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Dunkin’ Donuts Case Study
[bookmark: _Toc511217321][bookmark: _Toc511217954]Abstract
       Dunkin' Donuts, a franchise with outlets nationwide, is facing a class action lawsuit. The owners of several stores, including one person owning sixteen Dunkin' Donuts outlets along with the person who managed the payrolls for those stores, are being sued by four former employees who allege wage and hour law violations. The plaintiffs, who seek class action status, claim nonpayment of overtime and unauthorized deductions from their salaries.
The plaintiffs contend that they  along with other workers often worked additional hours before and after their regular shifts. Although these hours were indicated on their clock cards, it is alleged that the defendant who does the payroll regularly instructed store managers to adjust the clock-in and clock–out times. The defendant would then deduct any overtime from their recorded work hours, thereby denying them the additional payment.
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[bookmark: _Toc511217323][bookmark: _Toc511217956]                                       Introduction / History of Dunkin’ Donuts
       William Rosenberg opened Open Kettle in 1948, a restaurant selling doughnuts and coffee in Quincy, Massachusetts, but he changed to name in 1950 to Dunkin' Donuts. He conceived the idea for the restaurant after his experiences selling food in factories and at construction sites, where doughnuts and coffee were the two most popular items. The restaurant was successful, and Rosenberg sold franchises to others starting in 1955.
In 1963, Rosenberg’s son Robert became CEO of the company at age 25, and Dunkin’ Donuts opened its hundredth location that year. Dunkin' Donuts was a subsidiary of Universal Food Systems at the time, a conglomerate of 10 small food-service businesses, and Dunkin' Donuts locations varied greatly, with some selling full breakfasts and others serving only doughnuts and coffee.
[bookmark: _Toc511217324][bookmark: _Toc511217957]Background of Case Study
       Two Chicago-area residents have filed a lawsuit in federal court against a local Dunkin’ Donuts franchise, claiming the company repeatedly committed wage theft over the past decade. Padilla, 23, who was a shift supervisor at Dunkin’ Donuts, told the Chicago Tribune that she was forced to make up for register shortages and deduct time from employees’ recorded work hours.
[bookmark: _Toc511217325][bookmark: _Toc511217958]Violation of Overtime
        Employees at Dunkin Donuts locations on Long Island were cheated out of their wages, according to a lawsuit filed by the workers’ attorneys in New York Federal Court. According to the wage theft lawsuit, Dunkin Donuts workers at several Long Island stores routinely worked 70 – 90 hours a week, but were never paid for all the hours they worked. The workers were constantly subject to time shaving and routinely required to work off the clock, and therefore deprives of minimum wage and overtime pay required under the labor laws. According to the wage theft lawsuit, Dunkin Donuts consistently failed to pay workers the number of hours recorded on their time cards. In addition, workers were ordered to work at other Dunkin Donuts stores when they completed their shifts and were forced to either not clock in there or clock in under former employees’ names. Employees were not paid for this work, sometimes as many as 30 extra hours a week. Furthermore, the complaint contends that the two workers who filed the lawsuit were threatened when they complained to management about these illegal practices and were terminated in retaliation for filing a complaint with the Department of Labor. An investigation by the U.S. Labor Department found violations of the Fair Labor Standards Act, according to the department's press release.

[bookmark: _Toc511217326][bookmark: _Toc511217959]Over time Violation
       Though the Dunkin' Donuts employees performed management duties, they didn't receive a guaranteed weekly salary, entitling them to overtime pay. In practice, the managers received less pay when they worked fewer than 60 hours a week, reports the Patch.
The FLSA spells out which executive employees are exempt from overtime, so don't bother trying to game the system and mis-categorize your employees as executives.
Common Overtime Violations
Employers understand that overtime law is complex and difficult for employees to understand without assistance. Employers often utilize similar tricks and ploys to deny employees Texas overtime pay. Employees who are able to recognize them are better equipped to move swiftly to protect their overtime rights. In addition to an employer flatly refusing to answer employees' questions about overtime pay, these tactics include:
1. THE "RECLASSIFICATION" MYTH
If you didn't receive overtime pay but you do now because your employer recently reclassified your position and your job never changed, there's a good chance that you are a victim of the Reclassification Myth.
In these situations, your employer probably violated your overtime rights from the start and reclassified your position only after learning about the violation. Because your duties didn't change, your reclassification may amount to an admission that the company violated overtime law. Your employer's reclassification without paying you back overtime wages also may constitute a "willful" violation.
2. THE "SALARIED EMPLOYEE" MYTH
Many employers tell their employees that they are not entitled to Texas overtime pay because they are "salaried." Merely because you receive a salary, however, does not mean that you are not entitled to overtime pay.
Under Texas overtime law, all employees must receive overtime pay unless they are paid a salary of at least $455 per workweek and perform duties satisfying one of the recognized overtime exemptions. If your employer cannot prove that one of these narrow exemptions apply, you may be entitled to overtime pay.
3. THE "INDEPENDENT CONTRACTOR" MYTH
Some employers label their workers as "independent contractors," "temporary workers," "contract labor," "temp-to-perm," and similar terms in an effort to avoid overtime pay obligations. This is because, under federal law, overtime pay is only available to "employees." However, a significant number of these workers really are employees.
If your employer retains the right to control when, where, and how you work, there's a good chance that you are a victim of the Independent Contractor Myth and your employer is violating Texas overtime law by not paying you overtime pay.
4. THE "STRAIGHT TIME ONLY" MYTH
Overtime law mandates that employers pay at least 1.5 times an employee's regular rate of pay for all hours worked in excess of 40 in any workweek. There is almost no exception for hourly-paid employees. That means, if you make $15.00 per hour, you should receive $22.50 per hour for overtime hours.
If you are an hourly employee and you do not receive at least 1.5 times your regular pay rate for your overtime hours, there's a good chance your employer is not complying with federal and Texas overtime law.
5. THE "UNAUTHORIZED OVERTIME" MYTH
If your employer has ever deleted hours from your timesheets or refused to pay you overtime pay because it was not pre-approved, you're probably a victim of the Unauthorized Overtime Myth.
Texas overtime law requires employers to pay employees for all hours worked in excess of 40 per workweek if the employer knew or reasonably should have known the employee worked overtime. This means that, under overtime law, most employees should receive overtime pay even if their employer maintains a policy prohibiting overtime work without prior approval and the employee did not receive authorization.
6. STEALING TIME.
Some employers violate overtime law by not paying employees for all hours worked. Under Texas overtime law, employees must be paid for most work performed before clocking-in, while putting on safety or other protective wear, during lunch breaks, traveling between work sites after the start of the work day, and after clocking-out. This also may include "on-call" time and time attending mandatory work meetings or training.
7. THE "COMMISSIONED EMPLOYEE" MYTH
Many employers tell their employees that they are not entitled to overtime pay because they are a commissioned employee. But if your job does not require regular travel away from your employer's workplace, there's a strong chance that you are a victim of the "Commissioned Employee" Myth. This is true whether you receive a commission as the sole source of your compensation or in addition to a guaranteed salary, draw, or hourly rate. For this reason, many employees who perform inside sales, recruiting, and business development work, and whose jobs do not regularly require them to travel, generally are entitled to overtime pay.

[bookmark: _Toc511217327][bookmark: _Toc511217960]                     Lawsuit : Chicago-Area Dunkin  Donuts Systematically Stole Workers Wages
       Two Chicago-area residents have filed a lawsuit in federal court against a local Dunkin’ Donuts franchise, claiming the company repeatedly committed wage theft over the past decade.
Plaintiffs Christina Padilla and Jessica Zamudio alleged in a lawsuit filed May 4 that Sirajudden Virani, franchise owner, and Faisal Merchant, director of operations, failed to pay employees for overtime work and stole money from workers to compensate for cash register shortages.
Padilla, who said in the lawsuit that she regularly worked more than 40 hours a week, charged that the Dunkin’ Donuts franchise “frequently made deductions” from employees’ paychecks to make up for register shortages, but never secured workers’ permission to do so, as state law requires. The lawsuit does not name corporate parent, Dunkin’ Brands, as a defendant. 
[bookmark: _Toc511217328][bookmark: _Toc511217961]Dilemma
       Applicant of the case says. It's a huge problem, not only in the city of Chicago, but across the nation," she said. "It happens in any type of industry that we've seen, but is really concentrated with low-wage workers who are working often the hardest, the most amount of hours, who need the money the most. And they're getting it stolen each and every day. As part of the lawsuit, workers are seeking to recover an unspecified amount of unpaid wages, among other damages. 
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      The workers, Christina Padilla and Jessica Zamudio, leveled the accusations in a class action complaint filed May 4 in federal court in Chicago. Carolyn Morales, from Arise Chicago who helped organize the Dunkin’ Donuts workers, said wage theft is an issue impacting workers across various industries.
[bookmark: _Toc511217330][bookmark: _Toc511217963]Defendant
      Named defendants are three corporations that operated Chicago Dunkin’ Donuts franchises — Ruby Foods which operates the 229 W. Jackson St. store; Standard Foods, at 62 E. Jackson St.; and Moonstone Foods, at 600 S. Wabash Ave. — as well as Siraujudden Virani, who the complaint said owns 16 Dunkin’ Donuts locations, and Faisal Merchant, who the complaint said processes payroll for the 16 stores.

Padilla worked for Moonstone from December 2013 to May 2014, earning $8.75 per hour, and for Ruby from May 2014 to August 2015. At Ruby, she started at $8.75, but from March to August 2015 she earned $10-$10.25 per hour. Zamudio worked for Standard from June 2015 to January 2016, earning between $9 and $10.25 per hour over that period.
[bookmark: _Toc511217331][bookmark: _Toc511217964]                            Location where the wages theft is alleged to have occurred
     Alleged occurred at  Dunkin’ Donuts franchises Ruby Foods which operates the 229 W. Jackson St. store; Standard Foods, at 62 E. Jackson St.; and Moonstone Foods, at 600 S. Wabash Ave.

[bookmark: _Toc511217332][bookmark: _Toc511217965]Attorney in Lawsuit
     Lam Nguyen Ho, a lawyer and executive director and founder of the Community Activism Law Alliance, which represented the Dunkin’ Donuts employees, he said, We have reached a settlement agreement with a third-party administrator concerning back wages and the workers should start receiving checks in three to six months.
[bookmark: _Toc511217334][bookmark: _Toc511217966]Analysis of the Claims and the results 
      The case against the Dunkin’s Donuts franchisee claims violation of State overtime and least wage requirement by the law. Supervisors are accused of changing in clock in and clock out time record to manipulate works so employees can’t claim over time bonus. The head of operation is said, to make a deduction on the earnings of the workers to cater for shortages in cash register and never obtain the consent of employees as required by law. Virani is accused of not taking action because of aware of what is happening.
he critical issue in the case is whether Dunkin' Donuts Franchisee should reimburse the workers' wages and overtime pay. A probe conducted by the U.S labor Department found violations of the Fair Labour Standards Act by the department's press release. Report by Manasquan-Belmar Patch hold that the management of QSR will have to compensate an amount of almost $ 200,000 to 64 workers for minimum wage and overtime violations.
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      The case study presents worker dilemma in  one of Dunkin’Donuts franchise. They have fallen victims of wage theft. Their salaries have systematically been deducted in the past decade to cater for shortages in cash register. Key management has been sued for committing the crimes. In conclusion, the Dunkin’Donuts case if 2016 does not affect the franchise and employees but also the entire brand in put in a ethical dilemma.
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1. What was the cause of cash shortage in the register?
2. How many workers have been affected the alleged wage theft?
3. How much did the farcies steal from the workers as alleged in lawsuit.
4. What measure supervisor can take to cover up the blame placed on them in protecting the brand of organization?
5. Is the entire cooperated brand of Dunkin’Donuts brands liable in lawsuit?
6. If you are appointed the public relation officer of Dunkin’Donuts franchise what strategies would you employ to rebuild the tarnished name of company?
7. What is the stand of the law in wage theft and overtime pay.

[bookmark: _Toc511217337][bookmark: _Toc511217969]Teaching notes
        Theft of wage by small business and national chains has in the recent years drawn the attention of law enforces on the local and state capacities. Recent research shows that women are more culpable of wage theft then man and blacks on the other hand fall victims of their salaries being stolen when compared to the whites. This case study highlighted critically ethical dilemma faced by vulnerable employees at the work place. It is brought to light those individuals who have been violated in course of their duty with wage and theft and being denied bonus on their overtime work. The law stipulates very well on wage and overtime pay of employees. Individuals who fall culprits is breaking the set policies will always face putative measure, and it will never be easy on their side. Dunkin' Donuts, a franchise with outlets nationwide, is facing a class action lawsuit. The owners of several stores, including one person owning sixteen Dunkin' Donuts outlets along with the person who managed the payrolls for those stores, are being sued by four former employees who allege wage and hour law violations. The plaintiffs, who seek class action status, claim nonpayment of overtime and unauthorized deductions from their salaries.
The plaintiffs contend that they along with other workers often worked additional hours before and after their regular shifts. Although these hours were indicated on their clock cards, it is alleged that the defendant who does the payroll regularly instructed store managers to adjust the clock-in and clock–out times. The defendant would then deduct any overtime from their recorded work hours, thereby denying them the additional payment. 
Plaintiffs bring this action against Defendants to recover unpaid wages, interest, statutory penalties, liquidated damages, and attorneys’ fees and costs owed to them and other similarly situated current and former employees. Plaintiffs also bring this action to obtain declaratory and injunctive relief as well as all other relief that the Court deems appropriate. More specifically, when Plaintiffs and other workers started working before their scheduled shift or remained at work past their scheduled shift, Merchant frequently deducted time from their recorded work hours. Merchant instructed managers to change the clock-in-time andclock-out-time records in the store’s computer database to make it appear as though Plaintiffs worked fewer hours than they actually did. In addition, Merchant frequently made deductions from Plaintiffs’ wages for cash register shortages. Defendants listed these deductions for cash register shortages on a line on Plaintiff’s paycheck that said “Cash Advance Repayment.”



References
(2016, May 4th). Retrieved from http://progressillinois.com: http://progressillinois.com/quick-hits/content/2016/05/04/class-action-suit-alleges-wage-theft-several-chicago-dunkin-donuts
Becker, T. (n.d.). Chicago Dunkin’ Donuts Franchise Accused Of Systemic Wage Theft. Retrieved from www.wageadvocates.com: http://wageadvocates.com/dunkin-donuts-wage-hour-lawsuit/
Dunkin Donuts Employee Overtime Claims. (n.d.). Over time Pay Lawssuit Resource Center. Retrieved from Over time Pay Lawssui: https://www.overtimepaylaws.org/dunkin-donuts-overtime-pay-lawsuit/
Dunkin' Donuts Sued For Alleged Violation Of Wage And Hour Law. (2016, May 13). Retrieved from www.theamlongfirm.com: https://www.theamlongfirm.com/blog/2016/05/dunkin-donuts-sued-for-alleged-violation-of-wage-and-hour-law.shtml
Holland, S. (2016, May 5). Dunkin' Donuts workers sue franchisee for altering timesheets, deducting pay, denying OT. Retrieved from www.cookcountyrecord.com: https://cookcountyrecord.com/stories/510723002-dunkin-donuts-workers-sue-franchisee-for-altering-timesheets-deducting-pay-denying-ot
Selvam, A. (2016, May 5). Dunkin' Donuts Chicago Franchisee Sued By Ex-Employees For Wage Theft. Retrieved from https://chicago.eater.com: https://chicago.eater.com/2016/5/5/11601246/dunkin-donuts-franchisee-sued-wage-theft-chicago
US Wage and Hour Division. (2016, Dec). Retrieved from https://www.dol.gov/: https://www.dol.gov/whd/regs/compliance/whdfs2.pdf
Vail, J. (n.d.). Agreement Reached in Wage Theft Lawsuit Against Chicago Dunkin’ Donuts Franchisee. Retrieved from Mychi News: http://www.mychinews.com
Common Overtime Violations :: Dallas Wages & Hours Lawyer Barry Hersh https://www.hersh-law.com/common-overtime-violations.htm

