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How Smarter Hiring
Drives Revenue

“What if workforce optimization is the most
overlooked lever for profit and growth?”
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SHIFTING FOCUS, REALIZING HIDDEN GAINS

Since the onset of COVID-19, franchise boardrooms have been deeply focused on addressing workforce
challenges. After all, between 2021 and 2023, the unemployment rate went from 3.5% to 14.7% and back.
Those fluctuations are twice what we see for the average recession, and they both happened within d
36-month period.

To simply keep their doors open, operators shifted their resources and energy toward the advancement
of people strategies. This led to a profound yet brief technology surge. Record-breaking venture capital
investments, Al advancements, and HR tech innovations have made it easier (and more cost-effective)
than ever to scale best-in-class people processes. However, as the labor market normalizes and the
economy changes, franchisees may be tempted to abandon their progress with people practices in
the pursuit of other strategies to increase profits, unit count, and operational efficiency.

While it's tempting to chase the next shiny thing, especially after the recent election results, a question
arises: Is now the time to abandon investments in people and shift them into other areas—or to double
down on fixing the staffing challenges?

HIRING POST-PANDEMIC: A WORKFORCE STRUGGLE FOR STABILITY AND GROWTH

® Job Openings Unememployed Workers

® Pandemic Unemployment Peak
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HOW EMPLOYEE ENGAGEMENT DRIVES PROFIT

The impact of good staffing strategies counteracts the harm of bad ones. By retaining productive,
customer-oriented employees, franchises can also optimize each team member’'s contribution to
revenue generation. Chatmeter’'s 2024 QSR Reputation Ranking report indicates that reviews
mMentioning customer service issues increased by 19.1% year-over-year, emphasizing the need for
employees to enhance customer experiences.

Employees who feel a strong sense of alignment with their roles and workplace culture are more likely
to engage positively with customers, resulting in better service ratings, repeat visits, and higher ticket
values. In fact, businesses with highly engaged employees see a 23% increase in profitability (Gallup),
driven by Improved customer experiences and repeadt business.

KEY PRACTICES FOR PROFIT-DRIVEN WORKFORCE MANAGEMENT

Despite popular belief, it Iis possible to recruit and retain quality workers at scale. While some brands
suffer from 300% turnover, best-in-class hourly employers boast 40-50%. Improving staffing and
retention doesn't have to be complex or unachievable for any brand. Broadly speaking, companies
with the highest rates of retention do the following:

1 Enhance Applicant Sourcing: Tap into wider applicant pools, including former candidates
and diverse |job platforms, to attract high-quality applicants and fill positions quickly.

2 Optimize GM Hiring Time: Streamline hiring tasks for GMs so they can focus more on
revenue-impacting activities like training and customer satisfaction.

3 Automate Screening and Scheduling: Use mobile and Al-driven tools to automate the early
hiring stages, such as pre-screening and scheduling, saving time and reducing drop-off.

4 Strengthen Post-Hire Engagement: Keep employees engaged beyond onboarding through
automated touchpoints like stay surveys, exit interviews, and sentiment analysis. Retention-
focused touchpoints ensure employees feel valued and connected to the brand.
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WHAT'S POSSIBLE: REAL RESULTS WITH SPROCKETS AND HOURWORK

Thereis a common misconce

< White Paper

otion that hourly hiring is a lost cause—an inevitable cycle of high

turnover and constant recruitr

nent. This mindset has allowed turnover to reach un

orecedented levels.

—or example, the QS

R industry averages 144% an

nual turnover, costing operators

Millions in lost

productivity, recruitme

Nt expenses, and disruptec

customer service. Many franchisors have resigned

themselves to this as the cost

At Sp
data,

of doing business, but what if it didn’t have to be this way?

‘ockets and HourWork, we've been obsessed with solving this very challenge. We've studied the
istened to operators, and developed a deep understanding of how technology can transform

the way franchises hire, engage, and retain their hourly workforce. With the right approach, it's not just

possible to sta
customer satis
results speak for themselves,

Dilize a workforce—it's achievable to build one that drives profitability,
‘action, and scales sustainably across hundreds or even thousands of

Improves
ocations. T

e

and we're proud to share the stories of operators who have defiec

the

odds and proven what's possible with a smarter, outcome-driven workforce strategy:.

SPINX CONVENIENCE STORES:

Despite having an assessment solution in place, Spinx still struggled to improve

retention and stabilize

staffing across their locations in South Carolina. Using Sprockets’ Applicant Matching System on a
20-location pilot run, they were able to reduce 90-day turnover by 16% compared to their previous
provider, eventually rolling out Sprockets to all 83 locations, reducing the number of hires needed

annually by 388 and saving $1.94 million in hiring costs.

/

90-Day Calculations Initial 20-Location Pilot

$1.94MuL

Fewer Hires Needed 24
SCIV@d N 90-Day Savings $120,000
H | rl ng COStS Annuadl Turnover Savings $485,000

\_

Expansions to 83 Locations

97

$485,000

$1,940,000

(These case studies reflect the maximum exposure for cost-to-replace at $5,000/employee.)
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—acing a 90-day turnover rate of 69% and an annual turnover rate of 166%, they implemented Sprockets’
Al-driven hiring platform to identify candidates who matched their top performers’ traits. Within a year,
they reduced 90-day turnover to 53% and annual turnover to 143%, while the number of employees
staying for over a year more than doubled from 11 to 28. Additionally, shift attendance improved
from 81% to 97.5%, and workplace conflicts significantly decreased, demonstrating the effectiveness of
strategic hiring in enhancing employee retention and operational efficiency. With the improved annual
turnover, they saved 73 hires/year and $366,000 in turnover costs.

/ Metrics Before Sprockets After Sprockets \
$ 3 6 6 K 90 Day Turnover 69.3% 53%
Saved Annually 166% a3
O ﬂ T LI r n OVG r C]t 3 Shift Attendance 81% 97.5%
Locations Alonel! # of Employees Retained > Year  11% 28
Crew Size 32 64
i )

—aced with challenges like applicant ghosting and high turnover, O
Inc. turned to Sprockets to transform their hiring process. By leveraging Sprockets’ applicant scoring
system, they doubled employee retention within six months, achieved the lowest staff vacancy rates in
three years, and reduced call-outs and workplace conflicts. They were also able to source quality
applicants without spending money on sponsored job ads, proving that smarter hiring strategies can reduce
costs while building a stable and effective workforce.

Struggling with a disorganized hiring process and high
turnover, a Dairy Queen owner in Michigan adopted Sprockets’ Al-driven platform to streamline
recruitment. By utilizing predictive analytics to identify the ideal applicants, the franchisee increased
their employee retention rate to 86%. This improvement not only reduced hiring costs but also enhanced
customer service consistency, demonstrating the impact of strategic hiring practices on operational efficiency
and profitability. He's also saving money and simplifying his tech stack by solely using the Sprockets platform.
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McDonald’s Franchisee - MaclLaff, Inc. (45 Locations): MacLaff, Inc. was able to improve its 90-day
retention rate from 53% to 71% through Sprockets’ Al-driven matching, leading to higher customer
satisfaction and increased sales. This retention boost allowed for stable service quality across
locations, directly impacting network-wide profit.

McDonald’s Franchisee - Michell Enterprises, LLC (28 Locations): Sprockets helped Michell
—nterprises, LLC reduce 90-day turnover to below 34% for crew members and 0% for managers,
resulting in a stable team able to handle peak hours and deliver consistent customer
experiences. This staffing stability contributed to a measurable increase in sales per customer and
strengthened the brand reputation across its locations.

THE BOTTOM LINE

As the industry shifts to focus on unit growth, revenue, and profitability, staffing cannot be overlooked.
Improved workforce stability and engagement translate directly to profit, impacting customer
experience, operational efficiency, and brand consistency across networks. By incorporating focused
staffing practices, franchisors can capture untapped gains in profit and growth, ensuring sustainable
success in a competitive landscape.

The potential for revenue growth and operational resilience through better staffing practices is
significant. Targeted improvements in hiring and retention reduce turnover costs, enhance customer
experience, and drive network-wide profitability, making workforce optimization essential for
sustainable franchise growth.

Ready to Turn People

Practices into Profits?
Transform staffing challenges into strategic opportunities 9%,
Spgggkets

with Sprockets and HourWork.
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