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To Whom it May Concern: 

 

The National Employment Law Project (NELP) appreciates this 

opportunity to address the problem of employer-driven debt. NELP is a 

non-profit research, policy, and advocacy organization that for over 50 

years has sought to ensure that all workers, especially those most 

vulnerable to workplace exploitation or abuse, receive the basic 

workplace protections guaranteed by our nation’s labor and 

employment laws. NELP has a long history of challenging non-compete 

provisions and the way that they undercut worker power and constrain 

worker mobility. Similarly, we support workers challenging 

misclassification as independent contractors and the way these 

fissured employment practices shift many of the basic costs of doing 

business from the corporations who should rightfully be carrying them 

onto workers who end up having to pay to work. 1  

In 2021, President Biden issued an Executive Order to promote 

competition in the economy, calling on all agencies to address barriers 

to worker mobility in the labor market, including encouraging agencies 

to ban or limit non-compete provisions.2 In July of 2022, the Federal 

Trade Commission (FTC) and the National Labor Relations Board (NLRB) 

entered into a memorandum of understanding to work together to 

challenge anticompetitive and deceptive employment practices. As FTC 

Chair Lina M. Khan noted, the agreement will “advance our shared 

mission [with the NLRB] to ensure that unlawful business practices 

aren‘t depriving workers of the pay, benefits, conditions, and dignity 

that they deserve.”3  

When employers present workers with take-it-or-leave-it terms that 

compel workers to take on debt in order to work, these arrangements 

can also be understood in a consumer protection context. Protecting 

workers and their families from this hybrid form of consumer and 

workplace debt is important to achieving the CFPB’s strategic goals of 

protecting consumers from unfair and deceptive practices and 

empowering consumers to live better financial lives.4 
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Background: employer-held debt makes workers into consumers 
Research has shown that for those without savings or accumulated wealth, worker indebtedness of any 

type results in distinct labor market decisions, including engaging in shorter job searches,5 and the 

decision to accept job offers quickly even at the cost of potential earnings.6 Some who carry unsecured 

debt but need to meet financial needs are preyed upon by unscrupulous lenders who charge onerous 

interest fees, entering into a vicious downward spiral of debt that has long-lasting financial and health 

repercussions.7 And carrying a high debt load can impact workers’ credit scores which may lead to 

denied job applications; surveys reveal that 1 in 7 respondents with poor credit histories have been told 

they were not hired for a job because of the information on their credit report.8 These implications of 

indebtedness are particularly damaging to Black and Latino families who are targeted by low credit 

scores at rates of 20 percent and 11 percent respectively (by contrast, 5 percent of white consumers 

score low on credit reports).9  

Debt may become even more constraining for workers when the debt holder is also their employer. 

When companies compel workers to repay costs for mandatory training, or to enter into unfair leasing 

or purchasing agreements for mandatory equipment, those employers push workers into employment 

structures that shift business costs off employers and onto workers (such as supposed independent 

contractor agreements or franchise agreements). If workers experience paycheck deductions for basic 
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work supplies, they are denied the most basic tenet of the labor market: the ability to realize the true 

market value of their labor. Often, these employer-imposed debt relationships are framed within the 

employment relationship and assumed to be a workplace issue, while in practice this corporate 

extension of credit to workers also resembles a predatory financial arrangement with workers paying off 

their debts with a combination of human capital, withheld wages, and employment immobility. (In fact, 

as we detail below, at times these practices involve the presence of private equity firms which thrive on 

a business model on extraction of wealth and resources to advance their own firm profits.) 

From indentured servitude to the company town, US employers have long sought to couple control of 

the workplace with the discipline of debt in order to extract labor from workers at a discounted price.  

By springing sometimes opaque legal documents on workers early into a new job, employers are using 

what some scholars call “contracts of dispossession” to trap their employees into lender/borrower 

relationships that result in longer than desired tenures with their companies.10 This practice of treating 

workers as employees and consumers resulted in some of the bloodiest labor battles of the 19th century. 

In the 21st century the outcomes may be less outwardly dramatic, but the ruin that workers experience 

while carrying employer-driven debt is no less damaging.11 These debts decrease worker mobility, 

diminish workers’ ability to negotiate higher wages, damage long-term credit worthiness, and impact 

their ability to engage in other consumer activity. 

Legal challenges to employer-held debt have often been framed as either violations of wage and hour 

law12 or as manifestations of employer misclassification of workers as independent contractors. In some 

cases, public policies regarding TRAPs have been combined with broader policies regarding non-

compete clauses.13 But this practice goes beyond traditional labor standards and protections; when 

companies exploit worker vulnerabilities to market loans or internal leasing programs for the very 

training and equipment required to do a job, the companies are operating also like financial services 

companies and, as a result, the worker is not just an employee of the firm but also truly a consumer of 

the firm’s side business.  

Indeed, the Illinois Attorney General has characterized take-it-or-leave-it contract provisions that 

compel workers to stay at an employer as violations of the state’s consumer protection laws, citing the 

provisions that, “Unfair methods of competition and unfair or deceptive acts or practices, including but 

not limited to the use or employment of any deception[,] fraud, false pretense, false promise, 

misrepresentation or the concealment, suppression or omission of any material fact, with intent that 

other rely upon the concealment, suppression or omission of such material fact” are unlawful.14  

Training Repayment Agreement Policies (TRAPs): non-compete 

provisions with a hefty price tag 
It once was the case that skills training was done by the public sector through schools (academic and 

vocational) or through publicly-funded workforce development programs, by unions through 

apprenticeships and training programs, and by employers themselves. As workers progressed through 

the workplace, skills they developed in one role prepared them for success at the next.15 As Peter 

Cappelli has pointed out, this system has long been in decline though we don’t truly know by how much 

as the federal government ceased collecting data on the issue.16 
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In recent decades, employers have made much of what they call a “worker skills gap” in trying to hire 

new employees, and a robust market has developed in expensive private job training establishments 

that demand that workers lose time and other opportunity costs  on programs that may or may not help 

them find remunerative work in the end.17 In demanding degrees and certifications, asking for extensive 

experience (including often unpaid internships), and paying lower wages during on-the-job training 

periods, employers communicate to employees and would-be employees that skills and knowledge are 

necessary for success in the labor market. This perception may make the offer of training hard to resist, 

even if it comes accompanied by sometimes obfuscatory language about time required in lieu of 

repayment or collection practices if the training debt is unpaid. 

For employers, a TRAP may seem like a strategy to get around legal objections to non-compete 

provisions.  As one researcher puts it, “Court cases have been kind to employers in litigating these 

training repayment agreements.”18 Indeed, one business advocate explained to peers in the roofing 

industry that while non-competes for workers in the field were likely to be unenforceable, requiring 

certification training with a reimbursement requirement could help employers get around the 

prohibition.19  

Supporters of TRAPs argue that without them companies lose monetary investments in worker skill 

development and some imply that business competitors will become “free riders,” scooping up well-

trained employees without investing in training themselves compelling more generous firms to “train 

the enemy”.20 The Department of the Treasury has determined that while these and other non-compete  

measures might benefit employers, they can also reduce worker bargaining power, reduce needed labor 

churn, and ignore pertinent state laws while relying on a lack of worker knowledge in their use.21 And as 

many have pointed out, a TRAP is every bit as limiting for worker autonomy as a non-compete 

agreement, but because it comes with a large price tag a TRAP not only keeps a worker from taking a 

new job in the same industry but may make them feel compelled to stay on at the same job until they 

have worked off their debts. 

TRAPs are increasingly common in industries that employ significant numbers of Black 

and immigrant workers 
TRAPs are reportedly used in many occupations, including truckers, police officers, fire fighters, 

mechanics, nurses, hair salons, bank workers, social workers, pilots, federal employees, and some retail 

workers.22 If we look to TRAPs’ sibling, the non-compete clause, researchers have found that over 18 

percent of the U.S labor force was bound by these agreements in 2014 including 13 percent of workers 

earning less than $40,000 a year such as those in installation and repair jobs, production occupations, 

janitorial work, warehouse work, and personal services occupations.23  

Many of these industries depend on an underpaid workforce comprised significantly of Black, 

immigrant, people of color, and women workers.24 
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Debt is a crisis for Black and Latinx families. While 10.8 percent of all US households have a zero or 

negative level of wealth, Black families experience net debt at a rate of 18.9 percent, and Latinx ones at 

a rate of 11.3 percent.25 As the CFPB has found, communities of color are already more burdened by 

educational debt than white ones; a greater percentage of these families carry educational debt, the 

interest rates they experience are higher, and as a result students in these communities are more likely 

to experience delinquency or default.26 These communities are also more frequently targeted by abusive 

debt collection practices. In Black and Latinx neighborhoods 42 percent of borrowers had debt in 

collections, with more aggressive contacts and a higher likelihood of wage garnishment.27 

If companies in underpaying industries continue to practice TRAPs and other extractive practices to 

saddle their workers with employer-held debt, the racial wealth gap will only continue to grow with 

Black and immigrant workers targeted even more aggressively by collections services. 

Limiting worker job mobility harms workers and the economy as a whole 
By limiting job mobility, TRAPs harm both individual household finances and the economy as a whole. 

Economists have long understood that job mobility is important to the economy; when employees move 

between jobs productivity and innovation increase for employers, as do wages for workers. However, 

research also finds that because changing jobs requires some amount of financial capital (moving 

expenses, possible gaps in wage earning, job search expenses) workers without accumulated wealth and 

with debt burdens are less likely to change jobs.28 This becomes even more challenging when 

contemplating a career move might come with a bill for thousands or even tens of thousands of dollars 

to repay training costs. 

In one study of truck drivers, researchers found that a TRAP reduced employee quitting by 15 percent. 

(By comparison, another study of workers in a different industry found that a non-compete contract 

absent a TRAP led to an 8 percent drop in turnover.29) As the researchers note, the employer in the 

Occupation Black workers 
as percent of 
workforce 

Hispanic/Latinx 
workers as percent 
of workforce 

Women 
workers as 
percent of 
workforce 

Installation and repair  8.3 22.0 4.3 

Janitorial 18.1 31.5 39.7 

Transportation and Warehousing 21.3 21.5 25.1 

Nursing 13.3 8.8 86.7 

Hairdressers, hair stylists, and 
cosmetologists 

12.8 17.7 92.4 

Community and Social Service 
Workers 

19.7 12.5 67.5 

Driver/sales workers and truck 
drivers 

18.7 23.6 7.9 

Firefighting 8.9 11.0 5.1 

Police 11.5 14.6 15.3 

Pilots 3.9 6.1 5.3 

Federal Employees 38 percent classified as “people of 
color” 

43.3 
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study made “strenuous” enforcement efforts of their TRAP: if the workers quit before the term of the 

agreement, the firm informed them of the amount due and if it was not paid the debt was referred to 

multiple collection agencies and to credit agencies. Further, the researchers found that many of the 

drivers already had credit scores that would place them in a “subprime” category, making them even 

more vulnerable to the long-term effects of failing to pay off their debt. 30 

By contrast, when Oregon banned non-compete provisions for workers paid by the hour, monthly job-

to-job mobility for these workers increased by 12-18 percent.31 

The nature of TRAPS in the commercial trucking industry is particularly egregious. To ensure a steady 

supply of drivers, large trucking firms such as CRST and CR England run their own CDL (commercial 

drivers’ license) schools. The schools can cost over $6,000 to attend and students are required to remain 

employed at the trucking company for six months to two years to pay off their training costs. Because 

data show that 9 of 10 truckers leave their jobs within a year, trucking firms depend on a constant flow 

of new recruits to maintain employment levels.32  

Steve Viscelli, a University of Pennsylvania sociologist and expert in the American trucking industry, calls 

this system “debt peonage,” and argues that it perpetuates the low wages and abusive working 

conditions that define the modern trucking industry. Although truck driving was once considered a 

pathway to the middle class,33  the industry is now characterized by forced unpaid time spent on the 

job,34 employers demanding that drivers violate mandatory rest periods,35 and an overall stress on 

personal relationships.36To that end, Viscelli has said, “What the industry wants is super cheap, flexible 

labor and that’s what it’s had for years. The [trucking companies have] been cycling through literally 

millions of people, who decide to become truck drivers and then get burned by the industry.”37  

As part of his research into trucking labor practices, Viscelli himself enrolled in a truck driving training 

school to earn a CDL, and later spent six months as a truck driver at a for-hire carrier. Through this 

experience, along with interviewing other drivers, Viscelli observed that a driver’s willingness to remain 

in their position, due to the training debt obligation, takes effect even before finishing training school. At 

the two-week overnight CDL school Viscelli attended, the relentless schedule and constant surveillance 

fostered an atmosphere of insecurity, intimidation, and coercion, which was so severe that, according to 

Viscelli, “Several students snuck away in the middle of the night, as if escaping some kind of forced labor 

camp.”  But for the remaining students, as Viscelli noted, “…it became obvious that having to pay back 

the training was the only thing keeping [them] there.”38  

Timing matters: TRAPs presented after a job offer is accepted leave workers with no real 

choice but to accept dangerous terms 
If the agreement is presented alongside reams of other employment paperwork, employers may depend 

on the “lack of salience” to get workers to sign; unaware of the later ramifications for employment 

flexibility or wage negotiation power, workers don’t pay attention to these provisions or their terms.39 

One survey of engineers found that less than one-third of workers reported that they had been told 

about the non-compete in their job offer, but instead were asked to sign after having turned down any 

other offers. Half of respondents said they weren’t asked to sign until on or after their first day on the 

job.40 A study conducted by the US Treasury found that 40 percent of workers received a non-compete 

agreement only after accepting a job offer.41 Jonathan Harris, a legal scholar who has examined TRAPs 

extensively, notes that this mandatory nature of the terms and the unequal power dynamic in place 
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between employer and new employee makes them “ripe for analysis under the doctrine of 

unconscionability.”42 

Younger workers who have less experience in the hiring process, or who are driven to quickly accept job 

offers due to other debt they may be carrying like student loans, could be even more pressured when 

confronted by a TRAP. In one survey only 3.7 percent of younger workers refused to sign a non-compete 

provision (versus 11.2 percent of older workers).43 Similarly, according to the US Treasury, few 

workers—a mere 10 percent-- presented with non-competes bargain over the terms, with more than 

one-third of workers not even realizing that the terms were negotiable.44  

The TRAP issued by PetSmart to employees receiving pet grooming training does not indicate that any 

portion of the agreement is negotiable. In complicated long run-on sentences phrased in the passive 

voice, the agreement lays out withholdings and deductions the worker agrees to in exchange for the 

training. In two sentences, one of which totals 44 words and six different clauses, it is hard to believe 

that most workers would recognize its full import when they encountered it among their hiring papers.45 

This take-it-or-leave-it model of presenting TRAPs and other noncompete agreements on a worker’s first 

day has lasting effects. Research has shown that among those who are presented with a non-compete 

before they accept a job offer, giving them time to reject or renegotiate the agreement, workers earn 19 

percent higher wages, receive 14 percent more training, and report being more satisfied with their 

employment.46 At the very least, employers should be required to disclose the presence of a TRAP, the 

terms of the debt, whether or not it is negotiable, and as credit cards are required to do the total cost of 

the debt at the stated interest rate if only minimal payments are made as a result of leaving the 

employer. 

Employer-held debt could leave lasting damage to workers’ financial lives 
If a worker leaves an employer with an outstanding balance due to a TRAP, a cascade of other negative 

experiences could result in lasting harm to her and her family. In BreAnn Scally’s lawsuit against 

PetSmart regarding its TRAP for pet groomer employees, she states that,  

“The TRAP…requires that all employees pay any amount owned to PetSmart within 30 days of 

the voluntary or involuntary termination of employment. Pursuant to the TRAP, failure to pay 

the full amount with that time could result in PetSmart filing a civil action against the employee 

to collect the outstanding TRAP debt, including costs, collection charges, attorney’s fees, and 

interest at the ‘highest rate permitted by law.”47 (emphasis added) 

A TRAP imposed on police officers in Allen, Texas, was more specific, noting that payments of at least 

$100 would be due on the same day each month to the city and would carry an interest rate of 10 

percent per year. To ensure the city could enforce repayment, the former officer was also required to 

keep the city apprised of any changes in residence or employment for the duration of the repayment 

period, in writing, and within 15 days.48 

Ms. Scully’s complaint notes that enforcement of the PetSmart TRAP is inconsistent and unpredictable, 

increasing the chilling effect it has on workers’ choice to leave the company. The manner in which an 

employer pursues that debt matters; research has found that when a creditor either attempts to collect 

debt themselves or hires a company to do it in their name (“first-party debt collectors”) they tend to be 
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more lenient than other collection companies who purchase the debt and then attempt to collect in 

their own name (“third-party debt collectors”).49 

In Ms. Scully’s case, she reportedly learned of her debt to her former employer only when she did a 

routine check of her credit report. She owed them $5,000 for her training, and an additional $500 for 

tools she received to do her job. The debt had been referred to collection, and her credit score had 

dropped from the high 600s to the low 600s as a result.50  

One study found that if a consumer arrives at a negotiated settlement with a debt collector, they may be 

compelled to find the funds for a large lump sum payment draining the family coffers or to agree to 

wage garnishment from their pay with their new employer. Settlement can increase the probability of 

subsequent delinquency (by 20 percent over base rates), bankruptcy (160 percent), or foreclosure (130 

percent).51 High financial debt among young adults has been shown to be associated with higher stress, 

mental health disorders, and higher blood pressure.52 Further, research into other types of debt show 

that those who are behind in payments or in collections may forego health care or mental health care.53  

These TRAP debts can be exorbitant, and it is not always clear that the employer valuation of the 

training is based in market realities. As one scholar has noted, “At a minimum, employers asserting 

claims for reimbursement should be required to establish the amounts sought through evidence of 

actual expenditures or costs, rather than allowing employers to rely on boilerplate ‘liquidated damages’ 

recitations.”54 As the CFPB is aware, consumers report troubling encounters with debt collection 

agencies every day. They often report that collections agents threaten their credit histories, threaten 

legal action, attempt to seize property, or even threaten to arrest or jail consumers.55  

The CFPB should investigate the role of private equity and other financial firms in the 

creation and perpetuation of TRAPs.  
The recent publicity over PetSmart’s practice of compelling groomers to sign TRAPs has brought the 

presence of private equity (PE) in this business model to light. The national pet store chain was 

purchased by BC Partners in 2015 for nearly $9 billion, one of the biggest buyouts of the year. In the 

absence of regulatory oversight or training requirements for pet groomers, BC Partners was free to 

design and implement its own training scheme.56 As detailed above, that training was accompanied by a 

TRAP that left would-be groomers with low wages and an inability to change jobs without paying a 

substantial penalty.  

But BC Partners is not alone in this practice. Workers have gone public about TRAPs at other companies 

with PE connections. For instance, the transportation company CRST, which sent debt collectors after a 

former driver for $6,000 based on a TRAP,57 is owned by Hillcrest Holdings, a family-owned investment 

firm that partners with PE firms like Akoya Capital to buy other companies. FDM Group, an IT company 

that requires a 6-month period of unpaid training that costs departing workers $20,000 to $30,000 if 

they leave in less than two years,58 was purchased by Inflexion Private Equity.  

Even more commonly, PE is purchasing “corporate training solutions” companies. The Global Corporate 

Training market is forecasted to reach $487.3 billion by 203059 and private equity is purchasing online 

training programs that boast big corporate client lists. In 2021, PE acquisitions accounted for 11.8 

percent of all mergers and acquisitions in the sector.60 Significant purchases have included: 
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• 2021 TPG acquired Teachers of Tomorrow from another PE firm (Gauge Capital), a 
company that provides training, certification, and professional development to teachers. 

• 2021 RLJ Equity Partners bought Ogle School, a provider of cosmetology and esthetics 
career education in Texas. 

• 2021 Clearlake Capital Group purchased Cornerstone OnDemand which provides workforce 
education services to companies like Wells Fargo, MidMichigan Health, and Siemens. 

• In 2018, Golden Gate Capital bought Vector Solutions, a first-responder eLearning company, 
from another PE company (Providence Equity Partners). 

• In 2017, Luminate Capital Partners invested in Axonify a provider of “remote training for 
frontline workers,” which services Walmart, Levi’s, and Dollar General. 

• Blackstone Partners purchased Ascend Learning in 2017, specializing in medical-industry 
education. 

• In 2014, Renovus Capital Partners invested in Telemedia, which provides technical skills 
training content and programs for large industrial companies including Boeing, 
International Paper, and Jones Lang LaSalle; 

• In 2016, FFL Partners bought Crisis Prevention Institute, which provides training and 
consulting in behavior management and dementia care for human service professionals, 
before selling it three years later to another PE company, Wendel Group. 

One company, Skillsoft, provides a cautionary tale about the role of PE in employer-provided training. 

Skillsoft, provides services to hundreds of companies including Adobe, Areva, Dollar Tree, Petsmart, 

Orbitz, Sprint, the USDA and US Army, and numerous colleges and universities.61 In 2010 Skillsoft was 

acquired by Advent International, Bain Capital, and Berkshire Partners for $1.1 billion. It then went on to 

purchase several other training companies, and in 2014 the company was sold to Charterhouse Capital 

Partners for $2.4 billion. It then went on to buy still more companies.62 In June of 2020 Skillsoft filed for 

bankruptcy before emerging again just two months later.63  Skillsoft immediately merged with Churchill 

Capital, a global investment fund, and at the same time purchased yet another IT and business skills 

training company for $1.5 billion.64 

This growing role in employer-provided worker training by PE should raise alarms in the context of 

employer-held debt. The well-documented history of PE in for-profit colleges indicates that this industry 

sees education as an opportunity to extract learner dollars through high tuition and questionable value. 

Researchers have concluded that PE buyouts of for-profit schools resulted in “higher tuition, higher per-

student debt, lower graduation rates, lower student loan repayment rates, and lower earnings among 

graduates.” 65 It is critical that these conditions are not replicated for workers who feel compelled to 

trade long-term job mobility, earnings, and negotiating power for TRAPs that don’t even result in real 

skills building or learning. 

TRAPs are just one of many employer-held debt vehicles that trap 

workers 

“Independent Contractors” experience massive employer-held debt obligations 
Julian Bond, the first president of the Southern Poverty Law Center and chairman of the NAACP, once 

compared truckers compelled to lease expensive and necessary trucks from their employers to 

sharecroppers in the Deep South.66 Cases involving allegations of worker misclassification in this industry 

can shed a light on the kinds of up-front equipment purchasing or leasing some companies force 

https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.bizjournals.com%2Fdallas%2Fnews%2F2021%2F09%2F02%2Ftpg-gauge-teachers-of-tomorrow.html&data=05%7C01%7Cachristman%40nelp.org%7C8f5ca53fd24547b57c1a08da85f4c247%7C07f35aa00a584c4baee8395279cfe538%7C0%7C0%7C637969584433433361%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=XKdPkaQm8WgwmGZ2e%2FdgJBVZmoxWWnr0XmUCdli%2FyTs%3D&reserved=0
https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.prweb.com%2Freleases%2Frlj_equity_partners_leads_acquisition_of_ogle_school%2Fprweb18206593.htm&data=05%7C01%7Cachristman%40nelp.org%7C8f5ca53fd24547b57c1a08da85f4c247%7C07f35aa00a584c4baee8395279cfe538%7C0%7C0%7C637969584433433361%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=6mT2R%2Bvr9%2BZXnT4ZFk1mgF4RZJXdApPd1%2FBrx9D%2F%2BLM%3D&reserved=0
https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fclearlake.com%2Fclearlake-capital-completes-acquisition-of-cornerstone-ondemand%2F&data=05%7C01%7Cachristman%40nelp.org%7C8f5ca53fd24547b57c1a08da85f4c247%7C07f35aa00a584c4baee8395279cfe538%7C0%7C0%7C637969584433433361%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=CE6E19NuyXauHwDeSMhjn7DoNxLeVXLxQM7WmjJ8EVU%3D&reserved=0
https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.businesswire.com%2Fnews%2Fhome%2F20181105005281%2Fen%2FGolden-Gate-Capital-to-Acquire-Vector-Solutions&data=05%7C01%7Cachristman%40nelp.org%7C8f5ca53fd24547b57c1a08da85f4c247%7C07f35aa00a584c4baee8395279cfe538%7C0%7C0%7C637969584433589603%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=W6PH%2BEbDPofPHVzuzv53HzDD%2B3LcwJGmEV39yLpuzQw%3D&reserved=0
https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.retailtouchpoints.com%2Ffeatures%2Fmergers-and-acquisitions%2Fluminate-capital-takes-controlling-stake-in-frontline-worker-training-solution-axonify&data=05%7C01%7Cachristman%40nelp.org%7C8f5ca53fd24547b57c1a08da85f4c247%7C07f35aa00a584c4baee8395279cfe538%7C0%7C0%7C637969584433433361%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=nwofwDDig9mCid5GDnfFds%2Bj2Jf8vbJZEUykse%2FcaIk%3D&reserved=0
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workers to shoulder. In fact, employers highlight these kinds of onerous leases to acquire necessary 

equipment to claim that workers are making an “investment” that proves their independent contractor 

status even as they determine which worker receives lucrative accounts and which one doesn’t get any 

business, a tactic the drivers call “starving” them out of the truck.67 

• In 2010, workers’ rights group filed an amicus brief in US Court of Appeals case on behalf of a 

truck driver, Fernando Ruiz, who was challenging his employment status with a company called 

Affinity. While the brief specifically challenged jurisdiction questions as well as misclassification 

of Mr. Ruiz, amici included details about the significant level of employer-held debt he carried. 

The company advanced “virtually all costs associated with leasing the trucks,” and then withheld 

these costs from his weekly pay.68  

• In a 2014 opinion regarding class action status of 2,300 delivery drivers for FedEx, the judge 

noted that while drivers could use their own vehicles this was subject to detailed rules about 

truck appearance and functionality and that, “Drivers authorize FedEx to pay for vehicle 

licensing, taxes, and fees, and to deduct these costs from the drivers’ pay.” Furthermore, the 

company charged for a “Business Support Package” that included necessary equipment to send 

delivery information to FedEx; while this package was ostensibly optional the judge noted the 

equipment was “not readily available from any other source” and the costs were deducted from 

driver pay.69  

• In 2017, USA Today conducted a year-long investigation into the practice of employer-held debt 

in the trucking industry, telling the story of Samuel Talavera who sometimes brought home less 

than $1 a week after paying for his truck lease and who, when the truck broke down and he 

couldn’t afford to repair it, was fired and the $78,000 he had paid toward the truck was gone. 

Eddy Gonzalez, too, lost his truck and all he’d paid toward it when he took time off for his 

mother’s funeral, as did Ho Lee after he fell ill and missed a week of work. Many of the 300 

drivers that the reporters interviewed said they were compelled to pay for their trucks, but also 

insurance, fuel, parking in the company lot, and even in one case for office toilet paper and 

supplies. Some revealed that they were given “take it or leave it” lease-to-own contracts written 

in languages they could not read and without an interpreter to help them understand the terms 

of the deal. 70 Featuring photos of tax returns and pay stubs, the report revealed workers 

receiving $0.67 a week and only $20,000 in annual pay on accounts bringing in $95,000. Some 

like Faustino Denova, Germen Merino, and Jose Covarrubias got pay stubs showing they owed 

their employers money at the end of the week. 71 

• A 2017 case against Celadon Group revealed that upon signing a lease contract, truckers were 

obligated to maintain an escrow account and to authorize the company, at its discretion, “to 

apply all or any portion of [a driver’s] Escrow Account to the payment of any charges or 

indebtedness” incurred during the term of the lease. In this case the court found that these 

leases did not qualify as loans because the charges were taken from wages and because truckers 

had signed the agreement; in other words, because workers did not understand the nuances of 

Indiana financial law, they had to shoulder employer-held debt.72 

• In a 2021 US District Court case against Pathway Leasing, truck drivers who sought to move 

cargo for XPO and other affiliated companies sighed up-front truck-lease agreements with 

Pathway, a recommended lessor. As the Magistrate observed, “Not all [the drivers] fully 

understood all portions of the equipment lease agreement”73 and that one “kind of got forced 

into signing” the contract.74 When the leased trucks needed maintenance, drivers had to pay for 

it themselves, sometimes through loans from Pathway. As a result, “some plaintiffs received 
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little take-home pay after making payments on the notes.”75 While the leasing agreements were 

not, in this case, found to be fraudulent it remains the case that workers carried significant 

amounts of employer-held debt to lease and maintain the trucks they needed to do their jobs. 

 
In some cases, truck drivers who challenge the paycheck deductions for their leases with labor 

enforcement agencies have proven successful; a 2015 study found that in California 19 decisions by the 

Division of Labor Standards Enforcement found that these workers were actually employees and 

therefore wage deductions for lease payments were illegal and more than $1 million in wages, unlawful 

deductions, and penalties were returned to them.76  

These types of employer-held debt agreements are not limited to the trucking industry. Uber was facing 

a challenge to its on-demand ride service model: only 20 percent of workers who applied to drive for the 

company had vehicles that could pass the company’s inspections and had insurance, and among those 

who did, low driver retention meant that nearly 96 percent of its drivers left the company within one 

year of their start date.77  

Uber then began to offer prospective drivers with poor credit ratings the chance to lease a car that met 

all of Uber’s requirements directly from them. Payments for the car would be taken from driver 

accounts, and sometimes offset most of the drivers’ earnings.78 Drivers were presented with a lengthy 

lease agreement and then paid a $250 upfront fee for a vehicle, payments were due weekly and were 

automatically deducted from their earnings. One expert who analysed the agreement concluded, “The 

terms, the way they’re proposed, are predatory and are very much driven toward profiting off drivers 

rather than to facilitate an increase in drivers.”79 One report compared the cost of leasing a used Toyota 

from the Uber leasing affiliate with that of simply buying the car outright from an online sales outlet: the 

lease would total more than $25,000 over three years, but it would cost only $13,000 to purchase the 

car. If there were unknown toll fees for the workers, the company did not notify them of those fines and 

eventually took the money from drivers’ accounts.80 

“Franchisees” paying for empty promises
Last year, the Washington State Attorney General filed a lawsuit against National Maintenance 

Contractors, a company that convinced mostly immigrant workers to go deeply into debt to purchase a 

supposed franchise in order to receive cleaning assignments.  Selling “business units” for $5,000, the 

company also charged a 14 percent monthly fee for billing and other services. If cleaning clients did not 

submit payment, National held the worker responsible for making the company whole. The attorney 

general noted that while National would not guarantee promised revenue levels to supposed 

franchisees, “on the rare occasions that National provides accounts that put a franchisee over their 

promised revenue levels, National demands franchisees pay additional fees to keep that account.”81  

As David Weil has written, in this multi-tiered franchise structure the ultimate franchisor can see profits 

of more than 40 percent over operating costs, but only if there is a steady stream of new worker 

franchisees to “replace those unable to make the business model work, allow[ing] franchising to persist 

(and benefit the franchisor.)”82 NELP has observed that the next tier down, the regional entity, is “often 

able to make a marginal profit only by engaging in cost-saving strategies, including misclassifying janitors 

as independent contractors or selling ‘franchise’ licenses to unwitting workers.”83 In addition to 

franchise fees, workers may be required to pay for cleaning equipment and supplies, or to pay a fee to 

obtain access to cleaning accounts. 84 
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In Arizona, a defrauded franchisee won a suit last year against another janitorial franchisor called Jani-

King and observed that it cost her more than $137,000 to sue the company. “Jani-King of Phoenix 

structures their contracts from Franchisees to only go through expensive arbitration for Jani-King to 

avoid public record,” she wrote in a press statement. “Yet when Jani-King doesn’t get the ruling in their 

favor, they file endless appeals hoping franchisees will eventually run out of money and give up on the 

lawsuit.”85 

The janitorial industry has long been rife with these schemes to convince unwary workers to pay to 

work. In 2007, immigrant workers in Massachusetts filed a class action lawsuit against Florida-based 

Coverall, a janitorial company that claimed to have 5,000 franchisees. The company demanded a 

$14,000 franchising fee but was willing to finance much of it for the workers, deducting the cost from 

future earnings. The arrangement of these franchises entailed a three-part structure: the franchisor, a 

master franchisee who made cleaning assignments within a particular territory, and the franchisee.86 

The would-be entrepreneurs ended up struggling under enormous amounts of employer-held debt.  

In 2010, a US District Judge wrote in his decision, “Describing franchising as a business in itself, as 

Coverall seeks to do, sounds vaguely like a description for a modified Ponzi scheme—a company that 

does not earn money from the sale of good and services, but from taking in more money from unwitting 

franchisees to make payments to previous franchisees.”87  More recently, the US Court of Appeals for 

the Tenth Circuit came to a similar conclusion when it ruled that despite making workers sign and pay 

for franchises, they remain workers for purposes of the Fair Labor Standards Act.88 What the debate 

over FLSA status fails to capture, however, is the impact of employer-held debt on these janitors 

classified as workers: 

“It’s heartbreaking to meet immigrants who have put their entire life savings to these franchises 

thinking they have businesses to support themselves and their families. Instead, they are buying 

jobs that are terrible, that pay less than minimum wage. When they do get a check, the 

franchisor has taken out so many deductions, for royalties, supplies, management fees, and 

bogus insurance policies, that they receive very little. I’ve seen pay stubs that say the franchisee 

owes the company money.”89 

And in 2018, Ruth Mark, a janitorial worker, filed a suit against OpenWorks, a cleaning company that 

compelled workers to enter into supposed franchise agreements to get cleaning assignments. In her 

complaint, she explained that she made a down payment of $5,000 for OpenWorks’ start-up fee of 

$15,200, with the other $10,200 financed by OpenWorks itself. She was also told to pay for a 

background check, training expenses, uniforms, and the cost of forming her own limited liability 

corporation. Once she was assigned to cleaning jobs, she was required to pay an administrative fee of 15 

percent of her revenue, pay for OpenWorks’ insurance premiums, and to pay to “purchase” access to 

additional cleaning clients. Financing for all these fees was set at 12 percent per year.90 

As NELP and several immigrants’ rights and worker advocacy organizations pointed out in a 2013 brief in 

a suit against Jan-Pro, this multi-tiered master franchise scheme also raises public policy concerns. By 

charging the workers the ostensible franchise fee, but then controlling the work, Jan-Pro and companies 

like it not only underpay workers and burden them with debt, but they also avoid paying payroll taxes 

and other insurance premiums. This costs federal and state governments billions in unpaid social 

insurance funds; compels law-abiding competitors to use the same structure in order to compete; and 

leaves workers without labor or consumer protections.91 
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Sadly, The Master Franchise model continues to this day and in additional industries. A simple Google 

search for Master Franchise Opportunities reveals myriad businesses commercial cleaning, but also in 

the health and fitness industry, fast food industry, in-home senior care, and childcare.92 

Conclusion 
NELP appreciates the opportunity to share our concerns about the growing use of employer-held debt 

to limit worker mobility and bargaining power, and how this relationship between employer and 

employee creates a consumer protection issue. We encourage the CFPB to continue exploring this issue 

and to take action to protect workers who may fall prey to these practices by requiring early and explicit 

disclosure of the terms and conditions of employer-held debt in the languages that workers understand; 

by enforcing existing protections against unfair, deceptive, or coercive practices in the offering of 

financial products or the provision of consumer financial services; by ensuring compliance with all 

applicable laws protecting debtors from predatory debt collection practices; and by working with other 

independent federal agencies like the FTC to protect workers’ ability to compete in the labor market and 

to fight for consumer protection. 

Sincerely, 

Anastasia Christman 

Senior Policy Analyst 

National Employment Law Project 
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