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Summary
This case study examines the court case Fast vs Applebee’s from 

2006 regarding the fair pay of employees who were tip based employ-

ees seeking compensation for non-tipped work performed. Applebee’s 

has continuously been growing and expanding its business since it 

started in 1980 by the name of TJ Applebee’s Rx for Edibles & Elixirs 

from the original owners, Bill and TJ Palmer.  Applebee’s is the #1 

casual-dining restaurant chain, with about 2,000 locations in the US 

and about 20 other countries, offering a wide variety of appetizers 

and entrees  and is also listed at the #1 Casual Dining chain in FSR 

Magazine. In the magazine, the other top Ranking casual dining res-

taurants are #2 Chili’s, #3 Olive Garden, #4 Red Lobster and  #5 Buffalo 

Wild Wings (FSR 50, 2013). An issue arose in 2006 when an employee, 

Gerald A. Fast, brought to the courts two issues. First, Applebee’s did 

not pay him minimum wage while he was performing his non-tipped 

duties and second, Applebee’s did not pay him for the entire time that 

he worked as he had to arrive early, but was not paid for the 1 – 15 

minutes before his actual shift started.  Fast brought to the courts at-

tention all the detail that would support this case.

The court ended up confirming that employees who were tip 

based employees that worked over 20% of their time in non-tipping 

activities were to be paid minimum wage.

The issue was in and out of the news from 2006 to 2012 when the 

case was settled with $9 million ultimately being paid to the plaintiff, 

Mr. Fast, and other wait staff who chose to participate and had worked 

for Applebee’s from June 2004 to the present time of the case.

Teaching Objective
This case study is designed to review the importance of the detail 

needed on internal systems, such as the POS and timekeeping and 

understanding of laws and rights for the employees who are tip based 

employees as well as rights of the employers and how to manage tip 

based employees.  

Target Audience
The case study can be used for a variety of subjects and focuses 

including human resources, business law, Business Management, Hos-

pitality and Risk Management. The issues presented in this study will 

benefit undergraduate students learning the basics of business law, 

ethics, general management and risk management. The study will be 

a teaching tool for graduate students to be able to propose crisis man-

agement plans and options for finding a less invasive way to handle 

the lawsuit. In addition, in the specific courses outlining Hospitality, this 

study can easily be used to discuss how these issues could have been 
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prevented. Dependent upon the detail of the students and the teachers, 

this can easily be expanded into a full research project and comparison 

to other similar situations in other restaurants and industries, and so on. 

Below offers detail on recommended approaches to the use of 

this case study:

• Undergraduate Students: An instructor of undergraduate stu-

dents should present the case and request the review of how 

all facets of the study fell into place to form the issue with the 

wait staff from the size of the company, to the technology and 

to the management of the situation and focus their view points 

from the franchisee, franchisor, and the staff. 

• Graduate Students:  An instructor of graduate students should 

allow students to review the outline and be able to assign 

the review of the laws detailed, review of the Department of 

Labor Handbook and offer more detailed understanding on 

resolution to this and other similar employee vs. employer ar-

guments. This will allow an expansion on the different subjects 

outlined from each perspective, including the courts perspec-

tive on the case as well.

Teaching Strategy
Subject areas outlined below are meant to be basic options for 

review and can be expanded upon or reviewed specifically depen-

dent upon course material or necessity for subjects to be reviewed 

determined by the teacher. The strategy for this material is to provide 

a stepping stone into material that teachers and students are to then 

expand upon in their field of study. 

Human resources
This case study provides an overview of the need for detailed pack-

ets to employees and the crucial need to outline and be well aware of 

time management. In addition, the case will also provide representation 

for the need to review and update technology used for human resource 

management based on the requirements of the law. This study will also 

assist in the understanding of the many facets of information that must 

be taken into consideration when managing employees.

Business law
This case study allows for the detailed review of the labor laws 

and surrounding definitions and complete detail of where to find law-

ful detail on all labor practices. This study discusses how imperative it 

is to have a full understanding of the definition of the law as it can be 

misinterpreted or interpreted differently, even by the courts and De-

partment of Labor. 

teaching note
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Business Management
This case study mentions typical business settings from franchising 

to restaurant management. These business management topics can be 

further studied through this case as a pertinent reference points when 

outlining a business plan and how to implement standards of practice 

for a restaurant or any business with tip based employees. 

Hospitality
This case study will specifically be a review of the manage-

ment items within the hospitality industry which include: restaurant 

management, franchise operations and tip-based employees and em-

ployers. Applebee’s is an example of how hospitality ventures can start 

off as small, hometown businesses and grow to be at the top of the 

industry and can be used as an example for many hospitality topics 

and review items outlined in this case study.

Risk/Crisis Management
This case study provides an overview of both small and large 

scale crisis management opportunities. This would allow the class 

to review in-house risk/crisis management practices that should be 

in place. In addition, the case will provide the opportunity to review 

external risk/crisis management practices that should be in place such 

as; press/news and companywide issues that may arise.

Discussion Questions
Consider yourself to be the franchise owner when presented with 

this case. What are the steps you would take to ensure that you are 

taking the correct stance and then work through the situation?

What are the advantages and disadvantages to the POS system 

Applebee’s had in place? What detail can be provided to the system to 

update and correct the issues? 

What impact has this case had on tipped employees? What detail 

needs to be reviewed in order to fully understand from the employer’s 

perspective and the employee’s perspective?

Additional Subject Review
Much of this material can be used for reference in role play exercis-

es where students are given the role of franchisor, franchisee, corporate 

and employee where the students would argue their points from each 

stand point and provide a course of action to be presented to the class 

on how their role would act and react to the situations. Then, once pre-

sented, consider, as a group, how resolve the issue(s) pertaining to this 

case in the most acceptable way. This exercise with provide a basis for 

critical thinking and research into laws, corporate requirements, em-

ployee handbook detail and other lawsuits for comparison.

During the time of studying this case study, teachers would ben-

efit from assigning research of other similar lawsuits and updates that 

may be in the news on Applebee’s franchises and the corporate man-

agement entity, Dine Equity.

Additional Readings
Khan, M. A. (2015). Restaurant Franchising (Vol. Third Edition). Apple Academic 

Publishing, Inc.

Department of Labor, Wages Division

Department of Labor Field Operations Handbook http://www.dol.gov/whd/
FOH/index.htm 

Court Documents

Similar Court cases
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Appendix A
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Appendix A (continued)




