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Disclaimer: This Legislative Update contains general information compiled as a service for 

MVSHRM members. MVSHRM cannot accept responsibility for any errors or omissions or any 

liability resulting from the use or misuse of any such information. For specific legal advice, please 

contact counsel. Thank you for your understanding. 

 
FEDERAL DEPARTMENT OF LABOR ISSUES JOINT EMPLOYER FINAL RULE 

 

On January 12, 2020, the United States Department of Labor (DOL) announced a final rule 

narrowing the definition of "joint employer" under the Fair Labor Standards Act (FLSA). The final 

rule, which provides clarity to businesses about franchise and contractor relationships, takes effect 

on March 16, 2020. In the DOL’s first significant update to the joint-employer rule in more than 

60 years, a four-factor balancing test was created to determine whether businesses share liability 

for federal FLSA wage and hour violations. Under this rule, the DOL will consider whether a 

business: 

 

(1) Hires and fires employees; (2) Supervises and controls employees' work schedules 

or conditions of employment to a substantial degree; (3) Determines employees' pay 

rates and methods of payment; and (4) Maintains employment records. 

 

Reserving the right to control employees’ working conditions is not enough to show that a business 

is a joint employer; the company must actually exert that control. This rule is helpful to businesses 

which stay out of the day-to-day employment decisions of their contractors and franchisees.  

 

In addition to the four-factor balancing test, the final rule clarifies that an employee's "economic 

dependence" on a company does not determine whether that company is a joint employer under 

the FLSA. The DOL also provided several examples of how to apply the new rule in various 

scenarios. The rule clarifies that the following factors do not influence the joint-employer analysis: 

 

• Having a franchisor business model. 

• Providing a sample employee handbook to a franchisee. 

• Allowing an employer to operate a facility on the company's grounds. 

• Jointly participating with an employer in an apprenticeship program. 

• Offering an association health or retirement plan to an employer, or participating in a plan 

with the employer. 

• Requiring a business partner to establish minimum wages and/or to establish policies 

including but not limited to workplace safety and sexual harassment prevention. 

 

Source: DOL, SHRM  

 
* MVSHRM’s February 2020 Legislative Update is edited by Joseph A. DeTraglia, Esq., a labor 

and employment attorney with the Utica, New York law firm Joseph A. DeTraglia, Esq., P.C., who 

serves as MVSHRM’s Legislative Committee Chairperson and as a Past President of the Oneida 

County Bar Association.  He can be reached at 315-790-8822 or at JD@DeTragliaLawFirm.com.  


