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AAbbssttrraacctt  
  

The economic importance of franchising in service provision, job creation and self 
employment opportunities is widely reported (Spinelli, Rosenberg & Birley, 2004). In 
Australia, franchising currently contributes approximately $130 billion to the 
Australian economy representing 10 percent of national Gross Domestic Product 
(GDP) (Frazer, Weaven & Wright, 2008).  Current research suggests that much of the 
future growth in franchising in many world economies will be attributable to the 
growth in multi-unit franchising arrangements (Weaven & Frazer 2007).  Multi-unit 
franchising (MUF) refers to an organisational arrangement in which franchisees are 
allowed to own more than one unit within the same franchise system. However, the 
existence of multi-unit franchising remains a curious anomaly.  In particular, from an 
agency theoretic perspective, multi-unit franchising appears to represent a suboptimal 
alternative to traditional dyadic revenue sharing arrangements as it contradicts 
incentives rationales for franchising choice.  However, the ubiquity and popularity of 
this organisational form has generated consistent debate regarding the relative merits 
of this growth strategy.   
 
Over the last 15 years there has been a myriad of research explaining and examining 
the area multi-unit franchising.  Areas of particular interest have focused upon 
expansionary strategies, motivations and incentives, and differences between single-
unit and multi-unit operations.  Further research has explored the challenges which 
chain organisations encounter when employing a MUF framework (for example, 
Bradach, 1995; Garg et al., 2005).  However, whilst it is evident that growth has 
occurred throughout the franchising literature in relation to MUF, significant gaps still 
exist.  For example, with the notable exception of Bradach (1995) limited research has 
explored the key factors (imperatives) essential for multi-unit franchising to succeed 
(that is operational performance), hence, ensuring sustainability of franchise systems.  
Moreover, previous research has not empirically examined franchise system 
performance within the context of different organisational forms of MUF that are 
distinguished by their influence upon the extent of direct franchisor control, rate of 
system expansion and management of system operations.  Therefore, based on the 
seminal work of Bradach (1995), this study will empirically examine the impact of the 
four franchising imperatives (that is, (1) unit growth, (2) uniformity, (3) local 
responsiveness and, (4) system wide adaptation) upon franchise system operational 
performance across the four key governance structures (that is, (1) master franchising, 
(2) area development franchising, (3) area representative franchising and (4) 
incremental franchising).   
 
Thus, this research addresses gaps in the literature by investigating the research 
question: 

TToo  wwhhaatt  eexxtteenntt  aarree  tthheerree  ddiiffffeerreenncceess  iinn  tthhee  eeffffeecctt  ooff  tthhee  ffoouurr  iimmppeerraattiivveess  ((tthhaatt  
iiss,,  uunniitt  ggrroowwtthh,,  ssyysstteemm  uunniiffoorrmmiittyy,,  llooccaall  rreessppoonnssiivveenneessss  aanndd  ssyysstteemm--wwiiddee  
aaddaappttaattiioonn))  uuppoonn  ooppeerraattiioonnaall  ppeerrffoorrmmaannccee  aaccrroossss  ddiiffffeerreenntt  mmuullttiippllee  uunniitt  
ffrraanncchhiissiinngg  aarrrraannggeemmeennttss  ((mmaasstteerr  ffrraanncchhiisseeee,,  aarreeaa  ddeevveellooppmmeenntt,,  aarreeaa  
rreepprreesseennttaattiivvee,,  iinnccrreemmeennttaall))..  

 
A two-stage methodological approach was utilised in this research. Stage One adopted 
a qualitative process of convergent interviewing which involved in-depth interviews 



with franchisors. The rationale for the interviews was to gain insight into the 
experiences of franchisors in regard to the four imperatives and their effect on 
operational performance.  This process resulted in the emergence of a number of 
themes that were then used to generate the survey items of this study.  Stage Two 
involved the development of a questionnaire, the construction of which included input 
via an expert panel and rigorous pilot testing.  This resulted in a psychometrically 
sound survey instrument being used to collect the data for hypotheses testing. 
Administration of the survey was via email to a purposive sample of Australian 
franchisors and this resulted in the collection of 347 usable surveys.   
 
Preliminary analysis of the data was conducted via tests of normality, skew and 
kurtosis, Kaiser-Meyer Olkin and Bartlett’s Test of Sphericity, correlation analysis, 
exploratory factor analysis (EFA) and reliability analysis. Upon confirming the 
factors structures and reliability of the scales, composite variables were computed 
ready for analysis via structural equation modelling using Partial Least Square (PLS) 
regression analysis.  Hypothesis testing resulted in all, but one, hypothesis being 
supported.  The findings, therefore, indicate that there are significant differences in 
the way in which three of the four imperatives (that is, unit growth, system uniformity 
and system-wide adaptation) impact on performance across different governance 
structures, such as master franchising, area development franchising, area 
representative franchising and incremental franchising.   
 
This research makes an original contribution to the body of knowledge about multi-
unit franchising practice through inductive and deductive analysis that develops our 
theoretical understanding of what mode of multi-unit expansion is more effective in 
terms of realising the four franchising imperatives.  The results show that not all of 
the four imperatives are fundamental to the operational efficiency of all multi-unit 
structures.  In particular, only three of these imperatives (that is, unit growth, system 
uniformity and system-wide adaptations) appear, in varying degrees, to influence the 
operational performance of franchise systems across different multi-unit structures.  
Local responsiveness, which is often touted as fundamental to unit efficiency and 
performance, was found to be non-significant across all multi-unit structures, 
suggesting that it may be of greater importance in single-unit franchise firms.  When 
considering all four governance models, both master franchising and incremental 
franchising were better in achieving unit growth, system uniformity and system-wide 
adaptation, hence, the franchising imperatives.   
 
From a managerial perspective, the results provide insight into how and which of the 
four franchising imperatives may influence operational performance across the four 
key multi-unit organisational structures.  Although not all factors comprising of the 
conceptual model were confirmed, this research may assist franchisors in providing 
some preliminary answers as to which multi-unit expansionary strategy to adopt.  
Given that there is evidence that franchisors often adopt ad hoc approaches to system 
expansion (Weaven & Frazer 2007), this research provides value in informing 
managers (and franchisors) of which multi-unit organisational form is more effective 
in the achievement of certain performance outcomes.  Moreover, this research 
provides current information that can be utilised by a range of (public and private) 
stakeholders to provide franchisors with greater access to current information 
concerning different organisational forms to enhance and ensure more effective 

 II



decision making in regard to the use and preservation of franchisee owned mini-
chains.  
 
In conclusion, this original and comprehensive research has provided a more complete 
understanding of multi-unit organisational structures.  Whilst multi-unit arrangements 
are a pervasive franchising form and growing method of expansion, this research 
provides greater insight into the factors which enable more effective use of each 
multi-unit organisational structure. By doing so, this research develops our current 
understanding of which multi-unit organisational form is more effective in enhancing 
system performance based upon the four key imperatives driving system success and 
sustainability from the context of multi-unit ownership. 
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CHAPTER 1 

INTRODUCTION 

 

The new world of franchising lives by an old saying: 

‘The sum of the whole is far greater than the individual’ 

(Inside Franchising, 2008). 

 

1.1  BACKGROUND 

Franchising is a contractual business arrangement in which one party (that is, the 

franchisor) grants to an independent party (that is, the franchisee) the right to market 

and/or distribute goods or services under a commercial symbol (or trademark).  Such 

a business arrangement entitles the franchisor the right to receive royalty fees (that is, 

royalties) in exchange for the use of the brand name and operating concept 

(Franchising Code of Conduct, 1998).  Originally, franchising was used to manage the 

growth of corporate companies (Combs & Ketchen, 2003), however, the purpose of 

adopting franchising as a mode of strategic expansion has since been extended.   For 

example, franchising has been found to create numerous opportunities for business 

entrepreneurs and, by doing so, facilitate corporate growth, innovation and local 

adaptation of marketing concepts (Kaufmann & Eroglu, 1998). 

 

The concept of franchising has become well documented and is a popular and 

growing business strategy in many regions of the world (Castrogiovanni, Combs & 

Justis, 2006; Welsh & Alon, 2001).  A mature level of franchising is evident in the 

United States, Europe and Australia (Alon & McKee, 1999; Frazer, 2000).  To further 

accentuate the prevalence of franchising in Australia, Australia has been coined the 

‘franchise capital of the world’ (Walker, 2004, p.36) because it has over three times 

the number of systems per capita than the United States (Frazer & Weaven, 2002).  

Moreover, Australia and other world economies, such as the United States, recognise 

franchising as a significant contributor in terms of both social and economic 

importance on the whole of society (McIntyre, Gilbert & Young, 2006; Merrilees & 

Frazer, 2006; Swartz, 2001).  For example, in both Australia and the USA, franchising 

accounts for more than 40 percent of retail trade (Frazer, Weaven & Wright, 2006; 

Welsh, 2002). 
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It is evident that franchising has become a central business arrangement and is 

commonly employed as a mode of expansion for many firms both within Australia 

and many other world economies (for example, United States, South-East Asia).  

Subsequently, this has facilitated growth in the amount of research under exploration 

within the realm of franchising.  A vast array of areas within the franchising domain 

has been and, is currently, under examination.  Areas of specific focus within 

franchising research include comparative studies based on the mix of franchised and 

company-owned units (for example,  Clinquet & Croizean, 2002; Dant, Paswan & 

Kaufmann 1996; Elango & Fried, 1997; Hunt 1973; Krueger 1991; Oxenfeldt & Kelly 

1969), the legal and societal repercussion of franchising (for example, Lim & Frazer, 

2000; Scherer & Ross, 1990; Terry 2001), the efficient operation of franchise systems 

(for example, Baucus, Baucus & Human, 1996; Caves & Murphy, 1976; Lewis & 

Lambert, 1991; Schul, Little & Pride, 1985) and conflict in franchisor/franchisee 

relationships (for example, Kaufmann & Rangan, 1990; Spinelli & Birley, 1996; 

Strutton, Pelton & Lumpkin, 1993).   

 

More recently within the franchising realm, attention has been directed towards areas 

concerning franchise failure and success (for example, Frazer & Winzar, 2005; 

Castrogiovanni, Justis & Julian, 1993; Frazer, Merrilees & Bodey, 2007; Holmberg & 

Morgan, 2003; Stanworth, 1996), international franchising (for example, Connell, 

1999; Fladmoe-Lindquist, 1996, 2000; Frazer et al., 2007; McIntyre et al., 2006; 

Quinn & Doherty, 2000; Swartz, 1994; Walker, 1989), co-branding (for example, 

Wright & Frazer, 2007; Young, Hoggatt & Paswan, 2001; Young, Paswan, Buch & 

Ashby, 1997), entrepreneurship (for example, Maritz, 2005; Maritz & Nieman, 2008; 

Michael, 2003), net technologies (for example, Dixon & Quinn, 2004; Paswan, 

Wittmann & Young, 2004; Young, Clark & McIntyre, 2006) and multi-unit 

ownership (Bodey & Weaven, 2007; Bodey, Weaven & Grace, 2007; Bradach, 1997; 

1998; Grünhagen & Mittelstaedt, 2000; Kalnins & Lafontaine, 1999; Kaufmann, 

1996; Kaufmann & Stanworth, 1995; Maritz, Lobo & Bhat, 2006; Sen 2001; Shane 

1996a, 1996b; Weaven & Frazer, 2003, 2006, 2007).  Multi-unit franchising (MUF) 

refers to an organisational arrangement in which the franchisor grants a franchisee the 

right to own and operate more than one single-unit within the same franchise system 

(Grünhagen, 1999).  Although focus from a multi-unit franchising perspective has 

received considerable attention over the past decade, it still remains a curious anomaly 
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(Kaufmann & Dant, 1996).  Many facets of multi-unit franchising are either 

underdeveloped or unknown given the enormity of this area in the context of 

franchising research and the prevalence of this organisational form within the 

franchise sector (for example, Weaven & Frazer, 2007).  Furthermore, Kaufmann 

(1996) reiterates the need to further our understanding of franchising from a multi-

unit perspective, given the growth of this organisational form within many franchise 

systems: 

…the metaphor used by most franchising researchers, no matter what their basic 
discipline, has been the single unit franchisee.  It takes little by way of casual 
empirical observation to belie that assumption.  Single unit franchisees are the 
exception, not the rule (Kaufmann, 1996, p. 5). 

 

More recently, Kalnins and Lafontaine (2004) further advocate the need to explore 

and validate the use of multi-unit franchising: 

…many interesting features of this organizational form have barely been documented, 
let alone studied in detail (p.35). 
 

One central area which very few studies have explored is operational performance 

from a multi-unit franchising perspective (for example, Bradach, 1995; Garg, Rasheed 

& Priem, 2005).  Studies by Bradach (1995) and Garg et al. (2005) have identified the 

key management challenges or goals (that is, unit growth, system uniformity, local 

responsiveness and system-wide adaptation) found to enable multi-unit franchisees 

greater performance than single unit franchisees, although, their approach has been 

bound by either exploratory, field data or a lack of application to all four multi-unit 

organisational structures (that is, master franchising, area development arrangements, 

area representative arrangements and incremental franchising).  However, the 

importance of multi-unit arrangements cannot be underestimated.  For example, 

Frazer, Weaven and Wright (2008) suggest that multi-unit franchising arrangements 

are a common governance form across many Australian franchise systems.  More so, 

Bradach (1995) suggests: 

…multi-unit franchisees meet several key management challenges more effectively 
than single unit franchisees, which helps to explain the pervasiveness of this 
phenomenon (p.66). 

 

Therefore, the lack of empirical research focusing on franchise organisational forms 

and those factors found to be fundamental in the operational performance of a 
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franchise system necessitates the need for further investigation.  This exemplifies a 

significant gap within the current franchising literature.   

 

1.2 RESEARCH OBJECTIVES 

The preceding section provided a brief overview of franchising with specific attention 

drawn towards franchising in Australia and past studies conducted within the 

franchising realm.  In addition, the above discussion further acknowledged the need to 

examine franchising from a multi-unit perspective.  As such, the research reported 

within this thesis will investigate the following broad research question: 

 

RRQQ11::  TToo  wwhhaatt  eexxtteenntt  aarree  tthheerree  ddiiffffeerreenncceess  iinn  tthhee  eeffffeecctt  ooff  tthhee  ffoouurr  ffrraanncchhiissiinngg  

iimmppeerraattiivveess  ((tthhaatt  iiss,,  uunniitt  ggrroowwtthh,,  ssyysstteemm  uunniiffoorrmmiittyy,,  llooccaall  rreessppoonnssiivveenneessss  aanndd  

ssyysstteemm--wwiiddee  aaddaappttaattiioonn))  uuppoonn  ooppeerraattiioonnaall  ppeerrffoorrmmaannccee  aaccrroossss  ddiiffffeerreenntt  

mmuullttiippllee  uunniitt  ffrraanncchhiissiinngg  aarrrraannggeemmeennttss  ((mmaasstteerr  ffrraanncchhiisseeee,,  aarreeaa  ddeevveellooppmmeenntt,,  

aarreeaa  rreepprreesseennttaattiivvee  aanndd  iinnccrreemmeennttaall))..  

  

Therefore, the purpose of this research is to examine the four management challenges 

or goals proposed by Bradach (1995) (that is, unit growth, system uniformity, local 

responsiveness and system-wide adaptation) across the four multi-unit organisational 

structures (that is, master franchising, area development arrangements, area 

representative arrangements and incremental franchising) to determine operational 

performance.  This is a particularly important area as there has been little empirical 

research on the performance of organisational structures in multi-unit franchising 

(Bradach, 1995; Garg et al., 2005).  Although recent studies have indicated the 

attractiveness of this method of franchising (for example, Bradach 1995; Kalnins & 

Lafontaine 1997; Kaufmann & Dant 1996), typically, franchising research has 

focused upon the ‘traditional’ single-unit theoretical paradigm (for example, Brickley, 

Dark & Weisenbach, 1991; Combs & Castrogiovanni, 1994; Lafontaine, 1992; 

Minkler, 1990; Shane, 1996a; Thompson, 1992).  Primarily, research has been 

conducted on the single unit model as academics and practitioners have found it 

difficult to conceptualise the theoretical justifications for using multi-unit franchising 

arrangements within the context of agency theory (Kaufmann & Dant, 1996).   

 



Nonetheless, there is no doubt that the employment of multi-unit franchising has 

grown (Garg et al., 2005), as a growing proportion of existing franchisees in Australia 

and the United States operate more than a single outlet (Grünhagen, 1999).  For 

example, in the United States, more than 60 percent of franchise units are opened by 

pre-existing franchisees (Kaufmann & Lafontaine, 1994).  Furthermore, early research 

in the United States indicated that more than 20 percent of franchise system occupied 

multi-unit operators (Tomzack, 1994).  In addition, the use of multi-unit franchising 

as a growth strategy has become more prevalent among Australian franchisors (Frazer 

& Weaven 2002, Frazer et al., 2008). Based on the seminal work of Bradach (1995), 

this thesis proposes that the four management challenges (that is, four franchising 

imperatives) are critical in the operational performance of multi-unit franchise 

systems.  Specifically, this thesis addresses four hypotheses (refer to Table 1.1). 

 

Table 1.1 Hypotheses developed for the study 

Construct No. Hypothesis 

 
System Growth  

 
H1 

 
 
 
 

 
There will be a difference in the effect of unit growth upon operational 
performance across different multiple unit structures (master franchisee, area 
development, area representative, incremental). 

 
Uniformity  

 
H2 

 
 
 
 

 
There will be a difference in the effect of system uniformity upon operational 
performance across different multiple unit structures (master franchisee, area 
development, area representative, incremental).               

 
Local Responsiveness  
 
 

 
H3 

 
 
 
 

 
There will be a difference in the effect of local responsiveness upon 
operational performance across different multiple unit structures (master 
franchisee, area development, area representative, incremental). 

 
System-wide Adaptation 

 
H4 

 
 
 
 

 
There will be a difference in the effect of system-wide adaptation upon 
operational performance across different multiple unit structures (master 
franchisee, area development, area representative, incremental). 

 

Source:  developed for this research. 
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The four hypotheses summarised in Table 1.1 are proposed to assist in answering the 

research question.  The concepts were developed through a review of the academic 

literature in relation to franchising and, specifically, multi-unit organisational forms.  

Based on the seminal work of Bradach (1995) and the recent examination of MUF 

and management challenges presented by Garg et al. (2005), it is proposed that each 

of the franchising imperatives (that is, unit growth, system uniformity, local 

responsiveness and system-wide adaptation) will favour a particular organisational 

form (that is, master franchising, area development arrangements, area representative 

arrangements and incremental franchising) to achieve optimal operating performance 

within a franchise system.  In other words, in order to achieve optimal operating 

performance of a franchise system, the chosen objective (for example, unit growth) 

will determine the organisational form (for example, master franchising) the franchise 

system adopts. 

 

1.3 DEFINITIONS AND TERMS 

In order to establish an understanding of the franchising literature and to ensure that 

consistency in terminology is adopted, the following section provides a thorough 

overview of the common terms used with the domain of franchising research. 

 

Area development agreement: This is an agreement by which the area developer 

maintains the right to open multiple units (Weaven & Frazer, 2003), over a pre-

specified period of time, within an assigned geographic territory. Area developers 

own, operate and open the franchises within the given territory (Bodipo-Memba & 

Lee, 1997; Garg et al., 2005; Kaufmann & Kim, 1995).  

 

Area representative arrangements: An area representative is not granted the right to 

contract with potential franchisees however may recruit potential franchisees 

(Whittemore & Perry, 1998) and, in addition, oversee (that is, monitor) an assigned 

territory on behalf of the franchisor.  As such, the area representative is obligated to 

assign potential franchisees to a designated area, whilst, providing ongoing support 

and services to current franchisees (Lowell, 1991).    

 

Business format franchising: Business format franchising is a system that offers a 

distinctive business format structure for effectively and efficiently managing a 
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complex business system, often embracing a number of independently operating 

business units.  This agreement includes such elements as the product, service and 

trademarks, operational manuals, marketing strategy and plans, standards and quality 

control measures (Kaufmann and Eroglu, 1998; US Department of Commerce, 1988).   

Company-owned units: These are units which are owned by the franchise (that is, 

company) and are operated by employees of the company (Bradach, 1997). 

 

Franchise: This is a business arrangement in which a pre-tested product is 

contractually formed between the franchisor and franchisee and involves the 

market/produce of goods and services in-line with that stipulated by the franchisor 

(Curran & Stanworth, 1983; Franchise Code of Conduct, 1998; Inma, 2005) 

 

Franchise agreement: This is a written contract which transpires when the franchisor 

grants to an independent party (that is, the franchisee) the right to distribute goods or 

services under a commercial symbol or trademark in which the franchisor receives 

fees (that is, royalties) in exchange for assistance and the use of the brand name and 

operating concept (Franchising Code of Conduct, 1998). 

 

Franchisee: This is a person or organisation which a franchise is granted by the 

franchisor to operate a franchise unit (Franchise Code of Conduct, 1998). 

 

Franchisor: This is a person or organisation that grants a franchise or participates in 

the franchise as the franchisor (Franchise Code of Conduct, 1998). 

 

Incremental multi-unit franchisees: Incremental (also referred to as sequential 

franchising) franchising is a form of franchising in which a franchisee is sequentially 

awarded several units, but without prior commitment (Garg et al., 2005). 

 

Local responsiveness: The process of a franchise network encouraging individual 

franchise units to actively pursue local businesses and/or community groups to foster 

and build local relationships and, therefore, meet local market needs whilst prevent 

local market competition (Bradach, 1995, 1997). 
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Master franchisee: The master franchisee is contracted to the franchisor and granted 

the right to sell franchises to franchisees in a specific geographic area or territory 

(Justis & Judd, 1986).   

 

Multiple-unit franchisee (MUF): This is a franchisee that has the opportunity to 

operate more than one single franchise unit within the same franchise system (Garg et 

al., 2005; Grünhagen, 1999). 

 

Single-unit franchisees (SUF): That form of franchising in which the franchisee is 

restricted to only operating one unit within the franchise system (Garg et al., 2005). 

 

System-wide adaptation: A strategy of a franchise network to modify their systems, 

practices or products as to accommodate the idiosyncrasies of market demand.  

System-wide adaptation also includes a franchise system aligning their current 

offering with the introduction of new learning and innovation within the network to 

stay abreast of competitor offerings (Bradach, 1995, 1997). 

 

Uniformity: The strategy of a franchise system to maintain image consistency and 

quality control across all units within a franchise system by implementing uniform 

systems, standards and practices (Bradach, 1995, 1997). 

 

Unit Growth: The process by which individual units within a franchise system 

increase in numbers either through franchise or company-owned units or internal 

attributes such as sales and size of units as to achieve economies of scale (Bradach, 

1995, 1997). 

 

1.4   JUSTIFICATION AND IMPORTANCE OF THE STUDY 

Research regarding the four franchising imperatives (that is, unit growth, system 

uniformity, local responsiveness and system-wide adaptation) and the choice of MUF 

organisational structure (that is, master franchising, area development arrangements, 

area representative arrangements and incremental franchising) to achieve optimal 

operating performance within a franchise system is worthy of academic research.  

Figure 1.1 provides an overview of the importance of this study, including the 
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justification of the study and its theoretical and practical contribution to the domain of 

franchising research. 

 

Figure 1.1 Importance, Justification and Contributions of the Study 

IMPORTANCE       CONTRIBUTION 

    JUSTIFICATION 

 

 

 

 

 

 

 

 

 

 

Source:  developed for this research. 

 

Franchising Sector 
(Australia) 

1. Growth rate of 14.6 
percent; 10% of GDP; 
2. $130 billion dollars to the 
Australian economy; 
3. Over 1100 business format 
franchise systems in Australia 
(+71 000 units); 
4. Plus 413 500 employed in 
this sector. 

Practical: 
1. Assist franchisors choosing 
a strategy (for example, unit 
addition) to adopt the 
appropriate MUF 
organisational structure to 
achieve operational 
performance; 

Gap: Empirical research on 
the choice of MUF 

organisational forms in 
relation to the four 

franchising imperatives 

Limited research in MUF 
organisational forms – 
Empirical research to date is 
limited to only a few  
organisational structures (for 
example, Garg et al., 2005). 
 

Theoretical: 
Advance theory in relation to: 
1. Optimal governance 
structures appropriate for 
MUF; 
2. The provision of a valid and 
reliable scale to measure the 
four imperatives 
3. The identification of system 
performance factors relating 
to multi-unit franchising; 
4. The manner in which each 
of the four imperatives 
contribute to franchising 
theory. 
 

2. Identify the key factors 
required to achieve the four 
franchising imperatives. 

Multi-unit franchising 
1. Common organisational 
form (+30% in Australia); 
2. Between 20 to over 57% of 
franchise systems adopt some 
form of MUF strategy in 
many regions of the world; 
3. MUF assists in the 
operational efficiency of 
franchise networks. 

Franchising is an increasingly popular form of a business arrangement in many 

regions of the world including Australia.  In fact, the output of the franchise sector in 

Australia now accounts for more than 10 percent of gross domestic product (GDP) 

(Franchise Council of Australia, 2006).  In addition, in 2008, franchising was found to 

contribute $130 billion dollars to the Australian franchising sector (Frazer et al., 

2006).   Moreover, there were some 1100 business format franchise systems 

embracing approximately 71 000 units with an annual growth rate of 14.6 percent 

(Frazer et al., 2008).  To rationalise the economic value of the Australian franchising 

sector, more than 413 500 individuals were employed in either part time, full time or 

casual mode in business format franchise systems in 2008 (Frazer et al., 2008) out of a 

population of only 21.3 million (ABS, 2008).   Subsequently, more than 59 percent of 

franchising in Australia takes place in industries such as the retail trade, 
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accommodation and food services (for example, food retail, fast food, coffee shops), 

administration and support services (for example, travel agencies, cleaning, gardening 

and office service) (Frazer et al., 2008).   

 

The prevalence of hybridised organisational forms is playing an increasingly 

important role in the business environment, both nationally and internationally.  For 

example, common among many corporate organisations is the formation of strategic 

alliances (Carney & Gedajlovic, 1991) and other formal arrangements (including 

licensing, subcontracting and franchise arrangements).  Such arrangements allow 

organisations to distribute their products more efficiently and effectively 

domestically, and across borders, to their customers (Shane 1996a).  Subsequently, 

franchisee-owned unit networks present an additional hybridised form of channel 

structure (Grünhagen & Mittelstaedt, 2000).  The incidence of multi-unit 

arrangements, whereby franchisees own more than one unit, is significant.  For 

example, approximately 32 percent of the Australian franchise sector includes 

networks such as these (Frazer et al., 2008). 

 

Whilst in the past there has been less acceptance of this mode of expansion (Frazer & 

McCosker 1999; McCosker & Frazer 1998) among franchise systems in Australia; 

there is evidence to suggest that this is changing (Frazer et al., 2008).  Concerns were 

typically founded based on efficiency consideration in relation to employment of unit-

level managers where their remuneration is not dependent upon their performance.  

Therefore, conceptually, the application of employing a multi-unit strategy appears an 

unsound practice.  However, the increased utilisation of multi-unit franchisees 

justifies the need to examine the four primary organisational forms of MUF (that is, 

master franchising, area development franchising, area representative franchising and 

incremental franchising).  In order to provide greater depth to this research, the four 

primary organisational forms are analysed across those factors which are found to 

enhance the performance and longevity of the franchise network (that is, unit growth, 

system uniformity, local responsiveness and system-wide adaptation) where multi-

unit structures are present (Bradach, 1995; Garg et al., 2005). 

 

The previous discussion highlights the importance of research in the area of multi-unit 

franchising and provides preliminary justification for research that specifically 
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explores MUF organisational forms and the four franchising imperatives.  The 

following commentary by Garg et al. (2005) substantiates and supports the urgency 

for research in the area of MUF and, more so, the choice of organisational forms:  

…MUF theory remains incomplete, in part because this is a new area of study and in 
part because most scholars have not considered the implications of choice of sub-
forms…within the MUF form (p. 191). 

 

This study is justified on the grounds that research in the areas of multi-unit 

franchising (that is, organisational forms), the four franchising imperatives and 

operational performance is under-researched and, subsequently, warrants further 

research attention.  Empirical testing of the hypotheses (that is, relationships between 

the four franchising imperatives across hybridised governance forms) will provide 

considerable insight into the way in which franchisors choose their corporate strategy 

to achieve maximum efficiency within their franchise networks, an area in which we 

currently have little knowledge.  This being the case, justification is also derived from 

the contributions to theory and practice that this thesis presents.   

 

The knowledge gained will provide academics with several theoretical contributions.  

Firstly, the outcomes of this thesis will advance theory in relation to optimal 

governance structures appropriate for multi-unit franchising (by examining all four 

governance structures concurrently).  Furthermore, whilst both Bradach (1995) and 

Garg et al. (2005) have provided some partial insight into the factors which maximise 

system performance and the organisational forms which enable such achievement, 

limitations are still present.  This thesis provides a second theoretical contribution by 

providing an empirical measure of the four franchising imperatives, not previously 

developed. In this sense, a valid and reliable measure of the four imperatives adds to 

the literature and this scale can be further validated in future studies. Thirdly, by 

empirically testing operational performance measures, this thesis provides further 

insight into the identification of system performance factors relating to multi-unit 

franchising.  Finally, this thesis confirms the importance (for example, system-wide 

adaptation) and inclusion (that is, whether local responsiveness is a construct worthy 

of being an imperative) of certain imperatives from a multi-unit perspective.   
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From a practical perspective, the findings of this study will assist marketers and 

franchisors in understanding what is the most appropriate organisational form (that is, 

master franchising, area development arrangements, area representative arrangements 

and incremental franchising) to engage in, in order to grow their franchise networks, 

maintain uniform standards, be locally responsive and adapt the system to meet 

environmental demands.  By doing so, the findings will enable marketers and 

franchisors the ability to determine which factors facilitate the achievement of each 

organisational form.  Similarly, this study will inform practitioners of the key factors 

required to achieve any or all of the four franchising imperatives (for example, system 

uniformity = consistency of brand image, quality, compliance with system standards 

etc.).   In summary, the theoretical and practical contributions of this study will build 

on existing research and provide a solid foundation upon which to base future 

research. 

 

1.5 RESEARCH METHOD 

The research methodology for this study is based on the development of a survey 

questionnaire to enable the measurement of franchisor perception, attitudes and 

opinions towards the four franchising imperatives (that is, unit growth, uniformity, 

local responsiveness and system-wide adaptation) and operational performance across 

the four multi-unit organisational structures.  The rationale behind adopting an on-line 

survey instrument is that online surveys are cost effective and induce higher response 

rates as opposed to alternate survey methods (for example, mail surveys) (Malhotra et 

al., 2006).   

 

The implementation of a two-phase scale development process was undertaken to 

develop the scale (phase one) and enable the construction of the survey for hypotheses 

testing (phase two).  Specifically, phase one employed a mixed-method approach, 

initially using convergent interviews to assist in item generation followed by item 

purification through statistical analysis.  Phase two involved pilot testing the survey 

instrument and refinement of the items generated.  The survey was administered 

through the use of ‘Survey Monkey’ (an online survey company) using a current 

database of the franchisors from Australia.  Analysis of the data was conducted via 

tests of normality, skew and kurtosis, Kaiser-Meyer Olkin and Bartlett’s Test of 
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Sphericity, correlation analysis, exploratory factor analysis, reliability analysis and 

Partial Least Square (PLS) regression analysis. 

 

1.6 THESIS OUTLINE 

The following section provides an overview of the structure of the thesis.  This thesis 

comprises of seven chapters based on the five-chapter framework suggested by Perry 

(1998).  Perry (1998) states that, where necessary, the adoption of a six or seven 

chapter approach is considered acceptable. 

 

This chapter provides a brief overview of the background of the Australian franchise 

sector including previous franchising research.  This enables the research objectives, 

definitions and terms relevant to this study to be identified.  The importance and 

justifications of the study are discussed followed by the adopted research 

methodology.  Finally, the thesis outline and delimitations of the study is presented. 

 

Chapter Two presents several definitions of what constitutes franchising, including 

the classifications of franchising, the structure of business format franchising and 

multi-unit franchising.  Following this, an overview of research conducted within the 

franchising realm is reviewed, including discussion on the background of franchising 

in Australia, the characteristics of the Australian franchise sector and an overview of 

past and current franchising literature.   

 

Chapter Three builds upon Chapter Two, however, focus is drawn towards single unit 

franchising incentives including franchisor incentives.  The two main theories 

proposed to explain franchising: resource constraints theory and agency theory are 

thoroughly discussed.  Building on resource constraints and agency theory, an 

overview of chain organisations or plural structures (that is, company-owned and 

franchise) is undertaken.  Finally, an examination of multi-unit franchising (MUF) 

including past and current exploratory/descriptive, explanatory and conceptual studies 

are identified.   

 

Chapter Four validates the research question of this study and a rationale for the 

hypotheses and their relationships is presented.  This is followed by a thorough 
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examination of the four hypotheses generated for this research.  Finally, a preliminary 

conceptual model of the research is presented.   

 

Chapter five outlines the research methodology for this study, including analysis of 

the two research paradigms common within social science research (that is, qualitative 

methodology and quantitative methodology).  Next, a research plan is identified 

detailing the three primary stages that this study employs: the preliminary planning 

stage, the research design stage and, finally, the implementation stage.   

 

Chapter Six provides the results of hypotheses testing pertaining to the hypotheses 

presented in Chapter Five.  Initially, a profile of respondents is identified.  This is 

followed by a presentation of the preliminary analysis undertaken on the data.  Based 

on the preliminary data, the validity and reliability of the survey scales is established 

which enables the results from the four hypotheses and scale development (for 

example, items) to be presented.  Finally, the application of Partial Least Squares 

(PLS) is conducted based on the four hypotheses presented. 

 

Chapter Seven presents a comprehensive discussion of the research findings in terms 

of the four hypotheses identified.  From this, several theoretical, practical and public 

policy implications are acknowledged, including the limitations of the research and 

implications for further research. The final section of the thesis includes a list of 

references and appendices used to verify and support the process and structure of this 

thesis.  Figure 1.2 provides a graphic representation of the structure of this thesis. 
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Figure 1.2 

Outline of the research 
 

Introduction and structure of thesis 
(Chapter 1) 

 

 

Background of franchising 
 (Chapter 2) 

 

 

(Chapter 3) 

Literature review  

 

 

 

 

Review of multiple unit research 
(Section 3.5) 

Review of Franchise theories 
(Section 3.3) 

 

(Chapter 4) 

Hypotheses Development 
 

 

(Chapter 5) 

Methodology  

 

 

 

 

Phase 2 
Quantitative survey of 
Australian franchisors  

(Chapter 5) 

Phase 1 
Exploratory study of Australian 

Franchisors (Chapter 5) 

Results and Analysis 

(Chapter 6) 

 

 

 

(Chapter 7) 

Discussion and Conclusions 
 

Source: developed for this research. 
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1.7 DELIMITATIONS 

Given the nature of this research, there are several delimitations of this study which 

need to be acknowledged.  Firstly, the survey data was exclusive to Australia, a 

country which occupies a mature level of franchising (for example, Frazer, 2000).  

Therefore, the results of this study would be limited to markets considered similar to 

Australia (for example, United States) and, therefore, may not apply to less mature 

franchise environments (for example, Eastern European countries).  In addition, a 

cross-comparison between Australia and other world nations (for example, United 

States) may reveal differences given the different levels of regulation within each 

country.  For example, the United States employs a decentralised approach to 

franchise regulation, whereby various franchise laws are prevalent in different states 

(Gomm, 1992).  In contrast, the Australian franchise sector occupies a centralised 

approach to franchise regulation which transpired with the introduction of the 

Australian Franchise Code of Conduct in 1998.  This ensures that all franchise 

systems operate under a unified Code of Conduct. 

 

Furthermore, this research is delimited to business format franchising.  Business 

format franchising is the most common form of franchising strategy adopted by 

franchise systems in Australia.  Business format franchising occurs when the 

franchisor grants the franchisee the right to replicate the business package (for 

example, training, corporate trademark etc.) in exchange for a fee (for example, 

royalty payment) (Doherty & Quinn, 1999; Grant, 1985; Mendelsohn, 1999).   As 

business format franchising is found to be the most common form of franchising in 

many Western countries including Australia (Clarke, 1997; Frazer & Weaven, 2002, 

2004; Mendelsohn, 1995; McCosker 1996; Terry 1993), its use in this study is 

validated.  In addition, studies within Australia have examined business format 

franchises from a multi-unit perspective (for example, Weaven & Frazer, 2003).  

Finally, these factors of maturity, national regulation and business format franchising 

may limit the generalisability of this research. 

 

1.8 CONCLUSION 

This chapter has provided a thorough outline for which to base the foundations of this 

thesis.  Initially, a brief overview of the Australian franchise sector, including a 
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summary of the common areas of focus in franchise research, was discussed to 

introduce the topic area.  Following this, the research objective and hypotheses were 

presented to outline the area of focus of this thesis.  Next, the methodology adopted 

including the data collection instrument and two-phase survey development process 

was acknowledged including the overall structure of the thesis.  Finally, the 

delimitations of the thesis were identified.  Chapter Two presents an overview of the 

background of franchising, including multi-unit franchising, franchising research and 

an overview of the franchise sector of Australia. 
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CHAPTER 2 

BACKGROUND OF FRANCHISING  

 

The increasing popularity of franchising as a mechanism for growth over the 

last 40 years has seen it become an important research topic in various 

disciplines, including marketing, economics and organisation theory (Dixon & 

Quinn, 2004, p. 311). 

 

2.1 INTRODUCTION 

Chapter One presented a brief overview of the background of franchising.  From this, 

research objectives, definitions and terms relevant to this study, including 

justifications of the study were discussed.  In addition, the research method, thesis 

outline and delimitations of the study were presented. 

 

The structure of Chapter Two is outlined in Figure 2.1.  Initially, this chapter presents 

several definitions of franchising.  Following this, classifications of franchising, the 

structure of business format franchising and multi-unit franchising are discussed.  

Next, an overview of research conducted within the franchising realm is reviewed, 

including a discussion on the background of franchising in Australia, Australian 

franchise sector characteristics and past and current franchising literature.   
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2.2 DEFINITIONS OF FRANCHISING 

Franchising is a business arrangement, which originated from France in the 18th 

Century (Inma, 2005).  The term franchising is derived from the French word franchir 

meaning the granting of right or an exemption (Williamson, 1992).  Early research 

suggests a lack of definitional clarity in the 1970s which led to much research by 

franchising academics (Stanworth & Curran, 1999).  Subsequently, previous research 

often presents a wide array of definitions of what constitutes a franchising 
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arrangement.  One of the earliest definitions of franchising was provided by Hunt 

(1972) which comprised of three main characteristics including: the existence of a 

contract which delineates the responsibilities and obligations of both parties; a strong 

and continuing cooperative relationship between the franchisor and franchisee and; 

the franchisee operates the business substantially under the trade name and marketing 

plan of the franchisor.  However, this definition has been criticised as it understates 

the specific factors that comprise a franchise agreement (Stanworth & Curran, 1999).  

In particular, the third aspect of the definition is the only element that clearly defined 

franchising from other forms of business arrangements. 

 

In 1978, one of the most recognised definitions within the franchising literature was 

provided by Rubin (1978). Rubin (1978) suggests that franchising includes a contract 

between two parties, the franchisor and the franchisee; a (developed) product for 

purchase; a provision for franchisees to market the product in a specific territory and; 

the granting of the right to use the product in return for a specified sum of money by 

the franchisee to the franchisor.  Although Rubin’s (1978) definition was found to 

embrace many of the attributes that govern a franchise arrangement, criticism was 

levied on the inability of the definition to adequately define the role and power of 

each party (that is, principal and agent). 

 

Whilst there have been numerous additional attempts at defining franchising (for 

example, Caves & Murphy, 1976; Vaughn, 1979), there is consensus among 

researchers that early definitions had a number of inherent weaknesses.  In particular, 

most definitions were generally found to be of a broad nature and often lacked 

appropriate conceptualisation of the franchise arrangement (Stanworth & Curran, 

1999).  As a result, further definitions of franchising were presented.  Curran and 

Stanworth (1983) conceptualised one of the most common and widely acknowledged 

definitions presented within the franchising literature.  Their definition defines 

franchising as comprising of four elements.  Firstly, franchising is an organisation 

which has established a pre-tested product.  Secondly, franchising is a contractual and 

on-going relationship between the franchisor and franchisee. Thirdly, franchising is a 

self-funded small business.  Finally, franchising involves employing the trademark of 

the franchisor to market/produce goods and services in line with that stipulated by the 

franchisor.  
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The definition proposed by Curran and Stanworth (1983) is often a more complete 

definition of franchising, encompassing many of the modern varieties of franchising 

arrangements that can be observed in practice.  Whilst debate has emerged as to the 

effectiveness of this definition (Spinelli & Birley, 1996), it is currently considered one 

of the most accepted definitions within the franchising literature (for example, 

Stanworth & Curran, 1999).   

 

Generally, whilst differences may exist, most definitions of franchising share common 

elements (for example, Caves & Murphy, 1976; Hunt, 1972; Justis & Judd, 2004; 

Rubin, 1978; Stanworth & Curran, 1983).  Typically, common elements incorporated 

in most franchising definitions include: a legal business arrangement between two 

often independent parties, being the franchisor and the franchisee;  the franchisor 

provides a previously established and tested business package of products and 

services; the franchisor enters into a contractual relationship with a number of 

franchisees who are required to operate the business concept in line with that 

stipulated by the franchisor;  the franchisor provides a proven format of operation, 

support and on-going advice on the setting up of a franchise unit; and the franchisee 

pays a lump sum entrant fee and other charges for continued services provided to the 

franchisee by the franchisor (for example, royalty fees, advertising and marketing 

levies). 

 

Within the Australian franchising context, the Australian Franchising Code of 

Conduct (1998) provides a detailed framework of the core areas considered to 

constitute a franchise arrangement.  The five areas identified include: 

 the articulation of a written, oral or implied agreement;  

 an agreement which transpires when the franchisor grants to an independent 

party (that is, the franchisee) the right to operate under a system determined 

and governed by the franchisor;  

 the operation of a franchise system under the commercial symbol or trademark 

of that established by the franchisor and;  

 the shared profit arrangement in which the franchisee is required to pay fees 

(that is, royalties) to the franchisor for the use of the brand name and operating 

concept. 
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However, the definition provided by the Australian Franchise Code of Conduct 1998 

has attracted some criticism.  For example, Ritchie (2001) suggests that the unspecific 

nature of the terms outlined in the ‘Code’ have created unnecessary confusion 

between franchisors and franchisees.  In particular, criticism with the ‘Code’ has 

surrounded the structure of payment between the franchisor and franchisee.  However, 

despite these criticisms, the ‘Code’ does provide a definition encompassing common 

elements identified in all franchise agreements.  For example, the definition states that 

it is an agreement which transpires when the franchisor grants to an independent party 

(that is, the franchisee) the right to operate under a system determined and governed 

by the franchisor (Franchise Code of Conduct, 1998; Stanworth & Curran, 1983).  As 

the purpose of this study is to explore business format structures, the current 

definition presented by the ‘Code’ is considered appropriate for the purpose of this 

research.  The following section provides a discussion in relation to the classifications 

of franchising. 

 

2.3 CLASSIFICATIONS OF FRANCHISING 

Franchising is commonly coined a ‘generic strategy’ whereby firm’s foster similar 

strategic goals and, subsequently, strategic alliances between multiple units of an 

organisation are formed (Hoffman & Preble, 1991).  However, whilst there are core 

properties that are fundamental to all franchise systems (for example, legal contract, 

pre-tested business package), Lafontaine and Shaw (1998) state that there are two 

general models of franchising, being, product-trademark franchising and business 

format franchising.  Product-trademark or ‘traditional franchising’ is a trade alliance 

in which an agreement is formed between the franchisee and the franchisor.  

Principally, the role of the franchisee is to distribute the franchisor’s product/s under 

the trademark associated with the franchisor. As a result, the franchisor has the 

opportunity to distribute their product quickly over a wide geographic territory 

(Boyle, 2002; Falbe & Dandridge, 1992; Hoffman & Preble, 1991; Terry, 1989).  The 

growth and utilisation of product-trademark franchising as an expansion strategy is 

exponential.  For example, during the 1990’s, $US503 billion dollars (or an estimated 

70 per cent of US sales) can be attributed to this form of distribution (International 

Franchise Association, 1992).  Common industries in which product-trademark 

franchising is used include the automobile and gasoline industries and soft-drink 

distribution (for example, Hoffman & Preble, 1991).   
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In contrast to product-trademark franchising, business format franchising is 

considered the most common form of franchising strategy adopted by franchise 

systems in many Western countries including the United States, United Kingdom and 

Australia (Clarke, 1997; Frazer & Weaven, 2002, 2004; Mendelsohn, 1995).  By 

definition, business format franchising is ‘the granting of a license for a pre-

determined financial return by the franchising company (franchisor) to its franchisees, 

entitling them to make use of a complete business package, including training, support 

and the corporate name, thus enabling them to operate their own businesses to exactly 

the same standards and format as the other units in the franchised chain’ (Grant, 1985, 

p. 4).  In other words, this includes ongoing training and support provided by the 

franchisor in exchange for a fee and/or royalty payment (Doherty & Quinn, 1999; 

Mendelsohn, 1999).   

 

Recent studies attribute the growth of the franchising sector, both domestic and 

international to business format franchising (Desai, 1997).  In fact, both Mendelsohn 

(1995) and Huber (1993) suggest that business format franchising represents a fast 

developing segment of the retail sector contributing an estimated $US240 billion 

dollars.  Similarly, business format franchising is predominant within the service 

sector as it is considered to be a world-wide enterprise trend (Fladmoe-Lindquist, 

2000).  Business format franchising is commonly found in service-based industries 

(for example, fast food restaurants), professional services (for example, hotel 

management) and real estate services.  Furthermore, business format franchising is 

perceived to be less risky than alternate business models, particularly in relation to 

internationalisation (Aydin & Kacker, 1990).  Given the growth and common 

utilisation of business format franchising, this study focuses specifically within this 

domain. 

 

2.4 STRUCTURE OF BUSINESS FORMAT FRANCHISING 

The nature of franchising suggests that firms have both the ability and opportunity to 

capitalise on economies of scale (Kaufmann & Eroglu, 1998). Business format 

franchising is a system that offers a distinctive business format structure for 

effectively and efficiently managing a complex business system, often embracing a 

number of independently operating business units.  Business format arrangements are 

attractive to the franchisor because they offer a number of benefits.  Advantages of 
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business format franchising include system uniformity and efficiency, economies of 

scale and quality control as to moderate cost minimisation (Kaufmann and Eroglu, 

1998).  The structural orientations of a business format arrangement, which are 

considered unique to this structure, are product/service deliverables, benefit 

communicators, system identifiers and format facilitators (Kaufmann and Eroglu, 

1998). 

 

Product service deliverables form the ‘system concept’ and are competitive and 

distinctive attributes that distinguish one franchise system from another (Kaufmann & 

Eroglu, 1998).  For example, in Australia, franchisors such as ‘The Cookie Man’ 

embrace certain distinctive attributes such as uniformity and, subsequently, set 

minimum standards in which all retail outlets and products are manufactured and 

presented.  Furthermore, to maintain uniformity all ingredients are purchased from the 

same suppliers to ensure consistency within the system.   

 

In contrast, benefit communicators are intangible, unnoticeable and often 

immeasurable attributes, which enhance the quality of the franchise system 

(Kaufmann & Eroglu, 1998).  For example, Fernwood Fitness (fitness establishment) 

provides extra service components (that is, intangible) to their customers, such as, 

extended operating hours, extra personal fitness training, qualified child-minding 

staff, all of which enhance the image of the establishment.   

 

System identifiers are characterised by visual and auditory factors often unique to the 

franchise organisation (Kaufmann & Eroglu, 1998).  For example, this may include a 

trademark, logo or the colours uniformly attached to the franchise concept.  In 

addition, the standard colours of blue and orange are consistent with the Video Ezy 

franchise system and, as such, are system identifiers.    Other system identifiers 

include the black-logo uniforms associated with Gloria Jeans Coffee Houses and the 

yellow scissors commonly visualised and representative of Just Cuts Hair Salons.   

 

Finally, format facilitators are factors that form the foundations of the franchise 

system (Kaufmann & Eroglu, 1998).  In addition, format facilitators are considered 

the most imperative element of a franchise structure as they assist and drive the 

operations of the franchise business.  For example, format facilitators include 
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elements such as specifications of the franchise arrangement, operating manuals and 

payment structures.  Furthermore, format facilitators assist in the standardisation 

offered by some franchise organisations, such as, the visual presentation of system 

units, being, layout and design.   

 

The four components which form the structure of a franchise organisation (that is, 

service deliverables, benefit communicators, system identifiers and format 

facilitators) facilitate system uniformity and, if necessary, are adapted within a 

franchise system.   This enables the system to retain value and brand image, which 

ultimately differentiates one franchise system from another in a highly driven and 

competitive marketplace.  According to Kaufmann and Eroglu (1998), all four 

elements that consist of the structural orientations of a business format arrangement 

(that is, service deliverables, benefit communicators, system identifiers and format 

facilitators) are required for the effective delivery of a franchise system.  The 

following section details multi-unit franchising. 

 

2.5 MULTI-UNIT FRANCHISING 

Traditionally, the view of franchising was founded based upon the operation of the 

single ‘mom and pop’ franchise store (Kaufmann, 1992).  However, the growth of 

multi-unit franchising (MUF) has become increasingly prevalent among many 

franchise systems (Garg et al., 2005), as a growing proportion of existing franchisees 

operate more than a single outlet (Grünhagen, 1999).  For example, within the 

McDonalds franchise network, 61.5 percent of restaurants opened between 1980 and 

1990 were opened by existing franchisees (Kaufmann & Lafontaine, 1994).   

 

MUF is not a single organisational form and, is therefore, characterised as 

‘franchising in which the franchisee can operate many units’ (Garg et al., 2005, p. 

188).  Both Kaufmann and Dant (1996) and Kalnins and Lafontaine (2004) contend 

that the area of MUF has been relatively unexplored and limited in the realms of it’s 

focus and, as such, remains in part, a ‘curious anomaly’ in franchising research 

(Kaufmann & Dant, 1996, p. 346).  However, the application of MUF within many 

franchise systems suggests that there are a number of advantageous benefits derived 

from utilising MUF.  In particular, the benefits attributed to MUF include greater 

 25



control over the challenges present from unit addition (for example, Bradach, 1995; 

Kaufmann, 1990), assistance in the adaptation of the franchise system (for example, 

Bradach, 1995; Garg et al., 2005), minimisation of monitoring costs (for example, 

Kalnins & Lafontaine, 2004) and, increases in overall system profitability through 

scale economies (for example, Garg et al., 2005; Grünhagen, 1999).  Conversely, 

MUF also fosters several limitations.  For example, the disadvantages of MUF may 

include a lack of owner attention to the outlet as often units are operated by employee 

store managers (for example, Grünhagen, 1999), a lack of control on part of the 

franchisee as, to a large extent, the franchise networks are controlled by the franchisor 

(for example, Grünhagen, 1999) and challenges in relation to local responsiveness, 

adverse selection and moral hazard.   

  

Whilst there are arguments within academic research against the use of MUF as an 

organisational structure (Bradach, 1995), several studies including Kaufmann and 

Kim (1995), Kaufmann and Dant (1996) and Dant and Nasr (1998) have drawn 

attention to the prevalence of MUF within many franchise networks.  Current research 

does not clearly identify MUF as the superior choice (Grünhagen, 1999), however, 

MUF is a popular and growing organisational form (Garg et al., 2005) and, as such, 

further research within the domain of MUF is needed.  

 

Moreover, a number of studies have explored the utilisation of MUF within several 

franchise networks.  For example, a 1995 study conducted by Kaufmann and Kim 

indicated that as much as 57 percent of franchise organisations endorsed MUF within 

their systems.  Similarly, Kaufmann and Dant (1996) found that 88 percent of 

surveyed franchisors were operating with multi-unit franchisees.  To quantify the 

plethora of MUF arrangements observable in the United States, Baucus et al. (1996) 

reported that fast-food franchisees held on average 4.6 units within the one franchise 

system.  Such findings are found to be consistent with other studies undertaken within 

the MUF domain (Bradach, 1995; Dant & Nasr, 1998; Kaufmann and Lafontaine, 

1994).  To put into context the above findings, Kaufmann and Dant (1996) conclude 

that the ‘typical location-based franchise system is populated with multi-unit 

franchisees’ (p.346-347) or as stated by Bradach (1995), a ‘…federation of franchisee 

owned mini-chains’ (p.7).   
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The MUF framework comprises of a number of organisational forms, being, (1) 

incremental franchising (IF), (2) master/sub-franchising, (3) area development 

franchising (ADF) and (4) area representative franchising (ARF), all of which, 

warrant further discussion.  Figure 2.2 provides a pictorial representation of the four 

forms of MUF utilised in this study. 

 

Figure  2.2 Forms of Multi-unit franchising 
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2.5.1 Incremental franchising 

Often referred to as incremental (IF) or sequential franchising, the right to additional 

franchise units is considered the most common form of franchising within the 

domestic context (Kaufmann, 1992; Weaven & Frazer, 2003).   Incremental 

franchising is the process by which the franchisee is required to successfully prove to 

the franchisor their capabilities to operate the franchise unit as stipulated by the 
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franchisor.   In order to operate the system, the franchisee is required to demonstrate 

both the efficiency and productivity of the existing franchise unit.  By doing so, this 

places the franchisee in a strong position to be granted the right to purchase additional 

franchise units (Kaufmann & Dant, 1996).  The distinction between master 

franchising and IF is that master franchisees are immediately granted the right to 

multiple units (Kaufmann, 1992), whereas, incremental franchisees are bound to 

demonstrate their successes prior to being awarded the right to extend the single unit 

franchise.  Furthermore, each additional unit purchased by the franchisee is governed 

under a separate franchise contract (Grünhagen & Mittelstaedt, 2002).  Whilst there 

appears rigorous stipulations in relation to IF, there are clear benefits of adopting this 

process or governance form.  Largely, the use of IF creates a greater probability that 

each franchise unit will succeed within the franchise system. 

 

2.5.2 Master franchising 

Master franchising, also commonly referred to as sub-franchising, is considered one 

of the most widely used forms of governance structures, especially within the 

international and industry-specific context (for example, hospitality) (Roh & Andrew, 

1997; Zietlow & Hennart, 1996).  By definition, master franchising is the occupation 

of ‘an independent business person who has contracted with the franchisor to sell 

franchises to franchisees in a specific geographic area or territory’ (Justis & Judd, 

1986, p. 16).  Principally, the purpose of a master franchisee is to enable rapid growth 

(Roh & Andrew, 1997), development and expansion of the franchise system to 

overcome local competition and enhance profitability (Justis & Judd, 1986).  For 

example, a pioneer in master franchise arrangements has been the real estate giant 

Century 21.  Century 21 utilised master franchising from as early as the 1970’s and 

assigned 3200 franchise units within the first five years of operation (Roh & Andrew, 

1997).  

 

Typically, the onus of the master franchisee is to recruit, select and qualify potential 

franchisees within a given territory.  Generally, the contractual obligations between a 

franchisor and franchisee are the responsibility of the master franchisee.  Furthermore, 

the master franchisee is obligated to provide initial and ongoing training and support, 

initiate marketing programs and monitor the adherence of operating, procedural and 
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brand protection (Justis & Judd, 1986; Kalnins, 2005).   A direct limitation of 

administering a master franchisee to a franchise system is the additional cost, in 

relation to issues involving management and control (Kaufmann & Kim, 1993).  

Further limitations involving master agreements, according to Goldberg (1999), are 

the obvious reductions in revenue received by the franchisor from the franchisee 

given that an intermediary party, being the master franchisee, is involved.  Finally, 

difficulties may arise in relation to contractual agreements.  For example, the 

termination of contracts can be difficult to uphold if certain franchisees, not party to 

the original contract, are deviating or breaching aspects inherent within the contract. 

 

Given that the role of the master franchisee is to assign, select, support and monitor 

franchisees within a given area, so too, there exists contractual obligations on part of 

the master franchisee to that of the system franchisor.  Not unlike any franchisee 

agreement, the master franchisee agreement is subject to a set term and, as such, 

obligated to assign a set number of franchisees over a mutually acceptable time frame.  

To maintain standards and ensure operating efficiency, master franchisees are usually 

required to open up one or more franchises within the assigned territory prior to 

contracting new independent franchisees to the system.    

 

2.5.3 Area development franchising 

Commonly considered a form of master franchising, area development franchising 

(Kaufmann & Kim, 1993) is characterised as an agreement by which the area 

developer maintains the right to open multiple units (Weaven & Frazer, 2003), over a 

pre-specified period of time, within an assigned geographic territory.  This is in 

contrast to master franchising (or sub-franchising) because unlike master franchising, 

area developers, open, own and operate their own franchises within the assigned 

territory, whereas, master franchisees are limited to the management of the sub-

franchisees on behalf of the franchisor. The area development agreement involves a 

franchisee owning and operating several units and, in some cases, across different 

states and territories.  In effect, area developers often emplace hired managers or 

employees to operate each individual unit (Bodipo-Memba & Lee, 1997; Kaufmann 

& Kim, 1995).   
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Whilst area development arrangements have their advantages, there are limitations for 

both the area developer and the franchisor.  The area developer contractually binds 

themselves to establish several units within the one territory and, as such, the cost is 

markedly higher than establishing a single unit franchise.   From the franchisor’s 

perspective, higher monitoring costs are associated with employing employees to 

manage the franchise unit (Kaufmann & Kim, 1992; Kaufmann & Dant, 1996) and, 

subsequently, employees have a greater ability to shirk the system (that is, reduce 

effort) (Lafontaine, 1992).  Furthermore, an additional challenge involved is that the 

area developer is required to have a sound understanding of how to operate and 

manage a multi-unit chain of outlets (Caves & Murphy, 1976). 

 

2.5.4 Area representative franchising 

In contrast to master or sub-franchising, area representation arrangements are an 

alternative form of MUF. The area representative is obligated to assign potential 

franchisees to a designated area, whilst, providing ongoing support and services to 

current franchisees (Lowell, 1991).   As such, area representatives are not only 

responsible for monitoring franchisee behaviour, but, are also permitted to recruit 

potential franchisees to a franchise system (Whittemore & Perry, 1998).  Area 

representation differs from master franchising, as the area representative is not 

granted the right to contract with potential franchisees but oversee an assigned 

territory on behalf of the franchisor.  Therefore, despite the local assistance provided 

to the franchisee by the area representative, principally, the franchise agreement exists 

between the franchisor and the franchisee.  Whilst, area representation is considered a 

form of MUF (Lowell, 1991; Frazer & Weaven, 2004), limited academic research has 

focused on area representative arrangements.   

 

It is evident that the utilisation of MUF as a form of governance structure is both a 

common and central feature within many existing and developing franchise systems.  

More so, MUF’s appear to accentuate, hence, provide sound explanation for the 

impressive growth and development that has surfaced throughout the franchising 

sector, both internationally and domestically, over the past decade.  Whilst, the 

literature does offer a number of challenges or limitations through the utilisation of 

certain organisational forms of MUF, consistently it is reported that the key factor 

driving franchising now, and in the future, will remain, at least in part, the 
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operationalisation of MUF.  To enhance our current understanding of franchising, a 

review of the past and present research undertaken within the franchising domain is 

explored. 

 

2.6 FRANCHISING RESEARCH:  AN OVERVIEW 

Over the past four decades there has been extensive research exploring franchising 

through using multi-disciplinary approaches (Elango & Fried, 1997; Garg et al., 2005; 

Kaufmann & Dant, 1996).  Typically, areas include economics, law, management, 

management science and marketing (Elango & Fried, 1997).  Elango and Fried (1997) 

suggest that franchising research can be divided into three broad categories, which 

include, franchising and society, creation of the franchising relationship and, finally, 

operating a franchise system.  For the purpose of providing a sound overview of the 

franchising literature, the structure of Elango and Fried (1997) provides the 

framework of the following section. Inclusion of current research is acknowledged. 

 

2.6.1 Franchising and Society 

The impact of franchising on society typically focuses on the social benefits derived 

from franchising, as opposed to the costs (Elango & Fried, 1997).  Generally, research 

in relation to ‘franchising and society’ is limited to publications within the realm of 

economics and law (Elango & Fried, 1997), especially given the benefits of 

franchising in terms of economic output (Preble & Hoffman, 1995).  However, there 

are disadvantages incumbent within franchising (Elango & Fried, 1997).  For 

example, Scherer and Ross (1990) suggest that the franchising relationship may 

impede trade within certain areas, such as, restrictions to areas of resale price 

maintenance, exclusive dealings and contract stipulations.   

 

Additional focus on the limitations of franchising has been drawn in terms of the role 

and the relationship governing the franchisor and franchisee.  For example, limitations 

often focus on the dominant position the franchisor holds in relation to the franchisee, 

commonly characterised as opportunistic behaviour on the part of the franchisor.  

Areas of focus have concentrated on the limitations of franchisor disclosure to the 

franchisee, termination rights and court interpretations (Castrogiovanni et al., 1993; 

Hadfield, 1990).  Given that the area attributed to franchising and society is not 

managerial oriented, this area is not a primary focus of the current research.   
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2.6.2 Creation of Franchising Relationships 

Elango and Fried (1997) identify the second area of franchising research as the 

‘creation of the franchising relationship’.  Typically, research completed within this 

area is based on franchising motives.  In this context, it is argued that the overriding 

motivation for franchising is intended for profit maximisation (Elango & Fried, 1997).  

More so, research within this domain is principally found within the area of 

management and economics (Elango & Fried, 1997). Characteristically, the ‘creation 

of the franchising relationship’ is considered an umbrella term encompassing 

numerous facets, however, generally focus is limited to the reasons why firms choose 

to franchise and the motivations of expanding operations internationally.   

 

2.6.2.1 Reasons why firms choose to franchise 

One of the most debated topics within the franchising research area centres on 

exploring the reasons why firms choose to expand their operations, through 

franchising or company-owned units (Caves & Murphy, 1976; Cliquet & Croizean, 

2002; Dahlstrom & Nygaard, 1999; Elango & Fried, 1997).  The majority of research 

confronting this debate has been embedded within the resource-scarcity and agency 

theoretical domains (for example, Caves & Murphy, 1976; Dahlstrom & Nygaard, 

1999).  Generally, most resource scarcity research has found that company ownership 

was lower when there was lack of supply and capital resources available to expand 

(Caves & Murphy, 1976; Dahlstrom & Nygaard, 1997; Thompson, 1992).  However, 

there consistently appears doubt throughout the literature surrounding the resource-

scarcity approach as it fails to explain why franchising is applied to those firms that 

clearly have access to financial and human capital (Lafontaine & Kaufmann, 1994).  

This has provided further support for agency theory within the realms of franchising 

research (for example, Combs & Castrogiovanni, 1994; Doherty & Quinn, 1999; 

Inma, 2005; Shane, 1998).  In particular, agency theory has been investigated in 

studies conducted by Rubin (1978), Brickley and Dark (1987) and Shane (1998), all 

of whom found that franchising was a preferred organisational form where there 

existed higher monitoring costs, low initial investment costs and increases in the 

frequency of repeat customers.   

 

Furthermore, it is evident within the franchising literature, that not all areas of 

franchising motivations have been fully explored (Weaven & Frazer, 2006, 2007).  
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For example, Weaven and Herington (2007) explored the motivations for female 

entrepreneurs entering self-employment as opposed to female franchisors (Weaven & 

Herington, 2006).  Notable exceptions include Kaufmann and Stanworth (1995), 

Stanworth and Kaufmann (1996), Baron and Schmidt (1991) and Peterson and Dant 

(1990).  From an Australian research perspective, several recent studies have explored 

the motivational incentives for entrepreneurs to enter franchising arrangements 

(Weaven & Frazer, 2006).  For example, areas of particular focus in relation to why 

firms choose to franchise include investment incentives and economies of scale 

(Weaven & Frazer, 2006). 

 

2.6.2.2 Expanding Operations Internationally 

The second area nominated by Elango and Fried (1997) in relation to ‘creating a 

franchising relationship’ consists of the motivations for extending operations to the 

international arena.  Originally, the expansion of franchise systems was limited to the 

domestic economy within the home country.  However, more recently franchisors 

have been motivated to extend their operations internationally to promote growth 

impeded by saturated markets.  For example, similar to the United States, Canada and 

certain parts of Western Europe, franchising has reached a point of domestic 

saturation in Australia (Welsh, Alon and Falbe, 2006).  In addition, the increased 

prevalence of unsolicited offers to franchisors from foreign partners (for example, 

large financial investors) further explains the growth of franchising internationally 

(Ryan, Lotz & Krampf, 1999).   

 

Furthermore, the majority of research within the domain of franchising has centred on 

domestic franchising, particularly within the US economy (Dant & Nasr, 1998; 

Doherty & Quinn, 1999).  However, although the majority of research has been 

generated in North America, there is evidence to suggest that growth beyond the US 

exists (for example, Frazer, et al., 2007; Weaven & Frazer, 2007; Weaven & 

Herington, 2007).  Today, franchising is rapidly expanding beyond US domestic 

borders with franchising becoming the fastest growing form of business arrangements 

in the global economic system (Castovgiovanni & Justis, 1998; Hempelmann, 2006; 

Justis & Judd, 1986).  In fact, the past four decades have seen franchising become a 

major choice of business strategy among many competing firms and, according to 

Hempelman (2006), this trend is expected to continue. 
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Changing socio-economic patterns, favourable political and cultural environments and 

a general shift from manufacturing to service based economies have all encouraged 

the rate of international expansion.  In many parts of the globe we have witnessed the 

demise of trade barriers and seen strong support for foreign direct investment 

(Teegan, 2000).  However, whilst the demise in trade barriers is evident in certain 

parts of the globe, the insurgence of franchising in some countries poses challenges.  

For example, in some emerging markets such as China and India there are numerous 

obstacles, such as, legal and managerial barriers (Hackett, 1976).  Terry (2001) found 

that in China legal restrictions often enforce international franchises to joint venture 

with Chinese affiliates to counter governmental constraints.  Generally, the primary 

motivations of franchisors to assimilate their franchise systems into the international 

market place is a desire to capture the local market opportunities presented in many 

developed countries.  Moreover, the international market provides an environment in 

which franchise systems can actively penetrate and capitalise on the franchise brand 

name (Elango & Fried, 1997). 

 

2.6.3 Operating a Franchise System 

To a large extent, the third area of research pertaining to operating a franchise system 

is embedded within the retail franchising literature (for example, Elango & Fried, 

1997).  Typically, the nature of operating a franchise system is examined from the 

franchisors perspective.   For example, effectively operating the franchise system 

requires the ability of the franchisee to operationalise the goals of the franchisor.  

Particular focus is directed towards the role of the franchisor in controlling the 

conduct of the franchisee (Carman & Klein, 1986).  Control on part of the franchisee 

is subject to the dispersion of power based on that determined by the franchisor 

(Carman & Klein, 1986).  To put this into context, the literature has identified that the 

operationlisation of the franchise system is largely influenced by satisfaction and, 

consequently performance.  Research indicates that both satisfaction and performance 

are, therefore, prevailing factors undermining the achievement of franchisor goals 

(Lewis & Lambert, 1991; Schul et al., 1985).  For example, when satisfaction and 

motivation is higher among franchisees there is a greater likelihood of goal attainment 

(Morrison, 1997).  Satisfaction has been found to align with the perceptions of 

franchisees in relation to franchisor communication, operational support, the appeal of 
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incentives provided (that is, reward structure) and the equality prevalent within the 

relationship (Lewis & Lambert, 1991; Schul et al., 1985).   

 

Additional areas of focus within the literature concerning the operation of the 

franchise system centre on the cooperation of the franchisor-franchisee relationship.  

Commonly, it is recognised that franchisees exhibit greater cooperative qualities when 

there is a perception that the success of the franchise system is reliant on the 

cooperative and positive nature of franchisor-franchisee relations.  In such instances, 

providing sound justification of the utility of the relationship, either, enacted through 

coercive (for example, manipulating the franchisee) or non-coercive actions on part of 

the franchisor, is prevalent (for example, franchisee participation in decision-making) 

(Guiltinan, Rejab & Rodgers, 1980; Hunt & Nevin, 1974).  Whilst there are benefits 

pertaining to encouraging channel cooperation, challenges can emerge as to the 

willingness of the franchisees’ cooperation.  This is typically evident when directive 

leadership tactics are employed as opposed to participatory methods (Schul et al., 

1985).  However, often there is a preference of directive and authorative approaches 

of leadership in situations in which the franchisee perceives that success of the unit is 

built on the actions of the franchisor.   

 

2.7 BACKGROUND OF FRANCHISING RESEARCH IN AUSTRALIA 

The previous section presented the definitions and forms of franchising.  Furthermore, 

additional information provided a comprehensive overview of franchising research in 

terms of franchising and society, franchising relationships and operational aspects of a 

franchise arrangement.  The following section will profile the growth of franchising in 

Australia.  Particular emphasis will be given to the history and current status of 

franchising in Australia. 

 

The growth of franchising in Australia has been progressive since the 1970s (Terry, 

1996).  Specifically, the growth of franchising in Australia can be attributed to the 

adoption of business format franchising (Frazer, 2000).  For example, a number of 

franchise giants, notably, fast food chains, such as, McDonalds, KFC and Pizza Hut 

have used business format franchising to establish a local presence in the Australian 

market since the 1970s (Terry, 1993).  Subsequently, this encouraged many 

Australian businesses in the 1980s to use franchising as a means of achieving high 
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levels of growth and rapid expansion (Frazer, 2000).  This was particularly evident in 

relation to the Australian Banking Industry and certain facets of the Australian State 

and Federal government (Frazer & Weaven, 2002, 2004; Terry, 1996).  

 

It is palpable that the 1980s and 1990s presented franchising as a significant business 

force (Frazer & Weaven, 2004). In particular, franchising was perceived as a more 

reliable method of business growth and expansion given the collapse of many small 

and medium sized businesses (Terry, 1996).  According to Terry (1996) franchising 

presents many advantages, one being a proven concept.  However, Terry (1996) 

suggests that there have been further factors which have encouraged franchising in 

Australia.  For example, factors encouraging franchising in Australia include the 

growth in population and prior to the late 1990s, there was little governmental 

bureaucracy governing franchising and, thus, Australia became more receptive to 

alternate forms of foreign investment.  Terry (1996) states that ‘franchising has 

developed from relative obscurity to a matter of significant legal, social, commercial 

and economic concern in two decades and has changed the face of Australian 

business’ (p. 2).  In particular, it was found that the number of business format 

franchises in Australia per capita exceeded that of the United States, reconfirming that 

local entrepreneurs have embraced franchising as a business development strategy 

(Bureau of Industry Economics, 1990).  

 

However, the 1980s also presented a number of challenges for franchising in 

Australia.  In particular, the failure of several high profile Australian franchises lead 

many people to question the viability of franchising as a method of distribution 

(McCosker, 1992).   Subsequently, the need for franchise legislation became apparent 

which lead to the establishment of the Franchisors’ Association of Australia in 1981.   

In 1995, the Franchisors Association of Australia expanded to become the Franchise 

Association of Australia and New Zealand.  The growth of franchising, both 

domestically and internationally, encouraged the use of the Franchise Association of 

Australia and New Zealand, which consequently saw the establishment of the 

Franchise Council of Australia.  The Franchise Council of Australia was established 

to ensure a fair and regulated franchise sector exists to enhance the relationships 

between franchisors, franchisees and the franchise sector in general.  The objectives 

of the Franchise Council of Australia are to: 
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1. Develop a vital, strong and financially viable franchising sector; 

2. Advance the interests of members in Australia and in special interest markets 
such as the international franchise community, Franchise Advisory Councils, 
Small Business Forums and property leasing organisations (particularly 
shopping centres). 

3. Continually foster among consumers, governments and the business 
community, a broad-based understanding of the economic importance of 
having a strong franchising sector in Australia. 

4. Design efficient, identified, value-added services to members and assist them 
to be more effective in franchising (Franchise Council of Australia, 2006).  

 

As franchising in Australia is now viewed as an increasingly important part of the 

nation’s business sector (Frazer, 2000), identifying primary characteristics that 

comprise of the franchising sector in Australia is relevant.  The following section 

provides a comprehensive overview of the Australian franchise sector characteristics, 

including specific factors identified in the National Franchising Surveys conducted 

since 1998. 

2.8 FRANCHISING SECTOR CHARACTERISTICS 

Given the rapid growth of franchising, the collection of data in relation to this sector 

began in the 1990s.  However, the compilation of surveys gathered until 1998 were 

limited in both consistency and depth.  The Bureau of Industry Economics (BIE) 

presented what was to be considered the first comprehensive survey to be conducted 

on the Australian franchise sector in 1988.  The primary findings of the survey 

revealed that on a per capita basis, Australia was at the forefront of business format 

franchising.  Despite this, the survey also concluded that the Australian franchise 

sector was in its infancy, given the small number of units encompassed within each 

franchise system.  Following on from this, the Australian government Department of 

Industry, Technology and Commerce (DITAC) conducted a national survey on the 

performance and practice of the franchise sector (DITAC, 1992), as did a similar 

survey conducted by the Australia Bureau of Statistics in 1994.  Both studies 

emphasised the importance and growth of the franchise sector and the increased 

utilisation of franchising as a mechanism for expansion.   
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In addition, the Department of Industry, Technology and Commerce (DITAC, 1997) 

gathered comparative information in relation to franchise units as opposed to 

independent small business in 1997.  However, since 1998, the most significant 

research has been conducted through the Franchise Council of Australia (FCA) 

(Frazer & McCosker, 1999; Frazer & Weaven, 2002, 2004, Frazer et al., 2006, 2008; 

McCosker & Frazer, 1998).  An analysis of the six franchising surveys completed 

through the Franchise Council of Australia are provided, in detail, in the forthcoming 

section.  Particular emphasis is placed on the most current results obtained from the 

2006 and 2008 franchise Australia studies.  

 

2.8.1 Overview of the size and growth rate of the franchising sector 

The unparalleled growth and size of the franchising sector is undoubtedly evident in 

the depth and breadth of surveys produced since 1998.  In 2008, it was identified that 

there were, in operation, an estimated 1100 business format franchise systems 

incorporating approximately 71 000 (63 500 units and an additional 7 900 company-

owned units) (Frazer et al., 2008).  Furthermore, 91 percent of the 1100 franchise 

systems are Australian-based (Frazer et al., 2008).  On an individual level, the size of 

franchise systems was also found to have increased slightly.  For example, in 2001, 

franchise systems in Australia held, on average, approximately 20 franchise units.  

Similarly, the findings estimate that, in 2008, a marginal increase has occurred 

whereby most Australian franchise systems incorporated 21 units (Frazer et al., 2008).  

Typically, small to medium enterprises occupy the franchise sector with 50 percent of 

the systems retaining less than 20 units (Frazer et al., 2008).  Despite this, in 2004, it 

was found that some 15 percent of franchise systems were occupied by large 

companies which hold an average of 100 units (Frazer & Weaven, 2004).  

Furthermore, to put this into context, the franchising sector is currently maintaining an 

annual growth rate of 14.6 percent since 2006 to 2008, which is an increase from 12.9 

percent between 2004 and 2006 (Frazer et al., 2006, 2008).   

 

The most frequent franchise strategy adopted is exclusive territories (Frazer et al., 

2008) which is consistent with the results reported since 1998.  However, current 

trends in the franchising sector also indicate that many Australian franchise systems 

currently endorse multi-unit franchising strategies (Frazer et al., 2008).   According to 

Frazer and Weaven (2002), there is ‘growing acceptance’ (p.4) of multi-unit 
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franchising within the Australian franchise sector.  In contrast to the results obtained 

from the 1998 survey, which reported little support for multiple-unit franchising, this 

appears to have changed. Whilst the 2002 survey does not clearly stipulate that multi-

unit franchising is being undertaken, recent results reported in the 2008 survey 

indicate that an estimated 31.8 percent of franchise systems practice this strategy 

(Frazer et al., 2008).  In addition, the difficulty in selecting appropriate franchisees to 

a system appears to have been one of the profound justifications for electing to award 

current franchisees additional units.   

 

2.8.2 Economic Contribution of the Franchise Sector 

The incline in growth and size of the franchise sector has impacted on the economic 

contribution of the franchise sector to the Australian economy.  According to Frazer 

and Weaven (2004), the total turnover of the franchise sector was an estimated 

$AUD76.5 billion dollars.  Recent estimates indicate that franchising in Australia 

contributes $AUD130 billion dollars to the sector (Frazer et al., 2008) or 

approximately 10 percent of the national GDP (Franchise Council of Australia, 2006).  

To rationalise the economic value of the franchise sector, more than 413 500 

individuals were employed in business format franchise systems (Frazer et al., 2008).  

This is approximately 12 percent higher than the attributed employment figures within 

the franchise sector in 2002.  According to the 2004 survey, the incline in 

employment can be attributed to a further shift in casual to permanent employment 

(Frazer & Weaven, 2004).  Similarly, previous surveys, including those of 1998 and 

1999, indicated such progression. 

 

2.8.3 Internal Support Mechanisms 

There are several methods employed by franchisors to support internal system 

support.  For example, the 1998 survey identified that franchisors practiced a number 

of selection techniques to minimise and enhance the performance of franchisees. 

Selection procedures included trial periods prior to officially becoming a franchisee, 

thorough profiling of franchisees and restricted cash investment ceilings.  

Furthermore, existing franchisees were offered additional units based on their ability 

to operate the unit successfully in accordance with system directives (Frazer & 

Weaven, 2004).  This practice may also have been adopted as many franchisors found 
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it difficult to recruit suitable franchisee candidates (Frazer & Weaven, 2002; Frazer et 

al., 2006, 2008). 

 

Further support for internal support mechanisms has been shown through the ‘Code’, 

which has found that franchisor-franchisee relationships in relation to litigation 

procedures have improved by an estimated 53 percent since 2002 (Frazer et al., 2006) 

and 35 percent since 2006 (Frazer et al., 2008).  In particular, this is reported to be 

influenced by strong cooperation, communication and positive bonds between the 

franchisor and the franchisee (Frazer et al., 2006).  Furthermore, franchisors have 

provided more detailed records of the operations of the business (Frazer & Weaven, 

2004) and have encouraged communication through regular face-to-face meeting and 

field visits, national conferences, email/telephone contact and group meetings (Frazer 

et al., 2006).  In addition, to enhance the capabilities of franchisees, continued support 

through training was also found to be prevalent (Frazer & Weaven, 2004).  Moreover, 

an estimated one third of franchisors provided the initial capital to franchisees (Frazer 

& Weaven, 2004), although, this had decreased to 21.1 percent in 2006 (Frazer et al., 

2006) and 17.5 percent in 2008 (Frazer et al., 2008). 

 

2.8.4 Internal System Conflict 

Internal system conflict is often considered one of the determining factors that inhibit 

the growth and, subsequently, the success of a franchise system.  According to Frazer 

et al. (2008), disputes have remained relatively consistent up to 2008 (approximately 

35% for major disputes).  However, it was reported that an estimated 17 percent of 

franchisors in Australia were engaged in a substantial dispute (that is, litigation) 

during 2006-2008 (Frazer et al., 2006) a decline from 35 percent in 2006.  However, 

Frazer et al. (2006, 2008) do state that this was generally limited to a mere two 

franchisees within any one franchise system.  This is also consistent with the results 

reported from the 2004 Australian Franchise survey.  

 

Moreover, the effectiveness of the ‘Code’ has encouraged many ‘serious’ disputes to 

be resolved through mediation as opposed to litigation (Frazer & Weaven, 2004), 

which is contrary to previous findings whereby litigation was most often the first 

choice of dispute resolution (Frazer & Weaven, 2002).  Furthermore, the incidence of 

disputes within franchise networks has been attributed to a breakdown in 
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communication between the franchisor and franchisee, profitability, territorial issues, 

failure to pay franchise fees and a failure to comply with system requirements (Frazer 

& Weaven, 2002, 2004; Frazer et al., 2006, 2008). 

 

One aspect that appears to indicate that the occurrence of disputes has stabilised is the 

lack of change in ownership within the franchise system.  Frazer et al. (2006) reported 

that a majority of changes within a system occurred as a result of changes in 

franchisee ownership as opposed to franchisor ownership.   Often, this was the 

product of either the franchisee on-selling the business (Frazer et al., 2006, 2008) or 

franchisor buy-backs (Frazer & Weaven, 2004).  These results further demonstrate 

that franchising failure rates are relatively low, estimated at 2 percent (Frazer & 

Weaven, 2004). Therefore, despite the occurrence of disputes, often the matters are 

resolved and, subsequently, this may provide sound reason for the decrease in the 

termination of franchise contracts (Frazer & Weaven, 2002) and the increase in 

mediation as a source of dispute resolution (Frazer & Weaven, 2004; Frazer at al., 

2006, 2008).   

 

2.8.5 Domestic and International Expansion 

From a domestic context perspective, the results have remained, in part, consistent 

across all current surveys (1998-2006), with New South Wales and the ACT 

occupying between 31-34 percent share of the market place (Frazer & McCosker, 

1999; Frazer & Weaven, 2002, 2004; Frazer et al., 2006). Typically, the distribution 

of Queensland and Victoria is similar, both occupying between 20-24 percent of the 

market (Frazer et al., 2006).  It was identified that generally Queensland is more 

accepting of franchising than other states and territories (Frazer & Weaven, 2002).   

 

Many practitioners suggest that the changing dynamics of the global environment has 

given rise to the growth of franchising as a mode of international expansion (Doherty 

& Quinn, 1999; Hoffman & Preble, 2006; Teegan, 2000).  In fact, according to Swartz 

(1994) and Doherty and Quinn (1999), franchising is considered the preferred way in 

which to conduct business throughout the international environment and this is no 

exception in Australia.  In 2008, more than one quarter of Australian franchise 

systems engaged in international expansion activities (Frazer et al., 2008).  In 

addition, franchisors held an average of 47 units domestically prior to engaging in 
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international operations (Frazer et al., 2008).  The preferred choice of international 

destination was New Zealand given the political, geographic and cultural similarities 

to Australia (Frazer & Weaven, 2002, 2004; Frazer et al., 2006, 2008).  However, the 

direction of expansion activities of Australian franchise systems is also popular in the 

United Kingdom, Europe, the United States of America and Canada (Frazer et al., 

2006, 2008).  However, in comparison to the 2006 survey, the 2008 survey revealed 

that fewer franchise systems were establishing operations in North and South-East 

Asian nations possibly due to difficulties associated with cultural dissimilarities (for 

example, China, Singapore, Malaysia, India and Indonesia). 

 

Irrespective, governmental restrictions including trade barriers, have limited the 

expansion of Australian franchise systems.  Limitations of international expansion 

include inadequate local knowledge, leasing restrictions, increased competition and 

the inability to acquire appropriate partners (Frazer & Weaven, 2004; Frazer et al., 

2006).  Typical expansion strategies are administered through master franchising 

and/or joint ventures methods (Frazer & Weaven, 2004; Frazer et al., 2006, 2008).  

Nonetheless, most franchisors are positioned at a stage of early maturity, preferring to 

build brand equity in the Australian market prior to extending their domestic 

operations (Frazer & Weaven, 2002). 

 

2.8.6 Regulation of the Australian Franchise Sector 

Wide disparities exist in the regulatory regimes incumbent within the franchising 

sector in Australia. Lim and Frazer (2002) advocate that franchising within Australia 

is unique and has embraced innumerable regulatory regimes.  In fact, there have been 

numerous regulatory frameworks that offer either a lack of regulation or embrace 

regulation. In 1998, a mandatory code of conduct was introduced to regulate the 

Australian franchising sector. The ‘Code’ was introduced to enhance franchisor-

franchisee relationships (Franchising Code of Conduct, 1998).  Specifically, the 

‘Code’ enabled franchisees to make more informed decisions on the information 

provided by the franchisor before engaging in a franchise arrangement (Franchising 

Code of Conduct, 1998).  Whilst, criticism of the ‘Code’ is embedded in its’ 

ambiguity, cost and time (Lim & Frazer, 2000), the ‘Code’ does present benefits.  For 

example, benefits of the ‘Code’ include standardisation, enhanced communication and 

equity in the distribution of power between the franchisor and franchisee (Lim & 

 43



Frazer, 2000, 2002), factors considered pertinent to a franchise operation.  Table 2.1 

outlines and extensively examines the regulatory regimes undertaken within the 

Australian franchise sector. 
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Table 2.1 

Overview of Australian Franchising Regulatory Regimes 

REGULATION SUMMARY 

 
“The Unregulated Era” (pre 

1981) 
 

 
o No specific regulation governing the franchising sector except for the Petroleum retail Franchise 

Act 1980. 
o Regulation existed through the Trade Practices Act (TPA) 1974 (Cth). Specifically, Section 52 

of the TPA 1974 which prohibits misleading or deceptive conduct enabling franchisees to seek 
appropriate redress from franchisors if misrepresentation was found. 

o The TPA Review Committee (Swanson Committee) in 1976 reviewed termination conditions of 
franchisees. No legislative action was enacted. 

o The Trade Practices Consultative Committee reviewed small business problems. 
Recommendations were made to protect franchisees in relation to issues of disclosure, 
assignment and termination. 

 
 
“Quasi-Regulated Era” (1981-

1987) 

 
o The Supreme Court of Western Australia implemented regulation in 1981 which required 

franchisors to comply with several statutory requirements. The regulation was implemented to 
ensure appropriate recruitment by franchisors of franchisees.  This regulation came under the 
‘prescribed interest’ provision of Corporations Law dealing with the offering to the public of 
certain ‘investment choices’. 

o The legislative proposals were removed and franchising was no longer a component of the 
Corporation Law in 1987. 

 
 

“Deregulated Era” 
(1987-1993) 

 
o First deregulated era with no specific franchising legislation. 
o In 1990, the Beddall report was commissioned by the Government to reconsider franchise 

legislation. The report concluded that specific legislation is needed in relation to the fairness 
between the franchisor and the franchisee.  More specifically, inclusion of disclosure 
requirements, cooling of periods, termination and renewal clauses to be re-examined.  

o In response, the Government put in place a ‘Task Force’ which recommended a self-regulatory 
regime.  This paved the way for the voluntary Franchise Code of Practice which was 
implemented in February 1993. 

 
 

“Self-Regulated Era”  
(1993-1996) 

 
o The ‘Code’ was implemented for a trial period of two years which was accepted by both the 

Government and State bodies. The ‘Code’ was enacted on February 1st 1993. The ‘Code’ was 
later authorized by the Trade Practices Commission given the benefits it had made to the 
franchise sector. The main provisions included were prior disclosure, cooling off period, dispute 
resolution, certification and conduct standards.  Registration was not mandatory. 

o The ‘Code’ went under review by the Government. This resulted in the Gardini Report in 1994 
later released in 1995.  The report identified two flaws in the ‘Code’ being 1. a lack of coverage 
across the franchise sector and 2. failure of standards creating many problems. 

o Recommendations of the Gardini Report indicated that a system of mandatory self-regulation or 
co-regulation be implemented.  The Government rejected the recommendations of the report. 

 
 

“Deregulated Era” 
(1997 – 1st July 1998) 

 

 
o The Parliamentary Standing Committee on Industry, Science and Technology was reviewed by 

the federal Government in relation to Fair Trading. 

 
“Federal Regulation”  

(1st July 1998-present) 

 
o A mandatory Code of Conduct was implemented 1st July 1998 to regulate the Australian 

Franchise sector. 
o The ‘Code’ was implemented to enhance relationships between franchisors and franchisees.  
o The main purpose of the ‘Code’ is to provide a framework in which to assist franchisees to make 

better informed decisions prior to engaging in a franchise agreement.  The ‘Code’ was also 
established to provide a means by which dispute resolution could be finalised. 

o The main amendments included the short-form disclosure document, outlining the role of the 
master franchisee and obligations of the franchisee (e.g., prior to selling a franchise unit). 

 
 
Source: Lim & Frazer, 2002; Terry, 1993; Terry, 1996; Terry & Giugni, 1998. 
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The history of the Australian franchising sector has progressed through several 

notable stages, being, the Unregulated Era (prior to 1981), the Quasi-Regulated Era 

(1981-1987), the Deregulated Era (1987-1993), the Self-Regulated Era (1993-1996), 

the Deregulated Era (1997-1st July 1998) and Federal Regulation (1998-present) all 

of which have formed, in part, the current regulatory framework and warrant further 

discussion.   

 

The Unregulated Era which occurred prior to 1981 was a period in which the 

Australian franchising sector was not regulated through any specific legislation, 

except the Petroleum Retail Franchise Act 1980 (Cth) (Terry, 1993; Terry, 1996; 

Terry & Giugni, 1998).  Principally all issues surrounding the franchise sector were 

governed through the Trade Practices Act 1974 (Cth) (Terry, 1993).  For example, 

section 52 of the TPA (1974) prohibits deceptive or misleading conduct and, 

subsequently, enables franchisees the right to seek redress if misrepresentation occurs, 

on the part of the franchisor (Terry & Giugni, 1998). 

 

The Quasi-Regulated Era (1981-1987) was a period that existed in which the 

Australian franchise sector embraced a quasi-regulated regime (Terry, 1993; Terry & 

Giugni, 1998).   In 1981, the Supreme Court of Western Australia determined that the 

recruitment of franchisees by franchisors was subject to the ‘prescribed interest’ 

provisions of the Corporations Law dealing with the public of certain ‘investment 

schemes’ (Terry, 1996).  Subsequently, this required franchisors to abide by a number 

of statutory provisions as prescribed by the National Companies and Securities 

Commission (Terry, 1996; Terry & Giugni, 1998). 

 

The Deregulated Era which existed between 1987 and 1993 was a period in which no 

specific laws in relation to franchising were enacted (Terry, 1991, Terry, 1993, Terry 

& Giugni, 1998).  Irrespective of this, during this period ‘regulatory debate’ on 

franchising legislation was on-going.  In 1990, the Beddall Report was commissioned 

and concluded that the prevalence of problems incumbent within the franchising 

sector was common.  Subsequently, this reemphasised the need for specific 

franchising legislation, incorporating clear conditions for franchise agreements.  The 

rationale behind the report was to ensure fair dealings for both the franchisee and the 

franchisor.  The clear conditions for franchise agreements included: a cooling off 

 46



period seven days after the signing of the agreement, the re-examination of 

alternations to the agreement and termination and renewal of transfer clauses 

(Franchising Code of Practice, 1995; Terry, 1996).  In response, the Government 

established a franchise Task Force to examine and report on the causes of market 

failure in franchising (Franchising Task Force, 1991). Subsequently, the examination 

of the franchising sector lead to the implementation of a voluntary Code of Practice, 

which was instigated by the Franchise Code Council (FCC) in 1993 (Lim & Frazer, 

2002).   

 

The implementation of the Franchising Code of Practice in 1993 saw the beginning of 

the Self-Regulated Era (1993-1996).  The apparent flawed nature of the Code brought 

severe criticism.  The Code was found to lack universal acceptance by the franchise 

sector and, in addition, failed to address many of the problems prevalent within 

franchising.  In response, the Gardini Report offered several recommendations to 

counteract the weaknesses of the ‘Code’. Recommendations included the 

implementation of a system of mandatory self-regulation or co-regulation to ensure 

rigid control over the standards of conduct (Terry, 1996).  Consequently, the 

Franchise Code of Practice was disbanded in December 1996 (Terry & Giugni, 1998).   

 

In response to the demise of the Franchising Code of Practice, a new mandatory Code 

of Conduct was implemented in 1 July 1998 to regulate the Australian franchise sector 

(Lim & Frazer, 2002; Terry & Giugni, 1998).  The primary purpose of the ‘Code’ was 

to enhance the relationship between the franchisor and franchisee (Lim & Frazer, 

2002).  Specifically, the ‘Code’ enabled franchisees the ability to make more 

informed judgments when opting to engage in a franchise agreement and, in addition, 

embraced a number of mechanisms to assist in the occurrence of dispute resolutions.  

The ‘Code’ was divided into four explicit sections.  The first section clarified 

definitions of certain terms used throughout the Code. The second section implied the 

franchisor provide the disclosure document seven days in advance of signing the 

agreement.  The purpose of the disclosure document is to specifically outline and 

detail the company history, information of current franchisees, prior and current 

litigation cases and disclose any terminations of agreements (Franchise Code of 

Conduct, 1998; Lim & Frazer, 2002).  The third section details the conditions of the 

franchise agreement, for example, the ability of the franchisee to engage in a seven-
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day cooling off period if required.   The final section of the ‘Code’ clearly outlines the 

preferred methods of dispute resolution.  For example, avenues of mediation and 

conciliation are favoured above litigation (Franchise Code of Conduct, 1998; Lim & 

Frazer, 2002). 

 

The comprehensive information retained from the national franchising surveys 

conducted within Australia has extensively enhanced our current understanding of the 

franchising sector. Specifically, the information has detailed central aspects of the 

sector, such as the growth and size of franchising in Australia and has clearly outlined 

areas of particular interest, being, economic contribution, internal support 

mechanisms, internal conflict and domestic and international expansion conquests.  

Of particular importance have been the progressive changes that have embraced the 

transformation of the Australian franchising regulatory framework.  It is clear that the 

Australian franchise sector has advanced through a myriad of stages, all of which 

have shaped the franchise sector as it appears today. 

 

2.9 LITERATURE PERTINENT TO AUSTRALIAN FRANCHISING 

There has been growing evidence of the growth of franchising in Australia.  Initial 

studies conducted on the Australian franchise sector underpin the relative immaturity 

of the franchise sector (Frazer, 2000; Frazer & Weaven, 2004) and were, 

subsequently, of a descriptive nature (Australian Bureau of Statistics, 1994; 

McCosker, 1992).  Since 1998, much of the data obtained has been sourced through 

more reliable avenues, witnessing the emergence of more sophisticated studies (Frazer 

& Weaven, 2002, 2004; Lim & Frazer, 2002).  Table 2.2 provides a comprehensive 

examination of the descriptive and exploratory studies conducted to date in relation to 

Australian franchising.  Furthermore, Table 2.3 details the emergence of conceptual 

studies in franchising research.  Finally Table 2.4 acknowledges the explanatory 

studies undertaken in relation to franchising in Australia.  Common areas of 

examination include franchise failure (Frazer, 2001), conflict and franchise agreement 

terminations (for example, Frazer & Terry, 2002) and encroachment issues 

(McCosker, 2000). The consolidation of the franchise sector over the past decade has 

shown signs of maturity (Frazer, 2000; Merrilees & Frazer, 2006) and, therefore, it is 

likely that much of the forthcoming research will be framed from both a conceptual 

and explanatory perspective. 



Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies 
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

 
Bureau of Industry 
Economics (BIE) 
1981
 

 
Bureau of Industry 
Economics. (1981). 
Finance for Small Business 
Growth and Development, 
Research Report 10, 
Canberra: Australian 
Government Printing 
Service. 
 

 
Conducted on Small Business Firms in 
1978 through a postal survey. 

 
 Product Franchising was found to be the main type 

of franchising. 
 Approximately 20 percent of firms (non-

manufacturing) adopted franchising as a method of 
distribution.  Of these, 57 percent were involved in 
motor trade industries and 34 percent were found to 
be involved in the wholesale industry. 

 

 
McCosker 1989
 

 
McCosker, C. (1989). The 
Profile and Performance of 
Franchisees, Accounting 
Research Study no. 11, 
University of New England, 
Armidale, NSW: AFM 
Scholarships and 
Publications Fund,  
 

 
Survey completed on 50 business 
format franchises in Toowoomba, 
Queensland, Australia. 

 
 Common characteristics prevalent among 

franchisees were reported. 
 The findings revealed that franchisees surveyed 

were between 25-44 years of age, has experience in 
business and/or management, parents were often 
self-employed, typically occupied white collar 
occupations, education level was year 12 or above, 
investment in franchise units was less than $100,000 
and used bank finance. 
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Table 2.2 

 
Australian Franchising Studies – Exploratory/Descriptive Studies - Continued 

 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Welsh 1989 
 

 
Welch, L. (1989). Diffusion 
of franchise system use in 
international operations. 
International Marketing 
Review, 6(5), 7-19. 

 
Four Australian franchise case studies 
identified and examined. 

 
 

 Revealed that franchisors need to develop a strong 
domestic base prior to expanding off-shore. 

 
 
 
 

 
 
Bureau of Industry 
Economics (BIE) 
1990
 

 
Bureau of Industry 
Economics. (1990). Small 
Business Review 1988-
1989, Small Business 
Research Unit. Canberra: 
Australian Government 
Printing Service. 
 

 
Surveys were completed via 
telephone were Australian 
franchisors. 
Sample was based on: 

 Stirling (1988). The Directory 
of Australian Franchise 
Opportunities. 

 Williamson (1988). Australian 
Franchise Opportunities 
Handbook 1986-1987. 

 A total of 184 responses (80% 
response rate). 

 
 The number of units within a system was an average 

of 56. 
 Sector characteristics concluded that 60 percent of 

franchisors were in retail, retail food, automotive 
and service industries. 

 The retail food and real estate industries reported the 
highest turnovers. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies - Continued 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Department of 
Industry, 
Technology & 
Commerce 
(DITAC) 1992
 

 
Department of Industry, 
Technology and 
Commerce. (1992). 
Franchising in Australia 
1989-1991, Franchising – 
Australia and Abroad (pp. 
5-36). Canberra: DITAC. 
 

 
Sample was based upon the following 
sources: 

 Stirling (1991) The Directory of 
Australian Franchise 
Opportunities. 

 Survey was adapted from the 
Bureau of Industry economics 
1988. 

 Survey was distributed via fax 
and mail-out 

 Final sample size was 237.  
 
 
 
 
 
 
 
 
 

 

 
 Statistics reported included: 

o Franchise fees 
o Turnover 
o Number of franchise units 
o Employment 
o Franchise manuals – operations 
o Franchising imports and exports. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

Franchisors 
Association of 
Australasia (FAA) 
1992
 
 
 

Franchisors Association of 
Australia and New Zealand. 
(1992). Franchising in the 
Economy. Parramatta: 
FAANZ. 

Questionnaire issued via mail.   
 450 franchises were sent 

survey. 
 15 percent response rate 

totalling 67 responses.  

The results indicated: 
 The food industry represented 51 percent of 

those responded. 
 Franchising began within one year of operating 

for 27 percent of franchises. 
 An increase of 3 percent was found between 

1991-1992 in relation to franchise units. 
 Initial fee averaged at $30,000. 
 Royalties were found to have risen from 4-6 

percent and advertising levies remained between 
1-3 percent. 

 
McCosker 1992
 
 

McCosker, C. (1992, 
September). Exporting 
Australian Franchises: A 
survey of Australian 
participation and plans. 
Paper presented to the Sixth 
National Small Business 
Research Conference and 
the Fifth SEAANZ 
Conference, Sydney. 

Survey was completed by 42 business 
format franchisors achieving a 50 
percent response rate. 

 
 The growth of international expansion is increasing 

as evident through a large number of franchisors in a 
variety of industries. 

 Approximately half of the franchisors surveyed had 
established operations internationally since 1985. 

 Reconfirmed that the Australia franchising sector is 
currently immature. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Small Business & 
Development 
Corporation 1992
 
 

 
Small Business 
Development Corporation, 
Western Australia. (1992). 
Franchising in Western 
Australia. In Franchising-
Australia and Abroad: 
Supplement to the 
Franchising Task Force 
Final Report (55-63). 
Queanbeyan: Better 
Printing Service. 
 

 
In 1991 telephone interviews were 
completed with 115 franchisees. 
 
 

 
 Data identified was based on the advantages and 

disadvantages of franchising taken specifically from 
the franchisees perspective. 

 Numerous statistics were found relating to: 
o Franchising and employment 
o Business performance 
o Disputes. 

 
Australian Bureau 
of Statistics 1994
 

 
Australian Bureau of 
Statistics (ABS). (1994). 
Franchising Sector Survey 
Results – 1994. Canberra: 
Department of Industry, 
Science and Technology. 

 
Database used was from the FCAC, 
FCC, Motor Trades Association of 
Australia (MTAA) and government 
departments. 
 
In total 372 responses were reported 
achieving a 67 percent response rate. 

 
 Franchise sector characteristics were recorded. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
McCosker 1996
 

McCosker, C. (1996, 
February 17-18). 
Franchising in Asia: An 
Overview of Selected 
Target Markets. Paper 
presented at the 1996 
Annual Society of 
Franchising Conference, 
Partners for Progress…A 
World of Opportunities, 
Honolulu, Hawaii. 

 
Interviews were conducted on private 
and public representatives. 
 
Additional data was collected on six 
Australian franchisors operating in Asia 
(that is, retail food and real estate 
franchises). 

 
 The results reported that the United States was 

heavily positioned in Asia especially in the retail 
food industry e.g., McDonalds, KFC and Pizza Hut. 

 The most common expansion methods were through 
master and joint venture franchising. 

 There was growing interest in franchising in Asia 
despite no franchising regulation in Asia. 

 
Frazer & 
McCosker 1999 
Survey 
 

 
Frazer, L., & McCosker, C. 
(1999). Franchising 
Australia 1999: A Survey of 
Franchising Practices and 
Performance. Toowoomba: 
University of Southern 
Queensland. 

 
Questionnaire mailed to 803 businesses. 
 
165 responses reported totalling a 23 
percent response rate. 

 
 Results reported: 

o 708 business format franchisors (40 900 units). 
o Turnover for sector $AUD76.5 billion. 
o Employment: 553 200 employees full-time and 

part-time. 
o Average length of time franchising 8 years. 
o 1% of franchisees involved in a dispute, 24% 

franchisors. 
o NSW occupies the most franchises. 
o 24% of franchisors operating overseas. 
o 27 % planning to do so within the next 3 years. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Lim & Frazer 2000
 
 

 
Lim, J., & Frazer, L. 
(2000). Franchising Code 
delivers mixed blessings. 
Law & Policy Review, 2(7), 
70-72. 
 

 
12 in-depth interviews with 12 
franchisors and franchisees were 
conducted. 

 
 Franchisors believed that the Code increased the 

cost of franchising due to the documentations 
required. 

 Franchisors felt that the Code was responsible for 
slowing the sector’s growth. 

 Franchisors felt that the Code was a valuable 
mechanism for dealing with disputes. 

 The Code was difficult to understand and that some 
requirements were not relevant to all industries. 

 Most franchisors and franchisees support the Code. 
 

 
Frazer 2001 
 

 
Frazer, L. (2001). Why 
Franchisors Discontinue 
Franchising but Continue 
Operating. International 
Small Business Journal, 
19(2), 38. 
 

 
14 firms were either interviewed via 
telephone or in person. 

 
 The motives for discontinuing franchising are 

related to performance/agency issues of monitoring 
franchisee activities. 

 Franchisees were not expending enough effort 
running their businesses – greater selection of 
franchisees needed. 

 No link between industry type and discontinuance of 
franchising. 

 
 

 55 



Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Frazer & Weaven 
2002 Survey 
 

 
Frazer, L., & Weaven, S. 
(2002). Franchising 
Australia 2002. Brisbane: 
Griffith University/ 
Franchise Council of 
Australia, 1-57. 
 

 
Questionnaire administered on the 
World Wide Web. 114 responses 
indicating a 21.1 percent response rate. 

 
 Results reported: 

o 677 business format franchisors (44 400 units). 
o 92% are Australian based franchise systems. 
o Net growth of franchise systems has slowed. 
o Employment: 388 500 employees full-time and 

part-time. 
o 3/4 of those surveyed began after 1990 (81%), 

17% in 1980s. 
o Franchisors operating for an average of 15 years 

and franchising for 9 years. 
o Growing acceptance of multi-unit franchising. 
o Franchising Code of Conduct well accepted in 

the Australian franchise sector. 
o Reduction in disputes between franchisors and 

franchisees for example, less than 1% in a 
serious dispute. 

o 17% of franchise agreements terminated in the 
past 12 months. 

o 25% of franchisors had expanded 
internationally. New Zealand most common 
destination. 

 
 

 56 



Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Frazer 2003
 

 
Frazer, L. (2003). 
Exporting retail 
franchises to China, 
Journal of Asia Pacific 
Marketing. 2(1), 1-11. 

 
A two stage method was used: 

 A list of fast-food franchisors 
were identified from a database 
of Australian franchisors 
(Frazer & McCosker, 1999).  

 The above list was compiled 
with a published directory of 
franchisors. 

 
Of the possible list identified, 9 
firms agreed to participate in the 
study. 
 
Semi-structured telephone 
interviews were completed. 
 

 
 Results reported: 

o Difficulties have arisen in relation to entering 
China such as attracting good personnel and 
appropriate partners. 

o Most often insufficient market research was 
conducted by the franchisor. 

o Most often the more experienced franchisors 
will enter China. 

o There is a strong need to rely on contractual 
arrangements due to agency problems. 

o Successful franchisors often take a more 
proactive stance than less successful franchisors. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Frazer & Weaven 
2004 Survey 
 

 
Frazer, L., & Weaven, S. 
(2004). Franchising 
Australia 2004. Brisbane: 
Griffith University/ 
Franchise Council of 
Australia, 1-70. 
 

 
Questionnaire administered on the 
World Wide Web. 148 responses 
indicating a 21.1 percent response rate. 

 
 Results reported: 

o 794 business format franchisors (50 600 units). 
o 92% are Australian based systems. 
o Growth rate was 14% since 2002. 
o More than 1/3 of franchisors provide finance to 

franchisees. 
o Employment: 507 180 employees full-time and 

part-time. 
o Majority of franchising takes place in the retail 

non-food industry. 
o Franchisors operating for an average of 14 

years. Trialed system two years before 
franchising. 

o The average number of units was 26 per system. 
o Majority of franchising occurs in NSW (31%). 

Both Queensland and Victoria hold 22%. 
o Disputes remain low. Disputes resulted in 

mediation or litigation (18%). 
o Franchisees remain in the system an average of 

7 years. 
o 33% of Australian systems are franchising 

internationally. Those expanding overseas have 
an average of 10 years international experience. 
Master and Joint Venture used most. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Frazer, Weaven & 
Wright 2006 
Survey 
 

 
Frazer, L., Weaven, S & 
Wright, O. (2006). 
Franchising Australia 
2006. Brisbane: Griffith 
University/ Franchise 
Council of Australia, 1-77. 
 

 
Questionnaire administered on the 
World Wide Web. 220 responses 
indicating a 25.2 percent response rate. 

 
 Results reported confirm: 

o 960 business format franchisors (62 000 units). 
o 93% are Australian based systems. 
o Growth rate was 12.9% since 2002. 
o $128 billion dollar industry. 
o Employment: 426 500 employees full-time and 

part-time. 
o Majority of franchising takes place in the retail 

non-food industry. 
o Franchisors operating for an average of 16 years 

and franchising for an average of 10 years. 
Trialed system four years before franchising. 

o The average number of units was 22 per system. 
o Majority of franchising occurs in NSW (34%). 

Both Queensland and Victoria hold between 20-
22%. 

o Disputes remain low. Disputes resulted in 
mediation or litigation (43%). 

o Franchisees remain in the system an average of 
7 years. 

o Approximately 25% of Australian systems are 
franchising internationally. Master and Joint 
Venture are used by the majority expanding 
international. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Frazer, Merrilees 
& Wright 2006

 
Frazer, L., Merrilees, B., & 
Wright, O. (2007). Power 
and Control in the franchise 
network: An investigation 
of ex-franchisees and brand 
piracy. Journal of 
Marketing Management. 
23(9/10), 1037-1054. 
 

 
Franchisors, franchisees and ex-
franchisees were interviewed. 

 
 Some franchisees enter system as a means of 

entering the industry as independent operators at a 
future date. 

 Dissatisfaction may lead to exit or solo operators – 
this may depend on the level of support provided by 
the franchisor. 

 Franchise agreements may be difficult to enforce if 
generic equipment is involved. 

 Support is viewed critical by the franchisee 
otherwise neglect may be perceived. 

 Coercive power on part of the franchisor leads to 
less cooperation. 

 Different motivations may occur between the 
franchisee and franchisor on their role in the 
relationship. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Merrilees & Frazer 
2006
 

 
Merrilees, B., & Frazer, L. 
(2006). Entrepreneurial 
franchisees have hidden 
superior marketing systems. 
Qualitative Market 
Research: An International 
Journal, 9(1), 73-85. 
 

 
Interviews were conducted with nine 
franchisees across three systems. 
 
High and average performers were 
interviewed. 

 
 Marketing and branding services were valued more 

strongly by high performing franchisees. 
 High performing franchisees were also stronger in 

their own approaches to marketing for example, 
being able to grow the business, cross-sell, higher 
profit margins, develop and manage loyal customers 
and maintain strong links with the franchisor. 

 Higher performing franchisees were also stronger in 
the management of operations. 

 
 
Weaven & Frazer 
2006
 

 
Weaven, S., & Frazer, L. 
(2006). Investment 
incentives for single and 
multiple unit franchisees. 
Qualitative Market 
Research: An International 
Journal, 9(3), 225-242. 
 

 
Telephone interviews were conducted 
with single and multiple unit 
McDonalds franchisees. 

 
 Single unit franchisees value brand strength, initial 

training, operational freedom and employee family 
members. 

 Multiple unit trusted strategic choices of their 
franchisors. Importance was placed on the business 
concept, vision, on-going training and support, 
governance structure, potential for expansion, 
involvement, minimisation of competing work and 
family demands. 

 Multiple-unit operators (as opposed to single-unit) 
also considered factors beyond the franchisors 
control as important for example, economic health 
of the industry. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Weaven & 
Herington 2006
 

 
Weaven, S., & Herington, 
C. (2007). Female 
franchisors: How different 
are they from female 
independent business 
owners?. Academy of 
Marketing Science Review, 
7, 1-31. 
 

 
Interviews were conducted with: 

o 24 female franchisors 
o 20 female entrepreneurs. 

 
 Female entrepreneurs are not a homogenous group. 
 Changes in public policy are required to encourage 

greater acceptance of women as franchisors: 
o Build awareness of franchising as an alternative 

business form for women 
o Provide women with appropriate information 

and training to become franchisors. 
 

 
Wright & Frazer 
2007
 
 

 
Wright, O., & Frazer, L. 
(2007). A multiple case 
analysis of franchised co-
branding. Australasian 
Marketing Journal, 15(2), 
68-80. 
 

 
Case study approach – based on 
McDonalds/McCafe 

 
 The research reveals that the motivations for 

introducing co-brands into existing franchises 
include alignment of a suitable brand with existing 
retail formats, risk aversion by the franchisor to the 
use of externally owned brands, reinvigorating the 
brands, and stimulating sales growth for specific 
outlets.  

 In addition the research shows that co-brands can be 
successfully created internally franchisors are 
willing to sacrifice the culture and concept of the 
original franchise brand in order to achieve system 
growth. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

Weaven & Frazer 
2007

Weaven, S., & Frazer, L. 
(2007). Expansion through 
multiple-unit franchising. 
International Small 
Business Journal, 25(2), 
173-205. 

Interviews were conducted with 23 
franchisors in the service and retail 
sectors. 

 No evidence to support the use of MUF to minimise 
switching costs associated with ownership/re-
direction strategy. 

 MUF used to reduce agency cost concerns. 
 MUF less effective than SUF in promoting system-

wide adaptations. 
 
Weaven & 
Herington 2007
 
 
 
 

Weaven, S., & Herington, 
C. (2007). Factors 
influencing governance 
choice and human resource 
management within 
services franchising 
networks.  Journal of 
Management & 
Organization, 13, 126-144. 
 

A qualitative multiple case study 
approach was undertaken.  
 
A realism research design to enhance 
triangulation was adopted. 
 
Sample total was 19 from different 
industries based on Australian & New 
Zealand Standard Industry 
Classification (ANZSIC), Australian 
Bureau of Statistics 1993. 
 

 Company lifecycle, industry competition and the 
nature of market demand influence the choice of 
governance arrangement.  Small franchise system in 
highly competitive environments preferred single 
unit franchising strategies. 

 System-wide adaptations were hampered by being 
locally responsive resulting in different sales 
margins. The diffusion of innovation was restricted 
by information exchange. 

 Company-owned firms were favoured for growth 
within less competitive environments. 

 Multiple-unit structures more effective in sharing 
information throughout the network. Franchisors 
often limited multi-units to contiguous areas to 
leverage the knowledge of franchisees in the local 
area. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Weaven, Issac & 
Herington 2007
 

 
Weaven, S., Issac, J., & 
Herington, C.  2007. 
Franchising as a path to 
self-employment for 
Australian female 
entrepreneurs. Journal of 
Management & 
Organization, 13, 345-365. 
 

 
Interviews were conducted with: 

o 14 female franchisees 
o 12 female independent business 

owners. 

 
 Contrasts evident between female franchisees and 

female independent business owners. 
 Franchisors need to redesign their selection 

strategies and communication methods to promote 
female participation, promote system-wide growth 
and enable creative diversity in franchise systems 
that have limited growth potential due to a lack of 
suitable franchisees. 
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Table 2.2 
 

Australian Franchising Studies – Exploratory/Descriptive Studies – Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Frazer, Weaven & 
Wright 2008 
Survey 
 

 
Frazer, L., Weaven, S & 
Wright, O. (2008). 
Franchising Australia 
2008. Brisbane: Griffith 
University/ Franchise 
Council of Australia, 1-67. 
 

 
Questionnaire administered on the 
World Wide Web. 286 responses 
indicating a 28.5 percent response rate. 

 
 Results reported confirm: 

o 1100 business format franchisors (71 400 units). 
o 91% are Australian based systems. 
o Growth rate was 14.6%. 
o $130 billion dollar industry. 
o Employment: 413 500 employees full-time and 

part-time. 
o Majority of franchising takes place in the retail 

trade industry. 
o Franchisors operating for an average of 15 years 

and franchising for an average of 9 years. 
Trialed system four years before franchising. 

o The average number of units was 21 per system. 
o Disputes remain low. Disputes resulted in 

mediation (28%), litigation (6%) or solicitor 
(66%). 

o Franchisees remain in the system an average of 
7 years. 

o Approximately 25% of Australian systems are 
franchising internationally. Master used by the 
majority expanding international. 
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Table 2.3 
 

Australian Franchising Studies – Conceptual 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Terry 1993 

 
 
 

 
Terry, A. (1993). The 
distribution of goods and 
services through business 
format franchising – {Part 
2}. Current Commercial 
Law, 1(1), 60-65. 
 

 
Analysis of business format franchising 
in Australia including development, 
characteristics and commercial realities.  
Focus on the non-specific regulatory 
regime. 

 
 Business format franchising is the dominant force in 

the distribution of goods and services. 
 Business format franchising is the way of the future 

in Australian franchising. 
 

 
Frazer 2000

 
Frazer, L. (2000). 
Assessing Franchising 
Sector Maturity: Australian 
Evidence. Australasian 
Marketing Journal, 8(2), 
33-46. 
 

 
Descriptive studies conducted from 
1991-1998 were compared and 
contrasted. 

 

 
 Reported that the Australian franchising sector has 

reached a stage of early maturity. 
 International expansion is on the rise in Australian 

systems. 
 Internal conflict is declining (due to FACs) and 

internal support is proficient. 
 Franchising regulation has illustrated sector 

maturity. 
 The use of multiple-unit franchising is increasing 

indicating greater acceptance. 
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Table 2.3 
 

Australian Franchising Studies – Conceptual - Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Giles 2000
 

 
Giles, S. (2000). E-
Franchising and the law: 
Strategic issues for 
franchise and retail 
networks. Law and Policy 
Review, 2(7), 67- 69. 
 

 
Analysis of the key legal implications 
of some key strategic decisions which 
franchisors and others with retail 
distribution networks will need to make 
success in this new environment. 

 
 Given technological changes, franchisors have a 

legal obligation to consider the change. 
 Franchisors and franchisee must reexamine their 

business relationship, actual or anticipated changes. 

 
Terry 2001
 

 
Terry, A. (2001, February 
24-25). The E-Business 
Challenge to Franchising. 
Paper presented to the 15th 
Annual Conference of the 
International Society of 
Franchising, International 
Diversity in Franchising: 
Towards a Global 
Understanding, Las Vegas, 
1-24. 

 
Analysis of intra-firm conflict within 
franchise companies because of the rise 
of internet sales and encroachment 
issues. 
 
Several well recognised cases involving 
a combination of mature and immature 
industries were examined. 
 

 
 Franchisors should assist, engage and guide 

franchisees in their business models. 
 Emphasis was placed on commercial partnerships 

with franchisees as opposed to the legal 
arrangement. 

 67 



Table 2.3 
 

Australian Franchising Studies – Conceptual - Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Weaven & Frazer 
2003
 

 
Weaven, S. & Frazer, L. 
(2003). Predicting multiple-
unit franchising: a 
franchisor and franchisee 
perspective. Journal of 
Marketing Channels, 10(3), 
53-82. 
 

 
This involved: 

 Literature review. 
 Construction of a conceptual 

model. 
 Set of propositions identified. 

 
All relating to multiple-unit franchising 
in Australia. 
 

 
 The adoption of multiple-unit franchising is detailed. 
 The Franchisor: 

o Growth 
o Strategic control 
o Contiguity and existing units 
o Experience 
o Agency costs 
o Corporate structure. 

 The Franchisee: 
o Experience 
o Involvement. 

       Franchisor/franchisee relationship – conflict examined. 
 
Maritz, Lobo & 
Bhat 2006 
 

 
Maritz, A., Lobo, T., & 
Bhat, R. (2006). A multi-
unit franchising perspective 
of the new dominant logic 
for marketing. Paper 
presented at ANZMAC 
2006. Brisbane: 
Queensland University of 
Technology. 

 
Links “dominant logic” to the dynamics 
of franchise systems generating a 
conceptual approach between service-
centered oriented logic and franchising. 

 Eight foundation premises (FP) were identified: 
(1) specialised skills and knowledge are important in unit 

exchange; 
(2) indirect exchanges are masking the unit of exchange; 
(3) goods as distribution mechanisms for service provisions; 
(4) knowledge is the main source of competitive advantage; 
(5) all economies are service economies; 
(6) customer as co-producer; 
(7) customer determines values/ through interaction; 
(8) service-centered view is customer oriented and 

relational. 
(9) 8 FPs link to business format franchising and MUF. 

 68 



 
Table 2.4 

 
Australian Franchising Studies – Conceptual - Continued 

 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Terry 2005
 

 
Terry, A. (2005). 
Franchising, relational 
contracts and the vibe. 
Australian Business Law 
Review, 33(4), 289-300. 
 

 
Analysis is presented on relational 
theory.  
 
One well recognised case is used.  

 
 Relational considerations should be considered in 

the wider franchise relationship. 
 Relational considerations clearly influence contract 

provisions and should be examined. 
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Table 2.4 
 

Australian Franchising Studies – Explanatory 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
McCosker, Frazer 
& Pensiero 1995
 

 
McCosker, C., Frazer, L., & 
Pensiero, D. (1995). An 
Exploration of franchise 
advisory councils: 
expectations and 
relationships.  Paper 
presented to the Ninth 
Annual Society of 
Franchising Conference, 
The International 
Challenge…Towards New 
Franchising Relationships 
(1-26), Minneapolis, MA. 
 

 
Random sample of franchisors were 
sent a questionnaire. 370 in total. A 
response rate of 29 percent was 
achieved. 
 
In addition, another questionnaire was 
sent to a sample of 370 franchisees, 
yielding a response rate of 23 percent. 
 

 
 An FAC was evident in 65 percent of franchises.  Of 

these, 88 percent had been franchising for more than 
five years. 

 The objective of the FAC was to: 
o Enhance communication between the 

franchisee/franchisor. 
 

             The reasons as to why the FAC was introduced  
             yielded significant differences between franchises.      

 
Hing 1995
 

 
Hing, N. (1995). An 
empirical analysis of the 
benefits and limitations for 
restaurant franchisees. 
Journal of Small Business 
Management, 15(2), 177-
187. 
 

 
A two stage method was used: 

 27 Australian franchisors were 
sent surveys, 9 responded 
yielding a 40.9 percent response 
rate. 

 Questionnaires mailed to 229 
franchisees. 132 responses were 
received (58% response rate). 

 
 Franchisee satisfaction levels were dependent on: 

o Need for achievement 
o Method of franchisee selection 
o Advisors prior to signing the agreement 
o Amount of disclosure information provided 
o Support – initial and on-going. 
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Table 2.4 
 

Australian Franchising Studies – Explanatory - Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Frazer & Stokes 
1997
 

 
Frazer, L., & Stokes, D. 
(1997). Franchising 
operational units in 
Australia. Franchising 
Research: An International 
Journal, 2(1), 32-42. 
 

 
The FAANZ 1993 surveyed was used to 
obtain data of Australian franchisors. 
 
750 firms were sent a questionnaire, of 
which, 450 were estimated to be 
franchises. 67 responses were obtained 
yielding a 15 percent response rate. 
 

 
 Agency problems were evident: repeat customers 

primarily. 
 Support was evidenced for the contracting cost 

explanation as opposed to the capital cost argument 
from the single unit perspective. 

 
Frazer 1998
 

 
Frazer, L. (1998). 
Motivations for franchisors 
to use flat continuing 
franchise fees. Journal of 
Consumer Marketing, 
15(6), 587-597. 
 

 
Data collected via two sources: 

 Exploratory survey of 30 
Australian franchisors (Frazer 
& McCosker, 1996) 

 Mail survey of 262 usable 
responses representing a 44.3 
percent response rate. 

 

 
 Franchisors using flat continuing fees do have 

different characteristics to percentage based 
franchisors. 

 The flat fee structure has less on-going support, less 
monitoring and faster growth rate, less expensive to 
enter. 

 Percentage based franchise structures involve more 
monitoring and on-going support. 
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Table 2.4 
 

Australian Franchising Studies – Explanatory - Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Frazer 2001
 

 
Frazer, L. (2001). Causes of 
disruption to franchise 
operations. Journal of 
Business Research, 54, 
227-234. 
 

 
Data collected via two sources: 

 Exploratory survey of 30 
Australian franchisors (Frazer 
& McCosker, 1996) 

 Mail survey of 186 usable 
responses representing a 27 
percent response rate. 

 

 
 Initial and on-going support services maybe 

beneficial to franchisees, such services do not 
prevent communication problems. 

 Franchises is the greater stages of the life-cycle 
would experience greater disruption – older and 
larger franchises will experience greater disruption. 

 
Frazer & Terry 
2002
 

 
Frazer, L., & Terry, A. 
(2002). Factors affecting 
franchise agreement 
terminations: lessons from 
the franchising sector. 
Journal of Small Business 
Strategy, 13(1), 105-116. 
 

 
Two stage data collection process based 
on data collected in 1998/1999: 
 
A mail survey was completed. A letter 
and telephone call was also provided for 
the franchisor. 

 Survey sent via mail to 693 
firms, 186 responses received 
yielding a 26.8 percent response 
rate. 

 Interviews were conducted via 
telephone with those 
franchisors that had prior 
experience terminating 
agreements 

 
 Results indicated that mature franchises were more 

prone to termination that those that had not been 
established for a long duration. 

 There was evidence to suggest that support for 
termination via a relational approach was 
appropriate. 
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Table 2.4 
 

Australian Franchising Studies – Explanatory - Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Lim & Frazer 2002
 

 
Lim, J., & Frazer, L. 
(2002). Introducing 
franchising regulation: an 
analysis of the Australian 
Franchising Code of 
Conduct. Journal of 
Marketing Channels, 10(2), 
39-56. 
 

 
Two stage data collection process: 

 Mails surveys were sent out to 
708 franchisors, 165 usable 
surveys received, yielding a 
23% response rate. 

 12 interviews with six 
franchisors and six franchisees. 

 
 Code is successful in providing guidelines in the 

franchisor-franchisee relationship. 
 Code brings about lower amount of disputes and a 

greater reliance on mediation as the dispute 
resolution method. 

 Code also brings about lower portion of terminations 
of franchise agreements. 

Chow & Frazer 
2003
 

Chow, L., & Frazer, L. 
(2003). Servicing 
customers directly: Mobile 
franchising arrangement in 
Australia. European 
Journal of Marketing, 37 
(3/4), 594-613. 

Two stage methodology: 
 Franchisees surveyed via mail. 

693 surveyed, 186 received 
back yielding a 27 percent 
response rate. 

 Interviews with mobile 
franchisors and franchisees 
(eight of each over four 
systems). 
 

 
 Right contract is important for the system as a 

whole. 
 Mobile franchise systems: controlling the quality of 

the franchisees via both out-come based and 
behaviour-based arrangements leads to efficiency of 
the contractual relationship of the franchisor. 

 Expansion by the franchisor can create tension – 
simple operational concept with low entry costs is 
preferred. 
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Table 2.4 
 

Australian Franchising Studies – Explanatory - Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

Frazer & Winzar 
2005

Frazer, L., & Winzar, H. 
(2005). Exits and 
expectations: why 
disappointed franchisees 
leave. Journal of Business 
Research, 58(11), 1534-
1542. 

 Convergent interviews with 30 
franchisors (varying age and 
size of franchise system). 

 

 Factors which influenced negative franchisee exists 
was related to (1) franchise system size, (2) level of 
franchisee involvement and (3) degree of conflict.  

 

Maritz 2005 Maritz, A. (2005, January). 
Entrepreneurial orientation 
in a franchised system. 
Paper presented at the 4th 
International Business and 
Economy Conference, 
Hawaii. 

 Two phase process: 
   (1) focus group interviews with  
         8 franchisees; 
   (2) convenience sample of 164  
         franchise outlets based on the  
         home entertainment sector in 
         South Africa. 

 Four factors structure identified (that is, (1) 
entrepreneur, (2) entrepreneur and leader, (3) leader 
and (4) non-entrepreneur). 

 System franchisees use “leader” as the main factor 
identifying entrepreneurial orientation of a franchise 
system. 

 Entrepreneur = opportunity taking, urgency, 
performance orientation and networking. 

 Non-entrepreneur = systematic, disciplined, 
developer towards entrepreneurial orientation. 

 Entrepreneur and leader = focus, ego, and time 
towards entrepreneurial orientation. 

 Overall, the results indicate that franchisees required 
opportunities to develop in order to remain 
entrepreneurial. 
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Table 2.4 
 

Australian Franchising Studies – Explanatory - Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

 
Inma & Debowski 
2006 

 
Inma, C., & Debowski, S. 
(2006). Analysis of 
franchise performance 
through use of typology: an 
Australian investigation. 
Singapore Management 
Review, 28(2), 1-30. 

 
 Self-administer questionnaire 

on local Western Australian 
franchises 

 Hierarchical cluster analysis 

 
 The findings provide strong empirical evidence 

concerning franchise heterogeneity theory – that 
franchises do differ according to cohorts.  

 This study also lays the foundation for the 
research on the relationship between franchise 
stages and franchise performance.  

 The study confirms that franchise firms do 
employ different strategies, in accordance with 
their profiles, resulting in different levels of 
performance.  

 
Maritz & Nieman 

2008
 

Maritz, A., & Nieman, G. 
(2008). Implementation 
of service profit chain 
initiatives in a franchise 
system. Journal of 
Services Marketing, 
22(1), 12-23. 

 Survey approach based on 125 
franchised outlets within a 
system using electronic media 
and Surveypro analysis. 

 Service profit chain was found to be an effective in 
relation to service quality. 

 Service profit chain initiatives of retention, related 
sales and referrals are important in terms of 
classifying criteria of services. 

 Services profit chains initiatives are unlikely to 
come from franchisees. 

 Service profit chain and satisfaction are dominant 
indicating the significance between employee and 
customer satisfaction.  In addition, the results reveal 
the importance of the link between retaining 
customers and internal marketing. 
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Table 2.4 
 

Australian Franchising Studies – Explanatory - Continued 
 
 

RESEARCHERS JOURNAL/ 
REFERENCE 

SURVEY/METHOD CONCLUSIONS 

Weaven, 
Herington and 

Dant 2008 
 

Weaven, S., Herington, 
C. & Dant, R. (2008). 
Franchisee Personality 
Traits as Predictors of 
Franchisee-Franchisor 
Relationship Strength. 
Paper presented at the 
American Marketing 
Association Winter 
Marketing Educators’ 
Conference, Austin 
Texas. 
 

 Sample of 2,500 franchisees 
from the Franchise Council of 
Australia generating 363 usable 
surveys. 

 Three of the five personality dimensions of the “Big-
Five” effect relationship strength. 

 Single-unit versus multi-unit dichotomy influenced 
two of the five personality dimensions and 
relationship strength. 

 Differences in gender were found across four of the 
five dimensions and relationship strength. 

 



2.10 CONCLUSION 

This chapter has presented a comprehensive overview of franchising research, with 

particular focus directed towards franchising in Australia.  Initially, definitions of 

franchising were presented, both universal and specific to the Australian Franchise 

Code of Conduct.  Following this, classifications of franchising were acknowledged. 

In addition, structures of franchising were identified, with particular emphasis on 

multi-unit franchising.  This preceded a general overview of franchising research, 

whereby defined classifications were provided.  In order to enhance our understanding 

of the Australian franchise sector, the history of franchising in Australia was 

presented, which detailed franchise sector characteristics.  Particular focus was 

directed towards the national franchising sector surveys undertaken, hence, outlining 

specific details including, size and growth, economic contribution, support, conflict 

and domestic and international expansion activities.  Given the significant changes in 

the Australian franchising sector regulation, an overview of the regulatory regimes 

was analysed.  Finally, to provide a comprehensive overview of the literature 

conducted on franchising in Australia, a summation of exploratory, descriptive, 

conceptual and explanatory research was provided.   
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CHAPTER 3 

LITERATURE REVIEW 

 

Knowledge generation and understanding is an emergent process and not a 

universal product. In order to know the nature and character of the 

implications of a development you need to know the intellectual context of that 

development (Hart, 1998, p. 5). 

 

3.1 INTRODUCTION 

The preceding chapter examined the definitions of franchising, the classification of 

franchising forms and the structure of business format franchising.  Furthermore, an 

exploration of multi-unit franchising was undertaken.  Following this, an overview of 

the Australian franchising sector and background, including regulation of franchising 

in Australia was presented.  Finally, both past and present literature in relation to 

Australian franchising was examined.   

 

The structure of Chapter Three is outlined in Figure 3.1.  Firstly, an understanding of 

single unit franchising incentives is provided.  This is followed by a depth analysis of 

franchisor incentives, inclusive of both resource constraints theory and agency theory.  

Building on resource constraints and agency theory, an overview of chain 

organisations or plural structures (that is, company-owned and franchise) is 

undertaken.  Furthermore, an examination of multiple-unit franchising (MUF) 

including past and current exploratory/descriptive, explanatory and conceptual studies 

are identified.  Finally, a summary of the chapter is presented. 
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Figure 3.1 

Outline of Chapter 3 

 

 

 

 

 

 

 

 

 

 

 

Introduction 
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Conclusion 
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Source: developed for this research. 

 

3.2 SINGLE-UNIT FRANCHISING INCENTIVES 

Several explanations are identified within the economics literature concerning a firm’s 

decision to franchise (for example, Bradach & Eccles, 1989; Brickley & Dark, 1987).  

In particular, the focus of the research provides explanation as to the choice of 

organisational forms of franchising.  More so, the literature explores the motivational 

incentives concerning the relative efficiency of expansion through franchise units as 

opposed to company-owned units (Bradach & Eccles, 1989; Shane, 1996a).  

Typically, franchising is preferred when an individual is motivated to achieve rapid 

growth within a firm; greater administrative efficiency, more efficient risk-sharing 

and management, and where there exists an opportunity of resources de-constraining, 

which is generally difficult to achieve through alternative avenues of expansion 

(Brickley & Dark, 1987; Carney & Gedajlovic, 1991; Lafontaine, 1992; Martin, 1988; 

Oxenfeldt & Kelly, 1969). 
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The literature provides a number of theories explaining the use of franchising as a 

choice of organisational form (see Dunnings Eclectic theory, transaction cost 

analysis).  However, two often competing theories are generally applied within the 

franchising domain.  The two franchising theories are resources scarcity and agency 

theory.  Resource scarcity theory is suggested to be the traditional view of franchising 

(Inma, 2005), however, more recently the agency perspective dominates the 

franchising literature (Falbe & Welsh, 1998; Inma, 2005; Kaufmann, 1996).  Resource 

scarcity theory suggests that firms engage in franchising as a mechanism to fuel 

system growth as often they are limited by internal capital and managerial supply.  

Consequently, as the system grows and matures, there is no longer a need to expend 

its resources.  For this reason, Bradach (1997) and Bradach and Eccles (1989) 

suggests that firms often utilise a plural organisational form which enables the use of 

both franchise units and company-owned units.  In contrast, agency theory suggests a 

unified relationship co-exists between the principal (that is, franchisor) and the agent 

(that is, franchisee) to minimise the monitoring of independent units within 

geographically dispersed areas.  However, to date the literature acknowledges that 

there exists no single explanation for franchising despite both resource scarcity and 

agency theory receiving varying degrees of empirical support (for example, Alon & 

McKee, 1999; Chow & Frazer, 2003; Combs, Michael & Castrogiovanni, 2004; Hunt, 

1973; Inma; 2005; Jensen & Meckling, 1976).  

 

In addition, one of the challenges of determining why firms adopt franchising is 

related to the variety of organisational forms that embrace franchising.  In particular, 

present-day franchise systems often occupy a range of organisational forms to 

facilitate expansion.  The most notable expansionary strategies include growth 

through company-owned units, single unit franchises and multi-unit franchises or in 

some systems a combination of all three organisational forms (Kaufmann, 1992; 

Robicheaux, Dant & Kaufmann, 1994).  However, whilst there is empirical support 

for the motivational incentives of single unit franchising strategies, some research 

suggests that this may only partly explain the relative attractiveness of multi-unit 

franchising (Kaufmann & Dant, 1996).   For example, Kaufmann and Dant (1996) 

recommend further exploration of alternative antecedent franchising influences on 

franchising model choice. 
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Given the common application of both resource scarcity theory and agency theory 

within the franchising literature, both theories will be analysed in greater depth in the 

following section.  

 

3.3 INCENTIVES ANALYSIS – Franchisors perspective 

3.3.1 Resource Scarcity. 

Resource scarcity or resource constraints theory is viewed as the conventional 

explanation of franchising and is based on franchising representing a low-cost, low 

risk method of expansion (Inma, 2005).  Oxenfeldt and Kelly (1969) were the first to 

initiate debate on the resource scarcity approach and, as a consequence, provide 

explanation as to why firms franchise.  They argued that firms engage in franchising 

in order to access scarce resources (for example, financial, managerial and local 

market knowledge) necessary for system expansion.  For example, it has been 

suggested (see Ayling, 1987; Golisano & Worth, 1989) that selling franchises enables 

smaller firms, particularly those which have limited financial resources, an 

opportunity of raising capital to fund expansion. 

 

Many theorists contend that the resource scarcity argument represents the 

combination of resources from both the franchisor and franchisee (for example, 

Curran & Stanworth, 1983; Elango & Fried, 1997).  For example, resource constraints 

theory argues that franchising is adopted when franchisors expand into new markets 

and lack required resources.  In such circumstances franchising enables the franchisor 

to achieve rapid market penetration using capital resources provided by the franchisee 

(Curran & Stanworth, 1983). Whilst the franchisor provides an established brand 

name, proven concept and specialised knowledge, the franchisee provides low-cost 

labour, low-cost capital, hence, local economies of scale (Elango & Fried, 1997).  

Moreover, the achievement of an efficient scale of penetration enables the franchisor 

to grow brand name capital (Caves & Murphy, 1976; Martin, 1988; Oxenfeldt & 

Kelly, 1969) which, in effect, creates an arrangement that may in a traditional sense, 

be otherwise difficult to achieve (Kirby & Watson, 2004).  

 

The desire of firms to achieve economies of scale pressures firms to expand at a rate 

beyond what may be possible using only internally generated resources.  Thus, 

immature and small firms will use franchising to fuel expansion until they reach the 
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required number of units needed to generate economies of scale (Castrogiovanni et 

al., 2006).  However, once economies of scale have been achieved, rapid expansion 

may no longer be necessary.  As a result, the sale of additional units will cease and the 

firm will re-purchase its most profitable franchised outlets (Carney & Gedajlovic, 

1991).  This will subsequently increase company ownership which will enable the 

firm to manage growth because it can expect higher rates of return from company-

owned outlets (Carney & Gedajlovic, 1991).   In such instances, the only firms 

remaining within the system will include those that exist in rural regions, new markets 

where they have limited local market knowledge (Lafontaine & Kaufmann, 1994) or 

those which are less profitable (Oxenfeldt & Kelly, 1969).  Ultimately, those units 

which are both successful and mature will be primarily company-owned (Combs & 

Castrogiovanni, 1994).   

 

In support of the above argument, past studies have revealed that the resource scarcity 

explanation does provide some face validity (Combs & Castrogiovanni, 1994) and, 

subsequent, empirical support has also been found (Caves & Murphy, 1976; Hunt, 

1973).  Typically, studies examining the resource constraints incentives for growth 

focus on three approaches: (1) the examination of common resources (for example, 

firm age, size and growth rate), (2) examination of key resource indicators (for 

example, relationships between certain resources such as managerial expertise and 

ability to franchise) and, (3) examination of franchisor motivations (for example, 

motivation based on the acquisition of certain resources) (Castrogiovanni et al., 2006).  

For example, in a study of 37 franchisors in the United States, franchising was viewed 

as conserving money by utilising capital and labour from the same source (Dant, 

1995).  In addition, an alternative study conducted by Hunt (1973) in the fast food 

industry in the United States, revealed an increase in the use of company-owned units 

particularly in large and more mature firms.  However, over 70 percent of the increase 

was attributed to the development of new units as opposed to company buy-backs, 

which questions the validity of this study.  This is also consistent with the findings 

from several previous studies (Anderson, 1984; Caves & Murphy, 1976) which 

determined that there is little motivation from managers to create fully owned systems 

(Lafontaine & Kaufmann, 1994) and, in addition, there is no evidence to suggest that 

over time the balance between franchised and company-owned outlets changes 

(Martin, 1988). These findings challenge the central characteristics underpinning the 
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resource scarcity argument.  Additional criticism on the resource scarcity approach 

has arisen within the economics literature.  In particular, Rubin (1978) suggests that 

the resource scarcity approach is an inefficient way in which to raise capital from a 

franchising standpoint in comparison to traditional capital markets.  The inadequacies 

identified in the resource theory debate have become a central impetus for the rise in 

support of agency theory rationales for organisational choice (Brickley & Dark, 1987; 

Caves & Murphy, 1976; Norton, 1988; Rubin, 1978; Shane, 1998). 

 

3.3.2 Agency Theory 

Agency theory first developed in the 1970’s, refers to the variety of ways in which 

agents linked by contractual arrangements with a firm influence firm behaviour (that 

is, organisational and capital structure) (Jensen & Meckling, 1976; Ross, 1973).  The 

origins of agency theory have principally been embedded within the financial 

economics area (Brickley & Dark, 1987). In addition, agency theory is widely 

acknowledged within the political science (for example, Mitnick, 1973; Moe, 1984), 

law (for example, Clark, 1985; DeMott, 1998) and the institutional corporate 

governance realm (for example, Schleifer & Vishny, 1997; Zajac & Westphal, 2004).  

The inclusion of agency theory as an area of academic description was originally 

based on risk sharing among individuals and/or groups (Arrow, 1971).  Specifically, 

the literature identifies risk-sharing problems that arise when parties have alternative 

views towards risk.  In particular, agency theory was incorporated to explain how 

cooperative parties share different goals and where the division of labour is disparate 

(Arrow, 1971). 

 

By definition, agency theory is contextualised as a ‘ubiquitous agency relationship, in 

which one party (the principal) delegates work to another (the agent) who performs 

the work’ (Eisenhardt, 1989, p. 58).  The primary focus of agency theory is in 

identifying the most efficient contract governing the principal-agent relationship given 

assumptions about people, organisations and information (Chow & Frazer, 2003; 

Eisenhardt, 1989; Jensen & Meckling, 1976).  There are three assumptions that 

underlie the agency relationship (Chow & Frazer, 2003).  Firstly, the agency approach 

dictates that each party incumbent within the relationship is there for reasons of self-

interest (Brickley & Dark, 1987; Kaufmann & Dant, 1996; Perrow, 1986).  Given this, 

the two parties involved often have divergent goals and therefore the principal must 
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impart resources to ensure that the agent acts in the best interest of the principal 

(referred to as agency costs) (Castrogiovanni & Justis, 1998; Jensen & Meckling, 

1976).  Secondly, additional problems arise when there are sizable differences in the 

risk preferences between the principal and the agent.  Often, differences in risk 

preference result in each party adopting alternative courses of action.  In particular, 

the agency paradigm suggests that the agent is more risk-adverse and, in contrast, the 

principal is risk neutral (Eisenhardt, 1989).  The final assumption of the agency 

relationship is that the performance outcomes of agents are dependent on 

environmental conditions (for example, economic factors) in the local market (Pratt & 

Zeckhauser, 1985).  Subsequently, this creates an arrangement whereby it is difficult 

to foresee risk and, as such, put in place appropriate contingencies when engaging in a 

contract (Bergen, Dutta & Walker, 1992). 

 

Assumptions about agency theory lead to two agency problems which are hidden 

information and hidden action.  ‘Hidden information’ occurs in situations where 

mangers are employed to operate company-owned outlets which require the principal 

to align the knowledge, skills and experience of the manager to the selection criteria.  

However, in circumstances where the manager overstates his/her capabilities, the 

costs related to ‘adverse selection’ or ‘hidden information’ will transpire (Chow & 

Frazer, 2003; Kaufmann & Dant, 1996).  In particular, in situations where it is 

difficult for the principal to evaluate the abilities of the manager, adverse selection is 

highly problematic (Kaufmann & Dant, 1996).  As a result, this requires the principal 

to directly monitor the performance of the manager to ensure that standards are 

aligned with the system (Bradach, 1997).   

 

Additional problems arise after the principal and agent have engaged in the 

relationship, referred to as post-contractual problems or ‘hidden action’ (Chow & 

Frazer, 2003).  Post-contractual problems refer to those situations in which the goals 

of the principal do not align with the goals of the agent (Arrow, 1985; Klein, 1995).  

As a result, this requires considerable time and effort on the part of the principal and 

is both costly and difficult to monitor (Chow & Frazer, 2003).  To counter hidden 

information and hidden action, the principal may obtain more information about the 

agent’s behaviour (Bergen et al., 1992).  This will result in a reduction of information 

asymmetry whereby restrictions will be enacted to reduce aberrant agent behaviour 
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(Sen, 2001; Chow & Frazer, 2003).  To reduce the cost associated with monitoring, an 

outcome-oriented arrangement is often implemented (Eisenhardt, 1989).  The 

outcome-oriented arrangement provides the agent with an incentive of residual 

claimancy to encourage the agent to align their behaviour with the goals of the 

principal (Eisenhardt, 1989). 

 

However, to fully understand the application of agency theory in franchising research, 

further examination of agency theory is required from the franchising perspective 

(discussed below). 

 

3.3.2.1 Agency perspective of Franchising 

The application of agency theory has, over several decades, become an integral theory 

underpinning the marketing discipline and, more so, the area of franchising (see Alon 

& McKee, 1999; Chow & Frazer, 2003; Combs et al., 2004; Inma; 2005; Jensen & 

Meckling, 1976).  Areas of particular attention in which agency theory has been 

applied within franchising include international franchising (for example, Alon, 2000; 

Doherty & Quinn, 1999); franchising strategy (for example, Hopkinson & Hogarth-

Scott, 1999), franchising arrangements (for example, Chow & Frazer, 2003) and 

theory building (Combs & Ketchen, 2003; Combs et al., 2004).  The agency 

relationship from a franchising context is defined by Dant and Nasr (1998) as 

whenever the principal (for example, the franchisor) must depend on the agent (for 

example, the franchisee) to undertake some action on the principal’s behalf.   

 

From a franchising perspective, the principal goal of the franchisor is to maximise the 

value of the system and reduce the cost of monitoring operations (Combs & 

Castrogiovanni, 1994; Klein, Crawford & Alchian, 1978).  Accordingly, agency 

theory postulates that franchising is preferred over direct ownership as employee 

managers require (often costly) monitoring (Rubin, 1978).  In such circumstances, 

franchisors are reliant on franchisees to operate the outlet effectively.  In return, the 

franchisors provide franchisees with support, system advice, operational training and 

on-going monitoring as to ensure that the standards of the system are being adhered to 

(Boyle, 2002; Rubin, 1978), hence, the principal-agent relationship.   
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One particular area that dominates franchising enquiry is why some firms choose to 

expand through company-owned outlets and others franchise (Lafontaine & 

Kaufmann, 1994). Within a franchise arrangement there are two means of operating 

the chain, either through manager/employees or franchisees.  Firms can choose, as 

their outlet managers, either employees who are subsequently paid a salary (in some 

cases a bonus) or franchisees.  In both cases, agency problems arise because the 

franchisor apportions local decision-making control to independent franchisees or 

outlet managers/employees whose interests may not align with those of the franchisor 

(Rubin, 1978).   Combs et al. (2004) suggests that there are four specific trade-offs or 

costs that are pertinent to each of these organisational forms (that is, company-owned 

outlets versus franchisee owned).  The four costs include opportunism or shirking 

(also referred to as moral hazard), quasi-rent appropriation, free rider problems and 

inefficient risk-bearing, all of which warrant further attention and, are discussed in 

greater detail in the following section.  

 

3.3.2.1.1 Opportunism or Shirking 

According to the agency perspective, managers (agents) in owned units do not have a 

strong incentive to perform efficiently as their compensation (that is, salary) 

constitutes a low powered incentive (Williamson, 1985).  As a result, Rubin (1978) 

suggests that firms should utilise franchisees, rather than outlet managers, because 

franchisees are motivated by profits (referred to as ‘residual claims’ see Fama & 

Jensen, 1983) after all financial commitments to the franchisor (that is, royalties) and 

other related expenses are met.   Furthermore, Michael (1996) states that ‘by 

positioning and aligning with corresponding residual claims, the franchise system 

achieves efficiencies in information, in supervision, and in scale’ (p. 60).  More so, 

franchisees are less likely to shirk (that is, reduce effort) because their income is based 

on the effort they place into the outlet (Rubin, 1978), as opposed to outlet managers 

who do not have similar ownership incentives (Rubin, 1978).  Similarly, Chow and 

Frazer (2003) argue that agency theory problems are more likely to occur in company-

owned units as it is difficult to observe the actions of managers.  Subsequently, the 

behaviour of outlet managers needs to be monitored closely (Bradach, 1997). Indeed, 

it is the problems associated with monitoring managers which underpins agency 

theory.  In essence, vertical agency theory requires a trade off between monitoring and 
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incentives (Combs et al., 2004).  According to Combs et al. (2004), franchising is the 

favoured organisational form when monitoring units is costly. 

 

Monitoring costs increase when there is greater distance between the franchisor and 

outlet managers or franchisees (Norton, 1988).  In this sense, monitoring costs 

escalate as a proportion of the time that is required to oversee the outlet in relation to 

other activities that the franchisor has to undertake.  In particular, the greater the 

geographic distance between the franchisor and the outlet manager or franchisee, the 

greater the costs associated with monitoring in terms of travel related costs (Brickley 

& Dark, 1987; Carney & Gedajlovic, 1991; Fladmoe-Lindquist & Jacque, 1995; 

Rubin, 1978).  Furthermore, challenges arise because greater geographic disparity 

creates problems in adequately assessing managers in foreign markets (Minkler, 1990, 

1992).  For example, Bradach (1997) conducted a study on restaurant franchisors in 

which he found that franchisors inspected direct ownership outlets on a monthly basis 

in comparison to annual visits with franchisee-owned units.  Therefore, monitoring is 

lower when units and franchisees are geographically concentrated (Carney & 

Gedajlovic, 1991) as opportunistic behaviours (for example, shirk from the system) 

are discouraged (Martin, 1988).   

 

Although it is evident that franchising reduces the frequency and size of monitoring 

costs, additional agency concerns may be encountered.  In particular, further evidence 

of opportunistic behaviour occurs through double sided moral hazard or two-sided 

shirking (Lafontaine, 1992).  Storholm and Scheuing (1994) and Combs et al. (2004) 

suggest several potential reasons for opportunistic behaviour from both the franchisor 

and franchisee.  Areas of possible opportunism from the franchisors perspective 

include (a) the geographic concentration of outlets, (b) the termination of franchisee-

owned outlets with the intention of reviving company-owned outlets in the same 

locations, (c) instructing franchisees to purchase products from the franchisor (d) the 

misuse of royalties attributed to advertising and (e) the framing of the franchising 

contract to favour the franchisor in times of dispute.  Furthermore, Williamson (1985) 

suggests that monitoring incurs a higher administrative cost on the part of the 

franchisor which encourages franchisors to emplace higher powered incentives to 

avoid opportunistic behaviour.  For example, because franchisees’ income is based on 

the performance of the franchisee, there is a direct incentive to tightly manage 
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variable costs across the unit.  As a result, the need for monitoring is reduced as 

franchisees effort is generally self-enforced (Carney & Gedajlovic, 1991).   

 

Moral hazard problems may is also be faced by franchisors.  Despite the incentives 

provided to franchisees to reduce the potential for opportunistic behaviour, 

franchisees do (in some instances) impart acts of opportunism. For example, 

franchisees may endeavour to (a) distribute franchisor intellectual property (for 

example, system application), (b) avoid royalty contributions to the franchisor or (c) 

fail to abide by the standards governing the system as stipulated by the franchisor 

(Combs et al., 2004; Storholm and Scheuing, 1994). Furthermore, whilst the firm can 

easily monitor the financial performance of an outlet by observing accounting data 

periodically, the franchisor cannot reliably know whether to attribute performance 

levels to managerial effort or to other factors outside the agent’s control (Combs et al., 

2004).  Consequently, unit managers must be monitored or observed directly by field 

staff to ensure compliance.  As a result, the franchisor must trade off these agency 

costs against the monitoring benefits of franchising (Brickley & Dark, 1987).   

 

3.3.2.1.2 Inefficient Risk-Bearing (Investment) 

The use of high powered incentives gives rise to an additional agency problem 

referred to as inefficient risk-bearing.  Inefficient risk bearing extends from a problem 

of concentrated risk (Carney & Gedajlovic, 1991).  For example, since franchisees 

often have a large proportion of their wealth tied up in the operation of a single unit, 

this delimits the diversification in their investment portfolios (Chow & Frazer, 2003). 

Consequently, two agency issues arise.  First, franchisees should have the ability to 

under invest in certain assets. For example, local advertising and promotional 

campaigns often enhance not only the unit at hand but other system units. This is 

especially common where units are geographically concentrated.  Such spill-overs 

mean that it is unlikely that individual franchisees will retain the full return on their 

investment (Brickley & Dark, 1987).  As a result, it is probable that franchisees will 

endeavour to relinquish any such investments which may be left to others.  Therefore, 

some academics have suggested that geographically concentrated units should be 

collectively owned and operated so as to facilitate optimal investment decisions and 

efficient monitoring (Brickley & Dark, 1987).  The second agency problem that arises 

in relation to inefficient risk-bearing is that often increased risk leads to higher than 
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expected rates of compensation (Brickley & Dark, 1987).  In such circumstances it is 

unlikely that an undiversified investor would consider paying a higher price for a 

residual claim in comparison to that of a diversified manager (Brickley & Dark, 

1987). 

 

3.3.2.1.3 The free rider problem 

The third agency problem inherent in franchising is the potential for free-riding.  Free-

riding exists when franchisees engage in activities that maximise outlet profit at the 

expense of system-wide sales (Castrogiovanni et al., 2006).  That is, managers or 

franchisees discount the quality of their operations, with the intention of maintaining 

profitability by riding on those units that are successful within the franchise system.  

In so doing, the franchisee may transfer the costs born with lost customers to other 

units within the system (Frazer & Stokes, 1997).  The danger of free-riding is greatest 

where repeat customers represent a small percentage of unit sales (for example, tourist 

areas or in close proximity to highways) (Norton, 1988).  In particular, customers may 

not receive quality outcomes consistent with the brand promoted through the 

franchisor (Combs & Castrogiovanni, 1994).  As a result, customers are likely to 

patronise those stores in which the core and peripheral elements of the system align 

with what they envisage the brand/system represents (Combs & Castrogiovanni, 

1994). 

 

Benefits of free-riding may occur for those franchisees who do not rely on repeat 

business (Carney & Gedajlovic, 1991).  However, as a consequence, this practice may 

lessen brand reputation which may impact upon other system outlets.  Given that 

firm-owned outlets require managers to operate the unit with little incentive to 

maintain quality, franchisors may prefer owning system units and, subsequently, 

obtain business from non-repeat customers (Carney & Gedajlovic, 1991).  As a result, 

franchisors have an incentive to position company-owned outlets in locations where 

there is a lower prospect of repeat patronage (Brickley & Dark, 1987).   

 

3.3.2.1.4 Quasi-rent appropriation 

The final agency problem is the opportunity for quasi-rent appropriation (Klein et al., 

1978). Quasi-rent appropriation is closely aligned with inefficient risk-bearing 

(Carney & Gedajlovic, 1991).  A quasi-rent is the ‘value of an asset over its salvage 
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value’ (Carney & Gedajlovic, 1991, p. 610).  Quasi-rent appropriation requires either 

the franchisor or franchisee to invest in specific assets or generate quasi-rents (Combs 

& Castrogiovanni, 1991).  In instances where quasi-rents are above average, the 

franchisee is subject to appropriation by the franchisor. In particular, quasi-rent 

appropriation suggests that franchisees should request higher rates of return over the 

term of the contract.  In such circumstances, it will be difficult for franchisors to 

attract new franchisees. Brickley and Dark (1987) suggest the risk of quasi-rent 

appropriation is expected to be higher when there is a greater initial investment 

required to establish a franchise.  Moreover, much of the investment a franchisee 

makes is in committed assets (for example, uniquely designed building) with little, if 

any, substitute use and low salvage value.  Therefore, Carney and Gedajlovic (1991) 

suggest that in franchise systems which require high initial investment, generally, 

company-ownership will be favoured. 

 

In summary, both resource scarcity and agency theoretic arguments dominate the 

franchising literature.  However, additional theories have been proposed.  For 

example, Norton (1988) suggests that other motivations to franchise include 

information exchange and market power.   Also, Caves and Murphy (1976) identify 

local services, negotiating requirements and types of franchises as factors that mediate 

a firm’s decision to franchise.  However, whilst there have been other less explored 

theories explaining why firms franchise, none of the theories to date (including 

resource scarcity theory and agency theory) have been able to account for a large 

portion of variance (Carney & Gedajlovic, 1991).  Despite this, both resource scarcity 

and agency theory are the two most sourced theories within franchising research 

which, subsequently, provide the most plausible explanations for why firms adopt 

franchising growth strategies. 

 

3.4 PLURAL FORMS OF FRANCHISING 

Both agency theorists and resource constraints theorists suggest that most significant 

challenges in franchising (that is, monitoring and financial resources) exist because 

they contain chain organisations (Bradach, 1997).  This is particularly applicable in 

the United States and Australia.  For example, in the United States over one-third of 

retail sales occur through chain organisations (Bradach, 1997).  Similarly, chain 

organisations account for two-thirds of franchise systems in Australia (Frazer et al., 
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2006).  Subsequently, the growth of chain organisations within the United States and 

Australia has contributed to a sizeable portion of economic output (Dicke, 1992; 

Frazer et al., 2006) and chain organisations (also referred to as plural forms or 

structures) are becoming increasingly common within franchise networks (Bradach, 

1997; Dicke, 1992; Frazer et al., 2006).  However, the examination of plural 

structures within franchise networks has only recently (Bradach, 1997; Cliquet, 2000; 

Dahlstrom, & Nygaard, 1999; Weaven & Herrington, 2006) received attention despite 

early recognition by Bradach and Eccles in 1989.  Initial research on plural forms 

within the franchising literature (Bradach & Eccles, 1989) suggested that the plural 

form was largely unexplored although organisational forms such as franchising 

commonly occupy a mix of both company-owned units and franchises.  For example, 

of the largest 100 restaurant chains in the United States, 74 occupied plural forms 

(Technomic, 1989) and, of those, the largest were almost exclusively hybrid systems 

(Technomic, 1989).   

 

According to Bradach (1997), company-owned units and franchise-units are two 

distinct organisational forms.  However, common within most franchise networks, the 

integration of company-owned units and franchise units enable the franchisor to 

overcome two main challenges, namely, (1) maintaining uniformity and, (2) adapting 

the system to new threats and opportunities (Bradach, 1997).  Firstly, maintaining 

uniformity is central to a franchise system as units (that is, company-owned and 

franchise) share a common identity, such as, a trademark.  Secondly, adapting the 

system to new threats and market opportunities is essential for franchise networks as 

to ensure continued sustainability of the system.  However, differences are apparent 

between company-owned outlets and franchise owned units.  In particular, Bradach 

(1997) suggests that both organisational forms (that is, company-owned units and 

franchises) retain certain advantages and disadvantages.  From the company-owned 

perspective, advantages include maintaining control; however, issues concerning 

internal bureaucracy often prove costly.  In contrast, franchise units allow creativity 

and entrepreneurial drive, yet resistance to set standards and procedures may become 

problematic (Bradach, 1997).   Nonetheless, neither company-owned outlets nor 

franchises overcome all the challenges associated with chain organisation operation 

and growth (Bradach, 1997). 
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Agency theorists and resource constraints theorists have attempted to explain whether 

chain organisations should incorporate franchise units (Bradach, 1997).  From an 

agency perspective, the costs associated with monitoring franchised units support the 

use of company-owned outlets.  Alternatively, franchise units are adopted in areas 

remote or those which are densely populated because of the cost associated with 

monitoring geographically dispersed units (Bradach, 1997).  In addition, Shane 

(1996a) suggests that the use of franchise-owned outlets promotes system growth 

especially in organisations where managerial constraints exist.  In contrast, resource 

constraints theorists suggest that limited financial capital, inherent within many small 

systems, supports the use of franchising growth strategies.  However, this resource 

argument also suggests that as systems mature the need for franchise units decreases 

(Bradach, 1997). This enables organisations to buy-back units (Caves & Murphy, 

1976; Oxenfeldt & Kelly, 1969) thereby minimising the need for external sources of 

capital. 
 

Plurality enables systems which endeavour to utilise a combination of company-

owned outlets and franchise units the ability to influence each other and, 

subsequently, enhance the overall performance of the system.  In particular, Bradach 

(1997) suggests that there are four processes that enable franchise systems to 

overcome the challenges of uniformity and system-wide adaptation, which are: 

modelling, ratcheting, socialization and mutual learning, each of which are discussed 

in greater detail in the following section. 

 

3.4.1 Modelling 

Research suggests that franchise systems are governed by entrepreneurs who operate 

outside the organisational structure assumed by a company arrangement.   (Bradach, 

1997; Brickley & Dark, 1987).  This being the case, company arrangements are found 

to be managed through a hierarchical system. Subsequently, franchise systems are 

perceived to only operate within stipulations enforced through the franchising contract 

(Brickley & Dark, 1987).  However, franchise systems often employ multiple-units 

and those units are often managed through a hierarchical arrangement (Bradach, 

1997) which involve similar procedures and practices used in the management of 

company-owned outlets.  Moreover, this modelling process enables chains to 

overcome problems associated with the control and management of franchisees thus 
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ensureing uniformity in the system (Bradach, 1997).  For example, those units which 

are occupied by multi-unit owners are often able to devote fewer resources to 

controlling the operation of units within their “mini-chain”.  This is so because multi-

unit operators often replicate the policies and practices of the parent company (that is, 

control of personnel to compensation) (Bradach, 1997). 

 

3.4.2 Ratcheting 

Plural systems which occupy company-owned units and franchisee-owned units 

employ different control strategies.  In particular, Bradach (1997) suggests that a 

‘cybernetic model’ (Bradach, 1997, p. 287) is utilised by chains to govern the control 

of (1) measures to monitor performance and, (2) deviations through incentives of 

termination of contract.  For example, company-owned units are often controlled 

through bureaucratic procedures as opposed to franchisee arrangements which are 

controlled through both market and social mechanisms (Bradach, 1997).   However, 

plural systems enhance bench-marking for company-owned units and franchisee-

owned outlets.  In particular, plural systems impose performance bench-marks which 

enable standards to be met and behavioural tactics of persuasion to enhance the 

performance of franchisee-owned units (Bradach, 1997).  For example, company-

owned units focus on behaviour through providing incentives to managers for 

maintaining operating standards as opposed to profit.  In contrast, franchisee-owned 

units rely on self-control measures by enacting a range of social control mechanisms 

to manage franchisees (Bradach, 1997).   Social control measures implemented by 

chains include field visits and mystery shopper programs (Bradach, 1997).  In effect, 

the ratcheting process is utilised to control the performance of both company-owned 

units and franchisee-owned outlets which has some support in later research (for 

example, Sorenson & Sorenson, 2001).  Commonly, this requires company-owned 

units and franchisee-owned units to counteract each other’s performance to ensure the 

highest operating efficiency is achieved. 

 

3.4.3 Socialization 

The socialization process, or career paths approach, suggests that plural arrangements 

ensure that within company-owned units, managers progress through the hierarchy of 

avoidable positions, while in franchisee-owned units, franchisees remain independent 

business operators (Bradach, 1997).  For example, Bradach (1997) found that when 
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franchisee operators outperformed other units within the chain, incremental 

franchising was often encouraged (that is, addition of a new unit) to create systems of 

mini-chains.  Furthermore, the socialization process encouraged company people and 

franchisees to engage in additional career paths.  Specifically, Bradach (1997) 

identifies three career paths common within plural structures which are: company 

person to franchisee, company-unit manager to franchise consultant and company 

manger to franchisee’s manager, each of which are discussed in the following 

section.   

 

Company employees who become franchisees.    

In such circumstances, company employees choose to invest in the system and 

become independent franchisee owners.  Company employees who become 

franchisees are considered to be less problematic because they are familiar with 

system standards, thereby, reducing management problems often associated with new 

franchisees.   

 

Secondly, company managers who become franchise consultants.   

Company managers are familiar with the internal operations of the system and, 

subsequently, have pre-established relationships with existing franchisees.  As a 

result, a company manager who becomes a franchise consultant may facilitate more 

integrative communication between the franchisor and franchisees than would an 

independent (that is, external) franchise consultant.  

 

Company manager’s who transfer from controlling company operations to 

manage individual franchisees within the organisation.    

This was particularly common among franchise consultants because they are often 

considered ‘boundary spanners’ (Bradach, 1997, p. 293) that have developed valuable 

and close relationships with franchisees.  The utilisation of these three career paths 

enables the chain to ensure standards are adhered too and franchisee behaviour is 

controlled (Bradach, 1997; Larson, 1992). 

 

3.4.4 Mutual Learning 

System-wide adaptation is suggested to drive strategy in chain organisations 

(Bradach, 1997). However, this has largely been unaddressed in the literature, with 
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most research relying on the assumption that strategy is guided by the policies and 

organisational objectives of the organisation (Rubin, 1978).  In particular, most 

research does not consider the process and influence of strategy making (that is, ideas, 

retention etc.) on plural structures (Burgelman, 1991).  However, there is some 

suggestion that plural structures enable the process of mutual learning (Sorenson & 

Sorenson, 2001).  For example, company-outlets are proficient in functional areas 

(that is, brainstorming of ideas, testing ideas and forwarding recommendations) and 

enacting franchisee control.  In contrast, franchise-owned outlets convey expertise in 

areas of local market knowledge and entrepreneurial ideas, which are often adopted 

throughout the system.  However, Bradach (1997) suggests that often the inclusion of 

franchisees in the decision-making process inhibits outcomes.  Despite some apparent 

drawbacks, through the process of mutual learning, both company-owned units and 

franchise units leverage their expertise to support the operational efficiency of the 

system and extend the scope of strategic options (Bradach, 1997) which is unlikely to 

be replicated through either arrangement exclusively.   

 

The inclusion of plural forms enables firms to effectively achieve control and 

innovation within the chain (Bradach, 1997).  Company arrangements are more 

efficient for control and franchise units tend to be more effective in unit-level 

innovation.  Furthermore, the core processes of a plural form, namely, modelling, 

ratcheting, socialization and mutual learning assist chain organisations to achieve both 

uniformity and system-wide adaptation.  According to Quinn and Cameron (1988), 

‘having multiple frameworks available is probably…the single most powerful 

attribute of self-renewing individuals and organizations’ (p. 302).  On this basis, the 

incorporation of different structural arrangements may facilitate unit and 

organisational performance (Bradach, 1997).  Therefore, a thorough examination of 

multi-unit franchising forms within the context of existing research is discussed.  

 

3.5 MULTI-UNIT FRANCHISING 

Multi-unit franchising appears to contradict the traditional view of franchising (Garg 

et al, 2005).  In particular, multi-unit franchising challenges the conventional wisdom 

explaining franchising choice (Garg et al., 2005; Kaufmann & Dant, 1996; Kaufmann 

& Kim, 1993, 1995; Sen, 1998).  Moreover, the inclusion of several multiple unit 

arrangements (such as area developers and sequential multi-unit franchisees) 
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introduces an additional level of management whereby individual store managers are 

required (Kaufmann & Dant, 1996).  Subsequently, this challenges the traditional 

view of business format franchising because franchise ownership, performance and 

remuneration may provide disincentives as unit managers do not have the motivation 

to perform (Kaufmann & Dant, 1996).  Therefore, multi-unit franchising emerges as 

an organisational form which encourages company-ownership (Kaufmann, 1996), 

challenging the traditional view of franchising.  

 

Past research presents agency arguments attributing operational performance 

measures to traditional single-unit franchising (for example, Brickley & Dark, 1987; 

Caves & Murphy, 1976; Norton, 1988).  However, studies in Australia suggest that 

the majority of franchise networks consist of multi-unit arrangements (Frazer et al., 

2006; Weaven & Frazer, 2006).  This is consistent with findings in the United States 

where most franchise systems are populated with multi-unit forms (for example, 

Grünhagen & Mittelstaedt, 2000; Kaufmann & Dant, 1996).  However, multi-unit 

franchising presents similar problems to those that are found in the single-unit 

operation.  For example, multi-unit franchises often encounter problems of moral 

hazard and adverse selection (for example, Bradach, 1997; Chow & Frazer, 2003; 

Kaufmann & Dant, 1996).  Furthermore, given that multi-unit franchising requires 

unit managers (that is, area representatives, sub-franchisors) shirking at the unit level 

may impact upon unit-level efficiency. 

 

Initially, the majority of the multiple unit research focused on franchising from the 

franchisors perspective (for example, Bradach, 1995; Garg et al., 2005; Kaufmann & 

Dant, 1996; Kaufmann & Kim, 1993, 1995). However, more recently researchers 

have begun to explore multi-unit franchising from the viewpoint of the franchisee (for 

example, Grünhagen & Mittelstaedt, 2002; Weaven & Frazer, 2003, 2006).   Despite 

the growth of research within the multi-unit franchising (MUF) realm, studies have 

been limited to MUF and system growth (for example, Kaufmann & Kim, 1995), 

system adaptability (Garg et al., 2005) and incentives and strategic motives (for 

example, Grünhagen & Mittelstaedt, 2002; Kalnins & Lafontaine, 1999; Weaven & 

Frazer, 2006, 2007).  Table 3.1 provides an overview of multi-unit franchising 

research. 

 



Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

Kaufmann 1990 Kaufmann, P. J. (1990). 
A Comparison of various 
methods of franchise 
expansion. Paper 
presented at the fourth 
conference of the Society 
of Franchising, 
Franchising: Evolution in 
the Midst of Change (pp. 
1-25), Robicheaux, 
Scottsdale, Arizona, 1-
25. 

A limited set of QSC data was 
utilized.  
 
Data was taken from a large fast-
food chain in the United States. 

The relationship between performance and expansion 
decision is more complex. 
 
Single unit franchises performed at a higher rate that 
sequential and area development expansion under the 
simulation technique. 

 
Kaufmann & 
Kim 1993
 

 
Kaufmann, P. J., & Kim, 
S. H. (1993). Master 
franchising and system 
growth rates. Presented 
at the 7th Annual Society 
of Franchising 
Conference, Excellence 
’93: A Bridge to Success 
(pp. 1-20), San 
Francisco, CA. 

 
Sampling frame was generated from 
a membership list of the 
International Franchise Association 
(IFA). 

o 498 members were surveyed 
using a mail questionnaire 
yielding 169 usable 
responses. 

 
It was found that single unit owning operators are the 
exception rather than the rule and therefore multiple-
unit franchising is more prevalent in terms of both area 
development and sub-franchising arrangements. 
 
Additional findings revealed that area development is 
favored more than sub-franchising. 
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Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

 
Bradach 1995 
 

 
Bradach, J. L. (1995). 
Chains within chains: 
The role of multi-unit 
franchisees. Journal of 
Marketing Channels, 
4(1/2), 65-81. 

 
An in-depth field research was 
adopted which included loosely 
structured interviews. 
 
Five “quick service” restaurant 
chains were chosen for the study: 
Kentucky Fried Chicken, Pizza Hut, 
Hardee’s, Jack in the Box and 
Waffle House. 
 
130 people were interviewed. 

 
MUF is more efficient than single unit franchising at 
adding units and therefore growth. 

 
The growth of franchise units in a franchise system 
encourages mini chains to adopt hierarchical 
governance organisations. 

 
Uniformity is equally and effectively adopted by both 
single and multiple unit franchisees. 

 
Growth in the franchise system enables franchisees 
greater power and subsequently franchisors have less 
ability to manipulate franchisee business practice.  

 
Kaufmann & 
Kim 1995
 

Kaufmann, P. J., & Kim, 
S. H. (1995). Master 
franchising and system 
growth rates. In 
Franchising: 
Contemporary Issues and 
Research (pp. 9-64), 
(eds) P. J. Kaufmann & 
R. P. Dant. New York: 
Harword Press. 

 
The study was based on the 
membership list from the 
International Franchise Association 
(IFA).  

o 498 members were surveyed 
using a mail questionnaire 
yielding 169 usable 
responses. 

 
Master franchisors grow faster than franchise systems 
that do not employ such approach. 
 
Faster growing systems are able to attract area 
developers and sub-franchisors, while slower growing 
franchise systems are not. 
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Table 3.1 

 
Multi-unit Franchising Studies  

 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

Kaufmann & 
Dant 1996

Kaufmann, P. J., & Dant 
R. P. (1996). Multi-unit 
franchising: growth and 
management issues. 
Journal of Business 
Venturing, 11(5), 343-
358. 
 
 
 

National mail survey of the fast-food 
industry based on the 1991 Info. 
Franchise Directory (Dickson, 
1991). 
 
Mail questionnaire to 625 
franchisors yielding 156 responses, 
152 of which were accepted. 

The use of multi-unit franchising is positively related to 
growth rates, which contributes significantly to a firm’s 
franchise strategy. 
 
Area development arrangements were positively related 
to growth rates. 
 
Agency and capital theories are working together in 
explaining franchising. 
 

Kalnins & 
Lafontaine 1999
 
 

Kalnins, A., & 
Lafontaine, F. (1999). 
Incentive and strategic 
motives for vertical 
separation: evidence 
from location patterns in 
the Texan fast food 
Industry. Working paper, 
University of Michigan. 
 

Based on a survey of 3 389 units on 
the six largest fast-food chains in 
Texas in the United States. 
 
Data was gathered from the Texas 
Sales and Use Tax Permit Holder 
Information Database. 

Multiple unit operators were found to occupy over 86 
percent of fast-food chains in Texas. 
 
Franchisees with units referred to as ‘continuous’ (that 
is, share market boundaries) to a new unit were more 
likely to purchase the new unit. 
 
Franchisors often engage in MUF as an option to 
minimise rivalry. 
 
Franchisors utilise a combination of single and MUF 
strategies to reduce monitoring costs and free-rider 
problems and to enhance local knowledge advantages. 
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Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

 
Grünhagen & 
Mittelstaedt 2002

 
Grünhagen, M., & 
Mittelstaedt, R. A. 
(2002). Is Bigger Better: 
The anticipation of scale 
efficiencies and decision 
participation as 
motivations for aspiring 
multi-unit franchisees. 
International Journal of 
Entrepreneurial 
Behaviour & Research, 
8(3), 188-200. 
 
 
 

 
Interviews with franchisees 

 
The conceptual study revealed that multi-unit 
franchising is employed because it enhances the 
influence opportunity from the franchisor on multi-unit 
owners and secondly it enables scale efficiencies. 
 
Knowledge of decision process will enable franchisors 
greater insight into attracting multi-unit owners. 
 
Franchisors should encourage franchise associations for 
example, enforce strategic posture by enabling the 
franchisor to listen to franchisees. 
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Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

 
Bercovitz 2003
 

 
Bercovitz, J. E. L. (2003, 
June 23-28). The option 
to expand: The use of 
multi-unit opportunities 
to support self-enforcing 
agreements in franchise 
relationships. Paper 
presented at the EMNet-
Conference on 
Economics and 
Management of 
Franchising Networks, 
Vienna, Austria. 
 
 
 

 
Data obtained from 96 UFOC from 
the San Francisco, Los Angeles and 
San Diego offices of the California 
Department of Corporations. 
 
Quantitative data utilizing a two-
stage analysis.   

 
The findings are strongly supportive of self-forcing 
logic. That is, termination rates and litigation rates are 
found to be negatively related to multi-unit propensity 
and positively related to multi-unit concentration. 
 
Multi-unit franchising is fundamental in reducing 
opportunistic behaviour by creating self-enforcing 
mechanisms. 
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Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

 
Weaven & Frazer 
2003

 
Weaven, S., & Frazer, L. 
(2003). Predicting 
multiple-unit franchising: 
a franchisor and 
franchisee perspective. 
Journal of Marketing 
Channels, 10(3), 53-82. 
 
 
 

 
Conceptual paper identifying nine 
propositions: 

1. Franchisor experience 
2. Franchise system structure 
3. Hands on involvement 
4. Franchisee experience 
5. Conflict 
6. Franchise system growth 
7. Contiguity 
8. Financial rewards 
9. Agency costs 

 
A two-stage methodology will be 
applied: 
 

1. Exploratory survey of 
Australian franchisors and 
franchisees  

2. Test propositions 

 
The theoretical model proposed will assist in our 
understanding of the relationships that exist between 
predictor variables and multiple-unit franchising (for 
example, franchise characteristics, demographics 
factors, motivations etc.). 
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Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

 
Kalnins & 
Lafontaine 2004

 
Kalanis, A., & 
Lafontaine, F. (2004). 
Multi-unit ownership in 
franchising: evidence 
from the fast-food 
industry in Texas. The 
RAND Journal of 
Economics, 35(4), 747-
761. 
 

 
 Data was obtained from the 1995 
State Texas Sales and Use Tax 
Permit Holder Information database. 
 
The focus of the study was 
quantitative based on seven national 
fast-food chains in the United States: 
(for example, Burger King, Dairy 
Queen, Subway etc.). 

 
Established franchisors (1) frequently utilise MUF, (2) 
allow their multi-unit franchisees to own units that are 
close to one another and share market boundaries (3) 
favour franchisees with relevant experience in markets 
with similar demographics characteristics. 
 
Ownership decisions in franchise systems are not 
related to incentive or efficiency issues.  Franchisors 
prefer existing franchisees in the system as opposed to 
new franchisees (that is, grant more units too). 

Garg, Rasheed & 
Priem 2005
 
 
 
 
 
 
 

Garg, V. K., Rasheed, A. 
A., & Priem, R. L. 
(2005). Explaining 
franchisors’ choices of 
organization forms 
within franchise systems, 
Strategic Organization, 
3(2), 185-217. 

Data was collected from both 
primary and archival sources.  The 
archival data was collected using the 
1999 Bond’s Franchise Guide (The 
Source Book of Franchise 
Opportunities) which includes 1013 
franchisors organised into 45 
categories. 
 
Field interviews were also 
conducted and a questionnaire 
presented (117 responses received). 

Franchisors expecting high growth rates will use MUF.  
In particular, area development franchising is chosen. 
 
Franchisors emphasising uniformity favour area 
development franchising over incremental franchising.  
 
Agency arguments explain the choice of MUF over 
resource constraints theory. 
 
Shirking in unit addition may be salient for franchisors 
expecting high growth. 
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Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

Grünhagen & 
Mittelstaedt 2005
 

Grünhagen, M., & 
Mittelstaedt, R. A. 
(2005). Entrepreneurs or 
investors: Do multi-unit 
franchisees have different 
philosophical 
orientations?, Journal of 
Small Business 
Management, 43(3), 207-
225. 
 

The sample frame came from the 
United states fast-food industry. 
 
Two stage process: 

1. 14 fast-food chains were 
used containing 2495 
addresses which were 
randomly selected. 

2. Three versions of the survey 
were mailed to 262 
respondents with 192 usable 
responses yielding a 73.3 
percent response rate. 

Sequential multi-unit franchisees and area developers 
have different motivations. Results indicate that 
sequential multi-unit franchisees have higher 
entrepreneurial drive than area developers. However 
there is no difference in motivation when it comes to 
investment decisions. 

Castrogiovanni, 
Combs & Justis 
2006
 
 
 

Castrogiovanni, G. J., 
Combs, J. G., & Justis, 
R. T. (2006). Resource 
scarcity and agency 
theory predictions 
concerning the continued 
use of franchising in 
multi-outlet networks. 
Journal of Small 
Business Management, 
44(1), 27-44. 

The sample frame came from the 
1999 and 2000 Entrepreneur 
magazine’s listing of franchisors in 
the United States.   
 
Sample consisted of 439 usable 
franchisors. 

Mangers need to have the capabilities to endure a high 
percentage of franchised outlets in times of 
international expansion. 
 
Resource scarcity only influences firms that are small 
in age and size. 
 
Franchising increases relatively quickly with age.  
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Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

 
Maritz, Lobo & 
Bhat 2006 
 

 
Maritz, A., Lobo, T., & 
Bhat, R. (2006). A multi-
unit franchising 
perspective of the new 
dominant logic for 
marketing. Paper 
presented at ANZMAC 
2006. Brisbane: 
Queensland University of 
Technology. 

 
Links “dominant logic” to the 
dynamics of franchise systems 
generating a conceptual approach 
between service-centered oriented 
logic and franchising. 

 Eight foundation premises (FP) were identified: 
(10) specialised skills and knowledge are important in unit 

exchange; 
(11) indirect exchanges are masking the unit of exchange; 
(12) goods as distribution mechanisms for service provisions; 
(13) knowledge is the main source of competitive advantage; 
(14) all economies are service economies; 
(15) customer as co-producer; 
(16) customer determines values/ through interaction; 
(17) service-centered view is customer oriented and 

relational. 
 

The eight FPs link to business format franchising and 
MUF. 

 
 
 
 
 
 
 
 
 
 

 

 105 



Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

Weaven & Frazer 
2006 
 

Weaven, S., & Frazer, L. 
(2006). Investment 
incentives for single and 
multiple unit franchisees. 
Qualitative Market 
Research: An 
international Journal, 9 
(3), 225-242. 
 

Qualitative research through 
interviews (including convergent 
interviewing techniques) with both 
single and multiple unit McDonald’s 
franchisees. 
  

Single unit franchisees assign value of the system to 
factors such as training, operational freedom and the 
ability to employ family members.  
 
MUF trusted the strategic decisions of the franchisor 
more than single unit franchisees.  This included on-
going training, support, professionalism, governance 
structure, concept and vision.  In addition, economic 
health and industry were also considered important 
factors. 
 
Previous strategies which created brand equity were 
viewed significant for previously self-employed single 
unit franchisees and also viewed franchising as less 
risky than independent business operations. 
 
Franchisees identified that financial considerations was 
a primary factor which influenced their decision to 
engage in franchising. 
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Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

Weaven & Frazer 
2007 
 

Weaven, S., & Frazer, L. 
(2007). Expansion 
through multiple-unit 
franchising: Australian 
Franchisors reveal their 
motivations. 
International Small 
Business Journal, 25(2), 
169-200. 
 

In inductive qualitative approach 
was applied through convergent 
interviewing. 
 
Sample total was 24 from different 
industries based on Australian & 
New Zealand Standard Industry 
Classification (ANZSIC), Australian 
Bureau of Statistics 1993. 
 

MUF offers advantages over single-unit franchising in 
terms of higher growth rates leading to greater unit 
profitability. 
 
The conversion of existing franchisees into MUF 
enabled the easy transfer of pre-existing competencies 
and reduced sub-optimal effort and dissatisfaction from 
unrealistic expectations. 
 
Evidence did suggest that franchising promoted unit 
level performance decay. 
 
System uniformity and brand value are promoted 
through MUF. Similarly, MUF face comparable 
problems to that of the franchisor and therefore are 
more likely to take on the guidelines instructed through 
the franchisor. 
 
MUF endorsed high product and service quality 
standards.  However, this may lead to additional 
informational costs to the franchisor. 
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Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

Weaven & 
Herington 2007 
 

Weaven, S., & 
Herington, C. (2007). 
Factors influencing 
governance choice and 
human resource 
management within 
services franchising 
networks.  Journal of 
Management & 
Organization, 13, 126-
144. 
 

A qualitative multiple case study 
approach was undertaken.  
 
A realism research design to 
enhance triangulation was adopted. 
 
Sample total was 19 from different 
industries based on Australian & 
New Zealand Standard Industry 
Classification (ANZSIC), Australian 
Bureau of Statistics 1993. 
 

Company lifecycle, industry competition and the nature 
of market demand influence the choice of governance 
arrangement.  Small franchise system in highly 
competitive environments preferred single unit 
franchising strategies. 
 
System-wide adaptations were hampered by being 
locally responsive resulting in different sales margins. 
The diffusion of innovation was restricted by 
information exchange. 
 
Company-owned firms were favoured for growth 
within less competitive environments. 
 
Multiple-unit structures more effective in sharing 
information throughout the network. Franchisors often 
limited multi-units to contiguous areas to leverage the 
knowledge of franchisees in the local area. 
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Table 3.1 
 

Multi-unit Franchising Studies  
 
RESEARCHERS JOURNAL/ 

REFERENCE 
SURVEY/METHOD CONCLUSIONS 

Weaven, 
Herington and 

Dant 2008 
 

Weaven, S., Herington, 
C. & Dant, R. (2008). 
Franchisee Personality 
Traits as Predictors of 
Franchisee-Franchisor 
Relationship Strength. 
Paper presented at the 
American Marketing 
Association Winter 
Marketing Educators’ 
Conference, Austin 
Texas. 
 

 Sample of 2,500 franchisees 
from the Franchise Council of 
Australia generating 363 usable 
surveys. 

 Three of the five personality dimensions of the “Big-
Five” effect relationship strength. 

 Single-unit versus multi-unit dichotomy influenced 
two of the five personality dimensions and 
relationship strength. 

 Differences in gender were found across four of the 
five dimensions and relationship strength. 

  Source: developed for this research.

 

 



To assist in synthesising past and present research conducted within multi-unit 

franchising, several prominent studies within the MUF framework are analysed.  The 

following section is categorised into exploratory/descriptive, explanatory and 

conceptual research conducted in relation to multi-unit franchising arrangements. 

 

3.5.1 Exploratory/descriptive research 

Initial exploratory research in relation to MUF was conducted by Kaufmann (1990).  

Further developments within the realm of MUF research can be found through 

Kaufmann and Kim (1993, 1995), Bradach (1995) and Weaven and Frazer (2006, 

2007).  Drawing upon the research of Kaufmann (1990), it is suggested that few 

chains operate single-unit franchising (SUF) and many encourage the development of 

mini-chains with a franchise system.  In particular, Kaufmann (1990) explored MUF 

and its impact upon franchisee performance and decay.  The purpose of the study was 

to investigate and compare SUF and MUF performance (that is, sequential franchising 

and area development franchising).  The findings revealed that single unit franchisees 

performed above the levels of both sequential and area developer multi-unit 

operations.   

 

Furthermore, this research provides insight into agency theory and the utilisation of 

MUF as an organisational form.  Firstly, Kaufmann (1990) suggests that in order for 

franchisees to enhance system operating efficiency, there may be a need for greater 

reliance on multi-unit franchisees achieving ‘small scale economies’ (Kaufmann, 

1990, p. 4).  Secondly, MUF enables franchisors to gain greater control over free-rider 

problems (Brickley & Dark, 1987), as opposed to the operational inefficiencies often 

resulting from the employment of employee managers (Kaufmann, 1990).  However, 

this simulation was restricted to a single fast-food chain focusing solely on 

operational efficiency, which may limit generalisation.  Consequently, the study does 

not fully address areas concerning the costs of attracting new franchisees and 

additional costs associated with system management where greater numbers of 

franchisees exist within the one system (Kaufmann, 1990). 

 

Further exploratory research conducted by Kaufmann and Kim (1993) was undertaken 

in order to examine MUF and system growth rates.  Kaufmann and Kim (1993) 

explored growth rates in relation to master franchising based on anecdotal evidence 
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provided from Harnett (1987).  Data was drawn from 169 members from the 

International Franchise Association (IFA).  The study revealed that MUF is favoured 

over traditional SUF, particularly in the case of area development arrangements and 

sub-franchising (that is, master franchising) (Kaufmann & Kim, 1993).  In addition, 

franchisors who adopt area development franchising strategies occupy a higher 

proportion of company-owned units than those systems which utilise master 

franchising arrangements.   

 

Later, a follow-up study was conducted by Kaufmann and Kim in 1995.  They 

explored the agency and resource constraints paradigm within the context of MUF 

arrangements.  This exploratory study used a mail questionnaire to examine the 

occurrence of MUF (that is, including master franchising and area development 

arrangements).  Results revealed that systems which employ multi-unit ownership 

expand faster than those which adopt single-unit forms of expansion (that is, master 

franchisors).  In addition, master franchising was an organisational form which 

enabled faster system growth (Kaufmann & Kim, 1995).  Also, franchisors employing 

a growth strategy were found to face greater financial burdens in relation to the 

selection of suitable franchisees (Kaufmann & Kim, 1995).  The financial costs to 

franchisors are often associated with recruitment, screening and training of MUF 

franchisees (for example, master franchisees, area development franchisees) 

(Kaufmann & Kim, 1995).  For example, area development agreements in which an 

area developer is granted the rights to an exclusive territory, may increase the risk to 

the franchisor, particularly in instances where the area developer shirks on their 

responsibilities (that is, under-performs).  These findings indicate that modifications 

may need to occur in relation to MUF and the traditional view of agency theory. 

 

In contrast to the studies previously completed within the domain of MUF (for 

example, Kaufmann, 1990; Kaufmann & Kim 1993, 1995) Bradach (1995) offered an 

alternative perspective.   Previous studies have embraced the single unit phenomena 

as a more effective method of building franchise networks (for example, Kaufmann, 

1990; Kaufmann & Kim 1993, 1995).  However, Bradach (1995) contends that 

franchise systems occupy a ‘federation of franchised-owned mini-chains’ (p. 65) and 

this is suggested to facilitate higher performance levels (Bradach, 1995).  Specifically, 

Bradach (1995) compares the performance and operation of SUF and MUF 
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arrangements across five major restaurant chains.  In particular, this study examines 

the effects of four management challenges on MUF operations.  The four management 

challenges which MUF face are: (1) the addition of new units, (2) maintaining 

uniformity, (3) local responsiveness and, (4) adapting to external threats and 

opportunities.  The research found that systems that encouraged MUF arrangements 

outperformed SUF in terms of unit growth and system wide adaptation.  However, the 

findings also confirm that MUF arrangements are less effective in the area of local 

responsiveness. Neither form is more effective in addressing the management 

challenge of system uniformity.  This indicates that, all things being equal (that is, the 

four management challenges), MUF would outperform SUF (Garg, 2000).  For 

example, Bradach (1995) suggests that in saturated markets, system-wide adaptation 

is preferred over all other challenges.  Despite this, Bradachs’ (1995) study builds on 

existing exploratory studies and is, as a result, limited to theory building as opposed to 

theory testing.  Furthermore, the study did not address the implications of area 

development franchising and incremental franchising within the MUF framework. 

 

Recent studies have examined investment incentives for single and multiple-unit 

franchisees (Weaven & Frazer, 2006; Grünhagen, & Mittelstaedt, 2005).  In 

particular, Weaven and Frazer (2006) explored the motivational incentives 

encouraging franchisees’ choice.  A comparative study of single-unit franchisees and 

multiple-unit franchisees within the McDonald’s network within Australia was 

conducted.  They found that differences exist between single-unit and multi-unit 

operators in terms of the motivational incentives influencing the franchising decision.  

Furthermore, multi-unit owners were found to apportion greater value to the franchise 

system, business concept and vision, on-going training and support, governance 

structure, opportunity for expansion and a provision for balancing work and family 

commitments (Weaven & Frazer, 2006).   This is consistent with previous research 

which suggests that multi-unit franchisee strategies are closely aligned with parent 

franchisor business practice (Dant & Gundlach, 1998).  However, this study did not 

incorporate potential franchisees in the sample and, therefore, findings were limited to 

franchisees that were currently in the system.  As a result, different franchise 

comparison levels and post-hoc rationalisations may impact on the validity of results.  
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In addition, Weaven and Frazer (2007) examined antecedent influences upon the 

adoption of MUF arrangements in Australia.  In particular, they explore strategic 

justifications influencing multi-unit ownership from the franchisor’s perspective. 

Weaven and Frazer (2007) interviewed 23 respondents from 11 industries (for 

example, retail food, finance, accommodation, restaurant and cafes) and found that 

franchisors favour multi-unit franchising as it enhances both operational and 

performance efficiency.  Moreover, the results indicate that franchisors support MUF 

because (consistent with agency arguments) MUF reduces agency costs and enhances 

system-wide uniformity, intra-system competition, brand value and franchisee reward 

structures.  These findings are consistent with previous research suggesting that 

system growth was largely dependent on maintaining the efficient performance of 

franchisees (Grünhagen, & Mittelstaedt, 2002, 2005).  Furthermore, the findings 

suggest that there is less expended monitoring effort on part of the franchisor if they 

are able to rely on the competencies of existing franchisees (Weaven & Frazer, 2007).  

However, this research found that ownership redirection, system adaptability to 

competitor changes and local market innovations were less effectively managed 

within franchise-owned mini-chains (Bradach, 1995).  Finally, given that this research 

was limited to a qualitative methodology adopting a realist paradigm, the researchers 

acknowledge that generalisations may be difficult (Weaven & Frazer, 2007).   

 

Most recently, Weaven and Herington (2007) examined the factors which influence 

governance choice and human resource management (HRM) within services 

franchising networks.  Specifically, Weaven and Herington (2007) utilised a multiple 

case study approach focusing on different modes of franchise strategies (for example, 

plural systems, pure franchising, company-owned, multi-unit) employed by Australian 

franchise systems.  From the results, it was evident that the choice of governance form 

was largely influenced by system size, the maturity of the industry and market 

demand.  Furthermore, the results revealed that small, less mature firms prefer single 

unit franchising strategies and less complex HRM processes to enable local market 

innovation, enhance brand value and rapid growth.  On the other hand, the results also 

found that mature firms favour hybridised franchising forms with more complex 

HRM practices to address local market demands, system-wide adaptation and system 

uniformity.  However, as qualitative research through a multiple case study approach 

was employed and a small sample size (that is, 19 franchise systems) of Australian 
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systems was used, the findings of the study may be limited to Australia and the 

services industry. 

 

3.5.2 Explanatory research 

The initial exploratory studies of MUF have enabled researchers to apply prior 

theoretical paradigms and provide further validation to prior single-unit analyses.  In 

particular, MUF has been examined within the framework of both the resource 

constraints argument and agency debate (Castrogiovanni et al., 2006; Garg et al., 

2005; Grünhagen, & Mittelstaedt, 2005; Kalnins & Lafontaine, 2004; Kaufmann & 

Dant, 1996).   For example, Kaufmann and Dant (1996) suggest that one of the 

primary benefits of MUF is access to capital.  Specifically, the more a franchise 

system engages in MUF, the faster the system expands which has some support in 

prior research (for example, Shane, 1996a).   

 

Furthermore, Kaufmann and Dant (1996) examined area development agreements 

which are prevalent organisational forms in the US but less so in Australia (Frazer et 

al., 2006).  In particular, they suggested that multi-unit franchisees operating under 

area development contracts should maintain lower growth rates over alternative 

organisational forms (that is, incremental franchising).  Finally, Kaufmann and Dant 

(1996) examined commitment and franchise strategy.  They hypothesised that as a 

franchise system matures, monitoring-related issues (that is, moral hazard) and 

residual claimancy are less attractive and, subsequently, the franchisor is less likely to 

adhere to a specific franchise strategy.  Further areas of examination included the 

ability of the franchisor to attract financial capital (Kaufmann & Dant, 1996).  The 

findings revealed that there was no decrease in growth rates for those systems which 

occupied area development arrangements.  In addition, there was a negative 

association between the size of the franchise system (that is, number of units) and the 

franchisor’s commitment to following a franchise strategy.  Therefore, it appears that 

franchisors who endorse the use of multiple chains may do so in an effort to both 

secure capital and curtail agency-related performance issues (Kaufmann & Dant, 

1996).   

 

Additional research has examined the strategic focus of engaging in multiple unit 

arrangements from the franchisor’s perspective (Kalnins & Lafontaine, 1997).  
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Specifically, Kalnins and Lafontaine (2004) gathered data from seven fast-food 

restaurant chains in the United States and explored the extent of multi-unit ownership 

in franchised chains and how franchisors allocate units across individual franchisees.  

Past research has indicated that multiple-unit franchising is effective in impeding 

competition within a market (Hadfield, 1990).  The findings have revealed that 

franchisors allow multi-unit franchisees to own and operate units within close 

proximity from one another contradicting previous research (Kalnins & Lafontaine, 

2004).  More so, franchisors allow multi-unit franchisees to share market boundaries 

which suggest that franchising per se is not employed for strategic intentions.  

Furthermore, MUF is preferred by franchisors over company-ownership which is 

contrary to previous ownership redirection research (Castrogiovanni et al., 2004).  In 

particular, Kalnins and Lafontaine (2004) suggest that efficiency and incentive 

benefits outweigh the associated costs of separation of ownership and control under 

multi-unit franchising arrangements.   

 

In addition, research by Kalnins and Mayer (2004) examined the retail and service 

sector by focusing on franchising ownership and experience of multi-unit owners and 

franchisors in relation to failure rates.  They hypothesised that retail and service 

business units enjoy reduced failure rates if affiliated with experienced multi-unit 

owners and franchisors.  Moreover, it was also hypothesised that experience and 

knowledge (that is, tacit and idiosyncratic) assist local franchise units.  Based on a 

survey of 1670 franchisees within the quick service restaurant industry in Texas in the 

United States, Kalnins and Mayer (2004) determined that multi-unit franchisees 

benefited from local knowledge of their territories.  Contrary to previous research (for 

example, Bradach, 1997; Knott, 2003), franchisors’ experience did not prove 

beneficial.  However, the franchisor’s local experience did reduce failure rates.  

Despite these results, this research was limited to one industry reducing 

generalisability to other industries in the franchising sector. 

 

Building on prior knowledge conducted by Bradach (1997) and Combs and Ketchen 

(2003), Garg, et al. (2005) examined organisational choice and agency problems in 

multi-unit franchising arrangements.  In particular, they examined MUF in relation to 

specific organisational goals of growth, uniformity and local responsiveness. Firstly, it 

was hypothesised that growth enables unit addition which, subsequently, promotes 

 115



MUF strategies.  In addition, the researchers suggest that if MUF is likely, then area 

development arrangements will be preferred especially when uniformity is central to 

the successful operation of the system.  Furthermore, it was hypothesised that if local 

responsiveness is considered imperative to the system then it is unlikely that MUF 

arrangements will be endorsed by the franchisor.  Lastly, where local responsiveness 

is preferred, it is unlikely that franchisors will adopt area development arrangements 

because area developers are more likely to lack both local market knowledge (because 

they employ hired managers) and incentives for being locally responsive (Garg et al., 

2005).   

 

Based on archival and key informant data of 94 franchisors within a multi-industry 

sample, Garg et al. (2005) revealed that when franchisors emphasise growth as a 

strategic agenda, MUF is a preferred growth strategy.  In particular, area development 

arrangements were viewed as a superior form of MUF arrangements.  Also, these 

researchers suggested that where uniformity is a focal strategic priority, area 

development agreements are more likely favoured than incremental arrangements.  

However, incremental arrangements are favoured over area developments agreements 

when local responsiveness is a strategic priority (Garg et al., 2005).  This research 

extends and supports previous agency arguments (Shane, 1996a) in explaining the 

ubiquity and popularity of MUF arrangements.  Although previous research predicted 

that the agency effects (moral hazard and adverse selection) would lower system 

growth rates when area development arrangements were implemented (Kaufmann & 

Dant, 1996), Garg et al. (2005) did not find support for this argument.  In particular, 

rapid unit additions will result from the use of area development arrangements of 

MUF.  However, the use of cross-sectional data may limit the validity of these casual 

inferences (Garg et al., 2005). 

 

Further research by Grünhagen and Mittelstaedt (2005) sought to investigate the 

motivations driving franchisees to adopt MUF.  In particular, the study focused on 

examining 14 fast-food franchise systems which used both area development 

arrangements and incremental franchising arrangements.  The purpose of this study 

was to determine the importance of entrepreneurial motivations or investment 

motivations in an entrepreneur’s choice of multi-unit franchising forms (that is, area 

development or sequential ownership).  The researchers found that understanding 
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franchisees’ motivations is important in order for franchisors to recruit and manage 

franchisees more effectively.  In addition, both area development and sequential forms 

of ownership differ when it comes to an entrepreneur’s initial motivation to enter 

franchising.  For example, those multi-unit franchisees who favoured sequential 

ownership arrangements typically exert greater entrepreneurial drive than area 

development multi-unit franchisees (Grünhagen and Mittelstaedt, 2005).  However, 

no differences were found for sequential and area developer multi-unit franchisees in 

terms of investment philosophical orientations.   

 

Nevertheless, this research did provide valuable insight for franchisors on how to 

attract specific franchise owners.  In particular, those entrepreneurs interested in (1) 

hands on experience, (2) being your own boss and, (3) self-actualisation may prefer 

sequential arrangements (Grünhagen and Mittelstaedt, 2005).  In contrast, promoting 

future benefits attached to outcomes and security (established trade-mark) may be 

beneficial in attracting both area developer and sequential owners to franchise 

systems.  Although the fast-food industry enables the reduction of variance given the 

diversity of ownership patterns and governance structure (Dant & Schul, 1992), as the 

study was confined to a single industry and incorporated a small sample size, further 

empirical testing is required to ensure the generalisability of findings.  

 

Recent research has focused on the continued use of franchising in multi-unit 

networks (Castrogiovanni et al., 2006) from both a resource scarcity and agency 

perspective.  For example, Castrogiovanni et al. (2006) examined two common 

constructs based on the resource scarcity paradigm, namely age and size.  Based on 

the original propositions proposed by Oxenfeldt and Kelly (1969), Castrogiovanni et 

al. (2006) suggested that franchisor size is negatively related to the subsequent 

proportion of franchise outlets.  In addition, it was also suggested that franchisor age 

is negatively related to the subsequent proportion of franchised outlets.  However, this 

study deviates from prior research by focusing on changes in the mix of franchised 

outlets instead of on the overall mix itself.  Within the agency perspective, Norton 

(1988) and Carney and Gedajlovic (1991) suggest that monitoring costs increase the 

greater the geographic distance between the franchisor and franchisee.  Given this, 

Castrogiovanni et al. (2006) contended that the more a franchisor takes on a 

multinational strategy, the more likely this strategy will impact upon the proportion of 
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outlets within the franchise system.  In addition, Castrogiovanni et al. (2006) also 

examined the impact of start-up costs and system growth in relation to franchise 

system expansion. 

 

Based on a survey of 439 franchisors from the Entrepreneur magazine 1999 to 2000, 

Castrogiovanni et al. (2006) determined that a decrease in size of franchise units 

within a system occurs in relatively immature firms.  This contradicts previous 

research (Lafontaine, 1992; Martin, 1988) whereby company-ownership is preferred 

in more mature systems, an argument endorsed in resource constraints theory.  

Similarly, Castrogiovanni et al. (2006) suggested that ‘age’ is associated with an early 

increase in franchising as opposed to a decrease in franchising as firms mature, once 

again challenging the premise of resource constraints arguments.  In particular, as 

firms expand internationally, this increases the use of franchising as franchisors seek 

new franchisees for system growth.  However, the study required franchisors to 

identify change in a firms’ proportion of franchised units in the short-term which is 

difficult to monitor given contractual rigidities which often extend to 15 or 20 years in 

duration (Castrogiovanni et al., 2006). 

 

Most recently, Weaven et al. (2008) empirically examined the link between franchisee 

personality traits and the strength of the franchisee-franchisor relationship.  They 

suggest that personality traits (measured by the “Big Five” personality constructs) and 

relationship strength differ across single-unit and multi-unit organisational forms.  

Their results confirmed that three of the five personality factors (that is, 

agreeableness, conscientiousness and emotional stability) influenced franchisor-

franchisee relationship strength.  In addition, they found that single-unit franchisees 

reported higher levels of consciousness and emotional stability than multi-unit 

franchisees.  Moreover, Weaven et al. (2008) found that single-unit operators 

maintained higher levels of relationship strength in relation to multi-unit operators.  

Although differences were evident in relation to males and females in terms of the 

five personality dimensions and relationship strength, Weaven et al. (2008) suggest 

that the pattern of results did not favour a particular gender.  Subsequently, Weaven et 

al. (2008) suggest that further examination of gender is required in order to obtain a 

more complete understanding of the influence of personality and relationship strength 

in franchising. 

 118



3.5.3 Conceptual studies 

A conceptual comparison based on franchisees and their motivation to franchise was 

completed by Grünhagen and Mittelstaedt (2002).  The study suggested that multi-

unit franchising is a superior choice over traditional single-unit forms (Grünhagen and 

Mittelstaedt, 2002).  Drawing from prior franchising and entrepreneurial research, 

Grünhagen and Mittelstaedt (2002) provide several propositions to support the 

rationale for multi-unit ownership as a superior choice of franchising form.  In 

particular, the researchers identify two possible motives which encourage the 

utilisation of multi-unit ownership.  Firstly, that MUF may be preferred over the SUF 

form as multi-unit owners have a greater ability to influence the decision-making 

preferences of the franchisor.  Specifically, the researchers suggested that multi-unit 

franchisees expect to participate in decisions outcomes with franchisors. Secondly, 

multi-unit franchising was viewed as enhancing the opportunity of the system to 

experience scale economies (Grünhagen and Mittelstaedt, 2002).  That is, in 

comparison to single-unit operators, multi-unit owners expect to achieve higher 

economies of scale.  To ensure consistency in results and enable the validation of past 

studies, these researchers recommend the use of a mixed-method approach 

incorporating fast-food industry participants in future MUF research (Grünhagen and 

Mittelstaedt, 2002).   

 

Founded on the theories of resource constraints, agency and strategic motives, 

Weaven and Frazer (2003) present a conceptual model of multi-unit franchising in 

Australia from both the franchisor’s and franchisee’s perspective.  Based on a 

thorough examination of past and current academic and trade literature, several 

propositions were proposed.  In particular, ‘experience and corporate structure’ were 

cited as important determinants of MUF for franchisors and ‘experience and 

involvement at store level’ as focal elements for franchisees (Weaven & Frazer, 

2003).  An additional five variables are identified as predicting outcomes of MUF, 

namely (1) intra-system conflict, (2) franchise system growth, (3) geographic 

contiguity of franchised units, (4) financial reward structures and, (5) agency costs.  

Further empirical testing of the proposed relationships shed light on the antecedents 

driving multi-unit franchising adoption. 
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Maritz et al. (2005) present a conceptual approach founded on the traditional 

dominant marketing logic (resources and value) suggesting a shift from operand and 

static resources to operant and dynamic resources.  Specifically, they identify a new 

dominant service-centred logic with particular focus drawn towards multi-unit 

franchising and entrepreneurship.   By doing so, this research integrates the new 

dominant logic of marketing with franchising based on the eight foundation premises 

originally identified by Vargo and Lusch (2004).  In particular, the eight foundation 

premises comprise of (1) specialised skills and knowledge are important in unit 

exchange, (2) indirect exchanges are masking the unit of exchange, (3) goods as 

distribution mechanisms for service provisions, (4) knowledge is the main source of 

competitive advantage, (5) all economies are service economies, (6) customer as co-

producer, (7) customer determines values/ through interaction and (8) service-centred 

view is customer oriented and relational.  From this, they suggest that franchising and, 

in particular, multi-unit franchisees adopt an operant and dynamic approach.  

Furthermore, given that multi-unit franchisees have direct contact with customers, 

they suggest that this promotes a service-centred dominant logic of exchange. 

 

Thus, there has been a myriad of research explaining and examining the area of multi-

unit franchising.  Areas of particular interest focus on expansionary strategies (for 

example, Kaufmann, 1990; Kaufmann & Dant, 1996; Kaufmann & Kim, 1993, 1995), 

motivation and incentives (for example, Grünhagen & Mittelstaedt 2002; Weaven & 

Frazer, 2006, 2007) and differences between single-unit and multiple-unit operations 

(for example, Garg et al., 2005; Weaven & Frazer, 2006).  Further research has 

explored the challenges which chain organisations encounter when employing a MUF 

framework (for example, Bradach, 1995; Garg et al., 2005).  However, whilst it is 

evident that growth has occurred throughout the franchising literature in relation to 

MUF, significant gaps still exist.  For example, with the notable exception of Bradach 

(1995), limited research has explored the key factors essential for multi-unit 

franchising to succeed (that is, operational performance), hence, ensuring 

sustainability of the franchise system.  However, Bradach (1995) utilised an 

exploratory, in-depth, field based research design.  Furthermore, the study did not 

empirically examine the different organisational forms of MUF, rather a comparison 

was made based on the performance and functioning of single-unit franchisees against 

(generic) multiple-unit franchising strategies.   Therefore, based on the seminal work 
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of Bradach (1995), this study will empirically examine the four franchising 

imperatives (that is, (1) unit growth, (2) uniformity, (3) local responsiveness and, (4) 

system wide adaptation) across the four key governance structures (that is, (1) master 

franchising, (2) area development franchising, (3) area representative franchising and 

(4) incremental franchising).  Therefore, given the above discussion, the following 

research question is proposed: 

  

RRQQ11::  TToo  wwhhaatt  eexxtteenntt  aarree  tthheerree  ddiiffffeerreenncceess  iinn  tthhee  eeffffeecctt  ooff  tthhee  ffoouurr  

iimmppeerraattiivveess  ((tthhaatt  iiss,,  uunniitt  ggrroowwtthh,,  ssyysstteemm  uunniiffoorrmmiittyy,,  llooccaall  rreessppoonnssiivveenneessss  aanndd  

ssyysstteemm--wwiiddee  aaddaappttaattiioonn))  uuppoonn  ooppeerraattiioonnaall  ppeerrffoorrmmaannccee  aaccrroossss  ddiiffffeerreenntt  

mmuullttiippllee  uunniitt  ffrraanncchhiissiinngg  aarrrraannggeemmeennttss  ((mmaasstteerr  ffrraanncchhiisseeee,,  aarreeaa  ddeevveellooppmmeenntt,,  

aarreeaa  rreepprreesseennttaattiivvee,,  iinnccrreemmeennttaall))..  

  

3.7 CONCLUSION 

This chapter has provided an in-depth understanding of franchising incentives from 

both the franchisor and franchisee perspective.  In particular, the emergence of two 

competing theories (that is, resource constraints and agency theory) within the 

organisational choice literature was extensively examined providing a more 

comprehensive explanation for the growth of multi-unit operations.  More so, the 

resource constraints theory suggest that firms employ franchise units to assist 

organisational growth through the acquisition of financial capital, labour and 

managerial resources.  Alternatively, agency theory advocates that franchising 

alleviates operational costs typically associated with geographically dispersed 

operations.  Further explanation of franchising choice was examined within different 

franchising mixes or plural structures.  Plural structures imply that firms often employ 

hybrid organisational forms as opposed to the single prototypical model of franchising 

adoption. 

 

Next, an examination of multi-unit franchising studies was undertaken.   

Exploratory/descriptive, explanatory and conceptual studies confirmed that the vast 

majority of research within the domain of multi-unit franchising has been conducted 

within the United States.  However, additional research into areas of MUF can be 

found in other regions of the world, particularly in Australia (Weaven & Frazer, 2006, 

2007).  Whilst, it is apparent that research is growing within the MUF area, there are 
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still areas of interest that have had limited attention.  In addition, many of the studies 

conducted have utilised secondary data (that is, archival data) and have been restricted 

to one industry, which limits the validity of some of the reported results.  Therefore, 

given the completion of an in-depth exploration of past and present multi-unit 

franchising research, the development of the hypotheses of this study will be 

discussed in the next chapter (Chapter Four). 
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CHAPTER 4 

HYPOTHESES DEVELOPMENT 

 

The goal of the hypothesis development is to hold several of the currently held 

theories…and generate concrete testable hypothesis with proposed measures 

and outcomes (Owens, Koch & Moore, 2000). 

 

4.1 INTRODUCTION 

The preceding chapter examined single-unit franchising incentives. In particular, 

resource constraints and agency theoretic explanations for franchising choice were 

described.  Next, chain organisations or plural structures within the franchising 

framework were discussed.  Finally, an in-depth analysis of multi-unit franchising 

research (that is, exploratory/descriptive, explanatory research and conceptual) was 

presented. 

 

The structure of Chapter Four is shown in Figure 4.1.  Firstly, to validate the research 

question of this study, the foundations of this research is detailed.  Subsequent to this, 

a rationale for the hypotheses is presented.  This is followed by a thorough 

examination of the five hypotheses generated for this research.  Following this, a 

preliminary conceptual model of the research is presented and finally, a summary of 

the chapter is provided. 
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Figure 4.1 

Outline of Chapter 4 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: developed for this research. 

 

4.2 BACKGROUND 

Chapter Three outlined the research question of this study, which is: 

  

RRQQ11::  TToo  wwhhaatt  eexxtteenntt  aarree  tthheerree  ddiiffffeerreenncceess  iinn  tthhee  eeffffeecctt  ooff  tthhee  ffoouurr  

iimmppeerraattiivveess  ((tthhaatt  iiss,,  uunniitt  ggrroowwtthh,,  ssyysstteemm  uunniiffoorrmmiittyy,,  llooccaall  rreessppoonnssiivveenneessss  aanndd  

ssyysstteemm--wwiiddee  aaddaappttaattiioonn))  uuppoonn  ooppeerraattiioonnaall  ppeerrffoorrmmaannccee  aaccrroossss  ddiiffffeerreenntt  

mmuullttiippllee  uunniitt  ffrraanncchhiissiinngg  aarrrraannggeemmeennttss  ((mmaasstteerr  ffrraanncchhiisseeee,,  aarreeaa  ddeevveellooppmmeenntt,,  

aarreeaa  rreepprreesseennttaattiivvee,,  iinnccrreemmeennttaall))..  
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In order to address the research question of this study, several hypotheses are 

developed.  These are largely based upon the seminal work of Bradach (1995) which 

examined strategic reasons justifying the choice of different franchising structures.  

Bradach (1995) argues that franchise systems are occupied by a ‘federation of 

franchisee-owned mini-chains’ (p. 65) as opposed to independent single-unit 

operators, as initially suggested in previous research (for example, Kaufmann, 1990).  

Specifically, a comparative study between single-unit and multi-unit franchisees was 

completed.  Using agency theoretical arguments, Bradach (1995) examined four 

management challenges influencing the operational performance of single-unit and 

multi-unit operations.  The four management challenges were based on previous 

franchising research and include: (1) adding new units (Oxenfeldt & Kelly, 1969), (2) 

maintaining uniformity (Brickley & Dark, 1987; Rubin, 1978), (3) adapting individual 

units to local conditions (Brickley & Dark, 1987; Caves & Murphy, 1976) and, (4) 

adapting the system as a whole to threats and opportunities in the competitive 

environment (Oxenfeldt & Kelly, 1969).  Bradach (1995) found that generally, multi-

unit operations are advantageous in terms of unit growth and system-wide adaptation.  

However, multi-unit franchisees were less effective in terms of local responsiveness 

(Bradach, 1995).  Neither single-unit nor multi-unit franchising arrangements 

promoted greater levels of system uniformity (Bradach, 1995).    

 

As a result, Bradach (1995) suggests that in order to function and perform at optimal 

levels, franchisees must have the capability to overcome these four management 

challenges.  Therefore, it is suggested that the four management challenges become 

distinctive and imperative factors which determine the overall operational 

performance of a system (that is, success and sustainability of the franchise system).  

This study builds on previous research (Bradach, 1995, 1997; Garg et al., 2005) by 

examining the effect of the four management challenges on operational performance 

across different multiple-unit organisational forms of (1) master franchising, (2) area 

development franchising, (3) area representative and (4) incremental franchising.  

 

The following discussion provides the rationale for this research and details the 

hypotheses relating to RQ1. 
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4.3 HYPOTHESES DEVELOPMENT 

Four hypotheses are developed in this study to address the primary research question 

(RQ1).  The following section provides an explanation of the four hypotheses within 

the context of strategic imperatives; namely, unit growth, uniformity, local 

responsiveness, system-wide adaptation and operational performance. 

 

4.3.1 Hypothesis One: Unit growth 

Growth is recognised as a core characteristic defining organisational strategies (Miller 

& Friesen; Sexton & Smilor, 1997).  As organisations grow, they are challenged to 

find new business opportunities to stimulate additional growth (Ireland & Hitt, 1997; 

Shane, 1996b).  Within the franchising literature, franchising as a growth strategy is 

explained through resource constraints theory and agency theory (Falbe & Welsh, 

1998; Inma, 2005; Kaufmann, 1996; Kirby & Watson, 1999).  Furthermore, the 

franchising literature suggests that the addition of units into a system enables higher 

growth rates which lead to the development of economies of scale (for example, 

spreading of resources associated with advertising and administrative expenses across 

units) (Bradach, 1992, 1995; Kaufmann & Eroglu, 1998).  More often, the addition of 

units occurs through franchise units as comparable company-owned units often lack 

the financial and managerial resources required for rapid growth within the chain 

(Oxenfeldt & Kelly, 1969).  As a consequence, access to required resources through 

franchised units further enables franchisors to pre-empt competitive strategies and 

assist in local market penetration (Lillis, Narayana & Gilman, 1976).  Often, the cost 

advantages attained through scale economies determines the survival of small firms 

from larger more mature competitors (Hamel & Prahalad, 1996; Norton, 1988).  

However, scale economies are also recognised as essential for larger chains where 

price-based competition is prevalent (Garg et al., 2005).   

 

One of the most important studies undertaken in relation to MUF and growth was 

completed by Bradach in 1995.  He suggests that there are three approaches in which 

unit growth can be achieved in franchising networks: 

1. The addition of company units to a system  

2. The addition of franchisees who add several units to a chain (that is, 

area development franchising arrangements, ADF) 
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3. The inclusion of additional units to a pre-existing franchisee within the 

system (that is, incremental franchising, IF) 

 

Based on the three approaches (that is, the addition of company units, ADF, IF), 

Bradachs’ (1995) study identified that plural forms of operation facilitate the growth 

process.  In particular, growth was found to enhance system development faster than 

either company-owned units or franchise units could exclusively (Bradach, 1995).  

However, a key finding revealed that restaurant operators favour growth and 

development of the system through existing franchisees, hence IF (Bradach, 1995).  In 

particular, existing franchisees accounted for the greatest proportion of new units and, 

subsequently, existing franchisees were also found to dominate new franchisees as a 

source of growth.  Moreover, when there is a desire for system expansion, often there 

is a heavy reliance of franchisors to adopt IF because of the management processes 

involved (that is, time, training, additional human resources).  For example, existing 

franchisees within a system often require less effort on part of the franchisor as they 

have prior system knowledge, which enables the transition to become mini-chain 

owners less onerous (Bradach, 1995).   

 

In addition, Bradach (1995) suggests that, within the restaurant sector, various 

combinations of franchising are often utilised as a form of growth strategy (that is, IF, 

ADF and master franchising).  However, some franchisors prefer to limit their growth 

strategy to one organisational form (Bradach, 1995).  This suggests that franchisors 

(depending on their strategic outcomes) approach growth in a number of ways.   In a 

similar study based on the four management challenges proposed by Bradach (1995) 

(for example, unit growth), Garg et al. (2005) found that franchisors intent on 

achieving rapid expansion in their system tended to use MUF strategies (that is, ADF 

and IF).  In particular, franchisors aspiring to achieve rapid growth may base their 

decision on incentives for franchisees and managers achieving desired outcomes.   

Similarly, Harnett (1987) suggests that franchisors formulate explicit strategies to 

enable rapid system expansion.  Therefore, it appears that different forms of MUF 

may be applied to either achieve short-term (that is, rapid expansion) and/ or long-

term (that is, sustainability) strategic objectives.   
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4.3.1.1 Unit growth and MUF 

In terms of MUF, master franchising is recognised as a governance form able to 

promote rapid system growth (Kalnins, 2005; Kaufmann & Kim, 1995; Lowell, 

1991).  However, previous studies, although deemed conclusive (Kaufmann & Kim, 

1995), have drawn comparisons between master franchising and SUF in relation to 

rapid system growth, as opposed to growth rates and a comparison between MUF 

forms.  Furthermore, previous research confirms that master franchising has been 

linked to a decrease in operational efficiency because there exists an intermediary 

(that is, master) between the franchisor and franchisee (Kaufmann & Kim, 1995).  

Often the franchisor has to substitute operating efficiency and brand deterioration for 

system growth or visa-versa (Kaufmann, 1992; Kaufmann & Kim, 1995).  In addition, 

and given that an additional level of management (that is, master) is present between 

the franchisor and franchisee, agency concerns of adverse selection and moral hazard 

are more prevalent in master franchising arrangements which may further impede 

system growth.  For example, the difficulty in acquiring suitable franchisees reduces 

the speed at which the system can grow.  In addition, given that the master franchisee 

acts on behalf of the franchisor there is an opportunity for individual franchisees to 

engage in shirking behaviour.  Therefore, it appears that whilst master franchising is 

becoming an increasingly popular form of MUF (Frazer et al., 2006) especially within 

the international context (for example, Kalnins, 2005), agency concerns are likely to 

influence or reduce the speed at which a system can grow. 

 

IF differs from master franchising because the agency problems inherent within a 

master franchising arrangement have often been overcome in IF.  From an agency 

perspective, IF reduces the occurrence of adverse selection because the franchisor has 

already undertaken a comprehensive selection process.   Consequently, the franchisor 

is aware of the incremental franchisees behaviour and capabilities to operate an 

additional unit.  Moreover, IF suggests that franchisees have prior unit success and 

therefore, have demonstrated both operational efficiency and productivity with 

existing franchise units (Kaufmann & Dant, 1996).  Subsequently, proven unit success 

reduces the probability of franchisee shirking behaviour (that is, reduced effort).  

Therefore, an existing franchisee is assumed to have a well-grounded understanding 

of the system including contractual obligations governing system standards and 

operating procedures (Grünhagen & Mittelstaedt, 2002).  As a result, the franchisor 
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need only supply a limited amount of managerial resources than that required through 

other alternative organisational forms (for example, master franchising).   

 

It would appear that IF encourages system sustainability as opposed to rapid system 

growth.  For example, whilst IF enhances the rate of growth within a system, 

Kaufmann and Kim (1995) suggest that the ‘sequential nature of expansion’ (p. 55) 

limits the effect of IF.  Although IF would be advantageous in systems where there 

exists a high number of franchisees, it is assumed that smaller, less developed systems 

would not be able to grow at a greater rate than other organisational forms (for 

example, ADF).  This is consistent with prior Australian based research suggesting 

that most franchise systems are small to medium enterprises (Sanghavi, 1998; Watson 

& Kirby, 2004), holding fewer than 20 units (Frazer et al., 2008).  For example, if a 

franchise system only occupied six franchise units and each unit was granted the 

opportunity to adopt another unit, then the system would only grow by a total of six 

units.   

 

In comparison, ADF arrangements have the capabilities to extend the growth of a 

system at a more rapid rate than either master franchising or IF.  In particular, the 

incentives for ADF arrangements differ to master franchising and IF.  Area 

development arrangements are used to enhance rapid system growth.  Given this, the 

area developer is solely responsibly for the growth of units within their assigned 

territory, including formulisation (Garg et al., 2005; Kaufmann & Kim, 1993, 1995).  

Subsequently, the area developer is compelled to adhere to the development 

stipulations outlined in the contract.  Failure to grow would ensure that the area 

developer will loose both the potential profits from the sale of units and the initial 

investment they paid for the rights to the territory.  For example, an area developer 

may have contracted the rights to a particular region.  Within that region, the area 

developer may have to set up 10 units.  Irrespective of whether the area developer on-

sells the units within their territory to other potential franchisees, the area developer is 

still required to establish the 10 units within a pre-specified period of time.  This 

being so, the area developer may be one of six franchisees within the system.  

However, instead of the system extending by six, as in the IF example, maintaining 

just one area developer would grow the system from six additional units to 15.    
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In addition, ADF arrangements enable the franchisor to train only one area developer 

rather than six or more independent franchisees.  Despite Kaufmann and Kim (1995) 

suggesting that ADF arrangements are more involved (that is, time), require greater 

training both in management and operation of the system and would restrict the 

system from growing any faster than a single-unit franchisee, Garg et al. (2005) found 

contradictory results.  In particular, Garg et al. (2005) found that ADF was preferred 

over IF when rapid system growth was a key objective.  This is supported by previous 

research suggesting that ADF ‘permits parallel development of multiple markets and 

should speed growth significantly’ (Kaufmann & Kim, 1995, p. 5).   

 

Finally, in comparison to master franchising, IF and ADF, area representatives (AR) 

would be the least likely governance form to achieve rapid system growth. Whilst an 

AR is able to recruit potential franchisees (Whittemore & Perry, 1998), they are not 

granted the right to contract with potential franchisees (Lowell, 1991).  Typically, the 

role of the AR is to oversee an assigned territory on behalf of the franchisor (that is, 

monitor franchisee behaviour) and, therefore, the addition of new units/franchisees, 

whilst not improbable, is less attainable.  This is so because the ARs ability to recruit 

does not ensure that the potential franchisee will become an actual franchisee of the 

system.  On this basis, it is hypothesised that:  

 

HH11::      TThheerree  wwiillll  bbee  aa  ddiiffffeerreennccee  iinn  tthhee  eeffffeecctt  ooff  uunniitt  ggrroowwtthh  uuppoonn  ooppeerraattiioonnaall  

ppeerrffoorrmmaannccee  aaccrroossss  ddiiffffeerreenntt  mmuullttiippllee  uunniitt  ssttrruuccttuurreess  ((mmaasstteerr  ffrraanncchhiisseeee,,  aarreeaa  

ddeevveellooppmmeenntt,,  aarreeaa  rreepprreesseennttaattiivvee,,  iinnccrreemmeennttaall))..  

 

4.3.2 Hypothesis Two: Uniformity 

In some franchising systems, particularly those that are recently established, concern 

for rapid growth exceeds the need to maintain system uniformity (Bradach, 1998; 

Stern & El-Ansary, 1988).  However, large, mature firms consider uniformity (also 

referred to as standardisation) (Kaufmann & Eroglu, 1998) to be crucial to the 

maintenance of brand-name capital and the sustainability of the chain (Garg et al., 

2005).  For example, the franchisor’s trademark provides assurance to a system when 

only a minimum level of quality is provided in an unfamiliar market (Luxenberg, 

1985).  On this basis uniformity presents both challenges and benefits for the 

franchisor.  Specifically, both the inhibiting and driving factors pertinent to uniformity 
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are discussed in greater detail along with the application of uniformity to multi-unit 

governance structures. 

4.3.2.1 Inhibitors of Uniformity 

One area in which uniformity has become increasingly difficult exists in markets 

which are geographically distant to the home market.  While many firms utilise 

standardised strategies across the elements of the marketing mix (Hackett, 1976; 

McIntyre, Huszagh & Huszagh, 1991), this is not always the case where borders are 

distant.  More so, aspects of a firm’s internal operations, including human resource 

and finance strategies, may differ depending on the region entered.  Consequently, the 

franchising agreement may need to be adjusted which may impact on the 

standardisation of the core offering.  For example, it is unlikely that franchisors will 

apply a single contract to franchisees operating in foreign markets (Lafonatine & 

Oxley, 2004).  This is consistent with previous studies, which indicate that 

international contracts vary considerably to domestic arrangements (Abell, 1990).  

However, often a single uniform contract and franchise package is initially employed 

within foreign markets (Hackett, 1976; Walker & Cross, 1989; McIntyre et al., 1991). 

The complexity that exists, given the physical and cultural disparity between the 

franchisor and franchisee, creates an environment in which international operations 

function as a sub-entity, often under atypical conditions not evident in the domestic 

country.   Therefore, stipulations incumbent within the international contract may 

require modification.  For example, the density and number of franchise outlets will 

be lower in foreign markets in the early stages of expansion, consequently, increasing 

the per-unit cost of monitoring international operations (for example, Lafontaine & 

Oxley, 2004).  As a result, the terms of the agreements may require changes, the 

percentage of franchise fees and advertising and initial support provided will vary 

(Shane, 1996b).  Differences have evolved because of foreign country restrictions, 

local regulations, franchisee size and franchisee opportunistic behaviour (Fladmoe-

Lindquist, 1996).   
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4.3.2.2 Drivers of Uniformity 

As markets become more homogeneous (Levitt, 1983) and franchisors develop 

strategies to effectively manage local markets, a standardised strategy is considered 

suitable (Samiee & Roth, 1992).  However, Kaufmann and Eroglu (1998) contend that 

questions surround the applicability of applying a single uniform strategy, particularly 

in markets which dictate greater localisation.  Kaufmann and Eroglu (1998) suggest 

that there are three benefits of uniformity, namely, cost minimization, image 

consistency and the development of new product/ services. 

One of the primary incentives encouraging standardisation is the reduction of costs 

often incurred through geographically dispersed markets (Samiee & Roth, 1992; 

Terpstra & Sarathy, 1997).  Costs which franchisors may incur across markets include 

marketing, purchasing and research and development (Buzzell, 1968; Douglas & 

Wind, 1987; Terpstra, 1987).  In particular, one of the primary motives of 

standardisation is ensuring that optimal performance and acceptable levels of quality 

control are retained.  For example, under a franchise contract the franchisee is 

required to utilise the franchisors trademark.  However, in doing so, the franchisor 

must ensure that the franchisee is operating according to the standards governing that 

franchise system.  Monitoring can, therefore, become a high cost to franchisors.  By 

enacting standardised system practices, monitoring is reduced and quality control is 

maintained. 

Secondly, standardisation enables the franchisor to transfer the brand and system 

practices across markets ensuring image consistency (Jain, 1989; Levitt, 1983).  There 

are two ways in which image consistency provides assurance to the franchisor.  

Firstly, image consistency ensures that all franchisees operating within the network 

present the franchise concept accurately.  Secondly, image consistency encourages 

franchisees to communicate consistency of the brand across markets (Kaufmann & 

Eroglu, 1998).   

Finally, standardisation allows franchisors to introduce new products and services 

with relative ease.  As a franchise system evolves, it is necessary for the franchisor to 

improve the delivery of the business format (Kaufmann & Eroglu, 1998).  Kaufmann 

and Eroglu (1998) suggest that standardisation drives the franchise network in two 
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distinct ways.  Firstly, the inclusion of new products and services enables the 

franchisor to accurately measure the success and overall acceptance of new products 

into a system.  Secondly, standardisation facilitates the successful implementation of 

new products/services into a system.   

It is clear that both inhibitors and drivers of uniformity assist in system performance 

and enable firms to provide consistent standards and processes.  However, given the 

variety of multi-unit governance forms, further discussion of each strategy in relation 

to multi-unit franchising is necessary. 

4.3.2.3  Uniformity and MUF 

When uniformity is essential, MUF is preferred over other governance forms (for 

example, company-owned units, SUF) (Garg et al., 2005).  Garg et al. (2005) suggests 

four motives where uniformity is more sustainable in MUF arrangements than SUF.  

Firstly, MUF is preferred when wide variations occur between units, which are more 

probable in a system which occupies several independent franchisees.  Therefore, it is 

assumed that under a MUF network, management practices are easily transferable 

and, subsequently, uniformity more possible (Kaufmann & Dant, 1996; Weaven & 

Frazer, 2007).  Secondly, free-riding can impede system uniformity.  Free-riding is 

suggested to be less likely in MUF arrangements because brand deterioration is more 

likely to influence multi-unit franchisees than a single-unit franchisee (Garg et al., 

2005; Robicheaux et al., 1994).  Thirdly, the multi-unit owner has a greater incentive 

to uphold system standards because there is a greater probability that the franchisor 

will deny further unit additions, if standards are eroded.  Finally, uniformity is easier 

to monitor in MUF in comparison to SUF.  In particular, MUF enables the franchisor 

to monitor the performance (that is, adherence to standards) of multiple locations 

because of contractual obligations concerning both quality and appearance of the units 

(Bradach, 1998).  Furthermore, uniformity is crucial in MUF arrangements because it 

enhances (1) brand name capital, (2) enables greater monitoring on part of the 

franchisor and, (3) uniformity is more detectable under a MUF arrangement (for 

example, size of mini-chains and contractual obligations of multi-unit owners) 

(Bradach, 1995, 1997, 1998; Sorenson & Sorenson, 2001; Yin & Zajac, 2004). 
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Within a MUF arrangement, uniformity may be better achieved through ADF and area 

representative agreements as opposed to IF and master franchising (Bradach, 1995).   

From an agency perspective, problems of adverse selection can present challenges for 

system uniformity. Maintaining uniformity appears to require a distinctive set of 

management expertises than that of a single-unit (Kaufmann & Dant, 1996; 

Grünhagen & Mittelstaedt, 2002; Sen, 2001).  In particular, ADF requires the area 

developer to employ or hire managers to execute a strategy with little or no 

supervision (Caves & Murphy, 1976; Kaufmann & Kim, 1992).  However, an 

incremental franchisee would be required to employ their own multi-tasking skills to 

achieve performance outcomes to a single-unit.  As additional units are acquired by 

the incremental franchisee, they would have to apply their single-unit skills to 

multiple unit operations.  Therefore, this would require these franchisees to undergo a 

transitional period in which to accommodate the addition of multi-units (Garg et al., 

2005).  However, the initial intentions of the area developer is to acquire a certain 

number of units upfront and, therefore, they often have the multi-unit skills (for 

example, human resource capabilities and resources) to accommodate a multi-unit 

arrangement, including addressing system standards of uniformity.  From an area 

representative perspective, an area representative is required to oversee individual 

franchisees as well as multi-unit operators.  Therefore, given that area representatives 

operate on behalf of the franchisor to guide and monitor franchisee behaviour, system 

uniformity is likely to be achieved.   

Similar to IF, a master franchise arrangement involves the master monitoring the 

performance of independent franchisees (Justis & Judd, 1986).  Therefore, it is likely 

that monitoring of individual franchisees would occur less frequently than in ADF.  

This is likely to occur as the primary objective of the master franchisee is to enhance 

unit growth as opposed to monitoring the performance and standards of individual 

franchisees (Kaufmann & Kim, 1995; Stern & El-Ansary, 1988). This also creates an 

environment which encourages franchisee shirking behaviour (that is, reduce effort) 

and enables franchisees to deviate from system standards with less effort. 

In addition, agency concerns of inefficient investments promote ADF over IF.  For 

example, area developers are aware of the administrative and management tasks 

involved in operating multi-units (Bodipo-Memba & Lee, 1997; Kaufmann & Kim, 
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1995).  Furthermore, area developers are more willing to invest in additional 

resources (for example, managerial and physical) to assist in the achievement of 

uniformity and further development of their territories/units (Garg et al., 2005).  In 

contrast, the same incentives are not apparent for IF or master franchising.  In IF, 

there is no guarantee that they will be awarded additional units and, therefore, there is 

less incentive to invest in further resources.  Given that Brickley and Dark (1987) 

suggest that geographically concentrated units should be collectively owned and 

operated in an effort to facilitate optimal investment decisions and efficient 

monitoring, master franchising would support the addition of resources.  However, 

master franchising involves the master growing the system through independent 

franchisees (Kaufmann & Kim, 1995) as opposed to ADF in which the one area 

developer owns all units within the territory. Therefore, master franchisees may be 

less willing to forgo additional financial resources to enable greater system uniformity 

as they will only partially benefit from the on-going royalty of the unit as opposed to 

all profits as in ADF. 

Finally, as the area developer is in control of several units as opposed to an 

incremental franchisee (that is, initially one with the possibility of additions), there 

may be less communication between the incremental franchisee comparable to an area 

developer.  Therefore, one can assume that the franchisor is likely to monitor the area 

developer with greater detail and, more frequently, to ensure uniformity than would 

occur with an IF.  Subsequently, this minimises the chance that the area developer 

will free-ride or de-emphasise the franchisor’s intention to ensure adherence to system 

uniformity (Garg et al., 2005).  In particular, failure to maintain uniformity may be 

more probable in IF (Sorenson & Sorenson, 2001).  For example, incremental 

franchisees occupying few units or those located in geographically distant markets 

may be inclined to free ride off the brand or trademark of the franchisor (Bradach, 

1995; Combs & Castrogiovanni, 1994; Fladmoe-Lindquist & Jacque, 1995). 

Therefore, in systems in which uniformity is crucial, ADF and area representative will 

be preferred over master franchising and incremental franchising because agency 

concerns of adverse selection, inefficient investment and free-riding is less 

problematic.  Thus, the following hypothesis is proposed: 
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HH22::        TThheerree  wwiillll  bbee  aa  ddiiffffeerreennccee  iinn  tthhee  eeffffeecctt  ooff  ssyysstteemm  uunniiffoorrmmiittyy  uuppoonn  ooppeerraattiioonnaall  

ppeerrffoorrmmaannccee  aaccrroossss  ddiiffffeerreenntt  mmuullttiippllee  uunniitt  ssttrruuccttuurreess  ((mmaasstteerr  ffrraanncchhiisseeee,,  aarreeaa  

ddeevveellooppmmeenntt,,  aarreeaa  rreepprreesseennttaattiivvee,,  iinnccrreemmeennttaall))..                              

 

4.3.3 Hypothesis Three: Local Responsiveness 

There is no clear definition within the literature contextualising local responsiveness.  

However, a common theme within the literature regarding local responsiveness is that 

it is recognised as a means by which organisations demonstrate ‘flexibility’ (for 

example, Pehrsson, 2007).  In this sense, organisations are characterised as 

understanding customer needs and adapting to heterogeneous markets (for example, 

Albaum, Strandskov & Duerr, 2002; Narver & Slater, 1990).  Prahalad and Doz 

(1987) suggest that customer needs are an accurate indicator for the integration of 

local responsiveness.  Moreover, markets which are homogeneous require limited 

market adaptation (Prahalad & Doz, 1987).  Alternatively, heterogeneous markets 

dictate greater local responsiveness by an organisation (Prahalad & Doz, 1987).  To 

substantiate the value of addressing local market issues, Sin et al. (2000) found that 

organisations which adapt to local market conditions often enhance organisational 

performance. 

 

Organisations compete in diverse and geographically dispersed local markets 

(Bradach, 1992).  Therefore, there is a greater need to respond to local needs and 

preferences to ensure the applicability of a franchise system in a new market.  Local 

responsiveness, according to Bradach (1992, 1995), is the third franchising imperative 

or management challenge.  Bradach (1992) suggests that franchisors need to employ 

either/or ‘tactical local response’ (p. 16) or ‘strategic local response’ (p. 16) to meet 

local conditions.  ‘Tactical local response’ is applied to accommodate management 

objectives of employing personnel, selecting suppliers, establishing pricing decisions 

and utilising appropriate marketing strategies to adapt to local consumer tastes 

(Bradach, 1992).  In addition, tactical responses are undertaken because they do not 

alter the standardised procedures or policies governing the franchise system (Bradach, 

1992).  An alternative tactic employed is the ‘strategic local response’ (Bradach, 

1992, p. 16) which implies that certain aspects of the uniform format may be modified 

to accommodate the idiosyncrasies of the local market.  More so, consumer 

preferences differ between markets and, subsequently there is a need to maximise 
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local market opportunities so as to reduce local market competition (Bradach, 1992).  

For example, The Cookie Man in China provided a ‘green tea’ flavoured cookie to 

accommodate local tastes and counter local competition offering similar products (for 

example, green tea muffins) (The Cookie Man, 2007). 

 

Early franchising literature assumes that franchisees contribute little but the initial 

upfront investment for the right to operate an outlet (Felstead, 1991; Rubin, 1978) 

applying polices and procedures stipulated by the franchisor.  However, often 

franchisors utilise the local environment or franchisee knowledge to adapt with 

relative ease into a foreign market.  In particular, it may be suggested that franchise 

systems apply either a pull or push strategy to generate customer interest and respond 

to local needs.  For example, fast-food franchisors often employ pull strategies (for 

example, intense advertising and promotion) to encourage consumer trial of their 

retail outlets.  On the other hand, specialty franchisors (for example, printing services) 

may adopt push strategies, relying on franchisee knowledge and specialisation, to 

acquire potential customers.  This implies that there are variations on the approach 

utilised by franchisors to adapt to local market needs.  Furthermore, franchisors 

indicate that franchisees are often found spending a considerable amount of time 

researching local market behaviours and adjusting system standards to meet local 

demands (Bradach, 1997; Preble & Hoffman, 1994; Phan, Butler & Lee, 1996).  

 

However, whilst Garg et al. (2005) suggest that variations are prevalent in the 

approach taken by franchisors, Bradach (1995) also identifies that the degree to which 

franchisors enable franchisees to respond to local market conditions also differs.  For 

example, Bradach (1998) found that larger more mature franchisors ‘allowed for 

greater latitude in varying elements of the uniform format in response to local 

circumstances’ (Bradach, 1998, p. 25) as opposed to smaller restaurant chains.  

Furthermore, the degree of local responsiveness was found to differ between 

industries.  In particular, Combs and Ketchen (2003) found that the degree of 

localisation was more prominent within the real estate industry in comparison to the 

restaurant industry. 

 

To validate the need of local responsiveness in multi-unit franchising arrangements, 

further discussion in relation to the four MUF governance structures is warranted. 
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4.3.3.1 Local responsiveness and MUF 

The single-unit franchising (SUF) form dictates that franchisees are likely to maintain 

greater knowledge and incentives in their local market and, therefore, be able to adapt 

to local conditions better than that found through MUF arrangements (Garg et al., 

2005).  This being so, single-unit franchisees are assumed to have more extensive 

understanding of local customer expectations than would a multi-unit owner, 

especially in situations where hired managers are employed.  Commonly, hired 

managers are required to move more often than owner operators and, therefore, it is 

likely that hired managers would lack some local market knowledge (Bradach, 1995).  

For example, in a study conducted by Darr, Argote and Epple (1995), hired managers 

were found to contribute to a 50 percent turnover rate in comparison to franchise 

contracts (Bond, 1999).  It is common for the length of the franchise contract to be 

between five to ten years (Bond, 1999) enhancing the acquisition and application of 

franchisee knowledge within the local market.   

 

Additionally, being locally responsive motivates SUF operators, as adapting system 

output may enhance business growth and enable the franchisee to charge a higher 

price for additional benefits.  Despite the additional effort required for being locally 

responsive, SUF operators are more inclined to do so because they are residual 

claimants (Lafontaine & Raynaud, 2002; Norton, 1988).  This suggests that hired 

managers may be more likely to shirk from local responsive obligations as they are 

employed on a salaried basis (Lafontaine, 1992).  However, although local 

responsiveness is an aspect found to determine system success in markets foreign to 

home operations, franchisee behaviour cannot easily be observed.  Consequently, 

there is a higher probability that franchisees may shirk system directives by 

incorporating unapproved additions to the system because the risk of detection is less 

(Eisenhardt, 1989).  Therefore, when the agent is a residual risk-bearer, efficient 

operations (even in the absence of close supervision) is more likely to be achieved in 

local markets (Brickely & Dark, 1987; Rubin, 1978). 

 

From a MUF perspective both Bradach (1992, 1995) and Garg et al. (2005) found that 

MUF is less suitable for local responsiveness in comparison to SUF.  However, both 

Bradach (1995) and Garg et al. (2005) acknowledge that differences exist in MUF 

arrangements between ADF and IF in relation to local responsiveness.  For example, 
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single-unit owners are generally required to substantiate their business abilities (prove 

system success) prior to being granted an additional unit; therefore, it appears 

plausible that they would have greater local market knowledge in comparison to ADF 

operators.  Moreover, given that single unit operators have greater incentives for local 

responsiveness (for example, charge higher prices), it is assumed the same to be true 

for incremental franchisees.  However, an ADF would have less of an incentive 

because they would be managed by employee managers as opposed to owner 

operators (that is, IF).  Furthermore, it appears that because additional units are added 

on a sequential basis, the incremental franchisee is likely to have greater contact with 

each unit and in accommodating local needs.  This also holds for situations in which 

the incremental franchisee needs to insert an additional layer to the system as it grows 

(that is, outlet managers).  Therefore, the gradual growth rate pertinent within IF 

would permit incremental franchisees to have greater control over outlet managers 

enabling the system to adapt even in cases where the system becomes large (Yin & 

Zajac, 2004).   

 

Similar to IF, master franchising would also facilitate local responsiveness.  Common 

within the literature, master franchising is recognised as an organisational form used 

when entering international markets (for example, Roh & Andrew, 1997; Zietlow & 

Hennart, 1996).   In most systems, the franchisor contracts to a local entity or 

individual in a foreign market as opposed to transferring an individual from the home 

market (Connell, 1997; Pine, Zhang & Qi, 2000).  As a result, the local entity or 

individual has considerable local market knowledge assisting the franchisor in the 

effective implementation of a franchise system, including operating procedures and 

standards (Kaufmann & Kim, 1995; Pine et al., 2000).  This ensures that appropriate 

practices governing a foreign market will be addressed because the master franchisee 

will have a thorough understanding of what factors may inhibit system suitability 

within the local market (Dant & Nasr, 1998; Doherty & Quinn, 1999; Kaufmann & 

Kim, 1995).  Under contractual terms and becoming more prominent within franchise 

systems, master franchisees are often required to develop one or more units prior to 

selling franchises or acquiring the role as the master franchisee for a region (Roh & 

Andrew, 1997).   This enables the master franchisee and franchisor to accommodate 

local needs and preferences prior to growing the system (that is, addition of many 
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units at once) and, subsequently, requiring changes at a later date to a number of units 

in the foreign market, which can prove costly.   

 

Alternatively, area representatives would be less effective in responding to local 

conditions.  Whilst the area representative ensures that franchisees maintain system 

standards and procedures, often area representatives have originated from the home 

market.  This being so, the area representative is assigned through the franchisor a 

specific territory to oversee (Lowell, 1991).  This suggests that the area representative 

would have limited market knowledge in relation to incremental franchisees and 

master franchisees where local market knowledge is considerable.  Therefore, on this 

basis, the following hypothesis is proposed: 

  

HH33::      TThheerree  wwiillll  bbee  aa  ddiiffffeerreennccee  iinn  tthhee  eeffffeecctt  ooff  llooccaall  rreessppoonnssiivveenneessss  uuppoonn  ooppeerraattiioonnaall  

ppeerrffoorrmmaannccee  aaccrroossss  ddiiffffeerreenntt  mmuullttiippllee  uunniitt  ssttrruuccttuurreess  ((mmaasstteerr  ffrraanncchhiisseeee,,  aarreeaa  

ddeevveellooppmmeenntt,,  aarreeaa  rreepprreesseennttaattiivvee,,  iinnccrreemmeennttaall))..    

  

4.3.4 Hypothesis Four: System-wide adaptation 

There is no succinct definition of what constitutes adaptation (Håkansson, 1982).  

Furthermore, the unqualified use of the term adaptation in the marketing literature is 

considered problematic, since it is considered unreasonable to define marketing itself 

as the process of adapting an organisation (Levitt, 1960).  However, whilst 

definitional issues surround adaptation, the strategic marketing management process 

is often conceptualised as a process of adaptation, whereby, the firm responds to 

changes in the broad marketing environment, the competitive environment and 

accommodates consumer preferences (Aaker, 1998; Jain, 2000).   In a broad context, 

previous research has principally examined adaptation in terms of evolution (for 

example, Feldmann, 2004; Ma Valle, 2002; Porath, 2003), social exchange (for 

example, Brennan, Turnball & Wilson, 2003; Canning & Hamner-Lloyd, 2002) and 

from a marketing theory standpoint (for example, Brennan et al., 2003; Ryans, 

Griffith & White, 2003). 

 

From a franchising perspective, adaptation is recognised as a notion closely associated 

with system uniformity (Garg et al., 2005; Kaufmann & Eroglu, 1998).  For example, 

the franchisor has to ensure consistency and the maintenance of system standards (that 
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is, uniformity) yet permits adaptation to local market conditions without causing harm 

to the reputation of the brand.  Given this, Kaufmann and Eroglu (1998) suggest that 

franchisors are required to make a trade-off between the benefits of standardisation 

and the benefits of adaptation and this is often necessary to meet the demands of local 

markets (Kaufmann & Eroglu, 1998) and support system success.  Through 

accommodating heterogeneous markets, franchisors are able to benefit from increased 

revenues and greater alignment of units within the system (Kaufmann & Eroglu, 

1998).   

 

Bradach (1995) suggests that system-wide adaptation consists of four stages: (1) 

developing new ideas, (2) assessing the suitability of ideas, (3) electing the most 

suitable ideas and, (4) employing the ideas.  Firstly, developing new ideas refers to the 

addition of new and existing franchisees into a franchise system; particularly in 

markets which are geographically dispersed, new ideas often arise to accommodate 

local market conditions.   Secondly, assessing the suitability of the ideas involves 

franchisees engaging in discussions with head management (that is, franchisors and/or 

head office management) to advocate the applicability of the idea.  The third and final 

stage (that is, electing the most suitable idea(s) and employing the ideas) work 

simultaneously and involves the franchisee electing whether to implement the idea 

(Bradach, 1995).  Although the franchisor retains overall control of the decisions 

implemented throughout the system, to preserve franchisor/franchisee relationships, 

the franchisor often works with the franchisee to agree on which ideas would work in 

the local market (that is, based on the opinion of the franchisee) (Bradach, 1995). 

 

To further substantiate the preference of system-wide adaptation within the 

franchising literature, research suggests that adaptation is often aligned with the 

‘peripheral elements’ (that is, adapted elements) of the franchise system (for example, 

hours of operation, parking) (Kaufmann & Eroglu, 1998).  In particular, anecdotal 

evidence from the retail sector in the United States indicates that the adaptation of the 

franchise package extends beyond the core offering (Doherty & Quinn, 1999).  For 

example, Marks and Spencer, an international company, work with their franchisees 

to identify the most suitable products and merchandise for each country and, 

subsequently, how best to display it (Marks and Spencer, 1997).  Similarly, the Body 

Shop adapts its pricing policy to meet local market conditions.  Specifically, countries 
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such as France dictate higher prices to enhance the overall quality of the product.  

This differs in Mexico, whereby products are priced to accommodate the economic 

climate of the country, hence, at a more affordable price to the consumer (Helfferich 

and Hinfelaar, 1995).  In response, Kaufmann and Eroglu (1998) suggest that there are 

three factors which substantiate the advantages of adaptation above standardisation in 

franchising. The three factors which confirm the benefits of adapting to heterogeneous 

markets include market differences, maturation effects and franchisee motivation. 

 

Firstly, market differences in income, consumer tastes and cultural distinctions extend 

the need for adaptation (Jain, 1989).  For example, often franchisors face challenges 

in relation to supply chains (that is, distribution).  The ability to distribute the product 

with relative ease in the home market may not be possible in additional markets, 

especially those regions which lack the common infrastructure (for example, Eastern 

European countries) found in most Western countries (for example, USA, Australia) 

or rural localities.   However, the stipulations embedded within the contract may force 

some franchisees to maintain system standards, which subsequently leads to below 

market demand.  This enables competitors to reap the benefits as they may be better 

suited and capable of adapting to local tastes and preferences (Kaufmann & Eroglu, 

1998). 

 

Secondly, maturation effects suggest that as the industry matures competition will 

increase leading to a greater number of competitors, technological improvements and 

product diversification.  These maturation effects comprise of three areas, namely, 

industry maturation, system maturation and franchisee maturation (Kaufmann & 

Eroglu, 1998).  Industry maturation suggests that as the industry becomes more 

established, there will be a need for greater segmentation and differentiation (Samiee 

& Roth, 1992) of the product offering.  This will enable franchise systems to prolong 

customers from switching to competitor products, particularly those which adapt to 

local market conditions (Kaufmann & Eroglu, 1998).  System maturation refers to a 

consumer becoming more familiar with the product as time progresses (Kaufmann & 

Eroglu, 1998).  Within the franchising context it is suggested that as a system matures, 

consumers obtain a thorough understanding of the core elements of the franchise 

system (for example, McDonalds).  Therefore, any additional change likely to occur 

through peripheral elements enables consumers to adapt to system changes with 
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relative ease (for example, healthy choice menu option) (Kaufmann & Eroglu, 1998).  

In contrast, franchisee maturation assumes that in the early stages of the relationship 

(that is, the franchisee and franchisor) the franchisee maintains core elements more 

predominately than peripheral elements.  However, as the franchisee acquires greater 

local market knowledge, they are more likely to use peripheral elements to adapt, 

hence, accommodate local needs and consumer requirements (Kaufmann & Eroglu, 

1998). 

 

Finally, franchisee motivation suggests that adaptation is preferred over 

standardisation for two primary reasons.  Firstly, most franchisees provide peripheral 

adaptations which can be utilised both within the franchisee unit and, additionally, 

benefit the entire franchise system, thus, enhancing franchisee satisfaction and profit 

generation (Kaufmann & Eroglu, 1998).  Secondly, franchisees may find alternative 

local supply chains which can provide system products that are more cost effective 

enabling greater economies of scale.  This is especially influential in systems whereby 

the franchisor negotiates with local sources to benefit the entire system (Kaufmann & 

Eroglu, 1998). 

 

System-wide adaptation, whilst common in many franchise networks, may vary in its 

usefulness depending on the multi-unit franchising arrangement employed.  

Therefore, system-wide adaptation from a multi-unit perspective warrants further 

discussion. 

 

4.3.4.1   System-wide adaptation and MUF 

When system-wide adaptation is necessary, MUF arrangements would be more 

effective over SUF.  In particular, from a multi-unit franchising point of view, system-

wide adaptation would be preferred in ADF and area representative agreements over 

IF and master franchising arrangements.  Agency problems in relation to system-wide 

adaptation are particularly pertinent in relation to IF.  Agency concerns of information 

asymmetry and moral hazard would impede the ability of the franchisor to control 

franchisee behaviour and their willingness to implement organisational processes 

(Doherty & Quinn, 1999; Sen, 2001).  Whilst franchisees are required to operate 

within the stipulations of the contract, independent franchisees may operate in 

accordance with their own self-interests against the objectives of the franchisor 
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(Bradach, 1995; Chow & Frazer, 2003; Doherty & Quinn, 1999).  In such 

circumstances, franchisee self-interest objectives would be difficult for the franchisor 

to monitor, particularly in large systems (Doherty & Quinn, 1999).   

 

Furthermore, given that IF only maintain a small number of units, system-wide 

adaptation would be difficult and costly to monitor across the entire franchise system, 

especially in remote locations.  For example, if the system comprised of 30 

independent units, of which, some occupied additional units (that is, IF) the franchisor 

would have to maintain and monitor each independent franchisee (that is, 30 

franchisees).  Similarly, master franchising would also be less effective in achieving 

system-wide adaptation.  Moreover, because the master franchisee may sub-lease to 

independent franchisees (ensuring that each franchisee within that territory adapts 

system processes) this may become problematic.  In particular, difficulties may arise 

because the master franchisee maintains less control over franchisees and it may be 

more difficult for the master franchisee to enforce implementation.  For example, 

Bradach (1995) found that individual franchisees often decide whether they wish to 

implement or choose to ignore a new system initiative and offer support (for example, 

Dant & Gundlach, 1998; Dant & Nasr, 1998).   

 

Alternatively, ADF and area representative franchising are more likely to achieve 

system-wide adaptation.  From an ADF perspective, the area developer is required to 

own and grow a specific territory with a predetermined number of units.  Therefore, 

under the control of the area developer, franchisors would be able to transfer 

knowledge (that is, reducing agency concerns of information asymmetry) and areas in 

need of adaptation to one area developer, who would subsequently instil information 

to hired managers throughout that territory.  This differs from IF as the franchisor 

must transfer the information to several independent franchisees and trust that the 

changes will be implemented.  Similarly, from an area representative perspective, the 

area representative would enable system-wide adaptation.  Area representatives are 

obligated to work on behalf of the franchisor within a designated territory(s).  For this 

reason, any changes that require modification or adaptation within the chain can be 

guided and monitored by the area representative.  Subsequently, this assures the 

franchisor that system adaptations are being maintained across the units within that 

 144



territory(s) in accordance with their requests.  Given the above discussion, the 

following hypothesis is presented: 

 

HH44::      TThheerree  wwiillll  bbee  aa  ddiiffffeerreennccee  iinn  tthhee  eeffffeecctt  ooff  ssyysstteemm--wwiiddee  aaddaappttaattiioonn  uuppoonn  

ooppeerraattiioonnaall  ppeerrffoorrmmaannccee  aaccrroossss  ddiiffffeerreenntt  mmuullttiippllee  uunniitt  ssttrruuccttuurreess  ((mmaasstteerr  

ffrraanncchhiisseeee,,  aarreeaa  ddeevveellooppmmeenntt,,  aarreeaa  rreepprreesseennttaattiivvee,,  iinnccrreemmeennttaall))..  

 

The following section analyses the literature pertaining to operational performance.  

Subsequently, this provides insight into the dimensionality of this construct and its 

relationship with the four franchising imperatives. 

 

4.3.5 Operating Performance 

Common within the management literature, operational performance falls under the 

umbrella term of performance measurement.  Performance measurement is a broad 

topic and a concept that is often examined within the literature (for example, Azzone, 

Masella & Bertele, 1991; Brown, 1996; Camarata & Camarata, 2000; Judson, 1990; 

Kaplan & Norton, 1992; Kennerley & Neely, 2001; Neely, 2002), however rarely 

defined (Neely, Gregory & Platts, 2005).  According to Neely et al. (2005), 

performance measurement is defined as ‘the process of quantifying action, where 

measurement is the process of quantification and action leads to performance’ (p. 

1228).  Previous examination of performance measurement has been explored in 

various fields.  Particular focus has concerned health care (for example, Purbey, 

Mukherjee, Bhar, 2007), growth (for example, Bracker, Keats & Pearson, 1988; 

Hudson, Smart & Bourne, 2001; Johnsen & McMahon, 2005), planning (Bracker et 

al., 1988; Lyles, Baird, Orris & Kuratko, 1993; Tapinos, Dyson & Meadows, 2005), 

small-to-medium enterprises (SMEs) (for example, Hudson et al., 2001; Johnsen & 

McMahon, 2005) and not-for profit organisations (Manville, 2007). 

 

Historically, the purpose of implementing performance measures was to monitor 

organisational progress and maintain organisational control (Nani, Dixon & Vollman, 

1990).  Monitoring and control of organisational standards enabled organisations to 

pursue strategies which lead to the achievement of the goals and objectives of the 

organisation (Nani et al., 1990).  However, today organisations are forced to become 

global enterprises in order to remain competitive.  Subsequently, it is imperative that 
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companies understand the key factors which drive organisational performance.  As a 

result, organisations are forced to reassess their corporate vision and ensure that their 

performance measurement systems are aligned with their strategic goals and 

objectives (Eccles, 1991; Kaplan, 1983; Gregory, 1993; Purbey et al., 2007).   

 

To broaden the performance measurement domain, particular focus has been given to 

the area of strategic performance measurement.  Initially, the concept of strategic 

performance measurement was developed in response to criticism founded within the 

traditional performance measurement system (Kaplan & Norton, 1993).  The 

traditional perspective of performance measurement was narrowly defined, relying on 

financial measures to determine organisational performance (for example, return on 

assets) (Bracker & Pearson, 1986; Dess & Robinson, 1984; Johnsen & McMahon, 

2005; Kaplan & Norton, 1993; Watson, 2002).  However, Kaplan and Norton (1992) 

suggest that financial measures, whilst worthy of inclusion, are limited in depth and 

largely focus on past performance of the organisation, thereby, excluding current and 

future performance.  Similarly, Venkatraman and Ramanujam (1986) suggest that in 

addition to financial performance indicators, business performance should emphasise 

operational performance measures or the ‘black box’ (p. 804) to determine operational 

success factors in conjunction with financial performance indicators.  Similarly, 

McLarney (2001) advocates that performance measures should exceed financial 

indictors so as to determine objective measures of organisational success. 

 

A number of frameworks have emerged to explain the development of performance 

measurement systems (for example, Azzone et al., 1991; Brown, 1996; Judson, 1990; 

Kaplan & Norton, 1992; Kennerley & Neely, 2001; Neely, 2002).  For example, the 

balanced performance measurement matrix developed by Keegan, Eiler and Jones 

(1989) examined both financial and non-financial indicators, however, was unable to 

link specific dimensions of business performance (Purby et al., 2007).  Additional 

measures have examined the business process view of performance measurement (for 

example, Judson, 1990; Lynch & Cross, 1991), time performance measurement 

matrixes (for example, Azzone et al., 1991), performance measurement frameworks 

based on input, process, output and outcome measures (for example, Brown, 1996) 

and, most recently, performance prisms (for example, Kennerley & Neely, 2001; 

Neely, 2002). 

 146



Popular within the management literature, the Balanced Scorecard developed by 

Kaplan and Norton (1992) is argued to most accurately explain performance (refer to 

Figure 4.2).  In particular, the Balance Scorecard accommodates past and current 

research by incorporating both financial and non-financial measures (that is, 

operational measures) to determine strategic alignment (Hudson et al., 2001; Kaplan 

& Norton, 1992).  The purpose of the Balance Scorecard is to integrate a multi-

faceted view of organisational performance (Atkinson & Brown, 2001).  Specifically, 

it examines four dimensions, namely, the financial perspective (for example, cash 

flow, return on investment), the internal business process perspective (for example, 

operations management), the customer’s perspective (for example, customer 

profitability) and, finally, the learning and growth perspective (for example, 

innovation, motivation) (Kaplan & Norton, 1992).  The four attributes which explain 

performance measures and, subsequently, comprise of the Balance Scorecard are 

outlined in Figure 4.2.   

 

Figure 4.2 The Balanced Scorecard 
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Source: Kaplan & Norton, 1992. 

 

For the purposes of this study and to align this framework with franchising, all four 

facets of the Balance Scorecard are examined.  As such, the specific elements which 
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to be explored in relation to each of the four dimensions of the Balance Scorecard 

from a franchising perspective are listed below: 

1. Financial perspective (that is, franchisor revenue growth, franchisor gross 

revenue); 

2. Internal business process perspective (that is, operations management, service 

and support, quality assurance systems and IT systems effectiveness); 

3. Customer’s perspective (that is, franchisee profitability, franchisee 

satisfaction, franchisee renewals); and 

4. Learning and growth perspective (that is, value of brand/franchise, research 

and development and information system capability). 

 

The popularity attributed to the Balance Scorecard has generated some criticism (for 

example, Brown, 1996; Fitzgerald et al., 1991; Lingle & Schiemann, 1996; Neely, 

2002). Criticism has labelled the Balance Scorecard as limited in its 

comprehensiveness (Neely, 2002).  Specifically, the Balance Scorecard fails to 

address several factors considered pertinent when examining business performance.  

For example, it does not address issues concerning competition, human resources, 

employee satisfaction and service quality (Brown, 1996; Fitzgerald et al., 1991; 

Lingle & Schiemann, 1996; Neely, 2002).  However, the Balance Scorecard is often 

cited as the most accurate measurement instrument in identifying the areas that drive 

organisational performance (Franco & Bourne, 2003; Manville, 2007).  Therefore, the 

Balance Scorecard forms part of this research to measure operational performance 

from a franchising perspective.   

 

Table 4.1 provides a summary of the hypotheses and Figure 4.3 provides a 

preliminary conceptual model of system operating performance in MUF, which will 

form the basis of this study. 
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Table 4.1 

Hypotheses developed for the study 

 

Construct No. Hypothesis 

 
System Growth  

 
H1 

 
 
 
 

 
There will be a difference in the effect of unit growth upon operational 
performance across different multiple unit structures (master franchisee, area 
development, area representative, incremental). 

 
Uniformity  

 
H2 

 
 
 
 

 
There will be a difference in the effect of system uniformity upon operational 
performance across different multiple unit structures (master franchisee, area 
development, area representative, incremental).               

 
Local Responsiveness  
 
 

 
H3 

 
 
 
 

 
There will be a difference in the effect of local responsiveness upon 
operational performance across different multiple unit structures (master 
franchisee, area development, area representative, incremental). 

 
System-wide Adaptation 

 
H4 

 
 
 
 

 
There will be a difference in the effect of system-wide adaptation upon 
operational performance across different multiple unit structures (master 
franchisee, area development, area representative, incremental). 

 

Source:  developed for this research. 
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Figure 4.3 

Preliminary conceptual model of system operating performance in multiple-unit franchising 

Source: developed for this research.
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4.4 CONCLUSION 

This chapter discussed the five areas of focus for this study. In particular, the five 

areas included the four franchising imperatives of (1) unit growth, (2) system 

uniformity, (3) local responsiveness and (4) system-wide adaptation, and operational 

performance.  More so, each construct was examined from two perspectives (1) from 

a general franchising perspective and (2) from a multi-unit perspective.  This resulted 

in the development of the four broad hypotheses of this study.  In addition, a 

conceptual model was included which depicted the hypothesised relations between the 

four franchising imperatives influence on operational performance across the four 

multi-unit governance structures. 
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CHAPTER 5 

METHODOLOGY 

 

A research design is the framework or plan for a study, used as a guide to 

collect and analyse data.  It is the blueprint that is followed to complete a 

study.  Thus a research design ensures that the study (1) will be relevant to the 

problem and (2) will use economical procedures (Churchill & Iacobucci, 

2005, p. 74). 

 

5.1 INTRODUCTION 

The preceding chapter outlined the hypotheses for this research.  This was based on 

an in-depth analysis of the four franchising imperatives and operational performance.  

The formation of a conceptual model was then presented based on the four hypotheses 

proposed.   

 

Chapter five details the research methodology.  This includes an analysis of the two 

research paradigms common within social research (that is, qualitative methodology 

and quantitative methodology).  Next, to ensure the researcher progresses through the 

appropriate stages of the research process, a research plan is identified.  The research 

plan details the three primary stages that this study employs: the preliminary planning 

stage, the research design stage and, finally, the implementation stage.  Figure 5.1 

provides an outline of the areas of focus in Chapter Five. 
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Figure 5. 1 

Outline of Chapter 5 

 

 

 

 

 

 

 

 

 

Quantitative method. 

Qualitative method. 

Research Paradigms 

Research Plan 

Conclusion 

Preliminary Planning  

Research Design 

Implementation 

Introduction 

 

Source: developed for this research. 

 

5.2 RESEARCH PARADIGMS 

There are a range of conceptual issues that have played an important role in the 

structure, process and purpose of social research.  Such conceptual issues are 

addressed in the context of research paradigms and, in the case of social research are 

used to provide guidelines upon which research is conducted (Kumar, 2005; 

Malhotra, Hall, Shaw & Oppenheim, 2006, 2008; McBurney, 1998; Neuman, 2003).  

Within the social research realm, there are two predominant research paradigms, 

namely, phenomenology and positivism (Buttery & Buttery, 1991; Malhotra et al., 

2006).  Positivist paradigms are argued to be both the traditional and dominant 

philosophies in social research (Belk, 1995; Buttery & Buttery, 1991; Hirschman, 

1993; Hunt, 1991; Malhotra et al., 2006), however, it is suggested that no single 

scientific method embodies the social research realm (Anderson, 1986; Brown, 1995; 

Thomson & Hirschman, 1995). In fact, some researchers suggest that both 

phenomenology and positivism are viewed as being along a continuum of core 

ontological assumptions (Hussey & Hussey, 1997). 
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The phenomenological approach views human behaviour from the eye of the beholder 

(Aaker, Kumar and Day, 2004).  More specifically, the phenomenology position 

views reality as a projection of human imagination and interaction, rather than reality 

as a concrete structure (Aaker et al., 2004; Hussey & Hussey, 1997).  By doing so, 

phenomenology enables the researcher to discover and understand the elements of 

decision making (Buttery & Buttery, 1991).  Subsequently, phenomenology is 

bounded by subjectivity and relativism and, thus, influenced by the means by which 

people live (Zikmund & Babin, 2007).  For this reason, relationships based on how 

people interact with their physical environment, people, situations and objects are the 

subject of analysis (Zikmund & Babin, 2007).  Therefore, the social phenomenon is 

bounded by the notion of meaning (for example, description, reflection and 

interpretation) rather than measurement (Aaker et al., 2004; Zikmund & Babin, 2007) 

and, consequently, aims to study reality from the inside rather than from the outside 

(Kupers, 1998; Ray, 1994; Sarantakos, 1993).    

 

Contrasting this perspective is the positivist approach, which is based on the facts or 

causes of social phenomena and is objective, simple and positive by nature and, 

therefore, disregards the subjective state of the individual (Babbie, 1998; Bulmer, 

1984; Gill & Johnson, 2002; Hussey & Hussey, 1997; Sarantakos, 1993).  The 

primary belief of the positivist methodology is the idea that both marketing and 

consumers should be imbedded in a scientific approach (Malhotra et al., 2006).  Thus, 

the essence of positivism surrounds the laws of explanation, anticipation and 

occurrence which, therefore, allow the chosen phenomena to be controlled (Guba & 

Lincoln, 1994; Hussey & Hussey, 1997; Sarantakos, 1993).  As this study aims to 

specify facts and predictions and explain relationships between franchising 

imperatives, franchising governance forms and operational performance, the positivist 

approach is adopted.   

 

5.3 METHODOLOGIES 

In social research, the methodology selected must work within the context of a certain 

framework that is compatible with the theoretical model of the research paradigm.  In 

other words, the research framework emulates the basic beliefs and assumptions of 

the chosen phenomena, which details the overall approach to the research process 

(Barker, Nancarrow & Spackman, 2001; Hussey & Hussey, 1997).  There are two 
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broad methodologies that have emerged in social research, qualitative 

(phenomenology) and quantitative (positivism) (Aaker et al., 2004; Bradley, 2007; 

Bulmer, 1984; Churchill & Iacobucci, 2005; Ghauri, Gronhaug & Kristianslund, 

1995; Malhotra et al., 2006). 

 

Qualitative methodology resides within the phenomenological field of philosophy and 

views the researcher as an active participant, inseparable from that of the subject 

under study (Hussey & Hussey, 1997).  This methodology is argued to involve the 

gathering of subjective information, which relies on verbal as opposed to statistical 

analysis (Burns & Bush, 2000).  Therefore, the purpose of qualitative research is to 

uncover what is in the consumer’s mind and, by doing so, enable the researcher to 

gather information on a particular idea from an individual’s perspective (Aaker et al., 

2004; Malhotra et al., 2006).  This allows the researcher to gain insight, explanation 

and in-depth information on a particular topic (Crouch and Housden, 2003; Malhotra 

et al., 2006), the results of which are often generalised, time and situation specific. 

Qualitative research, whilst gaining popularity within the social research realm, is 

suggested to lack the ‘critical elements of true reliability’ (Hair, Bush & Ortinau, 

2003, p. 213) common within quantitative research.  However, qualitative research 

does enable the researcher to capture sensitive information, complex phenomena and 

provide a holistic picture of the context of the phenomena (Malhotra et al., 2006).  

Furthermore, this type of methodology is deductive by nature, whereby particular 

instances are deduced from general inferences (Hussey & Hussey, 1997). 

 

On the other hand, quantitative methodology is contained within the positivist field of 

philosophy (Allison et al., 1996; Churchill & Iacobucci, 2005; Hussey & Hussey, 

1997; Malhotra et al., 2006) and views the researcher’s role as passive and separate 

from the subject under study.  This methodology is argued to involve the gathering of 

objective information and relies heavily on the use of statistical analysis (Malhotra et 

al., 2006).  For example, Malhotra et al. (2006) contend that the positivism approach 

suggests that marketing should be viewed from a ‘scientific’ (p.179) perspective.  In 

doing so, it is suggested that the purpose of marketing research is to establish casual 

laws which assist both in the explanation and prediction of marketing phenomena 
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(Malhotra et al., 2006) based on identifying a minimum level of information or facts.  

This enables the research to maintain ‘objectivity, rigour and measurement’ (Malhotra 

et al., 2006, p. 176).   

 

In addition, the positivist paradigm dictates that researchers are to maintain a strict 

procedure, which often involves the use of structured questions, pre-determined 

response options and a large number of respondents (Burns & Bush, 1995; Hair et al., 

2003; Kinnear, Taylor, Johnson & Armstrong, 1993).  Furthermore, this type of 

methodology is inductive by nature (Hussey & Hussey, 1997), whereby specific 

instances induce a general rule or conclusion (Hussey & Hussey, 1997).   Table 5.1 

provides an overview of the features embracing each of the two paradigms: positivist 

and phenomenology. 

 

Table 5.1 Paradigm features 

Paradigm  Positivist   Phenomenologist  
_____________________________________________________________________ 
   Objective and singular  Subjective and multiple 

   Independent of each other  Interacting with each other 

   Value-free = unbiased  Value-laden = biased 

   Formal and impersonal  Informal and personal 

   Simple determinist  Freedom of will 

   Cause and effect   Multiple influences 

   Static research design  Evolving design 

   Context-free   Context-bound 

   Laboratory   Field/ ethnography 

   Prediction and control  Understanding and insight 

   Reliability and validity  Perceptive decision making 

   Representative surveys  Theoretical sampling 

   Experimental design  Case Studies 

   Deductive   Inductive 

___________________________________________________________________________________ 

Source:  Adapted from Hair, Bush & Ortinau, 2003; Malhotra et al., 2006. 
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In order to effectively address the research question posed in Chapter Three and 

hypotheses presented in Chapter Four, a quantitative (that is, positivists approach) 

methodology was chosen.  This decision was made on the basis that an objective view 

of external factors requiring specific information was needed (Burns & Bush, 2000).  

To further support this, several studies completed within the franchising sector (for 

example, Abell, 1990, Alon, 2000; Garg et al., 2005; Lafontaine, 1992; Shane 1996a) 

as previously discussed in Chapters Three and Four, have effectively employed this 

type of methodology.  Having selected the appropriate research methodology for this 

study, a systematic approach to the research design is undertaken. 

 

5.4 THE RESEARCH DESIGN 

The research design process provides a systematic, planned approach to the research 

project from conception through to the final analysis (Aaker et al., 2004).  By 

definition, the research design is ‘the framework or plan for a study, used as a guide to 

collect and analyse data’ (Churchill & Iacobucci, 2005, p. 74).  The research design 

process encompasses a number of steps that often interact and occur simultaneously, 

rather than as a sequential series of distinct or separate steps (Hawkins & Tull, 1994).  

Moreover, the steps do not occur in isolation, as they are embedded in the ongoing 

planning process that assists in the development of strategies and programs for the 

research project (Aaker et al., 2004).  The research design process developed by 

Aaker et al. (2004) was adopted as the framework to guide this study.  

 

The model, shown in Figure 5.2, depicts a nine-step research process divided into 

three sequential stages: the preliminary planning stage, the research design stage and 

the implementation stage (Aaker et al., 2004).  This process illustrates a top-down 

approach, which represents the general order in which decisions are made and 

specifies the methods and procedures for collecting and analysing the information 

required (Burns & Bush, 2000).  Initially, the preliminary planning stage involves 

defining the research problem and objectives and estimating the value of information 

to be provided in the research.  Secondly, the research design stage involves selecting 

the research approach (that is, data collection method(s), the measurement technique 

and the appropriate sample) and identifying and/or developing the research tactics (for 
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example, scale development, anticipated analysis).  Thirdly, this is followed by the 

implementation stage which involves comparing the anticipated value and cost of the 

research and analysing the data.  Finally, based on the data collection and analysis 

techniques employed, conclusions and recommendations are drawn. 

 

Figure 5.2 provides the framework upon which the current study is designed.  As 

such, the forthcoming discussion follows, in sequential order, the process of this 

model.  Having defined the research problem and having established the value of the 

research in Chapters One, Two, Three and Four, the research approach (that is, 

selection of the data collection method) followed by the research tactics begins the 

discussion. 
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Figure 5.2 Research Design and Implementation 
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5.4.1 Research approach 

Aaker et al. (2004) identifies three research approaches that can be utilised: 

exploratory, descriptive and casual research.  Exploratory research is often used to 

identify problems or opportunities by attempting to clarify ambiguous situations or 

ascertain ideas (Zikmund & Babin, 2007).  Therefore, it is suggested that exploratory 

research is not intended to present conclusive information (Hair et al., 2003; Zikmund 

& Babin, 2007).  The primary purpose of exploratory research is to investigate areas 

where little information is known (Kumar, 2005) and, therefore, information needed is 

often only loosely defined (Malhotra et al., 2008).   

 

Descriptive research is defined as the process by which research is undertaken to 

describe key characteristics of people, organisations and our physical surroundings 

(Zikmund & Babin, 2007).  For example, researchers often study existing 

characteristics in relation to individual attitudes, intentions and purchase behaviours 

of a distinct population (Hair et al., 2003).  Typically, within descriptive research the 

researcher is well-informed of the situation under investigation.  Subsequently, this 

suggests that the information required is clearly defined (Malhotra et al., 2006) and, 

therefore, hypotheses are generally pre-established (Malhotra et al., 2006, 2008).  

Common within descriptive research, specific inferences about individuals, 

organisations and the environment are able to be drawn (Hair et al., 2003).  However, 

descriptive research is limited as it cannot accurately conclude why things may occur 

in relation to a research problem (Hair et al., 2003). 

 

Casual research, on the other hand, is used to explain the cause-and-effect 

relationship between two or more variables under investigation (Malhotra et al., 

2008).  Moreover, casual research enables the researcher to both determine: (1) which 

variables are the cause (independent variables) and which variables are the effect 

(dependent variables) of a specific phenomenon and, (2) the nature of the relationship 

between the cause and effect variables (Malhotra et al., 2008).  Casual research is 

considered more powerful than both exploratory and descriptive research as the 

researcher often has greater control over the situation (Malhotra et al., 2008; Zikmund 

& Babin, 2007).   
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For the purpose of this study, the framework for which the conceptual model is based 

denotes the researcher utilise a descriptive approach.   Descriptive research enables 

the hypotheses presented in Chapter Four to be addressed.  Specifically, this is so 

because the hypotheses are pre-established and clearly defined, a characteristic of 

descriptive research and, subsequently, specific inferences can be drawn (Hair et al., 

2003). 

 

Stage Two of the research design includes the choice of data collection methods.  The 

hypotheses presented in Chapter Four suggest that primary data is required in order to 

effectively address each of the hypotheses presented.  There are several methods 

which can be used to assist in the collection of primary data: experimental, qualitative 

and survey.  For the purpose of this study, the survey method was chosen as the most 

appropriate for this research, as the survey method was currently found to be the most 

common approach utilised within the franchising domain (for example, Bercovitz, 

2003; Garg et al., 2005; Kalnins & Lafontaine, 2004; Kaufmann & Dant, 1996).  

Survey research requires participants to respond to a set of verbal or written questions 

in order to determine the participant’s attitude or feelings towards a certain issue 

(McBurney, 1998; Zikmund & Babin, 2007).  Furthermore, it is a quick, inexpensive, 

efficient and an accurate means of assessing information about a population (Zikmund 

& Bain, 2007).  On this basis, survey research was deemed the most appropriate 

method of data collection. 

 

Survey methods can be broadly categorised (McBurney, 1998) according to the mode 

of administration, for example, person-administered, self-administered (Aaker et al., 

2004) and most recently, on-line administered (Aaker et al., 2004; Malhotra et al., 

2006), the strengths and weaknesses of which are described in Table 5.2.   The 

advantages of using one survey technique over the other depend, in part, on the type 

of study, information required and cost and time restraints.  While person-

administered surveys are argued to be the most effective way of enlisting cooperation, 

enabling feedback, maintaining quality control and obtaining more detailed responses, 

there are a number of disadvantages (Burns & Bush, 1995).  For example, respondents 

are not anonymous and, therefore, may be reluctant to provide certain information.  In 
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addition, the cost of data collection is high and, in some instances, the interviewer can 

bias the respondent’s answers through body language and further probing (Burns & 

Bush, 2000; Zikmund & Babin, 2007).   

 

Table 5.2  Strengths & Weaknesses of Data Collection Methods 

Survey Method  Definition   Strengths   Weaknesses 

Person-administered  Interviewer reads  Feedback   Slower 

   questions to the  Rapport   Prone to error 

   respondents and  Quality Control  Respondents  

   records answers  Adaptability  reactions to 

         interviewer 
    

 

Self-administered  Respondents complete  Reduced cost  Non-response 

   survey on their own  Respondents control  Question answered  

      No interviewer bias  erroneously 

      Large samples  Control in the hands of  

      Perceived as more  respondents 

      anonymous 

      Rapid data collection 

      Ease of presenting questions 

 

On-line administered  Respondents complete survey  High response rates  Self-selection to part. 

   on-line    Greater response accuracy Reduce novelty 

      Reduce lead time and data time Unrepresentative of  

      Less expensive  population 

      Global reach  Shorter attention span 

      Higher level of question  Lack of interpersonal  

      completion  contact 

      More enjoyable  Preference for anonymity 

 

 

Source:  Aaker et al. (2004); Bush & Burns (2000, 1995); Cooper & Schindler (2001); Malhotra et al. (2006,    

              2008) 

 

In contrast, self-administered surveys are more cost effective, not biased by the 

interviewer, provide the respondent with anonymity and the ability to respond at a 

time convenient to themselves.  However, one of the major weaknesses of this method 

is that response rates are often low, thus, it is common practice for the researcher to 
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provide an incentive to increase the respondent’s willingness to participate in the 

study (Burns & Bush, 2000; Zikmund & Babin, 2007). 

 

Finally, on-line administered surveys (that is, computer) are free from errors and 

interviewer bias, allow for fast data collection and the use of visual aids and graphics, 

and are by no means limited by geographical boundaries (McBurney, 1998; Zikmund 

& Babin, 2007).  In addition, on-line surveys (that is, computer) are similar to self-

administered surveys in that they are considered less cost prohibitive (Malhotra et al., 

2006).  Furthermore, on-line surveys can be completed at the participants own pace 

and convenience leading to higher response rates.  However, on-line surveys do pose 

two distinct disadvantages: (1) possible non-representativeness of the population and, 

(2) no opportunity to encourage respondents to participate or assist them if they need 

assistance (Malhotra et al., 2006).   

 

Having given careful consideration to the strengths and weaknesses of the different 

survey types, the on-line survey method was chosen for this study.  The rationale 

behind this decision was based on two distinct factors.  Firstly, on-line surveys are 

extremely cost effective and, secondly, online surveys induce a higher response rate 

than alternate survey methods (for example, mail surveys) (Malhotra et al., 2006). 

Having selected the most appropriate data collection method and mode of 

administration, the next step was to select the research tactics. 

 

5.4.2 Research tactics 

Having identified and determined the appropriate data collection method, the research 

tactics are the final step involved in the research design phase (Aaker et al., 2004).  

The research tactics stage involves several factors including developing the measures, 

constructing the questionnaire, designing the experiments, designing the sampling 

plan and, finally, identifying the anticipated analysis (Aaker et al., 2004). Figure 5.3 

outlines a two-phase scale development process that was undertaken to develop the 

scale (phase one) and enable the construction of the survey for hypotheses testing 

(phase two).   
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Figure 5.3 Two-Phase Scale Development Process 
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Source: developed for this research. 

 

Phase One includes a mixed methods approach adopting both a qualitative and 

quantitative process (as outlined in Figure 5.3).  From a qualitative perspective, 

convergent interviews were conducted.  From the interviews, a number of items were 

generated for the development of the scale to be used in the final survey.  These items 

were further validated by a panel of marketing and scale development experts. 

Following this, a quantitative process was employed, whereby scale purification was 

achieved through statistical analysis.  The data was then ready for inclusion in a pilot 

survey.  
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Phase Two (as outlined in Figure 5.3) adopted a quantitative approach which involved 

three sequential steps.  Firstly, the items generated from Phase One were compiled for 

inclusion in a draft survey. Pilot testing enabled the refinement, deletion and addition 

of items to the survey and adaptation of the survey to the appropriate format. This 

resulted in the production of a final survey instrument used to collect the data in order 

to address the hypotheses of this study (refer to Appendix ‘A’ for survey instrument). 

 

5.4.2.1 Phase One: Scale Development 

The literature presents scale development as a growth industry (Clark & Watson, 

1995) as it continues to fulfil many theoretically driven areas unmet within the social 

sciences (Clark & Watson, 1995).  The primary goal of scale development is to create 

a valid measure of an underlying construct (De Vaus, 1996; DeVellis, 2003). The 

literature presents no clear definition of what constitutes scale development, however 

predominately scale development is referred to as a means of measurement (DeVellis, 

2003).  According to DeVellis (2003) measurement is a ‘fundamental activity of 

science’ (p. 2).  By definition, measurement is the ‘assignment of numerals in such a 

way as to correspond to different degrees of quality…or property of some object or 

event’ (Duncan, 1984, p. 126).   Furthermore, measurement instruments enable 

researchers to identify a collection of several items which represent theoretical 

constructs and form the basis of the development of scale instruments (DeVellis, 

2003).   

 

There are several advantages and disadvantages presented in the literature relating to 

the development of scales.  Numerous advantages have been proposed in the use of 

scaling techniques (McMullan, 2005).  Firstly, scale techniques enable comparisons to 

be made in relation to two results over a period in time from the same measure to 

ensure stability (Rajecki, 1990).  Secondly, scales enable complex concepts to be 

measured using multiple indicators as opposed to one (De Vaus, 1996) which limits 

distortions often found in single observations (Churchill, 1979; McMullan, 2005).  

Thirdly, scales provide greater accuracy, specifically in relation to the classification of 

groups and the differences and similarities among groups (Churchill, 1979; Green, 

Tull & Albaum, 1988).  Finally, by summarising the content of information presented 

by a number of questions into one variable, the analysis is often simplified 

(McMullan, 2005).   
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In contrast, there are several disadvantages associated with scale development.  

Specifically, problems are associated with the wording and interpretation of the 

questions which can impede the validity of the scale (Oskamp, 1991).  This can result 

in the items of measurement representing certain constructs incorrectly.  Furthermore, 

researchers have the tendency to downgrade the importance of appropriate scaling 

techniques, often, suggesting that scaling is secondary to the scientific justification of 

the study (DeVellis, 2003).  Finally, problems can occur when the researcher fails to 

employ appropriate scales.  For example, common within the social sciences, 

researchers reduce the number of items in a scale in order to shorten the survey, thus, 

enhancing the respondent’s willingness to participate in the research (DeVellis, 2003). 

 

A four-stage process adapted from DeVellis (2003) provides the framework for the 

development of the franchising imperative scale.  Specifically, the four-stage process 

includes: (1) a preliminary study (that is, the process of convergent interviewing), (2) 

the generation of appropriate items, (3) the evaluation of items through an expert 

panel and, finally, (4) item purification (DeVellis, 2003).  The following section 

provides a detailed discussion of the four-stage process. 

 

5.4.2.1.1 Preliminary Study – Qualitative Methodology and Results 

A number of preliminary in-depth interviews were conducted with a sample of 

Australian franchisors to produce a broader understanding of the areas relevant to 

franchising, multi-unit arrangements and the influence of the four franchising 

imperatives (that is, unit growth, system uniformity, local responsiveness and system-

wide adaptation).  To clarify the specific issues and, more so, generate items 

considered representative of the four franchising imperatives (not available in the 

extant literature) and operational performance, a number of convergent interviews 

with a sample of Australian franchisors were conducted.  The interviews were 

employed to identify franchisors’ opinions in relation to (1) multi-unit franchising, (2) 

the specific characteristics representative of the four franchising imperatives and (3) 

operational performance.  Appendix B provides a comprehensive overview of the 

convergent interview process, including sample characteristics, the interview process 

(planning and management), data interpretation and analysis of the convergent 

interviews.  In summary, the convergent interviews assisted in the identification of 
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common themes that typified each of the five constructs (that is, franchising 

imperatives and operational performance).  The following section provides a 

overview of the process undertaken for item pool generation. 

 

5.4.2.1.2 Generate an Item Pool 

According to Clarke and Watson (1995) the primary objective of the creation of an 

item pool is to identify all the information presented that is deemed relevant to the 

constructs under examination.  As a result, a total of 48 items based on the convergent 

interviews and guided by the literature were generated.  Added to this were another 5 

demographic variables (for the purposes of sample profile description), bringing the 

total number of items ready for further evaluation to be fifty-three.  To ensure that the 

items accurately reflected the constructs under investigation, an expert panel was then 

asked to evaluate the items. 

 

5.4.2.1.3 Evaluation by Panel of Experts 

A panel of experts was utilised to assist in the refinement and validation of the initial 

items (McMullan, 2005).  The panel consisted of five marketing experts; two 

academics who specialised within the area of franchising; and three marketing 

academics familiar with the process of scale development.  The panel was provided 

with a definition of each of the constructs, along with the generated items and asked 

to rate each item as either “representative” or “not representative” of their respective 

definitions.  In addition, the panel was asked to evaluate each item for clarity and 

conciseness to avoid any confusion or ambiguity (DeVellis, 2003).  Those items that 

were not rated as representative by at least 75 percent of the panel were deleted from 

the item pool.  This resulted in the deletion of 3 items due to insufficient face and 

content validity. Finally, as recommended by DeVellis (2003), the panel of experts 

were asked to suggest additional items that could be included into the scale to further 

tap the phenomena of interest.  This step provide very beneficial as the panel was 

instrumental in suggesting a further 21 items for inclusion in the scales. Table 5.3 

outlines the five constructs and survey items that were either deleted or added to the 

scale. 
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Table 5.3 Changes made to Scale Development survey items 

Construct Changes Made Examples Outcome 
Unit growth Addition of 3 

items 
 
 
Deletion of 3 items 

“In our system we continuously 
have a large number of 
franchise units opening” 
 
“Maintaining strong we 
presence in our system is 
important”  

 
Unchanged 

System uniformity Addition of 1 item “Every franchisee has to 
meticulously follow the 
standards, rules and procedures 
we have developed for our 
system” 

 
+ 1 item 

Local 
responsiveness 

Addition of 2 
items 

“We encourage franchisees to 
make important decisions 
without waiting for our 
approval so that they can 
respond to local competition” 
 
“In our system we allow 
changes to the brand in foreign 
markets” 
 

 
+ 2 items 

System-wide 
adaptation 

Addition of 6 
items 

“We modify products within 
our system to accommodate the 
needs of different markets” 
 
“We modify or amend products 
and/or processes in our system 
to keep up with competitor 
products” 

 
+ 6 items 

Operational 
performance 

Addition of 12 
items 
 

“We have a low level of 
franchisee non-renewals” 
 
“Conflict within our franchisor-
franchisee relationship is 
minimal” 
 
“Ensuring franchisees support 
the vision and mission of our 
system is important in our 
strategic planning” 

 
+12 items 

Total Items in Draft 
Survey 
 

  75 items (inc.  
6 demographic 
variables 

 

Source: developed for this research. 
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Having finalised the items to be included in the scale development survey, further 

considerations included scaling and response formatting, and survey design. 

 

Scaling and Response Formatting 

Consideration must be given to the characteristics that encompass a scale, such as the 

difficulty of the generated items, type of scale, number of scale points and reverse 

scoring (Churchill & Iacobucci, 2005).  In addition, it is important that the researcher 

balances the compatibility of the generated items with that of the measurement 

format.  Furthermore, the adoption of an appropriate scale can be influenced by the 

nature of the problem, mode of administration, the characteristics of respondents, their 

commitment to the task and their experience and ability to respond (Churchill & 

Iacobucci, 2002, 2005).  Aaker et al. (2007) and DeVellis (2003) identify several 

multiple item scales used within the social sciences, including the Likert scale, 

Thurston scale, Guttman scale, Semantic-differential scale, Stapel scale and Profile 

Analysis scale.  However, popular within the social sciences, both the Semantic 

Differential Scale and the Likert Scale are the most widely adopted and effectively 

used scaling techniques (Aaker et al., 2004; Kinnear et al., 1993).   

 

The Semantic Differential Scale is a scale primarily used for attitude research 

(DeVellis, 2003) and is used to test one or more stimuli (DeVellis, 2003).  The 

purpose of the Semantic Differential Scale is to use bipolar adverbs and adjectives 

(for example, good/bad, competitive/non-competitive) as the end points on the 

continuum (DeVellis, 2003; Hair et al., 2003).  However, a common disadvantage of 

the Semantic Differential Scale is that it utilises between five to nine scale descriptors 

whereby only the end points are labelled.   

 

However, for this study, the Likert Scale was deemed the most appropriate. The 

rationale for this is that Likert scales are a common scaling format used by researchers 

within the social sciences (DeVellis, 2003).  Furthermore, Likert scales are commonly 

used to measure opinions, beliefs and attitudes (DeVellis, 2003; Ryan & Garland, 

1999), all of which provide the focus of this study.  In addition, Sarantakos (1993) 

advocates that Likert scales usually have a high degree of validity and reliability and 

have the ability to provide single scores from a set of items.   
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A seven-point Likert scale was selected for this study as it allows the researcher to 

effectively capture the direction and magnitude of responses (Ryan and Garland, 

1999).  Aaker et al. (2004) and Hair et al. (2003) further encourage the use of such a 

scale because the response options incorporate a mid-point, allowing the respondents 

to select a neutral position.  Despite several studies expressing concern for the use of a 

mid-point (Booth, 1988; Ryan & Garland, 1999), Schuman and Presser (1981) 

contend that it is likely that, in some instances, people genuinely have no opinion and, 

as such, the neutral point was validated for inclusion in this study. 

 

The final consideration was labelling options.  It was decided, based on the 

recommendations of Cooper and Emory (1995), that scale points should be labelled at 

all points on the continuum in order to increase the reliability of the survey 

instrument.  The example below illustrates the scale labels used in this study. 

 
Our number of units within our system grows each year. 
 
Strongly          Disagree      Slightly          Undecided Slightly            Agree          Strongly 
Disagree                            Disagree             Agree                                    Agree 
      1                      2                 3                      4                      5                     6                    7 
 

Survey Design 

The survey design stage, according to Aaker et al. (2007), is imperative as the 

sequence of questions will determine two main factors: (1) the respondent’s 

willingness to participate in the research and (2) how easy it will be to administer the 

survey instrument.  In addition, Aaker et al. (2007) suggest that the design of the 

survey will be influenced by the order in which the questions are presented to the 

respondent.  More so, the format, spacing and positioning of questions can have a 

significant effect on the results (Malhotra et al., 2006).  Consequently, Aaker et al. 

(2007) suggests that broad, general questions should be at the beginning of the survey 

instrument, followed by simple and direct questions, focused questions and, finally, 

personal or sensitive questions (Burns & Bush, 1995).  For example, demographic 

questions, that could be considered to be sensitive, should complete the survey 

instrument.  Finally, the survey should be visually appealing and readable. As such, 

all of these considerations were taken into account prior to producing the survey for 

data collection to commence. 
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5.4.2.2  Phase Two: Pilot Testing 

To facilitate Phase Two of the research process, pilot testing of the survey instrument 

to validate the items generated from the convergent interviews and expert panel was 

undertaken.  The purpose of a pilot test is to pre-test the survey instrument (Hoyle, 

Harris & Judd, 2002; Malhotra et al., 2006).  In addition, pilot testing enables the 

researcher to verify that the survey instrument is well-formulated, addresses the 

researcher’s expectations and provides opportunity to overcome deficiencies in the 

survey (Aaker et al., 2007; Kumar, 2005; Malhotra et al., 2006; Zikmund & Babin, 

2007).   

 

A random sample of two hundred and fifty managing directors/chief executive 

officers of multi-unit franchise systems in Australia was selected for the 

administration of the on-line pilot survey.  This resulted in a total of 89 usable surveys 

being returned, representing a 36% response rate. Demographics of this sample 

appear in Table 5.4.  Data was analysed via correlation analysis, factor analysis and 

reliability analysis.  The result was that a number of items were removed as they did 

not meet the appropriate criteria for factor analysis, or did not demonstrate internal 

consistency via reliability analysis.  The analysis and a brief description of the 

deletion process are described on a construct by construct basis below. 

 

System Growth:  Eleven items measuring system growth were analysed via 

correlation analysis, factor analysis and reliability analysis.  A total of five items were 

removed due to insufficient factor loadings, that is, < .50 (v7 and v11) and high cross 

loadings, that is, >.40 (v1, v4, v8).  The remaining items (v2, v3, v5, v6, v9, v10) all 

exhibited strong factor loadings and good internal consistency with Cronbach’s alpha 

being .79 and 69% of the variance in the construct being explained by the remaining 

six items. 
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Table 5.4   Profile of Respondents (Pilot survey instrument) 
 
Variable Category Response (%) 
Industry category Retail trade non-food 31% 
 Property and business services 5% 
 Retail trade food 34% 
 Personal and other services 17% 
 Finance and Insurance 6% 
 Education 2% 
 Communications/telecommunications 4% 
 Unclassified 1% 
   
Number of units 0-50 43.5% 
 51-100 17.5% 
 101-150 12% 
 151-200 5% 
 201-250 1% 
 251-300 4% 
 Above 300 17% 
   
Year begin operating 2000-2007 11% 
 1990-1999 33.5% 
 1980-1989 31% 
 1970-1979 13% 
 Prior 1970 5% 
   
Year begin franchising 2000-2007 20% 
 1990-1999 42% 
 1980-1989 34% 
 1970-1979 3% 
 Prior 1970 0% 
   
Number of company-owned units 0-5 83% 
 6-10 9% 
 11-15 2% 
 16-20 0% 
 Above 20 6% 
   
Number of franchised-owned units 0-50 38% 
 51-100 25% 
 101-150 9% 
 151-200 4% 
 201-250 1% 
 251-300 5% 
 Above 300 18% 

 
Source: developed for this research. 
 

System Uniformity: Twelve items measuring system uniformity were analysed via 

correlation analysis, factor analysis and reliability analysis.  Four items were removed 

due to high cross loadings, that is, >.40 (v16, v19, v22and v23) and one item (v20) 

due to insufficient factor loading, less than the recommended 0.5.  The remaining 

items (v12, v13, v14, v15, v17, v18 and v21) all exhibited strong factor loadings and 

good internal consistency with Cronbach’s alpha being .83 and 54% of the variance in 

the construct being explained by the remaining six items. 
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Local Responsiveness:  Eleven items measuring local responsiveness underwent the 

preliminary analysis. A total of five items were removed due to two items with low 

factor loadings (v32 and v34) and a further three items reducing alpha. As a result, 

v24, v25, v26, v27, v28 and v29) were retained.  These items explained 78% of the 

variance, with a Cronbach’s alpha of .65 (Hair et al., 1998). 

 

System-wide Adaptation: Thirteen items measuring system-wide adaptation were 

analysed via correlation analysis, factor analysis and reliability analysis.  Five items 

(v35, v38, v41, v46 and v47) were removed due to high cross loadings.  The 

remaining eight items (v36, v37, v39, v40, v42, v43, v44 and v45) explained 65% of 

the variance and demonstrated good internal consistency with a Cronbach’s alpha of 

.86. 

 

Operational Performance: Twenty-two items underwent the preliminary analysis. 

Specifically, v48, v54, v56, v59, v62, v65, v69 were removed because they exhibited 

low factor loadings, less than 0.5 (Hair et al., 1998).  In addition, v58 was removed 

because it significantly reduced alpha.  As a result, 14 items were retained (v49, v50, 

v51, v52, v53, v55, v57, v60, v61, v63, v64, v66, v67 and v68), which explained 66% 

of the variance and with a strong Cronbach’s alpha of .91. 
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Table 5.5 Changes made to Draft Scale Development survey items for Final Survey 

Construct Changes Made Variables removed Examples Outcome/ reliability 
Unit growth Removal of 5 items 

 
 

v1, v4, v7, v8, v11 In our system, expanding into a 
large number of countries is 
important in our strategic planning
  
 
The number of units in our system is 
more important than the quality of 
our system 

 
- 5 items                .79 

System uniformity 
 

Removal of 5 items v16, v19, v20, v22, v23 Initial and on-going training is 
important to ensure consistency and 
maintain standards of our system 
 
Clear and informative manuals are 
important to enable franchisee 
adherence to system standards 

 
- 5 items                .83 

Local responsiveness 
 

Removal of 5 items v30, v31, v32, v33, v34 It is important in our system to 
provide a strong field support team 
to assist the local development of 
franchisees 
 
In our system we allow changes to 
the brand to assist local markets 

 
- 5 items                .65 

System-wide adaptation 
 

Removal of 5 items v35, v38, v41, v46, v47 Adapting the system overtime is 
important in our network 
 
We are willing to implement new 
ideas founded by the franchisee 

 
- 5 items                .86 

Operational performance 
 

Removal of 8 items v48, v54, v56, v58, v59, v62, 
v65, v69 
 

We have a number of units opening 
each year 
 
The majority of franchisees renew 
their agreements in our system 

 
- 8 items                .91 

Total Items in Final Survey 
 

                  41 items  

 



As a result of the analysis of the pilot testing, a total of 28 items were removed from 

the initial item pool.  Thus, the total number of items used to collect the data in the 

final survey was 41 and, in addition, six demographic variables were also included. 

Examples of the demographic variables include: number of multiple-unit owners, 

number of franchisees (number of master franchisees, number of area development 

franchisees, number of area representative franchisees and sequential franchisees), 

number of male and female multiple-unit owners, annual turnover and franchise fee. 

The final survey can be found in Appendix A.   

 

5.4.2.2.1 The Sampling Plan 

The fourth step relating to the research tactics, shown in Figure 5.2, is to identify the 

sampling procedure.  Although there are a variety of procedures used to determine 

respondents, Churchill (2001) and Hussey and Hussey (1997) agree that following a 

procedure certifies accessing a suitable sample.  Primary consideration in sampling 

generally includes: defining the population, specifying the sampling frame, sampling 

unit, the sampling method, determining the sample size, specifying the sampling plan 

and selecting the sample (Hussey & Hussey, 1997; Malhotra et al., 2006).   

 

The population of interest for this study was franchisors.  This being the case, a 

purposive sampling technique was deemed as the most appropriate method as a 

specific group (that is, franchisors) comprised the population of interest.  

Furthermore, several studies examining franchising have utilised the purposive 

sampling technique (for example, Frazer et al., 2007).  The sampling frame used was 

a pre-existing database of franchisors developed by the Franchising Council of 

Australia and accessed via their website. 

 

5.4.2.2.2 Anticipated Analysis 

It was anticipated that preliminary analysis would include the visual inspection of 

histograms for normality, computation of central tendency and dispersion, correlation 

analysis, factor analysis and reliability analysis.  This would provide the necessary 

screening of the data prior to using Partial Least Squares (PLS) regression analysis to 

test the hypotheses of this study. 
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5.5 IMPLEMENTATION 

The final stage of the research design model (Aaker et al., 2004) as outlined in Figure 

5.2 is the ‘implementation’ stage.  The implementation stage includes comparing the 

cost and timing estimates of the research and identifying the methods employed to 

collect and analyse the data.   

 

5.5.1 Cost and Timing Estimates 

The cost of the study was estimated to be quite low, with a web hosting fee of 

approximately $AUD30 and the prize incentive (that is, iPhone) costing 

approximately $AUD700.  Given that the target sample size was 300, the cost per 

survey was estimated at $2.40 per survey.  The time allocated for the administration 

and completion of the surveys was approximately two months.   

 

5.5.2 Data Collection 

The data was collected via on-line survey.  An email was sent to the entire sampling 

frame of 772 franchisors located in Australia informing them of the research and 

encouraging them to complete the survey. Those respondents willing to participate in 

the research were directed to an independent survey website (that is, Survey Monkey) 

where they completed the survey.  The result was the collection of 347 useable 

surveys, the analysis of which is detailed in Chapter 6. 

 

5.6 CONCLUSION 

The research methodology selected for this study was chosen after a thorough analysis 

of the social research methodology literature.  In addition, existing literature in the 

fields of marketing and, specifically franchising, were examined to identify the most 

appropriate methods used within these areas.  As a result, the three stage research 

design process, advocated by Aaker et al. (2004), formed the foundations of this 

study.  Each step was systematically addressed and this resulted in an on-line survey 

being selected as the most appropriate method of data collection in order to test the 

hypotheses posed in this study.  A two-stage process was used to guide the 

construction of the survey instrument and through the use of convergent interviewing, 

an expert panel and stringent pilot testing; a psychometrically sound survey 

instrument had been developed for the final data collection.   The results pertaining to 

the data collection (Stage Three: Implementation) are presented in Chapter Six. 

 176



CHAPTER 6 

RESULTS & FINDINGS 

 

Multivariate analysis methods will predominate in the future and will result in 

drastic changes in the manner in which research workers think about 

problems and how they design their research.  These methods make is possible 

to ask specific and precise questions of considerable complexity…and to 

evaluate naturally occurring parametric variations in the context in which 

they normally occur (Hardyck & Petrinovich, 1976, p.7). 

 

6.1 INTRODUCTION 

The previous chapter discussed and outlined the research methodology of this study, 

which involved the three stage research design process advocated by Aaker et al. 

(2004); preliminary planning, research design and implementation.  In addition, a 

two-stage process was used to guide the construction of the survey instrument (that is, 

scale development) to measure the five constructs (that is, unit growth, system 

uniformity, local responsiveness, system-wide adaptation and operational 

performance) which form the foundations of this study.   

 

Chapter Six provides the results and findings of the study.  Initially, a profile of the 

respondents is presented, followed by the preliminary data analysis.  Finally, the 

hypotheses are addressed via Partial Least Squares (PLS) analysis.  To conclude, a 

summary of the chapter is presented.  Figure 6.1 presents an overview of Chapter Six. 
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Figure 6. 1 

Outline of Chapter 6 

 

Introduction  
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Partial Least Squares 

(PLS) analysis 

Composite measures 

Overall model results 

Conclusion 

Stage One Stage Two 

 

 

 

 

 

 

 

Source: developed for this research. 

 

6.2 PROFILE OF SAMPLE 

A purposive sample comprising of 347 respondents (that is, Australian franchisors) 

provided the foundations of the empirical results of this study.  Of the 347 completed 

surveys, there were no cases omitted due to non-response.  The forced response online 

survey method ensured that respondents could not progress to the next question until 

an answer for the current question was provided.  The number of surveys gathered 

involved over 14 primary industries in the Australian franchise sector. An analysis of 

the demographic variables (for example, industry, gender of franchisor, number of 

units, year began operating, year began franchising, number of company-owned units, 

number of franchise owned units, number of multi-unit franchisees, initial and current 

expansion strategy) of respondents is outlined in Table 6.1. 
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Table 6.1   Profile of Respondents 
 
Variable Category Response (%) 
Industry category Retail trade non-food 23% 
 Property and business services 8% 
 Retail trade food 27.1% 
 Personal and other services 14.7% 
 Construction and trade services 6.3% 
 Finance and Insurance 2.9% 
 Accommodation, cafes and restaurants 2% 
 Cultural and recreational services 1.2% 
 Education 2.9% 
 Communications/telecommunications 1.7% 
 Manufacturing and printing 0.6% 
 Wholesaling 0.9% 
 Health and community services 1.2% 
 Transport and storage 0.9% 
 Unclassified 5.5% 
   
Gender of franchisor Male 78.4% 
 Female 21.6% 
   
Number of units 0-50 47.8% 
 51-100 20.5% 
 101-150 13.3% 
 151-200 6.3% 
 201-250 2.9% 
 251-300 2.6% 
 Above 300 6.6% 
   
Year began operating 2000-2007 19% 
 1990-1999 39% 
 1980-1989 26.8% 
 1970-1979 8.6% 
 Prior 1970 6.6% 
   
Year began franchising 2000-2007 39.5% 
 1990-1999 38.6% 
 1980-1989 15% 
 1970-1979 4% 
 Prior 1970 2.9% 
   
Number of company-owned units 0 30% 
 1-5 49.6% 
 6-10 9.2% 
 11-15 2% 
 16-20 0.6% 
 Above 20 8.6% 
Number of franchised-owned units 0-50 50.7% 
 51-100 19.6% 
 101-150 12.9% 
 151-200 6% 
 201-250 2.9% 
 251-300 2.1% 
 Above 300 5.8% 
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Table 6.1   Profile of Respondents continued 
 
Variable Category Response (%) 
Number of multi-unit franchisees 0-5 69.6% 
 6-10 11% 
 11-15 5.8% 
 16-20 2.6% 
 Above 20 11% 
   
Initial (preferred) expansion strategy Master 20.2% 
 Area development arrangements 16.4% 
 Area representative arrangements 17.9% 
 Incremental franchising 45.5% 
   
Current (preferred) expansion strategy Master 23.6% 
 Area development arrangements 19.9% 
 Area representative arrangements 21.3% 
 Incremental franchising 35.2% 
 
Source: developed for this research. 

 
 

In terms of the industry type, the majority of the sample (65%) comprised of retail 

trade food, retail trade non-food and personal and other services categories of the 

franchise sector.  In relation to gender the sample was predominately male (that is, 

78%) Approximately half the sample involved franchise systems with fewer than 50 

units and, similarly half the sample owned between one and five company-owned 

units and 30% did not operate a company-owned unit at all.  In addition, almost 40% 

of the organisations sampled began operating between 1990 and 1999.  However, the 

results indicate that almost 40% of the organisations surveyed did not begin operating 

as a franchise organisation until the year 2000 to 2007.   

 

In terms of multi-unit ownership, almost 70% of franchise systems had fewer than 5 

multi-unit franchisees within their franchise organisations.  While most franchise 

systems initially adopted incremental franchising (45.5%) as their preferred 

expansionary method, only 35% continued with this strategy with some opting to 

change to master, area development and area representative arrangements.   

 

6.3 PRELIMINARY METHOD OF DATA ANALYSIS 

This section presents the preliminary analysis of the data via tests of normality, skew 

and kurtosis, Kaiser-Meyer Olkin, Bartlett’s Test of Sphericity, correlation analysis, 
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exploratory factor analysis (EFA) and estimates of internal consistency.  Initially, the 

data was visually inspected for normality, skew and kurtosis through the 

representation of histograms as histograms are found to present a “holistic” picture of 

the data.  The frequency distributions of the histograms were considered within the 

normal range (Coakes & Steed, 2001).  As there was only a small range of scores that 

is, 1 to 7, it was decided that histograms would provide the greatest overall 

representation of each variable measured.  Following this, each variable was 

examined for significance of skew and kurtosis.  The results of the analysis revealed 

that a number of items were outside the acceptable range of ± 2.00 for skewness and 

kurtosis (SPSS Manual, 1999).  Although large samples comprising of items with 

statistically significant skewness or kurtosis are unlikely to influence the overall 

analysis (Tabachnick & Fidell, 2001), the implications of non-normal data can affect 

the Structural equation modelling (SEM) techniques utilised for the main study.  As 

such, the choice of SEM technique was taken in to consideration in relation to the 

main study.  Figure 6.2 provides an overview of the acceptable and non-acceptable 

cut-off points of the preliminary analysis undertaken in relation to scale evaluation. 

 

After inspecting the data for normality, Comrey and Lee (1992) recommend that data 

is examined to ensure that an adequate number of correlations are present for factor 

analysis to proceed.  Measures of sampling adequacy included Kaiser-Meyer Olkin 

(KMO) and Bartlett’s Test of Sphericity.  KMO is the percentage of the total of 

squared correlations and the sum of squared partial correlations and, subsequently, is 

computed as a value between zero and 1 (Tabachnick & Fidell, 2001).  According to 

Tabachnick and Fidell (2001) values of 0.60 and above are considered appropriate.  

Likewise, Bartlett’s Test of Sphericity is a statistical tool used to test the overall 

significance of the correlations presented in the correlations matrix (Hair Jr et al., 

1998), of which, values less than .05 are retained.  The results indicate that the data 

was appropriate for further analysis.   

 

The next stage of the preliminary data analysis process involved inspection of 

bivariate correlations.  Bivariate correlations were used to assess the degree of 

relationship between two continuous variables (Tabachnick & Fidell, 2001).  At this 

stage, items revealing correlations below .30 and above .90 were removed, as they 

were considered inappropriate for factor analysis (Hair Jr. et al., 1998; Tabachnick & 
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Fidell, 2001).  The remaining items exhibited acceptable correlations for exploratory 

factor analysis (EFA) to occur.   

 

EFA was the next step of the preliminary analysis.  The purpose of EFA is to identify 

the underlying factors where the relationships between the observed and latent 

variables are not predetermined (Ferguson & Cox, 1993; Holberg, Graves & 

Martinez, 2001; Kelloway, 1995).  According to Ferguson and Cox (1993), these are 

the factors which are casual in creating the derived factor structure.  The literature 

states that EFA has several limitations (for example, Sureshchander, Rajendran and 

Anantharaman., 2001).  The limitations of EFA may include: items load onto a factor 

structure on a statistically as opposed to theoretical basis.  In addition, items may be 

assigned to factors on which they load considerably and, subsequently, it is possible 

for items to load onto more than one factor which has an impact on the uniqueness of 

the factor structure (Sureshchander et al., 2001).  However, EFA is considered 

appropriate as it is a common statistically technique utilised within the social sciences 

(Osborne & Costello, 2005).   

 

EFA was conducted via principal components with varimax rotation based on the 

premise that all factor structures (that is, unit growth, system uniformity, local 

responsiveness and system-wide adaptation) were expected to be one-dimensional.  

However, the dependent variable, operational performance, was expected to yield 

more than one factor given the nature of the measures (for example, financial and 

non-financial measures).  Thus, in this case, principal component factor analysis with 

direct oblimin rotation was used to compute the factors. 

 

This study adopted the method recommended by Comrey and Lee (1992) to assess the 

factor structures, in that those items that had factor loadings of less than .50 were 

removed.  In addition, those items that had cross-loadings of greater than .40 were 

deleted from the data analysis (O’Cass, 2002).   
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Figure 6.2 Preliminary Analysis - Scale Evaluation 
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Source: Adapted from Chandon, Leo & Philippe (1997), Churchill & Peter (1985), Hair, Jr et al. (1998), Holmes-

Smith & Coote (2001), O’Cass (2002), Shi & Wright (2001), Sureshchander et al. (2001) and Tabachnick & Fidell 

(2001). 

 

The final step in the preliminary analysis process was to test the reliability of the 

scales and, as such, the items were examined via the reliability coefficient of 

Cronbach’s Alpha.  The purpose of examining Cronbach’s alpha is to test the quality 

of the scale instrument and, by doing so, ensure that the scale provides consistent 

results (Churchill, 1979; Hair Jr et al., 1998).  Sureshchander et al. (2001; Nunnally, 

1978) suggest that an alpha value of greater than .70 illustrates good internal 

consistency of the scale instrument.  However, Hair, Jr. et al. (1998) argue that an 

alpha value of greater than .60 is acceptable depending, in part, on the number of 

items that the scale possess.  All factors were then tested for reliability through the use 

of Cronbach’s alpha.  The following section provides a detailed overview of the 

preliminary results of the five constructs examined in this study. 

 

6.4 PRELIMINARY RESULTS 

The forthcoming section provides the preliminary analysis results pertaining to each 

of the constructs of this study.  In doing so, the psychometric properties of each of the 

scales are established. 
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6.4.1 Preliminary Analysis – Unit Growth 

The unit growth construct was measured using six items (v1 to v6).  The results of the 

preliminary analysis are presented in Table 6.2.  Evaluation of the correlation matrix 

through the KMO and Bartlett’s Test resulted in an acceptable KMO statistic (.709) 

and a significant probability level (p< .001) for the Bartlett’s test.  At this point, 

bivariate correlations were inspected.  Item v6 showed poor correlations with other 

items and was deleted from the analysis.  All remaining items fell within the 

acceptable range for factor analysis of .30 to .90.  Cronbach’s alpha of .85 was then 

computed indicating good reliability of the scale.  EFA was conducted which 

produced a single factor structure with strong item loadings ranging from .73 to .86 

and the variance explained was 63.33%.   

 
Table 6.2 Preliminary Data Analysis – Unit Growth 

 
Exploratory 

 
(Full wording of items refer to survey, Appendix A) 

 
Wording 

EFA 
Loadings 

  
V1 

 
V2 

 
V3 

 
V4 

 
V5 

Franchisee growth .86 V1 1.0  
 

   

Unit growth .85 V2 .86 1.0 
 

   

Franchise units 
opening 

.78 V3 .56 .53 1.0   

Unit growth strategic .75 V4 .47 .49 .47 1.0  
 

Attract franchisees .73 V5 .50 .42 .40 .70 1.0 
 

Reliability 
Variance Explained 

 0.85 
63.33 

 KMO 
Bartlett’s 

  .71 
.000 

 

 

6.4.2 Preliminary Analysis – System Uniformity 

The system uniformity construct was measured using seven items (v7 to v13), the 

results of which appear in Table 6.3.   

 

Evaluation of the correlation matrix through the KMO and Bartlett’s Test resulted in a 

high KMO statistic (.884) and a significant probability level (p< .001) for the 

Bartlett’s test.  These results indicate that sufficient correlations were found within the 

correlation matrix for factor analysis to continue.  In addition, bivariate correlations 

were inspected and all coefficients fell within the acceptable range for factor analysis 
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of .30 to .90.  However, v13 was deleted as it exhibited a low factor loading (<.50).  

Cronbach’s alpha of .87 was then computed indicating good reliability of the scale.  

EFA was conducted which produced a single factor structure with item loadings 

ranging from .67 to .87 and the variance explained was 65.28%.   

 

Table 6.3 Preliminary Data Analysis – System Uniformity 

 
Exploratory 

 
(Full wording of items refer to survey, Appendix A) 

 
Wording 

EFA 
Loadings 

  
V7 

 
V8 

 
V9 

 
V10 

 
V11 

 
V12 

System uniformity 
important 

.86 V7 1.0      

Consistent appearance .82 V8 .69 1.0  
 

   

Controlling quality .82 V9 .58 .63 1.0 
 

   

Replication of the brand .87 V10 .71 .72 .64 1.0  
 

 

Compliant units .80 V11 .63 .51 .61 .61 1.0 
 

 

Uniform products/ 
services 

.67 V12 .50 .40 .49 .48 .50 1.0 

Reliability 
Variance Explained 

 0.87 
65.28 

 KMO 
Bartlett’s 

   .88 
.000 

 
 

6.4.3 Preliminary Analysis – Local Responsiveness 

Six items (v14 to v19) were used to measure the local responsiveness construct.  The 

results of the local responsiveness construct are presented in Table 6.4.  Evaluation of 

the correlation matrix through the KMO and Bartlett’s Test resulted in an acceptable 

KMO statistic (.659) and a significant probability level (p< .001) for the Bartlett’s 

test. These results indicate that sufficient correlations were found within the 

correlation matrix to undertake factor analysis.  Item v16 and v17 were deleted as they 

had significant cross loadings on another factor.  Cronbach’s alpha of .69 was then 

computed indicating an acceptable reliability of the scale.  EFA was conducted, which 

produced a single factor structure with item loadings ranging from .65 to .79 and the 

variance explained was 52.61%.   
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Table 6.4 Preliminary Data Analysis - Local Responsiveness 
 

Exploratory 
 

(Full wording of items refer to survey, Appendix A) 
 
Wording 

EFA 
Loadings 

  
V14 

 
V15 

 
V18 

 
V19 

Local regions .73 V14 1.0    
 

Innovating .73 V15 .50 1.0   
 

Alliance with 
businesses 

.65 V18 .21 .24 1.0  

Local market needs .79 V19 .39 .36 .50 1.0 
 

Reliability 
Variance Explained 

 0.69 
52.61 

KMO 
Bartlett’s 

  .66 
.000 

 
 
 
6.4.4 Preliminary Analysis – System-wide Adaptation 

Eight items (v20 to v27) were used to measure the system-wide adaptation construct. 

The results of this analysis appear in Table 6.5.  Evaluation of the correlation matrix 

through the KMO and Bartlett’s Test resulted in a high KMO statistic (.865) and a 

significant probability level (p< .001) for the Bartlett’s test. In addition, bivariate 

correlations were inspected.  At this point, item v26 showed poor correlations with 

other items and was deleted from the analysis. All other coefficients displayed 

correlations within the acceptable range for factor analysis of .30 to .90.  EFA was 

conducted on the remaining seven items.  However, item v21 showed cross loadings 

greater than .40 and was removed from the analysis at this stage. A single factor 

structure was produced with item loadings ranging from .74 to .80 and the variance 

explained was 58.18%.  Cronbach’s alpha of .85 was then computed on the remaining 

six items indicating good reliability. 
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Table 6.5 Preliminary Data Analysis – System-wide Adaptation 
 

Exploratory 
 

(Full wording of items refer to survey, Appendix A) 
 
Wording 

EFA 
Loadings 

  
V20 

 
V22 

 
V23 

 
V24 

 
V25 

 
V27 

Regular communication .76 V20 1.0   
 

   

New-system 
learning/innovation 

.74 V22 .41 1.0     

Amend processes .74 V23 .47 .48 1.0    
 

Market forces .79 V24 .57 .46 .49 1.0   
 

Implementation of new 
ideas 

.75 V25 .50 .56 .40 .53 1.0  

Invest resources .80 V27 .54 .50 .57 .57 .44 1.0 
 

Reliability 
Variance Explained 

 0.85 
58.18 

 KMO 
Bartlett’s 

   .86 
.000 

 
 
 
6.4.5 Preliminary Analysis – Operational Performance 

Fourteen items (v28 to v41) were used to measure the operational performance 

construct.  The results of the preliminary analysis are presented in Table 6.6. 

Evaluation of the correlation matrix through the KMO and Bartlett’s Test resulted in a 

high KMO statistic (.833) and a significant probability level (p< .001) for the 

Bartlett’s test.  In addition, bivariate correlations were inspected. At this point, the 

results indicate that insufficient correlations and cross loadings exist in relation to 

item v33, v35, v36, v39, v40 and v41 and, subsequently, all six items were deleted.  

Cronbach’s alpha of .88 was then computed indicating good reliability of the eight 

remaining items.  Given the diversity of the items used to measure the operational 

performance construct, it was expected that more than one factor structure would 

result.  EFA was conducted which produced a two factor structure with strong item 

loadings on factor one ranging from .77 to .87, and .74 to .91 on factor two.  The 

variance explained was 69.78%. 
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Table 6.6 Preliminary Data Analysis – Operational Performance 
 

Exploratory 
 

(Full wording of items refer to survey, Appendix A) 
 
Wording 

EFA 
Loadings 

  
V28 

 
V29 

 
V30 

 
V31 

 
V32 

 
V34 

 
V37 

 
V38 

Franchisees satisfied         .74 V28 1.0  
 

      

Franchisee profitable         .91 V29 .59 1.0 
 

      

System profitable         .86 V30 .52 .69 1.0 
 

     

Franchisee  sales growth .87 V31 .35 .35 .33 1.0 
 

    

System sales growth .77 V32 .46 .32 .37 .69 1.0 
 

   

Franchisees volume .85 V34 .35 .29 .29 .60 .58 1.0 
 

  

Franchisees projections .80   V37 .38 .44 .38 .58 .50 .54 1.0 
 

 

Franchisees expectation .80 V38 .39 .41 .37 .58 .51 .55 .81 1.0 
 

Reliability 
Variance Explained 

 0.88 
69.78 

 KMO 
Bartlett’s 

     .83 
.000 

 
 

6.5 COMPOSITE MEASURES 

Composite variables involve calculating the mean or average for a pool of individual 

items in a scale that have significant loadings on a factor (Tabachnick & Fidell, 2001).  

As such, composite measures combine two or more variables into a single measure, 

thereby, including different items of unequal weight and, subsequently, identifying a 

value which represents the overall concept.  In addition, composite variables are 

utilised because they have the ability to increase the reliability of the scale 

measurement (Hair Jr et al., 1998).  This method of obtaining a more complete 

interpretation of the data is common practice in social and behavioural studies and 

scale instruments (Tabachnick & Fidell, 2001).  More so, composite measures are 

commonly used within the social sciences to measure attitudes or behaviour (Hair Jr 

et al., 1998).  Therefore, in order to prepare the data for further analysis, composite 

(mean) variables were computed for each of the five constructs, yielding means 

ranging from 5.12 to 6.25 and standard deviations ranging from .762 to 1.37.  The 

results of the means and standard deviations for each of the five constructs are shown 

in Table 6.7. 
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Table 6.7 Means and Standard Deviations for Composite Variables 

 

Composite Variable Mean Standard Deviation 
Unit growth 5.12 1.37 
System uniformity 6.25 .811 
Local responsiveness 5.80 .889 
System-wide adaptation 5.94 .762 
Operational performance 5.41 .876 

 
 
6.5.1 Discriminant Validity 

Discriminant analysis is a multivariate technique used to identify the relative 

importance of variables that indicate the respondents belong to the same or a 

different group by analysing data with a categorical dependent variable and 

interval scales independent variables (Malhotra,  et al., 1996, p. 505). 

 

Having computed the composite measures, a procedure recommended by Gaski 

(1984) to evaluate discriminant validity was adopted.  This approach suggests that if 

the correlations between two composite variables are not greater than the reliability 

estimates derived from the scales, then discriminate validity exists.  As such, the 

correlations of the constructs were compared to the reliabilities calculated for 

Cronbach’s alpha in the preliminary data analysis.  The results illustrate that, 

correlations ranged from .27 to .54 and the reliabilities ranged from .69 to .88.  

Having examined the correlations between the individual constructs, the results 

indicate that no correlations were higher than the reliability estimates derived from the 

scales, indicating that discriminant validity was confirmed.  The data was then ready 

for hypothesis testing via Partial Least Squares (PLS). 

 

6.6 PARTIAL LEAST SQUARES (PLS) 

 

Partial least squares focuses on prediction using an econometric perspective 

and inference related to latent variables using psychometric perspective 

(Chin, 1998). 
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Originally developed by Wold (1966) for analysis in econometrics and chemometric 

research (Wold, 1981), PLS is a multivariate technique which has been growing in 

popularity within several disciplines, including education, marketing and the social 

sciences.  PLS is often used in the analysis of structural and casual modelling 

(Fornell, 1982) and is favoured among many researchers because of its ‘modelling 

flexibility’ (Vandenbosch, 1996, p. 30).  According to Chin, Marcolin and Newstead 

(2003), PLS is preferred for those analyses involving complex relationships with 

small data sets.  In addition, PLS allows researchers to test a model within its 

nomological framework (Bontis, 1998).   Although PLS is not as widely adopted in 

the marketing domain as LISREL, the use of PLS applications within the marketing 

literature is gaining interest (Bontis, 1998; Barclay, 1991; Fornell, 1992, Grace & 

O’Cass, 2001; Vandenbosch, 1996).  Subsequently, the increasing use of PLS within 

the marketing discipline has been sought because PLS offers researchers alternatives 

to traditional multivariate analysis techniques (such as LISREL).  There are several 

benefits of applying PLS, some of which include: PLS is less stringent on sample 

size; ability to use several dependent and several independent variables; the ability to 

create independent latent variables enabling stronger predictions and; enables analysis 

with skewed distributions, multicollinearity and model misspecifications (Barclay, 

Higgins & Thompson, 1995; Chin et al., 2003; Eskildsen, Westlund & Kristensen, 

2004).   

 

The objective of PLS is to maximise explanation of variance (R2).  Subsequently, R2 

depicts the significance of the relationships among the constructs illustrating the 

performance of the overall model (Bontis, 1998).  According to Pilman et al. (2004),  

 

The PLS method, which is a variance-based analysis technique is different 

from covariance structure modelling, such as LISREL, in that the PLS method 

delivers scores on the factor level (so-called “latent variables”), while 

covariance structure modelling does not (p. 224). 

 

PLS consists of three sets of relations: inner relations, outer relations and weight 

relations (Fornell & Cha, 1992).  Inner relations represent different latent constructs 

or relations between factors while outer relations refer to the relationship between the 

latent constructs and the manifest variables.  Finally, the weight relations are defined 
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as estimated latent constructs as weighted aggregates of the observed variables 

(Vandenbosch, 1996).  Furthermore, PLS enables two forms of measurement models: 

reflective and formative.  The reflective model assumes that the observed variables 

reflect the latent constructs, whilst the formative model assumes that the observed 

variables enable the formulation of the latent construct (Vandenbosch, 1996).  Simply 

explained through Cassel, Hackl and Westlund (2000), PLS illustrates that: 

 

If the relation is outwards or reflective, the latent variables are similar to 

principal components of the indictors in the corresponding block; the weights 

are the covariances between the latent variable and the indicators. The case 

values represent the best predictors. For the inward directed or formative 

model, the regression coefficients between the latent variable and indicators 

are used as weights. All variables are normalised to have a mean zero (p. 

902). 

 

The use of PLS was deemed the most appropriate analytical tool for this research. 

PLS was particularly appropriate for use in this study due to (1) small sample sizes 

and (2) non-normal data.  The following section presents the results of hypotheses 

testing through the application of PLS. 

 

6.7 OVERALL MODEL RESULTS 

To analyse the conceptual model outlined in Chapter Four and, more so, to evaluate 

the impact of the four imperatives on operational performance across the four 

franchising arrangements (that is, master franchising, area development, area 

representative and incremental franchising), the PLS computer program implemented 

by Lohmöller (1981; Chin & Fry; 2000) was utilised.  Furthermore, to improve the 

quality, explanation and accuracy of the data, multiple indices were used, including 

R2, significance of path coefficients and critical ratios (Fornell & Cha, 1992).   

 

6.7.1 Summary of Results 

The proceeding section provides a detailed overview of the results obtained from the 

application of PLS.  As the aforementioned section states, the results presented show 

the R2, path coefficients and critical ratios for the four hypotheses.  Individual R2 

which were greater than .10 as recommended by Falk and Miller (1992) for all of the 
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predicted variables were considered to fall within the acceptable range.  In addition, 

an examination of the paths associated with these variables was recommended in 

order to identify their significance.  Bootstrap critical ratios greater than 1.96 (Chin, 

1998) were used as an indication of significance.   

 

In order to test for differences in the proposed model across the four franchising 

arrangements, the data file was split into four groups.  Data was collected with 

reference to master franchising, area development arrangements, area representative 

arrangements and incremental franchising.  The results pertaining to master 

franchising yielded 82 cases; area development arrangements contained 69 cases; area 

representative arrangements contained 74 cases and; incremental franchising yielded 

122 cases.  Subsequently, each data file was analysed separately through PLS 

identifying the R2, significance of individual path coefficients and critical ratios 

(Fornell & Cha, 1992).  The results of all four hypotheses are presented in the 

following section. 

 

66..77..22  MMooddeell  RReessuullttss::  MMaasstteerr  FFrraanncchhiissiinngg  

Table 6.8 shows the R2, path coefficients between the exogenous and endogenous 

variables and critical ratios.  For the latent variable operational performance, the R2 

exceeds the recommended level of .10 (Falk & Miller, 1992) based on an estimation 

of the path significance associated with the predictor variables. 

 

Table 6.8  Partial Least Squares Results for the Master Franchising 

 
Predicted variables R2 Predictor variables Path Critical Ratio a

(t-statistic) 

Operational 

Performance 
44% Unit growth .22 2.04* 

  System uniformity .27 1.97* 

  Local responsiveness -0.15 1.81 

  System-wide 

adaptation 

.405 3.46* 

 

a Significance at 0.05 
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In addition, the bootstrap critical ratios (Chin, 1998) are acceptable for three variables 

(greater than 1.96) with the exception of local responsiveness, indicating that the 

hypothesised paths of unit growth, system uniformity and system-wide adaptation are 

supported; however, local responsiveness is rejected.  Figure 6.3 provides an 

illustration of the PLS model results for master franchising. 

 

Figure 6.3  Proposed Model Showing Results of Analysis (Master franchising) 
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66..77..33  MMooddeell  RReessuullttss::  AArreeaa  DDeevveellooppmmeenntt  AArrrraannggeemmeennttss  

Table 6.9 presents the results for the PLS analysis for the data pertaining to area 

development arrangements providing the R2, path coefficients between the exogenous 

and endogenous variables and the critical ratios.   

 

For the latent variable operational performance, the results indicate that the R2 is 

greater than .10 as recommended by Falk and Miller (1992).  This suggests that 38% 

of the variance is explained by unit growth, system uniformity, local responsiveness 

and system-wide adaptation.  Furthermore, the bootstrap critical ratios (Chin, 1998) 

are significant for one variable (greater than 1.96), being, system-wide adaptation. 

This indicates that the hypothesised path of system-wide adaptation is supported; 

however, unit growth, system uniformity and local responsiveness are rejected.   

 

 193



Table 6.9  Partial Least Squares Results for the Area Development 

Arrangements 

 
Predicted variables R2 Predictor variables Path Critical Ratio a

(t-statistic) 

Operational 

Performance 
38% Unit growth .105 .77 

  System uniformity .085 .47 

  Local responsiveness .034 .19 

  System-wide 

adaptation 

.450 1.96* 

 

a Significance at 0.05 

 

Figure 6.4 provides an illustration of the PLS model results for area development 

arrangements. 

 
Figure 6.4  Proposed Model Showing Results of Analysis  

(Area development franchising) 
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66..77..44  MMooddeell  RReessuullttss::  AArreeaa  RReepprreesseennttaattiivvee  AArrrraannggeemmeennttss  

Table 6.10 shows the R2, path coefficients between the exogenous and endogenous 

variables and the critical ratios.   
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Table 6.10  Partial Least Squares Results for the Area Representative 

Arrangements 

 
Predicted variables R2 Predictor variables Path Critical Ratio a

(t-statistic) 

Operational 

Performance 
29% Unit growth .309 2.61* 

  System uniformity .129 1.13 

  Local responsiveness -.129 0.94 

  System-wide 

adaptation 

.327 2.38* 

 

a Significance at 0.05 

 

For the latent variable operational performance, the R2 is greater than .10 as 

recommended by Falk and Miller (1992), which indicates that 29% of the variance is 

explained by unit growth, system uniformity, local responsiveness and system-wide 

adaptation.   

 

Figure 6.5  Proposed Model Showing Results of Analysis  

(Area representative franchising) 
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Furthermore, the bootstrap critical ratios (Chin, 1998) were significant for two of the 

variables (greater than 1.96) with the exception of system uniformity and local 

responsiveness.  This indicates that the hypothesised paths of unit growth and system-

wide adaptation are supported; however, system uniformity and local responsiveness 

are rejected.  Figure 6.5 provides an illustration of the PLS model results for area 

representative arrangements. 

 

6.7.5 Model Results: Incremental Franchising  

Table 6.11 presents the results for the PLS analysis for the data concerning 

incremental franchising providing the R2, path coefficients between the exogenous 

and endogenous variables and the critical ratios.   

 

Table 6.11  Partial Least Squares Results for the Incremental Franchising 

 
Predicted variables R2 Predictor variables 

 
Path Critical Ratio a

(t-statistic) 

Operational 

Performance 
38% Unit growth .319 3.86* 

  System uniformity .172 2.09* 

  Local responsiveness .114 1.17 

  System-wide 

adaptation 

.299 2.49* 

 

a Significance at 0.05 

 

As recommended by Falk and Miller (1992), the R2 is greater than .10 (that is, .38) 

which indicates that unit growth, system uniformity, local responsiveness and system-

wide adaptation explain 38% of the variance.  For the latent variable operational 

performance the bootstrap critical ratios (Chin, 1998) are acceptable for three 

variables (greater than 1.96) with the exception of local responsiveness.  This 

indicates that the hypothesised path of unit growth, system uniformity and system-

wide adaptation are supported; however, local responsiveness is rejected.  Figure 6.6 

provides an illustration of the PLS model results for incremental franchising. 
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Figure 6.6  Proposed Model Showing Results of Analysis 

(Incremental franchising) 
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6.7.6   Review of Results – H1 to H4 

The preceding analysis of the proposed conceptual model revealed support for all 

hypotheses posed except hypothesis three (that is, local responsiveness).  The results 

of the hypotheses testing are summarised in Table 6.12. 

 

Although the results in Table 6.12 confirm that all hypotheses were supported or 

partially supported except H3, the results also indicate that the extent to which each of 

the four franchising imperatives impacted on operational performance in relation to 

the choice of organisational structure (that is, organisational arrangement) did differ 

across two hypotheses (that is, H1 and H2).  In addition, H4 was the only hypotheses 

to confirm that a difference was evident upon operational performance across all four 

organisational structures.  
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Table 6.12  Results of Hypotheses Testing 
No Hypothesis Result 
H1 There will be a difference in the effect of unit growth upon 

operational performance across different multiple-unit 
structures (master franchising, area development, area 
representative, incremental franchising). 
 

Supported (except area 
development 
arrangements) 

H2 There will be a difference in the effect of system uniformity 
upon operational performance across different multiple-unit 
structures (master franchising, area development, area 
representative, incremental franchising). 
 

Partially supported 
(master franchising and 
incremental 
franchising) 

H3 There will be a difference in the effect of local 
responsiveness upon operational performance across 
different multiple-unit structures (master franchising, area 
development, area representative, incremental franchising). 

 

Not supported  

H4 
 

There will be a difference in the effect of system-wide 
adaptation upon operational performance across different 
multiple-unit structures (master franchising, area 
development, area representative, incremental franchising). 

Supported 

 

Source: developed for this research. 

 

6.8 CONCLUSION 

This chapter has presented the results of the data analysis for the four hypotheses 

proposed in this study.  The data was obtained from a sample of 347 online surveys 

across 14 industries within the Australian franchise sector.  Preliminary data screening 

found that all surveys were appropriate for data analysis (for example, no missing 

values).  Subsequently, this enabled the data to undergo the preliminary data analysis 

which included: tests of normality, skew and kurtosis, KMO and Bartlett’s Test of 

Sphericity, bivariate correlation analysis, exploratory factor analysis and Cronbach’s, 

alpha.  Preliminary analysis was undertaken to ensure construct validity of the scale 

instrument.  In addition, composite variables were computed and discriminant validity 

conducted.  Once the process of preliminary analysis was completed, the data was 

ready for further analysis through the application of PLS. 

 

The purpose of applying PLS was to address the four hypotheses presented in the 

study.  The results indicate that operational performance does differ across the 

different franchising arrangements in relation to the four franchising imperatives.  

From this, the results indicate that two of the four hypotheses presented were fully 

supported (that is, unit growth and system-wide adaptation) and one hypothesis 
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partially supported (that is, system uniformity), however, local responsiveness was in 

all cases (that is, across all four organisational structures) not supported.  Although, 

three of the four hypotheses were supported, the impact of the four franchising 

imperatives did differ across two of the hypotheses (H1 and H2). 

 

Finally, this chapter has presented the analysis utilised in order to address the four 

hypotheses presented for this study.   By doing so, this has provided a solid 

foundation upon to base the subsequent discussion presented in Chapter Seven.  

Chapter Seven provides a detailed discussion of the interpretation of the results 

identified in this chapter.  In addition, theoretical, practical and public policy 

implications are acknowledged including the limitation of this study and 

recommendations for future research. 
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CHAPTER 7 

DISCUSSION & CONCLUSIONS 

 

Presenting a mere summary of the statistical results is not enough.  The 

researchers should interpret the results in light of the problem being 

addressed to arrive at major conclusions… (Malhotra et al., 1996, p. 618). 

 

7.1 INTRODUCTION 

The purpose of this research was to explore operational performance in relation to the 

four franchising imperatives (that is, unit growth, system uniformity, local 

responsiveness and system-wide adaptation) within the context of the four multi-unit 

governance models (that is, master franchising, area development franchising, area 

representative franchising and incremental franchising).  A review of the literature 

showed that although there were a growing number of studies within the multi-unit 

franchising domain, further research was warranted.    

 

This study endeavoured to extend Bradach’s (1995, 1997) research which examined 

strategic reasons justifying the choice of different franchising structures. Applying 

agency theoretical arguments, Bradach (1995) examined four management challenges 

influencing the operational performance of single-unit and multi-unit operations.  The 

four management challenges were based on previous franchising research and 

include: (1) adding new units (Oxenfeldt & Kelly, 1969), (2) maintaining uniformity 

(Brickley & Dark, 1987; Rubin, 1978, (3) adapting individual units to local conditions 

(Brickley & Dark, 1987; Caves & Murphy, 1976) and, (4) adapting the system as a 

whole to threats and opportunities in the competitive environment (Oxenfeldt & 

Kelly, 1969).  As a result, Bradach (1995) suggests that in order to function and 

perform at optimal levels, franchisees must have the capability to overcome these four 

management challenges.  Similarly, I suggested that the four management challenges 

become distinctive and imperative factors which determine the overall operational 

performance of a system (that is, system success).  This study extends the research 

conducted by Bradach (1995, 1997) and, in doing so, applies the four franchising 

challenges (that is, imperatives) across different multi-unit organisational structures, 
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as opposed to a comparison between single-unit and multi-unit operations (Bradach, 

1995).  In particular, this research was designed to address the following broad 

research question: 

To what extent are there differences in the effect of the four imperatives (that 

is, unit growth, system uniformity, local responsiveness and system-wide 

adaptation) upon operational performance across different multiple unit 

franchising arrangements (master franchisee, area development, area 

representative, incremental). 

 

Data was collected via an on-line survey instrument generating 347 responses from 

Australian franchisors.  Data was analysed through the application of Partial Least 

Squares and the results presented in Chapter Six.  

 

This chapter seeks to synthesise the findings reported in Chapter Six.  The objective 

of this chapter is to interpret the results and, subsequently, draw conclusions from the 

present research.  In addition, several contributions are acknowledged, including the 

contribution that this research makes to franchising theory, managerial practice and 

public policy. Finally, the limitations of the study and directions for future research 

are presented.  The following section provides an overview of the results generated 

from the hypotheses.  Figure 7.1 provides an outline of the areas of focus in Chapter 

Seven. 
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Figure 7. 1 

Outline of Chapter 7 
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7.2 DISCUSSION OF OVERALL MODEL RESULTS 

The findings of Chapter Six provide empirical validation of the conceptual model 

presented in Chapter Four.  In particular, the results indicate that differences are 

evident in relation to the four franchising imperatives (that is, unit growth, system 

uniformity, local responsiveness and system-wide adaptation) upon operational 

performance across different multi-unit franchising arrangements (master franchisee, 

area development, area representative, incremental).  Firstly, in relation to master 

franchising, the results indicate that unit growth, system uniformity and system-wide 

adaptation influence operational performance.  Secondly, in relation to area 

development arrangements, the results report that system-wide adaptation is the only 

franchise imperative to influence operational performance.  Thirdly, in relation to area 
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representative arrangements, the results indicate that unit growth and system-wide 

adaptation influence operational performance.  Finally, in relation to incremental 

franchising, the results indicate that unit growth, system uniformity and system-wide 

adaptation influence operational performance.   

 

Inconsistent with previous research (for example, Garg et al., 2005) local 

responsiveness reported a non-significant relationship across all four franchising 

arrangements (that is, master franchising, area development franchising, area 

representative franchising and incremental franchising).  However, the results did 

show that system-wide adaptation was significant and influenced operational 

performance across all four multi-unit franchising arrangements (that is, master 

franchising, area development franchising, area representative franchising and 

incremental franchising).   Table 7.1 provides an overview of the model results. 

 

Table 7.1 Overview of Model Results 

 Hypothesis 1 
(Unit growth) 

Hypothesis 2 
(System 
Uniformity) 

Hypothesis 3 
(Local 
Responsiveness) 

Hypothesis 4 
(System-wide 
adaptation) 

Master 
Franchising 

√ √ * √ 

Area 
Development 
Arrangements 

√ √ * √ 

Area 
Representative 
Arrangements 

* * * √ 

Incremental 
Franchising 

√ * * √ 

√ Indicates support 
* Indicates non-support 
 
Developed for this research 

 

Having discussed the overall results of the study, further insight into each of the four 

franchising imperatives is warranted.  The following section presents a discussion in 

relation to the findings of this study.  Specifically, the findings will be analysed 

individually from the perspective of the four franchising imperatives: unit growth, 

system uniformity, local responsiveness and system-wide adaptation on influencing 

operational performance across the four governance (that is, multi-unit) structures.  To 
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begin, the following section will examine the influence of unit growth upon 

operational performance across the four multi-unit organisational franchise structures. 

 

7.2.1 Unit growth 

Unit growth was found to have a significant positive relationship with operational 

performance across three multi-unit franchise arrangements: master franchising, area 

representative arrangements and incremental franchising.  However, the influence of 

operational performance on unit growth generated non-significant results in relation to 

area development arrangements. 

 

7.2.1.1   Master franchising 

With regards to unit growth, the results support the hypothesis that unit growth does 

influence operational performance from a master franchising perspective.  

Specifically, explanation of the results can be attributed to two focal areas: (1) 

expansionary strategy including the capital constraints argument and, (2) the 

franchisor/franchisee contract.  Firstly, in relation to expansionary strategy, the results 

are consistent with previous research suggesting that master franchising is one of the 

most widely used franchise expansionary strategies in both Australia and the United 

States (Frazer et al., 2006; Roh & Andrew, 1997; Zietlow & Hennart, 1996).  For 

example, Zietlow and Hennart (1996) and Walker (1989) found that master 

franchising has become the most popular governance form for United States 

franchisors extending their franchise networks into foreign markets (Zietlow & 

Hennart, 1996).   Similarly, Frazer (2000) suggests that master franchising was the 

principle mode of expansion employed by Australian franchise systems (Frazer et al., 

2008).   

 

In addition, the results reconfirm the capital constraints argument (Caves & Murphy, 

1976), whereby, franchising is employed as it provides a low-cost, low-risk method of 

expansion (Inma, 2005).  Often, a lack of company resources (for example, capital, 

managerial and local knowledge) fuels the need to acquire additional franchisees in 

order to grow a franchise system.  This is consistent with Ayling (1987) and Golisano 

and Worth, (1989) who suggest that selling franchises enables smaller firms 

(particularly those which have limited financial resources), an opportunity of raising 

capital to fund expansion.  In particular, master franchisees are frequently adopted as 
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a growth strategy because they offer the franchisor several benefits (Hartnett, 1987; 

Lowell, 1991).  One particular benefit common in employing master franchisee 

agreements is the reduction in monitoring costs associated with overseeing the 

expansion of a franchise system.  Under such an arrangement, master franchisees 

remove the need for the franchisor to oversee individual outlets as the onus of 

responsibility to manage the territory is placed on the master franchisee.   

 

Previous research confirms that master franchising has been linked to a decrease in 

operationally efficiency because there exists an intermediary (that is, master) between 

the franchisor and franchisee (Kaufmann & Kim, 1995).  Often the franchisor is 

required to substitute operating efficiency for system growth (Kaufmann, 1992; 

Kaufmann & Kim, 1995).  However, the findings of this study appear contrary to 

Kaufmann (1992) and Kaufmann and Kim’s (1995) findings and suggest that growth 

of a franchise system does not occur at the expense of operational efficiency, rather, 

to achieve overall operational performance of the system.  Therefore, it appears that 

the findings of this research may confirm previous research.  For example, Justis and 

Judd (1986) suggest that those franchise systems employing master franchise 

arrangements may have existing competencies in managing franchisees (for example, 

employ active channels of communication with franchisees, effective monitoring of 

franchisee behaviour).  In this sense, the master franchisee will be able to curb the 

time and effort in recruiting, screening and training franchisees (that is, sub-

franchisees).  Therefore, the addition of resources (for example, financial and 

managerial capital) enables the franchisor to sell territories to master franchisees more 

quickly and, consequently, expand into different geographic areas.  Furthermore, the 

findings follow a similar line of thought advocated by Kaufmann and Dant (1996) 

whereby an increase in access to capital should enable multi-unit organisational 

structures (such as master franchise arrangements) to expand at faster rates.   

 

Another possible contributing factor which explains why unit growth may influence 

operational efficiency in relation to master franchising is the master franchise 

contract.  The purpose of enacting a master franchise contract is to assign entire 

territories to master franchisees for exclusive development (Kalnins, 2005; Kaufmann 

& Kim, 1995).  Under a master franchising arrangement, the franchisor screens, 

recruits and trains only one master franchisee to each assigned territory, of which, the 
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master franchisees are required to assign a set number of independent franchisees over 

a mutually acceptable time frame.  By doing so, this enables rapid growth or market 

penetration of the system because the franchisor can have multiple master franchise 

arrangements in several territories, thereby developing local areas concurrently 

(Kaufmann & Kim, 1995).  For example, the franchisor may assign two master 

franchise agreements in two separate markets, each forming arrangements with five 

potential units (a total of ten outlets opened).  This agreement requires the master 

franchisee to recruit and train their five outlets in parallel.  Alternatively, if the 

franchisor had chosen to open each outlet as a company-owned store, growth would 

occur at a slower rate than through a master franchise agreement as each outlet would 

be sequentially opened (Kaufmann & Kim, 1995).  The following section will discuss 

the influence of operational performance in relation to unit growth from an area 

development perspective. 

 

7.2.1.2   Area development franchising 

In relation to unit growth, the results do not support the hypothesis that unit growth is 

important in influencing operational performance from an area development 

franchising perspective.  This finding was contrary to the literature pertaining to area 

development arrangements and growth.  Several prominent studies including Garg et 

al. (2005) and Kaufmann and Kim (1995) found that the key objective of area 

development arrangements is to enhance rapid system growth.  For example, they 

claim that the primary role of an area developer is to be granted the right to own a 

territory and to set up a pre-arranged number of units within an assigned time frame 

(Garg et al., 2005; Kaufmann & Dant, 1996; Kaufmann & Kim, 1993, 1995), hence, 

rapid growth.   

 

Furthermore, under an area development arrangement agency concerns of adverse 

selection are limited as the franchisor only has to recruit, select and train one area 

developer who is then responsible for establishing additional units (that is, owned and 

operated) within the assigned territory.  Although Kaufmann and Dant (1996) identify 

that area development arrangements present ‘recruitment, screening and training 

economies’ (p. 349), they do suggest that issues of adverse selection may remain 

problematic.  Similarly, Kaufmann and Kim (1995) suggest that area development 

arrangements are more involved (that is, time) and therefore, may require greater 
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training both in management and operation of the system on part of the area 

developer.  In addition, the employment of an area developer may become more 

challenging should the area developer be unfamiliar with the assigned franchise 

system or have limited understanding of the franchise sector.  Subsequently, this may 

restrict the system from growing any faster than ones characterised by single unit 

franchisees.  

 

Although, Kaufmann and Kim (1995) suggest that area development arrangements 

can cause management inefficiencies, they further suggest that the framework of an 

area development arrangement does dictate rapid growth which is similar to the 

results reported from Garg et al. (2005).  In particular, Garg et al. (2005) found that 

area development arrangements were preferred over incremental franchising when 

rapid system growth was a key objective.  However, this research found contradictory 

results to previous studies and, therefore, the results of this study may more closely 

align with the original argument proposed by Kaufmann and Dant (1996) whom 

hypothesised that area development arrangements should reduce system growth rates 

(as a result of adverse selection costs).  Effectively, the inability to manage and 

operate the system within the allocated time-frame may reduce the rate of growth of 

the assigned territory.  Therefore, although the notion of an area developer is to 

formulise (manage and operate) a territory and to establish additional units promptly 

within that territory, lack of experience may impede this from occurring, contradicting 

established arguments in relation to area development arrangements (Garg et al., 

2005; Kaufmann & Kim, 1995).  As such, agency concerns of adverse selection may 

transpire, thereby, confirming that franchise systems need to extend their selection 

processes for franchisees (for example, area developers) and ensure that they have a 

thorough understanding and experience of franchise management and practice.  

Similarly, as detailed in the Australian Franchise Code of Conduct, extensive prior 

knowledge and experience of a system is a prerequisite for all franchisees entering 

into a franchise arrangement (Franchise Code of Conduct, 1998).  Without such 

experience, the primary objective of area developer to grow units rapidly may not be 

probable.  This may also validate the small percentage of area development 

arrangements utilised within the Australian franchise sector (Frazer et al., 2006). 
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A final factor which may impede the efficiency of area development arrangements 

and franchise system growth may be attributed to agency concerns of moral hazard.  

As the format of an area development arrangement requires the area developer to set-

up several outlets within the assigned territory over a specified time-frame, often this 

requires the area developer to employ hired managers to operate each outlet (Garg et 

al., 2005).  Subsequently, hired managers may shirk their responsibility from 

operating the outlet efficiently (supply less effort) because they are not direct residual 

bearers of profit (that is, from the individual outlet).  Therefore, the hired manager’s 

behaviour may not align with the profit goals of the area developer.  Consequently, 

this may limit the growth of units within the assigned territory because hired 

managers may be performing inefficiently.  As such, the area developer may be 

required to monitor the hired manager’s behaviour for compliance (Eisenhardt, 1989), 

therefore, restricting the time required to implement additional units. 

 

7.2.1.3   Area representative franchising 

With regards to area representative arrangements, the results suggest that area 

representative arrangements facilitate unit growth and, subsequently, enhance 

operational performance of the franchise system.  Contrary to the extant literature, 

area representatives are suggested to be the least likely governance form to achieve 

rapid system growth. Generally, the literature contends that as area representatives 

oversee an assigned territory and are, therefore, unable to engage in contracts with 

potential franchisees (Lowell, 1991), the likelihood of area representatives having a 

direct influence upon unit growth would be improbable.   

 

However, the literature presents limited research in relation to area representative 

arrangements and, more so, the function and performance outcomes as a result of their 

role within franchise systems.  From this, the results may suggest that because the 

purpose of an area representative is to monitor franchisee behaviour (for example, 

adherence to system standards, training etc.), this may result in greater 

communication between the franchisor and franchisee.  Moreover, as master franchise 

agreements require an additional level of management between the franchisor and 

franchisee, it would be reasonable to assume that this would result in more frequent 

contact between the master franchisee and sub-franchisee.  Subsequently, by initiating 

and maintaining a cooperative relationship between the master franchisee and sub-

 208



franchisee (Garg et al., 2005), this may lead to greater unit level production and 

positively transcend to enhancing the overall performance of the franchise system.  

This is similar to previous research within the organisational management literature.  

For example, Manna and Smith (2004) examined the inclusion of emotional 

intelligence (for example, communication) in organisations.  They found that a strong 

direct relationship (for example, communication, value exchange) influences the 

performance outcomes and effectiveness of an organisation.   

 

Therefore (and not uncommon within the franchise literature), those franchisees that 

perform greatest often acquire or are granted the opportunity to purchase additional 

franchise units (for example, Bradach, 1995; Kaufmann & Dant, 1996).  

Subsequently, this suggests that whilst area representatives may not have a direct 

influence over the acquisition and subsequent growth of the franchise system, they 

may indirectly influence the performance of individual units.  For example, area 

representatives may encourage active communication between the franchisor, master 

franchisee and sub-franchisee and enable greater adherence to system standards 

through frequent monitoring.  Concurrently, this may reduce agency concerns of 

franchisee shirking behaviour as there is less opportunity for the franchisee to act 

against the systems and standards employed by the franchisor.  Therefore, the 

inclusion of area representative arrangements may indirectly influence the overall 

growth of the franchise system. 

 

7.2.1.4   Incremental franchising 

With regards to unit growth, the results support the hypothesis that unit growth is 

important in influencing operational performance from an incremental franchising 

perspective.  The results from this study are consistent with Bradach’s (1995) findings 

which found that incremental franchisees were a key source of unit growth.  For 

example, Bradach (1995) revealed that growth and development of the system 

through existing franchisees was favoured especially among restaurant owners.  

Moreover, Bradach (1995) identified that existing franchisees were found to account 

for the greatest percentage of new units and, in addition, found to dominate new 

franchisees as a source of growth.   
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Another possible contributing factor which explains why unit growth may influence 

system performance in relation to incremental franchising relates to the primary 

function (that is, purpose) of an incremental franchising arrangement.  Incremental 

franchising occurs when existing franchisees are granted (based on merit) the right to 

own more than one franchise unit (Grünhagen & Mittelstaedt, 2005; Kaufmann & 

Dant, 1996).  Often, there is less effort on part of the franchisor as they rely on the 

knowledge obtained from the existing franchisee to be transferable to the new unit.  In 

addition, under an incremental franchising arrangement, it is assumed that the 

franchisor has undertaken a comprehensive screening process with the existing 

franchisee.  For example, Kaufmann and Dant (1996) found that the acquisition of 

additional units occurs because franchisees have prior unit success and, therefore, 

have demonstrated both operational efficiency and productivity within an existing 

franchise unit.  Subsequently, this enables greater operational efficiency of the 

franchise system as fewer resources are required on part of the franchisor (for 

example, managerial, time etc.).  As such, growth rates are attributed to a reduction in 

recruiting and training of the franchisee, thereby, limiting agency concerns of adverse 

selection.  Similarly, this confirms Bradach’s (1995) argument whereby there is often 

a heavy reliance of franchisors to adopt incremental franchising due to the 

management processes involved (that is, time, training, additional human resources) 

when expansion is a key objective.  Although Kaufmann and Kim (1995) suggest that 

incremental franchising is a limited form of system expansion because the sequential 

nature of the process indicates that it may be limited by time, it is assumed that this 

would only affect those systems which occupy few units overall.  Therefore, although 

the rate of growth may be slower, the number of units within the system would 

nevertheless increase.   

 

Furthermore, Garg et al. (2005) state that operational efficiency is extended in MUF 

arrangements.  In particular, MUF such as incremental franchising may reduce the 

occurrence of franchisee shirking behaviour.  Unlike hired managers, franchisees 

receive incentives (that is, residual claims) and, therefore, franchisees are more likely 

to work towards greater operational efficiency as this may have a direct impact on 

their residual claims.  For this reason, the franchisees goals are closely aligned with 

the profit goals of the franchisor (Garg et al., 2005), subsequently, encouraging the 

franchisee to achieve the goals of the franchisor.  As such, incremental franchisees 

 210



have a strong incentive to grow the number of units in their possession so as to 

increase their residual claims (Garg et al., 2005). 

 

7.2.1.5  Summary of Unit Growth 

Based on hypothesis one, it is suggested that there is a difference in the effect of unit 

growth upon operational performance across three multi-unit arrangements: master 

franchising, area representative arrangements and incremental franchising. 

Specifically, the results suggest that many agency concerns (for example, monitoring, 

adverse selection, shirking behaviour) can be overcome and, enable growth through 

the implementation of these three multi-unit arrangements (that is, master franchising, 

area representative arrangements and incremental franchising).  For example, the 

significant findings in relation to master franchising can be attributed to expansionary 

strategy, the capital constraints argument and the franchisor/franchisee contract.  In 

addition, the significant findings in relation to area representative arrangements can be 

attributed to factors concerning greater monitoring, promoting communication and a 

cooperative franchisor/franchisee relationship. Finally, the significant findings in 

relation to incremental franchising can be attributed to performance based addition of 

new units, reducing agency concerns of adverse selection and franchisee shirking 

behaviour and the inclusion of residual claimancy. 

 

However, the results also provide insight into the operational efficiency of area 

development arrangements when growth is a primary objective.  Specifically, the 

results suggest that area development arrangements do not influence the operational 

efficiency of a franchise system and, therefore, may not be a preferred method of 

growth.  For example, area development arrangements are subject to agency concerns 

of adverse selection and moral hazard issues including employee (that is, hired 

managers) shirking behaviour.  However, lack of experience on part of the area 

developer was also a rationale justifying the non-significant findings of this 

arrangement.  The following section discusses the influence of operational 

performance in relation to system uniformity across the four multi-unit organisational 

structures. 
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7.2.2 System uniformity 

System uniformity was found to have a significant positive relationship in influencing 

operational performance across two multi-unit franchise arrangements: master 

franchising and incremental franchising.  However, the influence of operational 

performance on system uniformity generated non-significant results in relation to area 

representative arrangements and area development arrangements.  Although the 

findings present mixed results, the findings do partially support Garg et al. (2005), 

Bradach (1995), Kaufmann and Dant (1996) and Weaven and Frazer (2007), whom 

found that management practices (for example, system procedures) are easily 

transferable and, subsequently, uniformity more possible under a MUF arrangement.  

However, an interesting finding of this study was that Garg et al. (2005) suggests that 

uniformity may be better achieved through area development arrangements as 

opposed to incremental franchising; however, the opposite results emerged from this 

study. 

 

7.2.2.1   Master franchising 

With regards to system uniformity, the results support the hypothesis that system 

uniformity is important in influencing operational performance from a master 

franchising perspective.  Although the extant literature suggests that master 

franchisees are less likely to achieve system uniformity across units within their 

assigned territories because they are less likely to monitor individual franchisees in 

terms of their performance and standards (Bradach, 1995; Kaufmann & Kim, 1995; 

Stern & El-Ansary, 1988), the results appear inconsistent with previous research.  

Moreover, research by through Kaufmann and Kim (1995) suggests that a lack of 

monitoring on part of the franchisor may encourage franchisee shirking behaviour 

(that is, less effort) enabling franchisees to deviate from system standards. In addition, 

previous research indicates that master franchisee arrangements may enhance agency 

concerns of inefficient investments, whereby, master franchisees may be less willing 

to forgo additional financial resources to enable greater system uniformity.  This may 

be so as master franchisees will only partially benefit from the on-going royalty of the 

unit as opposed to all profits, as evident in other multi-unit arrangements (for 

example, ADF). 
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However, the results of this study appear contrary to the proposed literature 

(Kaufmann & Kim, 1995).  The literature only suggests that master franchisees are to 

a lesser extant able to sustain system uniformity across independent units within their 

assigned territories, not that it is improbable (Kaufmann & Kim, 1995).  Therefore, 

the results suggest that although master franchisee arrangements present an additional 

level of management between the franchisor and franchisee (that is, being the master 

franchisee) master franchisees are able to achieve, thus, sustain uniformity across all 

units within their territories.  This may indicate that master franchisees are more 

proactive in their role than first assumed as they are responsible for providing initial 

and ongoing training and support, the initiation of marketing programs and 

monitoring the adherence of operating, procedural and brand protection (Justis & 

Judd, 1986; Kalnins, 2005); all factors contributing to enhanced operational 

performance and, subsequently, sustaining system uniformity.   Therefore, it appears 

that in an effort to ensure system uniformity (for example, quality control) the 

franchisor and master franchisee assume separate and distinct roles; the franchisor 

controls business operations, thereby, requiring master franchisees to serve as 

marketing agents (for example, monitor the behaviour of franchisees).  Subsequently, 

it appears from the results of this study that the role of the master franchisee is to 

assist the franchisor in monitoring areas concerning, for example, design and 

appearance standards, methods of operation and sales restrictions (Lozada, Hunter & 

Kritz, 2003).   

 

7.2.2.2    Area development franchising 

With regards to system uniformity, the results suggest that system uniformity does not 

influence operational performance from an area development perspective.  This is 

contrary to the extant literature which suggests that uniformity may be better achieved 

through area development arrangements as opposed to other forms of multi-unit 

structures (for example, incremental franchising) (Bradach, 1995).    

 

From an agency perspective, problems of adverse selection can present challenges for 

system uniformity. Maintaining uniformity appears to require a distinctive set of 

management expertises than that of a single unit franchisee assumes (Kaufmann & 

Dant, 1996; Grünhagen & Mittelstaedt, 2002; Sen, 2001).  However, the role of an 

area developer is to acquire a certain number of units upfront and, therefore, they are 
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assumed to have the multi-unit skills (for example, human resource capabilities and 

resources) to accommodate a multi-unit arrangement, including addressing system 

standards of uniformity.  Similarly, Bodipo-Memba and Lee (1997) suggest that area 

development arrangements overcome agency concerns of inefficient investments.  For 

example, area developers are aware of the administrative and management tasks 

involved in operating multiple units.  Furthermore, area developers are more willing 

to invest in additional resources (for example, managerial and physical) to assist in the 

achievement of uniformity and further development of their territories/units (Garg et 

al., 2005).  However, similar to previous arguments outlined for area development 

arrangements, the non-significant results reported from this study may be largely 

influenced on the area developer’s lack of ability to establish, maintain and operate 

efficiently several units within the one territory (Kaufmann & Kim, 1995). 

 

The results of this research may align with the original arguments proposed by 

Kaufmann (1992).  Kaufmann (1992) suggest that franchisees operating more than 

one outlet would be unable to ensure the provision of service as closely as those 

franchisees monitoring a single unit.  As such, Kaufmann (1992) argues that the lack 

of service provision would decline for multi-unit operators particularly those 

franchisees that operate more than one outlet.  This suggests that unit performance is 

inversely related to the size of the mini-chain.  Therefore, the arguments proposed by 

Kaufmann (1992) may substantiate the findings of this study.  Given that area 

developers are required to own and operate several outlets within the one territory, 

they may suffer from performance decay due to size (Bradach, 1995; Weaven, 2004) 

which would result in the area developer becoming an average performing operator.  

Subsequently, this may impede the area developer from ensuring that system 

standards are consistent with those stipulated by the franchisor.  Although Garg et al. 

(2005) suggests that the franchisor is more likely to monitor the area developer with 

greater detail (and more frequently) to ensure uniformity and, therefore, minimise the 

chance that the area developer will free-ride off the brand, the findings were 

inconsistent.  Specifically, the results from Garg et al. (2005) were incentive-based 

suggesting that uniformity in area development arrangements was dependent on the 

risk of detection or failure to comply as opposed to their willingness to simply adhere 

to the terms (system standards) stipulated under the contractual agreement.  
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In addition, further support for the results of this study may be attributed to the 

inclusion of an additional layer of management, which may also hinder the 

operational performance of the territory.  For example, Rubin (1990) suggests that a 

franchise systems continued success is largely dependent on the hired managers at 

each outlet and their ability to maintain the operational norms stipulated by the 

franchisor.  Therefore, if hired managers fail to observe the guidelines of the franchise 

system (including the adoption and practice of system standards) it is unlikely that the 

franchise system can ensure chain-wide consistency (Sen, 1998).  Furthermore, 

system uniformity is particularly difficult to achieve in a service based industry (such 

as the franchise sector) as often there is a greater degree of human interface with 

customers directly and, therefore, issues of intangibility arise (Sen, 1998; Zeithaml, 

Parasuraman & Berry, 1985).  As such, Bradach (1995) suggests that system 

uniformity may become more acute with large multi-unit franchisees (such as area 

developers). Often, these hired managers are salaried employees who take on 

management positions who are not financially rewarded or compensated for higher 

performance (Krueger, 1991).  Therefore, hired managers may lack the attention to 

detail required to ensure uniformity across all units with the territory, subsequently, 

reducing uniformity across the franchise system.   

 

7.2.2.3   Area representative franchising 

With regards to system uniformity, the results suggest that system uniformity does not 

influence operational performance in relation to area representative arrangements.  

From an area representative perspective, an area representative is required to oversee 

individual franchisees as well as multi-unit operators.  Therefore, given that area 

representatives operate on behalf of the franchisor to guide and monitor franchisee 

behaviour, system uniformity is more likely to be achieved.  However, given that the 

role of an area representative is to oversee franchisees within an assigned territory, 

their rights are limited as they are not contractually bound to the franchisee.  This 

differs from other multi-unit arrangements (such as master franchisee arrangements) 

as part of their role is to formally establish contracts with potential franchisees (Justis 

& Judd, 1986).  Subsequently, this may enhance the power and control of the master 

franchisee, which is not transferable to an area representative arrangement.   
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Furthermore, in addition to monitoring franchisee behaviour, area representatives 

receive an agreed percentage of the royalty contribution (Whittemore & Perry, 1998) 

for recruiting potential franchisees.  Therefore, the findings of this study may suggest 

that area representatives concentrate on recruitment of franchisees because they 

receive a portion of the royalty as opposed to monitoring franchisee behaviour.  This 

may explain why in this research area representatives were found to be less effective 

in ensuring compliance with system standards and, therefore, are more incentive-

based driven (that is, financial incentive). 

 

Another contributing factor which may explain why area representative arrangements 

are unlikely to influence system uniformity is monitoring costs.  For example, 

Lafontaine and Slade (1996) suggest that when monitoring costs are high (usually 

attributed to geographic dispersion of units) firms choose to monitor less frequently.  

This may explain why area representative arrangements in this study were unlikely to 

influence the operational performance of franchise systems in terms of system 

uniformity.  Therefore, the high costs attributed to monitoring units geographically 

distinct to the headquarters (that is, franchisor), may indicate that compliance with 

system standards are less probable.  As such, Lafontaine and Slade (1996) suggest that 

to counteract the need for frequent monitoring (adherence of system standards), often 

franchisors used residual claims to a greater extent to realign the goals of the 

franchisor to other MUF arrangements (in this case AR).   

 

7.2.2.4   Incremental franchising 

With regards to system uniformity, the results suggest that system uniformity is likely 

to influence operational performance from an incremental franchising perspective.  

According to Garg et al. (2005), MUF is preferred when wide variations occur 

between units, which are more probable in a system which occupies several 

independent franchisees.  Furthermore, free-riding is suggested to be less likely in 

MUF arrangements because brand deterioration is more likely to influence multi-unit 

franchisees than a single unit franchisee (Garg et al., 2005; Dant & Gundlach, 1998).  

This being so, incremental franchisees occupying few units or those located in 

geographically distant markets may be inclined to free ride off the brand or trademark 

of the franchisor (Bradach, 1995; Combs & Castrogiovanni, 1994; Fladmoe-Lindquist 

& Jacque, 1995).   
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However, given that an incremental franchisee originates as a single unit franchisee, 

there may be a greater ability to maintain uniformity across their units as SUF may 

transfer similar operational processes as they do in one unit to more than one unit.  

Given that most Australian franchise systems occupy fewer than 30 units, this may be 

probable (Frazer et al., 2006) as fewer units would require less monitoring on part of 

the franchisor.  Subsequently, the franchisor may be more inclined to engage in more 

active monitoring procedures as resource constraints attributed to monitoring (for 

example, financial, time and human) would be less than in large franchise systems.  

More so, Garg et al. (2005) suggests that incremental franchisees would be more 

likely to uphold system standards as unit additions are dependent on the operational 

and managerial performance of the franchisee and, as such, is dependent on the 

franchisee complying with the franchise concept.  Therefore, the deterioration of the 

brand through non-compliance of system standards would deny further unit additions, 

if standards are eroded and, as a result, limit the franchisee from obtaining additional 

units.   

 

7.2.2.5  Summary of System Uniformity 

In relation to hypothesis two, the results confirm that operational performance can 

influence system uniformity in master franchising and incremental franchising 

arrangements.  For example, the significant findings attributed to master franchising 

can be related to limiting agency concerns of franchisee shirking behaviour and 

inefficient investment.  More so, the significant findings in relation to incremental 

franchising can be attributed to the transfer of operational processes, the size of the 

franchise system and performance based addition of units.  However, the influence of 

operational performance in enhancing system uniformity yielded non-significant 

results in relation to both area development and area representative arrangements.  

Specifically, the non-significant findings attributed to area development arrangements 

may be attributed to factors concerning performance decay and the non-compliance of 

system standards through the use of hired managers.  Finally, in relation to area 

representative arrangements, the non-significant findings may be attributed to factors 

concerning the non-contractual area representative arrangement, financial incentive 

focus and the high costs associated with monitoring franchisee behaviour.  The 

following section discusses the influence of operational performance in relation to 

local responsiveness across the four multi-unit arrangements. 
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7.2.3     Local responsiveness 

With regards to local responsiveness, the results suggest that local responsiveness 

does not influence operational performance across all four multi-unit franchising 

arrangements; master franchising, area development arrangements, area representative 

arrangements and incremental franchising.  This is consistent with the research 

conducted by Bradach (1995), which found that multi-unit franchising was less 

effective in addressing the challenges associated with meeting local market 

conditions.  In particular, prior research found that whilst multi-unit franchising may 

facilitate system uniformity, in consequence, it may limit local market responsiveness, 

hence, local market innovation (Bradach, 1998; Ingram, 1996). 

 

7.2.3.1   Master franchising 

With regards to local responsiveness, the results suggest that being locally responsive 

does not influence the operational performance of a master franchise arrangement.  

Specifically, a direct limitation of administering a master franchisee to a franchise 

system is the additional cost, in relation to issues involving management and control 

(Kaufmann & Kim, 1992).  In other words, the introduction of master franchisees 

often gives rise to an additional level of management (that is, sub-franchisor) and, 

therefore, it may be less likely that the master franchisee observes all independent 

franchise units within their assigned territory at the individual store level, rather, at a 

‘middle’ management level overseeing the assigned territory holistically.  Although, 

previous studies (for example, Minkler, 1992) argue that local markets rely on local 

level decision makers who understand local market tastes and preferences and, 

therefore, have the knowledge to be locally responsive; this may not be so from a 

master franchising perspective.  This can be attributed to the fact that whilst master 

franchisees operating franchised units attempt to develop processes which 

accommodate local market demands, local idiosyncrasies in local markets may 

provide little value to those operating in other areas within the territory.  For example, 

Bolton (2002) found that the geographic contiguity of units (that is, geographic 

dispersion) in Australian franchise systems dictate that they are less willing to sell 

units that are in close proximity to one another.  Therefore, this suggests that if the 

geographic proximity of units within a territory is distant, the master may not be able 

to apply the knowledge obtained from one area (that is, individual franchisee) to 

another area (that is, other franchisees).  Subsequently, it may be unlikely that the 
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innovation, new idea or process will be applied across all units within the assigned 

territory (Sorenson & Sorenson, 2001).  Furthermore, Prahalad and Doz (1987) 

suggest that as markets become more homogeneous, limited market adaptation is 

required.   

 

From a multi-unit franchising perspective both Bradach (1992, 1995) and Garg et al. 

(2005) found that multi-unit franchising is less suitable for local responsiveness in 

comparison to single-unit franchising.  Under contractual terms and becoming more 

prominent within franchise systems, master franchisees are often required to develop 

one or more units prior to selling franchises or acquiring the role as the master 

franchisee for a region (Roh & Andrew, 1997).   This enables the master franchisee 

and franchisor to accommodate local needs and preferences prior to growing the 

system (that is, addition of many units at once).  Therefore, whilst additional changes 

may be required or found after the implementation of the master, it may be less likely 

to occur because it can prove costly.   

 

A final factor which may contribute to the non-significant findings of local 

responsiveness in relation to master franchising may be incentive based.  Specifically, 

master franchisees may focus on areas concerning training and development of 

franchisees because they are entitled to a portion of the royalty payment.  

Subsequently, master franchisees may spend less time being locally responsive in 

their territory (for example, networking with local businesses).  Therefore, master 

franchisees may concentrate on developing growth strategies as to ensure that the 

application of any additional resources (for example, time, effort) will benefit them 

directly and immediately as opposed to pursuing local market innovations which may 

benefit the franchisee, however, have little, if any, direct benefit to the master 

franchisee. 

 

7.2.3.2    Area development franchising 

With regards to local responsiveness, the results suggest that being locally responsive 

does not influence the operational performance of area development arrangements.  In 

particular, this finding supports Bradach (1995) who suggests that because hired 

managers are likely to move positions more often than would owner-operators, they 

would acquire less knowledge and experience in the local market.  For example, Darr, 
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Argote and Epple (1995) found that managerial turnover accounted for more than 50 

percent in their study exploring productivity in franchise organisations.  In addition, 

hired managers may shirk (that is, reduced effort) the system as they are not residual 

claimants and, subsequently, receive fixed salaries (Garg et al., 2005; Lafontaine, 

1992).  Therefore, hired managers are less inclined to actively pursue local market 

opportunities (for example, networking with local businesses) on behalf of the owner-

operator (for example, area developer).  Furthermore, Garg et al. (2005) found that an 

additional implication of hired managers is the agency concern of adverse selection.  

Specifically, Garg et al. (2005) suggest that it is difficult for owner-operators (for 

example, area developers) to identify in advance the hired manager’s behaviour when 

local responsiveness is a principle objective.  More so, Eisenhardt (1989) suggests 

that a hired manager’s behaviour cannot be easily observed or evaluated which, 

subsequently, enables the hired manager to shirk with little risk of being exposed.   

 

Given that the purpose of an area development arrangement is to establish a 

predetermined number of units over an agreed time frame (Garg et al., 2005; 

Kaufmann & Dant, 1996; Kaufmann & Kim, 1993, 1995), the owner-operator (for 

example, area developer) may lack the time to mentor hired managers in relation to 

local nuances (Kaufmann, 1992).  Furthermore, Bradach (1995) suggests that often 

small and less experienced franchisees pursue the same strategy as the franchisor 

regarding item prices, products, suppliers and other issues that may be able to 

accommodate local needs.  This may explain why local responsiveness was found to 

yield non-significant results in relation to area development arrangements as hired 

managers may choose to adopt (and comply) with the format processes instilled into 

them by the area developer.  As such, hired managers may be less willing to actively 

pursue local market interests, tastes and preferences.  Further support for this is given 

by research by Kaufmann and Dant (1998) whom suggest that work practices (for 

example, implementing innovative processes to accommodate local market demands) 

may be limited by the difficulties in structuring and supporting innovative ideas 

(Block & MacMillan, 1993).  This being the case, ADF may focus on growing their 

territories and, therefore, utilise additional resources to establish new units as opposed 

to concentrating on adapting to local market demands. 
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7.2.3.3 Area representative franchising 

With regards to local responsiveness, the results suggest that being locally responsive 

does not influence the operational performance of area representative arrangements.  

Specifically and, as previously stated, the primary role of an area representative is to 

oversee an assigned territory(s) on behalf of the franchisor.  In particular, this requires 

the area representative to monitor the behaviour of franchisees and to ensure that 

franchisees are complying with the franchise concept and format.  In addition, an area 

representative is also responsible for soliciting prospective franchisees (Whittemore & 

Perry, 1998).  Based on the fact that an area representative’s function is to monitor 

and recruit potential franchisees, their role (that is, function) does not require them to 

ensure that franchisees are responding to local market needs (for example, 

networking, modifying the product concept), hence, being locally responsive.  This 

would substantiate the non-significant findings attributed to area representatives from 

a local responsiveness perspective. 

 

7.2.3.4 Incremental franchising 

With regards to local responsiveness, the results suggest that being locally responsive 

does not influence the operational performance of an incremental franchising 

arrangement.  Garg et al. (2005) suggest that incremental franchisees would be more 

capable of responding to local market needs because the composition of an 

incremental franchise arrangement initially began as a single unit.  Furthermore, Garg 

et al. (2005) state that an incremental franchise arrangement is based on the success in 

terms of achieving optimal operational performance of a single unit.  Subsequently, 

the franchisee is given the opportunity of being granted an additional unit (based on 

performance).  Therefore, it is assumed that the success of the initial unit was in part 

based on achieving high operational standards, such as the importance of aligning the 

franchise format to the local idiosyncrasies of the local market.  More importantly, 

Garg et al. (2005) suggest that because incremental franchisees begin as a single-unit 

franchisee, they are more likely to ensure that in circumstances where hired managers 

are required (for example, incremental franchisee with multiple units), that an 

emphasis is placed on local market innovation and responding to local market needs.  

However, reconfirming the residual claimancy argument, hired managers are not 

direct profit bearers and, therefore, whilst emphasis may be instilled into hired 
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managers on the importance of being locally responsive, there is no incentive to 

maintain this practice. 

 

Furthermore, Bradach (1995) suggests that the size of the franchisee can influence the 

ability of the franchisee to act locally responsive.  Bradach (1995) argues that 

franchise systems that empower their franchisees to obtain local market knowledge 

are more effective in responding to local market needs (Jensen & Meckling, 1976).  

However, Bradach (1995) also suggests that as single-unit franchisees grow in size 

(that is, become incremental franchisees), their ability to respond effectively to the 

local market decreases.  In addition, given that an incremental franchisee began as a 

single-unit operator, their initial intentions when entering into the contractual 

arrangement with the franchisor may not include the addition of further units.  

Therefore, if the single-unit franchisee (in agreement with the franchisor) is granted 

the right to additional units, they may lack the necessary experience to operate multi-

units.  This aligns with the findings of Weaven and Frazer (2007) and Kaufmann 

(1990), whereby in certain franchise systems multi-unit operators had a lack of local 

market knowledge which resulted in performance decay of the multi-unit 

arrangement. 

 

7.2.3.5 Summary of Local responsiveness 

In relation to hypothesis three, the results are consistent with previous research 

confirming that multi-unit arrangements are less effective in accommodating local 

market needs (that is, being locally responsive).  Firstly, in relation to master 

franchising arrangements the findings suggest that master franchisees are less 

effective in meeting local idiosyncrasies because of the additional level of 

management.  Additional factors which substantiate the non-significant findings of 

master franchisee arrangements being locally responsive include: the geographic 

contiguity of units which may inhibit the transferability of local market innovation 

across all units, initial establishment of units by the master franchisee and residual 

claimancy.  Secondly, in relation to area development arrangements, the non-

significant findings in relation to local responsiveness can be attributed to the 

acquisition of hired managers regarding their behaviour (that is, shirk due to non-

residual claimants and inexperience in format processes and work practices).  Thirdly, 

in relation to area representative arrangements the non-significant findings can be 
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attributed to the fact that being locally responsive is not considered a primary factor 

defining the role and function (that is, monitor and recruit potential franchisees) of an 

area representative arrangement.  Finally, in relation to incremental franchising, the 

non-significant findings can be attributed to residual claimancy, size of the franchisee 

and lack of experience in operating more than a single unit. 

 

7.2.4     System-wide adaptation 

With regards to system-wide adaptation, the results suggest that system-wide 

adaptation does influence operational performance across all four multi-unit 

franchising arrangements; master franchising, area development arrangements, area 

representative arrangements and incremental franchising.  Given that all multi-unit 

arrangements yielded significant results, the forthcoming section will present each of 

the multi-unit arrangements collectively. 

 

To begin, there is only one known study which has examined system-wide adaptation 

from a multi-unit perspective (Bradach, 1995).  However, Bradach (1995) completed 

a comparative study between the operational performance of single-unit versus multi-

unit organisational arrangements.  This study extends the work of Bradach (1995) and 

specifically examines the influence of operational performance in relation to system-

wide adaptation across four different forms of multi-unit structures (that is, master 

franchising, area development franchising, area representative franchising and 

incremental franchising).  Therefore, the findings of this study provide further insight 

and validate the importance of system-wide adaptation on the operational 

performance of multi-unit organisational structures. 

 

In particular, Bradach (1995) suggests that for a franchise system to be sustainable 

(that is, grow and survive) it must be able to evolve with changes that occur in the 

marketplace.  Although, adaptations can become difficult especially for those systems 

which have many geographically dispersed units (Bradach, 1997), Dand and Grunlach 

(1998) suggest that multi-unit operators may be more willing to implement system 

changes because they possess similar management issues to that of a franchisor. For 

example, from a multi-unit perspective both a master franchisee and area developer 

operate as a sub-franchisor; however, they are responsible for overseeing (for 

example, recruit, monitor etc.) one territory as opposed to the entire franchise system.  
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Similarly, the role of an area representative is to monitor the behaviour and 

performance of franchisees within an assigned geographic region; thereby, mimicking 

the role of a franchisor on a small scale.  In relation to incremental franchisees, the 

granting of additional units may indicate that as their units grow in number, they 

operate more from a management role in order to govern more than one single unit. 

 

Furthermore, the significant findings attributed to system-wide adaptation and its 

influence on operational performance may suggest that both the franchisor and 

franchisee engage in information exchange; proactively providing each party with 

relevant information (for example, factors to sustain their position in the market) to 

enhance the overall productivity of the franchise system (for example, Sen, 2001).  

This is contrary to previous research (for example, Dant & Nasr, 1998; Doherty & 

Quinn, 1999) contending that information asymmetry (lack of information exchange, 

communication) is a common problem that the franchisor-franchisee relationship 

encounters.  One focal area in which information asymmetry can emerge is the desire 

for more autonomy on part of the franchisee (Dant & Gundlach, 1998).  In relation to 

autonomy, lack of compliance in implementing system changes may be attributed to 

the longevity of the franchisee (for example, assuming a greater understanding of their 

local market place).  However, Dant and Gundlach (1998) suggest that franchisees are 

more likely to share information with franchisors to overcome environmental 

uncertainty (for example, high competition), indicating a reduced level of autonomy 

on part of the franchisee.  Subsequently, multi-unit operators may be more inclined to 

implement changes to their outlets (or territories) if franchisors are willing to address 

concerns such as marketplace competition.   

 

Moreover, Dant, Li and Wortzel (1995) suggest that a mutual exchange of 

information can enhance the longevity of the franchisor-franchisee relationship and 

influence the service quality of the system.  Similarly, this supports early research 

conducted by Snyder and Morris (1984) suggesting that effective communication can 

influence the performance of the organisation.  For example, the role of an area 

representative is to act on behalf of the franchisor and maintain regular 

communication with franchisees, including outlet visits (Bradach, 1997; Dant & Nasr, 

1998).  Subsequently, regular communication and contact by area representatives may 

ensure that the generation of new ideas or franchisee concerns are regularly attended 
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to ensuring a proactive and open relationship between the franchisor and franchisee.  

As such, the need for changes (based on the requisite of the franchisor) may be more 

likely because the franchisees are likely to see the franchisor working on behalf of 

their interests.   Similarly, Sorenson and Sorenson (2001) suggest that knowledge 

transfer is essential across multi-unit operations to enhance system-wide 

improvements.  In support of this, Sen (2001) suggests that this is apparent in the 

master franchise arrangement because master franchisees have access to downstream 

information (for example, franchisees).  As such, this enables master franchisees to 

observe independent franchisees in their territory and, where necessary, take timely 

action.  Therefore, because they are within close proximity to the franchisees, master 

franchisees can supervise more effectively (Sen, 2001) and ensure system compliance 

(including system changes).   

 

Furthermore, Bradach (1995) suggests that franchisees are more willing to implement 

ideas in which they have had a vested input.  In other words, those franchisors that 

actively engage with franchisees to solicit their expertise and knowledge of the 

product in their local market are more likely to comply with adaptations when those 

ideas are considered self-generated.   The findings of this study substantiate the 

research conducted by Bradach (1995).  For example, the purpose of granting an 

additional unit to an incremental franchisee is, in part, based on their success (that is, 

performance) attributed to their knowledge and experience within their local market.  

Therefore, if franchisors implement adaptations that align with local markets, 

however, are adaptable across regions, multi-unit operators such as incremental 

franchisees would be more willing to adhere to system changes.   

 

In addition, Bradach (1995) suggests that often franchisors (although contractually 

entitled) do not enforce adaptations on franchisees because of the harm of imposing 

compliance may cause to the working relationship between the franchisor and 

franchisee.  Therefore, indirectly franchisors may encourage franchisees to generate 

new ideas in relation to the franchise concept as this may indirectly influence the 

franchisee to initiate the adaptation of these changes.  However, Bradach (1998) did 

find that often franchisors tested new ideas in company-owned operations initially and 

once proven (that is, success of new products and procedures), chain managers (that 

is, multi-unit operators) were more inclined to adopt the innovation.  Furthermore, 
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Bradach (1995) contends that through his research franchisors actively suggested that 

adaptations can present challenges as often adaptations require additional resources on 

part of the franchisee (for example, financial, managerial etc.).  However, franchisors 

found that franchisees are concerned about growth and are generally focused on 

‘greed’ (p.79) and, therefore, persuasion of adaptations based on an economic basis 

(that is, the adaptation will generate greater profits) will entice franchisees to adopt 

the adaptation.   

 

In addition, Bradach (1995) suggests that the more concentrated the franchisees, the 

easier and more likely they are to implement change.  This may explain the significant 

findings of system-wide adaptations from an Australian franchise sector perspective 

because often the franchise systems begin small and gradually grow in size and 

location (Frazer et al., 2006; Frazer et al., 2008).  Although arguments would suggest 

that smaller systems occupy fewer resources to enable the implementation of system-

wide adaptations, this may depend on the franchise system itself.  For example, 74 

percent of franchise systems in Australia occupy fewer than 50 units, with 37 percent 

holding less than 10 units per system (Frazer et al., 2008) suggesting that most of the 

units would be highly concentrated enabling operational consistency to be more 

transferable.  This is consistent with previous research which suggests that franchisors 

prefer to grow by establishing geographically focused franchise systems, saturating 

one region initially and gradually expanding to new locations (Martin, 1988). 

 

Finally, Sorenson and Sorenson (2001) suggest that system-wide adaptations can 

conflict with local market conditions (that is, being locally responsive) especially in 

dissimilar markets to the home market or headquarters.  This may also provide 

justification as to why system-wide adaptation yielded significant findings however 

local responsiveness was found to reveal non-significant results. 

 

7.2.4.1  Summary of System-wide adaptation 

In relation to hypothesis four, the results suggest that system-wide adaptation 

influenced operational performance across all four multi-unit structures.  Specifically, 

the significant results can be attributed to several explanations.  System-wide 

adaptation is more likely to enhance operational performance across all multi-unit 

organisational forms because multi-unit operators, in many instances, function as 
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mini-franchisors.  In addition, multi-unit operators proactively engage in information 

exchange (for example, active communication) reducing information asymmetry.  

Furthermore, multi-unit operators are more inclined to adapt to changes when those 

changes are self-generated and, subsequently, closely align with local market 

idiosyncrasies.  Finally, system-wide adaptations are more likely for multi-unit 

operators where there exists a geographically high concentration of units.  The 

following section will provide a summation of the results comparing which of the four 

governance models influences operational performance and, is subsequently, more 

likely to achieve the four franchising imperatives more effectively. 

 

7.3 SUMMATION OF OVERALL MODEL RESULTS 

From the preceding discussion with the exclusion of local responsiveness, the three 

remaining franchising imperatives (that is, unit growth, system uniformity and 

system-wide adaptations) appear, in varying degrees, to influence the operational 

performance of the four multi-unit governance structures (master franchising, area 

development franchising, area representative franchising and incremental 

franchising).  Table 7.2 provides a summation of the model results. 

 

Table 7.2 Summation of model results 

Governance 
Arrangement 

Number of significant 
constructs 

Constructs 

Master Franchising 3 Unit growth 
System uniformity 
System-wide adaptation 
 

Area development  1 System-wide adaptation 
 

Area representative 2 Unit growth 
System-wide adaptation 
 

Incremental franchising 3 Unit growth 
System uniformity 
System-wide adaptation 

 

Source: developed for this research 

 

As Table 7.2 indicates, a comparison of the four franchising imperatives and the 

influence of operational performance across the four governance models revealed that 
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in relation to all four governance models, both master franchising and incremental 

franchising were greater in achieving unit growth, system uniformity and system-wide 

adaptation, hence, the franchising imperatives (Bradach, 1995).  Given that this study 

was based on a sample of Australian franchisors, the results support the research 

conducted by Frazer et al. (2008) whom found that both master franchising and 

incremental franchising are the most common multi-unit forms adopted by Australian 

franchisors.   
 

Overall, this finding highlights the importance of master franchising and incremental 

franchising in enhancing the operational performance of franchise networks through 

unit addition, compliance of system standards (that is, uniformity) and adapting to 

market place demands, hence, innovations.  Therefore, for those franchise networks 

aiming to increase the operational efficiency of their systems through growth, 

uniformity and system-wide adaptations, franchisors should employ a master 

franchising and/or incremental franchising arrangement.  This finding supports 

previous literature (for example, Frazer et al., 2008; Hartnett, 1987; Kaufmann & 

Dant, 1996; Lowell, 1991) in relation to master franchising arrangements which have 

been found to increase system growth.  However, in addition, the results do suggest 

that master franchising can also enhance the operational efficiency of a franchise 

system through implementing system uniformity; a finding contrary to previous 

research (Bradach, 1995; Kaufmann & Kim, 1995).  Furthermore, the findings 

revealed that system-wide adaptations were found to influence the operational 

efficiency of a franchise network, a finding not previously explored.   

 

In addition, the results do provide insight into incremental franchising.  For example, 

previous research has suggested that whilst incremental franchising can enable unit 

growth (Bradach, 1995) it does so, less effectively than through other multi-unit 

arrangements (Kaufmann & Kim, 1995) (for example, ADF).  Therefore, the results 

reveal that incremental franchising goes against the traditional arguments of 

Kaufmann and Kim (1995) and is an advantageous multi-unit form where unit growth, 

system uniformity and system-wide adaptations are strategic imperatives for the 

franchise system. 
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However, this was not the case for area development arrangements.  Specifically, area 

development arrangements were only found to increase operational performance in 

those franchise systems employing system-wide changes.  As previously suggested, 

this finding is contrary to the established literature pertaining to area development 

arrangements.  For example, Garg et al. (2005) argue that area development 

arrangements are a dominant organisational structure when growth is a strategic 

imperative.  However, as the results revealed from this study, area development 

arrangements do not enable unit growth nor system uniformity or local 

responsiveness.  This suggests that whilst area development arrangements are 

beneficial to franchise systems given their primary function is to sell a territory to one 

area developer who is then responsible for establishing a set number of units in a 

predetermined time frame, the likelihood that the area developer can improve the 

operational performance of their territory through growth, uniformity and local 

responsiveness is less probable.  As previously suggested, one implication of the 

results in relation to area development arrangements may be the lack of franchise and 

managerial experience of the area developer to perform the function as per the profile 

of an area developer. 

 

Finally, the employment of an area representative arrangement has been limited which 

correlates with the lack of empirical evidence to support the use of this multi-unit 

organisational form.  However, the results do suggest that area representatives are a 

growing multi-unit form and that their function in relation to enhancing operational 

performance is particularly influential for those franchise systems where growth (Roh 

& Andrew, 1997) and the application of system-wide changes is a key objective.  For 

example, the function of an area representative is to recruit potential franchisees and 

monitor the behaviour of individual franchisees within specific territories, both factors 

which correlate with growth and application of system changes or innovations. 

 

Overall, the results imply that three of the four franchising imperatives can influence, 

in varying degrees, the operational performance of those franchise systems adopting 

multi-unit organisational forms, such as, master franchising, area development 

arrangements, area representative arrangements and incremental franchising. 
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7.4     LIMITATIONS 

Although the findings of this research provide insight into the four franchising 

imperatives influence upon operational performance across the four MUF 

organisational structures, it is important to acknowledge that as with all research, 

limitations are apparent and, therefore, require further discussion in relation to the 

current study.  In particular, this study presents three specific limitations, being, the 

data-collection method, the generalisability of the findings based on an Australian 

sample and managerial orientation. Whilst the limitations of this study need to be 

addressed, it should be identified that the limitations are discussed to establish the 

boundaries of this study and to identify appropriate avenues for future research, rather 

than to dispute the findings of this study.   

 

Firstly, the use of surveys as the data collection method raised some concerns over 

possible measurement error.  Measurement error can occur due to the inability of 

respondents to accurately determine their attitudes and beliefs towards the statements 

within the survey.  However, as reported in Chapter Six, the scales all reported 

acceptable reliabilities and acceptable factor structures.  Therefore, it is suggested 

measurement error was not problematic within the data analysis. 

 

Secondly, the sample of franchisor respondents was drawn exclusively from Australia 

which may inhibit the generalisability of results.  However, as suggested by Alon and 

McKee (1999) and Frazer (2000) Australian franchise systems occupy a mature level 

of franchising, similar to other world nations where franchising is commonly adopted 

as an expansionary strategy (for example, the United States, Europe) (Alon & McKee, 

1999; Frazer, 2000).  In addition, most Australian franchisors are expanding their 

operations internationally relatively early, in terms of both size and age (Frazer et al., 

2006) indicating that their practice of MUF expansionary strategies are not only 

exclusive to Australia, however, other regions of the globe (Fraser et al., 2007).   This 

being the case, it could be proposed that the findings could be generalised beyond the 

Australian franchise sector, especially to other similar franchise climates such as the 

United States and Europe. 

 

Finally, limitations may surround the differences in managerial orientation, which 

may limit the predictive application of this study to all franchise systems.  In this 
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sense, many of the arguments proposed may be dependent on the franchisors 

willingness and tendency to adopt multi-unit franchising expansionary strategies.  In 

addition, the hypotheses proposed (for example, unit growth, system uniformity, local 

responsiveness and system-wide adaptation) may be limited by the extent to which 

each hypotheses forms part of the overall franchise system’s strategy (Bradach, 1995).  

For example, those franchise systems which emphasises growth would be more 

interested in the implications of growth on their system as opposed to the influence 

that all four franchising imperatives could holistically contribute to the overall 

operational performance of their system.  Furthermore, previous research has found 

that franchise systems and managerial orientation may change over time (for example, 

Oxenfeldt & Kelly, 1969).  Therefore, the original motivations revealing why 

franchisors choose to engage in MUF may become increasingly vague.  As such, the 

inability of franchisors to accurately identify and justify their prior decision-making 

may limit the validity of the results (Dant, 1995).  

 

7.5   IMPLICATIONS 

The following section provides a discussion of the implications present from this 

research.  The implications will provide insight from three independent perspectives: 

theoretical implications, managerial implications and public policy implications.  To 

begin, the theoretical implications will be discussed. 

 

7.5.1 Theoretical Implications 

This research affirms that multi-unit franchising is a pervasive form of expansion in 

Australia and other world economies (Weaven & Frazer, 2003).  For example, from 

this study it is evident that multi-unit franchising is a preferred choice of governance 

form in Australia.  More so, the findings provide further insight into the common 

multi-unit organisational structures employed by Australian franchisors.  However, 

whilst multi-unit franchising is becoming an increasingly popular expansion strategy, 

there has been limited research on what mode of multi-unit franchising expansionary 

strategy is more effective in terms of realising the four franchising imperatives.  This 

is particularly important as previous studies (for example, Bradach, 1995; Garg et al., 

2005) suggest that the four franchising imperatives of unit growth, system uniformity, 

local responsiveness and system-wide adaptation are fundamental to the operational 
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efficiency of the franchise system, hence, its’ sustainability.  Subsequently, by 

empirically examining the four franchising imperatives, this study has provided valid 

and reliable measures in relation to the four franchising imperatives (which can be 

used in future research). 

 

Furthermore, the findings of this study extend current multi-unit franchising research 

conducted in the United States (Bradach, 1995; Garg et al., 2005) which is important 

as Australia is often coined the ‘franchise capital of the world’ (Walker, 2004, p. 36).  

Moreover, the level of maturity experienced by the franchise sector in Australia is 

comparable to the United States (Frazer, 2000).  As such, the findings of this study do 

have implications to extending franchising theory to the United States and, similarly, 

other mature franchise markets.   In particular, the findings of this study suggest that 

the four franchising imperatives are able to determine which multi-unit organisational 

form is more effective in achieving operational performance.  For example, unit 

growth enhanced the operational performance across three multi-unit organisational 

forms (that is, master franchising, area representative franchising and incremental 

franchising) confirming the arguments proposed by Bradach (1995).  However, these 

findings extend the exploratory work of Bradach (1995) and, subsequently, provide 

more insight into the importance of unit growth by empirically testing each multi-unit 

mode (for example, master franchising) to identify system (operational) performance.   

 

In addition, the findings suggest that system uniformity does increase the operational 

performance for those franchise systems which adopt master franchising and 

incremental franchising multi-unit organisational forms, a finding contrary to past 

research (Garg et al., 2005).  Although, previous studies have linked multi-unit 

expansion with system uniformity (for example, Bradach, 1995; Garg et al., 2005), the 

inconsistent findings between this study and Garg et al. (2005) (the only known 

existing additional study to examine system uniformity and modes of multi-unit 

organisational forms) may be a result of the factors governing franchising choice in 

Australia.   For example, Frazer et al. (2008) identify that on average Australian 

franchise systems occupy 22 units which may substantiate the limited use of area 

development and area representative franchising because often both arrangements (in 

terms of their function) are utilised in systems which have highly dispersed units.  In 

addition, although the results of this study do provide further insight into multi-unit 
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franchising, the variation in the results of this research and overseas studies (for 

example, United States) suggests that franchise sector and firm-level differences (for 

example, age and size) between countries may influence the use and successful 

management of the different modes of multi-unit structures.  However, the findings 

also revealed additional implications to final two franchising imperatives: local 

responsiveness and system-wide adaptation. 

 

Specifically, the research findings infer that not all four franchising imperatives are 

fundamental to the operational efficiency of different multi-unit organisational 

structures.  For example, the results of this study found that across all multi-unit 

organisational forms, local responsiveness yielded a non-significant finding.  This 

suggests that whilst local responsiveness is considered an important factor in the 

operational efficiency of franchise firms (Bradach, 1995) it may well be limited to the 

single-unit franchise form (Bradach, 1995).  Therefore, the applicability of local 

responsiveness from a multi-unit perspective appears to be an extraneous factor and, 

as such, its inclusion as one of the four franchising imperatives may be redundant.   

 

However, the results do affirm the importance of growing the franchise system 

through new products and innovations.  More importantly, the findings infer that the 

application of system-wide changes is important to the operational performance of 

franchise systems across all multi-unit organisational forms (that is, master 

franchising, area development franchising, area representative franchising and 

incremental franchising).  This suggests that system-wide changes need to be 

transferable and actionable across all units as to enhance the operational performance 

of the overall franchise system.  This is a particularly important finding as there have 

been very few studies that have examined the influence of system-wide changes from 

the franchise realm in general (for example, Sorenson & Sorenson, 2001) or from a 

multi-unit franchising perspective (for example Bradach, 1995). 

 

7.5.2 Managerial implications 

In addition to the theoretical implications presented in the aforementioned section, 

this research also presents several implications for management practice.  Although 

several relationships in the conceptual model were confirmed, the lack of 

confirmation in relation to other additional areas of the model suggests that managers 
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may be influenced by other factors in determining operational performance in their 

systems, than has been identified in the literature (that is, Bradach, 1995; Garg et al., 

2005).  For example, although the four franchising imperatives proposed by Bradach 

(1995) did confirm or provide insight into how and which of the four franchising 

imperatives can influence operational performance across the four key multi-unit 

organisational structures, the findings also infer that the franchising imperative of 

local responsiveness was non-significant across all multi-unit organisational 

structures.  Subsequently, such a finding questions the inclusion of this imperative as 

one of the four franchising imperatives and, more so, its ability to influence system 

performance from a multi-unit perspective, contradicting previous research (Bradach, 

1995). 

 

As the literature presents, multi-unit franchising is conceptually usual to single-unit 

franchising, however is seen as advantageous (Lafontaine, 2004).  For example, multi-

unit franchising offers franchise systems scale economies (for example, Grünhagen & 

Mittelstaedt, 2002, 2005), rapid expansion (for example, Combs & Castrogiovanni, 

1994), greater input into decision making (for example, Grünhagen & Mittelstaedt, 

2002) and a reduction of monitoring due to franchisees being residual claimants of 

profits of their outlets (for example, Norton, 1988; Fama & Jensen, 1983). Although 

not all factors comprising of the conceptual model were confirmed, this research may 

be useful for franchisors in providing some preliminary answers as to which multi-

unit expansionary strategy to adopt.  In addition, the findings of this research could be 

used to inform managers (and franchisors) of which multi-unit organisational form is 

more effective in the achievement of certain performance outcomes (for example, 

growth, system-wide adaptation).  For example, this study found that master 

franchising was more likely to influence performance outcomes of unit growth, 

system uniformity and system-wide adaptation. 

 

Furthermore, some franchisors may utilise ad hoc methods of system expansion in an 

effort to grow the number of units within a system as their reparation is directly linked 

to sales growth.  In addition, multi-unit franchising is more common in mature 

franchise systems which may be attributed to the fact that mature systems offer less 

risk in terms of this form of expansion (for example, system success due to longevity).  

Although this research hypothesised that the four franchising imperatives may 
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influence the operational performance (for example, success/sustainability) of 

franchise systems across different multi-unit organisational forms, the true reasons 

why multi-unit arrangements exists may be due to the franchisor’s yearning for 

growth.  As such, franchisors may adopt multi-unit arrangements such as master 

franchising purely because it is a common method employed by franchise systems 

within Australia and other world economies, although their understanding of the real 

function and benefits of this expansionary strategy may be limited.  However, given 

the increasing level of disputes in systems that occupy multi-unit ownership 

arrangements, this strategy may prove non-sustaining. More so, franchisors may adopt 

different multi-unit organisational forms because they lack suitable franchisee 

candidates, although their operational and structural components of the business may 

not be prepared to engage in multi-unit ownership. 

 

7.5.3 Public policy implications 

The ad hoc approach that many franchisors may use in selecting multi-unit 

organisational forms may have some implications for the future direction of 

government policy in this country.  Specifically, areas concerning government 

education, assistance and data collection should be discussed. 

 

Although there are educational resources provided to both franchisors and franchisees 

from public and private franchising bodies, the supply of additional information will 

assist those practicing in the franchise sector and, subsequently, enhance the overall 

professionalism of the sector.  Whilst the application of educational programs 

provided in universities within Australia does exist, it does so, on a limited basis.  

Given the economic contribution that the franchise sector generates towards the 

Australian economy (Frazer et al., 2008), further integration of educational programs 

within business degrees to promote franchising, its purpose as a business strategy, 

benefits and forms of organisational structures would assist practitioners, hence 

independent business entrepreneurs.  By doing so, current and potential franchisors 

and franchisees would benefit from obtaining greater access and quality of 

information about this business strategy and the franchise sector in general.  In 

particular, the research presented through this study may indicate that franchisors may 

lack the knowledge to completely and successfully understand which multi-unit 

expansionary strategy will enable them to achieve greater performance outcomes in 
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their system (for example, growth).  In addition, franchisors need greater access to 

current information concerning different organisational forms as to enhance and 

ensure more effective decision making in regard to the use and preservation of 

franchisee owned mini-chains.  

 

Although educational programs provide a foundation for which to enhance knowledge 

through the sector, the incorporation of government bodies should also assist in the 

continued development of franchising.  Whilst the introduction of the Franchise Code 

of Conduct provided provisions for the franchise sector in Australia, it has also 

created barriers to entry (Frazer & McCosker 1999b).  Subsequently, the Code may 

have limited the attractiveness of this mode of expansion to business entrepreneurs.  

In addition, over the past five years the Australian franchise sector has witnessed the 

demise of several successful franchise systems (for example, Kleins, Quiznos) which 

has reduced confidence in the sector.  More so, past media articles have identified that 

many business entrepreneurs prefer a licensing arrangement as opposed to franchising 

because of the flexibility offered in the business format incumbent within a licensing 

agreement (Townsend, 2008).  Therefore, whilst the Code has provided provisions 

and protection to those involved in the sector, it may indirectly limit the growth of 

franchising in Australia and, subsequently, reduce the importance of franchising to the 

Australian economy.  

 

7.6 FUTURE RESEARCH 

The limitations of this study suggest that there is considerable scope within the area of 

multi-unit franchising to conduct future research.  In particular, this study identifies 

three specific areas for the direction of future research: (1) moderating factors, (2) 

validation of scale instrument, (3) operational performance versus failure and (4) 

small business application.  Firstly, it is suggested that an exploratory study be 

conducted to determine moderating factors between the four franchising imperatives 

and operational performance.  Moreover, it is suggested that certain moderating 

variables may influence the outcomes of this research.  In particular, moderating 

variables which could potentially influence operational performance in relation to the 

four franchising imperatives could include system maturity, timing of the system to 

employ multi-unit ownership arrangements and the size and contiguity of the mini-

chain.  For example, in relation to the size of the mini-chain this could be influenced 

 236



by the geographic contiguity of mini-chain units.  More so, those systems which are 

within close geographic proximity may be more likely to realise unit growth faster 

than those mini-chains geographically distant to one another.  In addition, such min-

chains may be more likely to understand their region and subsequently, more likely to 

be locally responsive.  As such, certain moderating variables (for example, size and 

contiguity of the mini-chain) may influence the operational performance of the four 

franchising imperatives. 

 

Secondly, given that this study investigated the influence of the four franchising 

imperatives in relation to operational performance across different multi-unit 

organisational structures, future research could further confirm the scale instrument.  

By doing so, this would provide greater validation (and reliability) of the items found 

to represent each of the five constructs (that is, franchising imperatives and 

operational performance) and, thereby, provide a more psychometrically sound survey 

instrument to measure system performance in multi-unit franchising.  

 

Thirdly, this study explored the four franchising imperatives in the context of 

achieving operational performance of a franchise system.  Therefore, to provide more 

depth and generalisability of the four franchising imperatives across different 

franchise outcomes (for example, system performance versus system failure), a 

comparative study examining the four franchising imperatives in relation to system 

failure would enhance our understanding of whether the four franchising imperatives 

(challenges) can be equally applied to explain why franchise systems experience 

failure and what factors may limit failure from transpiring.   

 

Finally, to assist in the application of this model based on the examination of the 

influence of the four franchising imperatives upon operational performance across 

different multi-unit franchising structures, a cross comparison could be applied to 

small business.  This being so, the outcomes of this model could provide greater 

insight as to whether the four franchising imperatives are transferable and influence 

not only franchise systems, yet all small businesses.  For example, the model 

proposed in this study may enable small business to identify those factors which 

enable greater firm performance and, as such, enable the achievement of certain 

operational outcomes (for example, growth). 
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7.7 CONCLUSION 

This research has contributed to the body of knowledge on franchising.  In particular, 

this research has built on the extant literature in relation to multi-unit franchising from 

the perspective of the franchisor and is the first empirical analysis to examine the 

influence of the four franchising imperatives upon operational performance across all 

four multi-unit organisational forms to determine system success and sustainability.   

 

As a result, the findings of this research have provided a more complete 

understanding of multi-unit organisational structures.  Whilst multi-unit arrangements 

are a pervasive franchising form and growing method of expansion, this research 

provides greater insight into the factors which enable more effective use of each 

multi-unit organisational structure. By doing so, this research develops our current 

understanding of which multi-unit organisational form is more effective in enhancing 

system performance based upon the four key imperatives driving system success and 

sustainability from the context of multi-unit ownership (Bradach, 1995; Garg et al., 

2005).  Furthermore, the literature is further enriched by the development of the scale 

measures used in this study.  On this basis, this research makes a significant 

contribution to both theory and practise in this important research domain. 

 

…franchising is frequently suggested as a way to succeed and grow.  

Franchising is a way to allocate decisions within the franchise system between 

the franchisor and the franchisee in order to promote efficiency…make the 

good decisions that operate the unit efficiently (Michael, 1996, p. 57). 
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INFORMATION COVER SHEET 
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Kelli Bodey    Dr Debra Grace 
Student Investigator   Senior Investigator 
Service Industry Research Centre  Service Industry Research Centre  
Department of Marketing   Department of Marketing 
Griffith Business School   Griffith Business School 
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Gold Coast Campus   Gold Coast Campus 
Phone Contact:   5552 8563  Phone Contact:   5552 8027 
Email Contact:    k.bodey@griffith.edu.au  Email Contact:    d.grace@griffith.edu.au
 
Research Purpose: This research forms part of Kelli Bodey’s PhD research program under the primary 
supervision of Dr Debra Grace. 
    
Research objective:  The objective of this research is to explore the four franchising imperatives (i.e., 
unit growth, uniformity, local responsiveness and system-wide adaptation) across the four franchising 
governance models (i.e.,  incremental franchising, master franchising, area development franchising and 
area representative franchising) to identify optimal operational performance within franchise systems.   
 
Participant Involvement:  Those participants who agree to take part in this research will be required to 
complete an on-line survey of 20 minutes duration.  The information that the researcher will request 
through the survey will be based on the participant’s opinions of the area of research (i.e., concerning 
franchising strategies: growth, uniformity, local responsiveness and system-wide adaptation) and 
performance outcomes.  The information obtained through the surveys will not identify any individual or 
organization and, therefore, the participant will remain anonymous throughout the entire process.  
 
To encourage the participant to complete the on-line survey, the participant may enter a prize draw 
where they will have the chance to win an iPhone.  The participant is required to go to a separate 
section as indicated on the survey where they will consent to the terms and conditions of the prize draw.  
Participants will be required to provide their contact details however these details will be stored on a 
separate file and therefore the participant and their details will remain confidential and anonymous at all 
times. 
 
The basis by which participants will be selected or screened 
All franchisors operating in Australia and the United States will have the opportunity to participate in this 
research.  The researchers will use their contacts in the franchising sector in both Australia and the 
United States to identify potential participants. 
 
Risk to participants:  There is no risk to participants. 
 
Confidentiality:  Potential participants involved in this research will not be named, or in any way, 
identified from the findings of this research.  To ensure confidentiality, we will disguise any information 
sought through the surveys which may identify participants and/or their organizations.  By doing so, this 
will enable all information disclosed by the participant to be treated with both anonymity and 
confidentiality.   
 
The website and its associated server have been secured for privacy and all data will be kept in a 
secure location.  The information kept will not be disclosed to third parties without your consent, except 
to meet government, legal or other regulatory authority requirements.  For further information consult the 
University’s Privacy Plan at www.griffith.edu.au/ua/aa//vc/pp or telephone (+61) 7 3735 5585. 
 

 240

mailto:k.bodey@griffith.edu.au
mailto:d.grace@griffith.edu.au
http://www.griffith.edu.au/ua/aa//vc/pp


Participation is Voluntary:  Your participation in this research is completely voluntary.  As a result, at 
any time you may change your mind and are, therefore, free to withdraw from the study without 
comment or penalty. 
 
Ethical Conduct:  Griffith University conducts research in accordance with the National Statement on 
Ethical Conduct in Research Involving Humans.  If prospective participants have any queries or 
subsequent complaints in relation to the project concerning the ethical conduct of the research, you 
should contact the Manager, Research Ethics on (07) 3735 5585 or research-ethics@griffith.edu.au.  
 
Feedback:  A summary of this research will be available to participants on request.  Participants will be 
required to provide their email address where a lay summary of the results of the research can be 
forwarded. 
 
Expected benefits of research:  Current and future participants of the franchising sector both within 
Australia, USA and abroad will benefit from this research.  In particular, this research will assist 
franchisors in their strategy formulation and enhance the level at which franchisors will be able to 
achieve overall optimal operating performance.  This research will further assist public and private 
sector bodies involved in franchising.  Specifically, this research will provide suitable information to 
franchisors endeavouring to align their strategies to either grow their networks, adapt to local market 
conditions or those aiming to achieve system consistency. 
 
Questions/further information: If you have any questions or require additional information about this 
research, please, at your convenience contact either researcher listed at the top of this information 
sheet. 
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CONSENT FORM 

Franchisors 
 
Researchers 
Kelli Bodey                                                                Dr Debra Grace 
Student Investigator                    Senior Investigator 
Service Industry Research Centre                            Service Industry Research Centre 
Department of Marketing                                          Department of Marketing 
Griffith Business School                                           Griffith Business School 
Griffith University                                                      Griffith University 
Gold Coast Campus                                                 Gold Coast Campus 
Phone Contact:   5552 8563                                     Phone Contact:   5552 8027 
Email Contact:    k.bodey@griffith.edu.au                Email Contact:    d.grace@griffith.edu.au

  

 
I confirm that I have read and understood the information sheet and in particular have noted 

that: 

 
• I understand that this research forms part of Kelli Bodey’s PhD research program. 
• I understand that my involvement in this research will include participation through the 

completion of an on-line survey;  
• I have had any questions answered to my satisfaction; 
• I understand the risks involved; 
• I understand that there will be no direct benefit to me from my participation in this 

research; 
• I understand that my participation in this research is voluntary;  
• I understand that if I have any additional questions I can contact the researcher; 
• I understand that I am free to withdraw at any time, without comment or penalty; 
• I understand that in accordance with Griffith University policy, the research data will be 

retained for 5 years.   
• I understand that confidentiality will be maintained throughout the entire research process 

and at all times I will remain anonymous; 
• I agree to participate in the project. 
• I understand that completion of the on-line questionnaire will be accepted as an 

expression of consent and; 
• I understand that by completing the on-line survey, I may enter into a raffle for a prize to 

win an Ipod (prize draw conditions, refer to next page). 
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Survey Instrument 
 

Contrasting the four franchising imperatives across hybridised governance  
Models 

 
Each of the following items asks you about your opinions.  Please use the 7-point 
scale provided to indicate your level of agreement with each statement in terms of you 
(i.e., the franchisor). 
 
    1            2          3                   4                   5              6          7 
 
 
Strongly       Slightly            Disagree      Undecided         Agree          Slightly          Strongly           
Disagree   Disagree              Agree            Agree 
 
 
 
 
1. Our number of franchisees within our system  1   2   3   4   5   6   7 

grows each year. 
 
2. Our number of units within our system grows 1   2   3   4   5   6   7 

each year. 
 
3. In our system, we continuously have a large   1   2   3   4   5   6   7 

number of franchise units opening. 
 
4. Unit growth is important in our strategic planning. 1   2   3   4   5   6   7 
 
5. The ability to continually attract franchisees is  1   2   3   4   5   6   7 

important in our strategic planning. 
 
 
6. Expanding our distribution network (e.g.,   1   2   3   4   5   6   7 

logistics, suppliers etc.) is important in our strategic  
planning. 

 
7. System uniformity is important in our franchise  1   2   3   4   5   6   7 

network. 
 
8. The consistent appearance and presentation of the  1   2   3   4   5   6   7 

system is important in our strategic planning  
(e.g., uniforms, colours, logo etc.).  

 
9. Controlling quality across all units within the  1   2   3   4   5   6   7 

franchise system is important in our network. 
 
10. In our network, consistent replication of the brand  1   2   3   4   5   6   7 

and system is important. 
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11. In our system it is important that individual units  1   2   3   4   5   6   7 
are compliant with system standards.  

 
12. All of our outlets in a region must offer uniform  1   2   3   4   5   6   7 

products/services. 
 
13.  Regular store visitations to monitor and support  1   2   3   4   5   6   7 

operational compliance of system standards in  
important in our system. 

 
14. Being responsive to local regions is important in  1   2   3   4   5   6   7 

our franchise network. 
 

15. Constantly innovating franchisees, staff and   1   2   3   4   5   6   7 
customers in our business products is important in  
the strategic development of our franchise system. 

 
16. We encourage franchisees to make important  1   2   3   4   5   6   7 

decisions without waiting for our approval so 
that they can respond to local competition. 

 
17. We require that our franchisees work with their  1   2   3   4   5   6   7 

own customers in developing products/services  
that best suit their needs. 

 
18. In our system, we encourage franchisees to   1   2   3   4   5   6   7 

form alliances with local businesses. 
 
19. In our system, we train and develop franchisees  1   2   3   4   5   6   7 

to assist them in meeting local market needs. 
 
20. Regular communication between the franchisor  1   2   3   4   5   6   7 

or head quarters and franchisees is important in  
our system. 

 
 
21. We modify products within our system to   1   2   3   4   5   6   7 

accommodate the needs of different markets. 
 
22. We encourage new system-level learning and  1   2   3   4   5   6   7 

innovation to improve current processes, which 
may result in changes to the system. 

 
23. Overtime, there has been a need to amend   1   2   3   4   5   6   7 

processes outlined in our system manuals  
(e.g., operations manual). 

 
24. We encourage a good level of communication to  1   2   3   4   5   6   7 

accommodate market forces. 
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25. We have operationalised good internal system  1   2   3   4   5   6   7 
processes which enable the facilitation and  
implementation of new ideas more effectively  
throughout the system. 

 
26. Continuous changes in technology will mean  1   2   3   4   5   6   7 

continuous changes within our system. 
 
27. We believe that the franchisor has to invest   1   2   3   4   5   6   7 

both money and resources to continuously  
improve the system and keep up with the market. 

 
28. Overall our franchisees are satisfied with our  1   2   3   4   5   6   7 

system. 
 
29. Overall the majority of our franchisees are   1   2   3   4   5   6   7 

operating profitable. 
 
30. Overall the franchise system is operating profitable. 1   2   3   4   5   6   7 
 
31. Our individual franchisees consistently report sales  1   2   3   4   5   6   7 

growth each year. 
 
32. Our franchise system consistently reports sales  1   2   3   4   5   6   7 

growth each year. 
 

33. The level of innovation in our system continuously 1   2   3   4   5   6   7 
enhances our profitability. 

 
34. Our franchisees continuously increase the volume  1   2   3   4   5   6   7 

of products they sell each year. 
 
35. We are continuously improving our quality   1   2   3   4   5   6   7 

assurance systems to improve franchisee  
compliance. 

 
36. We learn from our individual franchisees to   1   2   3   4   5   6   7 

Improve our systems. 
 
37. The majority of our franchisees continuously  1   2   3   4   5   6   7 

exceed projections. 
 
38. The majority of our franchisees perform in excess 1   2   3   4   5   6   7 

of our expectations.  
 
39. In our system, it is important to increase the unit  1   2   3   4   5   6   7 

sales of individual franchise units. 
 
40. In our system, it is important to increase the   1   2   3   4   5   6   7 

overall sales of the franchise network. 
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41. Ensuring franchisees support the vision and   1   2   3   4   5   6   7 

mission of our system is important is our strategic 
planning.  

 
Demographics 
 
42. Please indicate whether you are male (M) or female (F) _________ 
 
 
43. Please state what industry category you belong to: 
 

a. Retail trade non-food (includes automotive services) 
b. Property and business services 
c. Retail trade food (includes fast food) 
d. Personal and other services (includes video hire and  

gardening services) 
e. Construction and trade services 
f. Finance and insurance 
g. Accommodation, cafes and restaurants 
h. Cultural and recreation services 
i. Education 
j. Communications services (includes postal, courier & 

telecommunications) 
k. Manufacturing and printing 
l. Wholesaling 
m. Health and community services 
n. Transport and storage 
o. Unclassified 
 
Response:__________________________________________________ 

 
 
44. How many units do you have in your system? _________________________ 
 
45. What year did you begin operating? _________________________________ 
 
46: What year did you begin franchising? _______________________________ 
 
46. How many company-owned units do you have in your system? ___________ 
 
48: How many franchise units do you have in your system? _________________ 
 
49. How many multiple units (i.e., those franchisees that own more than one unit) 

do you have in your system? _______________________________________ 
 
50. How many franchisees do you have in your system? ____________________ 
 
51. How many multiple-unit owners are male? ___________________________ 
 

 246



52. How many multiple-unit owners are female? _________________________ 
 

 
53. How many do you have in your system of the following franchise 

arrangements? 
 

a. Master franchisees:    ______________ 
(i.e., franchisees who act as a sub-franchisor - own a territory and recruit 
additional franchisees within that territory):  
 

b. Area Development Arrangements:  _____________ 
(i.e., franchisee who buy multiple territories up-front). 

 
c. Area Representative Arrangements:  _______________ 

(i.e., Head quarter staff that monitor and support franchisees on behalf of 
the franchisor) 
 

d. Sequential franchisees:    _______________  
(i.e., franchisees that grow one unit at a time) 

 
 
54. When you first considered multiple-unit franchising, what was your preferred 

method of expansion (if more than one option, please indicate primary method 
only)? 

 
a. Master franchisees:    _____________ 

 
b. Area Development Arrangements:  _____________ 
 
c. Area Representative Arrangements:  _____________ 

 
d. Sequential franchisees:    _____________ 

 
 
55. Please indicate your preferred current multiple-unit franchising expansion 

strategy by ranking the following four alternatives from 1 (most preferred or 
used) to 4 (least preferred or not used). 

 
a. Master franchisees:    _____________ 

 
b. Area Development Arrangements:  _____________ 
 
c. Area Representative Arrangements:  _____________ 

 
d. Sequential franchisees:    _____________ 

 
 
56: What has been your annual turnover for the following financial years? 
 

a. 2004-2005:     ___________ __ 
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b. 2005-2006:     _____________ 

 
c. 2006-2007:     _____________ 

 
 
57. What has been you franchise fee for the following years? 

 
a. 2004-2005:     _____________ 

 
b.   2005-2006:     _____________ 

 
 c.   2006-2007:     _____________ 
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The following section provides a detailed discussion on the qualitative process 

undertaken in relation to the convergent interviews. 

 

Preliminary Study – Qualitative Methodology and Results 

A number of preliminary in-depth interviews were conducted with a sample of 

Australian franchisors to enable the researcher to obtain a broader understanding of 

the areas relevant to franchising, multiple-unit arrangements and the influence of the 

four franchising imperative (that is, unit growth, uniformity, local responsiveness and 

system-wide adaptation).  Although, a thorough examination of the literature has been 

completed and resulted in a conceptual model (see Figure 4.3) and the development of 

a series of hypotheses (see Table 4.1), further qualitative research was required.  To 

clarify the specific issues and more so the items considered representative of the four 

franchising imperatives (which were not clearly acknowledged in the current 

literature) and operational performance, the completion of a number of convergent 

interviews with a sample of franchisors located nationally around Australia was 

conducted.  The interviews were employed to identify franchisor’s opinions in 

relation to (1) multiple-unit franchising, (2) the specific characteristics representative 

of the four franchising imperatives and (3) operational performance.  In order to 

successfully employ the technique of convergent interviewing, an in-depth discussion 

of the convergent interviewing process warrants further discussion. 

 

Convergent interviewing  

Convergent interviewing has emerged as a qualitative approach which attempts to 

address areas of research that lack theoretical foundation (Dick, 1990).  By definition 

convergent interviewing is ‘a way of collecting qualitative information about people’s 

attitudes and beliefs through the use of interviews’ (Dick, 1990, p. 2).  Specifically, 

convergent interviewing is a common approach undertaken in exploratory inductive 

research where flexibility is desirable (Reige & Nair, 2004; Williams & Lewis, 2005).  

Furthermore, convergent interviewing is a data collection technique which facilitates 

the collection, analysis and interpretation of information with experts.  Subsequently, 

this enables the researcher to refine specific questions following each interview and, 

therefore, converge similar themes within the one area (Rao & Perry, 2003).  By 

doing so, the researcher is able to provide a ‘series of successive approximations’ 

(Dick, 1990, p. 3) resulting in the development of probe questions, thereby, testing 
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interviewee agreement or disagreement about the topic area.  Dick (1990) further 

suggests that convergent interviewing is a cyclical qualitative technique particularly 

useful in pilot research.  The following graphic outlines the convergent interviewing 

process (Dick, 1990, p. 3). 

 

   Convergent Interview Process 

   

 Design 

       Iterations 

  Analysis      Data   Collection 

       Redesign 

            Interpretation 

     Analysis    Data Collection 

 

         Convergence                          Reinterpretations 

           Divergence    

 

Source:  Dick (1990). 

 

There are several advantages of utilising the convergent interviewing technique.  

According to Rao and Perry (2003) convergent interviewing enables the conversion of 

themes in new areas to occur quickly; is considered an efficient method for data 

analysis and; enables the researcher to determine when the collection of data has 

reached a point of saturation.  Similarly, Dick (1990) argues that the primary benefit 

of convergent interviewing is the ability of the researcher to ‘refine content’ (p. 3) and 

also enable the researcher to investigate broad research areas with participants.  The 

following section presents the process undertaken for convergent interviewing in this 

study. 

 

Planning  

There are several steps involved when conducting convergent interviews. The 

interviewer must consider issues in relation to size of the sample, arranging an 
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appropriate time and venue location for the interview, identifying an opening 

question(s) and additional probe questions to assist in obtaining the most viable 

information in relation to the area of interest (Dick, 1990). 

 

Analysis of the interviews 

A detailed summary of the key issues identified in the interviews will be examined in 

order to refine the primary issues relevant to the area of investigation.  Based upon the 

results of the interviews, the researcher should refine areas of importance and 

subsequently develop additional probe questions.  The probe questions will be utilised 

to identify areas presented in the interviews in which agreement and disagreement are 

raised during the implementation of each interview.  Following this, the interviewer 

should develop a matrix outlining both the salient aspects of the interview and refine 

each issue until common themes, consensus or convergence of responses is apparent 

(Dick, 1990; Miles & Huberman, 1994).   

 

Limitations of Convergent interviews 

As with all research methodologies, the technique of convergent interviewing does 

pose some limitations (Woodward, 1997).  Firstly, Carson, Gilmore, Perry and 

Gronhaug (2001) suggests that convergent interviewing is a theory building technique 

and, as such, should be limited to conceptual models and frameworks based on prior 

literature.  Secondly, there are time costs associated with convergent interviewing as it 

requires the researcher to conduct several interviews, refine question content and 

evaluate converging themes (Dick, 1990; Williams & Lewis, 2005).  Finally, the 

success of convergent interviewing is largely dependent on the interviewer and their 

skill and ability to decipher meaningful information to assist the exploratory research 

process (Dick, 1990).  Although there are limitations evident in the use of convergent 

interviewing, the advantages of convergent interviewing are considered to outweigh 

the limitations presented.  The following section will detail the validity and reliability 

of this process, the implementation of the interviews and an analysis of the results of 

the convergent interviews undertaken. 

 

Validity and reliability of the qualitative findings 

Qualitative research is considered more difficult to obtain both reliability and validity 

as often the research is subject to individual thoughts and perceptions which are 
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subsequently difficult to statistically analyse (for example, Smith, 1984; Woodward, 

1997).  However, Dick (1990) suggests that whilst there are both reliability and 

validity issues present in qualitative research, the technique of convergent 

interviewing does ensure structural and procedural safeguards, which enhances the 

ability to provide valid and reliable findings (Dick, 1990). 

 

Validity in qualitative research refers to the plausibility, credibility, trustworthiness, 

authenticity and, therefore, defensibility of the findings (Johnson, 1997; Miles & 

Huberman, 1994).  Prior to detailing the various strategies employed in this research 

and to maximise the validity and reliability of the research findings, the potential for 

researcher bias is discussed. 

 

Sources of bias 

The formation of qualitative research promotes an unstructured approach which can 

invariably lead to the misinterpretation of information or researcher bias (Johnson, 

1997). Often the misinterpretation of information is subject to primary factors of 

selective observation and data collection (Malhotra et al., 2006). Qualitative research 

is often open-ended and reliant on personal views and perspectives and, by its very 

nature, highly exploratory which can affect how data is interpreted (Johnson, 1997).  

For aforementioned reasons, specific interviewer strategies of reflexivity (Funder, 

2005) and negative scenario sampling (Patton, 2002) were employed to understand 

and control for researcher bias.  In particular, to enhance the clarity of vision, a 

method of ‘critical self reflection’ was adopted (Douglas & Moustakas, 1984) which 

was used as to disconfirm further emerging trends so as to promote the overall 

validity of the field study data (Kvale, 1989; Onwuegbuzie, 2003).    More so, this 

enabled the researcher to monitor and control their bias and, as such, be highly self-

aware of their role in the interview process.  Although it is unrealistic to imply that the 

research process was free of personal judgement and expectations, it did enable the 

researchers to listen and record responses from the participants of the study (Merrilees 

& Frazer, 2006). In addition, throughout this process the interviewers were aware that 

Australian emphases may contrast markedly with overseas experiences as confirmed 

in previous research (for example, Weaven & Frazer, 2003). 
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Types of validity relevant to qualitative research 

“Within the past few years the issue of validity in qualitative research has 

come to the fore” (Kvale, 1989, p. 7). 

 

Validity is defined as the ‘degree to which it serves its purpose and measure what it 

intends to measure’ (Appelbaum, Harel & Shapiro, 1998, p. 7).  Traditionally, validity 

has been entrenched in the realms of quantitative research, which confirms why some 

qualitative researchers hold the belief that validity is not relevant to qualitative 

research (for example, Smith, 1984).  However, most qualitative researchers suggest 

that validity is acceptable within the domain of qualitative research methodology (for 

example, Howe & Eisenhart, 1990; Kvale, 1989) because it is often considered to 

provide ‘…plausible, credible, trustworthy and defensible’ (Johnson, 1997, p. 282) 

research findings.  There are three types of validity that are relevant in qualitative 

research: descriptive validity, interpretive validity and theoretical validity, all of 

which will be discussed. 

 

Descriptive validity is referred to as the ability of the researcher to accurately report 

the factual information generated from the research (Johnson, 1997).  Whilst, often 

within descriptive research, the process of investigator triangulation is utilised, 

whereby multiple researchers are present during the course of the interviews to cross-

check the interview process (Johnson, 1997), cost considerations did not permit this to 

occur.  However, to ensure that the researcher accurately accounted what they heard 

during the interviews, each interview was recorded with the interviewees consent and 

later transcribed verbatim to ensure that the interview findings were both credible and 

defensible (Johnson, 1997). 

 

Interpretive validity is defined as the researchers ability to accurately convey the 

meaning of responses the interview participants record (Maxwell, 1992).  More so, 

interpretive validity describes the ‘degree to which the research participants’ 

viewpoints, thoughts, feelings, intentions and experiences’ (Johnson, 1997, p. 285) are 

expressed in the research findings.  To ensure the researcher accurately conveyed the 

meaning of responses, low inference descriptors (that is, verbatim/exact words 

provided through direct quotations) were utilised to ensure the participants’ personal 

meaning and language were reflected.  For example, the below quotation provides 
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description from the participant, however, also enables personal interpretation and 

meaning to be expressed. 

“I think it is your own staff. If they don’t like it, it makes it difficult because 

they are the ones that have to implement it. If they don’t embrace it then how 

do you expect franchisees too”. 

 

Theoretical validity is referred to as the extent to which the findings of the research 

reflect the actual phenomenon (Johnson, 1997).  More so, Maxwell (1992) suggests 

that theoretical validity comprises of two aspects: (1) the concepts are applied to the 

phenomenon and (2) the validity of the suggested relationships among the concepts.  

In this sense, the development of theory extends beyond the facts and provides 

explanation of the phenomenon (Johnson, 1997).  Two strategies were employed in 

this research to ensure theoretical validity was achieved; theory triangulation and peer 

review.  Theory triangulation refers to the process in which the researcher reviews 

interviewee responses to examine how the phenomenon would be explained through 

different theories (Denzin, 1989; Johnson, 1997).  For example, in this study the 

researcher endeavoured to identify alternate theories which could explain proposed 

relationships in order to break simplistic associations (Eisenhardt, 1989).  In addition, 

the researcher chose to conduct theoretical validity through peer reviews.  The 

purpose of peer reviews is to encourage the researcher to discuss the outcomes of the 

research with colleagues to identify any possible problems (Johnson, 1997).  For 

example, the supervisors of the researcher reviewed the outcomes of the convergent 

interviews and on several occasions requested that additional information from the 

interviewees (that is, franchisors) be supplied to further explain responses that were 

not consistent with the responses of the majority of the interviewees.  This required 

the researcher to contact the respondent a second time and clarify their responses to 

certain areas discussed.  The next section will provide discussion on internal validity 

and external validity from a qualitative research perspective. 

 

Internal validity is defined as the extent to which a casual relationship exists based on 

the justifications presented from the research (Cook & Campbell, 1979; Malhotra et 

al., 2006).  Often within qualitative research the identification of casual relationships 

is not considered important and, therefore, scarcely used (Johnson, 1997).  However, 

some qualitative researchers do consider casual relationships of some assistance in 
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developing and examining preliminary casual hypotheses and testing subsequent 

theories (Johnson, 1997; Strauss, 1995).  Furthermore, to ensure internal validity is 

achieved, the role of the qualitative researcher is to search for ‘true cause(s) of the 

phenomenon’ (Johnson, 1997, p. 287) by analysing each clue and discarding those not 

deemed plausible.  Consequently, within this study the researcher utilised franchising 

experts to obtain relevant and useful information which enhanced the quality of the 

answers generated and, substantiated the internal validity of the research process 

undertaken (Patton, 1990).  However, to further justify the internal validity of the 

qualitative research process, additional strategies for internal qualitative research were 

utilised. 

 

Within qualitative research, researchers identify two additional strategies which can 

further validate the research process.  Specifically, researchers acknowledge (1) 

method triangulation and, (2) data triangulation, both of which will be discussed 

further (Cook & Campbell, 1979; Healy & Perry, 2000, Johnson, 1997).  Method 

triangulation refers to the researcher utilising several different methods or data 

collection procedures to validate the research process (Johnson, 1997).  The purpose 

of method triangulation is to ensure that a variety of methods are utilised and to avoid 

overlapping weaknesses and strengths (Brewer & Hunter, 1989).  For example, the 

convergent interviews formed part of the initial phase of the scale development 

process.  To further validate the findings of the convergent interviews and to verify 

the areas/issues identified by respondents were comparable to the four constructs 

under investigation (that is, unit growth, system uniformity, local responsiveness and 

system-wide adaptation), items were both subject to an independent expert panel and 

further tested through a pilot survey (that is, constructed based on the items of interest 

generated from the convergent interviews). 

 

Data triangulation is defined as the process in which the researcher utilises several 

data sources in the one study (Johnson, 1997).  For example, data triangulation would 

be achieved by conducting several interviews using the one method (that is, interview 

method).  Furthermore, Johnson (1997) suggests that data triangulation is enhanced 

when the researcher gathers data at different periods of time, at different places and 

with a number of different people.  For example, in this research, the researcher 

ensured data triangulation was achieved by using multiple data sources (that is, a total 
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of 10 independent interviews were conducted).  In addition, the researcher conducted 

the interviews over a period of four weeks and each of the ten interviews completed 

were with different franchisors from different regions of Australia (that is, nationally 

throughout Australia).  Subsequently, this enabled the researcher to gather a rich 

source of information and provide a greater understanding of the areas pertinent to the 

four franchising imperatives (that is, unit growth, system uniformity, local 

responsiveness and system-wide adaptation). 

 

Finally, in order to ensure that the research findings are generalisable, external 

validity was conducted.  Generally, the purpose of external validity in qualitative 

research is to ensure the research findings can be generalised across people, times and 

settings (Cook & Campbell, 1979; Zikmund, 2003).  Typically, the generalisability of 

research findings is not common in qualitative research practice for two reasons.  

Firstly, the participants in qualitative research are rarely selected at random which is 

suggested to be a key characteristic defining the generalisability of research findings 

to the general population (for example, Johnson, 1997). Secondly, rather than attempt 

to provide universal findings, qualitative researchers tend to detail findings on a 

particular area and, therefore, there applicability is limited in a broad sense (Johnson, 

1997).  For example, as with most qualitative research, the convergent interviews in 

this study were not randomly selected, however, often interviewees recommended 

potential participants suitable for the current research.  Subsequently, the process of 

utilising other interviewee’s recommendations reduced self selection bias on part of 

the researcher.   

 

However, whilst external validity within qualitative research presents limitations, 

Stake (1990) suggests that we can enhance the generalisability of qualitative research 

through naturalistic generalisations.  Naturalistic generalisations refer to similarities 

between people and circumstance or generalisations which focus on like populations.  

Whilst is it difficult to draw conclusions from the small number (that is, 10) of 

interviews conducted in the initial phase of this research, the sample of participants 

were drawn from both the retail and service sector.  Therefore, the findings could be 

maximised if based solely on the service sector and retail sector individually.  For 

example, participants from both the retail and service sector were of different 

franchise size, were operating and functioning as a franchise system for different 
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periods of time and were from various regions nationally within Australia.  

Subsequently, this enhanced the likelihood that different opinions were conveyed, 

therefore, supporting data integrity.  However, it is unrealistic to assume that mere 

demographic and contextual information will serve as a benchmark for the 

generalisability of the research findings.   

 

Cook and Campbell (1979) suggest that replication logic can enhance the external 

validity of the research process and, subsequently, facilitate the applicability of the 

research findings across disciplines.  Replication logic is the process in which the 

same findings are found to be relayed through several different people which 

enhances the generalisation of the research findings (Yin, 1994).  For example, the 

same, if not similar findings relating to each of the four franchising imperatives was 

continuously generated through the convergent interviews, suggesting that the 

findings may be able to be applied in a broad sense.  Furthermore, when participants 

were asked to identify the characteristics which define for example, unit growth, 

seven of the ten interviewees suggested the number of franchisees within the system 

was a valid indicator of growth illustrating the replication of the same outcome by 70 

percent of the respondents interviewed.  In addition, the larger the sample obtained in 

the quantitative phase of this study enabled a greater generalisation of the findings of 

the research (refer to Chapter 6).  The following section will describe issues in 

relation to reliability of the research process. 

 

Reliability is the process which contends that the results of any research should be 

similar if conducted by another researcher (Emory & Cooper, 1991; Sekaran, 2003).  

In other words, reliability is based on the premise that stability and consistency in the 

research findings is achievable and central to the replication of a similar study in the 

future (Emory & Cooper, 1995; Sekaran, 2003).  Table 5.3 outlines the tests for 

reliability and validity at this stage of the research process for this study.  To ensure 

the obtainment of reliability at this stage of the research process, the researcher was 

familiar with franchise practice and, therefore, the collection of data was considered 

both relevant and reliable (Dick, 1990; Lincoln & Guba, 1985).  Furthermore, the 

researcher utilised the expertise of her supervisors to cross-check the research findings 

of the convergent interviews to limit the occurrence of misinterpretation of 

converging themes (Dick, 1990).  Both supervisors provided feedback on the 
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interview process, data integrity and relevance of information obtained.  In summary, 

the above section has detailed both the validity and reliability process undertaken in 

the initial phase of this research (specifically, phase one of the scale development 

process).  The following section outlines and provides discussion on the 

implementation of the convergent interviewing method. 
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Validity and reliability methods employed in the qualitative research design 

stage of this study 

 Research Process Stage of the Research 

Descriptive 

validity 

 Each interview was recorded with the 
interviewees consent and later 
transcribed verbatim to ensure that the 
interview findings were both credible 
and defensible. 

 Research design, data 
collection and 
evaluation stages of the 
research process. 

Interpretive 

validity 

 Low inference descriptors (i.e., 
verbatim/exact words provided through 
direct quotations) were utilised to 
ensure the participants’ personal 
meaning and language were reflected. 

 Participant feedback. 

 Research design, data 
collection and 
evaluation stages of the 
research process. 

Theoretical 

validity 

 Theory triangulation to identify 
alternate theories which could explain 
proposed relationships in order to break 
simplistic associations; 

 Peer review whereby the supervisors of 
the researcher reviewed the outcomes 
of the convergent interviews and on 
several occasions requested that 
additional information from the 
interviewees (i.e., franchisors). 

 Research design, data 
collection and 
evaluation stages of the 
research process. 

 Follow up interviews 
(clarification of 
information) 

Internal validity  Researcher utilised franchising experts 
to obtain relevant and useful 
information which enhanced the quality 
of the answers generated. 

 Research design 

Method 

triangulation 

 Items were both subject to an 
independent expert panel and further 
tested through a pilot survey. 

 Research design, data 
collection and 
evaluation stages of the 
research process. 

Data 

Triangulation 

 The researcher ensured data 
triangulation was achieved by using 
multiple data sources; 

 Researcher conducted the interviews 
over a period of four weeks and each of 
the ten interviews completed were with 
different franchisors from different 
regions of Australia. 

 Research design, data 
collection and 
evaluation stages of the 
research process. 

External 

validity 

 Convergent interviews in this study 
were not randomly selected, however, 
often interviewees recommended 
potential participants suitable for the 
current research’ 

 Sample of 10 interviews from either 
retail or service sector; 

 Naturalistic generalisation; 
 Replication logic 

 Research design 
 Evaluation stages  

Reliability  Expertise derived from supervisors; 
 Interview recording, transcriptions and 

analysis standardised. 

 Research design, data 
collection and 
evaluation stages of the 
research process. 

 

Source: Adapted from Burns & Bush (2003); Cook & Campbell (1979); Johnson (1997); Sekaran (2003); Yin 
(1994). 
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The implementation of the convergent interviewing procedure 

To effectively implement the convergent interviewing technique, this section will 

state: (1) the sample and, (2) the characteristics of the sample.  Following this, a 

detailed discussion of the research findings is presented. 

 

Sample and Characteristics of the Sample 

Sample selection was purposive and theory driven (Gubrium & Holstein, 2001) and, 

subsequently, only Australian born franchise systems were analysed.  The use of 

Australian franchise systems was deemed appropriate for analysis so as to reduce the 

extraneous variation and ensure pertinent cases were used in the collation of data 

(Eisenhardt, 1989).  Franchises within the services and retail sectors were viewed as 

the most suitable cases for the research as more than 80 percent of the Australian 

franchising sector is situated within this domain (Frazer et al., 2006).  A total of ten 

franchise systems were selected for the basis of the research analysis.  The selection 

of suitable franchisors was based on advice from franchising academics and pre-

existing franchisors.  Most of the franchisors chosen were either high performing 

franchisors or active members of the Franchise Council of Australia.  The size of the 

sample appears consistent with expert recommendations which suggest that fewer 

than four cases can be problematic (Miles & Huberman, 1994).  Along similar lines of 

that suggested by Yin (2003) and Glaser and Strauss (1967), interviews were 

conducted until the data reached a point of saturation and there was evidence that no 

new themes would emerge. 

 

An analysis of the demographic characteristics of the sample was conducted across 

industry, number of years operating, number of years franchising, number of 

company-owned units and franchise-owned units, total number of units, multiple-unit 

franchisees and single-unit franchisees, as these variables are commonly used in 

franchising research, due to their ability to describe the general characteristics of 

respondents (for example, Frazer & Weaven, 2002, 2004; Frazer et al., 2007; Weaven 

& Frazer, 2003).  The characteristics of the sample of ten interviewees are presented 

on the following page and are further discussed accordingly. 
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Profile of respondents based on demographic statistics of franchise systems from 

the convergent interviews. 

Case 
 

Industry No. years 
operating 

No. years 
franchisi
ng 

Number of 
company owned 
units (c=) and 
franchise units 
(F=) 

Total 
number 
of units  

Number of 
multiple-
unit 
franchisees 

How 
many 
single-
unit 
franchise
es 
 
 

Annual 
Turnover 

$’000 
 
 

A Personal and 
other services  

47 18 C=0 
F=2600 

2600 0 2600 200,000 

 
B 
 

Property and 
business services 

10 10 C=1 
F=499 

500 10 479 10,000 

 
C 
 

Accommodation, 
cafes and 
restaurants 

28 25 C=12 
F=723 

735 49 593 240,000 

 
D 
 

Finance and 
insurance 

15 13 C=0 
F=435 

435 80 300 141,000 

 
E 
 

Communications 
services  

24 22 C=5 
F=1495 

1500 150 1195 315,000 

 
F 
 

Retail trade food 
(includes fast 
food) 

49 26 C=2 
F=44 

46 1 42 17,000 

 
G 
 

Manufacturing 
and printing 

10 10 C=0 
F=1500 

1500 300 897 300,000 

 
H 
 

Personal and 
other services  

24 23 C=7 
F=977 

984 300 254 500,000 

 
I 
 

Retail trade food 
(includes fast 
food) 

7 6 C=40 
F=138 

178 4 130 100,000 

 
J 

Personal and 
other services 

16 15 C=0 
F=179 

179 5 174 11,000 

 

Service sector respondents represented 60 percent of the sample, while retail sector 

respondents represented 40 percent of the sample.  Furthermore, the number of years 

in operation ranged from 7 to 47 years, with an average of 23 years in operation.  

Corresponding to this, the number of years franchising extended from 6 to 26, with an 

average of 15 years franchising experience.  Subsequently, this indicates that most 

franchise firms had been in operation for 8 years before they began franchising their 

systems.  In addition, 60 percent of franchisors utilised company-owned units, 

however on average they occupied a total of 11 throughout their systems.  Ninety 

percent of franchise system employed multiple-unit franchisees, however typically 
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multiple-unit franchisees accounted for between 2 percent to 30 percent (average of 

9.2 percent) of the ten franchise systems examined. 

 

Interview process 

 Planning and management of the interview.  Several issues had to be 

finalised prior to each interview stage.  To ensure consistency in the planning and 

management of the interview process, the researcher adopted a number of 

recommended guidelines consisting of the following: creating rapport with all 

participants, pre-establishing the opening question(s) of the interview and 

encouraging participants to respond to all questions through gentle probing (Dick, 

1990; Woodward, 1997; Yin, 1994).  Interview times and venues were arranged over 

the internet via email contact with interview recipients.  Each interviewee was 

provided with information about the researcher, the purpose of the interview/research, 

the reasons why they had been selected and the academic nature of the research 

together with issues of confidentiality.  Each interview was scheduled for one hour in 

duration and all interviews were conducted via the telephone as most franchisors were 

located nationally throughout Australia not within the geographic proximity of the 

researcher (Guba & Lincoln 1994).   

 

To establish a framework for the interview process, each interviewee was initially 

asked seven demographic questions.  Examples of the demographic questions are as 

follows: 

 “How many units are in your franchise system?”; 

  “How long have you been operating your franchise your system?”;  

“When did you begin franchising?” and;  

“How many multiple-unit franchisees exist within your franchise system?” 

 

Once the researcher had asked the demographic information, care was taken to ensure 

that the opening questions adequately defined the research agenda without limiting the 

scope of potential responses.  In other words, two general questions were asked about 

the interviewee’s own experience with multiple-unit franchising.  The opening 

question approximated the following: 

“Does your system adopt a multiple-unit franchising strategy?” 

“What motivated or encouraged you to use multiple-unit franchising?” 
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Following this, the researcher informed participants that the primary focus of the 

interviews was based on five areas (that is, unit growth, system uniformity, local 

responsiveness, system-wide adaptation and operational performance) all of which 

have been identified in the literature as factors leading to the success of a franchise 

system (Bradach, 1997).  In addition, the participants were informed that little 

information in the literature exists as to identify the individual factors that comprise of 

each of the areas concerning the four franchising imperatives.  Whilst operational 

performance has been measured in several previous yet unrelated studies to 

franchising (for example, Kaplan & Norton, 1992; Kennerley & Neely, 2001), the 

specific factors driving operational performance from a franchising perspective 

warrant further investigation.  Subsequently, participants were then informed that the 

purpose of the interviews was to identify the main factors characterising each of the 

four franchising imperatives and operational performance. 

 

In keeping with expert recommendations (for example, Dick 1990; Carson, et al. 

2001), probe questions (for example, why?, how? and what?) (Yin, 1984) were only 

used to test areas of agreement or clarify areas of disagreement during the course of 

the interview.  These questions were asked during and at the end of the interview prior 

to the interviewee’s final summation.    

 

 Data interpretation method.  The method employed to analyse and interpret 

the data will now be discussed.  Based on a positivist’s framework to ensure that the 

validity of both the process and structure of the interview method were maintained, 

each interview was evaluated and summary notes recorded (that is, written) (Carson et 

al., 2001).  Following each interview, the researcher thoroughly reviewed and 

amended (i.e. for clarification purposes) the notes recorded where deemed necessary.  

In addition, care was taken to ensure that the transcription of each interview was 

accurate.  To further extend the analysis of each interview, a progressive 

interpretation report was constructed to identify common areas of agreement and 

disagreement between each of the participants interviewed.  To ensure that this 

process was completed accurately, analysis of each individual interview was 

undertaken by the researcher by comparing notes during the interview process and 

identifying areas were new and emerging themes were found (Batonda, 1998).  The 

following section presents the finding of the interviews.  
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Analysis of convergent interview data 

As previously discussed, the first question(s) asked of each interviewee was a series 

of demographic questions developed to establish initial rapport.  Following this, each 

interviewee was asked two broad and general questions relating to multiple-unit 

franchising.  Participants were then informed of the five primary areas of focus for the 

research (that is, unit growth, system uniformity, local responsiveness, system-wide 

adaptation and operational performance). 

 

Table 5.5 contains a list of the five research areas (that is, unit growth, system 

uniformity, local responsiveness, system-wide adaptation and operational 

performance) and details patterns arising from the interviews.  A √ denotes 

interviewee agreement, an x indicates disagreement with the construct area, while an 

asterisk (*) means that an issue was not raised.  Consistent with issues of 

confidentiality, interviewee names are disguised with a letter A to J. 



Results of convergent interview data: Four franchising imperatives and operational performance 

 
 

Interviewees 
          
Comments        A B C D E F G H I J  
 
 
Imperative 1: System Growth 
 

 System growth is important in our franchise    √ √ √ √ √ √ √ √ √ √ 
network (i.e., growth intentions). 

 
 Our number of franchisees within our system    √ √ * √ √ * * √ √ √ 

grows each year. 
 

 Our number of units within our system grows   * √ * * * * * * √ * 
each year. 
  

 Maintaining strong web presence in our system is an   * * * * √ * * * * * 
important strategic planning imperative    

 
 Expanding into a large number of     √ √ √ * √ x * √ x * 

countries is important in our strategic planning 
 

 
 Building brand presence or recognition is important 

         * * √ * * * √ * * * 
 

 
 The ability to continually attract franchisees    √ √ √ √ √ √ √ √ √ √ 

 266 



Results of convergent interview data: Four franchising imperatives and operational performance (Cont.) 

 
 

Interviewees 
          
Comments        A B C D E F G H I J  
 
 
Imperative 1: System Growth (Continued) 
 

 Expanding our distribution network (e.g.,    
logistics, suppliers etc.) is important in our strategic   * * * √ * * * * * * 
planning. 

 
 The acquisition of ‘like’ competitors is important   

in the development of our network    * * * * * * √ * * * 
 

 Providing a good business model is important  
* * * * √ √ * √ √ * 
 

 We are continuously hiring employees to support   
the infrastructure of our franchise system   √ √ * * √ √ * * * * 

 
 
Imperative 2: System Uniformity 
  

 System uniformity is important in our franchise    √ √ √ √ √ √ √ √ √ √ 
network 

 
 The consistent appearance and presentation of the system is  

important in our system  (e.g., uniforms, colours etc.)  √ * √ * * √ √ √ √ √  
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Results of convergent interview data: Four franchising imperatives and operational performance (Cont.) 
 

 
Interviewees 

          
Comments        A B C D E F G H I J  
 
Imperative 2: System Uniformity (Continued) 
 
 

 In our network, consistent replication of the brand   * * √ √ * √ √ √ * * 
and system is important 
 

 
 Initial and on-going training is important to ensure   * * √ * * * * * √ √ 

consistency and maintain standards of our system 
   

 
 In our system it is important that individual units   √ * * * * √ * * √ * 

are compliant with system standards 
 

 
 All of our outlets in a region must offer uniform    √ √ * * √ * * * √ √ 

products/services 
 

  
 We require that all outlets in a region    

participate in special promotions, temporary    √ * √ * * * * * * * 
discounts  

 
 Controlling quality across all units within the    √ * * * * * * * √ * 

franchise system is important in our network 
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 Results of convergent interview data: Four franchising imperatives and operational performance (Cont.) 
 

 
Interviewees 

          
Comments        A B C D E F G H I J  
 
Imperative 2: System Uniformity (Continued) 
 
 

 Regular store visitations to monitor and support    √ * √ √ * √ √ √ * * 
operational compliance of system standards in  
important in our system (through on-going communication) 

 
 Clear and informative manuals (e.g., operations   

manual) are important to enable franchisee    * * * * √ * * * * * 
adherence to system standards 

 
 Implementing a formal contractual arrangement   

is important to ensure franchisees operate    * * * * * * * √ * * 
within the guidelines of our franchise system 

 
Imperative 3: Local responsiveness 
 

 Being responsive to local regions is important in   
our franchise network      √ √ √ √ √ √ √ √ √ x 
 

  
 Constantly innovating franchisees, staff and   

customers in our business products is important in   √ * √ * * * * * * * 
the strategic development of our franchise system 
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Results of convergent interview data: Four franchising imperatives and operational performance (Cont.) 

 
 

Interviewees 
          
Comments        A B C D E F G H I J  
 
Imperative 3: Local responsiveness (Continued) 
 
 

 We require that our franchisees work with their   
own customers in developing products/services    * * √ √ * * * √ √ * 
that best suit their needs 
 

 
 We encourage franchisees to form alliances with local   * √ * √ * * * √ √ * 

businesses 
 

 
 We train and develop franchisees   

to assist them in meeting local market needs  
        √ * √ * * * * * * * 

 
 We encourage and have assisted in local    

marketing initiates (e.g., local market advertising)   √ √ √ √ √ √ √ √ √ √ 
with franchisees in their local regions 
 

  
 It is important in our system to provide a strong   

field support team to assist the local development   * √ √ * √ * * √ * * 
of franchisees 
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Results of convergent interview data: Four franchising imperatives and operational performance (Cont.) 

 
 

Interviewees 
          
Comments        A B C D E F G H I J  
 
 
Imperative 3: Local responsiveness (Continued) 
 
 

 We encourage franchisees to actively communicate   
with other franchisees or head quarter staff    * √ * √ * * √ * * * 
through forums and/or annual conferences in the  
development of their local markets 
 

 
 We allow changes to the brand to assist local markets  * √ √ * * * * * * * 

 
 
Imperative 4: System-wide adaptation 
 
 

 Adapting the system over time is important in our   
network       √ √ √ √ √ √ √ √ √ √ 
 

 
 Regular communication between the franchisor   

or head quarters and franchisees is important in    * √ * √ √ √ √ * √ √ 
our system 
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Results of convergent interview data: Four franchising imperatives and operational performance (Cont.) 
 

 
Interviewees 

          
Comments        A B C D E F G H I J  
 
Imperative 4: System-wide adaptation (Continued) 
 

 On a continuous basis, we modify or implement   
new ideas in our system to improve old processes   √ * √ * √ * * √ * √  
and/or practices 
 

 
 We encourage new system-level learning and   

innovation to improve current processes, which   * * √ * √ √ * √ * * 
may result in changes to the system 
 

 
 Overtime, there has been a need to amend processes outlined 

  in our system manuals (e.g., operations manual)   √ * √ √ √ * √ * * * 
 

 
 We have operationalised good internal system   

processes which enable the facilitation and    * * * √ * * * * * * 
implementation of new ideas more effectively  
throughout the system 

 
 We believe that the franchisor has to invest   

both money and resources to continuously    √ * * * √ * * * * * 
improve the system and keep up with the market 
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Results of convergent interview data: Four franchising imperatives and operational performance (Cont.) 

 
 

Interviewees 
          
Comments        A B C D E F G H I J  
 
Operational Performance 
 

 Measuring the operational performance of our    √ √ √ √ √ √ √ √ √ √  
system is important in our network 

 
 Overall our franchisees are satisfied with our   √ * * * * * * * * * 

system 
 

 Overall the majority of our franchisees are   
operating profitable      √ * √ * √ √ * * √ * 

 
 Overall the franchise system is operating profitable  * √ √ * √ √ * * √ * 

 
 Our franchise system consistently reports sales   

growth each year      * * √ √ √ √ √ √ √ √  
 

 We have a number of units (e.g., stores, vans etc.)   
opening each year      √ √ √ √ * √ * √ * √ 

 
 The level of innovation in our system continuously  * * √ * * * * * * *  

enhances our profitability   
 

 We continuously attract new franchisees into our   
system        * * * * √ * * * √ √ 
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Results of convergent interview data: Four franchising imperatives and operational performance (Cont.) 

 
 

Interviewees 
          
Comments        A B C D E F G H I J  

 Our franchisees continuously increase the volume   * * * * * √ √ * * * 
of products they sell each year 

 The majority of our franchisees renew their   
agreements in our franchise system    * * √ * * √ * * * * 

 
Operational Performance (Continued) 
 

 

 
 
 
Source: developed from the convergent interviews based on the preliminary phase of this study. 

 

 

 

 

 
 
 
 
 
 

 

 
 
 



Overview of Interviewee comments 

Overall the comments generated from the convergent interviews provided the 

researcher with a greater understanding of the characteristics defining each of the four 

franchising imperatives (that is, unit growth, system uniformity, local responsiveness 

and system-wide adaptation) and operational performance.  The following section will 

present an analysis of the general findings of each of the five areas under investigation 

from the convergent interviews (that is, unit growth, system uniformity, local 

responsiveness, system-wide adaptation and operational performance). 

 

Unit growth: Question 1- 

In relation to franchise unit growth, how would you define unit growth or what 

specific characteristics typically define system growth? 

 

In relation to unit growth, all ten respondents indicated that the best ways to achieve 

unit growth when pursuing a multiple unit franchising strategy is through attracting 

franchisees that have growth intentions from the outset.  In addition, seven franchisors 

(A, B, D, E, H, I, J) agreed that the growth in the number of franchisees entering a 

franchise system was a key characteristic illustrating unit growth.  For example, 

interviewee A stated that: 

“I mean unit growth is having more franchisees. I don’t know any other 
characteristic except obviously to get franchisees in place you need 
franchisors” 

 

Similarly, respondent B said that: 

“Unit growth is a major factor because in our franchise system it is based on 
the number of franchisees not the size of them…” 

 

However, only two franchisors (B, I) extended this and stated that system growth was 

also representative of a growth in the number of individual units within the network.  

Not surprisingly, the larger franchise systems (A, B, C, E, H) clearly suggested that 

growth internationally of the brand illustrates continued expansion of the system, 

which builds strong brand presence.  For example, respondent B stated: 

“No it would also be the number of countries that we expand our franchises 
into.  It is very easy for us to expand globally because we can do it with little 
resources…” 
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In addition, respondent C stated that: 

“…location builds brand and presence.  This occurs everywhere you are 
located.  That is, the bigger you are and you want a growth plan, this creates 
better buying prices for franchisees and you become more credible and the 
media want to talk to you” 

 

Moreover, four respondents (E, F, H, I) suggested that it was imperative to present a 

business model incorporating set rewards criteria that accommodates sequential 

expansion opportunities for high performing franchisees.  For example, interviewee E 

said that: 

“We are a service business and the first thing is to provide a good service.  
You have to fundamentally have a good business model and provide a good 
product or service otherwise you will not be able to grow” 

 

Along similar lines of thought, respondent H stated that: 

“You have to fundamentally have a good business model that shows potential 
multi-site franchisees how they will be able to grow” 

 

Although not common among the interviewees, respondent G stated that a less risky 

method in which to grow a franchise system is the acquisition of ‘like’ competitors.  

In particular, respondent G stated that understanding your market will enable you to 

understand your competitors, those that are strong and those that are struggling.  For 

example, interviewee G stated that: 

 “…the second way is acquisition by purchasing the failing competitors” 

 

Furthermore, distribution and employment were also key characteristics defining unit 

growth.  In particular, growth through suppliers and logistics and the hiring of 

employees to support the infrastructure of the franchise system indicated that the 

system was experiencing increasing expansion. For example, interviewee D stated the 

following: 

“It is just growing our distribution network in terms of physical bodies and 
also infrastructure which will enable us to expand more effectively into 
markets and ultimately create less hassles and hopefully greater success in 
those markets” 

 

Finally, of less significance strong web presence was acknowledged by one 

respondent (E) as influencing unit growth.  In particular, they stated that maintaining 
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a strong on-line resource would enable potential franchisees to acquire relevant 

information about the franchise system.  For example, respondent E stated: 

“…it is a strong web presence because people can search and find you in 
Geralton and they can find us in Brisbane and find us in Malaysia and in 
South America and that is a major factor for people studying growth, to grow 
you must have the right structure in place to enable you to grow…” 

 

In brief, the interviewees agreed that system growth was an integral and valid 

characteristic defining franchise success.  More so, the majority of interviewees 

attested that growth in the number of units within the system, country expansion, a 

good business model, expansion of distribution and employment networks were the 

fundamental factors driving unit growth. 

 

System uniformity: Question 2- 

In relation to franchise system uniformity, how would you define system uniformity or 

what specific characteristics typically define system uniformity? 

 

In relation to system uniformity, all ten franchisors agreed that uniformity of the 

system was a key component of franchise system success.  Moreover, on-going 

training (C, I, J) centring upon multiple unit franchisee professional development was 

viewed as important in maintaining franchisee commitment to the vision, brand and 

standards of the franchisee (C, D, F, G, H).  In particular, chain franchisees required 

administrative instruction so as to maximise intra-system (operational) economies of 

scale and, therefore, enable individual franchisee units to effectively operate 

according to the contractual guidelines of the franchise system (A, E, F, H, I).  For 

example, interviewee F stated: 

“When one is training, our multi-site licensees need to feel that they are being 
given every opportunity to develop professionally” 

 

And,  

“Well one is training not just initial but on-going and not just for the 
franchisees but also for their managers and their staff and secondly the 
operational team that is responsible for a number of stores and you can 
always give them too many stores and you therefore need to determine what 
number of stores is ideal for that person to provide that on the ground support 
as to ensure that they are maintaining standards but also to help them build 
their business” 
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Furthermore, respondent H stated the following: 

“You need to contractualise it so that the franchisees are aware of their 
obligations and bound to do certain things in accordance with our processes- 
this ensures uniformity” 

 

To extend this, common among many franchisor responses, consistent appearance and 

presentation of the system (for example, colours, logo, uniforms) was fundamental to 

ensuring quality across all units within the franchise system (A, B, C, F, G, H, I, J).  

This was further exemplified in franchisors requiring that all outlets in a region 

participate in the same special promotions, temporary discounts etc.  For example, 

interviewee A stated: 

“It means having their vehicles or trailers presented properly and wear a 
uniform. I think it is in terms of appearance. Uniformity can also be in 
relation to quality control: the fact that they give clients good service which is 
a benchmark…” 

 

In addition, respondent C said that: 

“Uniformity is delivering the recipes that we determine for the drinks, the way 
they display their pastry cabinets, the stores cleanliness, the staff, the training, 
the person behind the espresso machine are the standards and appearances 
we like to uphold in every store” 

 

Furthermore, several of the respondents (A, C, D, F, G, H) suggested that regular 

communication with area representatives and franchisors assisted the promotion of 

system uniformity.  In particular, this was exhibited through regular store visitation to 

monitor and support operational compliance of franchisees.  Examples reported from 

respondent A stated:  

‘Like they’re (that is, area representatives) constant vigilance in terms of 
support to these franchisees in terms of visits and business development’. 

 

In summary, on-going training, commitment to the vision and standards of the system, 

enacting a contract, consistent presentation and appearance of individual units 

ensuring the maintenance of system quality and stipulating franchisee compliance to 

use consistent promotional campaigns were deemed as the most fundamental factors 

determining system uniformity. 
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Local responsiveness: Question 3 –  

In relation to franchise local responsiveness, how would you define local 

responsiveness or what specific characteristics typically define local responsiveness? 

In relation to being locally responsive, consistent among all ten franchisors except, 

interviewee J was considered a key factor characterising system success.  Interviewee 

J stipulated that their brand was consistent across all regions and this was not 

dependent on each individual area.  For this reason, interviewee J stated the 

following: 

“Whilst we acknowledge that we should look deeper into each individual 
market, our success as we see it is not based on individualising our marketing 
and promotional efforts to individual markets rather across all territories 
together” 

 

In addition, a majority of respondents reported that allowing chain franchisees the 

flexibility to develop local area marketing/advertising initiatives in contiguous areas 

assisted local responsiveness (A, B, C, D, E, F, G, H, I, J).  Moreover, local initiatives 

were more successful when chain franchisees were actively involved in the local 

community (for example, networking) (B, D, H, I).  In particular, franchisees were 

encouraged to work with their own customers in developing products/services that 

best suited local needs (C, D, H, I), form alliances with local businesses (B) and make 

changes to the brand to assist local market development (B, C).  For example, 

interviewee B stated: 

“Our larger franchisees often develop marketing campaigns in their areas 
…we learn a lot from them” 

 

Similarly, interviewee H said: 

“Our best multi-site franchisees are the ones that are active …involved in 
community groups, sporting groups and the like”.   

 

And, respondent C stated: 

“For us it is local area marketing…being involved in the local business 
community should be core to our people and their success” 

 

Finally, a key characteristic common among many of the franchisors was that in order 

for franchisees to be effective in their local market initiatives, a strong field support 

team to assist in local development and innovation of franchisees, staff and customers 
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was imperative.  In particular, this involved active communication between 

franchisees and head office staff through forums and annual conferences which were 

both considered instrumental in the success of penetrating local markets effectively 

(B, C, D, E, G, H).  For example, respondent B stated: 

“…but the way again is that we have a forum within the group which enables 
the regional state directors to communicate with each other. So if we have 
someone in London he will tell all the other regional directors in the UK or 
around the world. So someone in Queensland may say that is a good idea and 
implement it in their region” 

 

Similarly, interviewee E stated: 

“Through our field support team.  The field support team would visit the 
franchisee on a regular basis and can provide particular assistance depending 
on the needs of that franchisee.  It maybe marketing needs of structuring of 
that territory or whatever they may need to help them be successful” 

 

In brief, the interviewees attested that the key characteristics defining local 

responsiveness was flexibility to develop local area marketing/advertising initiatives, 

build system presence among the local community through active networking and 

form local alliances, meet local customer needs through integrating the local market 

conditions and the franchise system.  Furthermore, in order for this to effectively 

work, regular communication through forums and conferences whereby a strong and 

open communication link between each franchisee and head office existed. 

 

System-wide adaptation: Question 4- 

In relation to franchise system-wide adaptation, how would you define system-wide 

adaptation or what specific characteristics typically define system-wide adaptation? 

 

In relation to system-wide adaptation, all ten franchisors acknowledged that system 

wide adaptation was a key characteristic influencing franchise system success.  Seven 

respondents (B, D, E, F, G, I, J) indicated that timely and open communication 

between the franchisor and chain franchisees would best enable system-wide 

adaptation.  For example, interviewee E stated: 

“We have to listen and openly communicate with our larger franchisees…we 
always have to be available”. 
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Furthermore, common among several of the interviewees new system level learning, 

innovation and the modification of elements of the franchise system based on new and 

effective ideas were key factors influencing system-wide changes (A, C, E, F, H, J).  

For example, respondent C said: 

“There are new things that you are learning as you innovate you are meant to 
get rid of old practices that are no longer relevant. The technology enables 
you to do things differently, better in most cases” 

 

Similarly, interviewee F stated: 

“From a product point of view it is a constant evolutionary process…we have 
looked at the segments of the market that we are catering too and attacked 
those that we weren’t” 

 

Factors of less significance were related to the investment of resources by the 

franchisor/franchisee (A, E).  In addition, good internal systems to manage system 

adaptations to facilitate new ideas more effectively throughout the system or amend 

operational manuals were acknowledged, however, not considered detrimental to 

effectively adapting changes throughout the system. Examples reported from 

respondents include:  

“It is through our franchise advisory council and I guess through management 
initiatives” 

 

In summary, key factors defining system-wide adaptations were open communication 

between the franchisee and franchisor to ensure effective implementation of new 

ideas and system modifications.  In addition, all members of the franchise system 

were encouraged to engage in active learning through identifying more effective ways 

in which to operate elements of the system (that is, innovation).  These were 

considered a key characteristics driving effective system adaptation.  Although, not as 

significant, investment of resources (for example, financial and human) on part of the 

franchisor were also found to assist in system-wide adaptation.  Despite franchisors 

encouraging innovation through new ideas, few systems were interested in how to 

effectively manage the implementation of these ideas throughout the franchise 

system. 
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Operational performance: Question 5- 

In relation to operational performance, what characteristics define operational 

performance? 

All ten interviewees agreed that the overall operational performance of the system 

was a fundamental indicator determining overall system success.  All interviewees 

identified several characteristics that they considered key factors determining 

operational performance.  All ten respondents stated several financial measures that 

they deemed appropriate to categorise system operational performance: profitability 

of franchisees, system profitability, increases in annual sales growth/volume and 

increases in franchise units (A, B, C, D, E, F, G, H, I, J).  For example, respondent E 

said: 

“All the KPI’s such as sales growth, because that drives our revenue and 
profitability as a franchisor. I look at the profitability of the franchisees and 
that is important in terms of sustainability and viability and health of the 
business. I look at their recruitment of franchisees (our masters) because if 
that is good, most other things will fall in place” 

 

Furthermore, interviewee F stated: 

“We definitely look at KPI’s such as sales purchases from us because we are 
not a royalty based franchise so in fact purchasing stuff from us is the number 
one KPI, franchisee profitability and compliance. They are probably the main 
ones” 

 

In addition, a number of non-financial measures were also identified through 

respondents as representative of system operational performance.  The non-financial 

measures include: satisfaction of franchisees, level of continuous innovation, 

attraction of franchisees to the system and franchisee renewal of their contractual 

agreements (A, C, E, F, I, J).  For example, respondent A stated: 

“We do that through franchisee growth and satisfaction which we measure 
directly through discussing with them, complaint rates etc.” 

 

In brief, the aforementioned section provided a comprehensive analysis of the 

convergent interviews undertaken.  A number of items have been generated for the 

development of the scale based on the four franchising imperatives (that is, unit 

growth, system uniformity, local responsiveness and system-wide adaptation) and 

operational performance. The following section will present the items generated from 

the convergent interviews and additional items generated from the expert panel. 
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Variables N  

Statistic 
Mean 

Statistic 
 

Std.  
Statistic 

Skewness 
 
Statistic     Std. 
                   error 

Kurtosis 
 
Statistic     Std. 
                   error 

V1          Unit growth  347 5.02 1.857 -.844          .131 -.459          .261 
V2          Unit growth 347 5.08 1.814 -.885          .131 -.355          .261  
V3          Unit growth 347 3.90 1.956 -.034          .131 -1.372        .261 
V4          Unit growth 347 5.70 1.458 -1.474        .131 1.595         .261 
V5          Unit growth 347 5.92 1.522 -1.782        .131 2.536         .261 
V7          System      
               uniformity 

347 6.31 1.040 -2.448        .131 7.702         .261 

V8          System 
               uniformity 

347 6.33 1.023 -2.461        .131 7.702         .261 

V9          System  
               uniformity 

347 6.44 0.800 -2.673        .131 12.878       .261 

V10        System 
               uniformity 

347 6.44 0.876 -2.788        .131 11.550       .261 

V11        System 
               uniformity 

347 6.37 0.856 -2.362        .131 9.114         .261 

V12        System 
               uniformity 

347 5.61 1.497 -1.152        .131 .521           .261 

V14        Local  
               responsiveness 

347 5.83 1.176 -1.528        .131 2.908         .261 

V15        Local 
               responsiveness 

347 5.75 1.187 -1.364        .131 2.433         .261 

V18        Local 
               responsiveness 

347 5.72 1.375 -1.395        .131 1.789         .261 

V19        Local 
               responsiveness 

347 5.77 1.180 -1.225        .131 2.020         .261 

V20        System-wide 
               adaptation 

347 6.47 0.791 -2.412        .131 9.990         .261 

V22        System-wide 
               adaptation 

347 5.64 1.135 -1.368        .131 2.364         .261 

V23        System-wide  
               adaptation 

347 6.00 0.950 -1.720        .131 5.048         .261 

V24        System-wide 
               adaptation 

347 6.06 0.911 -1.685        .131 5.391         .261 

V25        System-wide 
               adaptation 

347 5.49 1.186 -1.234        .131  1.790         .261 

V27        System-wide 
               adaptation 

347 5.98 1.025 -1.410        .131 3.045         .261 

V28        Operational 
               performance 

347 5.78 0.979 -1.752        .131 4.412         .261 

V29        Operational  
               performance 

347 5.85 1.016 -1.960        .131 5.695         .261 

V30        Operational 
               performance 

347 6.05 1.048 -2.188        .131 6.545         .261 

V31        Operational 
               performance 

347 5.47 1.315 -1.247        .131 1.544         .261 

V32        Operational 
               performance 

347 5.76 1.226 -1.632        .131 3.142         .261 

V34        Operational  
               performance 

347 5.08 1.313 -.887          .131 .749           .261 

V37        Operational 
               performance 

347 4.76 1.280 -.732          .131 .018           .261 

V38        Operational 
               performance  

347 4.52 1.333 -.586          .131 -.245          .261 

 284



8.0 REFERENCES 
 
Aaker, D. A. (1998). Strategic Marketing Management. New York, NY: Wiley. 
 
Aaker, D. A., Kumar, V., & Day, G. S. (2004). Marketing research (8th Ed.). New 
York, NY: John Wiley & Sons, Inc. 
 
Aaker, D. A., Kumar, V., Day, G. S. Lawley, M., & Stewart, D. (2007). Marketing 
research: The second Pacific Rim edition.  Australia: John Wiley & Sons. 
 
Abell, M. (1990). The structure of international franchising within the European 
community: a statistical analysis.  In Abell, M. (Ed), European Franchising: Law and 
Practice, 1, (PP. 44-81). London: Waterlow. 
 
Albaum, G., Strandskov, J., & Duerr, E. (2002).  International marketing and export 
management. Englewood Cliffs, NJ: Prentice Hall. 
 
Allison, B., O'Sullivan, T., Owen, A., Rice, J., Rothwell, A., & Saunders, C. (1996). 
Research skills for students. London: Kogan Page Limited. 
 
Alon, I. (2000). The organizational determinants of master international franchising.  
Journal of Business & Entrepreneurship, 12(2), 1-18. 
 
Alon, I., & McKee, D. (1999). Toward a macro-environmental model of international  
Franchising. Multinational Business Review, 7(1), 76-82. 
 
Anderson, E. E. (1984). The growth and performance of franchise systems company 
versus franchise ownership. Journal of Economics and Business, 36, 421-431. 
 
Anderson, P. F. (1986). On method in consumer research: a critical relativist 
perspective. Journal of Consumer Research, 13(September), 155-173. 
 
Appelbaum, S. H., Harel, V., & Shapiro, B. (1998). The development assessment 
centre: the next generation. Career Development, 3(1), 5-12. 
 
Arrow, K. (1971). Essays in the theory of risk bearing. Chicago: Markham. 
 
Arrow, K. J. (1985). The economics of agency. In Pratt, J. W. and Zeckhauser, R. J. 
(Ed.), Principals and agents: The structure of business, Boston, MA: Harvard 
Business School Press. 
 
Atkinson, H., & Brown, J. B. (2001).  Rethinking performance measures: assessing 
progress in UK hotels.  International Journal of Contemporary Hospitality 
Management, 13(3), 128-135. 
 
Australian Bureau of Statistics (ABS). (1994). Franchising Sector Survey Results – 
1994, Department of Industry, Science and Technology, Canberra. 
 
Aydin, N., & Kacker, M. (1990). International outlook of US-based franchisers. 
International Marketing Review, 7(2), 45-53. 

 285



Ayling, D. (1987). Franchising has its dark side. Accountancy, 99, 113-114. 
 
Azzone, G., Masella, C., & Bertele, U. (1991). Design of performance measures for 
time-based companies. International Journal of Operations & Production 
Management, 13(3), 128-135. 
 
Babbie, E. (1998).  The practice of social research. California: Wadsworth Publishing 
Company-An International Thomson Publishing Company. 
 
Barclay, D. W. (1991). Interdepartmental conflict in organizational buying: the impact 
of the organizational context. Journal of Marketing Research, 28(May), 145-159. 
 
Barclay, D. W., Higgins, C., & Thompson, R. (1995). The partial least squares 
approach to casual modeling. Technology studies, 2 (2), 285-309.     
 
Barker, A., Nancarrow, C., & Spackman, N. (2001). Informed eclecticism: A research 
paradigm for the twenty-first century. International Journal of Market Research, 
43(1), 3-27.   
 
Baron, S., & Schmidt, R. (1991). Operational Aspects of Retail Franchises, 
International Journal of Retail and Distribution Management, 19(2), 13-19. 
 
Batonda, G. (1998). Dynamics of Overseas Chinese/Australian Business Outwork, 
PhD Thesis, University of Southern Queensland. 
 
Baucus, D. A., Baucus, M. S., & Human, S. E. (1996). Consensus in franchise 
organizations: A cooperative arrangement among entrepreneurs. Working paper, 
Utah State University. 
 
Belk, R. W. (1995). Studies in the new consumer behaviour, in Miller, D. (Ed.), 
Acknowledging Consumption. London: Routledge. 
 
Bercovitz, J. E. L. (2003, June 26-28). The option to expand: The use of multi-unit 
opportunities to support self-enforcing agreements in franchise relationships. Paper 
presented at the 2003 EMNet-Conference on Economics and Management of 
Franchising Networks, Vienna, Austria. 
 
Bergen, M., Dutta, S., & Walker, O. C. Jr. (1992). Agency relationships in marketing: 
A review of the implications and applications of agency and related theories. Journal 
of Marketing, 56(July), 1-24. 
 
Block, Z., & MacMillan, I. (1993). Corporate venturing, creating new businesses 
within the firm. Boston, MA: Harvard Business School Press. 
 
Bodey, K., & Weaven, S. (2007).  Contrasting the four franchising imperatives 
across hybridised franchising governance models. Paper presented at The European 
Institute of Retailing and Services Studies, (EIRASS), San Francisco, USA. 
 

 286



Bodey, K., Weaven, S., & Grace, D. (2007). Critical factors which assist or hinder 
the achievement of the four franchising imperatives. Paper presented at the 2007 
ANZMAC, Otago University, Dunedin. 
 
Bodipo-Memba, A., & Lee, L. (1997). Business Brief: Boston Chicken Posts 
Disappointing Net, Considers Replacing Franchisee System. Wall Street Journal 
(Eastern edition), Oct 31, p. 1. 
 
Bolton, M. (2002, October). Effective local store marketing.  Paper presented at the 
Queensland Franchise Forum, Brisbane. 
 
Bond, E. R. (1999). Bonds franchise guide. Oakland, CA: Source Book Publications. 
 
Bontis, N. (1998). Intellectual capital: an exploratory study that develops measures 
and models. Management Decision, 36(2), 63-76. 
 
Boyle, E. (2002). The failure of business format franchising in British forecourt 
retailing: a case study of the rebranding of Shell retail’s forecourts. International 
Journal of Retail & Distribution Management, 30(5), 251-263. 
 
Booth, D. A. (1988). Practical measurement of the strengths of actual influences on 
what consumers do: Scientific brand design. Journal of the Market Research Society, 
30(2), 127-146. 
 
Bracker, J. S., Keats, B. W., & Pearson, J. N. (1988). Planning and financial 
performance among small firms in a growth industry.  Strategic Management Journal, 
9, 591-603. 
 
Bracker, J. S., & Pearson, J. N. (1986). Planning and financial performance of small, 
mature firms. Strategic Management Journal, 7, 503-522. 
 
Bradach, J. L. (1992). The organization and management if chains: Owning, 
franchising and the plural form. Unpublished dissertation. Harvard University. 
 
Bradach, J. L. (1995). Chains within chains: The role of multi-unit franchisees. 
Journal of Marketing Channels, 4(1/2), 65-81. 
 
Bradach, J. L. (1997). Using the Plural Form in the Management of Restaurant 
Chains. Administrative Science Quarterly, 42(2), 276-303. 
 
Bradach, J. L. (1998). Franchise Organizations. Boston, MA: Harvard Business 
School Press. 
 
Bradach, J. L., & Eccles, R. G. (1989). Price, authority and trust: From ideal types to 
plural forms. Annual Review of Sociology, 15, 97-115. 
 
Bradley, N. (2007). Marketing Research: Tools and techniques. Oxford University 
Press: Oxford. 
 

 287

http://proquest.umi.com/pqdweb?index=0&did=21108487&SrchMode=1&sid=1&Fmt=3&VInst=PROD&VType=PQD&RQT=309&VName=PQD&TS=1176426892&clientId=13713
http://proquest.umi.com/pqdweb?index=0&did=21108487&SrchMode=1&sid=1&Fmt=3&VInst=PROD&VType=PQD&RQT=309&VName=PQD&TS=1176426892&clientId=13713


Brennan, D. R., Turnball, P. W., & Wilson, D. T. (2003). Dyadic adaptation in 
business-to-business markets. European Journal of Marketing, 37(11/12), 1636-1665. 
 
Brewer, J., & Hunter, A. (1989). Multimethod research: A synthesis of styles. 
Newbury Park, CA: Sage. 
 
Brickley, J., & Dark, F. (1987). The Choice of Organizational Form. Journal of 
Financial Economics, 18(2), 401-20. 
 
Brickley, J. A., Dark, F. H., & Weisbach, M. S. (1991). An agency perspective on 
franchising. Financial Management, 20(1), 27-35. 
 
 
Brown, M. G. (1996).  Keeping score: Using the right metrics to drive world-class 
performance.  New York, NY: Quality Resource. 
 
Brown, S. (1995). Postmodern Marketing. London: Routledge. 
 
Bulmer, M. (1984). Sociological research methods: An introduction (2nd Ed.). 
London: Macmillan. 
 
Bureau of Industry Economics. (1981). Finance for Small Business Growth and 
Development, Research Report 10, Australian Government Printing Service, 
Canberra. 
 
Bureau of Industry Economics. (1990). Small Business Review 1988-1989, Small 
Business Research Unit, Australian Government Printing Service, Canberra. 
 
Burgelman, R. A. (1991). Intraorganizational ecology of strategy making and 
organizational adaptation: Theory and field research. Organization Science, 2, 239-
262. 
 
Buttery, E. A., & Buttery, E. M. (1991).  Design of a marketing information system: 
Useful paradigms.  European Journal of Marketing, 25(1), 26-39. 
 
Burns, A. C., & Bush, R. F. (1995). Marketing research. Englewoods Cliffs: Prentice 
Hall, Inc. 
 
Burns, A. C., & Bush, R. F. (2000). Marketing research: International Edition. New 
York: Prentice Hall International , Inc. 
 
Buzzell, R. (1968). Can you standardize multinational marketing? Harvard Business 
Review, 46(November/December), 102-113. 
 
Camarata, J. B., & Camarata, M .R. (2000). Towards an integrative model: 
performance measurement in not-for-profit organizations. In Neely, A. (Ed.), 
Performance Measurement – Past, present and future, Centre of Business 
Performance, Cranfield School of Management, Cranfield.   
 

 288



Canning, L., & Hamner-Lloyd, S. (2002). Modelling the adaptation process in 
interactive business relationships. Journal of Business and Industrial Marketing, 
17(7), 615-636. 
 
Carman, J. N., & Klein, T. A. (1986). Power, Property and Performance in 
Franchising: A Review and Integration of Theory. In L. P Bucklin (Ed.), Research in 
Marketing. Greenwich, CT: JAI Press. 
 
Carney, M., & Gedajlovic, E. (1991). Vertical Integration in Franchise Systems: 
Agency Theory and Resource Explanations. Strategic Management Journal 12(8), 
607-29. 
 
Carson, D., Gilmore, D., Perry, C., & Gronhaug, K. (2001). Qualitative Marketing 
Research. Great Britain: Sage Publications. 
 
Cassel, C. M., Hackl, P., & Westlund, A. H. (2000). On measurement of intangible 
assets: A study of robustness of partial least squares. Total Quality Management, 
11(7), 897-907. 
 
Castrogiovanni, G. J., Combs, J. G., & Justis, R. T. (2006). Resource scarcity and 
agency theory predictions concerning the continued use of franchising in multi-outlet 
networks. Journal of Small Business Management, 44(1), 27-44. 
 
Castrogiovanni, G. J., Justis, R. T. (1998). Franchising configurations and transitions. 
Journal of Consumer Marketing, 15(2), 170-190. 
 
Castrogiovanni, G. J., Justis, R. T., & Julian, S. D. (1993). Franchise failure rates: An 
assessment of magnitude and influencing factors. Journal of Small Business 
Management, April, 105-114. 
 
Caves, R. E., & Murphy II, W. F. (1976). Franchising, firms, markets and intangible 
assets. Southern Economic Journal, 42, 572-586. 
 
Chandon, J., Leo, P., & Philippe, J. (1997). Service encounter dimensions – a dyadic 
perspective: measuring the dimensions of service encounters as perceived by 
customers and personnel. International Journal of Service Industry Management, 
8(1), 65-86. 
 
Chin, W. (1998). The partial least squares approach for structural equation modelling. 
In Marcoulides, G. A. (Ed.). Modern methods for business research (pp. 295-336), 
Mahwah, NJ: Lawrence Erlbaum Associates. 
 
Chin, W., & Fry, T. A. (2000). PLS-Graph 3.0 Build 176. Houston, Texas: 
Department of Decision and Information Science, University of Houston. 
 
Chin, W., Marcolin, B., & Newstead, P. (2003). A partial least squares latent variables 
modelling approach for measuring interaction effects: results from a Monte Carlo 
simulation study and an electronic-mail emotion/adoption study. Information Systems 
Research, 14(2), 189-217. 
 

 289



Chow, L., & Frazer, L. (2003). Servicing Customers Directly: Mobile Franchising 
Arrangements in Australia. European Journal of Marketing, 37(3/4), 594-613. 
 
Churchill, D. (1991, May 4). Expansion routes. Financial Times. 
 
Churchill, J., G A. (2001). Basic marketing research (4th Ed.). Fort Worth: The 
Dryden Press. 
 
Churchill, J., G A. (1979). A paradigm for developing better measures of marketing 
constructs. Journal of Marketing Research, 16(1), 64-73. 
 
Churchill, G., & Peter, J. (1985). Research design effects on the reliability of rating 
scales: meta-analysis. Journal of Market Research, 21(November), 360-375. 
 
Churchill, J., G A, & Iacobucci, D. (2002). Market research: Methodological 
Foundations (8th Ed.). Fort Worth: Harcourt College Publishers. 
 
Churchill, J., G A, & Iacobucci, D. (2005).  Marketing research: methodological 
foundations. Mason, OH: Thomson South-Western. 
 
Clark, L. A., & Watson, D. (1995).  Constructing validity: Basic issues in objective 
scale development. Psychological Assessment, 7(3), 309-319. 
 
Clark, R. C. (1985). Agency costs versus fiduciary duties. See Pratt & Zeckhauser 
1985, 55-79. 
 
Clarke, G. (1997). Buying your first franchise (2nd Ed.). London: Kogan Page. 
 
Cliquet, G. (2000). Plural forms in store networks: a model for store network 
evolution. The International Review of Retail, Distribution and Consumer Research, 
10(4), 369-387. 
 
Clinquet, G., & Croizean, J-P. (2002). Towards plural forms, franchising/company-
owned systems, in the French cosmetics retail industry.  International Journal of 
Retail & Distribution Management, 30(5), 238-250. 
 
Coakes, S. J., & Steed, L. G. (2001). SPSS Analysis without anguish: Version 10 for 
Windows. Brisbane: John Wiley & Sons Australia, Ltd. 
 
Combs, J. G., & Castrogiovanni, G. J. (1994). Franchisor strategy: A proposed model 
and empirical test of franchise versus company ownership. Journal of Small Business 
Management, 32(2), 37-48. 
 
Combs, J. G., & Ketchen, D. J. (2003). Why do firms use franchising as an 
entrepreneurial strategy?. Journal of Management, 29, 443-65. 
 
Combs, J., Michael, S., & Castrogiovanni, G. (2004). Franchising: A review and 
avenues to greater theoretical diversity. Journal of Management, 30(6), 907-31. 
 

 290



Comrey, A. L., & Lee, H. B. (1992). A first course in factor analysis (2nd Ed.). New 
Jersey: Lawrence Relbaum Associates, Publishers. 
 
Cooper, D. R., & Schindler, P. S. (2001). Business research methods (7th Ed.). New 
York: McGraw-Hill/ Irwin Publishers. 
 
Connell, J.  (1997). International hotel franchise relationships- UK franchisee 
perspective. International Journal of Contemporary Hospitality Management, 9(5/6), 
215 - 220. 
 
Connell, J. (1999). Diversity in large firm international franchise strategy. Journal of 
Consumer Marketing, 16(1), 86-95. 
 
Cook, T. D., & Campbell, D. T. (1979). Quasi-experimentation: Design and analysis 
issues for field settings. Rand McNally: Chicago. 
 
Cooper, D. R., & Emory, C. W. (1995). Business Research Methods. U.S.A: Irwin.  
 
Crouch, S., & Housden, M. (2003). Marketing research for managers (3rd Ed.). 
Boston, MA: Butterworth-Heinemann. 
 
Curran, J., & Stanworth, J. (1983). Franchising in the modern economy – towards 
theoretical understanding. Journal of International Small Business, 2(1), 8-23. 
 
Dahlstrom, R., & Nygaard, A. (1999). Ownership decisions in plural contractual 
systems Twelve networks from the quick service restaurant industry. European 
Journal of Marketing, 33(1/2), 59-87. 
 
Dant, R. P. (1995). Motivation for franchising: Rhetoric versus reality. International 
Small Business Journal, 14(1), 10-32. 
 
Dant, R. P., & Gundlach, G. T. (1998). The challenge of autonomy and dependence in 
franchised channels of distribution. Journal of Business Venturing, 14(1), 35-67). 
 
Dant, R. P., & Nasr, N. I. (1998). Control Techniques and Upward Flow of 
Information in Franchising in Distant Markets: Conceptualization and Preliminary 
Evidence.  Journal of Business Venturing, 13(1), 3-28. 
 
Dant, R. P., Paswan, R. K., & Kaufmann, P. J. (1996). What we know about 
ownership redirection in franchising: a meta-analysis. Journal of Retailing, 72(4), 
429-444. 
 
Dant, R., Li, Z., & Wortzel, L. (1995). Linking relationship quality and service quality 
in franchise systems: model and measurement. In Rajiv P. Dant and Patrick, J. 
Kaufmann (eds). Franchising: contemporary issues and research (pp. 103-124). New 
York: The Hawthorn Press.      
 
Dant, R. P., & Schul, , P. L. (1992). Conflict resolution processes in contractual 
channels of distribution. Journal of Marketing, 56(1), 38-54. 
 

 291



Darr, E. D., Argote, L., & Epple, D. (1995). The acquisition, transfer and depreciation 
of knowledge in service organizations: Productivity in franchises. Management 
Science, 41(11), 1750-1762. 
 
DeMott, D. A. (1998). A revised prospectus for a third restatement of agency. U. C. 
Davis Law Review, 31, 1035-1063. 
 
Denzin N. K. (1989). The Research Act: A Theoretical Introduction to Sociological 
Methods. Englewood Cliffs, NJ: Prentice-Hall. 
 
Department of Industry, Technology and Commerce. (1992), ‘Franchising in 
Australia 1989-1991’, Franchising – Australia and Abroad, DITAC, Canberra, pp. 5-
36. 
 
Department of Industry, Technology and Commerce. (1997), A Portrait of Australian 
Business, DITAC, Canberra.  
 
Dess, G. G., & Robinson, R. B. (1984). Measuring organizational performance in the 
absence of objective measures: The case of the privately-held firm and conglomerate 
business unit.  Strategic Management Journal, 5, 265-273. 
 
DeVellis, R. F. (2003). Scale development: Theory and Applications (2nd Ed.). 
Thousand Oaks: Sage Publications. 
 
De Vaus, D. A. (1996).  Surveys in social research (4th Ed.). London: UCL Press Ltd. 
 
Dick, R. (1990). Convergent interviewing. Brisbane: Interchange. 
 
Dicke, T. (1992).  Franchising in America. Chapel Hill, NC: University of North 
Carolina Press. 
 
Dixon, H., & Quinn, B. (2004). Franchising and the internet: an exploratory study of 
franchisor web sites. Internet Research, 14(4), 311-322. 
 
Doherty, A. M., & Quinn, B. (1999). International retail franchising: an agency theory 
perspective. International Journal of Retail & Distribution Management, 27(6), 224-
236. 
 
Douglas, B. & Moustakas, C. (1984). Heuristic inquiry: The internal search for know. 
Detroit, MI, Centre for Humanistic Studies. 
 
Douglas, S., & Wind, Y. (1987). The myth of globalization. Columbia Journal of 
World Business, 22(Winter), 19-29. 
 
Duncan, O. D. (1984). Notes on social measurement: Historical and critical. New 
York: Russell Sage. 
 
Eccles, R. (1991). The performance management manifesto. Harvard Business 
Review, January-February, 131-137. 
 

 292



Eisenhardt, K. M. (1989). Agency Theory: An Assessment and Review. Academy  of 
Management Review, 14(1), 57-74. 
 
Elango, B., & Fried, V. H. (1997). Franchising research: A literature review and 
synthesis. Journal of Small Business Management, 35(3), 68-81. 
 
Emory, C. W., & Cooper, D. R. (1991). Business Research Methods. Richard Irwin, 
Boston. 
 
Eskildsen, J. K., Westlund, A. H., & Kristensen, K. (2004). Measuring employees 
assets- The Nordic Employee Index. Business Process Management Journal, 10(5), 
537-550. 
 
Falbe, C. M., & Dandridge, T. C. (1992). Franchising as a strategic partnership: issues 
of cooperation and conflict in a global market. International Small Business Journal, 
10(3), 40-52. 
 
Falbe, C. M., & Welsh, D. H. B. (1998). NAFTA and franchising: A comparison of 
franchisor perceptions of characteristics associated with franchisee success and failure 
in Canada, Mexico and the United States. Journal of Business Venturing, 13, 151-171. 
 
Falk, R. F., & Miller, N. B. (1992). A primer for soft modelling. Akron, OH: 
University of Akron Press. 
 
Fama, E. F., & Jensen, M. C. (1983). Separation of ownership and control. Journal of 
Law and Economics, 26, 301-325. 
 
Feldmann, H. (2004). Political implications of cultural evolution. International 
Journal of Social Economics, 31(11/12), 1089-1108. 
 
Felstead, A. (1991). The Social Organisation of the Franchise: A Case of Controlled 
Self-Employment. Work, Employment and Society, 5(1), 37-57. 
 
Ferguson, E., & Cox, T. (1993). Exploratory factor analysis: A users’ guide. 
International Journal of Selection and Assessment, 1(2), 84-94. 
 
Fitzgerald, L., Johnston, R., Brignall, T. J., Silvestro, R., & Voss, C. (1991). 
Performance measurement in service businesses. London: The Chartered Institute of 
Management Accountants. 
 
Fladmoe-Lindquist, K. (1996).  International franchising: capabilities and 
development.  Journal of Business Venturing, 11, 419-438. 
 
Fladmoe-Lindquist, K. (2000). International franchising: a network approach to FDI. 
In Aharoni, Y., Nachum, L. (Eds), Globalisation of Services: Some Implications for 
Theory and Practice (pp. 197-216). Routledge, London: Routledge Studies in 
International Business and the World Economy. 
 
Fladmoe-Lindquist, K., & Jacque, L. (1995). Control modes in international service 
operations: The propensity to franchise. Management Science, 41, 1238-1249. 

 293



Fornell, C. (1982). A second generation of multivariate analysis (vol. 1). New York, 
NY: Methods, Praeger. 
 
Fornell, C. (1992). A national customer satisfaction barometer: the Swedish 
experience. Journal of Marketing, 56(January), 6-21. 
 
Fornell, C., & Cha, C. (1992). Partial least squares, working paper at the Graduate 
School of Business, The University of Michigan. 
 
Franchise Council of Australia. (2006). About franchising. Retrieved November 29, 
2006, from http://www.franchisecouncilofaustralia.com.au 
 
Franchising Code of Conduct. (1998). Department of Workplace Relations and Small 
Business, Canberra. 
 
Franchising Code of Practice. (1995). Franchising Code Administration Council, 
Parramatta. 
 
Franchising Task Force. (1991). Report by the Franchising Task Force to the Minister 
for Small Business and Customs. Queanbeyan: Better Printing Service. 
 
Franchisors Association of Australia and New Zealand. (1992). Franchising in the 
Economy, FAANZ, Parramatta. 
 
Franco, M., & Bourne, M. C. S. (2003).  Business performance measurement systems: 
a systematic review. Paper presented at the 10th EurOMA Conference, Lake Como. 
 
Frazer, L. (1998). Motivations for franchisors to use flat continuing franchise fees, 
Journal of Consumer Marketing. 15(6), 587-597. 
 
Frazer, L. (2000). Assessing Franchising Sector Maturity: Australian Evidence. 
Australasian Marketing Journal, 8(2), 33-46. 
 
Frazer, L. (2001). Why Franchisors Discontinue Franchising but Continue Operating, 
International Small Business Journal, 9(2), 38. 
 
Frazer, L. (2001). Causes of Disruption to Franchise Operations. Journal of Business 
Research, 54, 227-234. 
 
Frazer, L. (2003). Exporting retail franchises to China, Journal of Asia Pacific 
Marketing. 2(1), 1-11. 
 
Frazer, L., & McCosker, C. (1999). Franchising Australia 1999: A Survey of 
Franchising Practices and Performance. Toowoomba: University of Southern 
Queensland. 
 
Frazer, L., Merrilees, B., & Bodey, K. (2007). Franchisors do their homework before 
entering international markets: Experiences from the Australian franchising sector. 
International Entrepreneurship and Management Journal, 3, 437-452. 
 

 294



Frazer, L., Merrilees, B., & Wright, O. (2006). Power and Control in the franchise 
network: An investigation of ex-franchisees and brand piracy. Journal of Marketing 
Management, 23(9/10), 1037-1054. 
 
Frazer, L., & Stokes, D. (1997). Franchising operational units in Australia. 
Franchising Research: An international Journal, 2(1), 32-42. 
 
Frazer, L., & Terry, A. (2002). Factors affecting franchise agreement terminations: 
lessons from the franchising sector. Journal of Small Business Strategy, 13(1), 105-
116. 
 
Frazer, L. & Weaven, S. (2002). Franchising Australia 2002. Brisbane, Griffith 
University/Franchise Council of Australia. 
 
Frazer, L. & S. Weaven (2004).  Franchising Australia 2004.  Griffith University,  
Brisbane. 
 
Frazer, L. & Weaven, S., & Wright, O. (2006). Franchising Australia 2006. Brisbane, 
Griffith University/Franchise Council of Australia. 
 
Frazer, L. & Weaven, S., & Wright, O. (2008). Franchising Australia 2008. Brisbane, 
Griffith University/Franchise Council of Australia. 
 
Frazer, L., & Winzar, H. (2005). Exits and expectations: why disappointed 
franchisees leave. Journal of Business Research, 58(11), 1534-1542. 
 
Funder, M. (2005). Bias, intimacy and power in qualitative fieldwork strategies. The  
Journal of Transdisciplinary Environmental Studies, 4(1), 1-9. 
 
Garg, V. K. (2000). The relative importance of different agency problems in 
organizing economic activity: An investigation of multiple forms within franchising 
systems. PhD Thesis. The University of Texas: Arlington. 
 
Garg, V. K., Rasheed, A. A., & Priem, R. L. (2005). Explaining franchisors’ choices 
of organization forms within franchise systems. Strategic Organization, 3(2), 185-
217. 
 
Gaski, J. (1984). Theory of power and conflict in channels of distribution. Journal of 
Marketing, 48 (Summer), 9-29. 
 
Ghauri, P., Gronhaug, K., & Kristianslund, I. (1995). Research methods in business 
studies: A practical guide. New York: Prentice Hall. 
 
Giles, S. (2000). E-Franchising and the law: Strategic issues for franchise and retail 
networks. Law and Policy Review. 2(7), 67- 69. 
 
Gill, J., & Johnson, P. (2002). Research methods for managers (3rd Ed.). London: 
Sage Publications. 
 
 

 295



Glaser, B. G. & Strauss, A. L. (1967). The discovery of grounded theory: Strategies  
for qualitative research. New York, Aldine de Gruyter. 
 
Goldberg, E. (1999). Why multiple-unit franchises work. The multiple-unit guide. San 
Jose, CA: Franchise Update Publications. 
 
Golisano, T., & Worth, R. (1989). Managing after start-up. Management Accounting, 
70(8), 27-30. 
 
Gomm, N. (1992). Franchising in the United States. Franchising Australia and 
Abroad: Supplement to the Franchising Task Force Final Report (pp. 83-100). 
Queanbeyan: Better Printing Service. 
 
Grace, D., & O’Cass, A. (2001). Attributions of service switching: A study of 
consumers’ and providers’ perceptions of child-care service delivery. Journal of 
Services Marketing, 15(4), 300-321. 
 
Grant, C. (1985). Business Format Franchising: A System for Growth. London: 
Economist Intelligence Unit. 
 
Green, P. E., Tull, D. S., & Albaum, G. (1988).  Research for marketing decisions (5th 
Ed.). Englewood Cliffs, NJ: Prentice-Hall. 
 
Gregory, M. (1993). Integrated performance measurement: a review of current 
practice and emerging trends.  International Journal of Production Economics, 30-31, 
281-296. 
 
Grünhagen, M. (1999). Single-unit versus multiple-unit franchising in the U.S. fast-
food industry: A comparative analysis from the franchisee perspective. PhD Thesis. 
Lincoln: The Gradate College at the University of Nebraska. 
 
Grunhagen, M., & Mittelstaedt, R. A. (2000). Single-unit vs multi-unit franchising: 
history, typology, and the franchisee perspective. In Paswan, A. (Eds),14th 
International Society of Franchising, San Diego, CA, .  
 
Grünhagen, M., & Mittelstaedt, R. A. (2002). Is Bigger Better: The Anticipation of 
Scale Efficiencies and Decision Participation As Motivations For Aspiring Multi-unit 
Franchisees. International Journal of Entrepreneurial Behaviour & Research, 8(3), 
188-200. 
 
Grünhagen, M., & Mittelstaedt, R. A. (2005). Entrepreneurs or investors: Do multi-
unit franchisees have different philosophical orientations?, Journal of Small Business 
Management, 43(3), 207-225. 
 
Guba, E. G., & Lincoln, Y. S. (1994). Competing Paradigms in Qualitative Research, 
eds N. K., Denzin, & Y. S., Lincoln, Handbook of Qualitative Research (pp. 105-
117). Thousand Oaks, CA: Sage Publications. 
 
Gubrium, J. F., & Holstein, J. A. (2001). Handbook of interview research: Context     
and method. Thousand Oaks, CA: Sage Publications. 

 296



Guiltinan, J. P., Rejab, J. B., & Rodgers, W. C. (1980). Factors Influencing 
Coordination in a Franchise Channel.  Journal of Retailing, 56(3), 41-58. 
 
Hacket, D. W. (1976). The international expansion of US franchise systems: status 
and strategies. Journal of International Business, 7(1), 65-75. 
 
Hadfield, G. K. (1990). Problematic relations: franchising and the law of incomplete 
contracts. Stanford Law Review, 42, 927-992. 
 
Hair, Jr. J. F., Anderson, R. E., Tatham, R. L., & Black, W. C. (1998). Multivariate 
data analysis (5th Ed.). Upper Saddle River, New Jersey: Prentice Hall. 
 
Hair, J. F., Bush, R. P., & Ortinau, D. J. (2003). Marketing research: within a 
changing information environment. Boston: McGraw-Hill Irwin. 
 
Håkansson, H. (1982). International marketing and purchasing of industrial goods. 
Chichester: Wiley. 
 
Hamel, G., & Prahalad, C. K. (1996). Competing for the future. Boston: Harvard 
Business School Press. 
 
Hardyck, C. D., & Petrinovich, L. F. (1976). Introduction to statistics for the 
behavioral sciences (2nd Ed.). Philadelphia: Saunders. 
 
Hartnett, M. (1987, May). The master plan. Franchise, p. 14-21. 
 
Hart, C. (1998). Doing a literature review. UK: Sage Publications.  
 
Hawkins, D. S., & Tull, D. I. (1994). Essentials of marketing research. New York: 
Macmillan Publishing Company. 
 
Healy, M., & Perry, C. (2000). Comprehensive criteria to judge validity and reliability 
of qualitative research within the realism paradigm. Qualitative Market Research, 
3(3), 118-126. 
 
Helfferich, E., & Hinfelaar, M. G. (1995).  The export of retail formats. Paper 
presented at the 8th International Conference on Research in the Distributive Trades, 
Milan, Cescom, A7. 18- A7. 28. 
 
Hempelmann, B. (2006). Optimal franchise contracts with private cost information. 
International Journal of Industrial Organization, 24, 449-465. 
 
Hing, N. (1995). An Empirical Analysis of the Benefits and Limitations for 
Restaurant Franchisees, Journal of Small Business Management, 15(2), 177-187. 
 
Hirschman, E. (1993). Ideology in consumer research, 1980 and 1990: a Marxist and 
feminist critique. Journal of Consumer Research, 19(March), 537-555. 
 
Hoffman, R. C., & Preble, J. F. (1991). Franchising: selecting a strategy for rapid 
growth. Long Range Planning, 24(4), 74-85. 

 297

http://www.emeraldinsight.com/Insight/ViewContentServlet?Filename=Published/EmeraldFullTextArticle/Articles/0070371105.html#b15#b15


Hoffman, R. C., & Preble, J. F. (2006). Strategies for business format franchisors to 
expand into global markets. Journal of Marketing Channels, 13, 29–50. 
 
Holberg, C. J., Graves, P. E., & Martinez, F. D. (2001). Factor analysis of asthma and 
atopy traits shows 2 major components, one of which is linked to markers on 
chromosome 5q. Journal of Allergy and Clinical Immunology, 108(5), 772-780. 
 
Holmberg, S. R., & Morgan, K. B. (2003). Franchise turnover and failure: New 
research and perspectives. Journal of Business Venturing, 18, 403-418. 
 
Holmes-Smith, P., & Coote, L. (2001). Structural equation modelling: from the 
fundamentals to advanced topics. Elsternwick, Victoria: School Research, Evaluation, 
and Measurement Services. 
 
Hopkinson, G. C., & Hogarth-Scott, S. (1999). Franchise relationship quality: micro-
economic explanations. European Journal of Marketing, 33(9/10), 827-43. 
 
Howe, K., & Eisenhardt, M. (1990). Standards for qualitative (and quantitative) 
research: A prolegomenon. Educational Researcher, 19(4), 2-9. 
 
Hoyle, R. H., Harris, M. J., & Judd, C. M. (2002). Research methods in social 
relations. Victoria, Australia: Wadsworth Thomas Learning. 
 
Huber, J. (1993, January). Franchise Forecast. Entrepreneur, 72-75. 
 
Hudson, M., Smart, A., & Bourne, M.  (2001). Theory and practice in SME 
performance measurement systems. International Journal of Operations & 
Production Management, 21(8), 1096-1115. 
 
Hunt, S. D. (1972). The socioeconomic consequences of the franchise system of 
distribution. Journal of Marketing, 36, 32-38. 
 
Hunt, S. D. (1973). The trend towards company-operated units in franchise chains. 
Journal of Retailing, 49(2), 3. 
 
Hunt, S. D. (1991). Positivism and paradigm dominance in consumer research: toward 
critical pluralism and rapprochement. Journal of Consumer Research, 18(June), 32-
44. 
 
Hunt, S. D., & Nevin, J. R. (1974). Power in a Channel of Distribution: Sources and 
Consequences. Journal of Marketing Research, 11(May), 186-193.  
 
Hussey, J., & Hussey, R. (1997). Business research: a practical guide for 
undergraduate and postgraduate students. London: Macmillan Press. 
 
Ingram, P. (1996). Organizational form as a solution to the problem of credible 
commitment: The evolution of naming strategies among U.S hotel chains 1898-1980. 
Strategic Management Journal, 17(Special Issue), 85-98. 
 

 298



Inma, C. (2005). Purposeful franchising: Re-thinking of the franchising rationale.  
Singapore Management Review, 27(1), 27-48. 
 
Inma, C., & Debowski, S. (2006). Analysis of franchise performance through use of 
typology: An Australian investigation. Singapore Management Review, 28(2), 1-30. 
 
Inside franchising. (2008). Why franchising: Franchising- the facts. Retrieved 
November 29, 2008, from http://www.insidefranchising.com.au/whyfranchising.asp 
 
International Franchise Association. (1992). Franchising in the Economy: 1989-1992, 
Washington DC.: IFA Educational Foundation, and Arthur Anderson, Chicago, 
Illinois, USA. 
 
Ireland, D., & Hitt, M (1997).  Performance strategies for high-growth 
entrepreneurship firms. Paper presented at the Annual Babson-Kaufmann Research 
Conference, Babson College, Wellesley, MA. 
 
Jain, S. C. (1989). Standardization of international market strategy: Some research 
hypotheses.  Journal of Marketing, 53(January), 70-79. 
 
Jain, S. C. (2000). Marketing planning and strategy (6th Ed.). South-Western College 
Publishing: Cincinnati, OH. 
 
Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behaviour, 
agency costs and ownership structure. Journal of Financial Economics, 3, 305-360. 
 
Johnsen, G. J., & McMahon, R. G. (2005). Owner-manager gender, financial 
performance and business growth amongst SMEs from Australia’s business 
longitudinal survey. International Small Business Journal, 23(2), 115-142. 
 
Johnson, B. R. (1997). Examining the Validity Structure of Qualitative Research. 
Education, 118(2), 282-292.  
 
Judson, A. S. (1990).  Making strategy happen, transforming plans into reality. 
London: Basil Blackwell. 
 
Justis, R. T., & Judd, R. J. (1986). Master Franchising: A New Look. Journal of Small 
Business Management, 24(3), 16-21. 
 
Justis, R. T., & Judd, R. J. (2004). Franchising (3rd Ed.), Ohio, U.S.A: DAME 
Publishing. 
 
Kalnins, A. (2005). Overestimation and venture survival: An empirical analysis in 
international master franchising ventures.  Journal of Economics and Management 
Strategy, 14(4), 933-953. 
 
Kalnins, A & Lafontaine, F. (1997, March). The Characteristics of Multi-Unit 
Ownership in Franchising: Evidence from Fast-Food Restaurants in Texas. Paper 
presented at the Eleventh Annual Conference of the Society of Franchising, Winning 
Strategies for Franchising: Current research and future directions, Orlando Florida. 
 

 299



Kalnins, A & Lafontaine, F. (1999). Incentive and Strategic Motives for Vertical 
Separation: Evidence from Location Patterns in the Texan Fast Food Industry. 
Working paper, University of Michigan. 
 
Kalnins, A & Lafontaine, F. (2004). Multi-unit ownership in franchising: Evidence 
from the fast-food industry in Texas, The RAND Journal of Economics, 35(4), 747-
761. 
 
Kalnins, A., & Mayer, K. J. (2004). Franchising, ownership and experience: A study 
of pizza restaurant survival. Management Science, 50(12), 1716-1728. 
 
Kaplan, R. (1983). Measuring manufacturing performance: a new challenge for 
managerial accounting research.  The Accounting Review, 18(4), 686-705. 
 
Kaplan, R., & Norton, D. (1992).  The balance scorecard: the measures that drive 
performance. Harvard Business Review, January-February, 71-79. 
 
Kaplan, R., & Norton, D. (1993).  Putting the balance scorecard to work.  Harvard 
Business Review, September-October, 147-182. 
 
Kaufmann, P. J. (1990). A Comparison of Various Methods of Franchise Expansion. 
Paper presented at the fourth conference of the Society of Franchising, Franchising: 
Evolution in the Midst of Change, ed. R. Robicheaux, Scottsdale, Arizona, pp. 1-25. 
 
Kaufmann, P. J. (1992). The Impact of Managerial Performance Decay on 
Franchisors' Store Allocation Strategies. Journal of Marketing Channels, 1(4), 51-79. 
 
Kaufmann, P. J. (1996). The state of research in franchising. Franchising Research: 
An International Journal, 1(1), 4-7. 
 
Kaufmann, P. J., & Dant, R. P. (1996).  Multi-Unit Franchising: Growth and 
Management Issues. Journal of Business Venturing, 11(5), 343-358. 
 
Kaufmann, P. J., & Dant, R. P. (1998).  Franchising and the Domain of 
Entrepreneurship Research. Journal of Business Venturing, 14(1), 5-16. 
 
Kaufmann, P. J., & Eroglu, S. (1998).  Standardization and adaptation in business 
format franchising. Journal of Business Venturing, 14, 69-85. 
 
Kaufmann, P. J., & Kim, S. H. (1993). Master Franchising and System Growth Rates. 
Paper presented at the 7th Annual Society of Franchising Conference, Excellence ’93: 
A Bridge to Success, San Francisco, CA. 
 
Kaufmann, P. J., & Kim, S. H. (1995). Master Franchising and System Growth Rates. 
In P. J. Kaufmann & R. P. Dant. (Ed.), Franchising: Contemporary Issues and 
Research (pp. 49-64), New York: Harvard Press. 
 
Kaufmann, P. J., & Lafontaine, F. (1994). Costs of Control: The Source of Economic 
Rents for McDonald’s Franchisees. Journal of Law and Economics, 37(2), 417-453. 
 

 300



Kaufmann, P. J., & Rangan, K. (1990). A model for managing system conflict during 
franchise expansion. Journal of Retailing, 62(2), 155-173. 
 
Kaufmann, P. J., & Stanworth, J. (1995). The Decision to Purchase a Franchise: A 
Study of Prospective Franchisees. Journal of Small Business Management, 33(4), 22-
31. 
 
Keegan, D. P., Eiler, R. G., Jones, C. P. (1989).  Are your performance measures 
obsolete? Management Accounting, June, 45-50. 
 
Kelloway, E. K. (1995). Structural equation modelling in perspective. Journal of 
Organizational Behaviour, 16, 215-224. 
 
Kennerley, M., & Neely, A. (2001).  Enterprise resource planning: analysing the 
impact. Integrated Manufacturing Systems, 21(2), 103-118. 
 
Kinnear, T. C., Taylor, J. R., Johnson, L., & Armstrong, R. (1993). Australian 
marketing research. Sydney: McGraw-Hill Book Company. 
 
Kirby, D., & Watson, A. (1999). Franchising as a small business development 
strategy: A qualitative study of operational and ‘failed’ franchisors in the UK. Journal 
of Small Business and Enterprise Management, 6(4), 341-349. 
 
Kirby, D., & Watson, A. (2004). Franchising as a small business development 
strategy: A qualitative of operational and ‘failed’ franchisors in the UK. Journal of 
Small Business and Enterprise Development, 6(4), 341-349. 
 
Klein, B. (1995). The economics of franchise contracts. Journal of Corporate 
Finance, 2, 9-37. 
 
Klein, B., Crawford, R. G., & Alchian, A. A. (1978). Vertical integration appropriable 
rents, and the competitive contracting process. Journal of Law and Economics, 21, 
297-326. 
 
Knott, A. (2001). The dynamic value of hierarchy. Management Science, 47, 430-448. 
 
Knott, A. (2003). The organizational routines factor market paradox. Strategic 
Management Journal, 24, 929-943. 
 
Kreuger, A. B. (1991). Ownership agency and wages: an examination of franchising 
in the fast food industry. The Quarterly Journal of Economics, February, 75-101. 
 
Kumar, R. (2005). Research Methodology: A step-by-step guide for beginners (2nd 
Ed.).  London: Sage Publications. 
 
Kupers, W. (1998). Phenomenology of embodied productivity in services. 
International  Journal of Services Industry Management, 9(4), 337-353. 
 
Kvale, S. (1989). Issues of validity in qualitative research. Sweden: Krieger 
Publishing Co.  

 301



Lafontaine, F. (1992). Agency theory and franchising: Some empirical results. RAND 
Journal of Economics, 23, 263-283. 
 
Lafontaine, F., & Kaufmann, P. J. (1994). The Evolution of Ownership Patterns in 
Franchise Systems. Journal of Retailing, 70(2), 97-113. 
 
Lafontaine, F., & Oxley, J. (2004).  International franchising: Evidence from US and 
Canadian franchisors in Mexico. Journal of Economics and Management Strategy, 
13, 95-123. 
 
Lafontaine, F., & Raynaud, E. (2002). The role of residual claims and self-
enforcement in franchise contracting.  NBER Working Paper Series. 
 
Lafontaine, F., & Shaw, K. L. (1998) Franchising growth and franchisor entry and 
exit in the U.S. market: myth and reality. Journal of Business Venturing, 13, 95-112. 
 
Lafontaine, F., Slade, M. (1996). Retail contracting and costly monitoring: theory and 
evidence. European Economic Review, 40(3/5), 923-932. 
 
Larson, A. (1992). Network dyads in entrepreneurial settings: A study of governance 
of exchange relationships. Administrative Science Quarterly, 37, 76-104. 
 
Levitt, T. (1960).  Marketing myopia. Harvard Business Review, July/ August, 45-56. 
 
Levitt, T.  (1983). The globalization of markets. Harvard Business Review, 61(May-
June), 92-102. 
 
Lewis, M. C., & Lambert, D. M. (1991). A Model of Channel Member Performance, 
Dependence and Satisfaction.  Journal of Retailing, 67(2), 205-222. 
 
Lillis, C., Narayana, C., & Gilman, J. (1976). Competitive advantage variation over 
the life cycle of a franchise. Journal of Marketing, 40, 77-80. 
 
Lim, J., & Frazer, L. (2000). Franchising Code Delivers Mixed Blessings. 
Franchising Law and Policy Review, 2(7), 70-72.  
 
Lim, J., & Frazer, L. (2002). Introducing Franchising Regulation: An analysis of the 
Australian Franchising Code of Conduct’, Journal of Marketing Channels, 10(2), 39-
56. 
 
Lincoln, Y. S., & Guba, F. G. (1985). Naturalistic Inquiry. Newbury Park: Sage 
Publications. 
 
Lingle, J. H., & Schiemann, W. A. (1996). From balanced scorecard to strategy 
gauge: is measurement worth it?.  Management Review, March, 56-62. 
 
Lohmöller, J. B. (1981). Latent variable modeling with Partial Least Squares. 
Heidelberg: Physica-Verlag. 
 

 302



Lowell, B. H. (1991). Multi-unit franchising: The key to rapid system growth. 
Washington, DC: International Franchise Association. 
 
Lozada, H. R., Hunter, R. J., & Kritz, G. H. (2003). Master franchising as an entry 
strategy: marketing and legal implications. The Coastal Business Journal, 4(1), 16-28. 
 
Luxenberg, S. (1985). Roadside empires: How the chains franchised America. New 
York: Penguin. 
 
Lyles, M. A., Baird, I. S., Orris, B., & Kuratko, D. F.  (1993).  Formalized planning in 
small business increasing strategic choices.  Journal of Small Business Management, 
April, 38-50. 
 
Lynch, R., & Cross, K. (1991). Measure up! Yardsticks for continuous improvement.  
Oxford: Blackwell. 
 
Malhotra, N., Hall, J., Shaw, M., & Crisp, M. (1996). Marketing research: an applied 
orientation. Sydney: Prentice Hall. 
 
Malhotra, N., Hall, J., Shaw, M., & Oppenheim, P. (2006). Marketing research: an 
applied orientation (3rd Ed.). New South Wales: Pearson Prentice Hall. 
 
Malhotra, N., Hall, J., Shaw, M., & Oppenheim, P. (2008). Essentials of Marketing 
Research: An applied orientation (2nd Ed.). New South Wales: Pearson Prentice Hall. 
 
Manna, D. R., & Smith, A. D. (2004). Exploring the need for emotional intelligence 
and awareness among sales representatives. Marketing Intelligence & Planning, 
22(1), 66-83. 
 
Ma Valle, S. A. (2002). The phenomenon of organizational evolution: a model of 
analysis. Leadership and Organization Development Journal, 23(4), 215-227. 
 
Manville, G. (2007).  Implementing a balanced scorecard framework in a not for 
profit SME.  International Journal of Productivity and Performance Management, 
56(2), 162-169. 
 
Maritz, A. (2005, January). Entrepreneurial orientation in a franchise system. Paper 
presented at the 4th International Business and Economy Conference, Hawaii. 
 
Maritz, A., Lobo, T., & Bhat, R. (2006). A multi-unit franchising perspective of the 
new dominant logic for marketing.  Paper presented at the 2006 ANZMAC 
conference. Brisbane: Queensland University of Technology. 
 
Maritz, A., & Nieman, G. (2008). Implementation of service profit chain initiatives in 
a franchise system. Journal of Services Marketing, 22(1), 13-23. 
 
Marks and Spencer. (1997). Company Facts. London: Marks and Spencer. 
 
Martin, R. E. (1988). Franchising and risk management. American Economic Review, 
78, 954-968. 

 303



Maxwell, J. A. (1992). Understanding the Validity in Qualitative Research. Harvard 
Educational Review, 62(3), 279-299. 
 
McBurney, D. H. (1998). Research Methods (4th Ed.). Pacific Grove: Brooks/Cole 
Publishing Company. 
 
McCosker, C. (1989). The Profile and Performance of Franchisees. Accounting 
Research Study no. 11. University of New England, Armidale, NSW: AFM 
Scholarships and Publications Fund. 
 
McCosker, C. (1992, September). Exporting Australian Franchises: A survey of 
Australian participation and plans. Paper presented to the Sixth National Small 
Business Research Conference and the Fifth SEAANZ Conference, Sydney. 
 
McCosker, C. (1996, February 17-18). Franchising in Asia: An Overview of Selected 
Target Markets. Paper presented at the 1996 Annual Society of Franchising 
Conference, Partners for Progress…A World of Opportunities, Honolulu, Hawaii. 
 
McCosker, C. (2000). The quest for quality franchisees: an exploration of franchisor 
practices. In Paswan, A. (Eds), 14th Annual International Society of Franchising 
Conference Proceedings (pp. 1-11). San Diego. 
 
McCosker, C., & Frazer, L. (1998). Franchising Australia 1998: A Survey of 
Franchising Practices and Performance. Toowoomba, Qld: University of Southern 
Queensland and Franchise Council of Australia. 
 
McCosker, C., Frazer, L., & Pensiero, D. (1995, January 21-22). An Exploration of 
Franchise Advisory Councils: Expectations and relationships. Paper presented to the 
Ninth Annual Society of Franchising Conference, The International 
Challenge…Towards New Franchising Relationships, Minneapolis.   
 
McIntyre, F. S., Gilbert, F. W., & Young, J. A. (2006). US-based franchise systems: a 
comparison of domestic versus international operations. Journal of Marketing 
Channels, 13(4), 5-21. 
 
McInyre, F. S., Huszagh, S. M., & Huszagh, F. W. (1991). Franchising as a global 
marketing strategy, Franchising: Embracing the future. Annual Conference of the 
Society of Franchising. 
 
McLarney, C. (2001). Strategic planning-effectiveness-environment linkage: a case 
study. Management Decision, 39(10), 809-818. 
 
McMullan, R. (2005). A multiple-item scale for measuring customer loyalty 
development. Journal of Services Marketing, 19(7), 470-481. 
 
Mendelsohn, M. (1995). New bank franchise finance scheme introduced in UK. 
Franchising World, 27(1), 69-70. 
 
Mendelsohn, M. (1999). The Guide to Franchising. London: Cassell. 
 

 304



Merrilees, B. & Frazer, L. (2006). Entrepreneurial franchisees have hidden superior 
marketing systems. Qualitative Market Research: An International Journal, 9(1), 73-
85. 
 
Michael, S. C. (1996). To franchise or not to franchise: An analysis of decision rights 
and organizational form shares. Journal of Business Venturing, 11, 57-71. 
 
Michael, S. C. (2003). First mover advantage through franchising. Journal of Business 
Venturing, 18(1), 61. 
 
Miles, M. B., & Huberman, A. M. (1994). Qualitative Data Analysis: a Sourcebook 
for New Methods. Pergamon: Oxford. 
 
Miller, D., & Friesen, P. (1984). Organizations: A Quantum View. Englewood Cliffs, 
NJ: Prentice Hall. 
 
Minkler, A. (1990). An empirical analysis of a firm’s decision to franchise. Economic 
Letters, 34, 77-82. 
 
Minkler, A. (1992). Why firms franchise: A search cost theory. Journal of 
Institutional and Theoretical Economics, 148, 240-259. 
 
Mitnick, B. M. (1973). Fiduciary responsibility and public policy: the theory of 
agency and some consequences. Presented at Annual Meeting of American Political 
Science Association, 69th, New Orleans. 
 
Moe, T. M. (1984). The new economics of organization. American Journal of 
Political Science, 28, 739-77. 
 
Morrison, K. A. (1997). How franchise job satisfaction and personality affects 
performance, organizational commitment, franchisor relations and intention to 
remain. Journal of Small Business Management, 35, 39-67. 
 
Nani, A. J., Dixon, J. R., & Vollman, T. E. (1990). Strategic control and performance 
measurement. Journal of Cost Management, Summer, 33-42.  
 
Narver, J. C., & Slater, S. F. (1990). The effect of market orientation on business 
profitability. Journal of Marketing, 54, 20-35. 
 
Neely, A. (2002). Business performance measurement, theory and practice.  
Cambridge: Cambridge University Press. 
 
Neely, A., Gregory, M., & Platts, K. (2005).  Performance measurement system 
design: A literature review and research agenda.  International Journal of Operations 
& Production Management, 25(12), 1228-1263. 
 
Neuman, W. L. (1994). Social Research Methods. Boston: Allyn and Bacon. 
 
Neuman, W. L. (2003). Social research methods: qualitative and quantitative 
approaches (5th Ed.). Boston: Pearson Education, Inc. 

 305



Norton, S. (1988). An empirical look at franchising as an organisational form. Journal 
of Business 61(2), 197-217. 
 
Nunnally, J. C. (1978). Psychometric theory (2nd Ed.). New York, NY: McGraw-Hill. 
 
O'Cass, A. (2002). Political advertising believability and information source value 
during elections. Journal of Advertising, 31(1), 63-74. 
 
Onwuegbuzie, A. J. (2003). Expanding the framework of internal and external 
validity in qualitative research. Research in the Schools, 10, 71-90. 
 
Osborne, J. W., & Costello, A. B. (2005). Best practices in exploratory factor 
analysis: Four recommendations for getting the most from your analysis. Practical 
Assessment, Research & Evaluation, 10(7), 1-9. 
 
Oskamp, S. (1991). Attitudes and opinions (2nd Ed.). Englewoods Cliffs, NJ: Prentice-
Hall. 
 
Owens, E., Koch, D., & Moore, L. (2000). Hypothesis formulation for scientific 
investigation of vertebral subluxation. Journal of Vertebral Subluxation Research, 
5(2), 1-7. 
 
Oxenfeldt, A. R., & Kelly, A. O. (1969). Will successful franchise systems ultimately 
become wholly-owned chains? Journal of Retailing, 44(4), 69-83. 
 
Paswan, A. K., Wittmann, C. M., & Young, J. A. (2004). Intra, extra, and internets in 
franchise network organizations. Journal of Business-to-Business Marketing, 11(1/2), 
103-129. 
 
Patton, M. Q. (2002). Qualitative research and evaluation methods. London, Sage 
Publications. 
 
Pehrsson, A. (2007, August 3-8). Business relatedness in international settings: 
Performance effects in two customer contexts. Paper presented at the Annual Meeting 
of the Academy of Management, Philadelphia, USA. 
 
Perrow, C. (1986). Complex organizations. New York: Randon House. 
 
Perry, C. (1998). A structured approach for presenting research theses. Australasian 
Marketing Journal, 6(1), 63-86. 
 
Peterson, A., & Dant, R. (1990). Perceived Advantages of the Franchise Option from 
the Franchisees Perspective: Empirical Insights from a Service Franchise, Journal of 
Small Business Management, 28(3), 46-61. 
 
Phan, P. H., Butler, J. E., & Lee, S. H. (1996). Crossing mother: entrepreneur-
franchisees’ attempts to reduce franchisor influence. Journal of Business Venturing, 
11, 379-402. 
 

 306



Pilman, E., Ovanfors, A., Brun, J., Karlson, G., Prutz, C., & Westlund, A. (2004). 
Measuring asthma patient satisfaction in Sweden using partial least squares. 
International Journal of Health Care Quality Assurance, 17(4), 221-229. 
 
Pine, R., Zhang. H. Q., & Qi, P. (2000). The challenges and opportunities of 
franchising in China’s hotel industry. International Journal of Contemporary 
Hospitality Management, 12(5), 300-307. 
 
Porath, A. (2003). Directed evolution in strategy and management sciences. 
Foresight, 5(3), 33-42. 
 
Prahalad, C. K., & Doz, Y. L. (1987). The multinational mission. New York: The Free 
Press. 
 
Pratt, J. W., & Zeckhauser, R. H. (1985). Principals and agents: The structure of 
Business. Boston: Harvard Business School Press. 
 
Preble, J. F., & Hoffman, R. C. (1994). Competitive Advantage through Specialty 
Franchising. Journal of Services Marketing, 8(2), 5-18. 
 
Preble, J. F., & Hoffman, R. C. (1995). Franchising systems around the globe: A 
status report. Journal of Small Business Management, 33(2), 80-88. 
 
Purbey, S., Mukherjee, K., & Bhar, C. (2007).  Performance measurement system for 
healthcare processes, International Journal of Productivity and Performance 
Management, 56(3), 241-251. 
 
Quinn, R. E., & Cameron, K. S. (1988).  Paradox and transformation. Cambridge, 
MA: Ballinger. 
 
Quinn, B., & Doherty, A. M. (2000). Power and control in international retail 
franchising: Evidence from theory and practice. International Marketing Review, 
17(4/5), 354-372. 
 
Rajecki, D. J. (1990).  Attitudes (2nd Ed.). Sunderland, MA: Sinauer Associates. 
 
Rao, S., & Perry, C. (2003). Convergent interviewing to build a theory in under-
researched areas: principles and an example investigation of internet usage in inter-
firm relationships. Qualitative Market Research: An International Journal, 6(4), 236-
247. 
 
Ray, M. A. (1994). The richness of phenomenology: philosophic theoretical and 
methodological concerns, in Morse, J. M. (Ed.). Critical Issues in Qualitative 
Research Methods. California: Sage Thousand Oaks. 
 
Reige, A. M., & Nair, G. (2004). The diversity of convergent interviewing 
applications for early researchers and postgraduate students.  The Marketing Review, 
4, 73-349. 
 

 307



Ritchie, E. (2001, May/June). Is it a Franchise?. Franchising, Niche Media P/L, 50-
55. 
 
Robicheaux, R. A., Dant, R., & Kaufmann, P. (1994). Multiple Unit Franchising in 
the Fast Food Industry in the United States: Incidence and Operating Characteristics. 
Paper presented at the 8th Conference of the Society of Franchising. S. Swerdlow 
(Ed.), Las Vegas, USA. 
 
Roh, Y. S., & Andrew, W. P. (1997). Sub-franchising: A multi-unit alternative to 
traditional restaurant franchising.  Sales and Marketing, December, 39-45. 
 
Ross, S. A. (1973). The economic theory of agency: the principal’s problem. 
American Economic Review, 55, 346-65. 
 
Rubin, P. (1978). The Theory of the Firm and the Structure of the Franchise Contract. 
Journal of Law and Economics, 21(1), 223-33. 
 
Rubin, P. (1990). Managing business transactions. New York, NY: The Free Press. 
 
Ryan, C., & Garland, R. (1999). The use of a specific non-response option on Likert-
type scales. Tourism Management, 20, 107-113. 
 
Ryan, J. K., Lotz, S. & Krampf, R. (1999). Do master franchisors drive global 
franchising? Marketing Management, Summer, 33-37. 
 
Ryans, J. K., Griffith, D. A., & White, D. S. (2003). Standardization/adaptation of 
international marketing strategy.  International Marketing Review, 20(6), 588-603. 
 
Samiee, S., & Roth, K. (1992).  The influence of global marketing standardization on 
performance. Journal of Marketing, 56(April), 1-17. 
 
Sanghavi, N. (1998). Franchising as a tool for small medium sized enterprises (SME)  
development in transitional economies – The case of Central European countries.   
Management Research News, 21(11), 35-44. 
 
Sarantakos, S. (1993). Social Research. Melbourne: Macmillan Education Australia 
Pty Ltd. 
 
Scherer, F. M., & Ross, D. (1990). Industrial market structure and economic 
performance (3rd Ed.). Boston, Mass: Houghton Mifflin Company. 
 
Schleifer, A., & Vishny, R. W. (1997). A survey of corporate governance. The 
Journal of Finance, 52(2), 737-783. 
 
Schul, P. L., Little, T. E., & Pride, W. M. (1985). Channel Climate: It’s Impact on 
channel members’ satisfaction. Journal of Retailing, 61(2), 9-38. 
 
Schuman, H., & Presser, S. (1981). Questions and answers in attitude surveys. New 
York: Academic Press. 
 

 308



Sekaran, U. (2003). Research Methods for Business: A Skill Building Approach. New 
York: John Wiley and Sons. 
 
Sen, K. C. (1998). The use of franchising as a growth strategy by US restaurant 
franchisors.  Journal of Consumer Marketing, 15(4), 397-407. 
 
Sen, K. C. (2001). Information Asymmetry and the Franchise Decision. Journal of 
Marketing Channels, 8(1/2), 91-109. 
 
Sexton, D., & Smilor, R. (1997).  Entrepreneurship 2000. Chicago: Upstart. 
 
Shane, S. (1996a). Hybrid organizational arrangements and their implications for firm 
growth and survival: A study of new franchisors. Academy of Management Journal, 
39(1), 216-234. 
 
Shane, S. (1996b).  Explaining variations in rates of entrepreneurship in the United 
States: 1899-1988. Journal of Management, 22, 747-781. 
 
Shane, S. (1998). Explaining the distribution of franchised and company-owned 
outlets in franchise system. Journal of Management, 24, 717-730. 
 
Shapiro, S. P. (2005). Agency theory. Annual Review of Sociology, 31, 263-284. 
 
Shi, X., & Wright, P. C. (2001). Developing and validating an international business 
negotiator's profile. Journal of Managerial Psychology, 16(5), 364-389. 
 
Sin, Y. M., Tse, C. B., Yau, R., Lee, S. Y., Chow, R., & Lau, B. Y. (2000). Market 
orientation and business performance: the moderating effects of economic ideology 
and industry type. Journal of International Marketing, 13, 36-57. 
 
Small Business Development Corporation, Western Australia. (1992). Franchising in 
Western Australia, in Franchising-Australia and Abroad: Supplement to the 
Franchising Task Force Final Report, Queanbeyan, Better Printing Service, 55-63. 
 
Smith, J. K. (1984). The Problem of Criteria for Judging Interpretive Inquiry, 
Educational Evaluation and Policy Analysis, 6, 379-391. 
 
Snyder, R. A., & Morris, J. H. (1984). Organizational communication and 
performance. Journal of Applied Psychology, 69(3), 461-465. 
 
SPSS. (1999). SPSS Base 10.0 applications guide. Chicago: SPSS Inc. 
 
Sorenson, O., & Sorenson, J. B. (2001). Finding the Right Mix: Organisational 
Learning, Plural Forms and Franchise Performance. Strategic Management Journal 
22, 713-24. 
 
Spinelli, S., & Birley, S. (1996). Toward a theory of conflict in the franchise system. 
Journal of Business Venturing, 11(5), 329-343. 
 

 309



Spinelli, S., Rosenberg, R., & Birley, S. (2004). Franchising: Pathway to wealth 
creation. Upper Saddle River, NJ: Prentice Hall. 
 
Stake, R. E. (1990). Situational context as influence on evaluation design and use. 
Studies in Educational Evaluation, 16, 231-246. 
 
Stanworth, J. (1996). Dispelling the Myths Surrounding Franchise Failure Rates: 
Some Recent Evidence from Britain. Franchising Research: An International 
Journal, 1(1), 25-8. 
 
Stanworth, J., & Curran, J. (1999). Colas, Shakes and Shirkers: Toward a Sociological 
Model of Franchising in the Market Economy. Journal of Business Venturing, 14(4), 
323-344. 
 
Stanworth, J., & Kaufmann, P. J. (1996). Similarities and Differences in UK and US 
Franchise Research Data: Towards a Dynamic Model of Franchisee Motivation. 
International Small Business Journal, 14(3), 57-70. 
 
Stern, L., & El-Ansary, A. (1988). Marketing channels. Englewood Cliffs, NJ: 
Prentice Hall. 
 
Storholm, G., & Scheuing, E. E. (1994). Ethical implications of business format 
franchising. Journal of Business Ethics, 13(3), 181. 
 
Strauss, A. (1995). Notes on the nature and development of general theories. 
Qualitative Inquiry, 1(1), 7-18. 
 
Strutton, D., Pelton, L. E., & Lumpkin, J. R. (1993). The influence of psychological 
climate on conflict resolution strategies in franchise relationships, Journal of the 
Academy of Marketing Science, 21(3), 207-215. 
 
Sureshchander, C. F., Rajendran, C., & Anantharaman, R. N. (2001). A holistic model 
for total quality service. International Journal of Service Industry Management, 
12(4), 378-412. 
 
Swartz, L. N. (1994, September). International franchising: An attractive alternative 
for cross-boarder expansion. International Insights: An Arthur Anderson Report, 31-
32. 
 
Swartz, L. N. (2001). Franchising successfully circles the globe. In Dianne H. B. 
Welsh and Ilan Alon (Eds). International franchising in emerging markets: Central 
and Eastern Europe and Latin America (pp. 43-61). New York: CCH Incorporated. 
 
Tabachnick, B. G., & Fidell, L. S. (2001). Using multivariate statistics (4th Ed.). 
Boston: Allyn and Bacon. 
 
Tapsinos, E., Dyson, R. G., & Meadows, M.  (2005).  The impact of performance 
measurement in strategic planning.  International Journal of Productivity and 
Performance Management, 54(5/6), 370-384. 
 

 310



Technomic. (1989). Technomic 100. Chicago: Technomic, Inc. 
 
Teegan, H. (2000). Examining strategic and economic development implications of 
globalizing through franchising.  International Business Review, 9, 497-521. 
 
Terpstra, V. (1987). International Marketing. Chicago: The Dryden Press. 
 
Terpstra, V., & Sarathy, R. (1997).  International Marketing. Chicago: The Dryden 
Press. 
 
Terry, A. (1989). Franchising fever. Australian Accountant, 59(6), 29-34. 
 
Terry, A. (1991). Business Format Franchising: The Cloning of Australian Business. 
In Business Format Franchising in Australia, Sydney: Legal Books,1-16. 
 
Terry, A. (1993). The distribution of goods and services through business format 
franchising {part 1}, Current Commercial Law, 1(1), 18-23. 
 
Terry, A. (1996, February). The Regulation of Franchising in Australia: Reviews, 
Roundabouts and Realpolitik. Paper presented to the 10th Annual Society of 
Franchising Conference,  Partners for Progress - A World of Opportunities (pp. 1-35). 
Honolulu.  
 
Terry, A. (2001, February 24-25). The E-Business Challenge to Franchising. Paper 
presented at the 15th Annual Conference of the International Society of Franchising, 
International Diversity in Franchising: Towards a Global Understanding, Las Vegas, 
1-24. 
 
Terry, A. (2005). Franchising, relational contracts and the vibe. Australian Business 
Law Review. 33(4), 289-300. 
 
Terry, A., & Giugni, D. (1998). The Background to the New Deal: Fair Deal Reform 
Package for Franchising’, Franchising Law and Policy Review, 1(1), 3-8.   
 
The Cookie Man. (2007). Retrieved April 13, 2007, from 
http://www.thecookieman.com.au
 
Thompson, R. S. (1992). Company-ownership versus franchising: Issues and 
evidence. Journal of Economic Studies, 19(4), 31-42. 
 
Thomson, C. J., & Hirschman, E. C. (1995). Understanding the socialised body: a 
poststructuralist analysis of consumers’ self-conceptions, body images, and self-care 
practices. Journal of Consumer Research, 25(2), 139-153. 
 
Tomzack, M. (1994). Tips and traps when buying a franchise. Oakland, CA: Source 
Book Publications.  
 
Townsend, R. (2008). Licensing versus franchising. Retrieved December 8, 2008, 
from http://townsend-law.netfirms.com/franchising.htm 
 

 311

http://www.thecookieman.com.au/


U. S. Department of Commerce. (1988). Franchising the Economy: 1986-1988. 
Washington, D.C.: U. S. Government Printing Office. 
 
Vandenbosch, M. B. (1996). Confirmatory compositional approaches to the 
development of product spaces. European Journal of Marketing, 30(3), 23-46. 
 
Vargo, S. V., & Lusch, R. F. (2004). Evolving to new dominant logia for marketing. 
Journal of Marketing, 68, 1-17. 
 
Vaughn, C. L. (1979). Franchising, its nature, scope, advantages and development 
(2nd Ed.). Lexington, MA: Lexington Books. 
 
Venkatraman, N., & Ramanujam, V. (1986). Measurement of business performance in 
strategy research: A comparison of approaches.  Academy of Management Review, 
11(4), 801-814. 
 
Walker, B. (1989). A comparison of international vs. domestic expansion by US 
franchise systems. Washington, DC: International Franchise Association. 
 
Walker, B. J., & Cross, J. (1989, January 29-31).  A progress report on the scope of 
international expansion by US franchise systems. Franchise challenges and 
Opportunities in the 1990s and Beyond, Annual Conference of the Society of 
Franchising, Bal Harbour, Florida. 
 
Walker, J. (2004). Chain reaction.  Business Review Weekly, 26, 36-53. 
 
Watson, J. (2002). Comparing the performance of male-female controlled business: 
Relating outputs to inputs. Entrepreneurship theory and practice, 26(3), 91-101. 
 
Watson, A., & Kirby, D. A. (2004). Public perceptions of franchising in Britain: 
releasing the potential.  Journal of Small Business and Enterprise Development, 
11(1), 75-83. 
 
Weaven, S. (2004). Factors influencing the decision to adopt multiple unit franchising 
arrangements. PhD Thesis. Griffith University. 
 
Weaven, S., & Frazer L. (2003). Predicting Multiple Unit Franchising: A Franchisor 
and Franchisee Perspective, Journal of Marketing Channels, 10(3), 53-82. 
 
Weaven, S., & Frazer L. (2006). Investment incentives for single and multiple unit 
franchisees. Qualitative Market Research: An international Journal, 9(3), 225-242. 
 
Weaven, S., & Frazer L. (2007). Expansion through multiple-unit franchising. 
International Small Business Journal, 25(2), 173-205. 
 
Weaven, S., & Herington, C. (2006). Female franchisors: How different are they from 
female independent business owners?. Academy of Marketing Science Review, 7,1-31. 
 

 312



Weaven, S., & Herington, C. (2007). Factors influencing governance choice within 
services franchising networks. Journal of Management and Organization, 13(2), 126-
144. 
 
Weaven, S., Herington, C. & Dant, R. (2008). Franchisee Personality Traits as 
Predictors of Franchisee-Franchisor Relationship Strength. Paper presented at the 
American Marketing Association Winter Marketing Educators’ Conference, Austin 
Texas. 
 
Weaven, S., Issac, J., & Herington, C.  (2007). Franchising as a path to self-
employment for Australian female entrepreneurs. Journal of Management & 
Organization, 13, 345-365. 
 
Welsh, D. (2002). Franchising: A 21st century perspective. In D. Welsh and I. Alon 
(Ed.). International Franchising in Industrial Markets: North America, the Pacific Rim 
and Other Countries (pp. 5-12). Riverwoods, IL: CCH, Inc. 
 
Welsh, D., Alon, I. (2001). International franchising in emerging markets: Central 
and Eastern Europe and South America. Riverwoods, IL: CCH, Inc. 
 
Welsh, D. H. B., Alon, I. & Falbe, C. M. (2006). An examination of international 
retail franchising in emerging markets. Journal of Small Business Management, 44(1), 
130-149. 
 
Welch, L. (1989). Diffusion of franchise system use in international operations, 
International Marketing Review. 6(5), 7-19. 
 
Whittemore, M., & Perry, R. (1998). Multiple-unit franchising. Nation’s Business, 
1(1), 3. 
 
Williams, W., & Lewis, D. (2005). Convergent interviewing: a tool for strategic 
investigation. Strategic Change, 14, 219-229. 
 
Williamson, G. (1992). Franchising in Australia: The practical guide to all the 
promises and pitfalls. Australia: Allen & Unwin Pty Ltd. 
 
Williamson, O. E. (1985). The economic institutions of capitalism. New York: The 
Free Press. 
 
Wold, H. (1966). Non-linear estimation by iterative least squares procedures in David 
F. N. (Ed.), Festchrift for J. Neyman: Research papers in statistics, Wiley, Chichester, 
411-444. 
 
Wold, H. (1981). Model construction and evaluation when theoretical knowledge is 
scare: Theory and application of Partial Least Squares. In J. Kmenta and J. Ramsay 
(Eds.), Evaluation of Econometric Models. New York: Academic Press. 
 
Woodward, T. (1997). Identifying and Measuring Customer-based Brand Equity and 
its Elements for a Service Industry, PhD thesis. Brisbane, Queensland: Queensland 
University of Technology. 

 313



Wright, O., & Frazer, L. (2007). A multiple case analysis of franchised co-branding. 
Australasian Marketing Journal, 15(2), 68-80. 
 
Yin, R. (1984). Case Study Research: Design and Methods. Beverly Hills, CA: Sage 
Publications. 
 
Yin, R. L. (1994). Case Study Research. Sage Publications, Thousand Oaks, 
California. 
 
Yin, R. K. (2003). Case Study Research: Design and Methods. Thousand Oaks, 
California: Sage Publications. 
 
Yin. X., & Zajac, E. J.  (2004). The strategy/governance structure fit relationship: 
Theory and Evidence in franchising arrangements. Strategic Management Journal, 
25, 365-83. 
 
Young, J. A., Clark, P. W., & McIntyre, F. S. (2006). The web as an e-commerce 
medium: an exploratory study of consumer perceptions in a restaurant setting. Journal 
of Marketing Channels, 14(1/2), 5-22. 
 
Young, J. A., Hoggatt, C. D., & Paswan, A. K. (2001). Food service franchisors and 
their co-branding methods. Journal of Product and Brand Management, 10(4), 218-
227. 
 
Young, J. A., Paswan, A. K., Buch, J. M., & Ashby, L. J. (1997). Fast-food 
franchisors and discount retailers: a tale of two alliances and beyond. In Spriggs, M. 
(Ed), 1997 Society of franchising conference proceedings – winning strategies for 
franchising: current research and future directions (Paper No. 7). Minneapolis, MN: 
University of St. Thomas. 
 
Zajac, E. J., & Westphal, J. D. (2004). The social construction of market value: 
institutionalization and learning perspectives on stock market reactions. American 
Sociological Review, 69, 233-257. 
 
Zeithaml, V. A., Parasuraman, A., & Berry, L. L. (1985). Problems and strategies in 
services marketing. Journal of Marketing, 49 (Spring), 33-46. 
 
Zikmund, W. G. (2003). Exploring marketing research. Mason, Ohio, U.S.A: 
Thomson-South Western.  
 
Zikmund, W. G., & Babin, B. J. (2007).  Exploring marketing research (9th Ed.).  
Mason, Ohio, U.S.A: Thomson South-Western. 
 
Zietlow, D. S., & Hennart, J-F. (1996). The international distribution of franchises by 
US franchisors. CIBER Working Paper 96-102, University of Illinois at Urbana 
Champaign. 
 

 314


	Third section to print.pdf
	Wording
	V1
	V2
	V3
	V4
	V5

	V1
	Wording

	V7
	V8
	V9
	V10
	V11
	V12
	V7
	Wording
	V14
	V15
	V18
	V19



	V14
	Wording


	V20
	V22
	V23
	V24
	V25
	V27
	V20
	Wording
	6.7.2 Model Results: Master Franchising
	Figure 6.3  Proposed Model Showing Results of Analysis (Master franchising)
	6.7.3 Model Results: Area Development Arrangements
	Figure 6.4 provides an illustration of the PLS model results for area development arrangements.
	Figure 6.4  Proposed Model Showing Results of Analysis 
	(Area development franchising)
	6.7.4 Model Results: Area Representative Arrangements


	Table 6.12  Results of Hypotheses Testing

	No
	Hypothesis
	Result
	H1


	CONSENT FORM
	Researchers



