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Abstract

This dissertation serves three major purposes: (1) to create new knowledge in the
domain of franchising research, (2) to assist future academic inquiry by advancing the
unders®WDQGLQJ RI WKH XVH RI H FRPPHUFH LQ IUDQ@FKLVLQJ
assist franchisors to find suitable m&xldlQ H FRPPHUFH DGRSWLRQ DQG JL
acceptance., W LV SURSRVHG WKDW LOQKHUHQW FRQWUDGLFWL
francKkLVLQJ DUH FRPELQHG GXH WR SRWHQWLDO H HQFURDFK
IUDQFKLVRUTYVY VWUDWHJI\ ,Q DGGLWLRQ H FRPPHUFH FK
distribution, as it implies a high level of centralisation, wheirfeanchising prior tothe
H FRPPHUFH DJH ZDV VW U X WXNGRK MW/R (GIHF 1 @ WIUDHMW HD Q G
arrangements. Therefore, this thesis aims to address questions &®uddH FRPPHUFH FDQ
be successfully incorporated into franchise networkspecially those #t had not
DQWLFLSDWHG WKH RQVHW DQG WKH SUROLIHUDWLRQ RI F
research questions are addressed primarily through qualitative methods of data collection
and analysis, although a small part of this thesis containgaatitptive study used to
confirm and generalise the findings of the exploratory qualitative phase. This doctoral

research consisted of three main phases of data collection and analysis.

First, 51 semistructured interviews were conducted with franchisensil data
VDWXUDWLRQ zZDV DFKLHYHG LQ WKH LQLWLDO H[SORUD)
Australian franchisors. The analysis thereof was complemented by empirical materials from
DQ LQGXVWU\ IRUXP GHGLFDWHG WR W KH7Xpéaticipahtdl FRPPHU
assisted by Mivol0 software. This phase provided insight and served as an exploratory
phase, the findings of which were later confirmed by a quantitative survey of the franchisor
population. The main findings of this phase were thatHt DGRSWLRQ RI H FRPPH!I
Australian franchising has advanced further compared with the results from earlier studies,
and that most franchisors involvédteir I UDQFKLVHHY LQ WKH GHYHORSPHQW
strategies to varied extents. FurthermoréeJ ttSDUWLFLSDWLRQ RI IUDQFKLVHHYV
strategy was explored in detail: the depth, the breadth and the methods of participation were
analysed. Finally, a preliminary model was developed to understand how to achieve
IUDQFKLVHH DF F HBivwerQe-dtratBgy. \Wrshid thid phase of research, it was



SURSRVHG WKDW HIIHFWLYH FRPPXQLFDWLRQ PHWKRGV ZR)
WKH LQWURGXFWLRQ RI HFRPPHUFH LQWR WKHLU UHVSH

acceptance.

Second, a multigl case study was conducted where two large mature franchise
networks were selectedo take part in a multi-dimensional investigation of their
H FRPPHUFH Tid bds\WhplErHevited bgiterviewing senior franchisor executives,
four franchisees in eadtase, and exploring engser experiences through online customer
reviews. In addition, seven interviews were conducted with franchising experts, including
lawyers, consultants, and financial advisors. Several aspects were found to be of vital
importance fdJ WKH VXFFHVV RI WKH H FRPPHUFH VWUDWHJ\ LQ Il
training and support of franchisees by the franchisor, and communication and collaboration

with franchisees, which is most effectively implemented thraugioject team approeh.

In the third and final phase of this research, legal analysis of the issues pertaining to
WKH XVH RI H FRPPHUFH LQ IUDQFKLVLQJ wd3aha¥SeGHUWDNH
including relevant legislation, especially the Franchising CofleConduct and the
Australian Consumer Law, relevant case lawaddition tothe data from the interviews
with experts. It was found that the revisEdanchising Code may have wide implications
IRU KRZ $XVWUDOLDQ IUDQFKLVRUV FRQGXIB3 tHéirFRPPHUF|
transactional online activity in their disclosure documents. In addition, due to the change in
the legislation IUDQFKLVRUV DUH EHLQJ IRUFHG WR UHYLHZ WKHL
their legal documents, which may give rise to furtherd®@ RSPHQW RI H FRPPHUFH
Australian franchising sectoThus, the findings from this research: (1) created new
knowledge within the franchising scholarigsearch domain, (2) assisted in the discussion
IRU WKH DGYDQFHPHQW RI HasPwePasHhe Frahchigng klBtOrskosY L Q J
at large, and (3) served the franchising community by developing a practicalystesp
model of franchisee engagement in strategy creation thrapgbject team approacthat
can be applied to the challengingd RI LQWURGXFLQJ H FRPPHUFH LQ IL
Finally, it is proposed that this modetay be applied to a broader context of change

management and strategy creation within the franchising context.



Statement of Originality

This work has not previolysbeen submitted for a degree or diploma in any university. To
the best of my knowledge and belief, the thesis contains no material previously published or
written by another person except where due reference is made in the thesis itself.

(Signed)

Zhanna Kremez



Scholarly activities

Conference participation during PhD candidature

Name, place and date of the
conference

Topic of presentation

Output

2012 Franchise Management
Forum

6 June 2012
Brisbane, Australia

How franchises are

G HD O L Qdordrhent&
and its impact on their
franchisees and network
sales.

Presentation for franchise secty
and academics.

Valuable feedback gained for
further research and analysis.

4th GLOBAL CONFERENCE O
SME, ENTREPRENEURSHIP &
SERVICE INOVATION 2012
(GCSMES)

12 A3 July 2012
Gold Coast, Queensland,
Australia

Electronic commerce in the
franchising sector:
businesdo-consumer
implications.

Presentation made for the
conference group and discussit
taken place.

Extended abstract published
the Conference proceedings.

20th INTERNATIONAL
CONFERENCE ON Recent
Advances in Retailing and
Consumer Services Science

8 +9 July 2013
Philadelphia, USA

Businesgo-consumer
Hcommerce in the
franchising sector: evidenc
from Australian franchise
systems.

Abstract accepted, however
unable to attend the conference
due to family circumstances.

International Workshop on
Franchising, Retail & Service
Chains

11-12 June 2014
RennesFRANCE

Franchsee participation:
G HY H O R@n@rEeH
strategy for fanchise
organisations.

Presentation and panel
participation with a number of
prominent academics and
industry representatives.

29th Annual International Societ
of Franchising (ISoF) Confereng

18-20 June 2015
Oviedo, SPAIN

The Effects ofH dnmerce
on Franchising: An
Exploratory Australian
based Study.

Full double blind reviewed
paper accepted for publication
and presented at the conferend
with valuable feedback gained
for future research.

Publications during PhD candidature

Kremez, Z. (2015)The Efects ofe-Commerce on Franchising: An Exploratory Australibased

Study Paper presented at the International Society of Franchising (ISoF) Conference, Oviedo,

Spain.

Nathan, G., &remez Z. (2012). The €€commerce tipping point for franchisingranchise New

Zealand(June 2012).



Table of Contents

(4 VAY = I =1 = N [ 1 o To [ 1 od 1o o PN 1
INEFOTUCTION......cciiiiiiiiie e e e e e e e e e e e e e e 1
Background to ReSearCh.............cooiviiiiiiiriece e eeeveeee e 2
Originality of the ReSearCh.............coovuuiiiiiicccecis e 3

Research significance and juStifiCatiQn................uuuvuiimiimmeiiiiiiiiiiiieeeeeeeeeeeas 4
Research Focus and Research QUEeSLIONS...........cccovvviiiccieeeeeiie e, 5
Research MethQd...........coovuiiiiiiiieece e e 6
THESISOULIINE....eee e e e e e e e e e aannns 7
Delimitations of the Research............ccooooiiiiicee i 8
(@0] o To3 1] 0] o USSP 9

CHAPTER 2 - Literature ReVIEW............veiiiiiiiiceeevmce e, 10
oo (1T 1[0 o PSSP TSSRPPR 10
[ 7= 11 ] T 11

Theories undéying franchiSiNg............cooooiiiiiiiiiiicce e 12
(S 00T 01010 =T o PP PP UPPT 13

E-commerce adOptiQn..........cccuuuuiuiiiiiiieeeiiiiiiiiie e eeee e 16
e-Franchsing: Where eCommerce and Franchising merge.................. 17

Opportunities from €Commerce for franchising..............ccccoovvvvivieeee e, 19

Threats from €Commerce to frachising...............viiiiiiiiiiccceeee e, 21

Business models for franchisor B2E€Cemmerce...........cc.eeeeveveeviiiieeeeeeenen. 25

Franchisor &2ommerce: empirical researCh.............cccccoovviiiccc e 28
Organisational communication and change management................... 30
Cynefin framMEWOIK.........cooeei e e e 34
Gaps in the lterature and Proposed Theoretical Contributions............ 36
Research Objective and QUESHIONS........ccooeeiiiiiii e 38
(@0] o o3 [0 1] 0] o USSR 39

CHAPTER 3 - MethodolOgy .......cuuuueiiiiiiiiieeee e 40
1 0o ¥ T3 1 o 40
Assumptions Underpinning this Study............ccoevvvviiiiiccciiiiieeeee 40

Philosophical assumptions: ontology, epistemology, and methodalogy...40
RESEAICH DESIGN. .. .o e eaaaees 44

\Y



Data collection and analySiS..........cccccveeeiiiiiiccciiiieeeeeee . 4D
Ensuring the quality of research findings..............cccccoiimn i 57
Ethical CONSIAEratioNS. .........uiiiiiiiiiiiiie e 58
(@0] o To3 U] 0] o IO UPPP PSS 59
CHAPTER 4 - Findings Phase |- Exploratory and Descriptive Phase..61
INEFOTUCTION ..o e e e e e e e e e e e e 61
DeSCHIPLVE ANAIYSIS......ccoiiiieiiiiiie e ereeres et e e 63
Semistructured interview fiNdiNgS...........ooooiiiiiiiiiice e 63
Franchisoifranchisee relationships and franchisee involvement.............. 65
ChallENGES.....cceiiiiieeeeeee e e 67|
ThematiC ANAIYSIS......ooiii i 69
Analysis of participation theme..........ccccooeiiiiiiiiieeeii e 70
Depth of participation..............cccovvviiiiiiieee e L O)
Breadth of parti@ation..............ooooiriiiiiii e 72
Participation Media...........cccoviiiiiiiiiiiieeee s 74
Franchisee opinions and fEarS...........cccuuuuiiiiiiieeeiiiiiiiiiee e 76
Gaining franchisee aCCePlanCe.........oovviiiiiiiii i 79
Model developed based on this reseatch............cccoovviiieee e 81
Descriptive PhaseOnline Survey 2012 and 2014...........cooooeeeiiiiieeeee. 82
(@0] o To3 U] 0] o USRS 86
CHAPTER 5 - Findings from Phase Il of Research.....................coeeene 89
INEFOAUCTION ... e 89
Process Of ANAIYSIS........oiiiiiiiii i erees e e e e e e eeees 89
Additional analysis tOO0IS.............uuuiiiiiiii e 91
DeSCription Of CASES.....cccvviiiieieeii e eeme e e e 94
Participant charaCteriStiCS...........cuuuiiii i 95
Comparison of €£ommerce strategy in Case 1 and Case.2............c........ 98
Financial return, pricing and pOSItIONING............coeevriiiiiiiiccc e 100
Franchisor competition, cannibalisation and channel conflict................ 102
Additional clientbase and sales...............uuiiiiiiiceces 102
Franchise RelatioNShips...........uuuuuiiiiiiiiiimeeee e 105
Franchisor leadership..........cooo oo 106
Communication and Collaboration with Franchisees........................ 107
Communication at the franchise network level...............ccoooiiieeeeiennnn. 109
&RPPXQLFDWLRQ DW WKH )$& OHYHO )$&TV FUXFLDO |
......................................................................................................... 110




Description of FAC in Case 1 and Case.2...........uvviiiieiiiiieemieeeiieieeeaeeenss 113
Model for Franchisee Communication and Participation................... 113
Expert perspective: FAC vS. Project team.............evvvviiiiiieeminiiiiiiiieeeen 115
The MOdel StEPS... oo e 118
Training and SUPPOLL........uueiiieiieeiieieirnne e e e ennee e e e e eeennee 119
(O] < PP 120
(O] PP PPPPP 121
Franchisee Attitudes and Perceptions-@f@mmerce............cccccvvvvnnnnnn. 125
Sales tool vs marketing strategy for the network.................cccoerieeeennn. 125
Value of ONliNE PreSENCE..........oovieeeeiicme e 126
(@] a1 VL] o] =T g o 1 1= - T o 127
Customer CoNSIAEratiONS.........ovvieeieiiieiiiimmee et e e e eeeeeennmeeeeeeenen 128
Online customer reviews of Case 1 and Case.2..........cccccevvvvviiceeeeeennn. 130
([SHUWVY YLHZV RI FXVWRPHU.ERQVLGHUDIBAL RQV
The Changing Face of@ommerce in Franchising: 20PD16................ 134
Trends and future poSSIDIlItIES............ooieiiieee e 136
Shilw LQ IUDQFKLVHHVY.SHUEHSWLRQV............137
Franchisoifranchisee collaboration and giving back to franchisees....... 137
Barriers, Challengesa Solutions..........ccoovveiiiiiiiiiiemmncceie e 138
Multiple-stakeholder situation: consultation process with franchisees...138
[ T3 Vo PRSP 139
L= 10 15 S 140
Order fulfilment (speed, accuracy, CONSISIENCY)..........uuurrrrrrererieenrrrrnnnnn. 140
Profit-sharing arrangBentS...........oiiiiii i 141
Computer literacy of franchiSees..........ccceeeeiiiiiiiiiceeicccc e, 142
Choice of most appropriate technology..........cccoovviiiiiiiieeeii e, 142
Funding of @€COmMMErce SEHP........coeevviiiuiiie et e e e e e avmmmeees 142
[@0] o103 1] 0] o ISP 143
CHAPTER 6 - Legal Considerations and Analysis...........cccccuuvvvvvnnnnns 1453
oo [1 T 1[0 o SR 145
The Legal and Commercial ISSUES............uuuviiiiiiiimmmneieeeeeeeeeeeeeeeeeee, 146
Exclusive v norexclusive franchise territory............ccccuvvvevieiiiieeciivviiennne. 147
Franchise agreements: contract terms...........cccoeeevviiieemeeiiiei e 148
5HIXODWLRQ RI' H FRPPHUFH.LQ..IUDQEKLVHIPIUHHPHQ
The development of franchise agreements...............ooovvvieeeeiiieeeeeiinnns 150
Price fixing and dual pricing............ccoeeeiiiiiiiiiieene e 151




Franchisees selling ONliNe.............uuiiiiiiiiiiieeeiie e 152
Key Governing Legal PrinCiples..........cccceeeviiiiiiiieee e 153
Good faith and fair dealing...........coooeriiiiiiiiiicce e 153
Legal ANAIYSIS........iiiii i emmr e 155
SEATULE [AW... .o 155
(@] 0] 410 18 = 1 PP PP 161
ReCOMMENAtiONS........cociiiiiii e 164
UNfair CONTraCt tEIMIS . ..ottt eee e e e e e e e e as 164
Planning for the futUre...........ccccoeeeiiii e, 165
Managing eXPeCIatiONS............uuuuuiiiiie s e e e e e eeeer e e e e e e e 165
Using unambiguous language in legal documents............cccceevvvvieeeeennn. 166
Simplifying eComMmMErce StrUCIUIe...........coeiiiiiiiiiiiieee e 166
CONCIUSION..... i e e e e e e e e e e 167
CHAPTER 7 - Conclusions and Implications...............cccccvvviiisieeennnnn. 169
oo (8T 1[0 o S RSRP 169
Discussion of Research QUEeSHIONS...........coeeevviviiiiceeie e 171
Research Subuestion group I: Franchise Operations (RRQ3J) ............... 173
Research Subuestion group Il: Franchise Relationships (RR@8)........... 175
Research Subuestion group llI: Franchise Performaracel Regulation (RQ9|
YO H0) VO 179
MOBIS ...ttt e e e e e nnnne e 182
Theoretical model developed from this research...........cccccceeiiiiccceennnens 182
Framework for franchisee participation in strategy creation: practical nidgig|.
IMPLICALIONS ... e e e e e e e e e 187,
e-Commerce structures for retail and service franchising...................... 187
Strategies for pricing and product differentiation: online and in store.....192
Franchisor leadership..........coooo i 193
Consumer CONSIAEIatIONS..........ooeeeiieiiieiiiieeer e eeeeees 194
SURILW VKDULQJ DQG )UDQFKLVLQJ..%. & HI8BRPPHUFH
Implications for practice: lessons to learn...........cccccoevviiiiiccc 196
Wider theoretical ImpliCAtiONS...........ccooviiiiiiiii e 197
IMpPlications fOr POLICY........uvuiiiiiie e e 200
Implications for further research................coooiiiicceiii e, 201
ReCOMMENALIONS.......ciiiiiiiiiiiiiiiieeeee e 202
SUMIMIATY ettt ettt e e et e e et e e et e e mmmea e e e et e e et e e eebn e e e enmmees 203
Appendix A: Participants interviewed for Phase.l..........cccoooeeiiiiieeenn. 206

viii



Appendix B: Semsstructured intervi® SCript........cccooeeeeevvveevivenccmeeennnnns 208
Appendix C: Full list of participants in the industry forum................. 210
Appendix D: Email invitation to participate in resela (phase |)............ 213
Appendix EQuestions for Franchising Australia survey*.................... 214
Appendix F: Information sheet: phase.l.......cccccooviiiiiiiieenceeiii 216
Appendix G: Consent form: phase.l........ccouvviiiiiiiiceeiiiinne e 218
Appendix H: Information sheet: phase Il and.lll..............c.cooooiiieeennnn. 219
Appendix |: Consent form: phase Hinterviews with franchisors and secto|r
2 01T PP 221
Appendix J: Consent form: phasetihterviews with franchisees......... 222
Appendix K: Full diagramtscale ofdepthof participation..................... 223
Appendix L: Full diagramzscale ofbreadthof participation................... 224
Appendix M: Preliminary model for franchisee acceptance of change bgsed
oN Phase [ fINAINGS........ccuuiiiiiiiiiiiiiieeen e 225
Appendix N: Expert interviews included in Phase.lll......................... 226
Appendix O: Interview schedule for legal experis...............ccoooeeeee 2217
Appendix P: Decisions in multiple contexts..........ccccoovevvviviicccieeneeeenes 228




List of Figures

FIgure 1.1: TNESIS SIIUCTULE ........uiiiiiiiiiiiieieieeeiiiiiie ettt ettt e e e e emer e e e e e e e e e e e e e e e e e e e s e e e nnee 8

Figure 21 ORGHOV IRU FRQGXFWLQJ % & H.&RRPHUEHRAQ IUDQFK

Figure 2.2 The Cynefin framework by (Snowden & Boone, 2007)............ccceeeeernane. 39

Figure 3.1: RESEArCh deSIgN......ccvuuiiiiiiiiii i et e e e e e e e e e eeeera s s e e e e e e e e e eeeeenanennnd 45

Figure 4.1: eCommerce development stage among franchises that do not engage infonline
SIS et e e amn e e e e 64

Figure 4.2: Franchisee involvement in the development@dmmmerce strategies....... 65

JLIXUH JUDQFKLVHH DWW L WGoGHalfcasRazeDiesG. V.. WBRHL U V\V W |

Figure 4.4: The impact of€ommerce strategiemdhe franchise relationships.........! 67|

Figure 4.5: Depth of participation Scale..............oovvvviiiiicccri e 71

Figure 4.6 Breadth of participation SCale..............ccvvviiiiiiiieecieee 73

Figure 4.7: Participation Media.........ccccovieeeiiiiiiieeeiee e eeeeeeeeme e 75

Figure 4.8: Why franchisees acCepfemmerce?.........ccccccveeeiiiiiiiccc e 77

Figure 4.9: Why franchisees resisCemmerCe?........cooovviiiiiiiiiimmn e 78

Figure 4.10: How to overcome franchisee resistance?.........cocoeeeevivicceeeeevvvennnnnenn. 30

Figure 4.1.: Preliminary model for«€€ommerce introduction in franchising............... 82

Figure 5.1: Example of notes recorded in NViVQ...........ooooiiiiiimmn e, 92

Figure 5.2 Example of summary view of node.............coooviiiiiiiceeii e 93

YLIXUH ([DP S-OHH RH QEHKIROGH oo 93

Figure 5.4: Model for franchisee engagemerdhange and innovation.................... 119

Figure 6.1: Acting in good faith statement...............oooiiiiiiicce e 155

Figure 7.1: Cynefin framework for sers®king and dasion-making........................ 172

Figure 7.2: A model for franchisee acceptance and readiness for change and effectiyve
communication in franchise NetWark...........cccccoiiiiiiman e, 184

Figure 7.3: Framework for franchisee participation in strategy creation................ 184

J)LIXUH H &RPPHUFH VWUXFWXUHV..IRU.UHW.DIB® DQG VHL




| QJ IRU S

ORGHOV IRU H FRP P H tsRaing andldsdeQuifikrent]

YLIXUH
...................................................................................................................... 196
Figure K1: Scale of depth of partiCipation..............ccccviiiieemiiiiieeeee e 223
........................................................... 224

Figure L1: Scale of breadth of participation

Figure M1: Preliminary model for franchisee acceptance of change (based on Phase |

findings)

Xi



List of Tables

Table 3.1Criteria for case selection and characteristics of chosen cases.............. 52
Table 3.2Criteria for franchisee selection..............cccoviiiiieemriii e 54
Table 3.3: Case StUAY MALIIX......uuiiiiiiii e errr e e e e e e e e e e 55
Table 3.4: Expert interview pPartiCIPaNtS...........cuviiiiiiiiiieemiieiieeeee e 56
Table 4.1: Online sales in 2012 and 2014 Franchising Australia....................cco..... 84

Table 4.2: How is the revenue from online sales distributed in fremclgtworks?....... 85

Table 5.1: Criteria for case selection and characteristics of chosen.cases............. 95
Table 5.2: Case study research [EHVANTS.............ccooiiiiiiiiieeer e 97
Table 5.3: Comparison of@mmerce strategy in Case 1 and Case.2.................... 104
Table 5.4: Summary of communication methads...............ccccccivcccriieeeeiiicceeen. 108
Table 5.5: Description of the FAC for Case 1 and Case.l........cccccceeeeiiieenennnnnns 113
Table 5.6: Summary of training and support for Case 1 and Case.2..................... 124
7TDEOH 7KH GHVFULSWLRQ RI 3&RPSOLEDWHGI7TBERQWHI[W |
Table 7.2:Paths in online pricing strategy for franchsing............cccccvvvviiiiiiiieesnnnnee. 193
Table Al: Participants interviewed for Phase.l..........oooovviiiiiiccciiieeeeeee e 206
Table C1: List of participants in the industry forum.............cc.oovvvvveere e, 210
Table N1: Expert interviews included in Phase.lll................coooivieeeiiiiii e, 226
Table O1: Interview schedule for legal eXperts..........ccovvviiiiiieeeiii e 227

Xii



Ethical clearance

As an institution, Griffith University requires all research to receive ethical clearance prior
to commencement. This research project was approved ethical clearance on 10 February
2012 (GU Ref No: MKT/27/11/HREC).

Xiii



Dedication

| dedicatemy research to the highest good and the highest purpose.

Xiv



Acknowledgements

| acknowledge the traditionalustodiansof this land and | give my respect to the
elders past and present.

In this journey,| am grateful to my family. | admire my little angehuhter Maya
who was born to a PhD candidate and had the wisdom and patience to allow me to
complete this milestone in my life. | am grateful to my husband for his continuous support

and endless patience

| am grateful to my supervisors at Griffith Univitys My special thanks are for
ProfessorLorelle Frazer forher ongoing support and advice. Thank you for being
supportive and prompt with your feedback. | would like to thdbk Kanchana
Kariyawasam for her ongoing encouragement and support and heljgingwhe chapter
on legal analysis. Thank yoBrofessoiScott Weaven, for your expert advite.addition, |
would like to acknowledge the contribution of Professor Eugene Clark who left his position
at Griffith University and was no longer on the sujry team, but was always there for

any feedback and expert knowledge on both law and business.

| am grateful to many industry partners. Especially, | would like to acknowledge the
collaboration with Greg Nathan and the team of the Franchising Relapsnisisiitute. |
am thankful to many other industry partners that took an interest or took part in my
research; among them Franchise Advisory Centre, Balance Internet, and Avatar.

| am grateful to all of the participants of this research who have voludtéeze
time to be interviewed and who were generous enough to share information about their
respective organisations. Without their input, this dissertation would not have the richness

of data and the deepness of analysis.

| am grateful to many of my delagues and PhD students in the Griffith Business
School who have supported me by laughter, kind listening, empathy, critical feedback and

information sharing.

XV



| acknowledge the special contribution and ongoing support of thePesidic
Centre for FranaBing Excellence at Griffith University and all of their members,

especially Kerry Miles and Fiona Taylor.

As English is not my first language, | would like to acknowledge the contribution of
a professional editpCarl Smith in helping me bring the gramam and punctuation in this

thesis to the appropriate level.

XVi



ABS
ACCC
AUD or A$
CEO
Code
FAC
FCA
GFC
ISOF
NVivo
SPSS

List of abbreviations

Australian Bureau of Statistics

Australian Competition and Consumer Commission

Australian dollar

Chief executive officer

The Australia Franchising Code of Conduct

Franchisee Advisory Council

Franchise Council of Australia

Global Financial Crisis

International Society of Franchising

A particular type of CAQDAS, developed by QSR International Pty Ltd
Staistical package for the social sciencaproduct developed by IBM

Xvii



CHAPTER1- QWURGXFWLRQ

Introduction

This research investigates the influences of busittessnsumer (B2C) electronic
FRPPHUFH H FRPPHUFH ZLWKLQ WKH IUDQFKbhb&EQJ VHFW
embraced -€ommerce as an essential part of their operations, others appear to be struggling
to change their business model in a way that would accommodate the world of online
retailing and offer services online as it is becoming increasingly usedrisumers as a
complementary channel to market. By investigating how successful franchise networks
KDYH LQFRUSRUDWHG H FRPPHUFH LQWR WKHLU RSHUDWLF
discover best practice in the field and to develop a framework-afmenerce for
franchising where key strategy considerations will guide franchisors in their endeavours to
develop an online marketing and sales channel for their networthis thesis, when a
UHIHUHQFH LV PDGH WR VXFFHVVIXO odtektRiPWwWHith this LPSOHP
notion is applied refers to the quality of franchise relationships. Therefore the definition of
success is measured in terms of franchisee acceptance and satisfaction, thereby avoiding

conflict with franchisees.

The growing attractiveess of franchising as a method of business growth over the
past half century promoted its proliferation as a research topic in various disciplines,
including marketing, economics and organisational thgénazer, Weaven, & Bodey,
2010; Plave & Miller, 201). Similarly, ecommerce is unfolding as an important research
area while an increasing number of companies embnéemetuse in their daily business
activities (Dixon & Quinn, 2004). In essence, these two business strategies could be viewed
as contradictory in nature. Ecommerce possesses a set of intrinsic characteristics to
facilitate trade unconstrained by geographic, political, national and regional boundaries
where a centralised point of sale, storage and distribution assist the reductiorhefidser
JUDQFKLVLQJ RQ WKH RWKHU KDQG IRFXVHV RQ GHFHQWL

increasing the market penetration by attractingisekstors (Terry, 2002). Thus, although



small and large nofranchised companies have been able to engagepportunities

presented by the emergence oetcenmerce since the mitB90s, the very nature of

franchising restricted the ability of franchise networks to move forward with prompt
decisions. Ecommerce has also presented the sector with several uriglienges, such

DV LQWHJUDWLQJ uRQOLQHY LQWR WKHLU SK\VLFDO QHWZR
and finding ways to avoid encroachment issues (Knack & Bloodhart, 2001; Plave & Miller,

2001; Rao & Frazer, 2010). However, with the rapid devetwynof online retailing in

Australia and worldwidéPRWire, 2012) franchisors are forced to take a closer look at

their web strategies and online offering. This research aims to assist franchise professionals

in developing their approach towardsc@mmere and at the same time extend their
knowledge in this field. Accordingly, the primary research question guiding this research is:

3+RZ GRHV EXVLQHVV WR FRQVXPHU H FRPPHUFH DIIHF
relationships?

Background to Research

Since its ineption in the miell990s, busines®-consumer electronic commerce
(B2C ecommerce or .eommerce) has come to play an important transactional role in
goods and service provision throughout the world (Schneider, 2011). Over this time, many
businesses have @uted online strategies, with some businesses operating purely online
(Floriani & Lindsey, 2002). While it appears relatively easy for traditional retailers to
venture into the online transactional space, it has been more difficult for franchises to
partidpate due to a number of complicating factors pertaining to potential encroachment
and franchisee acceptance (Emerson, 2010). Nevertheless, some franchise organisations
KDYH HPEUDFHG WdoMmZrveHacRvItie®, adad Have experienced varied levels
of success (Knack & Bloodhart, 2001). While some were successful (for example, Aussie
J)DUPHUV 'LUHFW RU 'RPLQRYV 3L]]D (QWHU Stutpetiibds RWKHU\
of conflict and litigation with franchisees (for example, Dymocks BookstoresDangd
Emporium Inc.), primarily due to perceived encroachment by the franchisor into existing
| UDQFKLYVHH VOymbadds UHo IdidgR Rty Hd/v Top Ryde Booksellers Pty 2060;
Knack & Bloodhart, 2001). Nonetheless, there hasnba renewed interesbwards
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Hcommerce among franchised organisations. Thus, it appears that a better understanding of
the factors influencing the successful implementation and operation of online strategies in
the unique business setting of franchising is needed in ordeintmise the potential for

conflict arising from such approaches.

In the Australian setting, the losigrm viability of the business format franchising
LV YLWDO IRU WKH QDWLRQTYVY HFRQRP\ DV LW DFFRXQWYV |
billion in anrual sales turnoveiFrazer, Weaven, & Grace, 2014n Australia, franchising
ZDV LQWURGXFHG LQ WKH V E\ IDVW IRRG IUDQFKLVHYV
began further expansion nationally in the 197Darry, 1996; Wright & McAuley, 2012)
Austraia is now recognised as leading the world in terms of franchising practice and
legislation(Terry, 1996, 2003)In addition, the country has the reputation as a prominent
Internet adopter (Rao & Frazer, 2006) while Australians are reported to be theroti@ist p
users of social media and netwo(Esnst & Young, 201Q)Hence, Rao and Frazer (2010)
ascertained that exploring the use of the Internet in franchising in the Australian context

would be beneficial in adding to knowledge, as in this research.

Therefore, this research investigates and identifies strategies to assist franchise
networks to successfully implement and maintain viabramerce strategies, taking
Australia as a research contéithile a few exploratory articles have been publisheden th
last decade (Cedrola & Memmo, 2009; Rao & Frazer, 2010), a review of the extant
literature suggests that a gap in the knowledge exists in the crossover betwoaemerce
and franchising (Dixon & Quinn, 2004; Watson, Kirby, & Egan, 2002). Taking into
acount the growth of ommerce and the considerations that make its implementation
more complex for franchised companies, this study adopted a qualitative methodological
approach, where multiple sources of data collection and analysis were used so Bsé¢o ana
e-commerce strategies in franchising (Cedrola & Memmo, 2009; Wright & McAuley,
2012). Taking such an approach is believed to further develop this area of research and

provide useful outcomes for academics and franchising professionals alike.

Originali ty of the Research



Research significance and justification

The focus of this research lies within the intersection of two dynamic business
strategies: franchising and electronic commerceofemerce). Both strategies have
received considerable attentiororh academic researchers across different disciplines,
including marketing, IT, consumer behaviour, and organisational tiBernnis, Merrilees,
Jayawardhena, & Tiu Wright, 2009; Dixon & Quinn, 2004; Frazer et al., 2010; Plave &
Miller, 2001). However, sme have suggested that the crossover between these two fields
has not been sufficiently researched (Cedrola & Memmo, 2009; Dixon & Quinn, 2004).
Indeed D UHODWLYHO\ VPDOO SHUFHQWDJH RI H FRPPHUFH D¢
there is room for immvement in terms ahe development of transactional cap#hak in
the franchising sectorSHUULJRW 3pQDUG

Understanding .€ommerce strategy in franchising is important for a number of
reasons. Firstly, any modern business requires a thomogmmerce strategy if they want
to improve their service standard and meetirtleistome feeds, and franchised
businesses are no exception to this (ulerd, 2013; Nathan & Kremez, 20123econdly,
from the marketing perspectiviganchising can drawnultiple potential benefits from using
e-commerce effectively, such as greater brand recognition and awareness, lead generation,
global reach, customisation and personalisation, and greater supply chain efficiencies

SHUULJRW 3 pRuiher@orefranchising warrants particular attention due to its

continuous growth in developed economies such as Australia (1,160 franchise networks),
Canada (1,200 networks), the United Kingdom (842 networks), and the United States
(2,200 networks), as well as in erging economies such as Brazil (1,643 networks), China
(4,000), and India (1,80@European Franchise Federation, 2011; Frazer et al., 2014)

In addition, it is important to study this area due to the inhex@miradictionsthat
arise when franchising dnecommerce are combined. On the one hand, franchising has
traditionally relied on granting exclusivity within protected territories to the system
members (franchisees). Howeveic@mmerce is a business strategy that allows for a wider
geographical reachf consumers in different markets and does not respect any territorial

boundaries. Thus, whencemmerce was introduced, franchising organisations were faced
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with challenges that their ndnanchised counterparteadnot encountexd (Emerson, 2010;
Terry, 2002). While a number of franchises adopted (what are now apparent to- be) ill
considered strategi@soften resulting in litigation with their franchisees, as in the case of
Dymocks or Drug Emporium (Knack & Bloodhart, 20@19thers delayed this decision

untl recently, such as the retail chain Harvey Norman (Stafford, 2011).

Nevertheless, the global trends of steady growth-égoremerce and the decline in
traditional pricksandmortarqretail sales have prompted franchisors to reconsider their
reserved apmach towards the online offering of products and ser(i€eexer et al., 2014,
PRWire, 2012) However, franchisors have continuously struggled to identify the most
effective use of @ommerce for their systerAsboth during the 1990s, when purely online
busnesses were rapidly emerging, and today, wheoremerce is an established and
sustainable strategy (Knack & Bloodhart, 2001; Plave & Miller, 2001). Yet, there is very
OLWWOH HPSLULFDO UHVHDUFK LQ WKLV ILHOmGprt&k LQIRUP
e-commerce strategylhe lack of an irdepth understanding of@mmerce practices in
franchising indicates a need for further research in this area (Cedrola & Memmo, 2009;
Dixon & Quinn, 2004; Rao & Frazer, 2010). By investigating how franchetearks are
currently incorporating-€ommerce into their operations and marketing, this research aims
to assess the development of these strategies in the Australian franchising sector and the
approach that such organisatiare using in order to embrad&commerce. In particular,
this research focuses on currencanmerce strategies dealing with encroachment,
franchisee relationships, and preghiaring models, which are the most tenuous areas in the
sector (Watson et al.,, 2002). This goal was addreis®digh using a combination of
gualitative research techniques, which included interviews, industry forum observations,
and case studies. The findings were interpreted with the help of qualitative data analysis
software, NVivo 10, and visually representesing modelgSilverman, 201Q)

Research Focus and Research Questions

The focal question of thisresearchist RZ GRHV EXVLQHVV WR FRQVXPH

affect franchise operations and relationships?hus the focus of this research @n
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H FRP P H Udgids &nd stridctures in franchise networks, and how they #ffedaily

operations of franchise businesses as well as frandh&urhisee relationships. The
SXUSRVH RI WKLV UHVHDUFK LV WR H[SORUH WKH LPSRUW
invesigate how it can be successfully integrated into the operations of franchised
RUJDQLVDWLRQV WKDW KDG QRW DQWLFLSDWHG WKH RQVH

structure and agreements.

JLUVW WKLV WKHVLV DLPV WR deQhYr&heh§d qperdtiehsWw KH UR O
WKXV LQYHVWLIJDWLQJ LQWHJUDWLRQ RI H FRPPHUFH LC
implementation process and marketing practices. Second, this thesis addresses the role of
H F R P P H Bidnehide Qelationshipsspecifically the rle of franchisees in forming the
HFRPPHUFH VWUDWHJ\ DQG IUDQFKLVHHVY SHUFHSWLRQ RI
this thesis investigatesranchise performanceby examining the financial structures
IDFLOLWDW L Q Findllyi- Bhi? PrésebFckhevaluates and analyses thegulatory
framework that impact on the development of-eommerce in franchising and seeks
potential answers to the legal challenges posed by the online channel to the franchise

sector.

Research Method

This research is dominatelly the qualitative methods of data collection and
analysis, guided by the pragmatic and interpretive approach to knowledge. Indeed,
qualitative methods were found to be particularly suitable for an analysis of a complex
research problem in order to addvesWKH pKRZY TXHVWLRQV IRU ZKLFK WK
easily quantified(Yin, 2009) Likewise, researchers in the franchising field (Cedrola &
Memmo, 2009; Dixon & Quinn, 2004) have specifically called for qualitative research to
further deepen the knowlddH RQ WKH XVH RI H FRPPHUFH VWUDWHJ\ LQ

In this research, several research methods and techniques were used. Fist, semi
structured interviews were used to investigate the issues in the applications of the
H FRPPHUFH VW Ubhgdd tompanid, Kagethervith the observations and notes
IURP DQ LQGXVWU\ IRUXP GHGLFDWHG WR WKH H[SORUDWLF

6



an online survey followed by statistical analysis was used to confirm the findings of the
qualitative compnent. Third, a case study approach wé#lised for investigating the

complex nature of inteorganisational relationships in franchising and what it meant to
LPSOHPHQW DQ H FRPPHUFH VWUDWHJ\ LQ D PDWXUH IUD
insider perspctive. Fourth, franchise experts were interviewed in order to better appreciate

WKH RXWVLGHUYY YLHZ RI WKH H FRPPHUFH VWUDWHJIJLHYV

was undertaken, which included the analysis of applicable statutory and case law.

The analysis of empirical materials was conducted with the aid of QSR NVivo 10
qualitative software package using coding and thematic anéBaieley, 2007; Gahan &
Hannibal, 1998; Richards, 1999)here the coding and interpretation process followed
MaxweOOfTV FRGLQJ VFKHPH O0D[ZHOO 7TKH ILQGLQJV Z
themes, illustrative quotes, models, and descriptive and comparative tables.

ThesisOutline

The structure of this thesis is represented in Figure 1.1 below. Firstly, an
introductionand background tthe research were provided. The following chapter reviews
the literature in several areas of interest, namely franchising-aatheerceas well as an
area where the former and the latter merge and where the legal issues pertainisg to t
matter arise. The review reveals that a gap in the literature exists evidenced by the fact that
few empirical studies have examined the effect-ocbmmerce on the franchising sector.
Through this review the research objectives and questions havedeeeloped. The
research questions were addressed through a combination of qualitative research methods
which are described in chapter three. Chapter four prestm@snalysis and findings of
Phase | of this research. Chapter five presents the procesalgs$ia and findings of the
Phase 1l of this research. Chapter six presents the legal issues pertainiage®e#inich
questions. Finally, conclusions and implications for theory and practice are presented in

chapter seven.



Chapter 4:

Phase | of Chapter 5: Chapter 6:

i Chapter 2: i . Phase Il of Phase Il of Chapter 7:
ﬁ?renl)%ts::ttn Literature ,\CAZ?&E;% IrEeXs eli{é?f)r and research: research: Legal  Conclusions and
review 9y De2cri tivg Explanatory considertations Implications
p phase and analysis

phase

Figure 1.1: Thesis structure

Source: Developed for this research.

Delimitations of the Research

The nature of doctoral research means that some delimitations of the scope require
acknowledgement. The main limitations pertain to timel &nancial constraints of the
doctoral candidature. The number of cases in Phase Il of this research was partially
determinedby the time constraints of the PhD candidature duration. This field of
knowledge would be advanced by further studies, suchhasetfocusing on the
determinants for-.eommerce success or failure in franchising and quantifying those factors
by surveying a large population. In addition, the conceptual model developed in this
research would benefit from empirical testing with a qitetinte survey of a large sample

of franchised companies.

Moreover, for the case study research conducted during Phaselyl mature
franchise networks were included. Therefore, different results may be produced if newer
systems were selected for thisquiry. Indeed, SBHUULJRW DQG #®Bp(@ EhatG
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QHWZRUN DJH KDV D QHJDWLYH HIIHFW RQ WKH LPSOHP
VXIJIJHVWLQJ WKDW \RXQJHU IUDQFKLVH V\VWHPV PD\ EH IDV
mature systems. Thus, the casalgtresearch could be replicated based on newer franchise
networks andmay produce different result&inally, this study focused on Australian

franchised networks ang limited to the evaluation and the analysis of the Australian

regulatory framework.

Conclusion

7KH FRPSOH[LW\ RI WKH LQWURGXFWLRQ RI H FRPPHUF
itself to difficulties in strategy creation due to potential encroachment issues and risks of
conflict within the franchise networks. Nevertheless, the demands eofnibdern
PDUNHWSODFH DQG FXVWRPHUV IRUH FRPPHUFH IDFLOLWLI
their legal form or whether they are franchised or not. Therefore, franchisors are left with
QR FKRLFH EXW WR LQFRUSRUDWH ndtwork® FoeyerHheVW UDW H J
question that this thesis aims to address is how to do this most efficiently and effectively,
whilst (at the same time) respecting the relationships with the franchisees and their legal

rights.



CHAPTER 2 - /LW H U B W¥XIWUHZ

Introduction

The focus of this research is to explore the implications of bushoessnsumer
HFRPPHUFH IRU IUDQFKLVH EXVLQHVVHV 7KLV FKDSWHU
literature in the fields of -eommerce and franchising as well as research examining the
H FRdtce practice®f franchisors internationally. The literature was reviewed using
thematic coding and analysis with the help of the NVivo 10 qualitative software package.

While a few exploratory articles have been published in the last decade, this review
VXJIJHVWY WKDW D JDS LQ NQRZOHGJH H[LVWV SHUWDLQLQ
and franchising. Taking into the account the growth afoeamerce nationally and

worldwide (PRWire, 2012)and the considerations that make its implementation more

comple for franchised companies than for other businesses (Rao & Frazer, 2010; Terry,

2002; Watson et al., 2002), a qualitative methodological approach, where franchisors are
interviewed to analyse their electronic commerce strategies, is believed to fustblEpde

this area of research (Dixon & Quinn, 2004).

First, he notion of franchising and its evolution both internationally and in
Australia is addresseth this chapter together with the main theories underlying the
franchising businesmodel. Secondhé phenomenon of-eommerce and its development
over the last few decadés explained Third, the issues arising frorthe convergence of
these two phenomena are discussethrting from opportunities and threats that
H FRPPHUFH PLJKW SR ahd dig¢essing BuSifelsd. mbadels for franchise
HFRPPHUFH DQG IROORZHG E\ WKH FXUUHQW VWDWH RI Ul
the literature areutlined thus prompting a contribution to knowledge that this research
intendsto make.This chapterconcludes with thelelineationof research questions and

objectives that guide that research
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Franchising

Franchising is defined as a business arrangement which implies a conditional grant
of exclusive rights in return for a set of -fppnt and ongoing fexe by a franchise
organisation (franchisor) to its franchisees (Combs, Ketchen, Shook, & Short, 2011; Nair,
Tikoo, & Liu, 2009). This arrangement usually entitles franchisees to make use of complete
business and marketing systems, including training, oggaupport and the use of a trade
name, which enables them to operate their own businesses to the same standards and format
as the other units in the franchised chain (Grant, 1985; Schaper & Volery, 2004). Thus,
both parties to the relationship can ben&bim the entrepreneurial opportunities created
(Combs et al., 2011).

Similar to other busineg®-business markets, the franchising sector comprises
independent entities that are committed to a legal relationship governed by a franchise
agreement where les, responsibilities and objectives are defined (Rao & Frazer, 2006).
Due to the relational nature of franchisiniyg has been compared to a ‘commercial
marriage’; and is a loAgrm business arrangement where effective communication is
crucial to the sutess of the partnership, creating the need for interdependence and shared
vision (Rao & Frazer, 2006; Terry, 2002).

Owing its roots to branded distribution arrangements, business format franchising in
its modern form emerged in the 1950s bringing abouttmeept ofthe cloning of entire
business and management systems (Terry, 2002). Originating in the United States of
America, franchising developed as a powerful way of facilitating the growth of service
organisations such as fast food restaurants, auttenpair and rentabusinessesand
professional services such as hotel management and real estate services (Altinay, 2004;
Teegen, 2000). Business format franchising owes its establishment as an innovative and
efficient way of doing business to fast tboompanies that are known worldwide, such as
OF'RQDOGYTV .)& DQG 3L]]D +XW 7HUU\ 7KH ,QWHUQDW
leading trade group, counts over 80 different industries where franchising is currently used
(Combs et al., 2011).
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Theories underlying franchising.

Two theories attempting to explain the phenomenon of franchising have been found
to dominate the literature (Combs, Michael, & Castrogiovanni, 2004). They are resource
scarcity theory and agency theory (Fulop & Forward, 1997). fi@s®urce scarcity
approach explains franchising as being a response to the shortage of the necessary
resources required for organisational expansion, such as financial capital, managerial talent
or local market knowledge (Minkler, 1990). On the other hactolars who are informed
by agency theonargue that, although franchising gives the franchisor the opportunity to
reduce the level of risk inherent in a direct ownership activity, inherent agency psoblem
arise due to a divergence of goals betweentagémanchisees) and principals (franchisors)
(Eisenhardt, 1989a; Elango & Fried, 1997). This divergence arises when franchisors seek to
maximise syster LGH VDOHYVY DV WKH\ UHFHLYH UR\DOWLHV RQ I
franchisees seek to maximiseHhQHW SUR{;WV RI WKHLU LQGLYLGXDO RX
When a new franchise is granted within a specific territory, the sysidmsales might
LQFUHDVH WKXV EHQHILWLQJ IUDQFKLVRUVY SURILWV LC
physical footprintof the stores, but the sales and profits of the existing franchisees in the
surrounding territories might be affected negatively (Nair et al., 2009). Thus, according to
agency theory, franchisees and franchisors may behave opportunistically and pursue the

own goals at the expense of each other (Altinay, 2004).

In search for greater theoretical diversity, Combs et al. (2004) identified three more
organisational theories to explain the phenomenon of franchising, thus providing a richer
understanding. Upperchelons, resourdeased, and institutional theories are proposed as
alternative propositions to these more dominant theddigger echelons theorgues that
WKH GHFLVLRQ WR IUDQFKLVH LV LQIOXHQFHG E\ DQ HQ
educatbon and prior experiences (Hambrick & Mason, 1984). On the other hand,
institutional theorycontends that managers are influenced by the social expectations and
norms within an institutional contexdnd they tend to comply withdke norms in order to
gain legitimacy (Oliver, 1997). Lastlyresourcebased theoryH[SODLQV WKDW D IL
competitive advantage is based on a resource which is rare among competing firms and that

advantage is sustained until competitors manage to replicate this resource (B29tgy, 1
12



,Q DGGLWLRQ IUDQFKLVLQJ H[DPLQHG IURP WKH HEXV]

further insight. Michael (1996) asserted that profitability of a franchise unit depends on

ORFDO HFRQRPLF FRQGLWLRQV UDWKHU VeKBQedS risk DQFK LV

is high the franchisee would expect a higher return on investment, thus suggesting that
companies are less likely to franchise in industries with high business risk. On the other
hand, Watson et al. (2002, p. 230) contended that the avyguenent is<ontrary to the
observed reality and counter intuitiveand found empirical evidence to suppoie
propositionthat industries with higher risks are more likely to embrace franchising due to
the perceived benefits of joining an establishedtssn rather than conducting business
independently. In this respect, entrepreneurship theory would argue that industries with low
business risk would attract fewer entrepreneurs (franchisees) due to the inherent loss of
independence in franchising (Watsetral., 2002).

Business format franchising owes its success partly to the development of a
practical strategy to facilitate distribution. Just as franchising transformed the distribution
of goods and services the 1950s the Internethasachieved the saein the past decade
(Terry, 2002). The way business is conducted now was revolutionised by technologies such
DV ‘HE HFRPPHUFH PRELOH WHFKQRORJLHV DQG
Similarly, the franchising sector has undergone tremendous chaPge of this change is
an opportunity to sell products and services online through a business to consumer (B2C)
e commerce facility at the same time representing numerous challenges to operations,

distribution and legal structures of franchise compa(ierry, 2002).

e-Commerce

Electroniccommerce (&@ommerceor Internet commerce) emerged as an important

research area over the past decade due to the increasingtiisdndérnein business and

VR

its potential for a much wider geographical reach (Dixon4 XL Q Q ,Q WRGD\T

business environment electronic commerce has many broad definitions. One of the first
definitions described-eommerce as the exchange of goods, services and information in

return for payments by electronic means (Harrington &dRd995). Thus, earlier authors
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used WKH W HR PP |HH0 FFafefl to all commercial activity conducted with the aid of

electronic devices, including EFT (electronic funds transfer), telephone or fax (Quirk &
JRUGHU 7KLV GH¢ QL wed BQefero/allCabpacks bf bsBEs® or

market processes enabled by the Internet and the World Wide Web technologies (Dixon &
Marston, 2002), whiclire DOVR UHIHUBKWGLQYRVDY @W$HOWKRXJK WKH WHL
FRPPHUFHY DQG pHO HifeVedrRines used Vntetihngésbly (Schneider,

2011), for the purposes of this research, electronic commerce will be used in a narrower

sense. As Laudon and Traver (2007) explaibuginess turns into@mmerce at the time

when an exchange of value ocgur

For the purpose of this stud)commerce refers to a commercial activity where
products or services can be booked or bought via computers or corligatdevices, such

as smart phones or tablet computers, over the Internet.

Currently, the ecommercesector has developed beyond mere transactions between
buyers and sellers: itow requires businesses to rely on strategic positioning, marketing,
and innovative communication methods. Electronic commerce may occur at any stage of
the supply chain within organisations, between businesses, between businesses and
consumers, or between the public and private sectors (Dixon & Marston, 2002).
( FRPPHUFH DSSOLFDWLRQV FDQ XVXDOO\ EH VXEGLYLGHG
inter-organisational or busines$s-business (B2B), for example for procurement; (2)
businesgo-consumer (B2C)epresentingll online retail activities; (3) business processes
that support buying and selling activities; (4) consutoeronsumer (C2C)-eommerce
where consumers get tetlper to participate in auctions of goods, such as eBay; and (5)
businesgo-government (B2G) where businesses sell goods and services to governments
(Dixon & Quinn, 2004; Schneider, 2011). Some authors also distinguish C2B, or
consumetto-business €ommece, where consumers create products or services of value to
businesses (Dixon & Marston, 2002), and mobile commereeofmmerce), where the use
of wireless digital devices enables transactions on the Web (Laudon & Traver, 2007). The
current research foces on the businegs-consumer application of-eommerce which
involves a business offering products and/or services to consumers ingetinet as well
as mobile commerce when it serves the same purpose as theddg@nerce.
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From humble beginnings irthe mid1990s busines®-consumer electronic
FRPPHUFH KDV VHHQ D VLJQLILFDQWFREVHRRRIVRQUW KHHU BH C
and asfirst wave of electronic commerde the literature, between 1997 and 2000 when
more than 12,000hternetrelaied businesses were started with more than US$100 billion of
LOQYHVWRUVY FDSLWDO 6FKQHLG,Hk¢ growth of %cHrivngideH Q W KRV
doubled and tripled every year, until 2001 when a downturn occurred, which the media also
called a dotcom busf{Floriani & Lindsey, 2002). According to Schneider (2011), online
sales merely slowed down to about-ZW% growth annually during the early 2000s,
ascending again in 2003. This second rise-#@PPHUFH LV UHIHUUHG WR DV
ZDYHY ZKLFK e HrQ Qvaw HhatWwas predominantly a U.S. phenomenon, is
characterised by its global scope and reach, and a slower but steadier growth (Laudon &
Traver, 2007). Although the Global Financial Crisis (GFC) impacted many traditional

retailers, online sales nbnued to grow during thatgpiod at around 25 percepér annum.

There are a few important factors presently contributing to further development of
e-commerce. The increasing number of households with access toteéheetis a vital
force, driving thegrowth in online sales to consumdgiustralian Bureau of Statistics,
2015) Indeed,the IDWLRQDO $XVWUDOLD %DQNJV ODWHVW 2QOLQ
shows online spending grew by 1®ércentin the 12 months to June 2016. It is estimated
that Austalian consumers have spent arouk®R0.6 billion over the last 12 months to
August 2016.

Businesgo-consumer electronic commerce provides retailers with the possibility of
a new service concept, a new client interface and, in some cases, a new dgdit@ry s
(Weltevreden, De Kruijf, Atzema, Frenken, & Van Oort, 2005 well as wider reach,
larger selection of products, fewer infrastructure requirements, unlimited opening hours and
a high degree of scalability (Enders & Jelassi, 2000). On the othey BaGdecommerce
can be regarded as a disruptive innovation that can make existing business models obsolete
(Burt & Sparks, 2003). There has been much debate on the future impact of information
technology on the way companies conduct business, with rbsearoffering varied
predictions as to the demise (or otherwise) of traditional methods of retailing (Dixon &
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Quinn, 2004). This research aims to contribute to the theoretical discourse on this matter
with a specific focus on franchise businesses.

E-commerce adoption

Researchers have identified several factors that influence electronic commerce
adoption by organisations in general; they are: organisational readiness, external pressure,
perceived benefits, perceived ease of use, perceived usefulness, bibitgpaind
perceived strategic value. Firstiganisational readineseefers to sufficiency of financial
resources to invest in new technologies as well as appropriate level of technology
VRSKLVWLFDWLRQ ZLWKLQ DQ RUJDQL tohkiverd® @ddpteic ZDV IR
(Wang & Ahmed, 2009) 6HFRQG GHWHUPLQDQW RI| HexkeRBIPHUFH D
pressure which refers to the influences from the organisational environf@nmaindon &

Pearson, 2004)Third factor,perceived beneft can translate to trarden cost reduction,

cash flow improvement, better inventory management as well as other operational
efficiency enhancements and its impact on business processes and market @usitign

& Ahmed, 2009) Other factors that were found to positively inflaenthe adoption of

H FRPPHUFH E\ RUJD Qdréided/ eadReov useQ pe@e{vedusefujreessvell

as compatibility between ecommerce and organisational culture, values, and preferred
work practices(Grandon & Pearson, 2004Furthermore,(Granda & Pearson, 2004)
found a causal link between thperceived strategic valuef electronic commerce and
electronic commerce adoption. This latter finding also indicates that managers who have
positive attitude toward the adoption eE@emmerce also percesd ecommerce as adding

strategic value to the organisation.

Specific to the franchising body of researédhHUULJRW D Q G e3gngnedJ G
WKH IDFWRUV LQIOXHQFLQJ H FRPPHUFH DGRSWLRQ E\ IUL
market. This study found & two factors exert a significant and positive impact on the
DGRSWLRQ RI DQ H FRPPHUFH VWUDW H-dWwnebLdtbxegVandVKH SHU
second, the brand image (measured by the network size). On the contrary, it was found that
the network agend franchising royalties exert a significant and negative impact on the

adoption of such a strategy. A further development of the latter reseaiearbgot and
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3pQDUG has adopted eesourcebased perspectvéVR H[DPLQH H FRPPHUFH V!

in franchise networks. Thereby, the authors argue that a franchisor with significant tangible

DQG LQWDQJLEOH UHVRXUFHYVY ZLOO EH PRUH OLNHO\ WR L

large percentage of compaowned stores (which represent a resource) as wetha

QHWZRUN VL]|H ZKLFK LV DOVR LQGLFDWLYH Rl IUDQFKLVF

IRXQG WR EH GHWHUPLQDQWY RI IUDQFKLVH (PetrigpZ RUNV DG
3pQDUG.

e-Franchising: Where eCommerce andFranchising merge

How to be involved in, or address the competitive
issues posed by the online channel to market, is
probably the biggest strategic challengeihg

Australian franchise networkSiles, 2012)

Stephen Giles, former Franchise Council of Australia chair, 2012

Both ecommerce and franchising have been identified as important research areas
in many disciplines such as marketing, economics, organisational theory, consumer
psychology and IT(Dixon & Quinn, 2004; Frazer et al.,, 2010; Plave & Miller, 2001)
Howevae, although the convergence of franchising armbemerce should potentially lead
to additional sales, revenue and business success, these two business strategies can also be
viewed as being inherentlyontradictory Franchising emerged as an effective hodt of
distribution in the 1950s that relied on achieving growth through decentralising the
IUDQFKLVRUTYVY EXVLQHVY DQG DWWUDFWLQJ QHZ FDSLWDO
within given territories. Conversely;@mmmerce gaineds success du# a distribution
arrangement that implied centralisation as a key strategy, reducing overheads and
increasing geographical reach (at regional, national and even global levels), in order to
extend the business to more customers (Terry, 2002). Thus, thkilelea of protected
territories represents one of the key benefits for new franchisees joining a franchise system
(Dixon & Quinn, 2004) WKLY FRQFHSW LV IRUHLJQ WR H FRPPHUFF
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FKDOOHQJHV IUDQFKLVH EXVLQH \¢onthérc Hudng tKeQrBiE OH WR |
1990s, when other, ndnanchised businesses engaged opportunities presented by
Hcommerce (Knack & Bloodhart, 2001; Plave & Miller, 2001).

With the emergence of-@mmerce, franchisors were faced with a phenomenon
that represeet potential for growth but also created high levels of uncertainty (Terry,
2002). Knack and Bloodhart (2001) reported that, during thel®@fds, some franchisors
were unable to determine the appropriate role fooramerce in their systems, while other
franchisors followed the advice bfternetconsultantsto their detriment. The latter group
of franchisors subsequently realised that consultants rarely understodelatienal nature
of franchising and the unique interdependencies thereby cre@ieay, 2002, p. 231),
which often resulted in the adoption of online strategies that were prone to failure (Knack
& Bloodhart, 2001).

Two vivid examples of these poor decisions translated into landmark cases in
franchisor ecommerce namely those of the Dynocks Bookstores in Australia and the
Drug Emporium Inc. in the USA. In both cases, tkmommerce was poorly integrated into
the franchise system, which led to conflict and litigation with their franchisees. In the court
proceedings obDymocks Holdings RtLtd v Top Ryde Booksellers Pty Ltd [2000] NSWSC
390, &- +RGJVRQTV YLHZ UHIOHFW-XownemaNedhhklehyLcQntheR G X FW L R
WR SUHVHQW FKDOOHQJHV IRU IUDQFKLVH V\VWHPV 3LQ P\
and will suffer loss thRXJK « WKH VXEVWDQWLDO FKDQFH WKDW WKF
WKURXJK XQUHVWUDLQHG FRPSHWLWDO®P.BBRP WKH >IUDQFK

Evidently, coordinating -eommerce activities and maintaining a consistent brand
image appears more compleor ffranchising networks than for other types of businesses
(Michael, 2002). Franchisors are expected to develop -anmenerce strategy that
integrates smoothly their distributiobrand policies and marketing strategies, while
maintaining good relationstsp with their franchisees (Cedrola & Memmo, 2009).
Furthermore, they must ensure that it does not conflict with the competition laws as well as

their own franchise agreements (Fulop & Forward, 1997; Knack & Bloodhart, 2001).
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Whilst some franchisors such aRPLQRTV 3L]]D (CoweiNibd, 2012;H V
Franchising, 2012)or Aussie Farmers Direct Ltd(Fisher, 2012)appeared to have
integrated their - €ommerce strategs effectively, others, such as Drug Emporium (Knack
& Bloodhart, 2001) and Dymocks (Ter2002), have found themselvésn the wrong side
of their franchisees, and subsequently the “ldy following an ilHfated ecommerce
strategy unrelated to existing briekdmortar stores (Dixon & Quinn, 2004, p. 311;
Floriani & Lindsey, 2002; Knack & Blathart, 2001). Thus, the inherecmplexityof
implementinga businesdo-consumer €ommerce strategy in franchising networks can
cause substantial conflict between franchisors and their franchisees and occasionally even
give rise to legal action (Plave &liller, 2001). Therefore, an innovative approach is
required to ensure that both franchisors and franchisees benefit from the opportunities

presented by-eommerce (Terry, 2002).

Opportunities from e-Commerce for franchising.

As is the casdor most busiesses, franchise organisations typically make use of
Internettechnologies and-eommerce in various ways to the benefit of their system as a
whole (Dixon & Quinn, 2004). Eommerce may be integrated into operations and
marketing to optimiséntranetuse,e-procurement, revenue sharing within the system, and
interaction with customerdRao & Frazer, 2006; Scott, 2001; Terry, 200RBdeed, extant
research supports that there may be an ordering function that is more efficiently handled
through the Internesuch as when franchisors who coordinate the inventories within the
channel find it more convenient and efficient to have consumer orders come directly to
them for processing while subsequent fulfilment (and possibly payment) is handled by the
franchisegdKaufmann, Cliquet, & Achabal, 201,ahus all parties (including the customer)

benefit from the efficiencies provided by the online technology.

On the contraryfrom the B2C (busineg®-consumer) e€€ommerce standpoint, this
business strategy is controvaisior franchising. Indeedsome research suggests that
Hcommerce is particularly suited for franchised businesses because of their established
brand names and networks of physical stores, and thus access to a broader customer base
(Floriani & Lindsey, 202; Plave & Miller, 2001). Otheresearchers have argued that
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Hcommerce, rather than contributing to the obsolescence of physical retail in some sectors,
will lead to the convergence of online and traditional retailing methods, where-bndks
mortar reailers will embrace thénternetand virtual businesses will establish a physical

presence (Dixon & Quinn, 2004).

7TUDGLWLRQDO UHWDLOHUV PD\ KDYH VXEVWDQWLDO L
counterparts (Watson et al., 2002). Firstly, recognisabddomames as well as an
established customer base are believed to be the most important advantpget)&f FNV D QG
P R U WeRilefs. The research suggests that because traditional retailers have physical
outlets, theiinternetstores enjoy exposure that\sU - WW LLAHHU VY GR QRW H[SHULH
et al., 2002). Secondly, from the dual marketing point of yiéve Internet offers
opportunities to franchises as both a medium to promote the brand, products or services to
customers as well as to recruit frAmsees(Abell & Scott, 2000; Cedrola & Memmo,
2009)

7TKLUGO\ WKRVH IUDQFKLVRUV ZKR KDYH DOUHDG\ GH
FOLFNVY VWUDWHJ\ QRW RQO\ ;J9om&Buch & MayNatdWitha LY H D G
U.S.A) have even sold their ondirsystem design to other franchis@Bsxon & Quinn,
2004, p. 316; Scott, 2001Finally, ecommerce may benefit franchised retailers in the
longer term if they can obtain the benefits of an integrated 4théthnel approach as the
Internetgives companiethe ability to establish enduring relationships with their customers
(Watson et al., 2002). Nevertheless, (although potentiallyljnteenetprovides a source of
great opportunityfor franchising, the review of the international situation demonstrated a
general approach tinternetuse by franchise networks that is still largely traditional
(Cedrola & Memmo, 2009).

Although Terry (2002) suggested that the franchise sector is well equipped to meet
the challenges presented byc@mmerce, there are a few iorpant considerations that
franchisors need to take into account. The significant initial investmerdrileatommerce
strategy requires cannot be underestimated, otherwise it may lead to failing to deliver on
promises to franchisees (Knack & Bloodhaf®02). Furthermore, fulfilment of customer

orders is essential to the success of agpramerce strategy as inability to fulfil orders
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properly and promptly was found to be one of the leading causes for the failure of
H FRPPHUFH EXVLQHVVHV20®P hYdddition$ BIR@yhF®edrola and
Memmo (2009) determined that franchisors rarely usedntieenetto develop meaningful

and lasting relationships with customers, there is potential to do that very effectively
through various Web 2.0 technologierd to offer customers a mutthannel retailing
experience. Moreover, interaction between franchisors and customers viateheet
indirectly strengthens the relationship between franchisor and franchisees (Rao & Frazer,
2010), not to mention the imparice of involving franchisees in the development of the
QHWZRUNYTV H FRPPHUFHAvaW & Banttd 20000 Rebrie§aR & ViRdent,
2000) Lastly, key considerations such as the type of product or service that the franchise
system provides, the g of industry, and the degree of impact ntelbecome the driving

forces behind the appropriate solution (Terry, 2002).

Threats from e-Commerce to franchising.

Although ecommerce can serve to improve operations and the profitability of the
franchise busesses, the convergence of these two dynamic business sectors (particularly
with respect to encroachment) presents legal and commercial challenges as well as
concomitant opportunities (Terry, 2002). Franchisors have struggled to identify the most
effective use of e&commerce for their systems both during the 1990s when theodut
were booming as well as now whenac@mmerce has matured and become more
sustainable. Many perceived (or still perceive) ltiternetas a threatout at the same time
fear they wvill miss out on an important opportunity (Knack & Bloodhart, 2001; Rao &
Frazer, 2010). For example, Harvey Norman (a famous Australian electronics and home
appliances chain) launched an online store in 2012 while only three yearsh@ioCEO
was rejeting the idea of online retail for the chain (Stafford, 2011, 2012). While other
applications of &€ommerce, such as B2B forpeocurement and improved communication
within the systems can undoubtedly provide benefits, B2Bnemerce was claimed to
presemthe biggest thredb franchising (Terry, 2002).

Watson et al. (2002) argued thahe businesgo-consumer pplication of

Hcommerce could potentially reduce the need for franchising as a method of achieving
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business growth and market penetration. Ergument maintains that if the majority of

JRRGY DUH WR EH ERXJKW RQOLQH WKHQ WKH QHHG IRU pE
thus the costs of market entry will decreaseordingly.In addition, from thestandpoint of

theresource scarcity thegrit could be argued that the need for franchising will reduce as

the requirement for a large capital inpotreasegWatson et al., 2002). Dixon and Quinn

(2004) also suggested that depending on the nature of the core product or, service
Hcommerce coud theoretically eliminate the need to franchise. Furthermore, the former

Chair of the Franchise Council of Australia, Stephen Giles, asserted in his discussion of the

nexus between-eommerce and franchising that:

It is likely that franchising & a busines method will need to be dismantled and
reconstructed. It will be franchising techniques, not franchising, that will be
relevant. Old formats may no longer be relevant, or may not deliver the same

competitive advantag@s cited in Terry, 2002, p. 289

Nevertheless, franchise organisations are increasingly embridmgnipternet and
Hcommerce (Rao & Frazer, 2010; Watson et al., 2002). This research aims to investigate
strategies to help franchise netwsdtay relevant to the customer andtogate wih the

Internetcommerce technology.

Encroachment.

Just mention the worgncroachmenfand the blood

pressure of all affected parties begins to rise.
Vincent (1998, p. 29)

Encroachment is defined as territorial or other business expansion by the franchiso
that invades the actual or perceived rights of an existing franchisee and is argued to be the
greatest challenge to the penetration efommmerce into the franchising sector (Terry,
(QFURDFKPHQW PD\ FUHDWH D FRQALFMWandRlU H[DPSO
already developed markets by allowing new franchisees to take away the actual or
perceived sales from existing franchisees (Fox & Su, 1996). The tension is created by

FRQIOLFWLQJ YLHZV RI IUDQFKLVRUV DQG It QAKLVHHYV |
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UHJDUGHG DV pFDQQLEDOLVDWLRQY ZKLFK UHSUHVHQWYV V
improving its bottom line at the expense of its long standing franchise partners who have

ZRUNHG KDUG WR HVWDEOLVK WKH 108BQRKRP RMKIH | BXODLFXH
SHUVSHFWLYH HQFURDFKPHQW LV VLPSO\ UHIHUUHG WR DV

as a necessity in business growth (Purvin, 1994, p. 129).

The problem of encroachment has been especially prevalent in mature franchise
sysems, where franchisors have developed most of the domestic mtrketby tempting
them to seek growth by introducing new franchise units in markets they already serve (Nair
et al., 2009). This issue has repeatedly been identified in thoéaktndusty where much
Rl WKH HQFURDFKPHQW OLWLJDWLRQ KDV RFFXUUHG )R] ¢
YDOXDEOH UHVRXUFHV RI WKH IUDQFKLVRU DQG IUDQFKL\
arising from new unit introductions. Terry (2002) describesr@chment as one of the

most sensitive issues in franchising.

Encroachment can take several forms in franchising: territorial encroachment,
product or service encroachment, and trademark encroachment (Vincent, 1998). Territorial
encroachment occurs wharfranchisor approves a new competing unit of the same system,
whether compangwned or franchised, within an existing franchif¢¢ SHUFHLYHG RU
exclusive marketyesulting in a reduction of sales for that franchisee (Purvin, 1994).
Product or service enmachment, which emerged due to the development of alternative
channels of distribution, transpires when existing franchisees lose customers through a
system that allows consumers to purchase identical products or services by means other
than from the lodafranchisee, such as from a supermarket, through-onadr or the
Internet(Hellriegel & Vincent, 2000; Purvin, 1994; Terry, 200Zyademark encroachment
WDNHV SODFH ZKHQ D IUDQFKLVRU XVHV D OLFHQVHG WUD
the subject of the franchise (Vincent, 1998). For the purpose of this research it is important
to emphasise that the infringement of terrgbrights through online product or service
encroachment is one of the core difficulties for franchised businesses willing to embark on
businesgo-consumer eommerce (Terry, 2002)also referred in the literature as
HH HQF UR (VerEfanb@a\& Tliget, 2016)
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E-commerce poses a significant challenge for franchise businesses as the
development othe Internetand mobile technologies and its use in business may lead to
product and service encroachment in franchigkbgufmann et al., 2010; Terry, 2002h
the court proceedings an opinion of Hodgson CDymocks Holdings Pty Ltd v Top Ryde
Booksellers Pty Ltd [2000] NSWSC 390 at [68DPDWHU UHIHPBIRS VWR DWH u
reflects a view that the introduction ofcemmerce technology represents andl wil
represent a challenge for franchise systefimsmy opinion, [the franchisees] have suffered
DQG ZLOO VXIIHU ORVV WKURXJK « WKH VXEVWDQWLDO FKI
WKURXJK XQUHVWUDLQHG FRPSHWLW(QpR®). AUlR®hWi#H >I1UDQF
and Frazer (2010) in their-ekepth study of eight franchisors did not find encroachrtent
be aproblemas with this sample of respondents, they explicitly alerted franchisors to
ensure that safeguards were in place to protect franctasee® avoid possible litigation
DV ZzDV WKH FDVH IRU WKH "\PRFN YV aBEdRfReDrvg-EM@LWn)] FKDLQ
another landmark case dnternetencroachment (Knack & Bloodhart, 2001), where il
considered €ommerce strategies were selectedt tvere not properly integrated with

pricksandmortarfJocations.

$GPLWWHGO\ IUDQFKLVRUV VKRXOG LQYROYH IUDQFK!
e commerce strategy. Hellriegel and Vincent (2000) suggested that the views of both
franchisor and franchiss need to be taken into consideration if a franchising relationship
is to work as a genuine partnership. Thus, a collaborative process of franchisees and
franchisors working together on a common goal of growing the brand should be driven by
inclusion and participation. As encroachment represersuch a sensitive issue and
Hcommerce embodies such an important strategic decision, the unilateral action by the
franchisor could potentially limit cooperation and have a negative overall effect on the
franchisorfranchisee relationship (Hellriegel & Vincent, 200@or systems integrating
Hcommerce into an existing franchise network that was not initially designed to
incorporate the impact of online sales on franchisee territahesonly opportunity for the
franchisor to develop a successftd@mmerce policy and strategy may be collaboratively
with franchisees (Terry, 2002). Moreover, franchisors that exclude their franchisees

completely could even face legal action if they are violating franchise or comopétitis
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(Abell & Scott, 2000) This research aims to evaluate this proposition and the effects of

Internetsales policies that have actively involved franchisees.

Theissueof encroachmenin franchisinghas produced a number of legal concerns
in both common and contract law. For example, the issue of exclusivity in franchise
contracts has become one of the contentissiges irlitigation (Terry, 2002). In particular,
when no exclusivity is granted to the franchisee, several common law principles wyll appl
against the franchisor, including good faith, unconscionable conduct and misleading and
deceptive conduct (Terry, 2002). Furthermorecommerce often poses a significant
challenge for franchise businesses as often the contracts do not régidatetuse by
franchisors and franchisees (Floriani & Lindsey, 2002). This research invbledsgal
analysis of both statutory lawthe Franchising Code of Conduend the Australian
Consumer LawACL) as set out in Schedule 2 of tBempetition and ConsumercA2010
and other relevant regulationgy well azommon law in order to better address the effects

of ecommerce on franchising.

Business models for franchisor B2C€ommerce.

Structuring an effective model for busindssonsumer &€ommerce is by no
means a trivial matter for franchise networks due to all the issues mentioned above.
Therefore, the types olnternet use and @ommerce strategies vary significantly in
complexity, costs to implement and run, and potential benefits that may be gainatsfrom
use. Floriani and Lindsey (2002) categorise the variow®namerce strategies that
franchise systems may use into three broad categories: (1) brégpereebsites used to
DGYHUWLVH WKH IUDQFKLVHfV SURGXFWV DQ& VHUYLFF
communication within the systenand (3) extranets in order to facilitate B2B and B2C
electronic commerce activities. As this research focuses on busresssumer

applications of &éommerce anthternetuse, this area will be discussed in more detalil

There are many ways in which models for conducting BA®mmerce can be
structured for a franchise company. Rao and Frazer (2010) found that approaches to online
sales varied greatly across the study sample, ranging from extremes ghetfraachisor
being solely responsible for the execution of aszbmmerce strategy and subsequently no
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profits being shared with franchisees, or, conversely, franchisees conductngrerce
without any involvement from the franchisggsulting inrevenueseingretaned by the
franchisees. These findings reflect one of the most cited classifications of the models
currently existingthat was identified by Plave and Amolsch (2000): (1) the franchisor
conducts and solely controls all B2ZGcemmerce activities and retairadl revenues
generated; (2) the franchisor conducts and controls all B2Gmenerce activities but
shares revenues with franchisees, for example as a reverse royalty; (3) the franchisor
conducts B2C -eommerce with the franchisee participation, for examfir order
fulfilment and, thus, shares profits in retuemd (4) the franchisees are solely responsible

for conducting ecommerce and payg royalty on the revenues generated thereby. In a
subsequent article, Plave and Miller (2001) revised this imeetbroader categories: (1)

the franchisor conducts@mmmerce on its own, controlling and retaining the profits; (2) the
franchisor controls and conducts@mmerce with the participation of the franchisees; and
(3) the franchisees conduct electronic cagnce on their own, contiatg and retaining the
profits.

Models for ecommerce in
franchising
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Figure 21: ORGHOV IRU FR Q GX{RMétc®id feanchiskig

Source: Developed for this research, based on Plave and Miller (2001).

A model wheeby ecommerce is controlled by a franchisor and conducted tvéh
participation of franchisees seems to be the most beneficial to the franchise system as it
offers both franchisees and franchisors the greatest protections and potential for success
(Plave & Amolsch, 2000; Plave & Miller, 2001; Terry, 2002). Franchisees can be involved
in various ways such as fulfilling orders or participating in servicing and returns (Dixon &
Quinn, 2004; Rao & Frazer, 2010). Thus, they can financially benefit from iegeav
share of revenues, either by the franchisor crediting sales to a frarfthdsee in the
FXVWRPHUYY DUHD D UHYHUVH UR\DOW\ RU D UR\DOW\ SRF
2010). In this case, franchisees and franchisors can mutually béoefiteach other:
IUDQFKLVHHY JDLQ DGYDQWDJH IURP Wddrhiméldd) ®@ithduL VR U TV F
incurring the related costs, and franchisors can benefit from the network of their franchisees
that are able to execute orders, handle custofrmmnphints and returns (Plave &
Amolsch, 2000).

Other models have significant drawbacks that lead to imbalance in the franchise
system. For instance, a model where a franchisor conduat solely controls all B2C
Hcommerce activities and retains all revengeserated may be chosen when a franchisor
uses a different trademark, avoids franchised territosels a different product (for
example readyto-eat vs. readyto-cook products) or uses an alternative method of
distribution (Dixon & Quinn, 2004; Plav® Amolsch, 2000). However, this approach may
still lead to franchise conflict or legal claims for unfair competition and encroachment
(Plave & Amolsch, 2000). On the other hand, if a reverse model is used where franchisees
are solely responsible for corzdting and controlling €ommerce, a number of other issues
may arise such as territory infringement among franchisees, lack of consistency, pricing
issues, as well as creating fierce competition among franchisees where more financially
robust franchiseasay disadvantage those in a less favourable financial situation (Plave &
Miller, 2001). Thus, a model for conducting B2Cc@mmerce must receive careful
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consideration by franchise networks through the synthesis of practical and legal
perspectives, which ghresearch aims to analyse.

Franchisor eeCommerce: empirical research.

This section reviews the key pieces of research that exanuommerce practices
of franchi®e companies in Australia and internationally. Several studies have addressed the
issue of &ectronic commerce in franchising during the last decaudest of them research
the use of thénternetby franchisors and its role in the franchise systems in a broad sense
(Cedrola & Memmo, 2009; Dixon & Quinn, 2004; Floriani & Lindsey, 2002; Plave &
Amolsch, 2000; Rao & Frazer, 2006, 2010), while others specifically focus on the franchise
engagement with-eommerce(Abell & Scott, 2000; Plave & Miller, 2001; Terry, 2002;
Watson et al., 2002)

The role ofwebsitesn franchise systems was discussed besshauthorgAbell &
Scott, 2000; Cedrola & Memmo, 2009; Dixon & Quinn, 2004; Rao & Frazer, 2006, 2010;
Watson et al., 2002)n one of the first studies, a survey of 40 franchisor websites found
that webplatforms were commonly used as a marketing taml both franchisee
recruitment and promotion of products or services to consu(ell & Scott, 2000)
These findings were later supported by Dixon and Quinn (2004) in their survey of 364
websites of business format franchises in the UK, indicatingniwst franchisors used
their websites aa means of communicating with and attracting customers, consistent with
the research on business websites in general (Dixon & Quinn, 2004). In addition, Rao and
Frazer (2006, 2010) found that franchisors used thelrsites as a communication medium
with both franchisee prospects and customers. Although the authors reported significant
differences in terms of franchisor web activities, there was a lack of overall systematic
pattern and strategic focus when #nte to launching an «ommerce facility (Rao &
Frazer, 2010).

In terms ofe-commerceengagement, Rao and Frazer (2006) found in their study of

202 Australian franchisorsWKDW RQO\ SHUFHQW RI IUDQFKLVRU
consumers to transact online.eBeresults compare with an earlier study where 17 percent
ofthe ITUDQFKLVRUVY ZHEVLWHV RI EXVLQHVYV IRUPDW 1UDC(
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offer an ecommerce facility (Dixon & Quinn, 2004). The researchers also reported that 10
percent of websites ebled the customers to place an order but not pay online, atuteal

of 26 percent of franchisomsere providing an online ordering system (Dixon & Quinn,

2004). Cedrola and Memmo (2009) found that pdrcent of a multisector and
multinational sample a805 franchisors had a centralised@mmerce facilityto maintain

quality and rationalise costs and logisfi¢s. 13).Furthermore,BHUULJRW DQG 3pQDUG
conducted an empirical study based on 486 U.S. franchise networks in the retail and service
sectors and found that only 2@ercentof the sampled franchisors had adopted an
HFRPPHUFH VWUDWHJ\ EDVHG TRIQst@&p 8D fduRiCanebbtieH G L Q
UHODWLRQVKLS EHWZHHQ QHWZRUN DJH DQG H FRPPHUFH
between network size, the percentage of comp&¥ QHG VWRUHY DQG H FRPPHUF
the latter finding is consistent with an earlier study based on the U.S. r(i6akétann et

al., 2010)as well as two recent studies condudtethe French market3 p Q D Bérigot,

2015; Voropanova & Cliquet, 2016kinally, a recent study conducted in Frarioand

more than half of their samptd franchisorgo have transactional websites, which indicates

a great degree of@mmerce adoption in the French franchisingt@e(Voropanova &

Cliquet, 2016) Although there could be some inconsistency between the earlier studies

which were limited to a single country (Dixon & Quinn, 2004; Rao & Frazer, 2G06)
multinational study indicates that the trend for franchisaeomnmerce has been on the

increase and supports the argument that websites constitute a new sales channel as an
alternative to, and in synergy with, the physical network (Cedrola & Memmo, ;20€%e

the importance of this study.

Specific to the industry anais within the franchising sector, an international study
(Cedrola & Memmo, 2009) fountthatthe centralised-eommerce facility has been adopted
by specialist food retailers (29%), hotels/restaurgmessonal care sector (27%), services
(29.7%), and houshold articles (25%). Dixon and Quinn (2004) found that service
franchises in the UK were well engaged in offering their services online, with printing

services being most involved inrcemmerce. Twahirds of delivery franchises and just

'In the other 10.2percent}( « U Z}A A EU (E v Z]*}E* |E § He3}u Ee« 8} 3Z (E v
online purchases. The majority of franchisors sam&ti9%) provided information only on the physical
network as the only channel for purchag€zedrola & Memmo, 2009)
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under half of digibution service companies allowed their customers to order online, but
none accepted payments online. Conversely, almost hdiediealth and beauty franchise
websites surveyed accepted both online orders and payments. With regard-ito netdi

in the United Kingdom, franchisors also appeared to be embracing electronic commerce,
with over 42 percent taking orders via their website and oveitloree accepting both
orders and payment over thgernet(Dixon & Quinn, 2004)In addition,retail franclses

and hotel and restaurant franchises wietend to bemore likely b adopt a transactional
website SHUULJRW 3 p @eUtE the divergece of industries engaging in
Hcommercethis study aims to research a wide variety of industries witlarfrinchising

sector.

In conclusion, some discrepancies between the findings are noted. Rao and Frazer
(2006) found that in Australjan terms of online saledranchisors appeared to be more
cautious than their neftanchised counterparts, with only lfdercent engaging in
e commerce compared with 16 percent of busieessgaging in online sales. Conversely,
the findings in the UK study indicated that franchisors weoeeadvanced in-€ommerce,
with 17 percent engaging electronic commerce comparedithwll percenof businesses
LQ WKH 8. VHOOLQJ YLD WKH ,QWHUQHW 'L[RQ 4XLQQ
franchising sector being in it QIDQF\Y 5DR JUD]JHU InEernet LQ WHI
use could battributableto territorial and enciechment issues (Terry, 2002). To conclude,
although there is some controversy in the findings as to the advancemesdromerce in
the franchising sector, scholars agree that this area needs to be researched further by
gaining primary data from the framsors themselves with regard to theica@mmerce

strategieswhich this studysets outo achieve.

Organisational communication and change management

Change is a constant element affecting all organisat{®osinem By, 2005)
including franchise networks, QHYLWDEO\ WKH LQWURGXFWLRQ RI H F
systems calls for effective change management and communication within organisations. In

addition, managing change in a way that is appropriate for a business with multiple levels
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of stakeholders ni different power positions, such as in franchising, is of utmost
importance. Most literature in change management and organisational communication is

taking on the perspective of an organisational setting where the main stakeholder groups

are managers andmployees, which to some extent can translate to the setting of
franchisorfranchisee relationship. Two dominant models for change management will be
FRQVLGHUHG LQ WKLV VHFWLR QLewid,ZIRIND/Q)R URW WHHIT 8 GLQIK
Step Change Maal (Kotter, 1996)along with other literature in this domain. Furthermore,

the role of management communication will be discussed in relation to extant research.

According to Lewin (1999) any organisation is a system in a dynamic balance

HHT XL OL E thio XoBdbsing lforces: driving forces (those promoting change) and
restraining forces (those seeking to maintain the status quo). The successful implementation
of change depends on driving forces exceeding restraining forces in order to shift the
equilibrium. Force Field Analysis method suggests that one should investigate the balance
of power involved in the situation requiring change, and identify the most important
VWDNHKROGHUV DQG pWDUJHW JURXSVY LGHQWLI\ RSSRQF
each target grouflLewin, 1999) In addition,(Lewin, 1947)argued that during a change
process, the three stages of unfreezing, moving, and refreezing are experienced. Based on
this premise, researchers have tried to identify a set of actions that mublken by
change agents to minimise resistance and help organisations and individuals transition
through these stages. For exampBnch and French (1948xplored the impact of
employee participation on productivity and satisfaction during organishtbaage. They
found that a greater degree of participation led to higher employee satisfaction enabling
them to adapt more quickly to new production go@®ch & French, 1948; Holt,
Armenakis, Feild, & Harris, 2007This proposition is further exploreual this research.

6LPLODUO\ .RWWHUTV PRGHO VXJJHVWYVY WKDW HL.
successful change. The steps are as follows: (1) the creating of urgency for change should
be increased through inspiring people to move; secondlyhéjeiam of guiding people
with the right emotional commitment and right skills should be brought together; (3) the
team should establish vision and strategy to drive change; (4) emphasis should be placed on
involvement and communication, technological appaties should be exploited; and (5)
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action needs to be empowered, obstacles removed and managerial support provided; then,
(6) visible and attainable goals should be set with corresponding rewards; (7) determination
and persistence should be encouragedvell as ongoing progress reporting, and future
milestones should be highlighted; and finally, (8) the value of successful change should be
reinforced(Kotter, 1995, 1996)

Nelissen and van Selm (2008) found that satisfaction with management
communicatio leads to a positive response to organisational change among the employees.
Indeed, the adequacy of changéated communication was found to be the main predictor
for readiness for changeOF.D\ . XQW] 11V Z Oeeefore, organisations
should bcus on improving employee satisfaction with management communication about
objectives and consequences of change as it is a strong predictor of a positive response to
organisational chang@elissen & van Selm, 2008) ,Q RUGHU WR VDWLVI\ HPSOR
for communicationdialoguemight be a necessary element in designing, implementing, and
evaluating communication on organisational cha(igelissen & van Selm, 2008}hus
enabling different groups within organisations to create a mutual understandorgren
thinking process and trusting relationshifi&ving, 2005; Schein, 1993; van Vuuren &
Elving, 2008)

Readinesgor change is another construct discussed in the literature that influences
effective change manageme@mith, 2005) For instanceHolt et al. (2007, p. 232)
FRQFOXGH WKDW UHDGLQHVV IRU FKDQJH LV LQIOXHQFHG E
are capable of implementing a proposed change (ckepaggfic efficacy), (b) the proposed
change is appropriate for the organisation (appatgmess), (c) the leaders are committed
to the proposed change (management support), and (d) the proposed change is beneficial to
RUJDQLVDWLRQDO PHPEHUV SSith (2005)Qrbposes Eh@élk@yFdteps 7K XV
to achieving the readiness for chan(g:creating a sense of need and urgency for change;

(2) communicating the change message and ensuring participation and involvement in the
change process; and (3) providing anchoring points and a base for the achievement of

change.
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Conversely, researchgepoint toresistancdo change as one of the main reasons for
the failure of change initiativesSDUGR GHO 9DO DQG OD WhWu&tHgt ) XHQW H'
resistance introduces delays into the change process; meanwhile it can also be a source of
information ugful in learning how to develop a more successful change process. Among
various reasons for resistance to change, in an empirical SIYy GR GHO 9DO DQG 0DL
Fuentes (2003)dentified five barriers as being significant: (1) existence of deeped
values, (2) divergence of interests among employees and management, (3) communication
barriers, (4) organisational silence, (5) capabilities gap. In order to reduce resistance from
deeprooted values, scholars suggest that managers should consider théwéerbe
organisational culture and change objectives as well as appropriate measures to improve
such fit before the change process begi8DUGR GHO 9DO ODUW.tQH] )XHQ
Furthermore, they speculate that this cultural consideration would also ligiptlze
interests of employees and management and help avoid organisational @Herce del
9DO ODUWtQH] )XIH@ddititny SaDUGR GHO 9DO DQG ODUWtQH] )X
propose thatraining would be a useful tool to surpass communicationatiffies and thus
avoid resistance caused by communication barriers, as well as help reduce the gap between
the present situation and the capabilities required for the change. This proposition is
explored further in the current research.

In addition,de Rdder (2004)lso argues that high quality internal communication
may be important in encouraging a supportive attitude towards strategic direction. The
author talks about trust in the management being the key in achieving such support. In
order to creatertist, the management is required to explicitly communicate about the goals
of change and to be open about potential is¢desRidder, 2004) $SFFRUGLQJ WR (OYLC
model (2005) used in this research, communication during a change process can be
conducted wth two purposes in mind: to inform, and to create a community spirit. When
undertaken successfully, communication can increase readiness for change and decrease
resistance to chandg&lving, 2005) Thus, it is proposed that resistance to change can be
reduced, and therefore franchisee acceptance increased, through the broad engagement of

franchisees (as key stakeholders), the provision of appropriate education and training and
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careful consideration of franchisoglationships. In this framework, clear, smstent and

effective communication is the cornerstone for success.

Cynefin framework

In this research, the Cynefin framework is explored that was originally developed
by Snowden (2002and is based on complexity sciencecdnmerce, being a disruptive
technology for a lot of traditional businesses, is inevitably bringing complexity into
organisations that have relied on traditional distribution methods, especially retail franchise
businesses. The Cynefin framework allows leaders to see issues from mngyints,
assimilate complex concepts, and gives opportunities to addressonlproblems with
appropriate tools and proces¢g8sowden & Boone, 2007Lynefin (pronounced kunew)
is a Welsh word that denotes the numerous factors in our environnmieakp@rience that

influence people in ways they cannot undersi{@faban & Kazlauskas, 2014)

The framework categorises the issues facing organisations into five contexts
determined by the nature of the relationship between cause and effect, graphically
represented in Figure 2.2. Four of thésample, complicated, complex, and chaétic
require leaders to diagnose situations and to act in ways that are appropriate for the context.
The fifth2 disorder? applies when it is unclear which of the other four contpxévails.

Thus, the Cynefin framework enables organisations to determine the predominant operative

context so that they can make appropriate decig®nswden & Boone, 2007)
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Figure 2.2 The Cynefin framewak by (Snowden & Boone, 2007)

Each domain of the Cynefin framework calls for a different approach to preblem
solving depending on its natufglasan & Kazlauskas, 2014pimple and complicated
contexts assume an ordered universe, where -@aubeffect reldionships are
distinguishable, and right answers can be identified based on the facts. Complex and
chaotic contexts are unordered. This means that there is no immediately apparent
relationship between cause and effect, and further action is determineldobasmerging
patterns. The ordered world is the domain of-taated management, while the unordered
world represents pattetrtased managemeniSnowden & Boone, 2007)The fifth
context? disorder? requires the leaders to break down the situation into iteest parts
and assign each part to one of the other four categories, which allows then to can make
appropriate decision&Snowden, 2002)In the present research, the Cynefin framework is

applied in the Chapter 7 of this research in order to better staddr the context of
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e commerce in franchising and its level of complexity, as well as determine appropriate

decisionmaking process and management style.

Gaps in theL iterature and ProposedTheoretical Contributions

E-commerce in franchising has not raea a lot of academic attention. Although a
few exploratory articlebave beemublished since the early 2000s, there is still a large gap
in the literature on the crossover between franchising and electronic commerce (Dixon &
Quinn, 2004). At present, the is relatively limited literature discussing how franchise
businesses use thiternet in general, and-eommerce, in particular. Most publications
take the form of short industry articles rather than academic research (Cedrola & Memmo,
2009). The compative immaturity ofinternetuse within franchising systems may be an
explanation for this (Rao & Frazer, 2010). However, the proliferation of franchising and
HOHFWURQLF FRPPHUFH DV GLVWLQFW EXVLQHVV VWUDWH
ariseLQ RSHUDWLRQV PDUNHWLQJ DQG OHJDO REOLJDWLRQV
own online marketing and retail chaneehake it imperative that this gap in the research is
¢OOHG 'L[RQ AXIQQQDGGLWLRQ IXUWKHU UmMdide thFK RI WK
franchise networks was specifically called for in recent scholarly work, given the growth
potential of ecommerce in franchising and its associated challenges fahiiors as well
as franchisees3SHUULJRW 3 pTDib t¢search aims wontribute to this discourse

and add to knowledge in theoretical and practical ways.

This research is particularly important from a number of perspectives. Firstly, there
is a lack of research into the effect that electronic commerce will have on fiag¢lisd
the opportunities and threats that it represents for franchisors and franqbsess &
Quinn, 2004; Weltevreden et al., 2003)hile implementinginternet commerce in
franchise systems may potentially improve profitability, reduce costs, emhanc
communication and customer service (Pires & Aisbett, 2003), little is known about how to
strategically leverage its capabilities (Rao & Frazer, 2006). It is especially worth
considering the business-consumer implications of electronic commerce aseffects of

this phenomenon hold most controversy for the future of the franchising sector (Watson et
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al., 2002). Secondly, Rao and Frazer (2010) call for further empirical rese&vcthe

effective use ofnternetbased technologies in a franchise systenthey found that while

franchisors could envisage the move towards transaehabled technology, franchisee

acceptance and encroachment were the main regsenenting them from adopting

Hcommerce (Rao & Frazer, 2010). In addition to thisihe undaries betweelricks

and glicks fblurs’, traditional concepts of geographical and other exclusivity may need to

be reconsideredAbell & Scott, 2000, p. 2) Thus, the management of franchise
relationships and encroachment issues sigetle researad in more deptiiKaufmann et

al., 2010)Finally FXVWRPHUY SHUV SHFW Ldéspitead beiy BneEoHthER Q VL G H L
focal question of this research. AccordingtotD QW *U«QKDJHQ DQG :LQGVSHUJ
254) 3SWKHUH FRQWLQXH®&hc#VaR ekahhinihg Yhe UravichBicy @h&ndmenon

IURP WKH SHUVSHFWLYH RI LWV FXVWRPHUV"™ WKXV FDOOLC

The qualitative approach to the analysis of this problem will also make a
contribution to knowledge. Cedrola and Memmo @0€ncouraged future studies in this
¢HOG WR LQFOXGH TXDOLWDWLYH GDWD WKURXJK LQWHU
businesses. Dixon and Quinn (2004) suggest that surveying the franchisors themselves to
analyse their electronic commerce strategidkfwither develop this area of research and
SURYLGH ¢(QGLQJV WKDW ZLOO EHQH{¢W DFDGHPLFV DQ
Furthermore, prior franchising research has provided insights into franchising as a
phenomenonhowever the franchisee perspectiveas largely been ignored (Elango &
Fried, 1997; Leslie & McNeill, 2010). Therefore, this research centres on the franchisee
perspective to gain new knowledge and insight into franchising practice that can only be
gained from this perspective. In additian,paradigmatic shift is suggestdtbm purely
descriptive research to prescriptive questions, sucFkaRZ VKRXOG « ITUDQFKLVL(
done? (Wright & McAuley, 2012, p. 161). Developing a link between these areas will
benefit franchisorsghat are currentlychallenged with the structuring of theicemmerce
strategy. It will also benefihe franchising sector as a wholmdfranchising relationships
in addition toinforming policy. The current research contributes to academic knowledge

using methods outled in chapter three.
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ResearchObjective and Questions

Based on the literature presented in this chapités research aims to investigate
the effects of @ommerce for franchising, examine best practice in the integration of B2C
e commerce into franchiseetworks, and develop a framework ofc@mmerce for
franchising where key strategy considerations will gudbzisionmaking Thus, the
following research questions will be addressed in this research using an overarching

gualitative methodology presenteddhapter three.

Principal question: How does busineds-consumer €ommerce affect franchise

operations and relationships?
Associated subquestions:
Research Subquestion group I: Franchise Operations (RQ1RQ3)

1) How can ecommerce be successfully intaggd into franchise operations?
2 +RZ LV H FRPPHUFH LPSOHPHQWHG LQWR IUDQFKLVH V!
3) What role does-eommerce play in marketing practices for a franchise network?

Research Subquestion group II: Franchise Relationships (RQ4RQ8)

4) How does eommerce affec the relationships between franchisees and

franchisors?
5 +RZ GR IUDQFKLVHHY SHUFHLYH H FRPPHUFH LQ WKHLLU
6) :KDW DUH WKH PHWKRGV RI IUDQFKLVHH HQJDJHPHQW
7) KDW LV WKH UROH RI IUDQFKLVHHYieEQ VKDSLQJ WKH H

8) How does franchisee engagement in strategy creation affecmmerce

strategies?
Research Subquestion group IIl: Franchise Performance and Regulation
(RQ9-RQ10)

9) How does ecommerce affect financial structure and prshiaring?

a. What are the optimakvenue distribution models?
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b. What are the factors that determine the revenue distribution model or

e commerce financial model?

c. What factors do franchisors need to consider in order to develop an

appropriate &ommerce model for their business?

10) How dces the existing regulatory frameworkmpacts on the development of

Hcommerce in franchising? How can the relevant legal issues be reconciled?

Conclusion

,Q VXPPDU\ LW LV LPSRUWDQW WR LQYHVWLJDWH H FR
number of reasons. Bir, franchising is an important sector thie Australian economy in
terms of GDP, employment and contribution to the small business sector. Second,
HFRPPHUFH LV D XVHIXO WRRO IRU EXVLQHVVHV WR DWW
EUDQG 7KLU®@merteHQd thankehising as forms of distribution and marketing
channel strategies are combined, several issues are encountered, including franchisee
acceptance, potential encroachment as well as operational fit. Therefore, it is important to
investigate tts domain not onlyowing to the existing gap in research, but also in order to
assist practitioners to find the best solutions to the problems they are facing in
LPSOHPHQWLQJ H FRPPHUFH VWUDWHJLHYV LQ IUDQFKLVH V\
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CHAPTER3- OHWKRGRORJ\

Introduction

Chapter 2presented the review of the literature from which the research questions
were derived. The current chapter describes the methodology used to address the research
TXHVWLRQV DLPHG DW FRQVWUXFWLQJ D IUDPHZRUN WR
implemening an ecommerce strategy for their system. Qualitative methods are best suited
IRU DQ DQDO\WVLYV RI D FRPSOH[ UHVHDUFK SUREOHP LQ RU!
which the answers cannot be easily quantiftéth, 2009) Moreover, researchers ihet
franchising field (Cedrola & Memmo, 2009; Dixon & Quinn, 2004) have specifically called
for qualitative research to further deeplemowledge on the chosen subject matter.

The structure of this chapter is as follows. Firstly, the philosophical,
epistemdogical, and methodological assumptions underpinning this study are addressed,
and the overarching research design is explained. Second, the data collection and analysis
methods are described, detailing the following phases of this research project:lBiase
exploratory and descriptive phase; (Phase Il) the multiple case study phase; and (Phase lll)
the legal analysis phase. Thensequensection outlines the measures for ensuring the
quality of research findings. Finally, ethical considerationsHt tesearch are explained.
Thefollowing chapters will present an analysis of the findings of this research.

Assumptions Underpinning this Sudy

Philosophical assumptions: ontology, epistemology, and methodology.

Any research undertaken contends with dssumptions, beliefs, and values of the
researche(Creswell, 2012)Regardless of whether or not they are aware of it, researchers
do internalise their beliefs and values when conducting their;wbedseare commonly
referred to as philosophical assurops (Huberman & Miles, 1994)These assumptions
influence the position the researcher takes with regard to their research, the kind of
problems they investigate, and the approach they take to collectingCiatavell, 2012)
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The following three main phikpphical assumptions are recognised in the literature:
ontology (what is the nature of reality?); epistemology (what constitutes knowledge?); and
methodology (what is the process of resear¢@iba & Lincoln, 1994) Based on these
assumptions, the philogby and human sciences can be divided into two opposing views:
positivism (including pospositivism) and constructivism (for example, interpretivism and
participatory inquiry)(Guba & Lincoln, 1994) While other paradigms and worldviews
exist, such as dical theory and feminisn(Creswell, 2012) for the purpose of this

dissertation, the two main paradigms of positivism and constructivism will be discussed.

On the one hand, positivists believe that reality has an objective nature (ontology),
and therefae objective knowledge about reality may be obtained (epistemology) through
experimental design or controlled randomised trials and surveys and the statistical analysis
thereof (methodology). Conversely, constructivists view these philosophies differently.
They believe that reality is constructed by its participants and therefore knowledge is
relative, so qualitative research, such as interviews, observations, and fieldwork can help us
obtain an understanding of subjective real@yeswell, 2012; Guba & Lizoln, 1994) The
approach adopted in the current study aims to reconese thpposing views and utilise the
strength of both ways of knowing to address the research qudstioompensate for their
weaknesse@atton, 2002)

The assumptions guiding thistudy reflect a pragmatist approach to research,
reality, and the social worl{Patton, 2002)This approach assumes that research does not
need to be placed within one of the antagonising paradigms (such as positivism or
constructivism) in order to answehe focal research question adequately. Through
pragmatism, a researcher can alternate between the apparently conflicting research
paradigms and combine various methods of research on the path of addressing their
research question. Similarly, Patton (098uggests putting forward concrete and practical
research questions without placing them within a given theoretical framework. This
viewpoint also reflects Rortian pragmatism (Dick, Stringer, & Huxham, 2009). Rorty
(1999) believed that scientists perforthmeir work similarly regardless of their

philosophical views.
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In addition, Morgan (2007) debated the need for a clear distinction between the key
features of qualitative and quantitative methods in three dimensions: in terms of connection
of theory anddata (induction 8. deduction); relationships between the researchers and the
research process (subjectivity. wbjectivity); and inference from data (contddundvs.
generalgsable). Morgan (2007, p. 71) explained that researchers do not generallyrelse p
inductive or deductive reasoning unless they are documenting their research process for
SXEOLFDWLRQ SXUSRVHV WKXV WKH SUDJPDWLF YHUVLRC
IRUWK EHWZHHQ GHGXFWLRQ DQG LQGXFWLReeen6LPLODUC
objectivity and subjectivity, which are merely theoretical concepts in their pure form.
Huberman and Miles (1994)so support this view by explaining that there is merit in both
joosefinductively oriented research designs afight fldeductivey approached ones (p.
431). Loosefdesigns work well when the research problem is blurred, the environment is
complex and unfamiliar and the intent is exploratory and descrjtsvimn the first phase of
this research. Tighter designs are recommendedh e researcher has a strong prior
understanding of the research problem and takes an explanatory and confirmatory stance
involving multiple comparable cas@duberman & Miles, 1994)s in the second phase of
this research. This approach is also in lith the pragmatic philosophical views (Rorty,
2009) adopted in this research.

While multiple stages of research and a combination of qualitative and descriptive
methods of data collection and analysis were used, the qualitative methods of research
dominat this study. Due to data being of different nature, both deductive and inductive
reasoning were utilised, and objective and subjective standpoints were adopted when
appropriate (Morgan, 2007). The pragmatic approach also focuses on the factors that make
findings transferable to other contexts, thus transcending the common notions of-context
dependent knowledge versus universal or gemsaldé knowledge (Morgan, 2007).
Therefore, in this research, different methods were used to explore the same issties, and
subsequent results were compaxeith each other to confirm that they addressed the
research questions. Hence, the adoption of the pragmatic paradigm enables the researcher to
use various methods of data collection and analysis without compromisimgtelqrity of

the research.
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The constructivist (or interpretivist) approach focusing on deeper understanding

prevails in this researclhus prompting an extensive use of qualitative mettiGdsswell,

2007) The interpretive approach to knowledge is @dally grounded in multiple
realities (Silverman, 2010)and relativist worldviews(Guba & Lincoln, 1994) The
interpretivist paradigm rejects the idea of objectivity and argues that our perceptions of the
world are mediated by our subjective and sailtural experiencegYardley & Bishop,

2007) The use of qualitative methods suggests purposive sampling and triangulation, as
well as inductive reasoning in theory development (Neuman, 2006). In qualitative research,
the criteria for research worthinesg arustworthiness and credibili{fiiles & Huberman,
1994)and these concepts wilk discussethter in this chapter

Although a descriptive method was used in this study, it was utilised primarily to
understand whether the findings of the exploratdrgse of this researetignedwith those
from a large random sample of participant population. The use of descriptive methods in
this study was underpinned by tlesumptions of positivismas appliedto knowledge
creationand the belief in the existence afie objective realityYardley & Bishop, 2007)
The data collected using this method were evaluated using the terminology of a positivist
paradigm, such as reliability and validity, and involved a large random sample of

participant population (Neuman, Z8)0

While the positivist and interpretivist paradigms seem conflicting in nature, a
SKLORVRSKLFDO EDVLV IRU UHVHDUFK NQRZQ DV pSUDJPC
framework that has the potentialembrae both paradigmgTashakkori & Teddlie, 2003;

Yardley & Bishop, 2007)Tashakkori and Teddlie (2008) argued that proficient researchers

prefer addressing their research questions with those methodological tools that allow them

to address thparticularresearch question best, using the pragmatioccotdZKDW ZRUNV’

In other words, the commitment to the study of a research problem and of addressing the
research question is primary, while the method is secondary (Tashakkori & Teddlie, 2008).

In addition, Patton (2002, p. 252%upports that gatherinthe most relevant possible
LQIRUPDWLRQ DERXW D UHVHDUFK SUREOHP 3RXWZHLJKV F
EDVHG RQ SKLORVRSKLFDO DUJXPHQWV’
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Epistemology, the theory that addresses the issue of creation and the acquiring of
knowledge, considerghe methods and validation undertaken in order to develop that
knowledge (Swepson, 1995)The epistemological question is to determine how the
researcher, the subjects, and the methods interrelate in a study (Denzin & Lincoln, 2000). In
this research, theragmatic epistemological framework is adopted, which assumes that
whatever philosophical and/or methodological approacist suitably addresses given
research problem should be udgtteswell, 2003; Eldridge, 1998; Hill & Owen, 1984;
James, 1980; Tashakkdi Teddlie, 2008) In order to best answer the research questions,
multiple methods of qualitative inquiry were used at different stages of this research, and a
descriptive component was included to augment the research findings.

ResearchDesign

The reseah design for this study was evolving and flexiffatton, 2002and was
designed in multiple phases to contribute to the emerging understanding of the problem.
Due to the fact that franchisorcemmerce strategies have not, as yet, been researched in
sufficient detail, the first phase was designeaxplorethe issues by using a combination
of qualitative and descriptive methods. The second phase, however, which included the
analysis of two cases (franchise organisations) and expert interviews, allowad in
depth analysis of the problem. As the research was completed in a sequential manner
(Creswell, 2009)the second phase built on the findings of the first phase, while the third
phase built on all preceding phases, and included a review of thn kbetature in relation

to legal issues.

Huberman and Miles (1994, p. 434)ggest that qualitative research designs call
IRU FUHDWLYH ZRUN WKH\ FDQQRW EH té\hezdstdQE R LIOWKH VKFE
Figure 3.1below represents the resela design developed for this study. Phase | of this
research included an exploratory qualitative study that was conducted in the form of (1)
fifty semistructured interviews over the telephone; and (2) a moderated open forum of
franchisors and industry pgrts. This phase also includd@) a descriptive quantitative

survey ofalarge population of franchisors using an online survey instrument. The findings
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from the first phase were used to inform the research protocol in Phase I, which included
in-depthanalysis of (4) two case studiesd (5) interviews with sector experts. Phase |l

was specifically designed to address (6) the legal issues pertaining to the research problem.

Phase I: Qual

(Exploratory and Phase II: QUAL _
escrpive) (In-depth) (PLZaZ(IaalllrlmalQ:;I)
(1) Semistructured = (4) Case studies = g 4
interviews, and
(2) Moderated forum, (6) Legal analysis

L (5) Expert interviews
(3) Descriptive survey

Figure 3.1: Research degin.

Source: Developed for this research.

Data collection and analysis.

Phase I: Exploratory and descriptive phase.

This section provides a detailed description of the first phase of this doctoral
research and will be structured in several stages: expigrsiage, which includes (fijty
exploratory semstructured interviews with franchisors; (2) a moderated industry forum;
and (3) online surveys. The access to participants and the approach to analysing data are

explained for both distinct methods.

Exporatory stage

The aim of the exploratory phase was to gain a better understanding of the current
state of ecommerce in franchising as well as the challenges that the sector is facing in this

respect. The interviews were conducted as a joint project tivehfranchise consulting
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company, Franchise Relationships Instfut€RI), and the initial findings from the
interview data were used at an opening presentation at the industry forum, which was also
organised and hosted by FRI. The saitniictured intenew scripts were developed jointly

with FRI andthe researcharonducted the interviews over the phone.

Exploratory (preforum) interviews

In the first stage, sei-structured interviews with 5%enior franchisor executives
(for example, CEOs, CFOs, markety managers, operations managersfor full
demographic data, see Appendix A) were conducted over the phone for approximately 12
minutes each, where | followed a relatively structured interview script, with questions
focusing on ecommerce strategies apdactices (see Appendix B). In preparing for these
interviews, | reviewed the websites of the participating companies in order to better
appreciate the nature of their business as well as their stateoofirmerce development,
referring to a set of questie elaborated by other researcfi¢edrola & Memmo, 2009;
Dixon & Quinn, 2004; Rao & Frazer, 2006). This preparation phase also enabled me to
probe for specifics when asking questions. During this exploratory stage, the interview
guestions combined quadtive opeprHQGHG TXHVWLRQV DV ZHOO DV p\HV C

led to a relevant set of questions for each participating company.

Moderated industry forum

The second stage of this exploratory research phase consisted of a moderated open
discussion forumQDPHG 3% ULFNV DQG &OLFNV™ 7KLV IRUXP ZDV
franchisors to share strategies and concerns with respeatamraerce. The forum was
held as a fullday event in which 70 senidranchisor executives (Appendix C presents
industries inolved) and ecommerce expertsxchanged knowledge and experience on how
to address the problems and explore opportunities posed by the online channel. The event
was facilitated by an experienced moderator and consisted of (1) case study presentations
followed by an open exchange; and (2) rotatdle discussions where participants engaged

2 Franchise Relationships Institute is a private organisation engaged in franchise consulting, training, and
research, committed to helping franchisors manage relationships with their franchisees.

*4XHVWLRQV IRU ZHEVLWH UHYLHZ EHWH RYGH BXRQORRHMHUIY DE G Hi $WRH S/DI
IRU WKH SURGXFW VHUYLFH RQOLQH"T
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in deliberations on the topics relevant ta@mmerce that were identified as holding most
uncertainty for the sectpsuch asorganising logistics and distribution, geig franchisee
acceptance, and dealing with legal issues. finendtablesfwere chaired by an expert in

the topic and the outcomes were recorded by the nominatedakets. In addition, notes

were taken throughout the day in order to capture the kemeah of the case study
presentations and the open exchange that followed. The aim was to explore the issues
emerging from the interview stage further in the forum in order to gain better insight. This
process enabled further refinement of the researchtigngsand informed subsequent

phases of data collection and analysis.

Access to data and participants

The access to data and the participants for the exploratory phase was gained through
)5, $Q HPDLO zZDV VHQW RXW WR IUDQF KutinglthelRBBSDQLHV F
participate in thigesearch (see Appendix Oj the email, my role as a researcher was
explained andecipients were informedhat interviews were to be conducted over the
SKRQH ,Q DFFRUGDQFH ZLWK WKH s&pailyatst) sontaingdvanH W K L F V
information sheet as an attachment. | later contacted franchisors who expressedinnterest
participaing directly via telephone or email to arrange a time for an interviewttzew |
conducted an interviesun the time specified.

The majority of franchisors who agreed to be interviewed were from the companies
attending the subsequent industry forum. This sample meant a likelihood of bias towards
the research problem and that the findings could not be generalised to the erdinsdran
population. (Thiddilemmaled to a decision to include a descriptive survey of the franchisor
population in the research design.) For ethical considerations, the interviews were not
audiotaped so as to avoid unnecessary pressure on participadisctose company
sensitive information before | was able to establish a rapport with them. Instead, | took
extensive notes during the interviews on a hard copy of the questions and expanded upon
them immediately after the interview. Later, | entered tspaopses into a Microsoft Excel
spreadsheet. Some expressions of the participants were recorded verbatim and others

represented my notes and summaries of whahparticipant had said.
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During the industry forum, my role as a researcher and thetaixte Dr the day
was explained to the forum attendees, some of whom | had previously interviewed by
telephone. The notes from the forum were then collated with the notes from the discussion
tables and sent out to the participants for their records, as wellirap Utdised in data

analysis.
Approach to analysis

The materials collected were analysed with the help of the QSR NVivo 10
qualitative software package using coding and thematic anéBaieley, 2007; Gahan &
Hannibal, 1998; Richards, 199%irst, theinterview responses recorded in the Microsoft
Excel spreadsheet were imported into NVivo as a dataset. Notes were recorded from the
qualitative responses. Next, the responses were categorised into organisational codes
(Maxwell, 2013). Other materials wemmported into the software, including all written
QRWHY SUHVHQWHUVY VOLGHV PHP&Wlarl jegeivater2l&c H DIWH L
formed part of the analysis. Subsequently, a hard copy of organisational codes was
produced and reviewed to mmthe analysis further to substantive codes (Maxwell, 2013).
Substantive codes were then used to present the text data in a visual form using the
modelsttool in NVivo that facilitates developing models from coded {Btzeley, 2007)
This step enabledufther understanding and interpretation, which helped make the codes
more abstract, linking them with theory and key underpinning themes. Models were also
instrumental in presenting data in this dissertation, together with illustrative quotes. Finally,
the FRGLQJ DQG LQWHUSUHWDWLRQ SURFHVYV IROORZHG 0D[Z

Descriptive online survey 2012 and 2014

The questions for the descriptive online survey were developed and informed by the
preceding exploratory stage. The first phaseeaéed a need for a larger population of
franchisors to be surveyed in order to comprehend the key trends in franebsomerce
in relation to areas such as preditaring models, to understand the impact on franchisor
franchisee relationships, and tailg an overall profile of the state of developmehthe

V HF W-Rdthfnércél The survey was used to complement the exploratory phase and to
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survey a larger sample size as well as to verify the findings of the precedingplieg&
its potential bias.

Hence, the next stage of this research reveals descriptive statistiasoormerce
strategies and activity. The online survey questions were included ifrémehising
Australia 2012and 2014 questionnaires, with the data being collected overlrberne
using the online survey softwaf@ualtrics The population was derived from a database
PDLQWDLQHG E\ *ULIILWRécife QaeNtie Ufdt L Franfhising VExEellence
(APCFE). Franchising Australiasurveys have generated detailed and comprehensive
reports on the status of the Australian franchising sector on a biennial basis since 1998
(Frazer et al., 2010)he data analysis was completed using the SPSS software package for
descriptive population demographic data and basic statistical tests, whidhceulo
GHVFULSWLYH GDWD RQ WKH VdémmeRrRe&Sirste§iesRTNeQuestohdVK UHV
included in thisinstrument focused on how online sales were managed within a franchise,
including profitsharing models and@@mmerce effects on franchig relationships (see

Appendix E).

In order to ensure rigour in thesearchresults,two nonresponse bias testere
performed during the data analyéisazer et al., 2014}irstly, the common statistical test
of comparing early respondents and latgposdents was conducted on 20 key variables.
Late respondents are believed to be similar to-nespondents because they respond less
readily for example,only after prompting). During the second testsample of 30 nen
respondents was compared with th23 survey respondents on key variables such as
industry, age, size, location and international activity. The results of both tests indicated
that there were no significant differences between the two groups compared in each test
(Frazer et al., 2014)

Phase IlI: In-depth explanatory phase: Multiple case study and Expert interviews.

Following the exploratory and descriptive first phase of researcldepth
explanatory qualitative research was undertaken. A multiple case study approach was
selected for thigpurpose to gain a comprehensive understanding (Eisenhardt, 1989b) of
several caseffranchise organisations) in order to study thegoenmerce strategies from
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the multipleVWDNHKROGHUVY SHUVSHFWLYHV I1UDQRBORNVRUV 1UD
defLQHV D FDVH VWXG\ DV DQ LQTXLU\ WKDW 3LQYHVWLJDWH
reatlife context; when the boundaries between a phenomenon and context are not clearly
HYLGHQW DQG LQ ZKLFK PXOWLSOH VRXUFHV tRd HYLGHQI
purpose of this study is revelatafyin, 2009) where an understanding of the phenomenon

iIs sought (Merriam, 2009; Stake, 1978). It involves studying the phenomenon in the
bounded contexfMiles & Huberman, 1994df franchiseorganisations employing B2C

Hcommerce strategy. Case study research is also a useful approach when the research
REMHFWLYHY DUH WR H[SODLQ FXUUHQW VLWXDWLRQV WKl
(Yin, 2009) as in this study. A multicase approach reflects the pragnmtikisophy
XQGHUSLQQLQJ WKLV VWXG\ DQG 3SURYLGHYV DQ RSSRUWXC
pragmatic practices involved inare@ LIH FRQWH[W~ OHUULDP 6WDNH

As this research is primarily concerned with studying a phenomfemoplications
of eecommerce in franchisirgand not a particular case as such, the franchise systems
were selected asstrumentalcases thatollectivelyprovide insight into an issugStake,
1994) The cases themselves are of secondary nature and sefaeditate understanding
the research proble($take, 1994) In addition, the interaction between a phenomenon and
its context is best understood throughdipth case studies (Dubois & Gadde, 2002).

In this research, a multiplease study (as opposém a single case) approach was
selectedYin, 2009) The use of multiple cases can enhance the precision, the validity or
generalisability, and the stability of the finding®lerriam, 2009; Miles & Huberman,

1994) Pragmatically, having multiple case steslis beneficial due to the contingent nature

of PHD research. The initial research design included more than two cases; however, the
level of involvement for the participating company as well as the criteria for case selection
did not allow for more case® be includedHuberman and Miles (1994uggest that
including several cases that are carefully ordered along a key dimension can provide
powerful explanations. The cases were selected because it was believed that understanding
them would lead to a bettunderstanding of a still larger collection of cases (Stake, 1994).

Case selection criteria are discussed in the following section.
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Selection of cases

Selecting appropriate cases represents the biggest sampling challenge in case study research
where cass are instrumental (where the phenomenon is of primary importance), rather than
intrinsic (where the case itself is of primary research inte(estiperman & Miles, 1994;

Stake, 1994) Selecting cases at random or basing them on convenience is not
recommaded as this does not attain the goal of a case study approach, which is to gain as
much insight as possible from each case. Hgmagosefulsamplingwasused(Eisenhardt,

1989b; Huberman & Miles, 1994The cases selected were to represent a largetapiopu

of caseg franchise organisations in Australia employinganmerce strategies in their
traditional service or retail business. The best possible explanations of phenomena were
sought and, therefore, the cases were seen as opportunities to stptgribmendYin,

2009)

The choice of the cases was deliberate. The first criterion for selecting these cases
was their leading position inr@mmerce within their industry. Furthermore, their focus of
franchisee satisfaction was important to ensarseletion of franchisors that exhibited

bestpractice in the sectpthus in the cases selectédnchisees were engaged during the

SURFHVV RI GHYHORSLQJ WKH H FRPPHUFH PRGHO IRU WKH

were selected sindeao and Frazer (40@) found that mature Australian franchisors (older

and larger systems) had better developed web strategies. The representativeness of the
cases within the phenomenon under scrutinga@merce in franchising) was deemed
important (Stake, 1994) Therefore,the cases selected were achieving within the sector
average of 5 percent of their total sales on(fAezer, Weaven, & Bodey, 2012; Frazer et

al., 2014) and had not had a dramatic increase in their sales from the online channel (for

example, Dominos) arere not purely trading online (for example, Aussie Farmers Direct).

7KH FDVHV ZHUH VHOHFWHG IURP )5,V DQG $3&)(1V
two phases based on the selection criteria formulated after the first phase was completed
thus informingthe next phase of research. The two cases selected for this research were
both a mix of retail and service industries (that is, both cases provided a physical service as

well as holding retail outlets). These cases were selected as theyHaaddllengs of
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traditional retail networks as well as those of service networks. Franchisee involvement in
the ecommerce strategy was also considered an important criterion, since the first phase of
this research had revealed that those networks that involvedrdraihisees had an easier

path to gaining franchisee acceptance on this innovation. Table 3.1 betoantstxplains

the criteria used when selecting cases for this research.

Table 3.1: Criteria for case selection and characteristicef chosen cases

Criteria for case selection Description Case 1 Case 2
System age Mature systems (over 10 Founded in 1993 Founded in 1992
years) +FA survey 2014, p.
30
System size Large systems (more than 106 retdiservice 70 retail centres and
50 total units) tFA survey centres (selfeported 250 mobile (seH
2014, p.35) data 2012) reported data 2013)
Plural form or pure form Franchise organisations 1 companyowned No companyowned
franchises with minimal percentage of unit units, 100 %
companyowned units franchised
Level of franchisee Prior interviews identified  High levels High levels
involvement sophisticated methods of
franchisee involvement
Industry Mixed service and retail Transport, postal and Administration and
warehousing* support services*

Percentage of online sales Percentage of sales throug Approximately 5% Approximately 5%
online channel from the
total number of sales

Level of ecommerce Established successful Yes Yes
development and strategy =~ Hcommerce strategy
success
Brand recognition Established brand in its Yes Yes
industry
International operations Franchising outside of Yes (NZ and UK) Yes (NZ and US)
Australia

Source: Developed for this research.

* Classification of industry according Evanchising Australia 2014Frazer ¢al., 2014)

The franchisor was interviewed first in order to understand the overarching
company philosophy towards-oemmerce as well as the process of implemensing
Hcommerce strategy in the busineBxt, interviews were conducted with franchisees,
four in each case. Franchisees were selected to gain as much variability as possible,
DFFRXQWLQJ IRU GLIIHUHQW DJHV DQG WLPH VSHQW LQ Wt
provided by the franchisor based on the criteria thatdlgravided to them, wich were
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easily verifiable with franchisee participants, and setout in Table 3.2. Thus, a total of
five to six interviews were conducted within each franchise. The sampling approach is

explained in the following section.

Sample selection within eachse

In addition to sampling dilemmas of the cases themselves, there are choices to be
made for sampling within each given case. The researcher needs to sample an intricately
nested range of activities, processes, events, etc.; such choices are diiveoryyrather
than a concern ofepresentativeneggHuberman & Miles, 1994)These choices usually
evolve througtsuccessive waves of data collection. An example of this would be deciding
to select franchisees with prior experience of service on the @&hchise Advisory
Council), especially during the time of design and implementatioitso-commerce
strategy. This decision came about due to the fact that interviews with franchisors revealed
KRZ LQVWUXPHQWDO WKH )$& L \edo@memdksuatedy. JTHeoédfel WV QH\
| kept questioning my perspectives and collected data in order to sample franchisees
appropriately(Huberman & Miles, 1994) IRU H[DPSOH 3:KDW FKDUDFWHULV\
or knowledge do franchisees need to possess (@evitatia do they need to meet) in order
IRU XV WR OHDUQ DV PXFK DV SRVVLEOH IURP WKLV FDVH"’

Following the franchisor interviews, the franchisor was asked to provide a list of
four to five franchisees and their detablased on specific criteria (as deked in table
3.2). The goal for including these criteria was to achieve as much variability as possible
between franchisees who were interviewed. In each case, the franchisors were asked to
provide the list of franchisees to be interviewed where:
i. at leastone of the franchisees would be an FAC member (when-ttmmenerce
was implemented into the system and current member)
ii. atleast one of the franchisees would be a muuiit franchisee
iii.  at least one of the franchisees would be a stugié franchisee
iv. frandisees would have different experience in the system in terms of the number of
years that they have been a franchisee (in other words, not just the experienced

franchiseesnd notjust the franchisees new to the system)
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v. franchisees would have a variety opinions, feelings, and experiences with
e commerce ranging from embracingcemmerce from the start to being very

sceptical of its worth.

Table 3.2: Criteria for franchisee selection

Criteria for selecting franchisees Description

One FAC member (currently) One that is a current FAC member, involved
ZLWK WKH EUDQG DQG DFW
life as well as familiar with FAC structure and

processes

One FAC member (at the time of ecommerce One that wasn FAC membeat the time of

implementation) Hcommerce strategy implementation (very
involved and knowledgeable about the proges

A variety in the number of years in the Not just experienced franchisees or just new

system franchisees

Multi -unit franchisee In the sample there has be at least one single
unit franchisee

Single-unit franchisee In the sample there has to be at least one mu
unit franchisee

Variety in territorial position A variety as to different states of Australia as
well as demographic density (CBD, suburban
rural)

One that embraced ecommerce One that embracesammerce right from the
start

One that was sceptical of @ommerce One that did not embracecemmerce from the
start and was sceptical about its benefits for tl
system

One WKDW ZDV 3R Q@bWKH |IHQF One that was neither par-against ecommerce

Hcommerce +did not have a strong opinion about it

Source: Developed for this research.
Case study matrix

Several methods and sources were used to gather empirical materials about the
cases selectedThese methods included (a)-depth interviews with franchisors and
franchisees; (b) analysis of the official websites of the cases; and (c) customer feedback
UHJDUGLQJ WdéHmech \stiatefjiedd The inclusion of multiple sources and
perceptions igecognised to serve triangulation, thereby ensuring the quality of research
findings (Stake, 1994)
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ORUHRYHU FXVWRP H U \{donthitidd-ddBwreR Qf theRranshiséi H
were assessed through analysing customer reviews availablelotethetafter all other
materials were gathered. Table 3.3 below represents the matrix for data collection for this

phase of research.

Table 3.3: Case study matrix

Case Franchisor interviews Franchisees interviews| Website content analysis &
custonmer feedback
Franchise A | Operations and Innovations| 4 franchisees - Website
manager - Customer feedback from the
Internet
Franchise B | COO 4 franchisees - Website
& Digital Marketing - Customer feedback from the
manager Internet

Interviews with franchisg sector experts

Over the course of this research, an additional dimension was achieved through
interviewing sector experts in relation tecemmerce in franchising. The experts were
asked to reflect on their experiences with their franckofients wlen the franchise
embarked on the journey of incorporatingcaanmerce strategy into their traditional
(LEULFNV DQd sérRdd\Whibtefl The interviews were unstructured and the
interviewees were prompted to explain further on the areas of intertbst tesearch. The
special expertise of each of these categories of experts was drawisapdrigure 3.4).

For instance, the financial adviser was asked to atefn financial structures or
Hcommerce and profgharing models, and franchise lawyesse asked to reflect on how
Hcommerce practices affect the rights and obligations of franchisees and franchisors under

the franchise agreements and the law.
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Table 3.4: Expert interview participants

Expert category Number of interviewees
Franchise consultant 2
Internet consultafit 2
Franchise financial adws 1
Franchise lawyer 2
Total 7

Source: Developed for this research.
Phase IlI: Legal analysis.

The concluding phase of this research involeeldgal analysis, which had the
imperative of addressing, firstly, how the regulatory framework has impacted upon the
development of €ommerce in relation to franchising, and secondly, the manner in which
the legal issues governing this area can be recondiethis phase, | also reflead upon
the findings and results of preceding phases. In the literature, this synthesis of prior phases
RI GDWD FROOHFWLRQ DQG DQDO\VLYV LV UHIHUUHG WR DV
(Creswell, 2009, p. 213)

The research data pertainirggthis legal analysis were collected from both primary
and secondary sources. The primary data included legislation, judicial decisions and/or any
relevant reforms, and interviews with practitioners. The secondary data included books,
research studies, jouwal articles, and reports. Therefore, the research objectives were
achieved by firstly analysing existing loopholes in both statute and common law in relation
to the subject matter. In addition, several interviews with legal practitioners with expertise
in franchising matters were conducted, which added an extra dimension to the depth of
analysis, allowed for inclusion of multiple perspectives, and improved the quality of

findings by facilitating triangulation.

* Internet consultants were selected for their expertise in the franchising sector and the number of franchise
clients they are servicing.
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As a result, a probleroentred approach wased, which comprised the following:
(a) identification of problems; (b) collection of information; (c) analysis of existing laws;
and (d) recommendations. Various legahceptsvere examined under both statutory law
(for example,the Australian ConsumelLaw (ACL) as set out in Schedule 2 of the
Competition and Consumer Act 201ihe Franchising Code of Condwnd other relevant
legislatior), and the common law in order to better address the effecte@mhmerce on
franchising practices. In additiothese legislative acts were evaluaiadthe context of
their adequacy to provide a sufficient framework to suppibre developmentof
Hcommerce on franchising. Furthermore, this analysis also suggested future areas of law
reform in order to facilitate th&urther effective growth of franchising in arcemmerce

environment.

Ensuring the quality of research findings.

Various research approaches use different techniques to ensure the quality of
findings: for quantitative research, tkeare notions such as liability and validity
(Neuman, 2006); for qualitative research, these criteria are reflected by the terms

trustworthiness and credibilifilverman, 2010)

In the quantitative study, reliability and validity were ensured through pretesting
and pilot teing (Neuman, 2006). Theranchising Australiasurvey was first pretested
with Griffith University staff, and then pilot tested on a sample of respondents. The
research followed the highest standards of rigour in quantitative research with two

nonresponsebias tests performggrrazer et al., 2014)

For the qualitative methods, trustworthiness and credibility were attained through
triangulation and selonitoring, membechecking of interview transcripts, credibility
testing by having another researcher &e@ number of interviews, assuring congruence
between research issues and features of the study, and using a prottdeatése study,
as well as other techniques (Riege, 2003). The constant comparative r(ttitaads &
Corbin, 1998)used in the datanalysis of the second phase of this research is also

instrumental in increasing the quality of the research findings.
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Triangulation.

Triangulation was used to ensure the quality of research findings in se:gsl
(Huberman & Miles, 1994)Firstly, datatiangulation? the use of a variety of data sources
in a study was employed; the data were gathered from participants from various
stakeholder groups, including franchisors, franchisees, experts, and customer reviews.
Secondly, methodological triangulatiorasvused, that is, multiplpproacheshat centred
on the research problem were implemented: the interview stage, the industry forum, and the
survey. In addition, prominent scholars in the franchising domain specifically suggest
conducting fieldbased resach to gather evidence from the franchising practice, adding to
current research in franchising, which is mostly based on surveys and secondédadtata
et al., 2011)

Ethical considerations.

Qualifying for an Expedited Ethical Review Level 1, this e#sh was granted an
approval (GU Ref No: MKT/27/11/HREC) from the Griffith University Research Ethics
Committee in February 2012, prior to commencing phaddehe data collection. Thus, the
ethical conduct in this study was guided by the Griffith Unitgr€Code for the

Responsible Conduct of Research.

Numerous ethical concerns were addressed through the research design. The
objectives of this research are transparent and there is no intention to use deception,
disguisel or covert methods of data collemt. The ethics application described in detalil
how the participants would be notified of the research objectives and the nature of their
involvement. The information sheets illustrated full, honest, and open disclosure and the
consent forms outlined théghts of participants, including their voluntarily involvement
and the protection of their privacy andnfidentiality (see AppendicesJHor information

sheets and consent forms for each phase of study).

Due to ethical considerations, the interviewshe first phase of this research were
not audierecorded rather, extensive notes were taken during the interviews and expanded
upon immediately after. This decision was made to make the participants feel more at ease

during interviews since the particiganwere not personally acquainted with me. The
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interviews wereconductedover the phone and some questions were asked on financial
figures, which may be of a sensitive nature for somelisted companies. The informed
consent form was sent to the partanps via email before the interview and their oral
consent was sought at the start of the interyigiter | had explained the nature and the

purpose of the research.

In the second phase of this research, prior discussions with the participants took
placeeither over the phone or via email about the nature of the case study research to seek
the consent of the franchisor to participate. Then, the information sheet and the informed
consent form were sent to the franchisor and if they agreed to participeyewére
interviewed this was audierecorded with their permission. Subsequently, a list of four
franchisees was requested from the franchisor based on the criteria specified in this
research Table 3.2). Franchisees were then contacted via email or @rahevere also
provided with an information sheet and informed consent form via email. Their verbal
consent to participate as well as for the interview to be awediordedwas confirmed
before starting the interview. Similarly, with sector experts, intevsiwere audivecorded

(apart from one) with their permission and their consent was sptighto the interview

In addition, the participants were offered to meratdeeck their interview
transcripts, thereby empowering them to verify and confirm tbeitribution to this
research, which particularly supported the transparency of the research process. Finally, this
research aimed at benefiting the franchising sector, and, hence, the participants, and
resulted in high quality findings through integrity the data colletion, analysis, and

reporting.

Conclusion

This research consisted of three phases of data collection and analysis. Firstly, an
exploratory and descriptive phase was carried out where multiple methods were employed.
Secondly, an ikdepth eplanatory and confirmatory phase included the analysis of two
case studies and expert interviews. Lastly, a legal analysis of the research problem was

carried out. The rationale for using the three phases of research described above was as
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follows: to expbre the issues pertaining to implementationaofe-commerce strategy in
franchise networks; texplainand toconfirm (or refute) the findings of the exploratory
phase; and texaminethe related legal issues as they are a cornerstoneahmerce in

franchising; andinally, to synthesise the findings.

This chapter has described in detail the methods used to conduct this research. The
systematic collection and analysis of empirical materials have allowed me to make an
original contribution to the field foexisting knowledge in franchising research. The
analysis and the findings arising from implementing these methods are discussed in
subsequent chapters.

60



CHAPTER4- )LQGLQJV -3 KHBORUDWRHVBWEGWLYH
3KDVH

Introduction

This chapter presents the findings/ealed during the first phagexploratory and
descriptivg of this research. An overarching exploratory approach was chosen for this
study owing to the scarcity of published reseatblat combines franchising and
Hcommerce (Cedrola & Memmo, 2009) atiet need to expre the issues pertaining to
Hcommerce development in Australian franchising networks (Rao & Frazer, 2010). This
study was undertaken to understand the current statecoimmerce in the Australian
franchising sector as well as the chajjes the sector was facing in this resg@anzin &
Lincoln, 2000; Merriam, 2009; Yin, 2009 The data were gathered through a-stege
process that involved (1) semiructured telephone interviews with franchisors and (2) a
moderated industry forum wherfranchisors and industry experts openly discussed their
strategies and concerns with respect-tmmmerce. While the interviews allowed five
identification of issues and challenges with individual participants, the forum enabled an
open exchange ofleas between participants aheco-generation of rich data.

In the first stage, | conducted brief, sestiuctured interviews with 51 senior
franchisor executives over the phpapproximately 15 minutes in duratiofhe interviews
in this phase of resezh were not audivecorded due to ethical considerations, as explained
in Chapter 3. Instead, extensive notes were taken during the interviews and expanded upon
immediately after the completion of the intervielhe sample was selected from the
databastof 175 franchise systems through an email invitation to participate in a short
telephone interview. Overall, 54 companies responded to the invitation to participate and 51
interviewsin total were subsequently completed (see Appendix 3.A). The intervigu sc
ZDV UHODWLYHO\ VWUXFWXUHG ZLWK TXHVWLRQV IRFXVLQ
,Q SUHSDULQJ IRU WKHVH LQWHUYLHZYVY |, DVVHVVHG WKH Z

® The database is owned by a privAtestralianbased franchising consulting company, Franchise
Relationships Institute.
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order to better appreciate the nature of their business as wékiagcommerce status,
using criteria elaborated by other researchers (Cedrola & Memmo, 2009; Dixon & Quinn,
2004; Rao & Frazer, 2008)This preparation phase also allowed specific topics to be

further explored during the interviews.

The second stage tis exploratory research phase consisted of a moderated open
discussion forum. The forum was held as a-@iay event where 70 senior franchisor
executives and-eommerce experts exchanged knowledge and experience on how franchise
networks can address ethchallenges as well as take advantage of the opportunities
presented by-eommerce. Facilitated by a moderator, the event consist@l azse study
presentations followed by an open exchange €éndroundtable discussions where
participants deliberateon ecommercerelated topics that were identified as holding the
most uncertainty for the sector. Extensive notes were taken by six nominatedkeose
including myself, which constituted part of the materials that were analysed.

Two different approdees were used to interpret the empirical materials gathered
during this research. Firstly,descriptive analysisf the materials was conducted and, as a
result, an understanding of the current state otanmerce in franchising and the
challenges was gaed. Secondly, a more-gtepth analysis throughthreelevel coding of
the empirical materials collected during this phase of investigation allowedhéor
identification of certain concepts and themes with respect to the research question. The
models inthethematic analysisection were developd&ilverman, 2010yith the help of
the NVivo 10 software package. The final model combined the key concepts that emerged

during both phases of this research as well as literatures that inform this research.

This chapter is structured to report two levels of analysis in a consecutive manner.
The descriptive analysiss reported first, followed by théhematic analysisin the first
phase, the franchisors interviewed represented a -sedtor sample with establisth
networks of franchisees (with a mean of 162 franchised stores or franchise operators) and a
recognisable brand name. The sample, which represented most major sector industries as

categorised ifFrranchising Australissurveys(Frazer et al., 2010, 2012rdzer et al., 2014)

®7KH TXHVWLRQV XVHG IRU DVVHVVLQJ WKH ZHEVLWHY ZHUH DV IROORZ
RQOLQH" DQG 3$UH WKH\ DEOH WR SD\ IRU WKH SURGXFW VHUYLFH RQ(
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included retail trade, accommodation and food services; administration and support
services; and other services. The findings deriving from this research phase were combined

under the themes presented below.

Descriptive Analysis

Semitstructured interview findings.

7KH LQWHUYLHZ VWDJH UHYHDOHG WKH IUDQFKLVRUVT
e-commerce through their eagerness to participate in the research and to obtain the resulting
report. The analysis indicated that ehed of the companies already had a weised
facility where customers could purchase their products online, while the remaining two
thirds of franchisors did not have a functioningcanmerce platform. Those with
established eommerce found that around 2 %opercent of their sales occurred online;
however, many found that their online purchasing facility geneesgetstantial amount of
leads and/or wstore sales. These results are consistent with those found in recent
Franchising Australiasurveys(Frazeret al., 2012; Frazer et al., 201Qver 80percentof
those in the current study who did not have -@ommerce component in their business had
decided to implement one and were either in the testing phase (35%) or had decided to
proceed but were stillnvestigating how the technical, financial and operational aspects

wouldwork (50%),as illustrated in Figure 4.1 below.
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Figure 4.1: eCommerce development stage among franchises that do not engage in

online sales

Source: Developed for this research.

Those who decided to proceed wittcaanmerce and were close to launching
expected on average about 2 to 5 percent of their sales to occur through an online channel,
however, once again, they claimed to retytheir ecommerce platform as an alternative
marketing channel more than as a direct sales tool. Their expectations were based on
competitor information and national industry research as well as overseas experience of the

same industry or brand.

The magrity of franchisors who were engaging it@mmerce or were planning to
do so in the near future indicated that they intended to share profits generated online with
their franchisees, the percentage of which varied from all profits being reimbursed to
franchisees (usually less a minor transaction/administration fee) to none at all. A few
franchisors said that all the revenues generated via online would be transferred to the
marketing fund, while most others explained that profits would be split betwegmduad
IUDQFKLVHHY DQG WKH PDUNHWLQJ IXQG RU D VSHFLDO 3RQ
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Franchisor-franchiseerelationships and franchisee involvement.

The majority (95%) of franchisors indicated that their franchisees were involved in
developing the .eommercestrategy for their network, either actively involved (50%) by
forming steering/consultative committees or providing regular feedback on certain aspects,
or involved to a lesser degree (45%). Only 5 percent of franchisors reported that their
franchisees wernot involved at all in the process of elaborating the strategyustrated
in Figure 4.2 belowThe results ofFranchising Australia 201,2based on a similar sample
size, are consistent with these findings and suggest that over 56 percent of dranchis
involved the franchisees in the development of thmramerce model to some degree.
Specifically, 26 percent reported to have extensively involved their franchisees, and a
further 30 percent reported involving their franchisee in the decisions aretordreerce

to a lesser degrd€razer et al., 2012)

Figure 4.2: Franchisee involvement in the development of-€Eommerce strategies

Source: Developed for this research.

In addition, the analysis of the rfon discussions suggests that franchisee
involvement in executing strategy has to be determined based on, firstly, the nature of the

franchise and, secondly, on the logic behind distribution arrangementsdaraerce. The
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manner in which franchisees whle involved has to be carefully considered as this will
have an impact on the prefiharing model. The strategic decision around execution is
crucial to the success of any online business, as the inability to fulfil orders in a timely
manner and with accacy is one of the leading reasons for failure-commerce (Plave &
Amolsch, 2000).

FUDQFKLVHH DWWLWXGHYV WdtmErteGstratéfigdHdt wer®@ HW Z R U N §
reported by the interviewed franchispnevealed encouraging comments related to
e commere. The majority of the franchisors (75%) believed that their franchisees were
3SKDSS\ ZLWK”" 3VXSSRUWHG” DQG HYHQ 3SXVKHG" WKH GHF
some, franchisees especially enjoyed the fact that through online sales they could acquire
aQ DGGLWLRQDO 3VRXUFH RI LQFRPH ZLWKRXW KDYLQJ V
franchisors admitted that initial reactions towards online sales were mixed and they had
only gained franchisee acceptance through consultation and open communication. Others
(appoximately 15%) reported that their franchisees were currently unsure or had mixed
feelings about online sales for their network. A small percentage of franchisors disclosed
WKDW WKHLU IUDQFKLVHHV ZHUH 3VFDUHG ™ RUNMERQFHUQH

sales or that the franchisoowld compete with thermas presented in Figure 4.3 below.

Figure43 )UDQFKLVHH DWWLWXGH V-GurRnZelct) shratefiekK HLU V\VWHP "

Source: Developed for this reseh.

66



Nearly twothirds (65%) of the franchisors reported thatoenmerce had a positive
Impact on their relationship with franchisees, similar to any other innovation initiative that
had beensuccessfully implemented, thus assisting the franchise netiwmrremain

competitive as illustrated in the bar chart in Figure 4.4 below.

Figure 4.4: The impact of eCommerce strategies on the franchise relationships.

Source: Developed for this research.

Challenges.

The main challenges identified by franchisors were as follows: (1) operational
(execution and integration of online andsitore environments); (2) financial (deciding on
the pricing and revenue structures); (3) relationships (working with franchipeetations
and buyin); (4) legal (managing franchise agreements, exclusivities of franchisee
territories and pricing); (5) logistics and distribution (organising supply chain logistics,
managing stock); (6) customer service (managing the customer exgerimth instore
and online); and (7) technological (for example, adapting websites @othrmerce

facilities for mobile devices). The challenges identified in the first stage of this research
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were used as rourtdble topics at the industry forum to inforthe second stage of

investigation.

The following comment from one of the forum participants encapsulates the most
significant challenges currently faced in franchising in relation tRPPHUFH 3WKH FULW
iIssue is that franchisees are key stakehsldEhus, trust, culture and the relationship itself
are at stake, not just the money. Therefore, acting decisively without careful consideration
RI DOO VWDNHKROGHUY FDQ EH MXVW DV IDWDO DV IDLOLQ.

Operational aspects of-€ommerce strategies.

Theintegration of online and istore environments was recognised as a concern by
most participants. The most successful integration strategy for retail networks was a model
whereby customers ordettheir product online and pieklit up in the store. This odel
was found useful in connecting the marketing and distribution channels, creating certainty
and convenience for customers and enhancing custoammhisee relations as well as
adding value to the sale completed online. However, the research reVvedlad bngoing
training program may be required for franchisees and their staff to educate them on the
online side of the business in order to ensure that the virtual and the physical store
environments are aligned under a consistent brand image and.vElagsng programs
like these would include both thecemmerce component and online presence in general,

as the two are interlinked.

Financial aspects of €2ommerce in franchising.

Financial aspects of engaging kt@mmerce were also subject to debatee costs
of setting up and maintaining an online store were discussed and were found by many to be
equivalent to the setp costs of one franchise outlet. Since many franchisors admitted that
the costs were initially underestimated, it is important tihafitpsharing arrangements are
finalised after all the costs have been calculated. The literature also supports the importance
of estimating the costs of initial investmeatcuratelyin order to maintain a healthy
relationship with franchisees (Knack & dg&ldhart, 2001). The costs also depend on a
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number of factors, such as whether there are consultants involved in the process of setting
up an ecommerce platform, and whether the site is managéduise or by a third party.

Franchising relationships andifanchisee acceptance.

In line with the proposition made by Dixon and Quinn (2004) and with the findings
of Rao and Frazer (2010), this study found that franchisee acceptaneeowinerce
strategieds a major challenge that franchisors face. As suchgliaars need to have a
thoughtful approach when releasing these strategies to an entire network in order to avoid
raising unnecessary confusion and fear among franchisees. Strategies have to be well
considered and costs have to be carefully calculatedéebdtiey are presented to a wider
group of franchisees. Moreover, franchisee involvement in the strategy is crucial in order to
ensure franchisee acceptance and successful implementation through the entire franchise

network.

Territorial rights and other le@l considerations.

Finally, legal aspects of@mmerce for franchisingaised many concerrsnongt
the participants. It was found to be inadvisable to use marketing fund money for paying the
setup costs of the-eommerce platform as it could potentiatlguse legal complications,
such as those encountered in the® R F NV | (ByBocks Holdings Pty Ltd v Top Ryde
Booksellers Pty Ltd2000). Furthermore, it is necessary to review the franchise agreements
and consider the territorial rights of franchiseseswall as any provisions regarding the
ownership rights pertaining to the registration of domain names, which many franchise
agreements either omit or do not regulate adequately. In relation to pricing, consumer

protection laws and other relevant legaligitions need to be considered.

Thematic Analysis

Through thredevel coding using NVivol0 software, key themes that emerged from
the interpreted empirical materials were identified. The first theme identified was
participation of franchisees in developingnd executing the-eommerce strategy; the
second was a broad theme arodrahchisee opinions and fearand the third was the
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process of gaining franchisee acceptance and-ibuwith regard to introducing and
implementing an «€ommerce strategy withinnaexisting franchising model. Finally, an

overarching model was created where all key conaepitsinterrelated.

Analysis of participation theme.

For the purpose of this research, the participatioframichisees in formulating an
Hcommerce strategy waanalysed in detail through thrémvel coding. Three key
dimensions of participation were identified, namelgpth breadth and participation
medium The illustrative models were constructed for each parameter to visually present the
findings. The models are then complemented by quotes from the interviews in order to

give examples of the meaning of each category.

Depth of participation.

The depth parameter indicates a scale according to which participation is evaluated
it ranges from little or no involveemt of franchisees in the strategy formulation to a fully
participative approach where franchisees are fully involved in planning, developing, and
sometimes trialling the new system. Four categories emerged with respect to the depth of
participation, which in ascending order, are as followsp-down process,discussion
consultation(cooperation), andollaboration The model in Figure 4.5 illustrates the scale
of depth of participation, and the four categories will be defined further. The extended
versia of this model is presentéd Appendix Kand contains illusative quotes for each

category.
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Figure 4.5: Depth of participation scale

Source: Developed for this research.

Thetop-down(or co-ordinaion) approach is characterised by the franchisor using a
mechanistic and directive approach to management. In this approach, franchisee input is
generally not sought and the franchisees do not take part in the deneskamg or strategy
creation process7KH IROORZLQJ TXRWHV LOOXVWUDWH WKLV DS
strategy] at the next FAC [Franchise Advisory Council] meeting, but head office will have
WKH ILQDO VD\" 3>IUDQFKLVHHV KDG@ PLQLPDO LQSXW ZH

The discussia level of the participation scale involves slightly more involvement
from the franchisees. In this approach, franchisors seek some kind of input from the
franchisees and generally communicate more with their franchisees about the change of
introducngecRPPHUFH W LV LOQWHUHVWLQJ WR QRWH WKDW LQ
GLVFXVVHG™ PHDQW WKDW WKH GHFLVLRQ DQG WKH VWUD'
franchisees as a oweay communication act rather than a genuine discussion. The
following TXRWHV LOOXVWUDWH WKLY DSSURDFK 3>:H@ KDG D
MIRKHDGYT IURP WKH IUDQFKLVHHV ™ 3 WZDPYXD G PIHHW IRQ G

The consultative(cooperation) approach is characterised by greater participation
from the franchisees, with more input and feedback being sought. In this category,
PDQDJHPHQW LV JHQHUDOO\ LQWHUHVWHG WR KHDU IUDQF
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3> H DUH@ JHWWLQJ WKHLU LGHDV DERXW LW" 3NH PDGH VF
S7TKH\ KDG LQSXW DV WR ZKDW WKH\ ZRXOG OLNH WR VHH RC

The collaborative approach was described as the process where strategy
formulation is undertakewith the franchisees (that is, franchisor and franchisees working
together), and wherdlastakeholders have been considered and their opinions taken into
account. A distinct characteristic of this approach is the presence of franchisee participation
in an organised form through support groups of key franchisees, such as special committees
and project teams, or FAC meetings dedicated tcommamerce strategy. Interviewees
generally sounded more enthusiastic about themnremerce strategies where franchisee
involvement was extensive and therefore franchisee acceptance and support was greater.

ThH IROORZLQJ TXRWHV LOOXVWUDWH WKLWitD®BSURDFK
IUDQFKLVHHV® 32K \HV >)UDQFKLVHHV ZHUH@ YHU\ DFWLYF

Breadth of participation.

Another parameter was the breadth of participation; the scale reflects the rggularit
and the continuity of franchisee participation over the different stages of the process of
planning, developing and implementing arca@mmerce strategy. The analysis of the
empirical materials enabled the development of the four categories model keflewtjnmg
KRZ EURDGO\ IUDQFKLVHHV S D WashmErce SrittegyGdelveopiidatd QHW Z F
The categories are as follows: no involvement, involvement in making decisions on certain
aspects, involvement in development and/or trial, and regular atidwaus involvement.
The model in Figure 4.6 illustrates this parameter. The extended version of this model is

presentedn Appendix Land contains illustrative qued for each category.
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Figure 4.6: Breadth of participation scale

Source: Developed for this research.

Firstly, the franchisors whalid not involvetheir franchisees in the strategy
formulation described the process as being entirely developed and executed by the head
office. The following gXRWHYV UHIOHFW WKLV DSSURDFK 37KH\ KDY
LQYROYHG™ 37KHUH ZDV QR LQYROYHPHQW RI WKH IUDQFKIL
OLQH" 37KH\ ZHUH QRW PXFK LQYROYHG 7KH KHDGTXDUW
VA\VWHP ~

Companies Wwere franchisees were involved oertain aspectsof making a
GHFLVLRQ DERXW -urknikkce staktely hadUaNstightl\Hdifferent approach to
franchisee patrticipation. They sought input and feedback either at certain critical planning
stages of thestrategy development or stages where franchisee input was absolutely
necessary, or where the franchise agreement required an approval by franchisees. For
HIDPSOH VRPH IUDQFKLVRUV LQGLFDWHG WKH IROORZLQJ
andthenKH\ ZHUH NHSW LQIRUPHG" 3:H VHW XS D FRUH JURXS
ZLVK OLVW RI ZHEVLWH UHIUHVKPHQWYV" 37KH\ KDG LQSXW
QHZ ZHEVLWH  3)LQDQFLDO SDUW ZDV DUULYHGedW E\ PXYV
SULFLQJ ZLWK IUDQFKLVHHY DQG GHFLGHG WKH SULFLQJ VYV
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Participation in strategylevelopment and a triabf the system entailed more
comprehensive input from the franchisees. Franchise systems that fell into this category had
franchisees triallinghe online ordering system or were quite extensively involved in the
development of the-eommerce strategy. The following quotes are indicative of a majority
RI UHVSRQVHV 3320QH IUDQFKLVHH KHOG D WULDO RI WKH F
hiccups 36 WDJH WZR ZLOO LQYROYH D WULDO E\ ILYH VWRUHYV

Continuous and regular involvemeribormed a category on its own where
franchisees participated in the strategy creation more or less from the start to the
implementation phase, where their feedback wasimaously evaluated and taken into
DFFRXQW )RU LQVWDQFH VRPH IUDQFKLVRUV VDLG 3:H D
IHHGEDFN"~ 3)UDQFKLVHHV KDYH KDG UHJXODU LQYROYHI
FRQWLQXRXVO\ JDYH WKHLU HAKH\GHH XS SRR W DIYUHR BSIUDQ

Participation media.

From the interviews that indicated an extensive involvement of franchisees in the
Q HW Z RddiNrfi&rceHstrategy, four categories emerged regarding the way that franchisee
participation has been achieved. Theyevas follows: facéo-face meetings, focus groups,
IUDQFKLVHH VXSSRUW JURXSYV DQG WKURXJkKdWkKid QHWZRU

model in Figure 4.7.
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Figure 4.7: Participation media.

Source: Degloped for this research.

Two categories deserve particular attention: franchisee support groups asd FAC
From the point of view of this research, a group of franchisees working together and with
the franchisor was the most effective way of engagingskakeholders. Interviewees had
YDULRXV GHVFULSWLRQV IRU WKHVH W\SHV RI DUUDQJHPH
3ZHE VWUDWHI\ FRPPLWWHH" 3FRUH JURXS RI IUDQFKLVHEF
trait amongall of them was that the franchisorcha formal process in place where a
dedicated group of franchisees (whether nominated orekifed) worked together on

providing input into the strategy formulation.

The involvement ofthe FAC was somewhat different from dedicated franchisee
support graps due to the strategic operational nature of these bodies of franchisees;
therefore they could not be as involved to the same extent as franchisee suppat group

which were created specifically to addressoenmerce issues. The involvement of FACs
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was dHVFULEHG DV IROORZV 3)$%$& LQYROYHG LQ ILQDQFLDC
S) UDQFKLVH DGYLVRU\ SDQHO GHWHUPLQHG SURGXFW PDL
&RXQFLO FRQVXOWHG DORQJ WKH ZD\’

Franchisee opinions and fears.

Factors positively influencQJ TUDQFKLVHHYV J-CoiRReice WD QFH RI1 H

One of the aims of this research was to find out why franchisees may embrace or
resist the introduction of-eommerce to their businesses. The responses received from the
participants covered a wide array of fegbnopinions and fears, with a number of different
reasons for these. The spectrum of feelings ranged from total acceptance to outright

rejection of this business strategy, and will be discussed in this order below.

As described in the previous sectiore tinajority of respondents (75%) reported a
SRVLWLYH DQG VXSSRUWLYH DWWLWXGH RI WKHLU I1UDQFKIL
e-commerce domain despite the fact that many of them encountered difficulties and
SWHHWKLQJ DW WKH .\ThvdoghWwhenRtic swalysig, fouR dddinQrébsons that
motivated franchisees to embracecanmerce were gehtified. First and foremost,

Hcommerce was reported as assisting franchiseexreag their sales and attract more

customers. Especially positivesponses were given by those franchisees whose s/stem
weredesigned in a way that reduced their workload since customers could largely perform
selfservice through online channels. Therefore, franchisees were more satisfied with the
system allowing themt6 PDNH PRQH\ LQ WKHLU VOHHS  DQG SURYLGL
RI LQFRPH ZLWKRXW KDYLQJ WR GR DQ\WKLQJ’

Secondly, the eommerce component was seen to generate leads and direct
customers back o thestore. There was consensus amongst franchisordramahisees
tend to embrace a new strategy more favourably when they see it work in practice. As the
technology behind the websites allows for sophisticated tracking of information on
customers and lead generation, the statistics from the back endveélikiée can be used

to demonstrate to the franchisees the impact that the website is having. One of the
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IUDQFKLVRUV UHSRUWHG DV PXFK DV 3 Rl DOO HQTXLULH
surprisingly, their franchisees beilgZ HOO HQJDJHt&y.LQ WKH VWUD

Thirdly, the ecommerce platform was seen as a way of providing additional
marketing benefits to the franchisees as they are able to better promote their business to
their local market. Finally, franchisees recognised the tendencies of the currksipiaae
and theneedfor their network to go online in order to stay competitive and thrive. They
UHDOLVHG WKDW LW ZDV BFUXFLDO IRUnugZtKBSESHEXVDQBVV’
XQGHUVWRRG WKDW WKLV ZDV 3WKH ZD\edKadmP&@rised HW ZDV

and illustrates with quotes why franchisees would embraerenmerce (Figure 4.8).

Figure 4.8: Why franchisees accept-€ommerce?

Source: Developed for this research.
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Factors adversely iInD XHQFLQJ IUDQFKLV HCONMHeREFHSWDQFH RI H

Unlike the responses reported in the previous section, the findings discussed below
illustrate various concerns of franchisees surrounding the introducticicarhmerce into
WKHLU QHWZRUN W & Xohtethsl Ware ré&porédl thylthe franchisors, ranging
from fear of the unknown and lack of trust in the franchisor to issues associated with
technology use and additional costs. All of these concerns, whether rational or irrational in
nature, could be pential barriers forthe effective management and implementation of
change. The model belowigure 4.9) summarises concerns and fears that franchisees were
reported to have in relation to the introduction efoenmerce. The size of the circle

correspondsvith the number of references to a certain fear or a concern.

Figure 4.9: Why franchisees resist e&Commerce?

Source: Developed for this research.
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Some of the most common concerns were around-sabgel fears (such as losing
sales or existing customers to other pu@nline players), fear of the unknown (due to a
new technology or lack of information about the change), pricing (that online will be
cheaper than the recommended retail price), operatcmmalerns regarding integration of

e-commerce, and fear that the franchisor may potentially become their direct competitor.

Interestingly, franchisees in different systems had opinions on the two opposite
sides ofthe emotion spectrum that related to them® operational aspect. For example,
some of those systems that were structured way where franchisees were required to
XSORDG SURGXFW LQIRUP D Wdnéeo(ntepe@ Gesiptasd] &sLBeOMheRQ O L Q|
FRPSRQHQW FUHDWHG P RU Hte ZzRtUNaniRtbeyWdel B dé @ IkitHt K
extra work, for example, maintaining stock levels, market their specials, upload things onto
the online system; they have not embraced itdtall QGBHGULJRW DQG 3pQDUG
125) agree that in some casdmanchisees may consider the process of being involved in
WKH IXOILOPHQW RI RQOLQH Rdnsuiibgyand WastefiMiithoutw DV NV
\LHOGLQJ DQG CoBverskly, fraDobisekls from other systems complained that the
system was too autorteml and that it deprived therof giving each customer a
S SHUVRQDOLVHG VHUYLFH H[SH WD PHFWIQRWKBQ HY{ DWYI3 BW
RI WKH LPSDFW Rielded-taded Breatarkeiing. While it has Ibeidentified
by some franchiees as a way of improving local area marketing, others have had

complaints about thispecificaspect of their business being undermined-bgramerce.

Gaining franchisee acceptance.

The modelpresented irFigure 4.10was developed to demonstrate différarays
that franchisors used in order to achieve a smoother implementation of change in their

systems.
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Figure 4.10: How to overcome franchisee resistance?

Source: Developed for this research.

The first qucial strategy was clear, consistent and timely communication with the
franchisees about theroposed change of introducing -eommerce. In line with
organisational change theory literature (Elving, 2005), communication needs to be
delivered with two purpges in mind: 1) informing key stakeholders and providing them
ZLWK HGXFDWLRQ DQG WUDLQLQJ UHJDUGLQJ WKH FKDQJH
latter can be achieved by creating apen dialoguethrough encouraging franchisee

engagement and by conitting to transparency and franchisee support.

Another key strategy to overcoming franchis&fesistance to change was through
answering franchisee concerns and reflecting them in the policy and implementation
process. For example, when franchisees h&QcFHUQV DERXW WKH IUDQFKL
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competing with them by offering products for less than the recommended retail price, one

of the solutions wasotto compete on the price basis with other online players but rather to
compete on the basis of servigegpduct quality and convenience for customers. This

strategy would reinforce the trust in the franchisor and demonstrate to the franchisees that
WKH IUDQFKLVRU LV QRW WU\LQJ WR XQGHUPLQH WKH IUDQ
to improve the cmpetitiveness of the whole network, meanwhile providing the

convenience of th@nline optionfto the customer.

Model developed based on this research.

An overarching preliminary model was developed that comprised four intertwined
key themes:resistance tochange communication(and franchisee education/training)
relationships and stakeholderqFigure 4.11) In line with extant organisational change
literature (Elving, 2005), it is hypothesised that resistance to change can be minimised, and
therefore frachisee acceptance increased, through extensive involvement of key
stakeholders (franchisees) and careful consideration of relationships with them. This can be
achieved through communication and education/training of the franchisees. As explained
earlier n this thesis, communication during a change process can be conducted with two
purposes in mind: to inform and to create a community spirit. If undertaken successfully,
communication can increase readiness for change and decrease resistance to change. From
the analysis of the empirical materials, it became evident that this kind of communication
can beaccomplishedhrough several communication channels (and technology) available
today to most businesses, as representethanfull version of this preliming model

presented in Appendix M

81



Figure 4.11: Preliminary model for e-Commerce introduction in franchising.

Source: Developed for this research.

Descriptive Phase +Online Survey 2012 and 2014

In this descriptive stage, the population of franchisors was surveyed. The gquestions
on online sales in franchising statistics were includeBranchising Australiasurveys in
2012 and 2014Frazer et al., 2012; Frazer et al., 2014) 2012, the survey sample
corsisted of 1,089 franchisors and the response rate waspgicént A total of 126
responses was received, out of which 50 participants engagembimreerce and therefore
answered the relevant questions. The 50 responses were analysed descriptively and
correlation analysis was performed in relation to system age, size, franchising experience
and industry. The survey in 2012 contained one ap®led question about ways of sharing
profits from online salesand thisreceived 44 responses, with 40 being védidthematic
analysis. In 2014, th&ranchising Australiasurvey was shorter and therefore the list of

guestions relating to online sales was not as extensive as in 2012. The survey was sent to
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1,109 franchise organisations, and received a responsefratel@ercent(Frazer et al.,
2014)

The results ofFranchising Australia 201Zndicate that almost 40 percent of
franchisors currently engage in online sdleszer et al., 2012Df the remainder, some 32
percent have expssedtheir intention to engdH LQ H FRPPHUFH LQ WKH IXWX
almost half (450) of franchisor respondents indicated that they engage in online sales
which represents a slight increase upon the results report@dnchising Australia 2012
(Frazer et al., 2014)Additionally in 2014, some 34 percent of franchisors who do not
currently engage in online sales indicated that they intended to use this strategy in the
future, which represents a slight increase from 2012 and appears consistent with modern

consumer trends to shop amdi(Karr, 2016)

In 2012, the survey results have shown that for those franchise systems that engage
in online sales, almost half (%9 had been doing so for between 1 and 5 years, followed by
a further 32 percent of systems that had been doing so foedetvand 10 years. In 2014,
over half have been doing so for the past 5 year%)6&ith 16 percent engaged in these
activities between 6 t@0 years, consistent with the 2012 survey. Most systems appear to
favour establishing a physical retail presenmeéor to developingan online sales

infrastructurg(Frazer et al., 2014)

In 2012, franchisors were asked about the degree of involvement their franchisees
had in development of the online sales model. Some 44 percent of franchisors reported that
franchises had no input into the online sales model whilst 21 percent reported that
franchisees were fully involved in the development of the model. The remaining 35 percent
of franchisors reported that franchisees had at minimum some level of involvement in the
development of the online sales model. Irrespective, fully 41 percent of franchisors
responded that the introduction of an online sales presence had a positive effect on the
franchisorfranchisee relationshighile a further 53 percent indicated that it didt affect
the relationship at all. Only 6 percent of franchisors reported a negative influence on the

franchisorfranchisee relationshi@f-razer et al., 2012)
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Although it is evident that online selling is gaining momentum among franchise
systems, mostréanchisors are concerned with the impact of online selling to individual
franchisees in this new landscape. However, in 2014, the majority of the franchise systems
surveyed reported that franchisees do benefit from online sales either because they are paid
directly by customers (38) or because profits are retained by franchisee8o)21n
addition, some systems distribute the revenue according to franchisee terriayy Qhily
nine percent of franchisors indicated that they retain all the profits theaas@ minority
(4%) of franchise systems opt to allocate all online sales revenue to the marketing fund of

the franchise networ{Erazer et al., 2014)

In 2014, franchisors were also asked about how they distributed online sales to
franchisees. Half theample (506) reported that they allocated more than 50 percent of
their online sales revenue to franchisees, but approximately 30 percent made no
distribution. When asked to detail if their franchise agreements incorporated provisions for
the distribution 6income derived from online sales, just under-thinds (626) indicated
that they did not have such stipulations. Given the increasing prevalence of online trade in
franchisingandthe legislative requirement for disclosure of online sales by the Feamghi
Code (discussed further in Chapter 6), it appears that such provisions should be given

consideration in the future.

Table 4.1: Online sales in 2012 and 2014 Franchising Australia

2012 2014
Percentage of franchise 40 % 45%
systems employingnline
sales
Percentage of franchise 32% 34%
systems intending to sell
online in the future
Percentage of sales occurring Under 5% Between 1 and 2%’
online of total sales
Number of years engaging in Less than 1 yearl0% Less than 1 yeat8%
online sales 1to 5 years#50% 1to 5 years+60%
6 to 10 yearst32% 6 to 10 yearst16%
11 to 15 yearst7% 11 to 15 yearst10%
More than 15 years2% More than 15 years6%

Source: Developed for this research from Franchising Australia 20t22014.

"The discrepancy between the measures used in 2012 and 2014 is acknowledged.
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The results of the correlation analysis for both 2012 and 2014 have demonstrated
that all the significance levels for the abovementioned variables exceed 0.05. Therefore,
there are no significant relationships between system age and size, regeine
franchising, industry and the online sales by the system. This may demonstrate the infancy
of online sales in the Australian franchising sector as there are no distinct patterns

occurring.

There were a total of 44 responses provittetthe questiomelating to profit sharing
3+RZ LV WKH UHYHQXH IURP RQOLQH VDOHVIGUMAWILLEXWHG
of the responses were valid for the analysis. The responses were coded and divided into
categories. There were twaainways of distributng the revenue from the online sales that
were identified: (1) profit margin was credited to the franchisee whose territory incurred the
sale (after transaction costsdhaeen subtracted) or there was some kind of split between
the franchisor and franchisg; or (2) the money for the online salaspaid directly to the
IUDQFKLVHH IRU H[DPSOH YLD DQ MERRN RQOLQH DQG SL
cases, franchisees were being paid a commission from the sale that had occurred in their
territory. In several responses, the profits from the online sales were transferred to the
marketing fund for the benefit of all franchisees. Whereaa few cases, franchisors were
not sharing any proceeds fromcemmerce with the franchisees. Table 4.1 below

summarses the responses to the oeeided question.

Table 4.2: How is the revenue from online sales distributed in franchise networks?

Category Number of responses

Profit margin is credited to franchisees split between 10
franchisees and frahisor

Customers pay directly to franchisees 16
Profits are transferred to the marketing fund 2
Profits are kept by the franchisor 3
Other 9

Total number of response 40

Source: Developed for this research from Franchising Australia 2012 and 2014.
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Conclusion

In this research phase, 54emistructured interviews were conducted with

franchisors until data saturation was achieved. The analysis thereof was complemented by
HPSLULFDO PDWHULDOV IURP DQ LQGXVWU\ IRUXP GHGLF
franchising with 70 participants, assisted Byiw10 software. This phase provided insight
and served as an exploratory phase, the findings of which were later confirmed by a
guantitative survey of the franchisor population. The main findings of this plesethat

WKH DGRSWLRQ RI H FRPPHUFH LQ $XVWUDOLDQ IUDQFK
with the results from earlier studiéSrazer et al., 2012; Frazer et al., 2014; Rao & Frazer,
2010) (2) most franchisors involved franchisees in the de8ggoHQW RI WKH H FRPPH
strategies to vamus extents; (3) according to franchisor sedported datain many
QHWZRUNV IUDQFKLVHHY VXSSRUWHG WKH LQWURGXFWLRQ
the reasons for their reserved approach were mainlg f@fatosing sales to the online
channel and that the franchisor may compete with them, operational challenges, fear of
unknown and lack of trust in their franchisor. In contrast, (5) franchisees readily accepted
H FRPPHUFH EHFDXVH WK Hal MdketingWwooDand @ QrayptG GelndvateR

leads and additional sales, as well as a way of meeting modern market needs.

In addition, the participation theme was explored in detail and the depth as well as
the breath R1 TUDQFKLVHH SDUW mErcessiratéhyRef@ahdlyséd KliHe HedtR P
of participation (6) was found to vary and was classified fiotw categories, increasing in
the depth in ascending ordegop-down process, discussion, consultation, collaboration
The breadth of participation (Was also divided it four categories, likewise increasing in
breadth in ascending ordero involvement, involvement in certain aspects, involvement in
development or trial, and continuous and regular involvembfdreover, the methods
through which franisees were engaged were investigated in the -seodtured
interviews, and four main categories emerged:-tadace communication; focus groups;
WKURXJK )$&V DQG WKURXJK 3FRUH JURXSV RI NH\ IUDQF!
model was also dewgbed to understand how to achieve franchisee acceptance of the
HFRPPHUFH VWUDWHJ\ )J)URP WKLV SKDVH RI UHVHDUFK
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FRPPXQLFDWLRQ PHWKRGYVY ZRXOG KHOS OHVVHQ IUDQFKL\
H FRPPHUFH L QMivRn&oOiKd dnddainfrianthisee acceptance.

This phase was intended as an exploratory one and served as a basis for further
research direction. Its main purpose was to investigate the current staterofmerce in
Australian franchising and how thisear is affecting franchiseranchisor relationships.

This analysis only reflects the data reported by the franchisors, which is a limitation.
However, franchisee input is sought in the next phase of research where both franchisors

and franchisees are inveewed.

The reported research allowed for a greater awareness of the phenomenon
researched; nevertheless, a more comprehensive approach is needed to further understand
this problem(Silverman, 2010)An in-depth qualitative approach to research is utiliged
achieve this through a multiple casteldy methodYin, 2009) The aim of further research
is to develop a framework of@mmerce for franchising where key strategy considerations
will guide franchisors in developing an online marketing and salesnehdor their
network and offering a mulghannel experience to their customers. This framework will

provide a strong platform for future research in this important domain.

Further investigation also aims to develop the underlying area of research in the
direction of addressing thgvhy fjquestions so that the theoretical underpinnings can be
explored and theoretical contribution can be made to the body of literature pertaining to the
QH[XV EHWZHHQ H FRPPHUFH DQG IUDQFKLVeéemplticat KHUH VF
research is (currently) insufficiefCedrola & Memmo, 2009; Dixon & Quinn, 2004;
SHUULJRW 3pQDUG

In addition, most current academic and industry research has asghened
IUDQFKLVRUVY SHUVSHFWLY Hce@nevdeiHraDoBiSrg(Retr@d@&D QG XV H
3pQDUG ; however there needs to be a more equitable investigation of key
stakeholders in a franchising relationship. For example, Dant et al. (2011) called for further
UHVHDUFK RI WKH |UD Q FriakiMdHirthelr netRadkd ir.dpde® td EvaMat® Q
any shifts in the traditional power imbalance pertaining to this business relationship. This

question is addressed in the next phase of research where franchisees as well as franchisors
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are interviewed for the purpose géthering and interpreting empirical materials that are
UHSUHVHQWDWLYH RI PXOWLSOH VWDNHKROGHUVY YLHZV
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CHAPTERS5- )LQGLQJV IURRBKWDONDBUFK

Introduction

This chapter reports on the analytical process as well as the findings fromllPhase
of this researt, which comprises case study research of two Australian franchise networks
and interviews with prominent experts in the franchising sector. The structure of this
chapter is as follows. First, the analytical process, which helped arrive at the findings, is
outlined. Second, the cases are described and analysed. Third, findings relating to franchise
relationships and communication with franchisees are discussed. Finally, a model for

franchisees participating in strategyaking is presented.

Process ofAnalysis

The data analysis followed Maxwell's classification for categorising data (coding)
in order to make sense of it and relate it to more abstract and theoretical constructs. A code
book was developed to assist the analytical process. Some other retizoitveere used,
including memoingBazeley & Jackson, 2013; Birks, Chapman, & Francis, 200Bich
requires writing a digital note that is attached to the document in question (for example, an
interview transcript) through a link in the NVivo softwane.dddition, | used modelling as
a reflective toolBazeley & Jackson, 2013hereby categories and their relationships are
visualised through the NVivo software.

The coding for data analysis was conducted in three stages: organisational coding,
substantie coding, and theoretical coding. Firstly, all interview data and other textual data
were categorised intgarganisationafcategories. Organisational categories function as
pinsfor sorting data for further analysis (Maxwell, 2013). These categorids teu

described as th¢opicsfthat guided the quéens asked during interviews.

Given that the interview structure was fluid, with questions arising as the
conversation developed, | used filstel coding to divide the textual data into broad
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categores that were prdefined beforehand by the question topics in the interview
scheduleFor example, any response pertaining to franchisee support was coded under the
broad theme of franchisee suppoft while anything relating to franchisee

education/traimg fwas coded accordingly.

The codebook continued to develop and evolve from the start of the current
research phase. For example, some themes filamchisee suppoftand franchisee
education/trainingwere predefined, whereas other categories emerdaring the data
collection process. For example, the themefrainchisor leadershifemerged through the
interviews with franchisors; therefore, this theme was explored further in the subsequent

interviews with franchisees.

Following completion of thdirst cycle of coding, | printed out and revised the
codes and reead the content in the categories. Subsequently, | merged any repeated
categories, for example, categori@anchisee involvement in-@ommerce strategjand
process for franchisee inw@menty In addition, similar categories were grouped together
under one overarching code; for examplghnchisee reflections on the proc§ssd
pranchisor reflections on the procéeegere clustered together under the cqaliflections
on the proces$ Accordingly, the number of categories was reduced by grouping them

according to highelevel codes, making them more concise.

Secondly, the data were categorised into substantive codes, which helped provide
some insight into the meaning thie data. Subsintive categories are primarily descriptive;
they describe participants' beliefs and concejgisii¢ ficategories), and include their own
words (in vivo). These codes stay close to the data and do not imply more abstract
constructs. The substantive codesttbmerged from the data were mostly subcategories of

the organisational codes.

When reading the content from the codes, it became apparent that new concepts that
had not been prdefined prior to the first round of coding appeared, for which | wrote
memoV )RU H[DPSOH WKH JHQHUDO FRQFHSW RI puFKDQJHY H
the introduction of ommerce and fears and uncertainties around this innovation. After

secondevel coding, the collated data from each category were read over. | useddals
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tool in NVivo software to visually represent the concepts to facilitate further analysis and to
search for more concepts arising from these data.

Thirdly, after reading and seading the substantive codes, | developed more
abstract codes by conreg concrete life meanings and examples back to literature and
frameworks. These codes represent the researcher's interpretation of participants' meanings,
thus relating them to the literature in the relevant bodies of knowledg&é BO OHG PHWLFT

categores).

As the coding and writing of analytical notes progressed, the coding categories
became clearer and more structured. The repetategoriesvere merged and new ones
appeared. | also continued to search for negative cases/examples that emergée from t

interviews.

Additional analysis tools.

Research analytical journal.

Another strategy for analysis was keeping a research journal (in NVivo software) in
which | recorded my manipulations with the codestegories and data every day, making
note of the dte and time. | also reflected on the main theraed abstract and concrete

concepts that arose through analysing data.

Memoing.

After each interview, | wrote a short memo descriliimg eventincluding the tone
of the discussion and the main themeshdehat arose. Each interview was then
transcribed; most of these | completed, while the remainder were completed through a
professional transcription service. Following this procedure, | checked each interview for
accuracy by listening and -fistening tothe audierecording and comparing it with the

transcription.

The initial memos were extended upon after transcription to help the analytical

process with further reflections on the interviews. These externmbaticipant memo$§
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were also used to make natkecontradictions, insights or preliminary findings arising from

the responseg®Bazeley & Jackson, 2013)

Recording of analytical process through annotations.

As | was reading and feading the transcripts, | used thannotationdtool in
NVivo to write notes linked to particular parts of interview transcripts related to a specific

concept (see Figure 5.1 below for an example).

Figure 5.1: Example of notes recorded in NVivo

Source: Developed for thissearch (screenshot image from NVivo 10 software).

Checking for accuracy through software.

One of the ways to ensure rigor was to look at the node in summary view, which
would guarantee that all voices were included (see Figure 5.2 of an example).hTtisug

measure, | was able to check that all interviews from the case studies examined in the
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context of each theme were discussed in the findings, so as to ensure that | did not miss any

particular interview or did not exclude a negative case.

Figure 5.2: Example of summary view of node

Source: Developed for this research (screenshot image from NVivo 10 software).

Negative cases.

Negative cases were always included under the same pa@et and somiees
they were formed into @egative casfchild-level node (se€igure 5.3 below).

Figure 53: ([DPSOH RIQHFKHO® QRGH

Source: Developed for this research (screenshot image from NVivo 10redftwa

The iterative process described here helped artitreedindings presented below.
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Description of Cases

As described in the Methodology chapter, the choice of the two cases hereby
reported was deliberate. First, their leading position-aoramercewithin their industry
was one of the key criteria for case selection; therefore | will describe in detail their
approach to @ommerce. Second, both cases postang focus on franchiseatisfaction,
which implies thorough support structures as wellaaseffective Franchise Advisory
Council (FAC). Third, their representativeness of the franchising sector in general was a

determining factor, with the average of their online sales being within the sector average.

Case 1 and Case 2 were also selectedaltleeir similarities on key organisational
dimensions. They were both mature and large franchise organisations, meeting the criteria
specified in the Methodology chapter, as Ppable5.1 below. Founded in the early 1990s,
both companieshave had substaml growth in franchise units since ahdd established
themselves as leaders in their industry. International operations were similarly conducted
by both franchises in two international Enghsheaking markets. Due to the
abovementioned reasons, the casgere easily comparable and the differences in their
HFRPPHUFH VWUDWHJLHY ZHUH FOHDUO\ LGHQWLILDEOH
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Table 5.1: Criteria for case selection and characteristics of chosen cases

Criteria for case selection

Description

Case 1

Case 2

System age

System size

Plural form or pure form
franchises

Level of franchisee
involvement

Industry

Percentage of online sales

Level of ecommerce
development and strategy
success

Brand recognition

International operations

Mature systems (over 10
years) +FA survey 2014, p.
30

Large systems (more than
50 total units)+FA survey
2014, p.35)

Franchise organisations
with minimal percentage of
companyowned units

Prior interviews identiéd
sophisticated methods of
franchisee involvement

Mixed service and retail

Percentage of sales throug
online channefrom the
total number of sales

Established successful
Hcommerce strategy

Established brand in its
industry

Franchising atside of
Australia

Founded in 1993

106 retail service
centres (selfeported
data 2012)

1 companyowned

unit

High levels

Transport, postal and
warehousing

Around 5%

Yes

Yes

Yes (NZ and UK)

Founded in 1992

70 retail centres and
250 molile (self
reported data 2013)

No companyowned
units, 100%
franchised

High levels

Administration and
support servicés

Around 5%

Yes

Yes

Yes (NZ and US)

Source: Developed for this research.

Participant characteristics.

The data acquired for each case consisted of interviews with four franchisees and
one or two interviews with the franchisor. In totalgfinterviews were conducted for Case
1; and six interviews were conducted for Case 2, as detailed in the table below. The

franchisor representatives interviewed were selected due to their immediate closeness to the

8 and® Classification of industry according to Franchising Australia Survey 2014 (Frazer et al.)
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project management of@mmmerce implenm@ation in both caseshat is,acting as change
agents and communicating with franchisees about introducHegmenerce. These
interviewees were also actively involvedthre training and support of franchisees in the

process of integrating@mmerce intdheir marketing channels andstore environment.

With regard to franchisees, their selection was based on the criteria formulated and
presented in the Methodology chapter. Franchisees were a mixture ofwsiitg{8UFs)
and multtunit franchisees (MU$). They were mostly longtanding franchisees in the
system, with one exception. Half of the franchisees in both cases were currently serving on
the FAC. All but one were male. Their geographical location varied from Central Business

Districts and suburbmmareas to regional areas, located across different states of Australia.
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Table 5.2: Case study research participants

Multi -unit

Case ID Category Gender State City or Regional \;f;r:ghvi\gteh (MUF)/ single- FA(C)Z/en;zrcher
unit (SUF)
Franchisor (Operations
CS1_Franchisor Manager) Male NSW
Case 1l CS1 F1 Franchisee Female QLD Suburban 3 SUF No
CS1 F2 Franchisee Male QLD CBD 13 SUF No
CS1_F3 Franchisee Male VIC CBD 10 SUF Yes
CS1 F4 Franchisee Male VIC Suburban 8 MUF Yes
Number of interviews for Case 1 5
Franchisorl (Chief
CS2_Franchisot Operations Officer) Male QLD
Franchisor2 (Digital
CS2_Franchiso? Marketing) Male QLD
Case 2 CS2 F1 Franchisee Male WA Regional 9 MUF Yes
CS2 F2 Franchisee Male QLD Suburban 10 MUF No
CS2 F3 Franchisee Male QLD Suburban 8 MUF Yes
CS2_F4 Franchisee Male SA Suburban 12 SUF No
Number of interviews for Case 2 6
Total number of interviews for Case 1 and 2 combined 11

Source: Developefbr this research.
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Apart from the interviews, other methods of data collection were used. The
transactional capabilities of the websites of both cases were scrutinised and customer
perspectives were examined in relationtthe e-commerce component of tHeanchise

business.

Comparison of eCommerce strategy in Case 1 and Case 2.

ORUH VSHFLILFDOO\ ZLWK UHJDUG WR WKHLU H FRPPHU
many similar characteristics, such as their pigfiaring arrangement. Nevertheless, they
were also substantially different with regards to some aspects of their strategy, such as

pricing, which led them to distinct paths in terms of product/service positioning.

%RWK FRPSDQLHY ODXQFKHG WKHLU Hte-RPBihd FH SODW
leadingup to launch. Another similarity was within the pregharing arrangement: in both
cases 100 percent of the profit went to franchisees. Yet, in Case 1, franchisees were also
fully responsible for the costs, such as invoices payable to third party otgarsgsa
transaction and administration fees, whereas in Case 2, franchisees received the exact
amount paid by the customer for the product online. Furthermore, these franchisees (Case
2) were responsible for delivery and service relating of the produ&wfreharge to the

customer, with certain conditions.

Technology and automation.

In terms of utilised technology, Case 1 and Case 2 selected two different
approaches. Case 1 used a highly automated system whereby an order would seamlessly
come through thevebsite and move through the workflow based on algorithms inbuilt into
the transactional website infrastructure. In this case, a franchisee would only need to get
involved if there was a problem with the order or if a customer had a complaint or a special

request. One of the franchisees describes this process in the following way:

So someone in our building where | am now can go to the [franchisor's] website
and [make an order], and | might see them on my computer screen, and they might
WKLQN WKDONW HEP BDQY P QRW UHDOO\ 7KH\ DUH SD\LQ
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head office in [city]. And yes it may flash across my screen [...]. And they might
WKLQN WKDW WKH\ DUH GHDOLQJ ZLWK PH EXW WKH\fU
company set up speiciélly for eecommerce], a separate company associated to me

but not me(CS1_F2)

In contrast, Case 2 relied on a seauntomated order workflow. After the order
came WKURXJK WR WKH IUDQFKLVRUYV ZHEVLWH LW ZRXOG I
franchige. Then, the franchisee would be responsible for fulfilling that order and servicing
the needs of that customer. Here is how the model is described by the franchisor:

And the model was not a highly automated model. It was not the kind of model that

was bult or hinged on emails automatically being sent between clients and
IUDQFKLVH SDUWQHUYV ,QVWHDG 3:H DUH JRLQJ WR ZL
FRPH DQG ZH ZLOO KHOS \RX |XO l{ic@mrii¢ieidrder the VRPHRQ
quickest way to help thenetgthe right result is to pick up the phone and talk to

them and just help them drive it through. Because it is not the transaction that they

do every day. (CS2_Franchisorl)

| generally, for instance, will follow up a franchise partner with a phone calia
big order or if it's an unusual order, or whatever, just to make sure that we're

seeing the customer through that journey in the right way. (CS2 Franchisor2)

The two different approaches had associated advantages and disadvantages. In Case
1, the liggest advantagerere thelow labour costs for the franchisee in relation to online
transactions however the biggest challenge was the lack of control in each individual

transaction. For example, one franchisee suggested:

Interviewee: [...] any time youSLFN D PRGHO WKDW VD\V 3, DP Ul
WKH UHYHQXH DQG H[SHQVHV" |, HISHFW WR EH DEOH W
that shows me my revenues and my expeng¢® PDNH VXUH LWV ULJKW

Interviewer: $QG \RX GRQMTW JHW WKLV NLQG RI UHSRUW"
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Interviewee: 1R WKHUHYV QRW RQH DYDLODEOH QR 6R ZKF
RI WKH PRQWK , KDYH WR WDNH WKDW WKLV GDWD LV U

In contrast, for Case 2, the greatest advantage of thisrsamial system was that
it provided ahigh level of support to franchisees in relationwoenmerce orders. This was
especially useful for franchiseaso were not familiar with online technology in general.
The challenges with this system were also a natural consequence of a model thanrelie
information being manually forwarded on. Franchisees reported that sometimes the orders

would get lost owerenot being passed on in a timely manner.

Financial return, pricing and positioning.

Financial return or ROI (return on investment) is sonmgttaf primary concern to

any new business endeavour. As it was fouhd cost of setting up-eommerce was
similar to the setup costs of a new greenfield franchisee (Kremez, 2015xround
A$100,000 (Expert 5%o0, financial return had to be justifieibr both franchisors and
franchisees. It was found that financial return frocoenmerce activity was higher in Case
1, where the online offer was anoticeably lower price thathein-VW R U HTRat hdd) p
been a great outcome that those franchisediselg embrace it and promote it as part of
their service so we actually have a positive result in terms of profitability of their business.

&6 B)UD Q FWheveRsUCHse @njoyed increased onlingresence and visibility, the
Hcommerce activity did natlways lead to more sales generated online.

In Case 1, online service andstore service represeuattwo completely different
value propositions. Online service is a toast service that does not take into account the
costs of _EULFNV D QpéraPis 0MhB ftafichise® QG UHOLHV RQ 3atKH FXVWR
service] -sfQre service is more expensive and takes into account the runningfdabsts o

franchisee in the pricing structure.

However, with increased financial results also came the challenggpiain the
price differentiation to the consumer online andstare. This problem was only
encountered in Case 1, not in Case 2, as they made the decision to have a lower price online

as opposed to istore.
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3How come | can get it onlingt $33 and youshop at $66? +This is a common
FRPPHQW IURP SHRSOH %HFDXVH WKH\ FDQ UHVHDUF
disruptive. You know this change is disruptive. It is very hard to explain, you
NQRZ">«@ :KHQ VRPHRQH JRHV RQOLQHMWVHHY D E
GROODUV WKDW OHDGV WKHLU PLQG LQ WKH ZURQJ G
not as much customer service behind it. So, to live with that price would be a bit

misleading of our value service, or of @ervice valuesif you like.(CS1_FR

The problem is that the customer is interfacing with the website first, get the cheap

price and then come in store expecting the same price. Two things: one, some
SHRSOH EHOLHYH WKDW LWV HURGLQJ WKHLU EXVLQF
and | actally get other business out of the online. | do hidneseodd customers

but | just deal with them. Book it, pay for it, let it go, no worries. (CS1_F1)

Conversely, Case 2 encountered its own unique challenges in terms of pricing and
product positionngKRZHYHU WKH\ DFNQRZOHGJHG DQG ZHUH DEOH
physical footprint around the country and make thesommerce proposition a lot more

than just a price proposition:

It is not always going to be easy and not always goirfjglteayg be profitable and
it was at full RRP but it is just creating that opportunity to look for other sales
opportunities. (CS2_Franchisorl)

| guess our strategic benefit was our physical presence around the country. So

we're able to offer installation with prodiscpurchased online, which no one else

can on a national scale like we can. So basically from there we devised a strategy of

pnZH OO0 oLvw LW DW IXOO UHFRPPHQGHG UHWDLO SLU
installation, which in effect is giving the custoeD GLVFRXQWY ,W PHDQV 1
to compare prices with online. (CS2_Franchisor2)
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Franchisor competition, cannibalisation and channel conflict.

The issue of franchisor competition and cannibalisation was brought up in Case 1;
however, an earlier findingKremez, 2015)has supported that both franchisees and
franchisors understood that if their network did not introduceramerce, then they would

lose their customers to other competition online.

And my overall opinion istit is a bit like Kodak and Digal camera £,1 \RX GRQTW

do it you gonna miss out QG HYHQ WKRXJK WR VRPH H[WHQW >|
VI\VWHP FDQQLEDOLVHYVY RXU VWRUH ZRUN LW MXVW PH
would just go to another online service that did. (CS1_F2)

It also created some conflict in the chann&o actually it has caused a lot of
conflict in the channel [...] between the customer and ourselves, and the head office. It
actually created a conflict triangle at the end of the.d®81 F1)

Case 2, converselyoth franchisor and franchisees explicitly stated that they did
not have channel conflict that could have been inevitable if the pricing strategy was
different.

:H ORRNHG DW LW ZKHQ ZH ODXQFKHG-corindic® & ZH VDLC(
driven on price PD\EH LV GULYHQ RQ FRQYHQLHQFH DQG )
playing in the smallest space but what we are not doingeisare not creating

conflict between our stores and oure@mmerce environmen{(CS2_Franchisor

1). (emphasis added)

Additional client-base and sales.

In addition, a prominent finding was that financial return increased for those
franchiseesvho were covering a residential area, where the online component provided
them access to customers that they were not able to access previousslya3aspecially

true for Case 13 can't complain. I've been making good dollars out of(€S1_F4)
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So yeah, and as | say, it did probably take some more profitable sales from us.
Having said that, it | guess it introduced some customers into owsirmess that
would not normally use us because they're looking for thectmst [...] and they

want it as cheap as possible. So they're customers we would not normally have
gotten. (CS1_F3)

Case 2 did not differentiate between the price online and the iprstere and
therefore franchisees did not notice a considerable increase in sales directly from the online
channel: 3 « the eshop, it doesn't generate a whole heap of business for my business to be
honest. But it's a presence, and you have to have aifpes H & 6 HBWevVér, the
RYHUDOO VWUDWHI\ LQ &DVH OHG WR FRQYHUWLQJ RQOLC
offline:

Our objective in ecommerce is to take as mamg@nmerce sales back offline as
possible. The more customers we can dibeatk offline to our franchise partners
the better it is not only for ourselves and our business but also for the company

overall.
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Table 5.3: Comparison of ecommerce strategy in Case 1 and Case 2

Case 1

Case 2

Year of launch

Profit-sharing

system

Technology and
the degree of

automation fulfilment of the orderhowever can
see the order in their system.

Pricing online Lower price than irstore (budget
RQOLQWHIUNHTIH T

Channel Some conflict in the channel betwe:

conflict the franchisee and customer (and
franchisor)

Financial Increased sales and profitability of

return individual franchisees

Cannibalisation

Additional sales

from online generagd from online channel.
Order Order is executed by“party
fulfilment organisations. Franchisee to whom

Legal aspects

E-commece was launched in 2012.

Franchisee bears 100% of the cost

relating to the transaction and

receives 100% of the profit after all

the fees have been subtracted.

franchisee is not inveed in

Yes, to some extent

Substantial number of sales

the order has been assigned
responsibldor customer care.

the online trading with which

Highly automated system. The

is

Separate legal entity is formed for

customers enter intan agreement.

E-commerce was launched in 2012.

Franchisee receives the same amosan
if the product was ordered via
traditional channels. Franchisee is
obligated to perform certain services
free of charge, such as delivery and
installation.

Semiautomatefpartly manual system.
The order is delegated to the nearest
franchisee by a dedicated head office
staff.

Online price is full RRP (recommende
retail price) tsame as istore

No conflict in the channel due to pricir
policy

Increase in sales online is not
significant but rather seen as a mediu
of pnline presenc§

No

Number of sales from online is not vel
significant. Ecommerce is useasan
additional marketing tool.

Order is executed by the nearest
franchisee and the franchisee is
responsible for customer care and
ongoing service to this customer.

Customers deal directly with
franchisees. The franchisor acts as ar
intermediary for passing on the order
and facilitating the transaction.

Source: Developed for this research.
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Franchise Relationships

Although franchise relationships caditgte a central part of this research,
participants, when asked directly about the influence of this change/innovation on the
franchisorfranchisee relationship, mostly agreed that it did not influence the relationships.

In general, they did not even tadkout relationships when they were asked about them, but
rather about other concepts relating to relationships, such as trust, franchisor leadership,
DQG WKH FKDOOHQJH RI LQWURGXFLQJ H FRPPHUFH LQWR

this change botim their network and in the business world in general.

Trust in franchisor integrity and trust in franchisor competence are both
determinants of healthy franchising relationships (Davies, Lassar, Manolis, Prince, &
Winsor, 2011). Davies et al. (2011) fuethexplain the contingencies arising from trust in
franchise systems due to the mutual interdependence of the franchisor and the franchisees
and the asymmetrical control. In the relationship, franchisees rely on their franchisor for
both promotional suppbrand managerial support, which relates to training and process
design (Davies et al., 2011). Trust is, therefore, created when the franchisor is able to
demonstrate both the competence to deliver these expectations as well as deliver them with

integrity.

The findings of this research show that franchisor competence is demonstrated in
both cases, and evidence from franchisee interviews supports a high level of trust in
IUDQFKLVRU FRPSHWHQFH 3>)UDQFKLVRU®@ LV YU\ VWURQ
JHQHUDO &6 ) +RZHYHU ZLWK UHJDUG WR IUDQFKLVRU
cases could improve in this area. Meeting timelines is related to integrity and influences
trust negatively should the timelines be exceeded, as happened in seghFarthermore,
from earlier phases of research it was evident thegign and implementation of
Hcommerce usually involves more time than initially estimated. Therefore, it is proposed
that allowing sufficient time for -eommerce implementation and ké®y to agreed

timelines would mediate the risk of trust being affected.
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Relationships are based on trust that the franchisor has the knowledge to do the best
for the system, and that the franchisor is trustworthy. Competence can be demonstrated

through leadership, which was another prominent theme discussed further.

Franchisor leadership.

The franchisor leadership concept emerged after the interviews with franchisors and
was explored further in the interviews with franchisees in both cases. Franchisee
paricipants described the concept of leadership with concepts such as "forward vision",
“innovative”, "trying to keep ahead of the game", "progressive”, "thinking outside the
square”, "[Franchisor] is right at the front when it comes to introducing thessareswof
WHFKQRORJ\ &6 ) °~ )J)UDQFKLVRU SDUWLFLSDQWY GHVFUL
PDWXULW\ VWUDWHILF GLUHFWLRQ~ , WKLQN WKHUH LV
with the initiatives, the strategies and then go back to (@2 Franchisor2) ".

| think, franchisees join the systems to be led and to be, hopefully, better than their
FRPSHWL W Rdling apesdioro &t leadership in an area that they possibly do

not have an expertise or knowledge in (but aiety have stong views about
Hcommerce) was important to get blyQ >An@if you are showing your

leadership and maturity to launch something that is going to grow the market and

QRW HURGH LW , GRQTW WKLQN \RX ZLOO JHW WRR PD
the way or stand in the way. (CS2 Franchisorl)

([SHUWVY YLHZVY DERXW IUDQFKLVRU OHDGHUVKLS

JXUWKHUPRUH H[SHUWVY RSLQLRQ OHQW FRQVLVWHQW
leadership was needed ftive development of innovationsf @ strategic nature, sh as
Hcommerce integration into a traditional franchise system. One of the experts noted that
franchisHHV ZLOO H[SHFWo Wdtide thaz&yershiplduR Ebnfetimes it is just
not forthcoming (Expert 1). In addition, he explained that in casé®re the franchisor
has not had the resources to implemenb@mmerce or has not prioritised this matter, the
IUDQFKLVHHY KDYH GHFLGHG WR WDNH WKHLU RZQ DFWLRQ
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and gone%ff and did their own thing, with their owlittle websites here and there, and
Gumtree and eBay, and things like th@Expert 1), which can be ultimately damaging for

the integrity of the franchise brand.

Communication and Collaboration with Franchisees

Communication was another theme that waspartant in this study.
Communication was found to reduce fear and anxiety in franchisees, which supports the
findings of the previous phase of research (Kremez, 2015). The clarity and consistency of
communication were found to be important factors in redudranchisees' fear of the
unknown and for gaining franchisee acceptance of the straltedged, exdnt research
findings suggest that the quality of the franchise relationship is influenced by a number of
factors including effective communicatignwhich is critical in ensuring a relationship

characterised by trust and commitm@matson & Johnson, 2010)

Different strategies and media were used within the franchise network to
communicate with franchisees pertaining to the introductioraainemerce onwo distinct
levels: (a) the FAC level and (b) the whole franchise network level. The FAC was regarded
as a representative body of franchisees that has substantial power in the franchisor
franchisee relationship. At the FAC leyvebmmunication style wasiore collaborative and
inclusive. At the network level a power imbalance in a relationship was more evident and
the communcation strategy followed a tegown communication style; however
franchisees still had their questions answered and concerns dlamifigase 1 and Case 2

alike.
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Table 5.4: Summary of communication methods

Case 1 Case 2

(a) FAC/selected group of Regional/national meetings FAC meetings and special
franchisees Consultations/ workshops  meetings
Worked with FAC

(b) The whole franchise National conference National convention
network Intranet Intranet
Ongoing support Ongoing support

Source: Developed for this research.

One of the franchisees described different modes and media of communication:

Oh, you know, [frandlor] had meetings and | think | flew to [City] for one of
them. They had consultations. They talked about it at conference. They networked
with a selected group of the franchisees, the franchise advisory council. So they do

communicate what they wanted do. We might not always understand the full

SLFWXUH <RX PLJKW QRW DOZD\V EHOLHYH WKDW LW\
*RG WKDWTV JRQQD WDNH DO@RXD) EXVLQHVV ™ %XW L\

In both casesthe strategy went through an extended procéssegotiation and
refinement with the franchisee8xwe were obviously involved in that process right from
the beginning through to the end(CS1 F3) However, the franchisees who were
interviewed and who were purctive business owners were not always kisee
participation themselvesi generally go with the flow to be perfectly honegCS1 F4)
The participant further explained that he trusts the CEO and that his work is confined to the
local level and the franchisor's responsibility is to take on tbbag perspective. In
contrast, other franchisees expressed their opinions that more input from a wider selection

of franchisees should have been sought for the change process to be more effective.
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Communication at the franchise network level.

One of the sategies for communication at the whole network level that was found
to be effective in both cases was through a special process during a national franchise
conference. This process allowed for an efficient way to present and gather information in a
large group setting (over 100 people in the room). The process involved encouraging
franchisees to ask questions, writing the questions down as a record, and then responding to
the questions. This process made the franchisees feel safer about the changacaadd red
their fears.

In both cases, the launch of the@mmerce strategy to franchisees occurred at the
national conference, which they describe in a similar way by the franchisors:

There were a lot of questions based on the fact that they did not undezstaety
whatwas proposed. We spent a lot of time clarifying how exactly it was meant to

ZRUN >«@ 6R ZKDW ZH GLG LV ZH FROODWHG DOO TX

ended up being about 41 questions, | think. And the questions were about the
strategy, SHUDWLRQDO TXHVWLRQV WKH UDWLRIQDOH
those sorts of questions. It was all about clarifying the model and how it would

ZRUN LQ UHDOLW\ >@ MXVW HQDEOLQJ WKHP WR DVN L

3Z K\ WKDW "anclfigbr) ) U

Similarly, case 2 also used the national conference to inform the franchisees about
WKHLU QHZ H FRPPHUFH V\VWHP

«RQFH D \HDU ZH EULQJ DOO RI RXU IUDQFKLVH SDU\

convention where we are very much focused on educatobother initiatives, but

we made a dedicated session on how we were going to tac&hareerce. So, open

forum+DQ\ TXHVWLRQV FRXOG EH DVNHG 3+HUH LV WKH

here is the pricing, this is how the model works, this is how aer avdl work, and

WKLV LV KRZ \RXU GROODUYV ZLOO UHGLVWULEXWH EDF

step further than our Advisory Council and actually addressed each of our

franchise partners directly at our National Convention. (CS2 Franchisorl)

109



Commuication, as a key component of any relationsksp vital component of
any changeprocess. A model for franchisee engagement in change is proposed where
communication is an integral part of that process. The model best describes how
communication can beractically applied to achieve goals for franchifanchisee

collaboration and to foster healthy relationships in a system with asymmetrical control.

&RPPXQLFDWLRQ DW WKH )$& OHtelcnsyladdghy FUXFLEC

process.

When important strategidecisions are made that affect customers and franchisees,
WDNLQJ LQWR DFFRXQW WKH IUDQFKLVHHVY SHUVSHFWLYH
and foremost, the-eommerce model Isdo work operationally for the business owners and
staff on the shafront. Obtaining feedback from franchisees was critical of the success of
this innovation in the system, as they are interfacing with the customers on a daily basis.
Therefore, there needs to be a mechanism to assist fran¢Hmod franchisee$
collabortion so as to create solutions that will be most beneficial for the system. One of the
ways of enacting franchisdranchisee collaboration was through the Franchise Advisory
Councils (FACs), which are advisory bodies of franchisees that mature larghisen
networks normally have in place. On the other hahd,FAC is an expert body on
operational aspects, not on fields like marketing or finance; therefore it may not be best
SODFHG WR DGGUHVYV FRPSOH[ LVVXHV OLNH H FRPPHUFH

A prominent theme that emeadj during this case study research was that the role of
FACs was instrumental in ensuring that franchisees were heard, their feedback was taken
into consideration and that franchisees at large were represented when important strategic
matters were being deled within the group. Both cases analysed had a strong and
effective FAC. According to th&ranchising Australia 2013urvey(Frazer et al., 2012)
only 48 percent of Australian franchise networks had an FAC, and not all of them were set
up to work at tkir best capacity in serving the brand and francHisorchisee
relationships. Therefore, the cases presented here, although not typical, represent exemplar

cases in the franchising community in terms of the nature and operation of their FACs;
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thus suppeting their choice in showcasing their FAC structure and processes in this
research.

« RXU >@ $GYLVRU\ &R X @FE brGixelgctdd YedesghtdivesS thatl

we use to bounce new ideas, discuss concerns [] and for us it means hearing the
voice d the collective as opposed to hearing the voice of an individual. It changes
every year in terms of membership and it also matured over the years in terms of its

value to both franchise partners and the organisat{@®2 Franchisorl)

The FACS$ purpose ighe general business overview and its expertise is mainly

within the operational domain. FRPPHUFH FURVVHV RYHU RSHUDWLRQV

finance and IT; therefore it requires additional knowledge in those other areas, which an
FAC may not posss. There are mechanisms of engaging experts in areas beyond the
FAC § expertise. These experts may be called either from the pool of franchisees or from
the franchisor staff or an external expert.

We're advised at those meetings of things that are conpngt those meetings we
will decide on whether we feel that there's a specialist franchise partner or someone
from outside the business that would need to be there, at the next meeting, when

we're discussing what's happening. (CS2 Franchisee 3).

A prominent theme was the strengthtbie FAC in generalas well as a key role of

the FAC in forming strategy decisions, such as those investigated in this research.

, P D VWURQJ EHOLHYHU RI WKH $GYLVRU\ &RXQFLO

that the FAC is prely there to rubber stamp something that the franchisor has put
in front of us, but it's actually not the case. There is quite a bit of debate that goes

on, and sometimes heated debate. (CS1 Franchisee3)

+RZHYHU WKHUH GLG DSSH Intdrivdton B&p itwe€lFRAER Q QHF W ¢

level franchisees and general franchisee level owners who had never participated in FAC
meetings.
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| guess a franchisee who is not part of that meeting only sees the results on paper.
Sure they can get an understanding of what résult is, but may not have a full
understanding of what rigorous debate took place in the meeting. (CS1

Franchisee3)

Look, for me it was okay because | wdisn on the Advisory Council so | was quite
privy to quite a lot of it. So | actually had a yegood idea of what was happening.

Sometimes it could be confusing for other people. (CS2 Franchisee2)

Franchisees also described the process forF#dD member franchisees to have

input into FAC meetings:

They also have the opportunity to contact FAC nesbo put their points of view
forward, so they can be presented to the meeting. So anything they wish to put on
the agenda that can be done. Or they can contact the FAC member and discuss

points of view with them, and then that can be put forwardeattbeting.
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Description of FAC in Case 1 and Case 2.

Table5.5 below summarises the descriptionshefFAC in Case 1 and Case 2.

Table 5.5: Description of the FAC for Case 1 and Case 1

FAC Case 1 FAC Case 2
Year founded 2006 2000
Number of franchisee 8-10 members 5-6 members
members
Term of service 2 years 2 years (by rotation)

Number of meetings per year Annual meetings + Additional Meet faceto-facefourtimes a

and their format meeting via teleconference, if year; neets every month over
required telephone1-2 hour meetings.
Level of FAC Only national level council, no Regional level council

regional structures in place National level council
-each with itsown chair

Process and inclusion of Agenda goes out to the whole Each council mets once a

voices from general group. month, so between two levels

franchisee @mmunity Any franchisee can put forwar: they have fortnightly meetings
a discussion point for the When expertise is needed
agenda outside of the FAC they seek

Any franchisee can contact  from either the pool of
their FAC member and discus: franchisees, HO staff or
their ideas with them artthve  external experts.

their ideagut forward at the

FAC meeting.

Source: Developed for this research.

Model for FranchiseeCommunication and Participation

The model from this research was developed for optimal franchisee engagement in
change and innovation projects. It highlights the key role of the FAC, which is one of the
main findings of this research. It also presents glecess on different levelérom an
individual franchisee level through to the franchisor level and how and at what stage those

levels have input towards the end goal.

This model makes a contribution to existing knowledge as it builds on the reflective

process from the leading franchise groups in Australia that are constantly improving their
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systems and innovating to ensure a high level of franchisee satisfaction. In addition, it
reflects expert opinion regarding this matter from their practical congw@tperience. The
model crosses over communication, participation, and franchise relationships which

represent concepts that are cornerstone elements of this research.

In both of the cases presented in this resednehmultilevel process was followed,
where franchisees were involved at every stage-obnemerce implementation. This
involvement was implemented through their Franchise Advisory Council (FAC). Although,
neither of the cases utilised a project team for working on the development and
implemenation of ecommerce into the business model, in both ¢akesfranchisors and
some franchisees (in their reflection process) clearly indicated that a gpagiase group
would be a preferable instrument. Such a group would have been more effective and
efficientin VXSSRUWLQJ DQ LQQRYDWLRQ SURASbeyoNdthg KHUH
)$&TV FRPSHWHQFH R X WowhyGhdsifeks Addddtside @ik Gaerations
area). The participants described this group of people working together asavation

team"”, a "dedicated group of franchisees", or a "special committee".

This idea also confirms findings from the previous research phase in which some of
the franchise networks have used project teams to workcomenerce arrangements in the
systen (Kremez, 2015), which they reportedas a very effective way of engaging
interested and competent franchisees and other stakeholders or external advisors.

In this case study research, some franchisees suggested involving more franchisees,
notjust the FAC members, in developing the model, explaining that this would have helped
with some issues being identified earlier in the process, which in turn would have made
implementation smoother and sooner. In additionnbdel that relies heavily on the FAC
would only work if there is an effective FAC in place. Since not all networks have an FAC
(Frazer et al., 2012hat is effective, it is important that the model takes this into account
and still providesa valuable framework, regardless of ghiesence of aRAC. In addition,

smaller networks generally do not have an FAC in pfadeowever they also need a

10 Franchising Australia 201Brazer et al., 2012¢ports that 48percentof franchise organisations have an
FAC. In terms of the number of units for those networks that have an FAC, the median is 37 and the mean
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process for seeking franchisee input into their decisions. Therefore, the model developed

here will serve larger and smaller franchise networks alike.

Expert perspective: FAC vs. Project team.

The experts have alsgreedthat the use of a special group, referred hereafter as
the Project teams themost appropriate for addressing systiewel problems oé strategic

nature outside of the operational aré&rmowledge.

FACs are often very operationally focused. So they will talk about how they can do
process A better or how they can get a supplier B to deliver on time and things like
that. They can also have a significant input into marketing initiativesl &n
course, ecommerce crosses several of those thtngsnvolves marketing, it
involves operations, and it involves logistics. And that becomes a little bit
complicated for an FAC to deal with. So, the FAC may say that we want to know
what the franchisowants to propose with regard teac@mmerce, but the FAC will

not have the answer. (Expert 1)

Furthermore, there are inherent difficulties encountered with FACs. First of all, they
may not be setip to operate for the best benefit of the system and, digcgoroper
guidelines forthe FAC often had not been established, thus preventing it from efficiently

fulfilling its role. An insight from an FAC expert is as follows:

Probably half of all FACs are operated inefficiently and are operated so that they
G R Q< the best benefit for either the franchisor or the franchisees. In some cases
franchisees would make recommendations, good recommendations, and the
franchisor ignores those recommendations, and the FAC is seen as meaningless. In
other casesthe franchisor will be well intentioned in setting up a Franchise
Advisory Council and does not establish the rules of engagement or a proper FAC
Charter. Then the franchise advisory council might start making recommendations

and venturing into the territory wheréhe franchisor will never accept the

is 102 franchise units in the system. With regard to those franchises that do not have an FAC, the median is
13 and themean is 48 franchise units in the system.
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recommendations because they are completely unrealistic for the franchise. (Expert
1)

Three experts whose arefiexpertisewas in franchise consulting suggested that a

project team should be used to address compleggssithis nature. They referred to this
VSHFLDO SXUSRVH JURXS LQ GLIIHUHQW ZzZD\V 3ZRUNLQJ JU

DQGPRPRRELWWHH ™ ([SHUW 7KH UDWLRQDOH IRU XVLQJ
where the issue in consideratigrbeyond the expertise on an FAC and requires knowledge
in several areas other than the operations. The composition of the project team will depend
on the nature of the project, and may involve franchisees, franchisor staff, external experts
and even cliets: 3« WKLV ZRUNLQJ JURXS ZLOO FRQVLVW RI IUDQFK
these things than others (Expert’.1Yhe lifespan of the project team depends on the
achievement of the goals that were created for this project, as Expert 1 explains:

| think theworking group has got a finite life. It is very muplojectfocused

+ H U H 1 \comikddceHpolicy. Here comes the development of the platform that
VXSSRUWYVY WKDW SROLF\ +HUHTV WKH H[HFXWLRQ RU
think once it is adopte and has a certain level of usage across the [franchise]

group, then the working group has done whiatsét out to do. The ongoing
management thereafter or the ongoing responsibility for it can be passed back to

the franchisor with ongoing input from tlR&\C. But the working group is really a

special purpose grougExpert 1)

, TG P D Naskfone IDhink bringing it to FAC meetings is a bit general. | think
a taskforce would work better as people are focused on a specific question. (Expert
2)

In situatons in which a franchise network has an FAC in place, the project team

would be formed with the assistance and the endorsement of the FAC.

One of the experts was involved in a project team and was chairinggube
committeefdedicated to the creation tife ecommerce strategy, and he describes this case

as follows:
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In one case, part of the strategy was, there was a very progressive franchisor, the
issue was raised, it was discussed, it was broken dowmtwrkang party +a sub
committee The subcommitee went and got other franchisees involved. Certain
research was done. Certain modelling was undertaken. And then it was brought
back to the FAC who had several discussions around what it should be. So it was a
very good sort of structure. So, when the HAQorsed the final one, basically it
went out for comment to the larger group. And several state meetings were held to

explain in detail how it was going to go. (Expert 5)

That was the method that | have quite heavily been involved in and it was fairly
constructive. It was not without pain. There were a couple of franchisees that felt
that this was going to tear their business apart. And you had to spend some time

reassuring them. (Expert 5)

| was asked to chair the ssdmmmittee as | brought some thirdriyaexpertise to it.

It was purely a franchisee ssdmmmittee. There were no franchisor representatives

on it. And it wassix franchisees+two from FAC andfour additional franchisees

that were identified because they had different skill sets, came ffiarent types

of demographical areas. And we wanted a reasonable -s@&st®on of people

involved with this. Our role was to work out some kind of scenario and take it to

this working committee to assess it, tear it apart, and rebuild it. So we gave them

the model, gave them a couple of weeks to deliberate, discuss it with their peers and

their reference points, and then we met. It was abgt ZHHNVY ZRUWK RI DFV

work with the sulcommittee. (Expert 5)

National conference was coming up so we brdie [franchise] group up into
concurrent workshops and got the group involved that way. And then it was
launched with aboutix months leadh time, where [the] wedite was built etc. This

retail group had formed a centralised arrangement. (Expert 5)
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The madel steps.

The model itself represents three levels and eight steps that are crucial for setting up

an effective process for franchisee engagement:

1. Step one is associated with identifying the issue fosyiseem. The issue here
means the issue of a strgiteand ongoing nature and is associated with change
and/or innovation of some sort that is not purely operational in na@mgo{ng
strategic matters that are limited to operations can be dealt wile BAC,
provided it is effective).

2. Step two involes the franchisor developing a basic strategy line (or several
strategies or approaches) to be discussed with franchisees.

3. Step three involves rigorous discussion of this strategy or strategies by the FAC and
franchisor together where franchisées) $ &emlers lead the discussion. Various
tools can be used to keep the discussion in a constructive tone. If there is no FAC,
or if the FAC is dysfunctional, then the project teams can be created at this point in
time.

4. Step four involves decisions around the cosifpan of the project teamif it was
deemed necessatyand the evaluation of the need to get any external experts
involved.

5. Step five implisthe formation of the project team, which consists of franchisees
with expertise in the subject matter, franchidaffanembers with relevant
knowledge, and any experts, if needed. The project team works on the issue and
forms a solution or a number of solutions.

6. 6WHS VL[ LQYROYHVY WKH RXWFRPHV RI WKH SURMHFW W
the entire network (afterding approved by the franchisor). The outcomes are
presented by the chair of the project team (preferably a franchisee, rather than a
PHPEHU RI WKH IUDQFKLVRUYVY WHDP

7. Step seven: the outcomes/solutions are incorporated into the initial strategy
provided here is adequate feedback from the franchise group as a whole.

8. Step eight: the project team is dissolved if it is agreed by all that its goals have been

achieved and no further work and refinement need tonbdertaken
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Figure 5.4: Model for franchisee engagement in change and innovation

Source: Developed for this research.

Training and Support

Training is an integral part ofhe change initiative in any organisation, and
especially in a franchise systeservesto make sure that thehange is disseminated and
implemented correctly throughout the network. However, should franchisees not receive
adequate training, any innovation, however beneficial it may be for the system, may lend
itself to failure. Therefore, it is important to ensuhat the relevant training and support
structures are in place before introducing change in a franchise network. In this section, |
discuss the findings pertaining to the concepts of training and support of franchisees when
H FRPPHUFH ZDV & QaV buRiGexsHhbGddr Qotth of the cases presented in

this research.
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Case 1.

In this section, | discuss the training and support structures that were found in Case
1 as reported by the interview participants. In addition, both franchisee and franchiso
perspectives are presented.

Overview of training and support for Case 1.

In Case 1, the franchisor used a training night where a basic overview of the online
service system was given. The support structure was created where any questions could be
fielded and any concerns resolved. The support structure included: (1) a comprehensive
intranet website with all the procedursst up (2) a dedicated customer service staff
member to help withw KoHling fside of the franchisees' businesses, and (3) fieldosupp

managers assisting franchisees with this aspect of their business.

Franchisor perspective.

The franchisor explained the purpose of the training and support structures in place
for the franchisees to be able to learn about thenemerce system. Firsf all, brief, but

comprehensive training was provided:

We had a training night where they learned the new system [], the way it
was fitting the business model and into the marketing. So we trained them on the
product positioning, marketing, as well astige@able to help, transact and deal with
customers about it all. We knew it was not going to be enough but it gave them an
RYHUYLHZ« &6 )UDQFKLVRU

Secondly, support structures were put in place to assist franchisees if they had any

guestions pertainingptthe ecommerce system:

We then turned these things into procedures to put on our intranet and we
also have in the office here a dedicated customer service person to help with
pnlinef and we also have our field support managers that have assisted shem a
well. (CS1 Franchisor)
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Franchisors indicated that the technology was easy to use and all the relevant
information was provided to the franchisees viaithieanet however, there were still some
that needed extra assistance:

,WITV MXVW WK Rr¥aty @nkbRac&dDtyvire &eRstM needing to hold
their hands. (CS1 Franchisor)

Franchisee perspective.

7KHUH zZzDV VRPH GLYHUVLW\ EHWZHHQ WKH IUDQFKLVF
and appropriateness of training and support provided to them arounch¢hefthe launch

of ecommerce in their networlSomefranchisees felt that the training was insufficient:

W ZDV WKHUH LW ZDV EDVLF W ZDV MXVW WKH

LV D IHZ VFUHHQVKRWY DQG 3JR DKHD@ed®IG WU\ LW
could have been much better. (CS1 F1)

Others confirmed that the support structure was there when needed:

In my view, [franchisor] does provide a really good support structure.
They're not a franchisor who will be knocking on your door every dagvery
week, but if you need them they're there and they've got the right people to help you
through any issues you have. (CS1 F3)

Case 2.

Similar to the previous section, an overview of training and support processes for
Case 2 is provided, as well as@mparison of franchisor and franchisee views. Talte
at the end of the section, summarises the differences between franchisor and franchisee
perspectivetn bothCase 1 and Case 2.

Overview of training and support for Case 2.

Similar to Case 1, thee@mmerce platform in Case 2 was launched at an annual
conference whene the details were explained to the franchisees. However, technical

details were not discussed at that point. There was also a strong support structure provided,
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which included: (1) inttnet website with procedures and (2) support staff member at the
IUDQFKLVRUYV RIILFH WR JXLGH WKH IUDQFKLVHHYVY LQ WKH

Franchisor perspective.

Although during the launch of thea®mmerce the franchisor did ndelve into
technical detad about the system, strong support structures were provided to facilitate the
IUDQFKLVHHVY OHDUQLQJ 7KH IUDQHKQNRKRD QBVKBEDGHQUR R
Franchisorl) in the training process as normally franchisees would not receive ordirge ord
every day:

So when a franchise partner received an order we would call them and take them
through. Because it is their first time in doing an order like this we would refresh
their memory, remind them what the deal was, and remind them how they teeeded
handle the transaction. So, in effect, we trained them on the flight, would be the best

way to describe it. (CS2 Franchisorl)

Importantly, the individualised support wa®pt in place two yearsafter the
implementation of the-eommerce platform, so de alleviate any concerns arising from

the management of online orders:

| generally [] will follow up a franchise partner with a phone call if it's a big order
or if it's an unusual order, [] just to make sure that we're seeing the customer

through that jairney in the right way. (CS2 Franchisor 2)

Franchisee perspective.

From the franchisee point of view, there was certainty that the support was there

when needed as well as information on the intranet.

«GHILQLWHO\ SOHQW\ RI SHR &©dth dwaysNadkHo K we>v& RIILFH
got questions or go with our concerns. Definitely easy to find the information if we
ZDQWHG RU VSHDN ZLWK VRPHRQH« &6 )
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It was all put up. And there was nothing really to do. Hraernetsale would come
through in a @rticular territory then we would receive an email from the support
team at the head office telling us what it was and the address of the person, the
freight charge was included in the price and it was up to us to pick the item and
dispatch it. That was.itYes, there was plenty of support. It was very well thought
out. (CS2 F1)

However, the system was not fully automated, which had associated disadvantages.
For example, orders were not being forwarded to the nearest franchisee in a timely manner,

for whichthe support staff at the franchisor's office were responsible:

Sometimes things get lost in the system, don't get through to us. There are times that

offers have been done, and we were not made aware of them. (CS2 F2)
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Table 5.6 Summary of training and support for Case 1 and Case 2

Case 1

Case 2

x franchisor used a training nigh

X e-commerce was launched a

an annual conference

where a basic overview of the xtechnical details wereot

online service system was
given

X support structure was created
and included:

(1) a comprehensive intranet
website with all the

L rocedures,
Overall description P

(2) a dedicated customer service
staff member to help with
pnline fside of the franchisee:s
businesses, and

(3) field support managers
assisting franchisees with this
aspect of their business.

X adequate training and
information was provided
during the training night;

X relevant support structured
were provided as followp;

x franchisees that need ongoing
support with the system are
those who have not embraced
yet.

Franchisor perspective

X training was hsic, but
sufficient
JUDQFKLVHHVT x support structure was providec
perspective

discussed at that point

X strong support structure

provided, which included:

(1) intranet website with

procedures and

(2) support staff member at the

IUDQFKLVRUfV R
the franchisees in the online
transaction.

xbasic trainingabout the systen
at the annual conference;

Xstrong oneon-one support
during the first online
transaction, as well as some
subsequent unusual ones.

X training wasadequate

X support structure was
adequate and highly
individualised

x disadvantages of manual
system were evident in some
orders not being passed on i
atimely manner.

Source: Developed for this research.
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FranchiseeAttitudes and Perceptions of eCommerce

The examination of franchisee attitudes and perceptionsofmenerce was one of
the focal areas in this research, and was in direct response to the lack of studies that had
explicitly taken franchisee perspectives into account, thus making a worthybatiotrito
current knowledge. Indeed, the importance of investigahiafranchised] perspective has
been called for in previous scholarly wqiBant et al., 2011; Elango & Fried, 1997; Leslie
& McNeill, 2010). The theme of franchisee attitudes had a veiday of emotions, feelings
DQG RSLQLRQV ZLWKLQ LW 6XE WKHPHV VXFK DV IHDU
and enthusiasm, emerged from the analysis.

As a general consensus between both cases, (almost unanimously) franchisees had
agreed that-eommerce brought about positive changes for their businesses. In addition,
they reinforced the findings revealed in the previous research phase suggesting that
enabling transactional capabilities in their websites was not a matter of choice, but rather a
necessity in order to retain the competitive position of their business and maintain

relevance to the customer needs.

The vision of going online was goedZH KDG WR JR WKDW zZD\ ,YG EF
7TKDWYV KRZ LW LV RWKHUZliadknedRiX@E&JYH EHF
PDUNHWSODFH DQG ZH ZRXOGYYH DFWXDOO\ ORVW PRL

not engaging with online. (CS1_F1)

« LW LV VRPHWKLQJ WKDW GRHV QRW -doRMakteXss DQ\WKL:

a big bonus for us. (CS2 Franchisee3)

Sales t@l vs marketing strategy for the network.

Furthermore, the case study confirmed the findings of previous resphase
(Kremez, 2015; Nathan & Kremez, 201iat financial return for individual franchisees
may not be the key driving factor in introducimgcommerce to the franchise model.
Nevertheless, -eommerce is seen as part of the overall marketing strategy, rather than

merely a sales tool.
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| come from a corporate background. So | have some appreciation of stayjng [
ahead of the curve or at leasttw the curve when it comes to technology as it
moves along. So I'm one to embrace this change. | understand that for a business to
be successful, being up to date with IT issues is such a key element in that area,
making a business successful. So my e has always been a positive otito

take it on. (CS2_F4)

LWYV DQ DGGHG RQ YDOXH :H WU\ WR FRYHU DOO VR
WRRO LQGLUHFWO\ LWYV D PDUNHWLQJ WRRO DV ZHC
(CS2_F1)

Value of online presence.

In addition, franchisees have explicitly stated the importance of having an online
presence in the modern marketplace and in their industry. With the developntést of
Internetand mobile technology it is (arguably) imperative for all businessawintain an
online presence with interactive and transactional capabilities so as to meet the expectations
of their customergNathan & Kremez, 2012)ranchisees have identifieecemmerce as
giving them an additional way of providing an online presead reaching existing and

new customers.

Look, it gives us a presence. | don't think, to be honest, it generates a whole heap of

my income.[] But it's a presence, and you have to have a presence. (CS2_F2)

| don't think it was always pushed as somethirag tvas going to be a huge income
for us. What it was pushedvell part of it, was that it was actually also very much
a branding exercise. It givesit gave us an area where people went searching on

the web, online, so they could see our brand. (CS2 F2)

126



Confusion and fear.

In both cases, the introduction ofcemmerce was accompanied by fear and
confusion from some franchisees, especially those who were not part of the Franchise

Advisory Council.

I'm on the Advisory Council so | was quite privy to qaitkot of it. So | actually
had a very good idea of what was happening. Sometimes it could be confusing for

other people. Yeah.(CS2_F2)

:KHQ \RX ILUVW KHDU DERXW LW \RX UH D OLWWOH EL
about what could happen. (CS2_F3)

Esoecially, the fear was greater among franchisees who did not understand the

nature of online trading andoc®mmerce in general.

$QG ZKHQ \RX GRQTW XQGHUVWDQG VRPHWKLQJ LV DO
ZKDW WKH\ VD\ WKDW |HDU FEHRHYQM \W HMA W Z N B Q HOZHDG  R&

We might not always understand the full picture. You might not always believe that
LWV JRQQD ZRUN <RX PLJKW WKLQN 3RK P\ *RG WKDW

%XW LW KDVQTW &6 B)

| think at the time that we laundth@nline sales, it was seen as the threat of deadly
discounted products. | think our franchise partners wanted to be there, but at the
same time they were worried about whether it would affect their profitability. [] |
think the only negative or | guessaure feedback was mostly from people that just
maybe aren't that clear with online trading as a whole. Just not sure how the whole

process works, and how it works for their business. Yeah. (CS2_Franchisor2)

JUDQFKLVRUYV YLHZ RI IUDQFKLVHH DWWLWXGHYV

Thefranchisor in Case 2 related a story about one of his franchisees indicating how

a sceptical franchisee could be converted into a supportive franchisee.
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[Name of franchisee] had some challenges getting his head areccocheerce. He

could see that thereoald be problems if the customer ordered a wrong product

that he would order in, and then he would have to return it, and then it would cause

more heartache than what it was worth. And interestingly [name of franchisee] got

the very first order that was g@ted that went to his region. | recall a conversation

WKDW KH DQG , KDG DQG LW ZDV DORQJ WKH OLQHV R
JRLQJ WR EH ZURQJ $QG LW LV JRLQJ WR FRVW PH PRI
We talked him through it and he act0esO\ ZHQW WR WKLV FXVWRPHUYV
out that the product was not the right size. He had to order a larger product which

meant that his revenue was more. He found out another product at that site that
needed to be replaced so his revenue increasathagnd he also found out that

the customer waa fly-in-fly-out miner and was able to offer him a regular service

program which turned something like a $700 order into a transaction of $2500. So

in this particular case, the franchise partner got it. Theenny drops.
(CS2_Franchisorl)

Customer Considerations

,Q WKLV VHFWLRQ WKH LPSOLFDWLRQV RI WKLV UHVHL
are detailed. Apart from the empirical materials that the case studies have provided, | have
included quotes from gert interviews in this respect, thereby transferring tacit knowledge
into explicit knowledge on this important matter. Firstly, | discuss the franchisee and
franchisor views abouhe customelf Xble in the structure of theirr-@mmerce strategy.

Secondly the customer reviews from Case 1 and Case 2 are summarised relating to their
e commerce system. Finally, expert perspectives are discussed, providing further insight

into the customer considerations in the franchiscormerce strategy.

The ultimate apication of any businesw-consumer e€€«ommerce strategy is for
the customer to use indeed,Lawrence and Perrigot (201Bxplain that customers are in
fact at the heart of the business and it is this relationship that must also mem@ehs

analysedand improvedIn a franchise, the challenge is to integrate toemmerce in the
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system in such a way that provides the customer with a mutthannel shopping
experience that is both seamless and executed in a timely fashion. Both cases confirmed
thatthey were cognisant that (in recent years) customer expectations had changed and that

customers now expect to be able to transact online.

Customers that would normally come into our store and perhaps have a more
profitable stand, are now moving acrossth® online service. That was always
going to happen. Irrespective of that, we htd move into the online, the
Hcommerce, area, because we were forced to essentially by competitors and also
customers. So customers have certain expectations nowadaysnarmd those is

an online option. (CS1 F3)

Another emergent theme in this respect was that customtersvere searching for
a product or a service online, generally expected to obtain this product or service at a lower
price thanwasavailable through trational retail channels.

| guess it introduced some customers into our business that would not normally use

us because they're looking for the foast, lowHQ G W\SH« 6R WKH\ UH FXVW
would not normally have gotten. There's always the potential talgarn those

customers into a more profitable customer. We can offer additional services to

them. So further down the track they actually might become a more substantial
customer (CS1_F3).

In addition, franchisees were aware of the synergistic betleditsscommerce and
IUDQFKLVLQJ KDG SURYLGHG ,Q SDUWLFXODU IURP WKH I
that their online order or purchase twladitional LEULFNV D @é€seRcR b th
online presence. This factor might influence theQcd XPHUYJV GHFLVLRQ WR VKI
physical retailer that has online operations, as opposed to a purely online retailer or service

provider.

It gave us an area where people went searching on the web, online, so they could
see our brand. They knew that thegdhuEULF NV D Qd&hd RhatUn ddve
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always going to be there. So they had that confidence, that if they purchased
through us they had the baak behind them (CS2_F2).

Online customer reviews of Case 1 and Case 2

In this section, | discuss customeeetiback mvided online in relation to
Hcommerce for both cases. Case 1 exhibited a comprehensive enacted policy for handing
customer reviews and complaints, while Case 2 was not responding to customer reviews
online, even though a lot of them were negatiln addition, it is important to note that
almost half of the reviews (12 out of 25) for Case 1 were related to the online service
component, whereas for Case 2, none of the reviews were directly linkedeaithmeerce.

This observation could be partiadue to ecommerce playing a less significant role in the
entire business model of Case 2. Furthermore, Case 2 did not have a customer review
strategy in place, which was confirmed by them directly, and this factor could have also
havehad an impact orhe lack of customer reviews online in relation to theommerce

component specifically.

The customer reviews were assessed using an Internet search and through the most

popular customer review websites in Australia: Product Review

www.productreview.com.gwand Word of Mouth Onlingafww.womo.com.al

Case 1.

Four hundred and six (406) reviews were located online. Twergyeviews were
recordedover the period of ongear from November 2014 to November 2015 (inclusive).
Twelve of those reviews were related to the online service, therefore those reviews were

thoroughly analysed.

Overall, a majority of reviews were positiva general and in relation to

Hcommerce aspesitwhich reflected the successtioé e-commerce strategy in Case 1:

The entire online process was incredibly simple, fast and accurastoia advice

was friendly, honest and helpful at both ends (Customer review 6).
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However, there were some commorues that were revealed in the analysis that
reflected possible shortcomings of the chosen strategy. First, customer complaints primarily
arose from the fact that the fulfilment of orders was outsourced to a third party
organisation, whereas, from the cuBtel UV SHUVSHFWLYH WKH\ DUH LQWH!I
of Case 1 and were expecting that this organisation would be fully accountable for the
entire order process. Given this, the use of third party organisations in the order fulfilment
process concomitagt decreased control and increased uncertainty for all major
stakeholders: the customer, the franchisees and the franchisor. Thus, tsavioust
structure where third party organisations are contracted can have negative ramifications for

customer experiee, and ultimately brand image and the bottom line of the business.

In addition, two customers commented that franchisees were reluctant to help them

with their complaints because their order was made online:

The only explanation provided was that it waescause | had gone through the
online system(!). It seems that individual stores lose money with online orders and
therefore don't want to provide any service at all (my experience only) (Customer

review 10).

Second, the differentiated pricing strategy @ase 1 was reflected in one of the
comments from the customers. It supports the statements made by franchisees that
sometimes a different price online and storeflcan be confusing for the customer. The
customer obtained different quotes through onlkamel by contacting a franchisee and
FRPPHQWHG WKDW 38QVXUH LI WKH\ DUH WU\LQJ WR FKHDW
SULFH" &XVWRPHU UHYLHZ ZKLFK PD\ DOVR KDYH D QHJD

Third, there is evidence that an online am@opens an opportunity for franchisees
to increase customer satisfaction by taking an online transaction back offline and providing

an excellent customer service:

« DIWHU JHWWLQJ VRPH ULGLFXOdnX dcossHiddte @ VLY H T X|
Casel franhise]. Their quote was very reasonable and the service they offered was

outstanding. After a few online technical problems the staff at the [name of a
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franchise outlet from Case 1] said just bring it along and we will sort it. And that is
exactly what theylid. Special mention must go to [name of franchisee] who was

brilliant.

Finally, it is important to note that Case 1 had a comprehensive customer relations
policy where all customer reviews without exception were addressed and answerat, and
complaintsZHUH UHVROYHG )JURP WKH FXVWRPHUYV SHUVSHFW
even if the service is below expectation, the complaint will be considered and resolved.
Therefore, a comprehensive customer review policy online can hav¢eiondenefits for

the brand image.

Case 2.

Only thirteen reviews in total were found online, with none of the reviews relating
to ecommerce transactions. Neithayuld any customer reviews be located Facebook.
There was no formal customer feedback policy in placeshwvas confirmed by one of the
staff from Case 2. As a result, nine out of thirteen reviews were negative; however they
have not been addressed or responded to.

([SHUWVY YLHZV RI FXVWRPHU FRQVLGHUDWLRQV

Franchising sector experts also contributed grettlthe understanding of the
customel Perspectives and expectations ircanmmerce. First, and (perhaps) most
importantly, there was a consensus among the experts that the perceptions of the online
channel and its value for the ender have changed ovéretlast several years among the
franchise organisations. Francladusinesses now appear to understand that if #eyot
accommodate for-eommerce in some kind of way, they will die, they will become

irrelevant to the customé(Expert interview 3).

This shift has occurred primarily due to the change in the external environment
relating to market conditions. The customer expectations have changed, and therefore, the

businesses, regardless of their form and structure, have had to adapt:
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It is not like bdRUH ,W LV QRW DERXW 3ZH DUH DQ RQOLQH
SK\VLFDO VWRUH" 7KHUH DUH QR PRUH ERXQGDULHV
distinction between an online shop and a physical store if they believe they are
interacting with abrand. They expecto be able to buy online and exchange in

store, or research online and buy offline, or researcistore and buy onlinet

whatever is more convenient for a particular customer at particular point in time.

(Expert interview 3)

Second, customer purchasing@d®ns are more conveniendaven and less priece
driven than was previously the cas®f course, price still has to be competitive. The
FXVWRPHUVY SULRUHWL HKDIEAETHQIRZS HHOB Y spé&dUof thiegD P SO H
transaction, fast delivery@) " (Expert interview 3) On the one hand, there may be barriers
for the franchise business in respect of these priorities due to the inherent complexity of
supply chains in franchised organisations. This will depend on howdbmmerce model
works in agiven franchisg however, for the two cases examined in this research this
proposition holds to be true. On the other hand, the issues pertaining to channel flows in the
problem appear twofold. On account of the multiplicity of stakeholders in a frarghisin
relationship it can add to complexity, yet the valcen be added to the way that
Hcommerce is going to be delivered to the customer by the franchisee, which can convert a

customer into a regular client.

Third, there is increasing value in the custommtrics that the online channel
provides. Some franchise companies have been successful in using customers to promote
the brand in a manner that stimulates sales, which would be inherently more difficult to
attain and measure if it was not done online @gample, Domin® Pizza). For those
franchises that have embracedanmerce effectively and come to a wim solution with

franchisees, it gave them a substantial competitive edge.

Fourth, the tendency for most franchises is to integrate the onlinbeatchditional
channels and to structure the strategy in such a way that the customers still have a reason to
visit the pricks and mortar stof WHPSDQGLQJ WKH FXVWRPHU EDVH E\ S
DQG FXVWRPHUV WKDW GR QR YerfirRePi¢Wi 5 WR WKH VWRUH QR.
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Finally, experts also emphasised the importance of franchisee input in the customer
experience side dahe e-commerce strategy as franchisees a@nethe frontlines in their
businesses in operational daily bagiExpert 1), therefore &nchisees arébest placed to
know what the customer wants or if there is anything in the way BfIRRPPHUFH WKDWT\
causing concerns to customérs([SHUW 7TKXV [1UD QoFkcoMrigce | LQ S XW
strategy becomes invaluable for any network that ainmapoove customer experience.

The Changing Face of eCommerce inFranchising: 20122016

This section reflects the changes in the understanding-cafmenerce in the
Australian franchising sector over the course of four years, which is the time when this
resarch was undertaken. This section is based on my reflections as well as on the interview
data from the leading franchising experts in Australia. During this-year period there
has been what is tantamount to a historical shift of this concept in th&zakars
franchising sector. First, the way that both franchisors and franchisees -ciemneerce
has changed dramatically from 2012 to 2015. Second, legislation changes in 2015 led to a
greater awareness of this issue among the key stakeholders in gagahips, brought
about by a new requirement in the Franchising Code of Conduct to disetosengerce
activity in the franchise agreement as well as to update the Disclosure Document to include

this legislative change.

At the beginning of this research,hen interviews were coodted with 51
franchise organisations, there was a great amount of uncertainty dheuntegration of
Hcommerce into traditional retail or service businesses. A lot of networks were still unsure
whether this new channel in thearket would affect their industry and if so, how it would
fit into the channels through which they are currently operating. Other networks knew that
there was something to be done abowbmmerce, but they were unsure about how to
proceedBy 2016, mostranchise groups undeosidthat somehow they kdo adapt to the

evolving world and the changing expectations of the customer.

The experts confirmed that there has been a big step forward over the last several

years however certain challenges still rermaiAs one of the experts commented about the
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VWDWH RI H FRPPHUFH LQ $X \pwiaByOthad Qost Uranchiskrs Wil JUR X S
SUHSDUHG IRU LW EXW GRQfW NQRZ KRZ WR HPEUDFH LW

structures in place to readilgapt ecommerce (Expert 1)

2WKHU H[SHUWYV FRQILUPHG WKDW WKH XQGHUVWDQGLC
hasevolved and progressederthe last few years:

7KHUHYV VWLOO D IDLU DPRXQW Rl GHQLDO LQ WKH VF
years ago, DURXQG KRZ WKLV LV LPSDFWLQJ RQ SHRSOHT
H[SHFWDWLRQ WKDW LV GULYHQ SDUWO\ E\ SHRSOHTYV |
\RXJUH JRLQJ WR EX\ PRUH DQG PRUH RQOLQH $QG , M

franchise networks araround this (Expert 2).

Three to five years ago it was all very ndar the [franchising] sector and it was

not uncommon for franchisors to think that they did not need to do anything about
e-commerce, because they were a physical retailer, for example.tNere are no

more excuses, franchisors and franchisees equally understanthéyahave to do

it, otherwise someone else is going to take a share of their market. And in a lot of
industries this has already happened large market segment has beeketa by a

purely online business, like, for example, in furniture sales (Expert 3).

Experts confirmed that-eommerce has created a big gap between franchise
organisations that were able to successfully integratamemerce into their business model
and malk it a winwin situation with franchisees and those who were not. The former group
of networks acquired a significant competitive advantage. Others that chose a more
conservative approach were then forced to reconsider their market channels and to find

ways to incorporate-eommerce into their business:

One thing that the GFC (Global Financial Crisis) has proven to me is that that
there are basically two schools of strategy out there within franchising.®Jne¢ W { V

just maintain the status quo, stick ouralds in the sand and wait for the markets to
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turn around to where they were. And their models have traditionally tended to

suffer. And similarly with eeRPPHUFH« )RU H[DPSOH +DUYH\ 1R!
UHIXVHG WR HQJDJH ZLWK LW D Q&g oW &fith@ theHDro LVH G 3W
ZHYUH JRQQD JHW KXUW"™ $QG VR WKHLU H[HFXWLYH W
e-commerce). And that first group is where the market and the franchisees forced it

upon the franchisor to come to the table (Expert 5).

Trends andfuture possibilities.

Some new trends emerged from the expert interviews. As online sales implies trade
without territorial restrictions, it offers new opportunities to Australian and international
franchisors. By the same token, where exclusivity clausay limit the ability of
franchisors to sell within Australia, it has no jurisdiction in relation to internationally

located clients.

A trend for Australian franchisors and ndranchised retailers is to sell
internationally, as eeommerce enables this ftaer-less trade. Some have started
using their statistics of online sales internationally (or regionally) to research
where they should open new stores (based on where they had most sales). (Expert
3)

In addition, electronic technologies enable other oppdties within a franchise,
which can contribute to coestving, respond to customer expectations and adjust to the

evolving traditional retail model.

Another trend, not really a trend that | can see unfold in Australia as yet, but | can

see it coming inpirtual franchiseedfor certain selected territoriest like a

representative without the physical store but interfacing customers througbappop
VWRUHY DQG NLRVNV HWF 7KH EHQHILW LV WKDW WKH
sales go through the wabLWH DQG GRQYW KDYH WR EHDU WKH I
HEULFNV D Qét &R)UBEeH ¥)
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6KLIW LQ IUDQFKLVHHVY SHUFHSWLRQV

6LPLODUO\ WKHUH KDV EHHQ D VKLIW-cdrneidd,D QFKLVH
which has been discussed in an earliertigecin this chapter, and it has also been
confirmed by the experts interviewed. Franchistesare more proactive have been able
WR HPEUDFH H FRPPHUFH WR WKHLU DGYDQWDJH ,Q FRC
VFHSWLFDO DERXW H FRP PoHrddde K Bevdfits QiiZthd- R& HhatV
HFRPPHUFH LV DQ LQWHJUDO SDUW RI WRGD\TV EXVLQHVV

, WKLQN WKH IUDQFKLVHHVY SHUFHSWLRQ KDV VKLIWHC
ORVLQJ VDOHV , GRQ W KEDRHN MHR ™~ KIHRZU \DHESBEXWW HU W 1 U
are seeingeFRPPHUFH DV DQ RSSRUWXQLW\ WR H[SDQG WKH
this as an opportunity to expand my business? How do | use it to rddmest of

GRLQJ EXVLQHVV DQG WKH FRVW RI VHUYLQJ FXVWRPHL

, WKLQN W K shift ldIfhest bBistetiQallipwhere people used to seeramerce

DV DOPRVW D FRPSHWLWRU HYHQ LI LWV WKH VDPH E
IURP WKHLU DFWXDO IUDQFKLVH %XW , WKLQN WKHUHF
fact that a strong-€ommerce or digital presence of the franchise brand can benefit

HDFK ITUDQFKLVH XQLW LQGLYLGXDOO\ 6R HLWKHU SH
happen whether they like it or not, or they started to understand the value that this

additional activity provide$or moving business forward. (Expert 4)

Franchisor-franchisee collaboration and giving back to franchisees.

Finally, all expert interviewees concluded that matters of a strategic nature, such as
WKH LQWURGXFWLRQ RI H FRPPH Wwmplete@iVcBndDItdtiddv@tk KLV H K
the franchisees, otherwise there will be negative ramifications. One of the experts
commented as follows on whether he has been aware of cases where franchisors
proceeded to implement@®mmerce without any consultation wittanchisees:h, look,
, GRQIW WKLQN DQ\RQWKHYWKK WKW \DZIDANKW KDYH WKRXJKW
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pain levels quickhyarise” (Expert 5) In particular, franchisors whassumed that they could

treat ecommerce as a corporate source of incomendothemselves in conflict with
franchisees:None of them got away with it. They tried but in the end, the reality of the
ZHLIJKW RI WKH VLWXDWLRQ« $QG WKH IUDQFKLVHHV ULJKYV
(Expert 5). However, those franchise gps that designed a very transparent partnership
arrangementqot through this exercise much easier and in a much more constructive

manner than those franchisors that had less integrity in their actions and had no intention

of seeking input from franchiss. Further, this expert interviewee suggested that those
franchise organisations that instigated the process-adnmemerce integration with a

transparent partnership arrangement were able to launch tb@mreerce strategy sooner

than those organisatiotizat had conflict with franchisees.

,Q DGGLWLRQ H[SHUWYV KDYH KLJKOLJKWHG WKDW XQ
the standard practice foroemmerce in franchising is to give back to the franchisees
regardless of the structure of the modethink there is a genuine attempt by franchisors to
GR LW IDLUO\ DQG WR JLYH IUDQFKLVHHV VRPHWKLQJ EDF
operandi (Expert 2).

Barriers, Challenges andSolutions

Since the inception of this research, barriers to the intréddutlRQ RI H FRPPHUFH
franchising remain similar to what they were in 2012. The legislative change that requires
franchisors to disclose-eommerce activity forced franchisors to review their franchise
agreements and disclosure documents in this respecttake a closer look at their

e commerce strategy.

Multiple -stakeholder situation: consultation process with franchisees.

Due to multiple stakeholders in a franchising organisation, the challenge is to
design the business model which will incorporatoemerce. The process of negotiating
with franchisees and reaching an agreement on a viatenenerce model is seen as one

of the major barriers too.eommerce in franchising. Some networks were unable to integrate
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e commerce into their business models beeahsy were not able to come to a workable
agreement with the franchisees. The time required for this consultation process is not to be
underestimated and can be anywhere between threighteen months in duratioWe

had some clients go throughl@ maths consultation with the franchisees just to work out
ZKDW WKH EXVLQHVV PRGHO ZLOO EH" ([SHUW

Pricing.

The data reveal that pricing of products or services online can represent a challenge
for several reasons. First of all, customers expect to sbeaper price or a better offer
online. Secondly, as typically franchisees decide their own prices in their territory based on
the expenses they bear and other factors, it can be challenging to agree on a unified price

for the online space.

Trying to getfranchisees to agree on one price is very challenging and it is a big
barrier. The problem is that in terms of customer experience multiple prices do not
give the customer the best shopping experience. If you have to put in your postcode
before you can ffid out the pricg[it] is not what customer is usually looking for or

accustomed to these days. Some franchise agreements clearly state that franchisors

DUH QRW DOORZHG WR XQG HddJthat Wecotdds @ Fokrkiar kfbHV | SUL

Hcommerce in franchisg(Expert 3).

But | think with some intelligent discussion the majority would agree that people

HISHFW WR EX\ RQOLQH D ELW FKHDSHU DQG LI ZH Zt

offshore competitors would come into the space because a lot of products are
saurced overseas. So, it was tiadd, one was a need to develop some exclusive
branding for products within the store, that allowed us to control the pricing a bit
more. But where there were communal brands, franchisees have accepted that if we
ZHUHQ § %W ndaRd.itxheaper we were never going to get the volumes to make it
work. So, as we always explained more volume at a slightly lower margin was

always going to be better than lower volume at a higher margin. (Expert 5)
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Territories.

The definition of frachise territories in the agreements can also represent a barrier
to ecommerce. Whether the online space comes under this definition will determine how
much freedom the network has to design a viable structuredomenerce. In addition, the
fact that dot of networks did not regulate@mmerce in their agreements led to a position

that was conducive to some conflict.

One of our clients had to +erite their franchise agreements as it was impossible
for them to structure -eommerce in the desired way &snchisees owned the
territories. | am seeing that in the last43years more and more franchise

agreements are starting to includeemmerce clause(Expert 3)

Where the customer is going to buy in the franchsesritory the franchisor has

got to factor in some kind of wiwin solution. So usually, it is a rebate of some
description or usually they are trying to encourage the customers to pick up stuff in
the store and there are some innovative experiments going on about how to
combine thefaricksand the clickg[Expert 2).

Order fulfilment (speed, accuracy, consistency).

Another barrier identified by interviewees pertained to possible difficulties with
online order fulfilment. There are different ways in which fulfilment may be addressed in a
retail franchise system. First, there may be a centralised arrangement whereby the products
are shipped out of a centralised warehouse. Second, the franchisees themselves may be
responsible for shipping the online orders out to the customers. Third, s€lagstip)
franchised or companrgwned stores may be charged with the responsibility of handling the

online orders.

There can be positives and negatives in the first option. On the one hand, if an order
is assigned to a franchisee, and that franchisee mimtefulfil the order in time, then the
customer is left witta less thamptimum service experience. On the other hand, should the
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order be assigned to a franchisee and that franchisee treagniiat fclient as he would
treat a 'bricks and mortar'ieht, the interaction should result in a positive customer

experience (although the margin made on the online purchase might be less).

There are two sides to the coin here, because of the multiple stakeholders in a
franchising relationship it complicatekihgs incredibly but it can also add value to

the end resultthe way that ommerce is going to be delivered to the customer
(Expert 3).

For a service franchise, there are also several ways the order fulfilment can be
organised. Either the order is as®d to a franchisee through the online system, or a third
party organisation/s is charged with the responsibility of executing online orders, thus

becoming an extension of the brand.

There are possibilities for things to go wrong in both situations. lbraler is
assigned to a third party organisation, then neither the franchisee nor the franchisor will be

cognisant of how this service is delivered and, therefore, if it is not delivered in accordance

ZLWK WKH IUDQFKLVHYV FRPSD Qnc8 torlé bkGobptith®. SEckVWRP HU

an outcome will negatively impact on the brand integrity of that given franchise. However,
when the order is assigned to franchisees, it will depend on the individual franichisee
what manner they provide a service. If anithisee perceives online orders as unviable and

as a burden to their business, he is likely to treat the client accordingly. Therefore, it is

LPSRUWDQW WR XQGHUVWDQG WKLV LVVXH IURP ERWK

IUDQFKLVHHYY SHUVSHFWLYH

The sevices always have a physical delivery component. It came down to a
centralised reception area where orders for services could be taken and then

distributed to the delivery agent (Expert 5).

Profit-sharing arrangements.

The issue of sharing the profit froomline sales can also be a barrier if franchisor

and franchisees are not able to come to a mutually acceptable arrangement. There are
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different ways of finding a wiwin solution depending on what the business is and how the
current traditional business mhel is structured. The details of how profits can be re

distributed back to the network can be found in the following section.

Computer literacy of franchisees.

The challenges that new technology brings to any business alwchydesthat of
training peofe. The training may be even more complicated to implement given that
franchisees are independent business owners and that some may experience more
challenges associated with technology than others, due to generational differences in
computer literacy. Thefore, another concern is to make theoenmerce technology easy

for franchisees to use and to train them appropriately.

7TKHUH LV QR SRLQW WDONLQJ WR D IUDQFKLVHH ZKR FI
check their email or does not log in to his onlmanagement portal every week
(Expert 1).

Choice of most appropriate technology

Another important decision revolves around the choice aaf appropriate

Hcommerce platform.

Some platforms can be very powerful but also very expensive and sometimes an
ovekill to use for most brands especially in the Australian market. So that choice is
a challenge. A lot of people these days end up using Magertomimerce
platform), which meets the needs of a lot of our clients (Expert 4).

Funding of eCommerce setup.

TKH TXHVWLRQ RI ZKHWKHU WKH H FRPPHUFH LQIUDVW!
or by the franchisees through the marketing fund, or through additional contrgintion
franchisees is one of a disputable nature. The decision should be based on facitifge

« DQ\ SURMHFW WKDW UHTXLUHV IXQGLQJ ZKHUH I1UDQ
to this project, they have to be sure that franchisees are going to get the value out of
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this funding. So most of our clients have a marketing levy paid by théisaas

but the larger projects like-eommerce may require additional funding from the
network. And the questions comes up of whether the franchisee in one area would
get the same value as the franchisee in another area, was the question that has

come up wh one of our clients (Expert 4).

Conclusion

This chapter reports the findings of Phase Il of this doctoral research. The findings
reported here emerged through a rigorous qualitative research process which included
interview data analysis as well as @ealysis of materials from other sources in order to
achieve a more complete picture of the research issues. The empirical materials collected
for this phase of research included two case studies of franchise organisations and expert
interviews in the frachising field. The main findings of this phase of research are as

follows:

First, healthy franchise relationships were found to be supported through franchisor
leadership and communication and collaboration of the franchisor team with the
franchisees. Twanain levels of communication were identified: communication with the
entire franchise network and communication at an FAC level. The information available at
these two levels was relatively different and thus franchisee perceptions varied depending

on wheher a given franchisee was an FAC member.

6HFRQG )$& ZDV IRXQG WR EH LQVWUXPHQWDO LQ KD
strategy however, both Case 1 and Case 2 later reflected that a special purpose group
would have been better suited to address issnéshallenges presented at the time of the
LOQWURGXFWLRQ RI H FRPPHUFH LQWR WKH QHWZRUN 7KLV
from Phase Il, which highlights the usefulness of pha@ect team approaclor seeking
franchisee input into strategy @gaining franchisee acceptance. Consequently, a practical
PRGHO IRU IUDQFKLVHH HQJDJHPHQW LQ WKH H FRPPHUFH
assist the implementation of tpeoject team approach~ourth, the appropriate amount of
training and supportd RP WKH IUDQFKLVRU zZDV YLWDO IRU IUDQFKL
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and the transition to prioritising online sales in their daily operations. Fifth, franchisee
SHUVSHFWLYHYVY RQ H FRPPHUFH ZHUH H[SORUHG DQG LW ZD
undersand the strategy they will (accordingly) perceive additional benefits in this change.

Lastly, consumer considerations are an important aspeehdf FRPPHUFH VWUDWHJ\
appropriate policies need to be in place for customer reviews online (relatinijm sales

or otherwise).
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CHAPTER6- /HIBBQVLGHUDWQRQW D\ G

Introduction

The primary purpose of this chapter is to examine the legal issues pertaining to the
XVH RI H FR BheAustralldn frghchising sector. The legal analysis conducted in this
phase of researclaims toaddress the research questas to how the development of
Hcommerce in franchising has changed the legal landscape. Considering the history of
conflict between franchisors and franchisees in this respect, the complexity thagahe le
DVSHFWV RI HFRPPHUFH EULQJ\hadteR td the @ripertacd oRUJD QL V
dedicating a separate chapter in this thasiggal issues pertaining the nexus between
H F R P P&ht franchisingThis chapter is critical since it attemptsctantextualise how
WKH GHYHORSPHQW RI H FRPPHUFH LQ IUDQFKLVLQJ KDV FK

The research questions of this chapter are examined from an analytical perspective
in order to properly identify the issues and problems. This chapter requires an aofedysis
FRPELQDWLRQ RI PXOWLSOH VRXUFHV RI GDWRmMEretkODWHG W
in Australian franchised business@$ie approach in this chapter is a contingent one, since
, GLG QRW VHHN WR H[DPLQH FRQ \kxueHatdr, Lekanking MieL Q UHOI
VLIQLILFDQW LPSDFWV ZKLFK H FRPPHUFH FDQ KDYH RQ
challenges that often go beyond the scope of the traditional agich service market

channels.

The data pertaining to this chapteemncollected from both primary and secondary
sources. The primary data includes domestic legislation, judicial decisions, and interview
data. Part of this research includes the analysis of interviews with lawyers and other experts
in the franchising field. The deamh to include interview data was made due to the
preponderancef practical information sourced from articles dating backthe early
2000s. Therefore, it was imperative to tiseexpert knowledge of practitionevgho work
in the franchising sector to wemine whether there has been a shift in franchisor
franchisee legal relationships to accommodate the introducticcahenerce. In total, five

interviews were included in this analysis as per Appeindixvith an interview schedule
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JXLGLQJ ODZieMd) & pdr QppentdD. The identification of key issues was
enabled through revising existing literature as well as analysing the interviews, which
extends the outcomfarrther. The secondary data includes books, research studies, journal

articles, and neorts.

The structure of this chapter is as follows. Firstly, the legal and commercial issues
SHUWDLQLQJ WR WKH XVH RI HFRPPHUFH LQ $XVWUDOLDC(
conjunction with the relevant literature and empirical materials from expienviews.

Secondly, a legal analysis of both statute and common law is presented. For this purpose,

KRZ WKH H[LVWLQJ ODZV ERWK VWDWXWH DQG FRPPRQ OD
franchising is examined. In order to do so, the relevant sectfahg Branchising Code of

Conductas well ashe Australian Consumer Law (ACL) are reviewefldding to thesg

possible implications of theecentTreasury Legislation Amendment (Small Business and

Unfair Contract Terms) Act 2015 (Cth) aakso brieflydiscussedIn addition,relevant case

law is examined and analysed. Finally, the chapter concludes with recommendations for the

franchising sector in this dynamic domain.

The Legal andCommercial Issues

7KH DGRSWLRQ RI H FRPPHUFH EayldgivP €skE kKoLséwe@ RUJIDQL
commercial and legal issuetn particular, encroachmentby a franchisor with their
IUDQFKLVHHY UHSUHVHQWY WKH FRUH SRWHQWLDO LVVXH
franchising. Althoughencroachment in franchising can taleveral forms, for example,
territorial encroachment, product or service encroachment, and trademark encroachment
(Emerson, 2010; Vincent, 1998his researchrestricted its focus tgroduct or service
encroachment via the online channel pincroachmerff(Voropanova & Cliquet, 2016)
which was discussed in Chapter 2.hiE type of encroachment emerged due to the
development of alternative channels of distributidimaf is, online). In particular, the
development of thénternetand mobile technologies arldeir use in business may lead to
product and service encroachment in franchigieufmann et al., 2010; Terry, 2002)he

threat for the franchisees and the overall stability of the franchise system when considering
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online distribution, relates to whexisting franchisees lose customers through distribution
channels other than those subject to the franchise, such as from a supermarket, through
mail-order or thenternet(Hellriegel & Vincent, 2000; Purvin, 1994; Terry, 2002).

Furthermore, it is importa to emphasise that infringement of territorial rights
through online product or service encroachment has become one of the core difficulties for
franchised businesses willing to embark on busi@s®nsumer e€ommerce (Terry,
2002). In fact, encroachmg? territorial or other business expansion by the franchisor that
invades the actual or perceived rights of an existing franchiseargwably the greatest
challenge to the penetration ofcemmerce in the franchising seci@iles, 2012; Terry,
2002) Enaoachment may bealso seen by franchisees asfranchisor competing with
franchisees through an online (and potentially unrestricted) channel. This issue has been
DOVR FRQILUPHG E\ WKH GDWD GHULYHG IURP H[SHUW LQW
acivity may be setXS LQ FRPSHWLWLRQ ZLWK IUDQFKLVHHVY EXVLQ

7KH PDLQ SRLQW LV WKDW WKH IUDQFKLVRU LV FRPSH
WKLQJ ZKHUH LW LV D FROODERUDWLYH HIIRUW ZKHUH
LW TV D QR Ws&yHIUhaveKkard Bxdlusive territory and do my marketing, if the

franchisor sells within my territory that cuts the number of customers that | can
potentially have (Expert 6).

Exclusive v norexclusive franchise territory.

The issue of exclusivity in frande contracts has also becomee of the most
contentiougssues iditigation (Terry, 2002). In particular, when no exclusivity is granted
to the franchisee, the franchisor will be liable for failing to act in good faith and engaging in
unconscionableand misleading and deceptive conduct (Floriani & Lindsey, 2002; Terry,
2002).

If the franchise agreement does not have provisions specifically for trading in the
online environment and the terms of agreement provide for an exclusive franchise territory,
then the franchisor has a legal obligation to negotiate any use of the online channel with
IUDQFKLVHHY DV WKLV FKDQQHO LV FRQVLGHUHG WR EH SD
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the franchise agreement. According to the legal principles in corénactif terms of a

contract are ambiguous in relation to which channels the franchisee has exclusive rights

over, then teseterms will be interpretedontra proferentengTerry, 2002), which means

that they will be interpreted unfavourably for the paritttirafted this agreememtamely,

the franchisor. Therefore, if the franchise agreement is silert@PDWWHU RI H FRPPHU
and there is a clause that states that the franchisee has exclusive rights in the specified
territory, where the territory is natearly defined, then it is implied that the franchisee also

has exclusive rights for any sale occurring online from within their territory.

However, if the franchise agreement does not stipulate any exclusive rights for a
franchisee over its territoryhe situation is different. Wen the franchisor designs how the
RQOLQH FKDQQHO LV JRLQJ WR EH LQWHJUDWHG LQWR WK
under both common and statutory laws can be used to protect the franchisees from unfair
competition bythe franchisor via online saleshich are discussed later in this Chapter.

Franchise agreements: contract terms.

E-commerce also often poses a significant challenge for franchise businesses where
the original (and often outdated) franchise agreementsadoregulatelnternetuse by

franchisors and franchisees (Floriani & Lindsey, 2002).

In the franchising relationshighe key governing role is played by the franchise
agreements. Many important aspects of operating a franchise are regulated by #et contr
between the franchisor and the franchis&eerefore much depends on this contract in
relation to the rights and obligations of parties. The contract consists of two essential
GRFXPHQWYVYV IUDQFKLVH DJUHHPHQW DQG Cliord=dbalRV XUH GRI
the agreements, it is natural that they are written in a favourable way for the franchisor:
minimising obligations of franchisors and maximising their rights as well as doing the
reverse for the franchisees. Franchisees are expected to gally [@bliged to receive
professional legal advice on the agreement into which they are entering. However, not
many franchisees follow this advice, and if they do, they do not always engage lawyers
who specialise in franchising, which sometimes leads weaker power position for the
franchisegBuchan, Frazer, Weaven, Tr&lam, & Grace, 2016)
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SHIXODWLRQ RI' H FRPPHUFH LQ IUDQFKLVH DJUHHP

7KH ILUVW LVVXH LQ UHODWLRQ WR IUDQFKLVH DJUHH
either franchisee or franchis@ whether it is regulated contractually. The relevant terms of
the franchise agreements were explored in the interviews, as well as whether there has been
a shift towards greater contractual regulation of online saledalthe introduction of the
revisedCode. Due to confidentiality of the contracts, the only wagxposethe past and
current practices is to do so directly from the practitioners, as this could not be found in the

literature.

A common theme between the five experts was the evolutioneoffréimchise
agreements over the last five years that occurred partly due to the change in the distribution
channels and the general business environment, and partly due to the change brought by the
introduction of theevisedFranchising Code of Conduct danuary 2015. Where five years
agofew DJUHHPHQWY FRQWHPSODWHG H FRPPHUFH QRZ PRUH
starting to include the provisions in their franchise agreements as well asidgéldis
detail in their disclosure documents regardomgine sales. Since 31O0ctober 2015all
Australian franchisors were required to be compliant with the requirements vibed
Code.

The reality is that a large number of franchise agreements do not even contemplate
e-commerce or have not contempthtecommerce. In that regard it has to be

acknowledged that franchise agreements are not as dynamic as operational
documents, such as operations and procedures manuals, but are still dynamic

documents and need to be updated periodically (Expert 1).

There ae certain implications for cases where the online channel is not regulated in
the agreements. Firstly, the franchisor becomes vulnerable to franchisees themselves selling
online, while usually there are contractual and legislative restrictions on uaimghisor
trademarks in this respect. Secondly, franchisors may not be legally able to implement their
strategy in the online space, due to the exclusivity given to the franchisees in their franchise

agreements.
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Where the agreement is silent on the issuiHHoF RPPHUFH WKH IUDQFKLVR
itself vulnerable to the franchisees going out and doing their own thing. And that
happens equally with franchisees doing their own websites, Facebook pages or

direct emails where there are no provisions in the frareligreements or policy

WKDW JRYHUQV WKLV 7\SLFDOO\ >«@ IUDQFKLVH DJUH
franchisee is not allowed to register business names or trade names using the
IUDQFKLVRUYV QDPH ZLWKRXW WKH IUDQaKnoVRUVY FR
included thelnternet online or social media phibitions by the covenant or

Hcommerce prohibitions by the covenant (Expert 1).

The development of franchise agreements.

One of the definitive findings of this research is that franchise agresnaeat
HYROYLQJ WR PDWFK WKH GHYHORSPHQWYV RI H FRPPHUFH
remaincompetitive and offer the same mdhiannel shopping experience to customers as
their nonfranchised counterparts. Importantly, these developments [waearred

independently of provisions included within ttexisedFranchising Code of Conduct.

Obviously franchisors are increasingly adding these things today but where legal
GRFXPHQWY DUH RXW RI GDWH LW GRHVQfWe SURWHFW
line gets very blurry between what they want to do and what they actually have the
legal rights to do. Now, with the introduction of fnevised] Code this year many
companies were forced to go and have a look at the agreements and make sure that
they were compliant with thérevised] Code. As a byroduct, it is also forcing

them to look at their business model as well. So, what we might find with the
implementation of thdrevised] Code is that more systems are becomipg
commerce awar§and more syems are including provisions forthat or
covenants for thatfin the franchise agreements. Particularly as there is a
disclosure requirement under thieevised] Code as to how the proceeds of any
online sales will be dealt with (Expert 1).
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A legal exper (Expert 6) explained that although most franchise agreements
FXUUHQWO\ GHDO ZLWK H FRPPHUFH LQ RQH RU DQRWKHU
explain operational details pertaining to terms of prstiiaring, order fulfilment and other

crucial aspest

7KHUH DUH VRPH >DJUHHPHQWV@ WKDW \RX FDQITW UHL
DUH TXLWH IDU IURP ZKDW KDSSHQV ,WfV PRUH JHQHL
of story (Expert 6).

In addition, before the legislative requirement to include thmerdales provisions
in the contracts came into effect, franchisors started to update their agreements in this way,
without updating their disclosure documents. This practice may have had the purpose of
allowing franchisors to exercise their powers withany restrictions in the online channel
andZLWKRXW DQ\ UHJDUG WR IUDQFKLVHHVY ULJKWYV

A lot of the times | find that franchisors these days have updated their franchise
agreements to be able to do what they want online, regardless of whether they have
or have not updated their disclosure documents in this respect (Expert 6).

Another development of franchise agreements in this respect was the evolving
definition of franchise territory. A lot of franchisors are moving away from traditional
definitions of extusive franchise territory antchstead, XVH WHUPV OLNH puSULPH P
DUHDY ([SHUW DQG GHILQHG WHUULWRULHV ZKLFK PD\
(Expert 6).

Price fixing and dual pricing.

2QH RI WKH LVVXHV FRQQH F \atdrgeddntirK frahnising iERPPHU F
that of pricing the products or services sold online as opposed to those sold in store.
Normally, customers expect a lower price online regardless of whether they are buying
from a franchisefrom a compampwned store or a mefranchised business. Therefore,
this creates some conflict in the channel where a franchisor seeks to createchamukl

customer experience. In addition, franchise agreements may regulate pricing to some
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extent for example, they can suggest a RRE&c¢mmended retail price) but a franchisor

cannot dictate prices to franchisees at it may be a form of price fixing:

For example, we acted for the [company name] franchisee. When they introduced
an online platform they were basically telling us what pseehad to supply that
product at. And we did not agree to it. So we took them on and suggested it was a
form of price fixing because they were telling us to sell a product at a price and we

had not agreed to it (Expert 7).

One of the solutions to avoidripe fixing is to havea dual price policy, with
different prices for the online and-gtore environment. On the one hand, this avoids the
conflict between franchisor and franchisee in relation to price fixing. On the other hand, it
creates other problemdor example the difficulty of managing individual prices of
franchisees and compromising customer experiencéaasng to type in your postcode to
find out the price is not exactly the customer experience most people are looking for

nowadays (Expert3):

For example, if you go see [company name] website you will see a warning
statement there and usually the online price is less than tbktia price. So there

is a duatprice. You have your discounted online pricing and the price that you get
when youwalk in [the] store and engage a sales rep and then you get a price
(Expert 7).

The Competition and Consumer Act prohibits price fixing and certain cartel
conduct. There are issues around competition law that come into play here (Expert
7).

Franchisees siing online.

$QRWKHU LVVXH WKDW PD\ DULVH DV D UHVXOW RI WK
franchised networks is the use of alternative online distribution channels by franchisees.

JRU H[DPSOH LI WKH IUDQFKLVRU GR Hatedy B p&licy¥iiH D VWUF
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place, then some piactive franchisees may feel that they are missing out on a share of the
market, and may take the initiative and start selling products sourced through the franchise
YLD WKLUG SDUW\ ZHEVLWH\WnerkY phtibHD Ohd ofVtkeHdxpertR Z2ZQ H F|

interviewed describes the problem as follows:

| recall [company name] having an issue with their franchisees selling the products
on eBay, and | think [company name] did too. So basically instead of the
franchisees goingout and creating their own websites they were selling the

products out the backdoor on eBay. And in some cases they were not
acknowledging that the products were sourced through the franchise in the first

place (Expert 1).

However, franchisors are genkygprotected against such behaviodirfianchisees
by legislative and contractual provisions. The restraints of trade provisions in the franchise
agreements would be protecting franchisors from franchisees selling via third party
websites as it would amaouto running a business in competition with the franchise. With
UHJDUG WR IUDQFKLVHHY FUHDWLQJ WKHLU RZQ EUDQGHG
the franchisor is protected by contractual provisions on the use of trademarleseasréh

usuallyclearly defined. One of the experts explains:

The grant of rights for a business may say that you have rights to sell restolrén

So they restrict the nature of the business to a fixed site premises. So most
franchisors would have a clause in theiarichise agreement that would say that

\RX FDQYW VHW XS \RXU RZQ ZHEVLWH XVLQJ RXU WUDC

Key Governing LegalPrinciples

Good faith and fair dealing.

The obligation of parties who enter, or propose to enter, into a franchise agreement

to actin good faith towards one another is applied to any matter arising in relation to the
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Franchising Code of Conduct or a franchise agreement. This statutory obligation was
introduced by theevisedCode from 1 January 2015. The obligation extends to afichsp

of the franchising relationship, which means that both current and prospective franchisees
and franchisors must act in good faith in their business dealings with each other. The
obligation to act in good faith cannot be excluded or limited by a clauseother
contractual document, including a franchise agreement. Prior to the introduction of the
revised Code, the principles of good faith and fair dealing applied under common law
principles, whereas now the Code explicitly deals with the obligatiopagties to a

franchising relationship to act in good faith.

The definition of good faithfis not expressly defined in the Code. Under common
law, good faith requires parties to an agreemeskéwcise their powers reasonably and not
arbitrarily or for some irrelevant purpose. Certain conduct may lack good faith if one party
acts dishonestly, or fails to have regéodthe legitimate interests of the other party. The
regulating body for franchising in Australia, the ACCC (the Australian Competition and
&RQVXPHU &RPPLVVLRQ SURYLGHV H[DPSOHV RI KRZ H FRI
may breach the obligation of good faith if a franchisee has exclusive territorial rights under
the franchise agreeme(figure 6.). The example below describes the genegrtlre of
GLVSXWHV RYHU RQOLQH VDOHV LQ IUDQFKLVLQJ DQG $¢
IUDQFKLVRU RU D EXVLQHVYVY DVVRFLDWHG ZLWK WKH IUDQF

exclusive territory, then the franchbisis not acting in good faith
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The franchisor of a video rental franchise systgamted dranchisee an
exclusive licence over a particular territory.

This means the franchisor was not allowed to be involved in the rental and/c
of video products, or a business of a simil@W XUH ZLWKLQ WKH IUDC

During the agreement, a business that was related to the franchisor sold D\
LWV ZHEVLWH WR FRQVXPHUV ZKR OLYHG LQ WKH
take any action to prevent these onlinesal

%\ DOORZLQJ LWV UHODWHG EXVLQHVV WR VH
franchisorhas not acted in good faithas it failed to remain loyal to the promise of the

franchise agreement.

Figure 6.1: Acting in good faith statement.

Source: ACCC webs|tatps://www.accc.gov.au/business/franchising/actmgood

faith

Legal Analysis

Statute law.

An analysis of statuty law is central to understanding the development and the
LPSHGLPHQWYVY WR WKH GHYHORSPHQW RI H FRPPHUFH LC
Importantly, the relevant legislation has changed substantially during the course of writing
this PhD, which indicatethat the importance of this topic in the franchising sector as well
as that change was due to take place for several reasons (detailed in the following sections).

Both the Franchising Code of Condu€@pmpetition and Consumer (Industry Codes
Franchising)Regulation 2014nd the Competition and Consumer Act 2010 (Cth) will be
GLVFXVVHG LQ UHODWLRQ WR WKHLU DSSOLFDWLRQ WR H F

Franchising Code of Conduct.

Firstly, the key piece of legislation relevant to this research is known as the

Franchising Code of Condudthe Code), which is a mandatory industry code that applies

155



to the parties to a franchise agreement in Australia and is regulated by the Australian
Competition and Consumer Commission (ACCC). In the final stages of writinth&sss,

a significant change to the Code came into effect o thenuary 2015which deak with

several issuegelevantto this researchOne of the most important changes to the Code, for
the purposes of this researefgs thechange regarding the dissure ofsupply of goods or
services via online saletem 12 in Annexure 1Oisclosure document for franchisee or
prospective franchis¢eof the Code now requires the franchisor to provide a detailed
disclosure of supply of goods and services through ahine channel. This change
intended that now, not only did the franchise agreements have to detail how the online
distribution channel was managed within the franchise, but also that the disclosure
document, which forms part of the franchise agreemexst,tth be updated to match what

the franchisor is doing or intending to do in the online channel.

Specifically, the disclosure document should now include the rights of franchisees
in relation to the online channel, such as whether the franchisee may vailkbla goods
of the same type or brand online, or services of the same type online. AndwHetber
the franchise agreement restsi, or places conditions oW KH ITUDQFKLVHHYfV DELOL\
those goodsand services available online; amdhether gods or services may be ned
available via a third partyebsite, and if so, specifigestrictions or condibns by the
franchisor on thel U D Q FKus¥ Bifk §hird party website; as wellthe extent to which
those goods or séaces may be supplied oudg the territory of the franchise.

Importantly, section 12(3)f the Codeequiresafranchisor to provide the details of
whether the franchisor or an associate of the franchisor or other franchisees makes, or
expects to make, goods services availablenline. [ so, it is required to specify the extent
to which those goods or services may be supplied in the territory of the franchise; and in the
case of goods or services made available via a third party wells#gedomain name or
URL of the third partywebste needs to be specified. Finally, section 12(5) of the Code
specifically deals with detailing the preBharing arrangements that apply in relation to
goods or services made available online avidch would affect the franchisee, and

whether thesereangements may be unilaterally changed by the franchisor.
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Another change of the Code affecting the franchismmchisee relationship is with
regard to the new statutory obligation of the parties to a franchise agreement to act in good
faith. The issue ahthe meaning of good faith under the revised Code were discussed
earlier in this chapter. Part 1 Division 3 of the Code now specifically regulates the
obligations of franchisors and franchisees to act in good faith to one another. With regard to
H F R P P Hdtivity by the franchisor, it would be considered that the franchisor has not
acted in good faith if the franchisor sells products or services to customers within the
IUDQFKLVHHTVY H[FOXVLYH WHUULWRU\ ZLWKRXAVth8 ULRU DJU
same time, the franchisor would be in breach of the Code provision in section 12(3) of the
Code.

In addition, the revised Code requires that the franchisor sets up a separate bank
account where advertising levies or marketing fees are paid byrdahehisees. This
provides greater transparency for the franchisees and makes the franchisor more
accountable for how the marketing and advertising money is being spent. The relevance of
WKLV FKDQJH WR H FRPPHUFH DFWLY beling WinGiXttetM&® W KH 1D
FRYHU H[SHQVHVY DVVRFLDWHG ZLWK HVWDEOLVKLQJ DQ H
systems are having the profits from online sales transferred into the marketing fund, which
is then used for the benefit of the system (for exanmpleover the expenses of national
advertising campaigns or social media campaigns). In this respect, the requirement of the
revised Code acts as an insurance for the franchisees for the transparency of the actions of

the franchisor.

The above changes réged a number of ambiguities that were present around the
XVH RI H FRPPHUFH LQ IUDQFKLVLQJ SULRU WR WKH LQWUR
of the revised Code, franchisors have been forced to update their franchise agreements and
their disclosue documents to make sure they were compliant with the Code in terms of
ZKDW WKH IUDQFKLVRUYV FXUUHQW RSHUDWLRQV RU IX
HFRPPHUFH 7KH GLVFORVXUH RI WKH RQOLQH VWUDWHJI\ L
from having certainty and clarity around what the franchisor is doing or is intending to do
DERXW H FRPPHU Rddis@idasBre Onlih® saled/ is mediating thésks that
franchisees are bearing in terms of potential unfair competition by the franchetoit Y

157



may be too early to see the effects in practice of this legislative change. This change does
not apply to the agreements entered into before the 1 January 2015. Therefore, there still

remains a potential area of conflict between franchisors andhisees.

With respect to the other two changeshe terms of good faith and the obligations
of the franchisor in relation to the advertising/marketing fees paid by the franchibees
implications of these in practice are still uncertain. However, itnidear how exactly
franchisees will access the information about the advertising spending and how exactly the
franchisor will implement accountability in this respect and whether it will create more

potential conflict over the use of funds.

The impact of lte revised Code on product or service encroachment through the
online channel is quite significant. Where the franchisor conducts online transactional
activity potentially in competition with franchisees, the franchisor must disclose this
information to tke franchisees, otherwise the franchisor is breaching its obligations under
the revised Code. In addition, if the franchisee is granted an exclusive territory under the
franchise agreement, the franchisor may also be in breach of the term of good faith unde
the revised Code. Whether the revised Code will provide a solution to potential
HHQFURDFKPHQW RU QRW LV \HW WR EH VHHQ KRZHYHU
regard to their rights within their territories (whether exclusive or not, anchdeygeon
how the territory is defined by the contract) can be managed more easily if the agreement
and the disclosure document is unambiguous about the online sales aspect of the business.
However, the Code does not solve the problem of encroachmentstingxtontracts

entered into prior to the introduction of the revised Code.

This change to the Code might give rise to an additional development of

H FRPPHUFH LQ WKH IUDQFKLVLQJ VHFWRU )UDQFKLVRUYV

documents and atéhsame time they are encouraged to review their business model and its

fit for the modern marketplace (Expert 1). Whereas previously some franchisors chose to

\

SVWLFN WKHLU KHDG LQ WKH VDQG DQG ZDLW IRU WKH PDU
theywHUH” DQG ZHUH WKLQNLQJ 3*WKDW H FRPPHUFH LV MXVW

now franchisors are being forced by the legislative change to draft appropriate online sales
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policies and strategies and adjust their business model (and renegotiateaaggscwith
franchisees)The fact that online sales are now regulated by the Code may influence some
conservative franchisorthat had previously abstaied from entering intoH FRPPHUFH

arrangements in their systatue to potential difficultieassociatedavith this strategy.

Competition and Consumer A@010(Cth).

The other important piece of legislation applicable to issues identified in this
research is thAustralian Consumer LagACL) as set out in Schedule 2 of t@@empetition
and Consumer Act 201(Cth). Australian consumer laws have undergonao#iceable
number of changes and reforms in the last dedadearticularthe ACL has put in place a
number of provisions to ensure that businesses within Australia engage in ethical business

practices.

Unconscionable conduct

Section 20 of ACL prohibits unconscionable condagit is understood within the
meaning of the unwritten lavection 21 relates to business to consumer transactions, and
provides that a3person must not, in trade or commercecannection with the supply or
possible supply of goods or serviceaferson, RWKHU WKDQ D OlhgayeH'G FRPSDQ
conduct that is, in all the circumstances, unconscionalfieompetition and Consumer Act
2010 £Schedule 2 (Cth) s21(1).)

Section22 applies tdousinesgypetransactionswherein section 22 (1) specifies

that a person must not act unconscionably when:

(a) supplying goods or services to a person other than a limited public
company; or
(b) acquiring goods or services from a person otherhtan a limited public
company
This section applies tousiness transactions including small businedspsotects
persons who are not 'limited public compani®si.the other handection22 (2) describes
what the court may take into consideration whetednining whether conduct lay

supplier towards a business consumer is unconscionable.
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In some casesonline salesmadethrougha francKk LVRUYV ZHEAILt&WH PD\
XQFRQVFLRQDEOH FRQGXFW )RU DQ H[DPSOH LQ WKH FDV
franchsor could be considered unconscionable, if the franchisor deliberately decided to use
online sales as an additional source of corporate income without considering the interests of
franchisees within their exclusive territory, and gains profit from ordisles that is not
shared with the franchiseefo be considered unconscionatsenduct it must be more
than simply unfai? it must be against conscience as judged against the norms of society.
Business behaviour may be deemed unconscionable if it isydartycharsh or oppressive
deliberate, involve serious misconduct or involseonduct which is clearly unfair and

unreasonableand is beyond hard commercial bargaining.

Misleading and deceptive conduct

Section 18(1)of the ACL provides that3>D @ 5 fhUsV Rot, in trade or
commerce, engage in conduct that is misleading or deceptive or is likely to mislead or
deceive. Misleading or deceptive conduct includes exaggerated sale statements about a
product, failure to disclose all relevant information gmdviding incomplete information
about a product, and in some circumstansigsnce. This section clearly extends to cover
all consumer contracts and transactions that are effectuated in the course of trade or

commerce.

The principles of misleading aneceptive conduct would apply wharfranchisor
makes misleading preontractual representations to franchisees in relation to the territorial
or product/service exclusivity athe exclusivity in terms of distribution channels. By
definition, misleadag anddeceptive conduct is condutitat misleads or deceives or is
likely to mislead or deceive consumers or other businesses. Applied to franchising
relationships, representations made prior to the franchise agreement being entered into
which relate to exclugity of territory or the absence of competition from the franchisor or
other franchisegsare clearly susceptible to being seen as deceptive and misleading,
particularly if the contract was entered into prior to thr@emerce becoming a vital part

of doing business. If the franchisor made any suchcprdractual representations and
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commenced competing with franchisees through the online chanwelld be a breach of
section 18 of the ACL

Common law.

The analysis of case law is paramount to undedgtgnhow the issue of Internet
encroachment was resolved in legal practice. However, there has been very limited
OLWLJDWLRQ UHJDUGLQJ H FRPPHUFH DYUM&chsRas QWY LQ |
found relating to this issum Australia, which has le® mentionedearlier in this thesis,
which is Dymocks v Top Ryde Booksell¢2900) referred to hereafter as tHePRF NV
case Therefore, this landmark case is analysed hereby.

In this case, the Dymocks Group was a franchisor who entered into franchise
agreements with numerous franchisedader these franchise agreements, the franchisees
were required to make monthly deposits into an advertising fdmdng the term of these
franchises, Dymocks entered into a separate arrangement in which funds from the
advertising levy would be invested in a website which would have the imperative of
promoting the individual franchises. Revenue from this website would be returned to this
advertising fund '\PRFNV PDGH LW FOHDU WR WKH IUD@QEKLVHHV W
and run by the Dymocks Advertising fund, ensuring equity for franchiseieyDymocks
v Top Ryde Booksellerdd0Q p. 29.

Unfortunately, the website was not successful under this arrangement as it did not
make sufficient revenudecause of thisDymocks oféred to pay back the franchisees all
the money they deposited with the advertising fund for setting up the website provided that
the franchisees would not make any claim in relation to the wefditee franchisees
however, did not wish to ooply with this stipulation unless Dymocks made an

undertaking that the website would not compete with the three franchiBea® was

1 A systematic search of the both Australian databases was undertaken for any cases involving
conflict between franchisors and franchisees regardiegnamerce arrangements within their franchise
network. The sealcterms were limited to cases involving franchisees' and franchisors' disputes over matters
relating to ecommerce, such as prefiharing arrangements and distribution arrangements, with legal issues
arising as encroachment and/or unfair competition. £asee searched historically till the present time.
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therefore no agreement between Dymocks and the franchisees for their interest-to be re
assigned to Dymocks

The three frachisees however, argued that they had equitable interests in the
website based upon a proportion of their contribution to the fund and hence, were entitled
to continue to receive a share of the profithey also argued that they would be at a
significantdisadvantage if they were to compete with the online store due to the tendency
of online traders to provide discated prices Therefore, lhe court held that the express
intent of the arrangement was that the three franchisees woulthve aninterest n the
website itself Alternatively, the three franchisees would have an interest in the advertising
fund during the termfaheir franchise based upon their level of contribution and it was the

advertising fund which instead had an interest in the website

By depriving the three franchisees with a share of the revenue accumulated by this
fund, the franchisors had removed the benefits the franchisees were expecting to receive for
the rest of the term of their franchise. Furthermore, the three franchisakkbe left at a
disadvantage because Dymocks had effectively created competition by operating an online
entity capable of providing significant discosnt WKHUHE\ HQFURDFKLQJ RQ WKH
target marketThe franchisees were therefore entitleéhéocompensated for the money that
would have returned to the advertising fund based upon their contribution, if the
arrangement had continued until the end of their term

The debates and the conclusion arising from'thB R F N V { are Biyrificant for
the franchising sector in Australia. Primarily, because this case sets a precddeotr of
franchisees, which may potentially (and has hypothetically), deterred franchigors
becoming involved in litigation with franchisees over rasttF R Q F H Uc@miQeiceH
Since 80percent of cases settle before court &etause ofconfidentiality, it is not

possible to access the material facts of the dispute if it was settled before a court hearing.

%XW \RXYTYH JRW WR UHPHPEHU W HKé&\Wo bccr RMesfKRI WKH O
there is a hearing you will never find out about them. Even if it goes almost all the
way to court, most cases, probably 80% of cases do settle before court. As you

know,[the] franchisor has to disclose any ongoing or past lawsuits.bBaause of
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FRQILGHQWLDOLW\ \RX FDQTW ILQG RXW D ORW RI GHW
was a cour{case] with this franchiHH DQG ZH VHWWOHG ™ ([SHUW

7TKHUHIRUH WKHUH PD\ KDYH EHHQ GLVSXWHYV RYHU WK
and enonachment issues arising from this conflict; however it may not be possible to find

this information due to the confidential nature of-poeirt procedures.

Furthermore, there are two things that the franchising sector can learn from this
case. Firstly, athe dispute centred on the use of the advertising fund, it provides a warning
WR IUDQFKLVRUVY WKDW OLNH DQ\ RWKHU DGYHUWLVLQJ VS
with responsibility and accountability. The course did not establish the presence of th
PLVOHDGLQJ FRQGXFW WKDW ZDV DBE@idHhbweverLiQisWKH 1UDQ
possibility that the franchisor has deliberately used the money from the advertising fund to
build the website and then, once the costs of building the website werea,oneembursed
the franchisees for the expenditure and claimed sole ownership of the website. Therefore,
ZKHWKHU RU QRW DGYHUWLVLQJ PDUNHWLQJ IXQGV VKR
strategy is a question that should receive careful consideratiaddltion, the advertising
fund could have been used to sponsor different advertising activities that would have

benefited the franchisees and the system more than the building of the website.

Secondly, onef the judges expressed an opinion that the frissees could suffer
ORVV IURP XQUHVWUDLQHG FRPSHWLWLRQ IURP WKH IUDQ
WKURXJK WKH GLVFRXQWLQJ RI ERRNV 3 W ZLOO EH H[WUH
but in my opinion they are sufficiently substantial kbX VW L1\ W KDYymidcRsV XapU \”
Ryde Bookseller£000,p. 72. This precedent means that the court decided that the threat
RI IUDQFKLVRU FRPSHWLWLRQ ZLWK IUDQFKLVHHV WKURXJK
VXEVWDQWLDO WR Dotk Qofy RWIE BbdHS@IEREQ0D,p. 72).

It is possible to conclude that this precedent has to, some extent, deterred
IUDQFKLVRUV IURP LPSOHPHQWLQJ H FRPPHUFH VWUDWHJLI
that experienced in other countries. biddion, the tendency of Australian franchisors to
FRQVLGHU IUDQFKLVHHVY LQWHUHVWY LQ WKHLU H FRPPH

FRPLQJ IURP DZDUHQHVV DERXW WKH FLUFXPVWDQFHV DQC
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Therefore, it could be hypothedHG WKDW DOWKRXJK WKH '"\PRFNVY FDV
development of €ommerce in franchising, it also made franchisors aware of the possible

and quite severe ramifications for any unfair conduct towards franchisees with regard to
WKHLU H FRP§yHUFH VWUDWH

Recommendations

Although one of the goals of this chapter was to propose legislative change, it
became apparent with the analysis of legislation and the recent changes thereof, that further
changes in this area may be excessive. Rather, franchisgméocus on planning and
ensuring that their operational plans and the true nature of tteimmerce policiesire
reflected in the legal documents, as welbasigcompliant with the law, namely the ACL,
the revisedFranchising Code, and Treasury istgtion Amendment (Small Business and
Unfair Contract Terms) Act 2015.

Unfair contract terms.

In addition to the legislative requirements discussed earlier in this chapter, the
Treasury Legislation Amendment (Small Business and Unfair Contract Term®0ABt
HIWHQGYVY WKH VFRSH RI WKH XQIDLU FRQWUDFW WHUPV L
FRQWUDFWY" DQG FRPHV LQWR RSHUDWLRQ RQ I1RYHPE]
franchise agreements tharte classifed as small business contracts that contain r@faiu
term and are standard form contracts. A small business contract is a contract where: (a) one
party employs fewer than 20 people and the contract itself has an upfront price of no more
thanA RU E WKH FRQWUDFWYV Guihs whd BiQupfidntt RU PR U |
SULFH SD\DEOH XQGHU WKH FRQWUDFW GRHVQITW H[FHHG
agreements will fall under the definition of a small business contract (Connole, 2016). In
addition, this new law will apply to moggtandard fan ffranchise agreements, as for the
agreement not to be considergthndard fornf| negotiations would be expected to extend
beyond things that are different from agreement to agreement by nature, such as the
franchise fees, term of agreement or the @wyi{Connole, 2016; Kaldor, 2015). Although
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it may be too early to sethe effects of thenew amendment® the Small Bushess and
Unfair Contract Termgct 2015(Cth), franchisors need to be aware that not ahgy do
have an obligation to provide a fullisclosure of their current and future online sales
activities to their franchisees, but aldeey need tensure that the terms of use of online

saledn their network are not unfair

Planning for the future.

In addition to reflecting current operation the disclosure document and the
agreement, franchisors may benefit (and potentially reduce legal costs) by having provision
in their franchise agreements for any future developmentsoifmenerce. According to the
experts, the agreements need to reftectent and future operations, not just the current or

past operations.

One of the things that franchisors need to do to contempletenenerce strategy is
to have the provision in their franchise agreemdotsany future development of
Hcommerce (Expett).

, GRQTW WKLQN ZH QHHG PRUH OHJLVODWLRQ ,WYV MX
the agreement reflects their current operation, and even future operations. They
have a plan, like a 5 year operational plan, and they know what they are going to
do, EXW LWYV QRW UHIOHFWHG LQ WKHLU DJUHHPHQWYV ¢

right arm does not know what the left arm is doing (Expert 6).

Managing expectations.

The problems in the franchisé@anchisor relationship are often located in the area
of perceived rights and expectations, and therefore, the solutions are not so much within the

area of lanwbut rather within the area of relationships and managing expectations.

| think, as long as, when people sign up to whatever system they want tothuy, b
the disclosure document and the franchise agreement clearly explain what happens
ZLWK RQOLQH >«@ WKHQ WKLV LV QRW tperSepgtRiEOHP , IL
and expectation + the perception of franchisees that they should be getting
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something ad they are not getting it. And half of the time it is just managing the
HISHFWDWLRQV LV ZKDWTV dhdTdolny Bn@thiRg eXtf& abt TlUD Q FK L
offering anything extra. Just managing the expectation of what they are getting for

the money they payf it is clear to both franchisees and franchisors that they are

getting A, B, C, D and not getting X, Y,andXV KHQ WKH\ NQRZ ZKDW WKH\}
If franchisees sign up and know that franchisor sells within their territory and how

and what happen®tthe money afterwards, sometinfiteg] franchisor does a split

RU JLYHV WKHP D FXW WKHQ LWYV ILQH ([SHUW

Using unambiguous language in legal documest

It was found that the language usedha agreement is very important and it has to
be unambigaus when it comes to the rights granted to franchisees.u3@ef definite

terms andanguage can alleviate a lot of the problems with the agreements later on:

When the franchisor writes an agreement it is very important that the rights given

to franchiges are very specific. So, if there is a grant of exclusivity within a given
MEULFNV DQGLWRIUWIRUVY WKH VDOHV IDFLOLWDWHG R
IUDQFKLVRU VD\V 3, ZLOO QRW RSHQ DQRWKHU VWRUH |
your territory, | wll not allow another franchisee to open another store in your

territory, but nothing stops me from selling online the goods to a customer who may

reside in your territory (Expert 7).

Every franchisor that | deal with and that | know of, unless it is pst
informationonly feite, just for marketing purposes, if there is any chance of online

sales | recommend that they have a clause in their franchise agreements clarifying
ZKDW KDSSHQV ZKHQ WKH VDOH RFFXUV DQG LI WKHUF
the franchisee (Expert 6).

Simplifying e-Commerce structure.

Another possible solution for franchise netwgrksstead of involving the whole
IUDQFKLVH QHWZRUN LQ WKHs td éneiPiftdl & seHar&idJ dgie€nehtP H Q W
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with selected franchiseewho DUH ZLOOLQJ WR SDUWLFLSDWH LQ H
arrangement is possible where the initial franchise agreement does not reserve exclusive
rights to franchisees within their territory or where those exclusive rights are bound to a
physical store thragh a traditional retail channel. In this casgichan arrangement can be

a lot more effective and efficient, depending on the business nesgpeciallywherethere

is a small number of selected franchisees in key geographical areas that service ée onlin
channel, rather than trying to engage those franchigshesio not want to be part of the

online distribution channel.

«WKH\ KDYH IUDQFKLVHHYV LQ V Ladinddck BdpadhheRIQV D QG
that they asked franchisees to enter into. So if acaiees online it will go through
the head office site and email, they will accept the sale, and[tthenfranchisee

has to supply the sale to the customer at a price (Expert 7).

Conclusion

As discussed earlier in this Chapter, the previous Franchisidg 6f Conduct did
not address the regulation of thec@nmerce activity within a franchise network. The
revisedCode now addresses online transactional activity by the franchisor and requires that
the franchisor specifies in the disclosure document thailsleof its use of the online
FKDQQHO 7KH IUDQFKLVH DJUHHPHQW DOVR KDV WR UHIOF
While franchisors were required to comply with tiegisedCode in this respect by October
2015, it may still be too early to seeetkffects of this change in practice. In addition, the
revised Code may stimulate online activity in the franchising sector at large as the
franchisorsare being forced to critically evaluate their online strategy together with their
legal documents, at ¢hsame time ensuring that their agreements do not contain any unfair
WHUPV LQFOXGLQJ WKRVH UHJDUGLQJ WKH XVH RI H FRPPH

In conclusion, if future legislative chargygtendto improve the longerm viability
of the franchising sectothen the franchisor has to have an obligation to negotiate their
HFRPPHUFH VWUDWHJ\ ZLWK IUDQFKLVHHY DQG VWUXFWXU
the benefit of the group, not for their own benefit. Likewise, franchisees cannot withhold
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their decsion unreasonably and must act for the benefit of the collective, ratheadhag
for their own seHinterest.
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CHAPTER 7- &RQFOXVLRQV DQG ,PSOLFDYV

Introduction

This chapter begins with summarising the work undertaken in the previous six

chapters of this thes

Chapter 1 presented an introduction to the doctoral thesis and described the
background to this study and its significance for practice thedresearch field. The
research question and research methods used were also introduced in chapter 1sas well a

the thesis outline and research delimitations.

Chapter 2 began with introducing the literature behind franchising and the
idiosyncrasiesR1 IUDQFKLVLQJ LQ $XVWUDOLD DV ZHOO DV WKH
development over the course of the past 25syeaurthermore, chapter 2 discussed the
QH[XV EHWZHHQ IUDQFKLVLQJ DQG H FRPPHUFH DV ZHOO
DULVLQJ IURP FRPELQLQJ H FRPPHUFH DQG IUDQFKLVLQJ ¢
H  FRPPHUFH ZHUH HI[S O Dde@th®ab @asertted. S-toohlttidpoint) d4ps in
the literature were identified and the research objective and questions were defined.

Chapter 3 explained the methodology used to address the research questions in this
research. The assumptions underpinnimg study were discussed in terms of ontology,
epistemology and methodology. Furthermore, the research design of this thesis was
presented and phases of this research were explicated in terms of the methods and
approaches to data collection and analysiedusy each phase: the exploratory and
descriptive phase (Phase I), the explanatory phase (Phase Il), and the legal analysis phase
(Phase III).

Chapter 4 presented the findings of Phase | of this research. The main purpose of
this research phase was to istigate the current state ofcemmerce in Australian
franchising and how this area is affecting franchisagechisor relationships. Firstly,
descriptive analysis was presented followed by the thematic analysis of the exploratory

phase. Models for this search were developed. Secondly, the descriptive phase was
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briefly discussed based on an online survey. The findings of this research phase revealed
that the Australian franchising sector made significant progress in advancorgneerce
strategies over thlast three to five years, as the results revealed considerable difference
when compared with previous studi@&azer et al., 2012; Frazer et al., 2014; Rao &
Frazer, 201Q)This phase was intended as an exploratory one and served as a basis for
furthermore indepth research.

Chapter 5 presented the findings of Phase Il of this research. In this phase, a more
FRPSUHKHQVLYH DSSURDFK zZDV XVHG WR H[SORUH IUDQF
IUDQFKLVRUVY SHUVSHFWLYHV WK U RBsIdhamerREn&c&IOH FDVF
with detailing the research method and the analytical tools ta&xlyed by adescription
of caseschosen for examinatioriThen,the H FRPPHUFH VWUDWHJLHY LQ &DVI
were compared in detail. In addition, key themeshsscfranchise relationships, franchisor
leadership and communication strategies within the researched franchise networks were
discussed. Furthermore, the model for communication and franchisee participation was
elaborated and steps for implementing thisdel were explainedSupplementary to this,
training and support of franchisees in Case 1 and 2 were discussed, as well as franchisee
DWWLWXGHV DQG SHUFHRW, lc&sMerRerdpedtiReB Rétddohbidered,
and the change that has takenppd LQ WKH H FRPPHUFH IL&®d8l dJRP W
PRGHUQ WUHQGV DQG IXWXUH SRVVLELOLWLHV RI WKH
franchising wereacknowledged.

Chapter 6 analysed the legal and commercial issues applicable to the use of
H F R P P H fdaRehiding. First, encroachment was discussed as a key issue in this area, as
well as issueassociated witlthe regulation of online sales in the franchise agreements and
territorial rights under the franchise agreements. Second, the key governingrilegiples
of good faith and fair dealing were discussed. Third, the legal analysis ofdletlant
statute and case law followed. Finally, the chapter concluded with recommendations
UHJDUGLQJ WKH OHJDO PDWWHUV RI WigH VWUXFWXUH RI H

To conclude, chapter 7 begins with the discussion of the research questions in order

to summarise how the research undertaken addressed the questions posed in the beginning.
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Furthermore the models developed during this research are discussed, asationplare
explained in terms of contribution made to the literature, practice and policy, as well
implications for methodology and further research. Practical recommendations are made

and new knowledge created is highlighted.

Discussion oResearciQuegions

This section discusses and synthesises the findings of this research in relation to the
research questions posed at the beginning ethbsis The principle research question
3+RZ GRHV -oxXohsuiidry ¥eommerce affect franchise operations and
UHODW L Ry &dr@ssed through a number of-guestions, previously stated in
chapter 2. This chapter focuses on summarising the research findings to provide answers to

these research questions.

In summary, businegs®-FRQVXPHU H FR P R&hthisel ofelatidRS\V\aNd
relationships in many different ways, including those pertaining to opesatimarketing,
logistics and legal aspects. Based on this researnbimber of important conclusions can
EH PDGH )LUVW H FRPPHU Bridtalohe BuRitkss WD ItMa$ovbe D VW
integrated with the marketing strategy and the marketing channels, as well as legal
documents.Second, all partiego the franchising relationship are affected by the
LQWURGXFWLRQ RI H FRPPHWIFrGIFKLKHUNIRDQ GE RWK WXKH) FK
KDYH WR EH WDNHQ LQWR DFFRXQW ZKHQ WKH VWUDWHJ\ L
SHUVSHFWLYH LV FHQWUDO WR KRZ H FRPPHUFH LV VWUXF
NQRZ WKHLU FXVWie tHay ¥rg diddtity Grwwol\eedH iR Dperating their business

and interfacing with customers.

This research initially set out to find best practice; however, it became apparent that
there is nopght for wrongfway of doing ecommerce in franchisingnd that, this issuds
too complicated for there to be faest practic&approachSnowden & Boone, 2007Yhe
concept of pest practicédjtself would not be applicable in the research context of this thesis
as, according tdhe Cynefin framework(Snowden & Boae, 2007) a pest practicd

approach is only applicable to simple situations where outcomes are predictable and the
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environment is reasonably stable. As this research determined, there are multiple
LOQWHUWZLQHG IDFWRUV WK DW atchisihghete dxpeR Ridwddge VW U D W
is required, causand-effect relationshipsre discoverable but not immediately apparent

and more than one right answerpossible(Snowden & Boone, 2007 his outlook best

matches thegomplicated{ GRP DL Q R 6tpBIdgy foideadlsiormaking and sense

making Cynefin framework.

Hence, discoveringood practicein franchisor ecommerce was not about how it
ghould befdone, but rather it was about the key principles of the process behind
LPSOHPHQWLQJ H & iRduBeHdifferddnt stagek\Vof planning and feedback and
franchisee engagement, and, most importantly, treating franchisees like partners and
experts, regardless of what the finalca@nmerce structure looks likeof example,
centralised or decentralisedhcawhat part the franchisees take in the fulfilment of the

online orders.

Figure 7.1: Cynefin framework for sensemaking and decisiormaking.
Source:Snowden, 2007.
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Table7.1: 7TKH GHVFULSWLRQ RI 3&RPSOLFDWHG" FRQWH[W IRU ¢

Source: Adapted froniSnowden & Boone, 2003 eeAppendixP for full framework.

Research Subguestion group I: Franchise Operations (RQ1RQ3)

Research question 1: What are thaess factoV L Q L Q W Hahwhiendélir@pd H F
franchise operations?

This research found through interviewing franchisors and franchisees that, for
VXFFHVVIXO H FRPPHUFH LQWHJUDWLRQ DOO SDUWLHV LQ
the importance and the cemlO UROH RI WKH FXVWRPHU LQ WKHLU H FRF
the model needs to be sensible and economically sound, and all parties should agree to it
however there needs to be an understanding that the model has to be structured so that it
meets theF X VW RPHUfVY QHHGV ILUVW DQG IRUHPRVW ,Q DGGLW
research reported that franchisees should be treated like partners in this project to create a
collaborative environment, where feedbdakn franchisees is used to impthe system
for the benefit of all parties involved.
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The franchisee acceptance of the strategy is desirable to avoid litigation and conflict
in the network, which also supports the findings from the literature (Knack & Bloodhart,
2001; Rao & Frazer, 2@&). Finally, based on the case studies of this research and the
HISHUW LQWHUYLHZV LQ RUGHU IRU WKH H FRPPHUFH VW
structured to benefit the franchise system as a whole and create opportunities for the
network to growwhich would also translate into growth for the franchisees. In addition,
franchisor leadership was found in this research to be an important success factor that
strongly influences franchisee acceptance of change. The correlation of leadership and its
pogtive effect on the success of change interventions is also confirmed in the management
literature(Korbi, 2015)

SHVHDUFK TXHVWLRQ +RZ WR LPSOHPHQW H FRPPHUF

Based on interviews with franchisor participants of this researgigs found that
thorough research and careful planning are k&ymponents of the successful
LPSOHPHQWDWLRQ RI H FRPPHUFH LQWR IUDQFKLVH V\VWH
research and planning stage needs to incorporate franchisee input ict@esdrway for
example, through an FAC. Furthermofegnchisees need to be involvéddoughout the
SURFHVV WR HQVXUH WKDW WKH H FRPPHUFH VWUXFWXUH
of the franchise units, as reported by franchisors. From tims pioview, franchisees fit the
definition of experts according the Cynefin framework for decisiemaking citied earlier
in this chapter(Snowden & Boone, 2007)and expert panels are needed to work on
complicated problems within organisations. Cordihu obtaining feedback from
franchisees (and customers) may be beneficial in order to assist the improvement of the
systems and increasompetitive advantage. Based on the legal analysis conducted for this
research, it is equally important to considled[2O PDWWHUV ZKHQ LPSOHPHQWL
DQG WR PDNH VXUH WKDW WKH SODQ IRU HFRPPHUFH LQV

agreements and the law.
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Research question 3: What role does@mmerce play in marketing practices for
a franchise network?

As anticipated, this research reinforced the premise in the marketing literature that
WKH H FRPPHUFH VWUDWHJ\ IRUPV SDUW RI WKH QHWZRUN
SHUULJRW 3 pQd) thekefore, has to be waltegrated into the marketinand
overall business strategy of the franchise network. Franchisors reported that having a strong

HFRPPHUFH SUHVHQFH DOVR PHDQW WHkabn& swogpgihgFRP SD Q\
experience and convenience for the customer.

A frequently cited industry #cle by Franson and DeSmith (2005) asserted that

Very few franchise concepts have no need of the Internet as a means of increasing
communication and contact with the customer in a way that the customer finds
convenient. As a customer, it is a bit shogkivhen a company has no website or
online inquiry capability (almost as shocking as going to a retail store and finding
they only take cash) (p.15).

Indeed, the importance of having a transactional website for communication with
the customers and providjrihemwith the conveniencef switching seamlessly beeen
WKH FKDQQHOM Y RBDRIFEGHRIQWY RQIH D QasedEck \inls@re\adPWyH T RU u
R Q Owas kefjorted to be more important foe franchise organisation rather than the fact
of selling aline as such.

Research Subguestion group II: Franchise Relationships (RQ4RQ8)

Research question 4: How doescemmerce affect the relationships between

franchisees and franchisors?

$V RSSRVHG WR WKH LQLWLDO SURSRVL®WeLRRQ WKDW
adversely influence franchisfranchisee relationships, the results suggest a different
assessment. In particular, the results suggest that if the transition is managed properly and
LI TUDQFKLVHHVY ULJKWYV DUH UHYV SritbFascbu@t, mMeesisWoK HL U [HT
negative impact on the relationship. Based on the findings of Phase | of this research,
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nearly twathirds (65%) of the franchisors that participated in the exploratory interviews

reported that @ommerce had a positive impact deit relationship with franchisees and

only a few franchise networks (out of 51 brands that were included in the first exploratory

study) reported a negative impact on their franchise relationships following the introduction

RI H FRPPHUFH ) XURKI paditvR Urtpact VBIK the relationships from the
LOQWURGXFWLRQ RI H FRPPHUFH FDQ EH H[SODLQHG E\ 1UD
success of this strategy for the franchise network as a whole. Indeed, the literature supports

the correlation beteen franchisee satisfaction and their trust in franchisor competence and

franchisor integrity (Davies et al., 2011).

SHVHDUFK TXHVWLRQ +RZ GR IUDQFKLVHHYVY SHUFHLYF

This research found that there has been a historical sffriftnohisee perceptions of

HFRPPHUFH LQ WKHLU IUDQFKLVH V\VWHPV EDVHG RQ W
themselves as well as the data reported by franchisors and franchise &quketsin this

research, it was found that franchisees often pet¢év H FRPPHUFH DFWLYLW\ LQ W
as a threat to their sales and profitability. Conversely, in the later stages of this research,
IUDQFKLVHHY ZHUH IRXQG WR XQGHUVWDQG H FRPPHUFH
RSSRUWXQLW\ IRU WKPHW ZARWNIMHIYVR RAVKWKHDWBL GLWLRQ IL
DFNQRZOHGJH WKH LPSRUWDQFH RI H FRPPHUFH LQ WKH P

indirect marketing tool, not merely a sales tool.

Research question 6: What are the methods of franchisee engagemen
H FRPPHUFH VWUDWHJ\ FUHDWLRQ"

7KH PHWKRGV RI IUDQFKLVHH HQJDJHPHQW LQ WKH H F
dominant theme in this research. Evidently, faléace communication is one of the most
effective ways to get franchisee acceptance ofinmovation however, it may not be
practical in large networks and may have other shortcomings. Therefore, communicating
with a core group of leading franchisees in the network, like an FAC, may be a more
efficient way of engaging franchisees in this pssceThis latter approach also has
associated disadvantages, as FACs normally specialise exclusively in operational aspects

and any matter that goes beyond this domain may be too complex for an FAC to manage.
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Therefore, this research found that special cldd groups or committees within the
franchise groups may be better placed to contend with issues of this complex and dynamic
nature this is otherwise referred to as the project team approach. Indeed, one of the key
contributions of this research is thhe project team approacmay be one of the most
effective ways to seek franchisee input and develop successful strategies for complex
strategic matters.

In addition, modermmethodsof online communication, such as webinars and the
intranet were found tbe effective in communicating with a wider audience of franchisees
for training purposes or dissemination of policies and procedures. Lastly, national
conferences and open forums were used for-taxface communication to answer any
concerns or address@\ LVVXHV DULVLQJ IURP WKH FRPSOH[ QDW
franchising.

SHVHDUFK TXHVWLRQ KDW LV WKH UROH RI IUDQFKLV

strategies?

7KH UROH RI ITUDQFKLVHHY LQ GHYHORSLQJ WKH H FRI
network is & utmost importance. According to the literature (Rao & Frazer, 2010) and the
interviews conducted with franchise experts, poor franchisee acceptance is one of the
UHDVRQV IRU WKH IDLOXUH RI WKH IUDQFKLVRUYV H FRPPI
ca® research conducted, consultation with franchisees is one of the key facguscess
because franchisees provide invaluakiewledgeof customer expectations at the shop
front in addition tooperational knowledgeMoreover,some franchisees may haggpert
NQRZOHGJH LQ WKH WHFKQRORJLFDO DVSHFWV RI H FRPPH
WKH SURMHFW WHDPV ZRUNLQJ RQ WKH GHYHORSPHQW RI F
important, as not all IT and technology experts understand franchasidgthe unique

interdependencies of the franchising relationship.

Additionally, according to the Cynefin framework for decisimaking discussed
earlier in this chapter, complicated contestch asWKH LQWURGXFWLRQ RI H FRI
franchise networks, &rrant expert panels to analyse current situations and make informed
decisionsIn support of thisSnowden and Boone (200fighlight that norexperts should
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also be called in to critically evaluate the decismaking process by the expert panel to

avoidthe danger of the experts being overconfident in their own solutions or in the efficacy

of past solutions, which may happen with franchise consultaritgesnetconsultantavho

KDYH KDG SDVW H[SHULHQFH LQ KHOSLQJ IUeerKdVH QHW.:
discussed earlier, no two franchise networks are exactly the same and therefore no standard
solutions can be applied. From this perspective, some franchisees may act as experts and
others as noexperts, which mayserve to prevent poor decision®y encouraging
SVWDNHKROGHUV WR FKDOOHQJH H[SHUW (Bi®wd@bRQV WR F|
Boone, 2007, p. 7)

Research question 8: How does franchisee engagement in strategy creation affect
HFRPPHUFH VWUDWHJLHV"

According to the interviews condigtl during the case studies, franchisee input into
WKH H FRPPHUFH VWUDWHJ\ DITHFWV PDQ\ GLIITHUHQW DVSl
franchise network. First, franchisee engagement in the strategy creation has an influence on
the extent to which cuRPHU QHHGV DUH UHIOHFWHG E\ WKH H FRP
aspects, based on the interviews conducted for this research, may include pricing of the
products or services offered online as opposed to pricing inbtieks-andmortar{stores,
logistics arragements, and integration of the online sales into their operations. In addition,
according to the interviews with the franchisabsy are satisfied because they feel valued
andbecausehe franchisor considers their feedback. Furthermore, this stutfpnegs the
strategic management literature that the approach taken in stragdgyg in turbulent

environments should be democratic, bottopy adaptive and emergent (Mason, 2007).
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Research Subquestion group Ill: Franchise Performance and
Regulation (RQ9-RQ10)

Research question 9: How doescemmerce affect financial structure and profit

sharing?
Research question 9.1: What are the optimal revenue distribution models?

Research question 9.2: What are the factors that determine the revenue distribution

madel or ecommerce financial model?

Research question 9.3: What factors do franchisors need to consider for developing

an appropriate eéommerce model for their business?

Based on the research findings, there is no simple or standard solution to the profit
VKDULQJ RI RQOLQH VDOHV LQ H FRPPHUFH (YHU\ JURXS L
structured. Each one has to be worked out individually and there is no standard approach
that @an be applied. According to the franchise experts, it is importantthifgtmodel is
developed in consensus with the group and with stteadershipbehind the decisions
being made.

The optimal models for redistributing profits arising from the online sales will
depend on a number of factors often unique to each francyssens First, the type of
EXVLQHVV WKDW WKH IUDQFKLVH LV LQYROYHG LQ ZLOO
implemented and thus, the way that the revenue is shared. For example, service franchises
are likely to have a considerably different system dtail franchises. In addition, the
peculiarities of each network will influence financial decisions. Second, the degree of
involvement of franchisees in order fulfilmewill determine how the revenues from the
online sales are split. For example, if thranichisees in a service franchise are solely
responsible for order management and fulfilment even though the invoice to the client may
be raised by the franchisor, it would usually indicate that the franchisees are receiving the
full amount paid by the ctemer less an administration/service f@a thecontrary, if the
franchisee is not involved at all in the execution of the online order, the percentage of the

revenue they receive is significantly less. Third, the structure of the distribution system for
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online orders is another determining factor and whether the distribution is centralised or
decentralised W have a big impact on how the financial model is structured. In addition,
the way that the online orders are managed (centrally or by individunahisees) will also

have an impact on the preBharing model.

In summary, based on the expert interviews, the best arrangement is one that is
transparent For retail systems, due to the difficulty in determining the true location of the
client that plaes an online ordé&, a centralised order distribution system and any profits
deposited into the marketing fund may bring the best value for the franchised network in
terms of convenience for the customer, the efficiency of distribution, brand reputadion an
WKH RYHUDOO VXFFHVV RI WKH IUDQFKLVHYV H FRPPHUFH V
there is collective benefit to be earned from the arrangement where proceeds from online
sales flow to the marketing furfdom which, traditionally and in theoryall franchisees
should benefit. In addition, franchisees have a good oversight of the marketing fund and
therefore they have extra protection to make sure these &wadsing to be used for the
benefit of the group and not by the franchisor. Moreotler,revised Franchising Code
VSHFLILFDOO\ UHJXODWHYV WKH IUDQFKLVHHVY DFFHVV WR |
and requires the franchisor to set up a separate bank account where the marketing levy is

paid by the franchisees.

Finally, it is important that the franchisor consider their product or service offering
online and determine whether it is different froine in-storeoffering. In order to make a
differentiation and to make the price difference between the online astbren
environmentdess obvious to the consumer, some franchisors have found it helpful to create
offers online that 1@ different to those in stoydor example, the products sold online may

be a different size or bundled with another product, or under a different brand.

24V QRWHG E\ RQH RI WKH H[SHUWYV LQWHUYLHZHG IRU WKLV UHVHDUFK
coming from? If the order is by delivery address, it may not reflect the true picture of wherleetitagits:

WKH\ PLJKW JHW LW GHOLYHUHG WR WKHLU ZRUN KRPH RU WKHLU PXF
determination? If you decide the location by their point of ortleell, what if they are driving

VRPHZKHUH"" ([SHUW
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Research question 10: How @ the regulatory frameworkmpacton the
development of eommerce in franchising? How can the relevant legal issues be

reconciled?

The regulatory framework hasad a considerable effect on the development of
H FR P P H Uhe Hwtrglian franchising sectallue to the introduction of theevised
Franchising Code in January 2015. In addition, the amendment to the Small Business and
Unfair Contract Terms Act 201&¢h) onthe unfair contract terms may have an effect on
theway fIDQFKLVRUV VWUXFWXUH WK Mt it midy bertGoRerIrly fotée® U U D Q J H
how the introduction of these changes in the legislation will translate into practice.
$OWKRXJIJK H FRPPHUFH LQ IUDQFKLVLQJ KDV XQGHUJRQH I
five years, the legislative chargjeaveinspired more development in this area due to the

online sales and the disclosure thereof being regulated lbgwisedCode.

First of all, franchisors have to update their disclosure documents by law so that
thes reflect the real nature of transactional online activity that the franchisor is undertaking
or intending to undertake. The franchise agreements also have to be updated accordingly to
UHIOHFW WKH FXUUHQW H FRPPHUFH SROé&rfs oDb¥HheZHOO DV
IUDQFKLVRUTY SODQ IRU WKLV GRPDLQ

In addition, the necessary changes may need to be made to the existing contracts in
RUGHU WR HQVXUH WKDW WKH IUDQFKLVRUYV DFWLRQV DL
agreements. In particular, thedeanges need to be negotiated with current franchisees and
a separate agreement may need to be entered into, specifically regarding the use of online
sales in the network. Moreover, according to the new law on unfair contract te8msll
Business and Uafr Contract Terms Act 2015 (Cthx which would apply to most
franchise contracts (Connole, 2016; Kaldor, 2015), the terms for the use of online sales
within the franchise must not be unfair for the franchisees; otherwise this may have legal

consequencdsr the franchisor.

Another important development of franchise agreements that was found during the
legal analysis was the evolving definition of the franchise territory. According to the legal

experts interviewed during this research, a number of framshare moving away from
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traditional definitions of exclusive franchise territory and instead they are now using terms

VXFK DV pSULPH PDUNHWLQJ DUHDY DQG GHILQHG WHUULW
store location. This change may be explaibgdhe restrictive (for the franchisor) nature of

the classical definition of the franchise territory, which came in use prior to the advent of

WKH WUDQVDFWLRQDO ZHEVLWHYV DQG H FRPPHUFH )UDQF
definitions to have more dedom to act in the online space as well as have a clearer
definition of what franchisees are being allocated within the terms of their franchise. In
addition, courts may be more likely to interpret the definition of a franchise territory as a

grant of extusive rights over this territory regardless of the marketing channel through

which a client transacted with the franchise brand, which may have adverse consequences

IRU WKH IUDQFKLVRU VXFK DywockQHMMiKds$ PtyPLRIFVNIOIRYydP V H
Boolksellers Pty Ltd2000).

Models

A central contribution of this research involved the development of several models
of theoretical and practical significance to the marketing channels literature. Firstly, a
theoretical conceptual model was developed to @xplae relationships and assist the
introduction of change into the franchise networks, at the same time building franchisee
acceptance and trust and minimising franchisee resistance to change. Secondly, a practical
model was developed to facilitate framsge participation in strategy creation through the
project team approachwhich is designed to increase franchisee acceptance and seek their
valuable input into strategy. Lastly, a model was developed to assist understanding of
different optionsfor dist LEXWLRQ DUUDQJHPHQWYV LQ VWUXFWXULQJ
where centralisation versus decentralisatiosideen found to be one of the main decisions
WR EH PDGH LQ WKH H FRPPHUFH VWUDWHJ\

Theoretical model developed from this research.

A conceptual mdel for the introduction of change into franchise networks was
developed based on this reseatctwhich can serve for further research and hypothesis
testing. Consistent with existing literature in organisational change (Elving, 2005), it is
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hypothesised hat resistance to change can be minimised, and therefore franchisee
acceptance increased, throuflle broad engagement of franchisees (as key stakeholders),
the provision of appropriate education and training and careful consideration of
relationships wittthem. In this framework, clear, consistant effective communication is

the cornerstone for success. As explained earlier in this thasts in line with
organisational change literature (Elving, 2005), communication during a change process
can be condcted with two purposes in mind: to inforand to create a community spirit.
When undertaken successfully, communication can increase readiness for change and
decrease resistance to change. Effective communication, in the meaning of this framework,
IS communication that prioritises relationships with franchisees by engaging them in
decisionmakingand providing appropriate and adequate training and education regarding
the subject of change. The two core aspects of franchisee engagement in the- strategy
making are (1) using thproject team approacto seek franchisee input into strategy and

(2) maintainingclear and consistent communicatiavith the entire franchise network

about the change.

It is also proposed that healthy franchise relationship, positieeganisational
culture and trust in franchisor competence and integrity (Davies et al., 2011; Grace, Frazer,
Weaven, & Dant, 2016; White, 2010; Wright & Grace, 2011) can decreastance to
change and contribute to franchisee acceptance and readimeskahge.ln addition
Watson and Johnson (201®und that the quality of the franchise relationship is
influenced by effective communicatioamong other factors, which is, in tuerjtical in

ensuring a relationship characterised by trust and commitme
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Figure 7.2: A model for franchisee acceptance and readiness for change and effective
communication in franchise network

Source: Developed for this research.

Framework for franchisee participation in strategy creation: practical modé.

The eightstep model for effective franchisee participation in the strategy creation
was formulated based on Phase | and Phase Il of this research and was presented in detail in
chapter 5 of this thesis. Although Case 1 and Case 2 that participatesl iasearch had
assigned the task of franchisee input into strategy creation to their FACs, both cases
reflected that a project team or a special committee (also referred to in this thesis as a
project team approaghwould be more effective in working ancomplex projecsuch as
the introduction of @ommerce into their network. This approach was also confirmed as

being the most effective by a number of franchised companies interviewed during research
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Phase | as well as by the franchise experts interddaethis researclkigure 7.3 presents
the proposed framework for franchisee participation in strategy creation.
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Figure 7.3: Framework for franch isee participation in strategy creation.

Source: Developed for this research.
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The gproach adopted ithis model where franchisee inpstsiought in creating an
HFRPPHUFH VWUDWHJ\ RU PDNLQJ DQRWKHU LPSRUWDQW
reinforces the arguments in existing literature. Indeed, White (2010) argued that the
framework for the franchise relationships as a whole is determined by the culture of the
franchise system toward franchisee participation in decisiaking as well as the
leadership of the franchisee community. Although, the unique relational structure betwee
franchisees and franchisors does lend itself to difficulties in strategy creation (White, 1998,
2010), those systems that build the foundations for constructive relationships with their
IUDQFKLVHHY DQG LQFOXGH WKH [UD Q RigheV ¢hahfie/ o, Q SXW L

succeeding in the long term.

Implications

Implications for practice provide practical guidelines for the franchising sector and
D VHW RI UHFRPPHQGDWLRQV WR IROORZ ZKHQ GHVLJQLQ
strategy that reflect the fimgs of this research.

e-Commerce structures for retail and service franchising.

7KH H FRPPHUFH VWUXFWXUHV IRU UHWDLO DQG VHUYL
reflect and synthesise various parts of this research (including case studies, expert
intHUYLHZVY DQG 3KDVH , RI WKLV GRFWRUDO UHVHDUFK DV
models in franchising from the literaturghis model(Figure 7.4)presentghe typology for
H FRPPHUFH LQ IUDQFKLVLQJ GHSHQGLQJ RQbuitKkH QDWXU
arrangements and the order fulfilment arrangements, which were found to be the key

determining factors of the strategy from the operational standpoint.

There are two main avenues in terms of distribution for both service and retail
franchises: cemdlisation and decentralisation. Although the decentralisation of the
IUDQFKLVRUfVY EXVLQHVYVY LV LQKHUHQW WR WKH YHU\ QDW)

core of ecommerce lays the centralisation of distribution. This fact has unquestionable
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implications for franchising. It means thagnycurrent franchise models will need to be
UHDVVHVVHG LQ OLJKW RI KRZ H FRPPHUFH FDQ EH LPSO
individual franchise system. However, despite the natural tendency for decendralisati
determined by the nature of franchising, centralisation has systemic benefits for the use of
HFRPPHUFH LQ WKH QHWZRUN

The choice of centralisation or decentralisation is relevant for both retail and service
industries. The difference between the isides lies in the subject of centralisation or
decentralisation: whether it is the distribution method itself or the online booking/ordering
system. From this research, several types of centralised and decentralised distribution
arrangements and orderisgstems were identified. In the retail industry, when centralised
distribution was selected, it was implemented through setting agntralised warehouse
from where orders would be shippeahd creating a separate business unit responsible for
the operabn and the administratiomf WKH H FRPPHUFH 3G UWdénVaARQ 5&
decentralised distribution arrangement was selected in the retail setting, two modes of
operation were identified: (RD%¥)and (RD2). In the first option (RD1) the entire franchise
network eecuted the online orders, while in the second option (RD2) only a group of
selected flagship franchise units or/and company owned units were involved in online order

fulfilment.

In the decentralised retail distribution arrangement, the two options (RDd)
(RD2) are of equal plausibility depending on the nature of the franchise, its geographic
dispersity, and the nature tife product being sold online. In some cases, (RD1) is more
favourable where the entire franchise network participates in the osdiles to offer
greater convenience to the customer and provide equal opportunities to all franchisees. In
RWKHU FDVHV XVLQJ 5 PRGHO LV PRUH EHQHILFLDO LQ
structure, where not all franchisees are willing to particiratdhe online sales channel,
whereasa group of selected practive franchisees is prepared operationally to manage
online orders for a wider geographical area and make the online channel one of their daily

priorities.

¥RC stands fdRetail Centralised
“RD stands for Retail Decentralised
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In the service industry, there weatso two principal ways of distribution: through
centralisation and through decentralisation of the online ordering/booking systems. When a
centralised online ordering or booking system is employed, there are two primary avenues
for delivering the servicto the client that were identified through his research: (S@hd
(SC2). In SC1, order fulfilment is assigned to franchisees, whichutilége postcode or
other criteria, and in this situatiomost ofthe administrative tasks involved in managing
ordess or appointments that franchisees would normally need to undertake are simplified by
the introduction of the automated process integrated in the online system. In SC2, order
fulfilment is assigned to a third party organisation, separate from the fransh@eas in
Case 1 presented in this research. In this scenario, franchisees are also involved to some
extent in the communication with the customer; however they do not have control over the
execution of the order. As discussed in chapter 5, on the e the advantage of this
approach is that costs are kept lower for the online orders. On the other hand, the downside
of this approach is that the usual quality control and standards cannot be easily
disseminated to a third party organisation, which maydamaging for the brand, if the

contractor does not deliver on the promise of the franchise.

In a decentralised service arrangementlf$ihe online orders were placed directly
with the franchisees and there was no centralised system for order distriitiile this
latter avenue may potentially have advantages for small franchise systems where costs of
setting up sophisticated online ordering or booking systems could be avoided by customers
contacting franchisees directly, this mode of order distdputvould be problematic for
medium and large franchise organisations as control and consistency of service and
communication with the customer could not be easily dispersed, if customers were to

contact franchisees directly in a large network setting.

Ultimately, one option is not necessarily better than the other, but one has to decide
based on the nature of the franchised business, which would be more suitable and
appropriate for the franchise under consideration.

*5C stands for Service Centralised
'8 Sp stands for Service Decentralised
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Figure 7.4: e Commerce structures for retail and service franchises

Source: Developed for this research.

7TKH EHQHILWYV RI FHQWUD O lCérine¢icKRapplicdatOoS RUW X QLW LHV

services.

For the franchise sectoand especially for the service industry, there is an
oppoUWXQLW\ WR XVH WKH WRROV RI H FRPPHUFH IRU WKH EI
the customere FRPPHUFH FDQ DGG YDOXH WR WKH IUDQFKLVHG
mobile services, by centralising the booking systém.particular franchises would
benefit from the model where a franchisor took care of the ordering anedliaith
customers through this online platforeo thatthe franchisees could focus on order
fulfilment (for example,making pizzas or mowing lawns) rather than managimigrsror

appointments. This may increase the productivity of an individual franchisee or their staff
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so that more time can be dedicated to the delivery of services or production of Go®ds.
centralised ordering (and payment) systespecially, may benefitblue-collar-service

franchisees, which typicallseekpeople for the technical aspects of their trade:

Many of the blueollar- VHUYLFH IUDQFKLVHY DUH OLNH WKDW -L
mowing guys because they like being outdoors and push lawn nmeowensl. They

GRQYW PLQG ZRUNLQJ E\ WKHPVHOYHV ZKLFK PHDQV
SHRSOH DQG SUREDEO\ GRQYfW KDYH YHU\ JRRG SHRSO
collar-service franchisees are generally very ordinary in their abilities totkelt

services and any related products. However, having an effecto@mmerce

platform can take a lot of the pain out of that aspect of business for them and just
allowing them to focus on being efficient deliverers of trade and technical services.

(Expert 1)

This model could be implemented through an online booking portal, where a
customer could see a quote for their order and the callout fee, which creates certainty for
the customer and for the franchisee. In addition, the customer can select & sumaljbr
their appointment. The franchisor could provide a performance guarémtesxample, if
the tradesman is late, the guaranteed price would be reduced by a certain percentage or
DPRXQW IRU HYHU\ KRXU WKDW WKH\ ®plbHor® BoW\servickY D UHV)
providers can provide a comprehensive booking and payment system where administrative
workload may be reduced for franchisees and the quality of service may be increased for
customers, by motivating franchisees to be punctual, @iofes and enabling them to

concentrate on the technical aspects of their work.

The benefits of centralisation:-€ommerce application in retail.

7KH UHWDLO LQGXVWU\ PD\ DOVR EHQHILW IURP D FHQ
progressive franchise groups neeable to engineer an arrangement where a distribution
centre was set up together with a wiglsed ecommerce platform and a separate division

that would be charged with the responsibility for this business chdbhmeaiuld be totally
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transparentlt would report to the board of directors, the management and to the FAC. This
division could also be set up as a separate business unit, which would ease the tracking of
its profitability. Any profits that were made above reinvestment and reseastswould

go into the marketing fund for deployment into the benefit of the brand.

>«@ $QG LQ VRPH JURXSV ZH XVHG WKRVH IXQGV WR R
on a number of strategic working groups in framing these things. And it has always
been my view theelst way to do this would be a centralised arrangement, where

control, consistency and good management controls could be dispersed. (Expert 5)

Strategies for pricing and product differentiation: online and in store.

Another important decision concerns thécing of the product or service offered
online. Evidently, different strategies can be applied here. There are several types of
strategy that were identified based on this research. Firstly, the decision has to be made
whether the products or serviceseséid online are priced the same or differently (usually
less) than those offered through thearicksandmortar{stores. The second decision is
whether those products will be the same as in the physical stores or different in some way.
For some retail rtevorks, it would mean that products sold online may be branded
differently, bundled in a certautistinctive ZD\ DV |IRU H[DPSOH DV DQ :RQOLQ
RQO\’ RU GLIIsopdedapnamal ibHezample, different quantity of product is
offeredonline as opposed to in store). For a service industry, it would mean that the service
may be less personalised and made-it-yourselffior seltservice (as in Case 1 of this
research). Finally, the decision on pricing is closely relatgéd the overallstructure of
Hcommerce within each individual franchise network. The table below summérnse

pricing pathsfdescribed above.
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Table 7.2: Paths in online pricing strategy for franchising

Path 1 Middle path Path 2
Pricing strategy | Price online is cheaper| The offers online and | Price online is the same
than in store and the | those in stores are as the price in store and
degree of personalised| different so that it the level of service is the
service to the customel| becomes harder to same as if the
is less. compare prices service/productvas

between online angn | purchased through othel
store The price is only| marketing channels
slightly less online so
that it is competitive
and profitable but not
detrimental to
franchisees.

Sourceof data Based on Case 1 of thil Based on expert Based on Case 2 of this
research and on interviews and on research and on
interview data from interview data from interview data from
Phase I. Phase I. Phase I.

Source: Developed for this research.

Franchisor leadership.

This research reinforces the literature on franchise relationships and found that the
leadership of the franchisor was perceived as one of the key aspects by franchisees in
KHOSLQJ WKHP JR WKURXJK WKH WUDQ WmatteRiQtheiH TXLUHG
network. Indeed Watson and Johnsdfwatson & Johnson, 2010, p. 6fjund evidence
that "listening and mutual respect between franchisor and franchisees provide the
foundation for a successful franchise systeamd they suggest that thian be achieved

througha compassionatkeadership style.

Moreover, franchiseem this researclnave specifically alluded to the personality,
the experience or the skillset of their CEO or another senior franchisor team member
involved in the developmentd the implementation of theammmerce strategy, where the
leadership role of that individual seemed to influence franchisees' perceptions about
franchisor leadership and the relationship in general. This findingmenthe literature,
affirming thatthe franchisotfranchisee relationship seems to be an individual to individual
(franchisor, CEO etc.) relationship, rather than an individual to collective (franchise firm,

franchisor teamjelationshipwhich is unsurprising because the franchisor has adteyn
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evolving the organisational culture and commumngatthe vision of the franchise
Although, Watson and Johnson (201@und this to be true in small franchise firms,
proposing that it may not be the case for larger franchise organsaioauseof the
organisational complexity pertinent to large systems, this study found the same perceptions
R1 WKH 1UDQ FKLWRBIW fyfrandhiBe@grhery Kk $ole of the franchisor still

remains very important in motivating franchisees and comeatingorganisational vision.

Consumer consideratiors.

Although customer considerations are not the focal point of this research, it has to
be noted that the customer and the brand have to be of primary concern to franchise
networks when designing thecemmercestructure Both franchisors and franchisees have
to share same views of the reasons for their adoptiohl oF R P P, ldndi FHat is to offer
convenience and multhannel experience to the customer interacting with their brand. As
it was found in the expe QWHUYLHZV S3FXVWRPHUV GR QRW FDUH ZKF
you in the physical store or online. To them, they are interacting with the brand either
zD\" ,I| WKH H FRPPHUFH LV QRW VWUXFWXUHG DSSURSULD
and not inplemented properly, then the relevance of this market channel to the customer
may be of little value, therefore the return on investment for this exercise may be
diminished dramatically, to the detriment of the whole franchise system and the integrity of
the franchise brand. Based on the data from both franchisor and franchisee participants of
WKLV UHVHDUFK IUDQFKLVHHY DUH EHVW SODFHG WR NQRZ
LQSXW LQWR KRZ H FRPPHUFH VKRXOG EH lvaWelixifreW XUHG D¢
network aims to improve brand experience, which in turn increases customer satisfaction
and brand loyaltyBrakus, Schmitt, & Zarantonello, 2009)

The importance of marketing channel integration is further highlighted by the
following quote fURP WKLV UHVHDUFK PDGH E\ RQH RI WKH SURPL
proposition, brand image and even store design all have to align. The customer expects to
VZLWFK VHDPOHVVO\ EHWZHHQ WKH PDUNHWLQJ FKDQQHO\
Moreover, ndustry statistics indicate that even if customers are not directly purchasing

online, 8 out of 10 are using theternetto research purchasésSorman & Miles, 2016)

194



IXUWKHU VXJIJHVWLQJ WKH LPSRUWDQFH RI KDYLQ@J D WKRU
franchise networks.

Lastly, based on the cases included in this research, a comprehensive customer
review policy may have long term benefits for the brand image. The reverse is also true,
that the lack of a coherent policy that denotes how to deal wi&tomer reviews online
(especially negative reviews) can be detrimental to the brand reputation, which reinforces
the literature in this domai(Sparks, So, & Bradley, 2016$parks et al. (201@)ighlight
the importance of effective online reputation ngeraent as well as the importance of
WLPHO\ UHVSRQVH WR H FRPSODLQWY DV LW DIIHFWV FRQV.

Profit sharing and Franchising: B2C e Commerce models.

This research also aimed to better understand the -phafiing that oczurs when
franchise networks conduct online sales. As, mentioned in chapter 2 of this thesis, there are
WKUHH PDLQ H F-Bharnhg kddels $1UrRndhiding mostnomonly cited in the
literature elaborated byPlave & Amolsch)and further condensedyPlave and Miller
(2001): (1) the franchisor conductse@mmerce on its own, controlling and retaining the
profits; (2) the franchisor controls and conductsoenmerce with the participation of the
franchisees; and (3) the franchisees conduct electronienerce on their own, controlling
and retaining the profits. Based on the data from this research, there is a fourth model,
ZKHUH WKH SURILWY IURP H FRPPHUFH DFWLYLW\ LQ WKH
marketing fund for the benefit of the entiretwork and used for purposes such as
offsetting franchise conference costs or funding natienedl marketing campaigns. It was
DOVR IRXQG WKDW IRU JUHDWHU WUDQVSDUHQF\ WKH H FF
business unit. This fourth model kes a contribution to franchising research as well as the
field of franchise practice by offering an alternative solution to psbigring from online

sales.
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Models for ecommerce in
franchising

Figure 7.5: 0 R G H O Vcdrimérde in franchising for profit-sharing and order
fulfilment .

Source: Developed for this research based on Plave and Miller (2001) and (4)* being
the contribution made by this research.

Implications for practice: lessons to learn.

Franchising professionals could learn several key lessons from s glsFirstly,
IUDQFKLVRUV VKRXOG LQYROYH IUD Q F¥dmtérde/stla®gyGHYHOR S
Secondly, the communication abdhe forthcoming change anid implementation should
be timely, clear, consistent and regular, and underpinned bsabhes of transparency and
mutual benefit of the franchisor and the franchisaeshe same time keeping the timelines
realistic The views of both franchisor and franchisees need to be taken into consideration if
a franchising relationship is to work @s genuine partnership. As encroachment is a
sensitive issue and-ammmerce embodies such an important strategic decision, the
unilateral action by the franchisor could potentially limit cooperation and have a negative
overall effect on the franchisdranchisee relationship (Hellriegel & Vincent, 2000). For

franchisors integrating-eommerce into an existing system (that was not initially designed
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to incorporate the impact of online sales on franchisee territories), the optimal approach for
developing a stcessful ecommerce policy and strategy is to work collaboratively with
franchisees (Terry, 2002). Involving franchisees in B&HYHORSPHQW RI WKH QH
Hcommerce strategy and policy can also bertbétfranchisorfranchisee relationship in
general(Abell & Scott, 2000; Hellriegel & Vincent, 2000Alternatively, franchisors who
HIFOXGH IUDQFKLVHHY HQWLUHO\ IURP WKH GHFLVLRQV DU

action if they are violating franchise or competition lgbell & Scott, 2000)

In addition, franchisors need to take a few important considerations into account
when developing -€ommerce strategies for their business. First, the significant initial
investment thatin e-commerce strategy requires should not be underestimated; doing so
may lead to failing to deliver on promises to franchisees (Knack & Bloodhart, 2001).
Second, timely fulfilment of customer orders is essential to the success otammerce
strategy, as the inability to fulfil orders properly and promptly was found tmbeof the
leading causes for the failure ofcemmerce businesses (Plave & Amolsch, 2000)
therefore a strong emphasis on smooth operational integration is required. Third, there is
an important opportunity for using thiternet to develop meaningful ah lasting
relationships with customers that can daeried outeffectively through various Web 2.0
technologies and to offer customers a mutthannel retailing experience. Indeed,
interaction between franchisors and customers vialrternet was found @ indirectly
strengthen the relationship between franchisor and franchisees (Rao & Frazer, 2010) due to
increased perception of value of a given franchise system. Finally, key considerations, such
as the type of product or service that the franchise sygtemdes, the type of industry,
and the degree of impact, need to become the driving forces behind appropriate solutions
(Terry, 2002).

Wider theoretical implications.

x Organisational theory and change management theory can be applied to
franchising in redtion to staff management within an organisation in the process
of change as in this situation franchisees can be seen as similar to staff (both are

internal stakeholders).
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x How does this research influence theories in franchising and franchising
literature? If franchising is seen as a partnership and a constructive relationship,
then the underpinning ethos of the theories of human relationships as a whole,
collaboration,and participdive processesay improve practicein franchising

and reduce the occurree of disputes.

X $OWKRXJK WKLV WKHVLV IRFXVHV RQ IUDQFKLVRU H

here can be applied beyond the settings -cbramerce in franchising. It is
proposed that the model for franchisee participation would apply to any major
change ocurring within a franchise awvhena major decisiolis to be made. The
underlying principles can be applied broadly to the area of franchise

relationships.

x The models developed from this research also evolve beyond franchising
literature.They arealso clsely linked with organisational change literature and
with organisational culture literature and may potentially meakentribution to
these bodies of knowledge if franchising is to be viewed as a complex network

organisation with its own culture.

Jurisdictional implications for research and practice.

Based on the most recent academic research conducted in Europearthere
considerable differensebetween the European UnidgkU) and Australia regarding the
LVVXHV SHUWDLQLQJ WR WK HchiXivgHDuRg Ito Hhe- RiffeReRicd friH L Q
regulatory frameworks in Australia and in the EU, problems that arise in practice vary
across the glohehis understanding important for practitioners and academics alike. The
enactment of a rule (no. 330/2010) by theropean Commission that took effect on June
1st, 2010 along with new guidelines on vertical restraints (2010/C130/01) resoi@
right of distributors (in this case, franchisees) to sell products online, with a provision that a
supplier (in this casethe franchisor) may control the quality of websites used by its
distributors(Perrigot, Basset, Briandleledo, & Cliquet, 2013; Perrigot, Basset, Briand, &
Cliquet, 2013) Effectively, fanchisorsn the EU regioncannot prohibit their franchisees

from selling products sourced through the franchise via transactional websites.
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In contrast, Australian franchisors ewgjstrongeiegal protection from franchise8s
selling online without explicit authorisation. First, Australian trademark law provides
franchisors withbetterprotection over unauthorised use of their trademarks (including on
WKH ZHEVLWHY VHW XS E\ IUDQFKLVHHY 6HFRQ&® WKH VW
franchise agreements stipuldteat franchisees are not allowed to operateisiness of a
similar nature to their franchise during the term of their franchise and sometimes even after
the end of their franchise term. Third, most franchise agreements will specify that
franchisees cannot sell online, unless agreed with the fran¢kispert 6),but the law of
contracts in Australia prevails thislevertheless, theevisedFranchising Code in Australia
requires franchisors to disclose the rights of franchisees in relation to the online channel.

In the EU thefranchisor is allowed tsell onlinebut cannot have the exclusivity of
this distribution changl in its own franchise networiPerrigot & Basset, 2015)Thus,
franchisees as well as franchisdrave freedom to offeproducts or services over the
Internet,while the franchisor camnly control a limited number othaacteristics of the
| U D Q F Kvietdites \jugh quality standardS herefore, franchisors the EUhave to
FRQWHQG ZLWK DQ DGGLWLRQDO FKDOOHQJH RI FRQWURC
websites and workingotvards the network uniformitiy relation toproducts and services,
pricing, promotional messages, website design, and graphical charts and other marketing
mix elementsRQ [UD QF KLV H(RamMpgoZ Bassel, \Bithd, et al., 201®)deed,
network unibrmity poses a significant challenge for franchisors when franchisees have
fewer legislative or contractual restrictions in terms of their activity in the online channel
and may influence customer perceptions of the franchise l{Rardgot, Basset, Briah
Meledo, et al., 2013)

As a result, a additional issue with encroachment in Eig region is that franchise
systems not only have to ensure that the franchisor @8W HQFURDFK LQ WKH IUL
exclusive territories but also that other franchiseegho have established their own
transactional website do not encroach on the territory of other franchisees through engaging
in active online saleqBranellec & Perrigot, 2013)which creates significant legal

uncertainly.
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Implications for policy.

The impilcations for policy deriving from this research contend mainly with the
changes to the legal regulation of the franchising sector that took place during this research,
especially the enactment of trevisedFranchising Code of Conduyctheseare discusseth

detail in chapter Sput briefly summarised below

Initialy H FRPPHUFH LQ IUDQFKLVLQJ ZDV QRW UHJXODW
the need for research was identified on this basis, especially the need to address the issues
DULVLQJ |IUR PcomietceivirkanBhisiHg where franchisees weriecompensated
appropriatelyor Z K H WHHHHQ F U R B FACPVH Q IWN H Oh tiié B oRJaurudry 2015 the

revisedCode came into effecdndaddressed this issue in a number of ways:

x First, the Code requireddditional disclosure about the ability of the franchisor
and a franchisee to sell online:

o Disclosure Document must include informatiom the rights of franchisees
with regardto the online channel and should specify whether franchisees are
allowed to mé&e their product available online.

o Franchisors must disclose whether they sell online directly or through an
agent (associate of the franchisor).

o Franchisors must include the domain name or URL of the third party
website, if products or services are madailable via a third party website.

x Second, the Code introduced an obligation for parties to act in good faith in their

dealings with one another.

x Third, the Code introduced financial penalties and infringement notices for
serious breaches of the Code;wilhe enforcement of the Code being one of the
current priorities fothe ACCC; andthe ACCC seeking penalties under the Code
for the first time in September 2016 (ACCC, 2016).

200



x Fourth, the Code required franchisors to provide greater transparency irethe us
of and accounting for money used for marketing and advertising and to set up a
separate marketing fund for marketing and advertising fees.

Finally, the amendment to the Small Business and Unfair Contract Terms Act 2015
(Cth) regarding the unfair contratdrms may have implications for the ways in which
franchisors draft their agreements with regards to online;saésit may be too early to
see how the introduction of these changes in the legislation will translate into practice and
whether the termshat restrict the rights of franchisees in the online channel may be
GHHPHG DV 3XQIDLU’

Implications for further research.

X The model developed in this research would benefit from being tested
empirically with a quantitative survey conducted on a largechise sample to

improvegeneraliability of the findings.

x Case study research conducted in Phase Il involved mature franchise systems.
Different results may be yielded if younger systems were subjects of
investigation that were initially designed to ldRUDWH H FRPPHUFH | C
SHUULJRW DQ G fap@tbdl Getwork age has a negative effect on the
LPSOHPHQWDWLRQ RI HFRPPHUFH VWUDWHJ\ VXJJh
V\VWHPV PD\ EH IDVWHU DGRSWHUV RI H FRPPHUFH W
the case study research could be replicated based on younger franchise systems

and it may produce different results.

x In addition, should this study be replicated in another region, for example the
U.S. or the European Unigulifferent issues as well asfidirent solutions may be

found, as rules and regulations vary greatly across the globe.

X Moreover, there is an opportunity to research different industries in depth. For
example, the retail industry may benefit greatly from studies focusing on retail

franchsing.
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X This field is so dynamic ansdo rapidly changing that the research needs to be
done on an ongoing basis to support the franchising sector in making well

researched decisions.

x This field of knowledge would be advanced by further studies, such as tho
focusing on the determinants forcemmerce success or failuthat quantify
these factors by surveying a large population of franchise companies that have
LPSOHPHQWHG H FRPPHUFH LQ WKHLU QHWZRUNYV

Recommendations

In addition, from the interviews condted with franchise practitionersertain

practical recommendations can be made that will service the franchise sector.

1. For any innovation in the franchise network, involve the franchisees as early as
possible in the process of generating ideas. Framshimay need to pay closer
attention to the collegial structures, such as FACs and project teams that allow for
franchisee input into strategy creation. Participation of franchisees in the strategy
may be beneficial and necessary to ensure successfulnempiation of change in
general. Such a process may also assist in fostering franchisee trust (Grace et al.,
2016). Having an effective process in place where franchisee feedback can be
sought, analysed and actioned may support franchise networks to beesileat
and have better franchistranchisee relationships.

2. ltis important to be as clear and as consistent as possible in frarickisaichisee
communication. It may be helpful to use a big event, like an annual franchise
conference, to explain @ew strategy or innovation to the franchisees. Clarity and
consistency of communication were found to be important factors in reducing
franchisees' fear of the unknown and for gaining franchisee acceptance of the
strategy.

3. The problems in franchisdeanchsor relationships are often located in the area of
perceived rights and expectations, and therefore, clearer communication (including

language used in the legal documents) may help avoid potential conflict.
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4. The language of the franchise agreement hasetarfambiguous and franchisee
rights have to be stated very specifically. This can alleviate misunderstaiadohg

conflicts that can arise between pariieshe future.

5. The value ofquality training and gpport services to franchisees is supported by
extant researchwhere support services, such agaff training, software ordering,
telephone assistance, peoftsale, and franchise councils were associated with less
GLVUXSWLRQ WR D V\VWHPTV IXQFWLRQLQJ *U<QKDJF
2008). In adition, Watson and Johnson (2010) also found a link between the
quality of training and support services offered by the franchisor, and the overall

company Success.

6. WLV LPSRUWDQW WR NHHS WKH ELJ SLFWXUH LQ PLQC
that isgoing to be manageable, simple and effective from the point of view of all

stakeholders, including franchisees and customers.

7. 7TR DYRLG pH HQFURDFKPH QaMF RO\ O WHHPY ©® HNDHD LFJO IRA
online and picking up in store), can be used; thialso supported by a research

done in the French mark@foropanova & Cliquet, 2016)

Summary

This research has contributed to the body of knowledge on franchising. Based on
the extant literature and the analysis of primary empirical materials, sevedalstwere
developed. First, a conceptual model was developed to explain the relationships and
determining factors for franchisee acceptance of franchisor strategy and franchisee
readiness for change. Second, a practical framework was developed forcgpaianti
approach to decisiemaking in franchising where franchisees have an active role in

strategy creation.

,Q DGGLWLRQ WKLV LV WKH ILUVW VWXG\ WR H[SORUH
in franchising as well as the first research to employsea study approach to investigating
H FRPPHUFH SUDFWLFH \tons€quéehtliizenFsiénivd/ &Qa) bads(Fd@s further

research in this important and dynamic domain.
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Thefollowing contributions haveesulted from this research:

X Provided a major contriltion in understanding the internal process of
H FRPPHUFH LPSOHPHQWDWLRQ LQ IUDQFKLVH QHWZR

x

, QYHVWLIJDWHG WKH XVH RI H FRPPHUFH LQ IUDQFKLVW
with both franchisors and franchisees

X Surveyed the population of franchisors abewwommerce practices through an

online survey

x Used a thregphase study with different forms of analyses: qualitative,

guantitative and legal analyses
x Applied the Cynefin framework for decisianaking tothefranchise context

x Found that theproject tean approachwas optimal for seeking franchisee input
into strategy and engaging franchisees in decisiaking

x Established thatfective communication between the franchisor and franchisees
reducel fear and anxiety in franchiseds line with extant liteature, effective
communication was found to be the key in developing strong franehisor

franchisee relationships (Watson & Johnson, 2010).

x Reinforcedthe findingsof extant researcfWatson & Johnson, 201@bpout the
importance of franchisor leadership atalinfluence on shaping the franchigor

franchisee relationship

x Established that quality training and support services were valued by franchisees
DQG KHOSHG WKHP LQ WKH FKDQJH SURFHVV RI H FRP
the existing literature * U « §&n et al., 2008; Watson & Johnson, 2010)

x Proved the benefits of utilisingpé case study approach in this researdcittain
rich in-depth understanding of the phenomenon under investigation. Although it
was particularly challenging to gain access éméhise systems that were open to
interviews with their franchisees, the value of interviewing franchisees directly
for this research was evident, and contributes to a research gap in franchising
(Wright & McAuley, 2012)
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X Gained an added dimensithroughinterviewing franchisees and understanding
WKHLU YLHZY DQG SHUVSHFWLYHV DERXW H FRPPHUF
been don@reviouslyby other studies.

x Extendedbeyond solely the franchiséranchisee relationship to include the
customer's persptee as well, which addresses the call in recent scholarly work
for considering the customer as part of the franchising relatioriBlaipt et al.,
2011) IndeedLawrence and Perrigot (2018xplain that customers are in fact at
the heart of the businesadiit is this relationship that must also be considered,

analysed, and improved.

In conclusion, this thorough, exploratory research found that Australian franchise
QHWZRUNYV ZLOO EHQHILW IURP HQJDJLQJ IUDQFKLVHHV LQ
aspossibly, other strategic decisions for the franchise network. This research has provided
a significant and original contribution to the academic literature by providing a greater
XQGHUVWDQGLQJ RI H FRPPHUFH VWUDWHJXJJdiNQ td th® QFKLVLQ
domain of franchisefranchisee relationships. It is hoped that the knowledge created in this
thesis will provide avenues for future academic inquiry and serve the franchising
community in two ways: firstly, to better understand the rmajtered nature of
H FRPPHUFH VWUDWHJ\ the @rinciplpQtRat Inveld Qd b® €oBsidered in
H FRPPHUFH VWU bW Betdndiy) BsBistirigRIf@ stakeholders involved in the
franchising relationship with finding appropriate structures of galedecisioamaking

and working together more effectively in a cooperative business relationship.

This chapter summarised the work undertaken in all preceding chapters. It also
discussed the key findings of this doctoral research and the knowledgel ciidetenodels
elaborated during this research were presented and discussed. In addition, implications for

practice, theory and policy were explained.
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Appendices

Appendix A: Participants interviewed for Phase |

Table Al: Participants interviewed for Pha |

Ref # | Industry Position in the company of the interviewee System
size in units

1 Nonfood retail Chief Operating Officer 40
2 Food retalil General Manager Marketing 245
3 Non-food retail National Marketing Manager 30
4 Non-food retail National Advetising Manager 104
5 Food retail National Marketing Coordinator 77
6 Food retalil co-Managing Director 24
7 Services (fitness) Software Development Manager 74
8 Mobile services (pet care) Director 150
9 Non-food retail National franchise and operatisrmanager 120
10 Services (logistics) Innovation and Business Systems Manager 106
11 Retail food Managing Director 94
12 Personal services (mobile) Managing Director 47
13 Retall e-Commerce Manager 330
14 Personal services (mobile) General Manager fdiT, marketing and contact centre 210
15 Non-food retail CEO 160
16 Food retail General Manager 186
17 Food retail Managing Director 32
18 Financial services General Manager of Operations and head of IT departmg 370
19 Food retalil General Manager 147
20 Real estate services Marketing and PR head 48
21 Food retail Finance Manager 28
22 Food retail Marketing manager 327
23 Services (pet care) Franchisor Operations 11
24 Non-food retail National Sales and Operations Manager 15
25 Food retalil Graup Corporate Communications Manager 609
26 Financial services National Franchise Development Manager 151
27 Non-food retail National Marketing Manager 72
28 Food retail 1. Franchise Admin Manager and 2. National Digital 346
29 NorHood retail Marketing Manager 22
30 Non-food retail National Retail Manager 79
31 Nonfood retail National Marketing Manager 14
32 Nonfood retail CEO 140
33 B2B National Director 88
34 Non-food retail Brand Manager 29
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35 Food retalil Managing Director 67
36 Nonfood retail National Marketing Manager 78
37 Non-food retail Business Development Manager 450
38 Financial services Head of Digital 155
39 Food retalil Marketing manager 190
40 Nonfood retail IT Manager 98
41 Non-food retail Director 380
42 Nonfood retail National Operations Manager 90
43 Food retalil Marketing manager 66
44 Non-food retail Marketing manager 51
45 Food retail National Marketing Manager 377
46 Nonfood retail and mobile service| Chief Operations Officer 330
47 Nonfood retail GM Marketing 74
48 Nonfood retail and administrative | Director 220
49 Food retail Director 470
50 Real estate services Head of Digital & Lead Generation Services 670
51 Administration and support Head of Marketing 270
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Appendx B: Semtstructured interview script

Name

Position in the company:
Company
Industry:
Contact phone
Emait

I am doing my PhD in franchising at Griffith University. My topic of researetoimmerce and online retailing and my
supervsor is Professor Lorelle Frazer. | am doing this quick confidential phone survey as part of my research. | ai
A <y *3]}ve }ps E V[ %% E} Z 5} ¢« 00]VP % E} pu S« v « EA] « }vo]y

All your comments will be kept totally confidential. Thig@ A C ]« EE&] }us Jv JE v Alsz
W}o] CU v A]3Z %% E}A o (E}u $Z hv]A E-]5C[e 3Z] « }uuld3s X z}u@E
not be identified.

I will be analysing trends and | am happy to share a cdpyy findings with youwould you like to receive a copy of

the findings? Would you like to proceed on this basis?

QUESTION 1. My first question is about your central website and the extent to which you havecammerce
facility.

Can customers currently order products or services online?
Thank you, can | ask how do they pay for it?

If YESY X If NO ...
a. How long has this been fully functioning? yee Which of the following best describes your
months Ju% VC[e %% E} ZW

b. How big are the current online figes? (either as a
percentage of overall retail sales or in dollar terms
$ or %

1. We are in thetesting phaseand expect the site to
soon be fumtional

We havedecided to proceedvith an ecommerce

¢. Onascaleof 1105 how do these sales co facility but are still investigating how it will work

your expectations? explain all 5
1 iswell belowexpectations

2 isslightly belowexpectations
3 is in line with expectations
4 isslightly aboveexpectations
5 iswell aboveexpectations

3. We areundecidedon whether to proceed with an
commerce facility

4, |\ We havedecided not tochave an ecommerce
racility for the moment

d. What were your expec

R '/

/ ( Whendo you / ( What stage /( What [ ( &y have
expect the site to be open tg are you at? For instance arg issues are you you taken this decision
the public? you using an outside considering and what wil| (probe for further
What expectations do you | consulting firm to assist? help you make the final | Jv(}E&u §]}v XPX
have around online sales What expectations| decision? §Z]+_ U ~Z}A Je(
figures, either as a do you have around online § §Z]s }v opue]l}n
percentage of overall sales figures, either as a
revenue or in dollar terms? | percentage of overall
$ or revenue or in dollar terms?

% How have you $ or
arrived at this figure? % HoWwave you
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arrived at this figure?

Move to Q2 Move to Q2 Move to Q3 Move to Q3

Yh ~d/KE iX /[ o]l &} vVIA I Ju& §Z &l}o }( (E v Zdommerfe skategyE ps]}

a. Do/Will franchisees receive any of the sales revenues generated? If so what percentage?

b. How else arg¢he revenues distributed, for instance is there a contribution to help cover the set up or overhea
the online facility?

c. Are franchisees involved in the distribution of products ordered online to customers? If so how?

Yh ~d/KE iX /[ o]l abpuvydur franchisees attitudes to your-eommerce strategy/ approach.

YES
NO
If they have or are intending to havan ecommerce If they have decided not tdhvave an ecommerce facility
facility, askY X for the moment, asky X
a. To what extent, if at all, have franchisees been a. To what extent were franchisees a part of your
JvVA}oA v A 0}%]VvP 3Z }u% V decision not to have an online facility on your web
strategy? (Probe for specifics). site?

b. What do franchisees think about this decision? Hoy b. What do franchisees think about this decision? Hoy
do you know this? do you know this?

c. Onascale of 1to 5 how would you say your
}u% vC[e %% E} Z §} }vo]v e« o
impacted on your relationships with your franchisegq

where c. Onascale of 1to 5 how wowdu say your
1 isvery negatively affected }u% VC[e %% E} Z §} }volv <« 0O
2 isslightlynegatively affected impacted on your relationships with your
3 is no difference franchisees, where
4 isslightlypositively affected 1 isverynegatively affected
5 isverypositively affected 2 isslightlynegatively affected
What have been their biggest fears? 3 is no difference

4 isslightlypositively affected
5 isverypositively affected

What has helped in getting them more onside?

QUESTION 4.

a. Onascale of 1 to 5 what type of impact do you think online retailing will have on your current business mog
1 Very negative
2 Slightly negative
3 Not sure
4 Slightly positive
5 Very positive

QUESTION 5. And finally, whare your biggest challenges in addressing the issue of online retailing, and what hg

been useful in helping you to deal with these challenges?

How many retail units or stores do you currently have in Australia (franchised and company owned
combined)?

Keeping in mind your responses are confidential, can | ask what were the combined annual retail sales for your
network last financial year? $
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Appendix C: Full list of participants in the industry forum

Table C1: List of participants in the industry forum

Position in the franchise

Industry

1 | General Manager, Retail Other services
2 | IT Manager Retail trade
3 | Director Accommodation and food services
4 | Head of Marketing Administration and support service
5 | Managing Director Franchising expert
6 | Master Franchisee NSW/ACT Administration and support service
7 | GM Marketing Retail trade
8 | Brand Manager Retail trade
9 | Finance and Operations Manager Accommodation and food services
10 | Marketing Manager Retail trade
11 | Nationd Marketing Manager Retail trade
12| CEO Other services
13 | Head of Retail Support Services Financial and insurance services
14 | Managing Director Transport, postal and warehousing
15 | NSW State Manager Other services
16 | Director Retail trade
17 | NationalMarketing Manager Retail trade
18 | National Franchise & Operations Manag Retail trade
19 | Marketing Manager Retail trade
20 | National Marketing Manager Other services
21| CEO Retail trade
22 | Marketing Manager Other services
23 | Franchise Operations Mager Retail trade
24 | Finance Director Retail trade
25 | Business Development Manager Retail trade
26 | National Sales Manager Administration and support service
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Position in the franchise

Industry

27

Marketing Manager

Retail trade

28

Operations & Finance Manager

Administration and supposervices

29 | National Marketing Manager Wholesale trade

30| CEO Administration and support service
31 | Director Franchising expert

32 | Executive Director Retail trade

33 | Managing Partner Administration and support service
34 | Managing Director Retail tade

35 | Managing Director Franchising expert

36 | National Retail Manager Other services

37 | Online Manager Retail trade

38 | CEO Rental, hire and real estate servicg
39 | Managing Director Other services

40 | Managing Director Franchising expert

41 | Director Franchising expert

42 | Ecommerce Manager Retail trade

43

General Manager

Administration and support service

44

Managing Director

Other services

45 | Group Legal Counsel Accommodation and food services
46 | IT & Games Manager Rental, hire and real estaservices
47 | National Operations Manager Retail trade

48 | Franchise Manager Retail trade

49 | Director Franchising expert

50 | National Advertising Manager Retail trade

51 | Divisional Franchisor Administration and support service
52 | Divisional Franchisor Administration and support service
53 | National Franchise Manager Administration and support service
54 | General Manager Retail trade

55 | Sales & Marketing Director Retail trade

56 | Director Administration and support service
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Position in the franchise Industry
57 | Innovation / BusinessyStems Manager | Transport, postal and warehousing
58 | Marketing manager Retail trade
59| CEO Other services
60 | CEO Transport, postal and warehousing
61 | Director Administration and support service
62| CFO Retail trade
63 | Founder Franchising expert
64 | Director Franchising expert
65 | Founder Franchising expert
66 | Senior Partner Franchising expert
67 | Director Franchising expert
68 | National Sales Director Franchising expert
69 | Cofounder Franchising expert
70 | Founder Franchising expert

Source: Compile from the registration list for Bricks and Clicks forum 2012 by FRI. Franchise
companies were coded according to industry type using the major categories provided under the
Australian and New Zealand Standard Industrial Classification (ANZSIC) codirensyst used in

the Franchising Australia repofFrazer et al., 2010, 2012; Frazer et al., 2014; Frazer, Weaven, &
Wright, 2008)
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Appendix D Email invitation to participate in research (phase I)
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Appendix E Questions for Franchising Australia survey*

Q40* Does your franchise engage in online sales (either products or services)?

* Yes (1)
* No (2)

Answer If Does your franchise engage in online sales? No Is Selected
Q69 Do you have to plans to sell your products and/or services online in the

future? (Pleas indicate why or why not?)

Answer If Does your franchise engage in online sales? Yes Is Selected

Q41 For how long have you been selling products or services online?

Answer If Does your franchise engage in online sales? Yes Is Selected

Q42 How is the reanue from online sales distributed in your franchise network?
Answer If Does your franchise engage in online sales? Yes Is Selected

Q43 What percentage of sales in the franchise network comes from online sales?
Q44**
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Answer If Does your franchise engagenline sales? Yes Is Selected
Q45 How did the launch of online sales affect the relationships with your
franchisees?

» Positively affected the relationships (1)
» Did not affect the relationships (2)
* Negatively affected the relationships (3)

Q46*

* Quedions are numbered to reflect their original positioning in the Franchising
Australia survey 2012.
** Questions 44 and 46 are displayed as they appear in the Qualtrics software for

illustrative purposes.
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Appendix F: Information sheet: phase 1

The impact of ecommerce on the franchising sector

INFORMATION SHEET

Who is conducting the research

Senior Researcher Student Researcher

Professor Lorelle Frazer Zhanna Kremez

Griffith Business School Logan Campus Department of Marketing

Telephone: 07 3382 1179 Griffith University

Email|L.Frazer@aqriffith.edu.au Telephone +61 415 677 415
Email:

Greg Nathan, Adjunct Senior Lecturer [Zhanna.kremez@griffithuni.edu jau

Franchising Relationships Institute (Founder
Phone07 3510 9000
Email{gregnathan@franchiserelationships.¢

Why is the research being conducted?

Thisresearc,V FRQGXFWHG DV SDUW RI WKH JUDQFKLVLQJ 5HODW
by Greg Nathan) preonference survey about the online retailing strategies in the franchising

sector.

This research focuses on investigating the patterns of businessobehia the franchising

sector in response to a technological change brought by the development of electronic
commerce and online retailing ate identification obest practice.

What the interviewee will be asked to do

You will be invited to participé in a short survey over the phone consisting of 5 questions
which will take approximately 12 minutes. The survey will be conducted by the student
researcheby telephone.

The basis by which participants will be selected or screened

A total sample of S5)participants will be selected. The participants are senior executives of
well-established franchising companies in their markets with an extended number of franchise
units in the system and extensive franchising relationships. OveoftthE participans have
registered as attendees of the Bricks and Clicks forum organised by the Franchising
Relationships Institute.

The expected benefits of the research
This research is expected to inform the franchising sector about the most recent trends in online
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retailing as well as best practice in this field. It is anticipated the research may identify threats
and opportunities for franchising companies in the areascofmenerce and online retailing.
The findings may also help inform future franchise sector po#ifoyms.

Risks to you
There will be no risks to participants.

Your confidentiality
Only aggregated data will appear in the report and no participants will be identified.

Your participation is voluntary

Your participation in this study is voluntary. Y@re also under no obligation to answer every
guestion that is addressed to you during the survey. As a voluntary participant you are free to
withdraw at any time from this study without any comment or penalty.

The ethical conduct of this research

Griffith University conducts research in accordance withNtonal Statement on Ethical
Conduct in Research Involving Humandf potential participants have any concerns or
complaints about the ethical conduct of the project they should contact the M&esganch
Ethics on (07) 3735 5585|ogsearch-ethics@ariffith.edu.aul

Feedback to you
A report from the survey findingsill be sent to you via email.

Privacy Statement

The conduct of this researatvblves the collection, access and/or use of your identified

personal information. The information collected is confidential and will not be disclosed to

third parties without your consent, except to meet government, legal or other regulatory

authority regirements. A dedentified copy of this data may be used for other research

purposes. However, your anonymity will at all times be safeguarded. For further
LQIRUPDWLRQ FRQVXOW W K HwaQdiffithlédV adaboiv 3ULYDF\ 30DQ |
griffith/plans-publications/griffithuniversityprivacy-plan or telephone (07) 3735 5585.
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Appendix G Consent form: phase 1

The impact of ecommerce on the franchising sector

Consent form

Senior Researcher Student Researcher
Professor Lorelle Fraze Zhanna Kremez

Griffith Business School Logan Campus Department of Marketing
Telephone: 07 3382 1179 Griffith University
Email|L.Frazer@aqriffith.edu.au Telephone +61 415 677 415

Email{Zhanna.kremez@griffithuni.edu Jai

Greg Nathan, Adjunct Senior Lecturer
Franchising Relationships Institute (Founder
Phone07 3510 9000
Email{gregnathan@franchiserelationships.¢

By signing below, | confirm that | have read and understood the information

package and in particular have noted that:

X

X
X
X

X X X X

| understand that my involvement in this research will includeguaation in an

over the phone survey with the researcher for approximately 12 minutes

| have had any questions answered to my satisfaction

| understand the risks involved

| understand that there will be no direct benefit to me from my participation in this
research

| understand that this conversation will not be recorded and that the researcher will
only take notes

I understand that my participation in this research is voluntary

| understand that if | have any additional questions | can contact the retszanch

| understand that | am free to withdraw at any time, without comment or penalty

I understand that | can contact the Manager, Research Ethics, at Griffith University
Human Research Ethics Committee on 3735 5585 (or
researchethics@griffith.edu)aifi | have any concerns about the ethical conduct of
the project

| agree to participate in the project.

Participant Date
Investigator Date
OR Verbal Consent: YES NO
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Appendix H: Information sheet: phase Il and Il

Franchisee participation in strategy creation: developing an
Hcommerce strategy in franchising

INFORMATION SHEET

Who is conducting the research

Senior Researcher Student Researcher
Professor Lorelle Frazer Zhanna Kremez

Griffith Business Seool Logan Campus  Department of Marketing
Telephone: 07 3382 1179 Griffith University
EmailiL.Frazer@griffith.edu.gu Telephone +61 415 677 415

Email]Zhanna.kremez@griffithuni.edu Jau

Why is the research being conducted?

This research focuses on investigating franchisee participation in strategy creation and
decisioamaking in a complex and uncertain environmentvall as thepatterns of business
behaviour in the franchising sector in response to a technological change brought by the
development of electronic commerce and online retailing.

The aim of the research is to reveal best practice in seeking franchisgpati@n in complex
strategic decisions for the franchise network and to explore the effect of online sales on
franchising relationships.

What the interviewee will be asked to do

You will be invited to participate in an interview which will take appnaiely 40 minutes.
The interview will be conducted by the student researcher by telephone -tw-face. With
your permission, interviews will be aueliaped and erased upon transcription.

The basis by which participants will be selected or screened

Two types of participants will be selected. Firstly, senior executive managers of well
established franchising companies that have been foumalvésuccessfully integrationline
sales into their business will be interviewed. The interviews with their aegpg34)
franchisees will follow. Thirdly, the interviews with franchising sector experts will be
conducted.

The expected benefits of the research
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This research is expected to inform the franchising sector about the way that franchisees can
contribute towards making important strategic decisions for the franchise company. It is
anticipated the research may identify threats and opportunities for franchising companies in the
areas of franchising relationships in the context -cbmmerce and online retai). The
findings may also help inform future franchise sector policy reforms.

Risks to you
There will be no risks to participants.

Your confidentiality
All interviews are confidential. Only aggregated data will appear in the report and no
participantswill be able to be identified.

Your participation is voluntary

Your participation in this study is voluntary. You are also under no obligation to answer every
question that is addressed to you during the interview. As a voluntary participant you tare free
withdraw at any time from this study without any comment or penalty.

The ethical conduct of this research

Griffith University conducts research in accordance withNlagonal Statement on Ethical
Conduct in Research Involving Humandf potential paicipants have any concerns or
complaints about the ethical conduct of the project they should contact the Manager, Research
Ethics on (07) 3735 5585(mesearchethics @ariffith.edu.aul

Feedback to you
A summary of the findings will be emailed to participants following analysis of the
interview data.

Privacy Statement

The conduct of this research involves the collection, access and/or use of your identified

personal information. The information colledtis confidential and will not be disclosed to

third parties without your consent, except to meet government, legal or other regulatory

authority requirements. A dédentified copy of this data may be used for other research

purposes. However, your anongynwill at all times be safeguarded. For further

LQIRUPDWLRQ FRQVXOW W K Hw8\WQdriffith.6dvia¥sbdi 3SULYDF\ 30DQ
griffith/plans-publications/griffithuniversityprivacyplan or telephone (07) 3735685.
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Appendix t Consent form: phase Il tinterviews with franchisors
and sector experts

Franchisee participation in strategy creaton: the case of developing an
Hcommerce strategy in franchising

Consent form

Senior Researcher Student Researcher

Professor Lorelle Fezer Zhanna Kremez

Griffith Business School Department of Marketing

Logan Campus Griffith University

Telephone: 07 3382 1179 Telephone +61 415 677 415
Email{L.Frazer@gqriffith.edu.au Email|Zhanna.kremez@griffithuni.edu Jau

By signing below, | confirm that | have read and understood the information package and in
particular have noted that:

x l'understand that my involvement in thiseasch will include participation in an

interview with the researcher for approximatelyZbminutes

X | have had any questions answered to my satisfaction

X l'understand the risks involved
| understand that there will be no direct benefit to me from my pgaation in this
research
| am aware that my permission will be sought to record the interviews
| understand that recorded interviews will be erased upon transcription
| understand that my participation in this research is voluntary
| understand that if ldwe any additional questions | can contact the research team
| understand that | am free to withdraw at any time, without comment or penalty
I understand that | can contact the Manager, Research Ethics, at Griffith University
Human Research Ethics Comméten 3735 5585 (or
researchethics@griffith.edu)aifi | have any concerns about the ethical conduct of
the project
X | agree to participate in the project.

x

X X X X X X

Participant Date
Investigator Date
OR Verbal Consent: YES NO
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Appendix J: Consent form: phase 2+interviews with
franchisees

Franchisee participation in strategy creaton: the case of developing an
Hcommerce strategy in franchising

Consent form

Senior Researcher Student Researcher

Professor Lorelle Frazer Zhanna Kremez

Griffith Business School Department of Marketing

Logan Campus Griffith University

Telephone: 07 3382 1179 Telephone +61 430 474 113
Email{L.Frazer@gqriffith.edu.au Email{Zhanna.kremez@aqriffithuni.edu Jau

By signing below, | confirm that | have read and understood the information package and in
particular have noted that:

X | understand that mywolvement in this research will include participation in an

interview with the researcher for approximatelyZlbminutes

x | have had any questions answered to my satisfaction

X | understand the risks involved
| understand that there will be no direct bengefime from my participation in this
research
| am aware that my permission will be sought to record the interviews
| understand that recorded interviews will be erased upon transcription
I understand that my participation in this research is voluntary
| understand that if I have any additional questions | can contact the research team
| understand that | am free to withdraw at any time, without comment or penalty
I understand that | can contact the Manager, Research Ethics, at Griffith University
Human Resarch Ethics Committee on 3735 5585 (or
researchethics@griffith.edu)aifi | have any concerns about the ethical conduct of
the project
X | agree to participate in the project.

x

X X X X X X

Participant Date
Investigator Date
OR Verbal Consent: YES NO
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Appendix K: Full diagram zscale ofdepth of participation

Figure K1: Scale of depth of participation
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Appendix L: Full diagram zscale ofbreadth of participation

Figure L1: Scaleof breadth of participation
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Appendix M: Preliminary model for franchisee acceptance of change based on Phase | findings

Figure M1: Preliminary model for franchisee acceptance of change (based on Phase | findings)
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Appendix N: Expert interviews includedin Phase llI

Table N1: Expert interviews included in Phase IlI

Expert category Number of
interviewees
Franchise lawyers 2
Franchising consultants 3
Total 5

Source: Developed for this research.
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Appendix O: Interview schedule for legal experts

Table O1: Interview schedule for legal experts

Theme Question

Practical experience ~ What is your experience with franchise organisations sett
and issues in up ecommerce for their network?

H FRPPHUFH L

franchising :KDW DUH WKH OHJDO LV\WxEM SHU

franchising?

How Franchisors-eommerce strategy fits with the rights
granted to franchisees under the franchise agreement?
Rights of franchisees
under the agreement  How will an ecommerce strategy impact on existing
franchise agreements an@# obligations?

Legislative change Do you think it is necessary to
haveanylegislativeintervention- reforms or any other
regulatory intervention in plagegulating this area?

Source: Developed for this research.
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Appendix P: Decisions in multiplecontexts

Source: D. SnowdefSnowden & Boone, 200Harvard Business Review
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