
The Federal Trade Commission’s (FTC) recent ban on noncompete agreements marks a significant 
shift in employment practices across the United States. This sweeping regulation, set to take effect 
in August 2024, aims to dismantle barriers that prevent employees from changing jobs, starting new 
businesses, and driving innovation. Here’s a breakdown of what this means for employers, employees, 
and HR leaders, with a focus on the tech and healthcare sectors.

WHAT EMPLOYERS NEED TO KNOW 
ABOUT THE NON-COMPETE BAN

IMPACT ON EMPLOYERS AND HR LEADERS

	+ Contractual Overhaul and Training: Businesses will need to revise their employment contracts to 
remove noncompete clauses and potentially adjust other restrictions, such as certain nondisclosure 
and non-solicitation agreements. HR departments may also need to implement training programs to 
ensure that managers and executives understand and comply with the new legal landscape.

	+ Competitive Adjustments: Without noncompete clauses, businesses must find new ways to 
protect their proprietary information and maintain their competitive edge. This could mean 
enhancing confidentiality agreements and creating a positive workplace culture that invests in 
employee retention.

	+ Legal Challenges: The rule is already facing legal challenges, with several lawsuits filed questioning 
the FTC’s authority. Companies should stay informed about these legal developments, as a court 
injunction could delay or nullify the rule’s implementation.

IMPACT ON EMPLOYEES

	+ Enhanced Mobility and Higher Wages: Employees stand to 
benefit significantly from this ban, especially those in positions 
traditionally bound by noncompete clauses. They will have more 
freedom to switch jobs at will and negotiate better salaries. The FTC 
estimates that eliminating this ban will result in an average annual 
wage increase of $524 and spur the creation of more than 8,500 new 
businesses each year.

	+ Job Security and Innovation: The FTC ban could lead to a more dynamic 
labor market, encouraging innovation and entrepreneurship. Employees 
with ideas for new businesses will no longer be hampered by restrictive 
clauses, potentially leading to more startups and increased competition in 
various sectors.



INDUSTRY-SPECIFIC CONSIDERATIONS

	+ Tech Sector: In tech, where noncompete 
agreements are prevalent due to the high value of 
intellectual property and proprietary technology, 
the ban will require significant adjustments. 
Companies may need to rely more on robust 
nondisclosure agreements and other protective 
measures that do not restrict employee mobility. 
This could lead to a more innovative sector as 
employees move freely and bring new ideas 
across companies.

	+ Healthcare Sector: The healthcare industry, where 
noncompetes are also prevalent, particularly 
among physicians and nurses, will see notable 
changes. The FTC projects that this change could 
lower healthcare costs by $194 billion over the 
next decade and improve access to care by 
allowing medical professionals to move more freely 
between employers. 

NEXT STEPS FOR BUSINESSES

To navigate these changes successfully, 
businesses should:

	+ Communicate Changes: Inform employees about 
these changes and the new legal context.

	+ Strengthen Other Protections: After removing 
noncompete clauses from contracts, employers 
should enhance confidentiality and nondisclosure 
agreements to safeguard sensitive information.

	+ Monitor Legal Developments: Stay informed about 
ongoing legal challenges and potential changes to 
the rule.

The FTC’s ban on noncompete agreements represents 
a major shift towards greater employee freedom and 
market competition. Despite the legal uncertainties 
ahead, the potential benefits of increased innovation, 
higher wages, and a more dynamic job market could 
significantly transform the employment landscape.
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This material is for general information only and should not be considered as a substitute 
for legal, medical, tax and/or actuarial advice. Contact the appropriate professional counsel 
for such matters. These materials are not exhaustive and are subject to possible changes in 
applicable laws, rules, and regulations and their interpretations.
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