

MarketPlace CD-Rom, produced by Dun & Bradstreet
A Survey conducted in 2003 by the International Franchise Association
Educational Foundation

We use the latest version of every source of data as it stood going into 2004, which has
the result that the statistics we compute are oriented to economic activity that occurred in
2001.

Measuring activity occurring because of franchised businesses—We use the
economic modeling system developed by the Minnesota IMPLAN Group in order to
estimate the additional economic activity that occurs outside of franchised businesses
because of the economic activity that occurs inside franchised businesses. IMPLAN isa
well known tool of its kind and is similar to the Regional Input-Output Modeling System
developed by the U.S. Department of Commerce.

IMPLAN is built around an “input-output” table in which arerecorded the purchases that
each industry has made from other industries in past years. When economic activity
occurs in a franchised business, purchases are made in other industries according to the
patterns recorded in the input-output table. These purchases in turn spark still more
purchases, and so on. Meanwhile, employees and business owners make personal
purchases out of the additional income that is generated by this process sending more
new demands rippling through the input-output table. When these iterations are
complete, the modd will have calculated the jobs, payroll, and output that occur
throughout the economy because of the franchised business.



Special note about Congressional Districts—Our measures of economic activity inand
because of franchised businesses are compiled for each county (or group of counties
when complete data for a single county are not obtainable) and hence aggregate to totals
for each State. The county-level measures also aggregate to totals for a Congressiond
District when the district consists neatly of whole counties only. However, the county-
level measures do not aggregate to atotal for a Congressional District when a county falls
into more than one Congressional District.

By necessity, therefore, a“Congressional District” in this report means the collection of
those whole counties any portion (other than a de minimis portion) of which fallsin the
actual district. For example, in this research the 8" District of Virginiais defined as
including all of Fairfax County (along with all of Alexandria City, Falls Church City, and
Arlington County), whereas the actual district includes only aportion of Fairfax County
(plus all of the other jurisdictions mentioned). For an example of a different kind, Clark
County, Nevadais actually comprised of all of the 1% and 3" Districts plus some of the
2" District; in this study each District is defined as including all of Clark County. In
such cases the levels of economic activity in franchised businesses that we compute for
the Congressional District exceed those in the actua district.

The exact mapping of counties into Congressioral Districts is described in the Appendix.



Lines of Business

Business Format Franchising

1. Automotive
Includes motor vehicle parts and supply stores, tire dealers, automotive equipment
rental and leasing, and automotive repair and maintenance

2. Commercial and Residential Services
Includes building, developing, and general contracting; heavy construction;
specia trade contractors; facilities support services; services to buildings and
dwellings; and waste management and remediation services

3. Quick Service Restaurants
Includes limited-service eating places, cafeterias, fast-food restaurants, beverage
bars, ice cream parlors, pizza delivery establishments, carryout sandwich shops,
and carryout service shops with on-premises baking of donuts, cookies, and
bagels

4. Table/Full Service Restaurants

5. Retall Food
Includes food and beverage stores, convenience stores, food service contractors,
caterers, and retail bakeries

6. Lodging
Includes hotels, motels, and other accommodations

7. Red Edtate
Includes lessors of buildings, self-storage units, and other real estate; real estate
agents and brokers; and property management and other related activities

8. Retail Products and Services
Includes furniture and home furnishings stores, electronics and appliance stores,
building material and garden equipment and supplies dealers, health and personal
care stores, clothing and general merchandise stores, florists and gift stores,
consumer goods rentals, photographic services, and book and music stores

9. Business Services
Includes printing, business transportation, warehousing and storage, data
processing services, insurance agencies and brokerages, office administrative
services, employment services, investigation and security services, tax preparation
and payroll services, and heavy equipment leasing

10. Persona Services
Includes educational services, health care, entertainment and recreation, personal
and laundry services, veterinary services, loan brokers, credit intermediation and
related activities, and personal transportation



Product Distribution Franchising

11. Automotive and Truck Dedlers

12. Gasoline Service Stations

13. Beverage Bottling
Includes soft drink and bottled water manufacturing, beer and ale wholesalers,
and beer, wine, and liquor stores



B. Franchisingin the United States:
M easur es of Economic Significance

< Detailed estimatesfor thissection arein Views US(1) — US(5) >

Economic Activity In Franchised Businesses

There were 767,483 establishmentsin franchise systems in the United States in 2001.
[View US(1)] These businesses directly—

Provided 9,797,117 jobs
Provided an annual payroll of $229.1 billion
Produced output worth $624.6 billion

These businesses accounted for 3.2 percent of all U.S. business establishments. Their
economic activity accounted for—

7.4 percent of all private-sector jobs
5.0 percent of all private-sector payrolls
3.9 percent of al private-sector output

Asapoint of reference, franchised businesses provided about the same number of jobsin
the United States in 2001 as did the manufacturers of durable goods. Durable goods
include computers, engines and other industrial equipment and machinery;
communications, lighting and other electronic equipment; cars, trucks, planes, and other
transportation equipment; hardware, stampings, and other fabricated metal products;
basic steel and other primary metals; lumber and wood products, medical, controlling,
and other instruments; furniture and fixtures; and stone, clay, and glass products.
Because of the post-2001 decline in manufacturing employment, franchised businesses
probably provide more jobs than durable goods manufacturers at present.

Looking at other points of reference, franchised businesses provided more jobs in 2001
than the financial activities industry (including banks, insurance carriers, and real estate),
construction industry, or information industry (including software and print publishing,
motion pictures and videos, radio and television broadcasting, and telecommunications
carriers and resellers).
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Employment by Economic Sector in 2001

Information 3,629,000
Construction 6,826,000
Financial activities 7,807,000
Franchised businesses 9,797,000

Durable goods manufacturing 10,335,000

Source: U.S. Department of Labor, for data other than franchised
businesses.

Economic Activity Because of Franchised Businesses

The economic significance of franchising is greater than indicated by the activity in
franchised businesses alone, for it stimulates still more activity and causes many non-
franchised businesses to be bigger. [View US(2)] Counting economic results both inside
and outside of franchising, franchised businesses in the United States were the cause of—

18,121,595 jobs, or 13.7 percent of private-sector employment
$506.6 billion of payroll, or 11.1 percent of private-sector payrolls
$1.53 trillion of output, or 9.5 percent of private-sector output

Theratios of activity caused by franchised businesses to activity in franchised businesses
are different for jobs (1.85), payroll (2.21), and output (2.45). To use a very round
approximation, economic activity in franchised businesses stimulates about an equal
amount of additional activity in nonfranchised businesses.

Business Model and Lines of Business

Overview.—Comparing business format franchising to product distribution franchising
[View US(3)] —

About 4.3 times as many establishments operated under the business format model
Business format franchising employed 4 times as many workers

Business format franchising generated 2.5 times the payroll

Business format franchising produced nearly 3 times as much output
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Business format franchising was the model in 622,272 establishments. These
establishments provided 7,787,454 jobs, provided $162.9 billion in payroll, and produced
$460.0 billion of output. Thus, business format franchising employed about as many
people in 2001 as the financid activities industry.

Product distribution franchising was the model in 145,211 establishments, which
provided 2,009,663 jobs, provided $66.2 billion in payroll, and produced $164.6 billion
of output.

Taking the broader view and including economic activity that exists because of
franchised businesses, 14,161,252 jobs were created, $369.4 billion in payroll was
distributed, and $1.15 trillion of output was produced because of business format
franchises. Likewise, 3,960,343 jobs were created, $137.2 hillion in payroll was
distributed, and $374.2 billion of output was produced because of product distribution
franchises.

Business Format Franchising.—Business format franchising was economically
significant in 10 lines of businessin 2001. [View US(4)]

Most establishments (76 percent) that use the business format model were owned
by the franchisee; 24 percent were owned by the franchisor. Franchisee-owned
establishments outnumbered company-owned establishmentsin every line of
business, overwhelmingly so in these lines: Automotive, Commercial and
Residential Services, Retail Food, Lodging, Real Estate, Business Services, and
Personal Services.

Similarly, franchisee-owned establishments provided more jobs (71 percent of
jobs in business format franchising), payroll (77 percent), and output (76 percent)
than franchisor-owned establishments

Business Services accounted for more establishments, met a greater payroll, and
generated more output than any other single line of business. Quick Service
Restaurants hired more people.

Judged by the ratio of franchised establishments to all establishmentsin aline of
business, franchising was the most significant contributor in Quick Service
Restaurants (56.3 percent), Lodging (18.2 percent), Retail Food (14.2 percent)
and Table/Full Service Restaurants (13.1 percent). The same four lines were also
at the top when comparing the ratio of jobs (or payroll) in franchised businesses to
jobs (or payrall) in al companies operating in aline of business.

12



Product Distribution Franchising.—Product distribution franchising was economically
significant in three lines of businessin 2001. [View US(5)]

Product distribution franchising dominated the line of business called Automotive and
Truck Dedlers, accounting for 31.9 percent of all business establishments and 88.1
percent of al jobs and payroll in the line. It was also the mgor business model for
Gasoline Service Stations, in which product distribution franchising accounted for more
than half of establishments, jobs, and payroll.

Product distribution franchising is more important to Beverage Bottling than can be
shown in the “% line of business’ row of View US(5). Thereason is that federd
economic statistics are not available for that line of business alone. Consequently,
activity levels in franchised establishments that bottle beverages must be compared with
levelsin aconsiderably larger industry that includes the bottling of beverages

13



C. Franchising in the States:.
M easur es of Economic Significance

< Detailed estimatesfor this section arein Views S(1) — §(105) >

Jobs

The number of jobs in franchised businesses in 2001 was greatest in California, Texas,
Florida, Illinois, and Ohio. The number of jobs created because of franchised businesses
was greatest in those same States: California (1, 914,065), Texas (1,387,826), Florida
(1,256,489), Illinois (853,517), and Ohio (782,061). [View S(1)]

Considered relative to the size of a State's economy, franchising had the greatest impact
on jobsin Nevada. Jobs filled because of franchised businesses were 20.0 percent of
Nevada's private-sector workforce. Arizona, New Mexico, Mississippi, Tennessee,
Florida, and Oklahoma were close to the top in terms of the percentage impact of
franchising on jobs in the State.

Jobs created because of franchised businesses were at least 10 percent of the private-
sector workforce in all but four States and the District of Columbia.

Payroll

The impact of franchising on payrolls in the States tracked its impact on jobs in 2001.
The payrolls met in franchised businesses were greatest in California, Texas, Florida,
Illinois, and New York. Likewise, the payrolls distributed because of franchised
businesses were greatest in California ($62.2 billion), Texas ($39.3 hillion), Florida
($32.9 hillion), Hllinois ($27.0 billion), and New Y ork ($23.2 billion). [View S(2)]

Considered relative to the size of a State’' s economy, franchising had the greatest impact
on payrolls in Nevada, where payrolls distributed because of franchised businesses were
19.1 percent of Nevada's private-sector payrolls. This percentage was also relatively
high in Arizona, New Mexico, Wyoming, Florida, Mississippi, and Missouri.

Payrolls distributed because of franchised businesses were at least 10 percent of the
private-sector payroll in al but 10 States and the District of Columbia.
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Output

In 2001 the value of output produced in franchised businesses was greatest in California,
Texas, Florida, Illinois, and New York. Likewise, the value of output produced because
of franchised businesses was greatest in California ($187.4 hillion), Texas ($121.1
billion), Florida ($105.0 billion), Illinois ($79.2 billion), and New Y ork ($72.1 hillion).
[View S(3)]

Franchising was especially important to output in Nevada, Arizona, Florida, New
Mexico, and Maryland. Output produced because of franchised businesses was ét its
highest in these States, when gauged against all private-sector output in those States.

Overal, output produced because of franchised business made up at least 10 percent of
the private-sector output in 20 States.

Business Model and Ownership

Details concerning the respective economic activities in and because of business format
and product distribution franchising and in franchisee-owned establishments and

franchisor-owned establishments are shown in Views S(4) — S(54). Thereis a separate
view for each State and the District of Columbia. The views are ordered alphabetically.

Relationships that were noticed in the U.S. economy recurred in the State economies as
well. In every State—

There were more establishments operating under the business format model than
the product distribution model. Business format franchising also provided more
jobs than product distribution franchising.

Franchisee-owned establishments outnumbered franchisor-owned establishments
and also provided more jobs.

Congressional Districts

The number of jobs that existed in each Congressional District of a State in 2001, both in
franchised businesses and because of franchised businesses, are shown in Views S(55) —
S(105). Thereis a separate view for each State and the District of Columbia. The views
are ordered alphabetically.
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D. Franchising in Congressional Districts:
M easur es of Economic Significance

< Detailed estimatesfor this section arein Views CD(1) — CD(435) >

Estimates of the economic significance of franchising in a Congressional District in 2001
are shown in Views CD(1) — CD(435). Thereis a separate view for every district. The
views are ordered aphabetically by State and numerically within States. Therefore, View
CD(1) is for the 1% district of Alabama, View CD(2) is for the 2" district of Alabama,
and so on.

A view displays the number of establishments and the extent of employment, payroll, and
output in franchised businesses in a Congressional District in 2001. The employment,
payroll, and output occurring in the district because of franchised businesses are also
shown. Those estimates are displayed separately for business format franchising and
product distribution franchising. The business format franchising estimates are shown
separately for franchisee-owned and franchisor-owned establishments.

As explained above under Special note about Congressional Districts, a Congressional
Digtrict inthis report means the collection of those whole counties any portion of which
(other than a de minimis portion) fallsin the actual congressional district. This
convention is necessary because the federal data that support this report are generally
reported at the county level.
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VIEW US(1)

Economic I mpact of Franchised Businesses

DIRECT CONTRIBUTIONS TO THE U.S. ECONOMY

In Franchised Percent of U.S.

Business Private Sector
Jobs 9,797,117 1.4%
Payroll $229.1 hillion 5.0%
Output $624.6 hillion 3.9%
Establishments 767,483 3.2%

» Thereare 767,483 franchised business establishments in the United States.

» Franchised businesses provide 9,797,117 jobs and employ 7.4 percent of the
national private-sector workforce.

» Franchised businesses supply an annua payroll of $229.1 billion, or 5.0
percent of all private-sector payrollsin the United States.

» Franchised business produce goods and services worth $624.6 billion per year,
or 3.9 percent of private-sector output in the United States.

» We includein “franchised businesses’ al those establishments that are part of

afranchise system — those businesses owned by franchisees and those owned
by the franchisor.

Data pertain to 2001




VIEW US(2)

Economic Impact of Franchised Businesses

TOTAL CONTRIBUTIONSTO THE U.S. ECONOMY

Because of Percent of U.S.

Franchised Businesses Private Sector
Jobs 18,121,595 13.7%
Payroll $ 506.6 billion 11.1%
Output $ 1.53 trillion 9.5%

Franchised businesses provide income to their workers, owners, and other
businesses, who then spend it and create still more income for other parties. As
this cycle repeats, the jobs, payroll and output that exist because of franchised
businesses grow beyond the jobs, payroll and output that are in franchised
businesses alone.

Franchised businesses are the cause of 18,121,595 jobs and 13.7 percent of all
U.S. private-sector jobs.

Franchised businesses are the cause of $506.6 billionof annual payrollsand 11.1
percent of al private-sector payrolls in the United States.

Franchised businesses are the cause of $1.53 trillionof annual output and 9.5
percent of al private-sector output in the United States.

Data pertain to 2001




VIEW US(3)

Economic I mpact of Franchised Businesses

BUSINESSFORMAT AND PRODUCT DISTRIBUTION FRANCHISES
IN THE UNITED STATES

In Franchised Businesses

Business For mat Product Distribution Percent BFE Per cent PD
Jobs 7,787,454 2,009,663 79.5% 20.5%
Payroll $162.9 hillion $ 66.2 hillion 71.1% 28.9 %
Output $460.0 hillion $ 164.6 billion 73.6% 26.4 %
Establishments 622,272 145,211 81.1% 18.9%

Because of Franchised Businesses

Business For mat Product Distribution Per cent BF Percent PD
Jobs 14,161,252 3,960,343 78.1% 21.9%
Payroll $ 369.4 hillion $ 137.2 hillion 72.9% 27.1%
Output $1,151.0 billion $374.2 hillion 75.5% 24.5%

A\

Business format franchising accounts for 622,272 establishmentsand product distribution franchising accounts for 145,211
establishments.

Business format franchising provides 7,787,454 jobs, or 4 times as many as product distribution franchising.

Business format franchising is the cause of 14,161,252 jobs in the United States.

Product distribution franchising is the cause of 3,960,343 jobs in the United States.

YV VV

Data pertain to 2001



VIEW US(4)

Economic I mpact of Franchised Businesses

LINES OF BUSINESS AND OWNERSHIP OF
BUSINESS FORMAT FRANCHISESIN THE UNITED STATES

Jobs Payroll Output Establishments
Quick Service Restaur ants
Franchisor owned 1,189,324 $ 12.2 billion $46.4 billion 61,524
Franchisee owned 1,547,242 $ 15.6 hillion $60.3 hillion 82,833
Total 2,736,566 $27.8hillion| $106.7 billion 144,357
5 :
/"bOf line of 79.4% 79.0% N/A 56.3 %
usiness
L odging
Franchisor owned 34,386 $ 0.6 billion $ 2.3 hillion 1,622
Franchisee owned 399,231 $ 7.4 hillion $26.7 hillion 18,828
Total 433,616 $8.1billion $29.0 billion 20,450
% of line of 0 0 o
business 24.0 % 23.0% N/A 18.2 %
Table/Full Service Restaurants
Franchisor owned 461,126 $ 5.6 hillion $18.0 hillion 17,659
Franchisee owned 493,554 $5.7 billion $19.2 billion 21,303
Total 954,681 $11.3 billion $37.2 billion 38,961
% of lineof 21.9% 21.4% N/A 131 %
business

» Business format franchising is economically significant in 10 lines of business.

> Intotal, and in every line of business, there are more establishments that are owned by
franchisees than by the franchisor.

» Business Services accounted for more establishments, met a greater payroll, and

generated more output than any other single line of business. Quick Service Restaurants

hired more people.
» Franchised establishments are the greatest percentage of all line-of-business
establishments in Quick Service Restaurants Lodging, and Retail Food.

Data pertain to 2001




VIEW US(4)

Economic I mpact of Franchised Businesses

LINES OF BUSINESS AND OWNERSHIP OF
BUSINESSFORMAT FRANCHISESIN THE UNITED STATES

Jobs Payroll Output Establishments
Retail Food
Franchisor owned 81,788 $ 1.3 hillion $ 3.3 billion 6,235
Franchisee owned 515,522 $ 8.5 hillion $ 20.6 hillion 39,303
Total 597,311 $9.9 hillion $23.9 hillion 45,539
5 .
/"bOf line of 16.8 % 16.9 % N/A 14.2 %
usiness
Automotive
Franchisor owned 21,254 $ 0.6 billion $ 1.9 hillion 4,118
Franchisee owned 127,143 $ 3.4 hillion $11.2 hillion 24,637
Total 148,397 $4.0billion $13.1 billion 28,755
% of line of 0 0 o
busiNess 6.9% 7.0% N/A 49 %
Business Services
Franchisor owned 215,285 $ 8.7 hillion $19.3 hillion 25,750
Franchisee owned 1,123,300 $45.2 billion| $100.6 billion 134,358
Total 1,338,586 $53.8 billion| $119.8hillion 160,108
% of lineof 5.4% 5.0% N/A 3.3%
business
Real Estate
Franchisor owned 6,127 $ 0.2 billion $ 1.2 billion 1,209
Franchisee owned 142,644 $45billion| $28.0hillion 28,155
Total 148,771 $4.7 billion $29.2 hillion 29,365
> .
% of line of 4.9% 48% N/A 1.5%
business

Data pertain to 2001




VIEW US(4)

Economic I mpact of Franchised Businesses

LINES OF BUSINESSAND OWNERSHIP OF
BUSINESSFORMAT FRANCHISESIN THE UNITED STATES

Jobs Payroll Output Establishments
Retail Products & Services
Franchisor owned 134,010 $ 2.7 billion $6.4 billion 18,992
Franchisee owned 297,580 $ 6.0 billion $14.3 billion 42,174
Total 431,590 $ 8.8 hillion $20.8 hillion 61,166
= .
/"bOf line of 3.7% 3.6% N/A 2.2%
usiness
Per sonal Services
Franchisor owned 134,537 $ 4.7 billion $11.2 billion 9,785
Franchisee owned 619,257 $ 21.6 billion $51.3 billion 45,041
Total 753,793 $26.2 billion| $62.5hillion 54,826
% of line of 0 0 o
LS NesS 2.4 % 2.3% N/A 0.9 %
Commercial and Residential Services
Franchisor owned 6,982 $0.2 hillion $ 0.5 hillion 1,108
Franchisee owned 237,160 $8.1hillion $17.3 billion 37,636
Total 244,142 $ 8.3 hillion $17.8 hillion 38,744
% of lineof 21% 20% N/A 1.0 %
business
All Business For mat Franchises
Franchisor owned 2,284,820 $36.8hillion| $110.4billion 148,004
Franchisee owned 5,502,634 | $126.1billion| $349.6 hillion 474,268
Total 7,787,454 | $162.9billion| $460.0billion 622,272

Data pertain to 2001




Economic I mpact of Franchised Businesses

VIEW US(5)

LINESOF BUSINESSIN PRODUCT DISTRIBUTION FRANCHISES
IN THE UNITED STATES

Jobs Payr oll Output Egtablishments
Automotive & Truck Dealers
1,458,906 $57.6billion| $115.2 billion 60,263
% of line of 88.1% 88.1 % N/A 31.9%
business
Gasoline Service Stations
528,682 $ 7.9 billion $41.7 billion 82,353
% of line of 56.4 % 58.0 % N/A 64.0 %
business
Bever age Bottling
22,075 $ 0.7 billion $ 7.7 billion 2,595
% of line of 6.9% 7.4% N/A 5.9 %
business

» Product distribution franchising is economically significant in three lines of business.

» Automotive and Truck Dealers provide more jobs, meet a greater payroll, and generate
more output than any other single line of business; Gasoline Service Stations operate
more establishments.

Data pertain to 2001



VIEW S(1)

Economic I mpact of Franchised Businesses

FRANCHISING AND JOBSIN THE STATES

Because of Jobs Caused by
In Franchised Franchised Franchising as
State Businesses Businesses Per cent of State Jobs

Alabama 162,593 285,274 15.4%
Alaska 15,387 28,099 10.8%
Arizona 223,949 430,285 19.4%
Arkansas 96,694 171,818 14.9%
California 1,001,196 1,914,065 12.4%
Colorado 181,415 353,388 15.2%
Connecticut 96,962 178,249 10.0%
Delaware 29,268 48,325 11.2%
District of 16,586 28823 6.3%
Columbia

Florida 616,724 1,256,489 16.6%
Georgia 351,250 644,234 16.1%
Hawaii 37,587 73,205 14.2%
|daho 41,688 77,341 14.0%
[linois 459,975 853,517 13.9%
Indiana 246,256 428,851 14.7%
lowa 119,806 208,843 14.6%
Kansas 112,370 200,261 15.7%
Kentucky 166,009 280,594 16.2%
Louisana 160,485 294,866 16.0%
Maine 35,064 66,072 11.0%
Maryland 179,237 353,846 14.6%
M assachusetts 181,465 337,201 9.5%
Michigan 322,445 569,457 12.5%
Minnesota 205,992 378,694 13.8%

Data pertain to 2001




Mississippi 105,343 184,358 17.3%
Missouri 235,922 442 364 16.2%
Montana 31,370 57,639 15.5%
Nebraska 70,872 129,540 15.2%
Nevada 107,926 206,797 20.0%
New Hampshire 41,177 78,019 12.1%
New Jer sey 213,951 401,480 9.7%
New Mexico 64,994 123,664 18.9%
New York 376,261 699,570 8.1%
North Carolina 308,655 548,709 14.0%
North Dakota 24,175 44,145 14.8%
Ohio 448,808 782,061 14.1%
Oklahoma 131,698 237,937 16.6%
Oregon 119,262 224,881 14.2%
Pennsylvania 376,830 705,265 12.2%
Rhode Idand 31,003 54,884 11.6%
South Carolina 160,560 284,060 15.7%
South Dakota 30,356 54,807 15.3%
Tennessee 246,294 456,050 16.7%
Texas 756,568 1,387,826 14.6%
Utah 83,457 159,642 15.1%
Vermont 16,742 30,939 9.9%
Virginia 290,480 536,080 16.1%
Washington 181,722 330,041 12.6%
West Virginia 60,321 103,221 16.2%
Wisconsin 201,545 360,631 13.5%
Wyoming 20,424 35,190 16.4%
U.S. Total 9,797,117 18,121,595 13.7%

» The number of people employed because of franchised businesses is greatest in
Cadlifornia, Texas, Florida, Illinois, and Ohio.

» Franchising has the greatest percentage impact on jobs in Nevada—jobs held because of
franchising are 20.0 percent of Nevada's private-sector workforce. Arizona, New
Mexico, Mississippi, Tennessee, Florida, and Oklahoma are close to the top in terms of
the percentage impact of franchising on jobs in the State.

» Employment caused by franchising is at least 10 percent of a State’s private-sector
workforcein 46 States.

Data pertain to 2001




VIEW S(2)

Economic I mpact of Franchised Businesses

FRANCHISING AND PAYROLLSIN THE STATES

Because of
In Franchised Franchised Payroll Caused by
Businesses Businesses Franchising as
State (in $ millions) | (in $ millions) | Percent of State Payroall

Alabama $3,121.6 $6,509.1 12.7%
Alaska 427.9 898.7 8.8%
Arizona 51145 11,670.3 17.0%
Arkansas 1,781.1 3,757.1 12.6%
California 27,208.0 62,224.3 10.3%
Colorado 4,707.8 11,029.2 13.2%
Connecticut 3,042.9 6,633.0 8.4%
Delaware 786.1 1,467.2 8.8%
District of 4746 995.2 4.4%
Columbia

Florida 13,620.8 32,919.1 14.7%
Georgia 7,872.6 17,569.0 13.3%
Hawaii 838.8 1,954.9 13.0%
|daho 812.3 1,770.4 12.1%
[linois 12,158.2 26,976.6 11.7%
Indiana 5,000.9 10,408.4 11.7%
lowa 2,355.8 4,869.5 12.4%
Kansas 2,292.1 4,867.5 12.8%
Kentucky 3,120.5 6,258.8 12.7%
L ouisiana 3,105.6 6,780.7 13.0%
Maine 785.2 1,701.7 9.8%
Maryland 4,595.2 10,715.7 12.4%
M assachusetts 5,017.7 11,457.5 7.5%
Michigan 7,639.4 15,970.6 9.9%

Data pertain to 2001




Minnesota 5,066.0 11,1741 11.7%
Mississippi 1,854.5 3,820.5 14.5%
Missouri 5412.0 12,251.2 14.5%
Montana 586.5 1,283.3 14.1%
Nebraska 1,454.7 3,209.6 13.5%
Nevada 2,657.2 5,977.8 19.1%
New Hampshire 1,060.0 2,290.1 10.6%
New Jer sey 6,542.3 14,532.0 8.3%
New Mexico 1,256.4 2,889.1 16.3%
New York 10,186.9 23,221.5 5.9%
North Carolina 6,619.4 13,725.7 11.7%
North Dakota 478.9 1,040.6 13.7%
Ohio 9,435.9 19,550.5 11.1%
Oklahoma 2,504.2 5,410.1 13.8%
Oregon 2,754.3 6,086.3 12.0%
Pennsylvania 8,874.2 19,716.0 10.3%
Rhode Idand 734.0 1,520.9 10.0%
South Carolina 3,094.8 6,420.6 12.9%
South Dakota 565.5 1,227.2 13.8%
Tennessee 5,240.1 11,463.0 14.1%
Texas 17,861.5 39,326.5 12.1%
Utah 1,694.3 3,848.5 12.9%
Vermont 353.3 745.5 8.4%
Virginia 6,699.2 14,860.0 12.8%
Washington 4,267.7 9,189.5 9.4%
West Virginia 1,023.0 2,078.6 12.5%
Wisconsin 4,492.6 9,459.1 11.4%
Wyoming 440.1 893.1 15.0%
U.S. Total $ 229,089.0 $ 506,615.5 11.1%

> Payrolls met because of franchised businesses are greatest in California, Texas, Florida,
[llinois, and New Y ork.

> Franchising makes the greatest percentage impact on payrolls in Nevada—payrolls met
because of franchising are 19.1 percent of Nevada's total private-sector payrolls.

> Payrolls caused by franchising are at least 10 percent of a State’ s private-sector payrolls
in 40 States.

Data pertain to 2001




VIEW S(3)

Economic I mpact of Franchised Businesses

FRANCHISING AND OUTPUT IN THE STATES

Because of
In Franchised | Franchised Output Caused by
Businesses Businesses Franchising as
State (in $ millions) | (in $ millions) | Percent of State Output

Alabama $8,542.5 $20,022.7 10.1%
Alaska 959.3 2,300.1 7.3%
Arizona 14,228.9 36,747.8 14.8%
Arkansas 4,821.0 11,426.3 9.4%
California 74,195.4 187,399.0 9.3%
Colorado 12,178.4 32,155.9 11.2%
Connecticut 7,837.1 18,597.5 7.8%
Delaware 2,042.4 4,275.3 7.0%
District of

Columbia 1,361.1 2,972.8 5.1%
Florida 38,292.1 105,002.3 14.7%
Georgia 21,793.6 54,512.7 11.7%
Hawaii 2,356.5 6,262.0 11.5%
Idaho 2,130.2 5,216.2 8.8%
[llinois 31,942.2 79,210.2 10.1%
Indiana 13,111.7 30,355.6 8.6%
lowa 5,848.2 13,648.1 8.7%
Kansas 5,965.6 14,420.6 9.5%
Kentucky 8,451.1 18,965.4 9.5%
Louisiana 9,035.0 22,412.0 10.1%
Maine 1,974.6 4,762.3 8.1%
Maryland 12,263.4 31,949.2 12.2%
M assachusetts 13,427.4 33,137.7 7.5%
Michigan 18,918.7 43,359.8 6.8%
Minnesota 12,666.7 31,269.0 10.0%

Data pertain to 2001



Mississippi 5,347.1 12,355.3 11.1%
Missouri 13,7117 35,280.7 11.4%
Montana 1,494.4 3,737.5 10.3%
Nebraska 3,768.5 9,453.0 9.8%
Nevada 8,025.5 20,494.1 17.1%
New Hampshire 2,928.2 6,897.0 9.5%
New Jer sey 17,602.7 42,534.3 7.7%
New Mexico 3,320.4 8,724.7 13.2%
New York 28,767.4 72,058.8 6.2%
North Carolina 18,275.7 42,438.9 9.5%
North Dakota 1,156.2 2,856.0 9.9%
Ohio 24,440.7 56,004.2 8.6%
Oklahoma 6,463.3 15,809.6 9.4%
Oregon 7,181.5 17,807.5 9.6%
Pennsylvania 24,358.9 59,945.5 8.7%
Rhode |dand 1,883.7 4,307.8 8.8%
South Carolina 8,755.9 20,331.3 10.8%
South Dakota 1,474.6 3,581.9 10.2%
Tennessee 15,229.9 37,