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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�W�D�Q�G�L�Q�J���R�I���W�K�H���X�V�H���R�I���H���F�R�P�P�H�U�F�H���L�Q���I�U�D�Q�F�K�L�V�L�Q�J�����D�Q�G�����������W�R���G�H�Y�H�O�R�S���D���I�U�D�P�H�Z�R�U�N��to 

assist franchisors to find suitable models �L�Q�� �H���F�R�P�P�H�U�F�H�� �D�G�R�S�W�L�R�Q�� �D�Q�G�� �J�D�L�Q�� �I�U�D�Q�F�K�L�V�H�H��

acceptance. �,�W�� �L�V�� �S�U�R�S�R�V�H�G�� �W�K�D�W�� �L�Q�K�H�U�H�Q�W�� �F�R�Q�W�U�D�G�L�F�W�L�R�Q�V�� �H�[�L�V�W�� �Z�K�H�Q�� �H���F�R�P�P�H�U�F�H�� �D�Q�G��

franc�K�L�V�L�Q�J���D�U�H���F�R�P�E�L�Q�H�G���G�X�H���W�R���S�R�W�H�Q�W�L�D�O���H���H�Q�F�U�R�D�F�K�P�H�Q�W���D�Q�G���I�U�D�Q�F�K�L�V�H�H���D�F�F�H�S�W�D�Q�F�H���R�I���W�K�H��

�I�U�D�Q�F�K�L�V�R�U�¶�V�� �V�W�U�D�W�H�J�\���� �,�Q�� �D�G�G�L�W�L�R�Q���� �H���F�R�P�P�H�U�F�H�� �F�K�D�O�O�H�Q�J�H�V�� �I�U�D�Q�F�K�L�V�L�Q�J�� �D�V�� �D�� �P�R�G�H�� �R�I��

distribution, as it implies a high level of centralisation, whereas franchising prior to the 

�H���F�R�P�P�H�U�F�H�� �D�J�H�� �Z�D�V�� �V�W�U�X�F�W�X�U�H�G�� �W�R�� �G�H�F�H�Q�W�U�D�O�L�V�H��the �I�U�D�Q�F�K�L�V�R�U�¶�V�� �E�X�V�L�Q�H�V�V�� �D�Q�G�� �G�L�V�W�U�L�E�X�W�L�R�Q��

arrangements. Therefore, this thesis aims to address questions around �K�R�Z���H���F�R�P�P�H�U�F�H���F�D�Q��

be successfully incorporated into franchise networks, especially those that had not 

�D�Q�W�L�F�L�S�D�W�H�G�� �W�K�H�� �R�Q�V�H�W�� �D�Q�G�� �W�K�H�� �S�U�R�O�L�I�H�U�D�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �W�K�H�L�U�� �L�Q�L�W�L�D�O�� �V�W�U�X�F�W�X�U�H���� �7�K�H�V�H��

research questions are addressed primarily through qualitative methods of data collection 

and analysis, although a small part of this thesis contains a quantitative 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 semi-structured interviews were conducted with franchisors until data 

�V�D�W�X�U�D�W�L�R�Q�� �Z�D�V�� �D�F�K�L�H�Y�H�G���� �L�Q�� �W�K�H�� �L�Q�L�W�L�D�O�� �H�[�S�O�R�U�D�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�L�H�V�� �D�P�R�Q�J�V�W��

Australian franchisors. The analysis thereof was complemented by empirical materials from 

�D�Q���L�Q�G�X�V�W�U�\�� �I�R�U�X�P���G�H�G�L�F�D�W�H�G���W�R���W�K�H���X�V�H���R�I�� �H���F�R�P�P�H�U�F�H���L�Q���I�U�D�Q�F�K�L�V�L�Q�J���Zith 70 participants, 

assisted by NVivo10 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 that t�K�H�� �D�G�R�S�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q��

Australian franchising has advanced further compared with the results from earlier studies, 

and that most franchisors involved their �I�U�D�Q�F�K�L�V�H�H�V���L�Q���W�K�H���G�H�Y�H�O�R�S�P�H�Q�W���R�I���W�K�H���H���F�R�P�P�H�U�F�H��

strategies to varied extents. Furthermore, th�H���S�D�U�W�L�F�L�S�D�W�L�R�Q���R�I���I�U�D�Q�F�K�L�V�H�H�V���L�Q���W�K�H���H���F�R�P�P�H�U�F�H��

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 

�I�U�D�Q�F�K�L�V�H�H�� �D�F�F�H�S�W�D�Q�F�H�� �R�I�� �W�K�H�� �H��commerce strategy. From this phase of research, it was 
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�S�U�R�S�R�V�H�G���W�K�D�W���H�I�I�H�F�W�L�Y�H���F�R�P�P�X�Q�L�F�D�W�L�R�Q���P�H�W�K�R�G�V���Z�R�X�O�G���K�H�O�S���O�H�V�V�H�Q���I�U�D�Q�F�K�L�V�H�H�V�¶���I�H�D�U�V���D�E�R�X�W��

�W�K�H�� �L�Q�W�U�R�G�X�F�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�W�R�� �W�K�H�L�U�� �U�H�V�S�H�F�W�L�Y�H�� �Q�H�W�Z�R�U�N�V�� �D�Q�G�� �J�D�L�Q�� �I�U�D�Q�F�K�L�V�H�H��

acceptance.  

Second, a multiple case study was conducted where two large mature franchise 

networks were selected to take part in a multi-dimensional investigation of their 

�H���F�R�P�P�H�U�F�H���S�U�D�F�W�L�F�H�V. This was implemented by interviewing senior franchisor executives, 

four franchisees in each case, and exploring end-user 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 fo�U���W�K�H���V�X�F�F�H�V�V���R�I���W�K�H���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���L�Q���I�U�D�Q�F�K�L�V�L�Q�J�����I�U�D�Q�F�K�L�V�R�U���O�H�D�G�H�U�V�K�L�S����

training and support of franchisees by the franchisor, and communication and collaboration 

with franchisees, which is most effectively implemented through a project team approach.  

In the third and final phase of this research, legal analysis of the issues pertaining to 

�W�K�H�� �X�V�H���R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J�� �Z�D�V�� �X�Q�G�H�U�W�D�N�H�Q���� �$�� �U�D�Q�J�H�� �R�I�� �P�D�W�H�U�L�D�O�V��was analysed 

including relevant legislation, especially the Franchising Code of Conduct and the 

Australian Consumer Law, relevant case law, in addition to the data from the interviews 

with experts. It was found that the revised Franchising Code may have wide implications 

�I�R�U�� �K�R�Z�� �$�X�V�W�U�D�O�L�D�Q�� �I�U�D�Q�F�K�L�V�R�U�V�� �F�R�Q�G�X�F�W�� �H���F�R�P�P�H�U�F�H�� �D�Q�G�� �W�K�H�� �Z�D�\�� �W�K�H�\�� �G�L�V�Flose their 

transactional online activity in their disclosure documents. In addition, due to the change in 

the legislation, �I�U�D�Q�F�K�L�V�R�U�V���D�U�H���E�H�L�Q�J���I�R�U�F�H�G���W�R���U�H�Y�L�H�Z���W�K�H�L�U���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���D�V���Z�H�O�O���D�V��

their legal documents, which may give rise to further dev�H�O�R�S�P�H�Q�W�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �W�K�H��

Australian franchising sector. Thus, the findings from this research: (1) created new 

knowledge within the franchising scholarly-research domain, (2) assisted in the discussion 

�I�R�U���W�K�H���D�G�Y�D�Q�F�H�P�H�Q�W���R�I�� �H���F�R�P�P�H�U�F�H���L�Q���I�U�D�Q�F�K�L�V�L�Q�J��as well as the franchising relationships 

at large, and (3) served the franchising community by developing a practical step-by-step 

model of franchisee engagement in strategy creation through a project team approach that 

can be applied to the challenging ta�V�N�� �R�I�� �L�Q�W�U�R�G�X�F�L�Q�J�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �I�U�D�Q�F�K�L�V�H�� �Q�H�W�Z�R�U�N�V����

Finally, it is proposed that this model may be applied to a broader context of change 

management and strategy creation within the franchising context.  
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CHAPTER 1 - �,�Q�W�U�R�G�X�F�W�L�R�Q 

Introduction  

This research investigates the influences of business-to-consumer (B2C) electronic 

�F�R�P�P�H�U�F�H�� ���H���F�R�P�P�H�U�F�H���� �Z�L�W�K�L�Q�� �W�K�H�� �I�U�D�Q�F�K�L�V�L�Q�J�� �V�H�F�W�R�U���� �:�K�L�O�V�W�� �V�R�P�H�� �I�U�D�Q�F�K�L�V�R�U�V��have 

embraced e-commerce 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 used by consumers as a 

complementary channel to market. By investigating how successful franchise networks 

�K�D�Y�H�� �L�Q�F�R�U�S�R�U�D�W�H�G�� �H���F�R�P�P�H�U�F�H�� �L�Q�W�R�� �W�K�H�L�U�� �R�S�H�U�D�W�L�R�Q�V�� �D�Q�G�� �P�D�U�N�H�W�L�Q�J���� �W�K�L�V�� �U�H�V�H�D�U�F�K�� �D�L�P�V�� �W�R��

discover best practice in the field and to develop a framework of e-commerce for 

franchising where key strategy considerations will guide franchisors in their endeavours to 

develop an online marketing and sales channel for their network. In this thesis, when a 

�U�H�I�H�U�H�Q�F�H�� �L�V�� �P�D�G�H�� �W�R�� �V�X�F�F�H�V�V�I�X�O�� �H���F�R�P�P�H�U�F�H�� �L�P�S�O�H�P�H�Q�W�D�W�L�R�Q���� �W�K�H�� �Fontext in which this 

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 attractiveness 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 theory (Frazer, Weaven, & Bodey, 

2010; Plave & Miller, 2001). Similarly, e-commerce is unfolding as an important research 

area while an increasing number of companies embrace Internet use in their daily business 

activities (Dixon & Quinn, 2004). In essence, these two business strategies could be viewed 

as contradictory in nature. E-commerce 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 reduction of overheads. 

�)�U�D�Q�F�K�L�V�L�Q�J���� �R�Q�� �W�K�H�� �R�W�K�H�U�� �K�D�Q�G���� �I�R�F�X�V�H�V�� �R�Q�� �G�H�F�H�Q�W�U�D�O�L�V�L�Q�J�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �E�X�V�L�Q�H�V�V�� �Z�K�L�O�H��

increasing the market penetration by attracting self-investors (Terry, 2002). Thus, although 
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small and large non-franchised companies have been able to engage in opportunities 

presented by the emergence of e-commerce since the mid-1990s, the very nature of 

franchising restricted the ability of franchise networks to move forward with prompt 

decisions. E-commerce has also presented the sector with several unique challenges, such 

�D�V���L�Q�W�H�J�U�D�W�L�Q�J���µ�R�Q�O�L�Q�H�¶���L�Q�W�R���W�K�H�L�U���S�K�\�V�L�F�D�O���Q�H�W�Z�R�U�N���R�I�� �V�W�R�U�H�V���� �J�D�L�Q�L�Q�J���I�U�D�Q�F�K�L�V�H�H���D�F�F�H�S�W�D�Q�F�H��

and finding ways to avoid encroachment issues (Knack & Bloodhart, 2001; Plave & Miller, 

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

Australia and worldwide (PRWire, 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 towards e-commerce and at the same time extend their 

knowledge in this field. Accordingly, the primary research question guiding this research is: 

�³�+�R�Z�� �G�R�H�V�� �E�X�V�L�Q�H�V�V�� �W�R�� �F�R�Q�V�X�P�H�U�� �H���F�R�P�P�H�U�F�H�� �D�I�I�H�F�W�� �I�U�D�Q�F�K�L�V�H�� �R�S�H�U�D�W�L�R�Q�V�� �D�Q�G��

relationships?�´ 

Background to Research 

Since its inception in the mid-1990s, business-to-consumer electronic commerce 

(B2C e-commerce or e-commerce) has come to play an important transactional role in 

goods and service provision throughout the world (Schneider, 2011). Over this time, many 

businesses have adopted 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 

participate due to a number of complicating factors pertaining to potential encroachment 

and franchisee acceptance (Emerson, 2010). Nevertheless, some franchise organisations 

�K�D�Y�H�� �H�P�E�U�D�F�H�G�� �W�K�H�� �X�V�H���R�I�� �%���&�� �H��commerce activities, and have experienced varied levels 

of success (Knack & Bloodhart, 2001). While some were successful (for example, Aussie 

�)�D�U�P�H�U�V���'�L�U�H�F�W���R�U���'�R�P�L�Q�R�¶�V���3�L�]�]�D���(�Q�W�H�U�S�U�L�V�H�V�������R�W�K�H�U�V���K�D�Y�H���H�Q�F�R�X�Q�W�H�U�H�G���G�U�D�Z�Q-out periods 

of conflict and litigation with franchisees (for example, Dymocks Bookstores and Drug 

Emporium Inc.), primarily due to perceived encroachment by the franchisor into existing 

�I�U�D�Q�F�K�L�V�H�H�V�¶���W�H�U�U�L�W�R�U�L�H�V����Dymocks Holdings Pty Ltd v Top Ryde Booksellers Pty Ltd, 2000; 

Knack & Bloodhart, 2001). Nonetheless, there has been a renewed interest towards 
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�H��commerce 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 order to minimise the potential for 

conflict arising from such approaches.  

In the Australian setting, the long-term viability of the business format franchising 

�L�V�� �Y�L�W�D�O�� �I�R�U�� �W�K�H�� �Q�D�W�L�R�Q�¶�V�� �H�F�R�Q�R�P�\�� �D�V�� �L�W�� �D�F�F�R�X�Q�W�V�� �I�R�U�� ���������������� �H�P�S�O�R�\�H�H�V�� �D�Q�G�� �D�� �W�R�W�D�O�� �R�I�� ��������

billion in annual sales turnover (Frazer, Weaven, & Grace, 2014). In Australia, franchising 

�Z�D�V�� �L�Q�W�U�R�G�X�F�H�G�� �L�Q�� �W�K�H�� ���������V�� �E�\�� �I�D�V�W�� �I�R�R�G�� �I�U�D�Q�F�K�L�V�H�V�� �V�X�F�K�� �D�V�� �.�)�&�� �D�Q�G�� �0�F�'�R�Q�D�O�G�¶�V���� �D�Q�G��

began further expansion nationally in the 1970s (Terry, 1996; Wright & McAuley, 2012). 

Australia 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 the most prolific 

users of social media and networks (Ernst & Young, 2010). 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 viable e-commerce strategies, taking 

Australia as a research context. While a few exploratory articles have been published in the 

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 between e-commerce 

and franchising (Dixon & Quinn, 2004; Watson, Kirby, & Egan, 2002). Taking into 

account the growth of e-commerce 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 as to analyse 

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 
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Research significance and justification. 

The focus of this research lies within the intersection of two dynamic business 

strategies: franchising and electronic commerce (e-commerce). Both strategies have 

received considerable attention from academic researchers across different disciplines, 

including marketing, IT, consumer behaviour, and organisational theory (Dennis, Merrilees, 

Jayawardhena, & Tiu Wright, 2009; Dixon & Quinn, 2004; Frazer et al., 2010; Plave & 

Miller, 2001). However, some have suggested that the crossover between these two fields 

has not been sufficiently researched (Cedrola & Memmo, 2009; Dixon & Quinn, 2004). 

Indeed���� �D���U�H�O�D�W�L�Y�H�O�\���V�P�D�O�O���S�H�U�F�H�Q�W�D�J�H���R�I�� �H���F�R�P�P�H�U�F�H���D�G�R�S�W�L�R�Q���E�\�� �I�U�D�Q�F�K�L�V�R�U�V���V�X�J�J�H�V�W�V���W�K�D�W��

there is room for improvement in terms of the development of transactional capabilities in 

the franchising sector ���3�H�U�U�L�J�R�W���	���3�p�Q�D�U�G��������������. 

Understanding e-commerce strategy in franchising is important for a number of 

reasons. Firstly, any modern business requires a thorough e-commerce strategy if they want 

to improve their service standard and meet their customer�V�¶ needs, and franchised 

businesses are no exception to this rule (Lord, 2013; Nathan & Kremez, 2012). Secondly, 

from the marketing perspective, franchising can draw multiple 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 

���3�H�U�U�L�J�R�W���	���3�p�Q�D�U�G��������������. Furthermore, franchising 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 emerging economies such as Brazil (1,643 networks), China 

(4,000), and India (1,800) (European Franchise Federation, 2011; Frazer et al., 2014). 

In addition, it is important to study this area due to the inherent contradictions that 

arise when franchising and e-commerce are combined. On the one hand, franchising has 

traditionally relied on granting exclusivity within protected territories to the system 

members (franchisees). However, e-commerce is a business strategy that allows for a wider 

geographical reach of consumers in different markets and does not respect any territorial 

boundaries. Thus, when e-commerce was introduced, franchising organisations were faced 
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with challenges that their non-franchised counterparts had not encountered (Emerson, 2010; 

Terry, 2002). While a number of franchises adopted (what are now apparent to be) ill-

considered strategies�² often resulting in litigation with their franchisees, as in the case of 

Dymocks or Drug Emporium (Knack & Bloodhart, 2001)�² others delayed this decision 

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

Nevertheless, the global trends of steady growth in e-commerce and the decline in 

traditional �µbricks-and-mortar�¶ retail sales have prompted franchisors to reconsider their 

reserved approach towards the online offering of products and services (Frazer et al., 2014; 

PRWire, 2012). However, franchisors have continuously struggled to identify the most 

effective use of e-commerce for their systems�² both during the 1990s, when purely online 

businesses were rapidly emerging, and today, when e-commerce is an established and 

sustainable strategy (Knack & Bloodhart, 2001; Plave & Miller, 2001). Yet, there is very 

�O�L�W�W�O�H���H�P�S�L�U�L�F�D�O���U�H�V�H�D�U�F�K���L�Q���W�K�L�V���I�L�H�O�G���W�R���L�Q�I�R�U�P���I�U�D�Q�F�K�L�V�R�U�V�¶���G�H�F�L�V�L�R�Q���W�R���D�G�R�S�W���D�Q���D�S�Sropriate 

e-commerce strategy. The lack of an in-depth understanding of e-commerce practices in 

franchising indicates a need for further research in this area (Cedrola & Memmo, 2009; 

Dixon & Quinn, 2004; Rao & Frazer, 2010). By investigating how franchise networks are 

currently incorporating e-commerce 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 organisations are using in order to embrace �H��commerce. In particular, 

this research focuses on current e-commerce strategies dealing with encroachment, 

franchisee relationships, and profit-sharing models, which are the most tenuous areas in the 

sector (Watson et al., 2002). This goal was addressed through using a combination of 

qualitative 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 represented using models (Silverman, 2010). 

Research Focus and Research Questions 

The focal question of this research is: �³�+�R�Z���G�R�H�V���E�X�V�L�Q�H�V�V���W�R���F�R�Q�V�X�P�H�U���H���F�R�P�P�H�U�F�H��

affect franchise operations and relationships?�´�� thus, the focus of this research is on 
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�H���F�R�P�P�H�U�F�H�� �V�W�U�Dtegies and structures in franchise networks, and how they affect the daily 

operations of franchise businesses as well as franchisor-franchisee relationships. The 

�S�X�U�S�R�V�H�� �R�I�� �W�K�L�V�� �U�H�V�H�D�U�F�K�� �L�V�� �W�R�� �H�[�S�O�R�U�H�� �W�K�H�� �L�P�S�R�U�W�D�Q�F�H�� �R�I�� �H���F�R�P�P�H�U�F�H�� �I�R�U�� �I�U�D�Q�F�K�L�V�L�Q�J�� �D�Q�G��

investigate how it can be successfully integrated into the operations of franchised 

�R�U�J�D�Q�L�V�D�W�L�R�Q�V�� �W�K�D�W�� �K�D�G�� �Q�R�W�� �D�Q�W�L�F�L�S�D�W�H�G�� �W�K�H�� �R�Q�V�H�W�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �W�K�H�L�U�� �L�Q�L�W�L�D�O�� �G�L�V�W�U�L�E�X�W�L�R�Q��

structure and agreements. 

�)�L�U�V�W�����W�K�L�V���W�K�H�V�L�V���D�L�P�V���W�R���L�Q�Y�H�V�W�L�J�D�W�H���W�K�H���U�R�O�H���R�I���H���F�R�P�P�H�Uce in franchise operations, 

�W�K�X�V�� �L�Q�Y�H�V�W�L�J�D�W�L�Q�J�� �L�Q�W�H�J�U�D�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�W�R�� �I�U�D�Q�F�K�L�V�H�� �V�\�V�W�H�P�V�� �L�Q�� �W�H�U�P�V�� �R�I��

implementation process and marketing practices. Second, this thesis addresses the role of 

�H���F�R�P�P�H�U�F�H�� �L�Q��franchise relationships, specifically the role of franchisees in forming the 

�H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���D�Q�G���I�U�D�Q�F�K�L�V�H�H�V�¶���S�H�U�F�H�S�W�L�R�Q���R�I���H���F�R�P�P�H�U�F�H���L�Q���W�K�H�L�U���E�X�V�L�Q�H�V�V�H�V�����7�K�L�U�G����

this thesis investigates franchise performance by examining the financial structures 

�I�D�F�L�O�L�W�D�W�L�Q�J�� �H���F�R�P�P�H�U�F�H�� Finally, this research evaluates and analyses the regulatory 

framework that impacts on the development of e-commerce in franchising and seeks 

potential answers to the legal challenges posed by the online channel to the franchise 

sector. 

Research Method 

This research is dominated by 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 addres�V���W�K�H���µ�K�R�Z�¶���T�X�H�V�W�L�R�Q�V���I�R�U���Z�K�L�F�K���W�K�H���D�Q�V�Z�H�U�V���F�D�Q�Q�R�W���E�H��

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 knowled�J�H���R�Q���W�K�H���X�V�H���R�I���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���L�Q���I�U�D�Q�F�K�L�V�H���Q�H�W�Z�R�U�N�V�� 

In this research, several research methods and techniques were used. First, semi-

structured interviews were used to investigate the issues in the applications of the 

�H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���L�Q���W�K�H���I�U�Dnchised companies, together with the observations and notes 

�I�U�R�P���D�Q���L�Q�G�X�V�W�U�\���I�R�U�X�P���G�H�G�L�F�D�W�H�G���W�R���W�K�H���H�[�S�O�R�U�D�W�L�R�Q���R�I���H���F�R�P�P�H�U�F�H���L�Q���I�U�D�Q�F�K�L�V�L�Q�J�����6�H�F�R�Q�G����
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an online survey followed by statistical analysis was used to confirm the findings of the 

qualitative component. Third, a case study approach was utilised for investigating the 

complex nature of inter-organisational relationships in franchising and what it meant to 

�L�P�S�O�H�P�H�Q�W�� �D�Q�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �L�Q�� �D�� �P�D�W�X�U�H�� �I�U�D�Q�F�K�L�V�H�� �Q�H�W�Z�R�U�N�� �V�H�W�W�L�Q�J�� �D�Q�G�� �J�D�L�Q�� �D�Q��

insider perspective. Fourth, franchise experts were interviewed in order to better appreciate 

�W�K�H�� �R�X�W�V�L�G�H�U�¶�V�� �Y�L�H�Z�� �R�I�� �W�K�H�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�L�H�V�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J���� �)�L�Q�D�O�O�\���� �D�� �O�H�J�D�O�� �D�Q�D�O�\�V�L�V��

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 analysis (Bazeley, 2007; Gahan & 

Hannibal, 1998; Richards, 1999), where the coding and interpretation process followed 

Maxwe�O�O�¶�V�� �F�R�G�L�Q�J�� �V�F�K�H�P�H�� ���0�D�[�Z�H�O�O���� �������������� �7�K�H�� �I�L�Q�G�L�Q�J�V�� �Z�H�U�H�� �W�K�H�Q�� �S�U�H�V�H�Q�W�H�G�� �X�V�L�Q�J��

themes, illustrative quotes, models, and descriptive and comparative tables. 

Thesis Outline 

The structure of this thesis is represented in Figure 1.1 below. Firstly, an 

introduction and background to the research were provided. The following chapter reviews 

the literature in several areas of interest, namely franchising and e-commerce, as well as an 

area where the former and the latter merge and where the legal issues pertaining to this 

matter arise. The review reveals that a gap in the literature exists evidenced by the fact that 

few empirical studies have examined the effect of e-commerce on the franchising sector. 

Through this review the research objectives and questions have been developed. The 

research questions were addressed through a combination of qualitative research methods 

which are described in chapter three. Chapter four presents the analysis and findings of 

Phase I of this research. Chapter five presents the process of analysis and findings of the 

Phase II of this research. Chapter six presents the legal issues pertaining to the research 

questions. Finally, conclusions and implications for theory and practice are presented in 

chapter seven. 
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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 time and financial constraints of the 

doctoral candidature. The number of cases in Phase II of this research was partially 

determined by the time constraints of the PhD candidature duration. This field of 

knowledge would be advanced by further studies, such as those focusing on the 

determinants for e-commerce 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 quantitative survey of a large sample 

of franchised companies.  

Moreover, for the case study research conducted during Phase II, only mature 

franchise networks were included. Therefore, different results may be produced if newer 

systems were selected for this inquiry. Indeed, �3�H�U�U�L�J�R�W�� �D�Q�G�� �3�p�Q�D�U�G�� ������������ found that 
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�Q�H�W�Z�R�U�N�� �D�J�H�� �K�D�V�� �D�� �Q�H�J�D�W�L�Y�H�� �H�I�I�H�F�W�� �R�Q�� �W�K�H�� �L�P�S�O�H�P�H�Q�W�D�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\����

�V�X�J�J�H�V�W�L�Q�J���W�K�D�W���\�R�X�Q�J�H�U���I�U�D�Q�F�K�L�V�H���V�\�V�W�H�P�V���P�D�\���E�H���I�D�V�W�H�U���D�G�R�S�W�H�U�V���R�I���H���F�R�P�P�H�U�F�H���W�K�D�Q���P�R�U�H��

mature systems. Thus, the case study research could be replicated based on newer franchise 

networks and may produce different results. Finally, this study focused on Australian 

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

regulatory framework. 

Conclusion 

�7�K�H���F�R�P�S�O�H�[�L�W�\���R�I���W�K�H���L�Q�W�U�R�G�X�F�W�L�R�Q���R�I���H���F�R�P�P�H�U�F�H���L�Q�W�R���I�U�D�Q�F�K�L�V�H�G���E�X�V�L�Q�H�V�V�H�V���O�H�Q�G�V��

itself to difficulties in strategy creation due to potential encroachment issues and risks of 

conflict within the franchise networks. Nevertheless, the demands of the modern 

�P�D�U�N�H�W�S�O�D�F�H���D�Q�G���F�X�V�W�R�P�H�U�V���I�R�U���H���F�R�P�P�H�U�F�H���I�D�F�L�O�L�W�L�H�V���H�[�W�H�Q�G���W�R���D�O�O���E�X�V�L�Q�H�V�V�H�V�����U�H�J�D�U�G�O�H�V�V���R�I��

their legal form or whether they are franchised or not. Therefore, franchisors are left with 

�Q�R�� �F�K�R�L�F�H�� �E�X�W�� �W�R�� �L�Q�F�R�U�S�R�U�D�W�H�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�L�H�V�� �L�Q�W�R�� �W�K�H�L�U��networks; however, the 

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. 
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CHAPTER 2 - �/�L�W�H�U�D�W�X�U�H���5�H�Y�L�H�Z 

Introduction  

The focus of this research is to explore the implications of business-to-consumer 

�H���F�R�P�P�H�U�F�H�� �I�R�U�� �I�U�D�Q�F�K�L�V�H�� �E�X�V�L�Q�H�V�V�H�V���� �7�K�L�V�� �F�K�D�S�W�H�U�� �S�U�R�Y�L�G�H�V�� �D�� �J�H�Q�H�U�D�O�� �R�Y�H�U�Y�L�H�Z�� �R�I�� �W�K�H��

literature in the fields of e-commerce and franchising as well as research examining the 

�H���F�R�Pmerce practices of 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 

�V�X�J�J�H�V�W�V�� �W�K�D�W�� �D�� �J�D�S�� �L�Q�� �N�Q�R�Z�O�H�G�J�H�� �H�[�L�V�W�V�� �S�H�U�W�D�L�Q�L�Q�J�� �W�R�� �W�K�H�� �F�U�R�V�V�R�Y�H�U�� �E�H�W�Z�H�H�Q�� �H���F�R�P�P�H�U�F�H��

and franchising. Taking into the account the growth of e-commerce nationally and 

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

complex 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 further develop 

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

First, the notion of franchising and its evolution both internationally and in 

Australia is addressed in this chapter together with the main theories underlying the 

franchising business model. Second, the phenomenon of e-commerce and its development 

over the last few decades is explained. Third, the issues arising from the convergence of 

these two phenomena are discussed; starting from opportunities and threats that 

�H���F�R�P�P�H�U�F�H�� �P�L�J�K�W�� �S�R�V�H�� �W�R�� �I�U�D�Q�F�K�L�V�L�Q�J��and discussing business models for franchise 

�H���F�R�P�P�H�U�F�H�����D�Q�G���I�R�O�O�R�Z�H�G���E�\���W�K�H���F�X�U�U�H�Q�W���V�W�D�W�H���R�I���U�H�V�H�D�U�F�K���L�Q���W�K�L�V���D�U�H�D�����)�L�Q�D�O�O�\�����W�K�H���J�D�S�V���L�Q��

the literature are outlined, thus prompting a contribution to knowledge that this research 

intends to make. This chapter concludes with the delineation of 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 up-front and ongoing fees 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, ongoing support 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 benefit from the entrepreneurial opportunities created 

(Combs et al., 2011).  

Similar to other business-to-business markets, the franchising sector comprises 

independent entities that are committed to a legal relationship governed by a franchise 

agreement where roles, responsibilities and objectives are defined (Rao & Frazer, 2006). 

Due to the relational nature of franchising, it has been compared to a 'commercial 

marriage'; and is a long-term business arrangement where effective communication is 

crucial to the success 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 about the concept of the 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, automobile repair and rental businesses, and 

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 food companies that are known worldwide, such as 

�0�F�'�R�Q�D�O�G�¶�V�����.�)�&���D�Q�G���3�L�]�]�D���+�X�W�����7�H�U�U�\�������������������7�K�H���,�Q�W�H�U�Q�D�W�L�R�Q�D�O���)�U�D�Q�F�K�L�V�H���$�V�V�R�F�L�D�W�L�R�Q�����D��

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). The resource 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 hand, scholars who are informed 

by agency theory argue that, although franchising gives the franchisor the opportunity to 

reduce the level of risk inherent in a direct ownership activity, inherent agency problems 

arise due to a divergence of goals between agents (franchisees) and principals (franchisors) 

(Eisenhardt, 1989a; Elango & Fried, 1997). This divergence arises when franchisors seek to 

maximise system-�Z�L�G�H�� �V�D�O�H�V�� �D�V�� �W�K�H�\�� �U�H�F�H�L�Y�H�� �U�R�\�D�O�W�L�H�V�� �R�Q�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �J�U�R�V�V�� �V�D�O�H�V���� �Z�K�L�O�H��

franchisees seek to maximise th�H���Q�H�W���S�U�R�¿�W�V���R�I���W�K�H�L�U���L�Q�G�L�Y�L�G�X�D�O���R�X�W�O�H�W�V�����(�L�V�H�Q�K�D�U�G�W�������������D������

When a new franchise is granted within a specific territory, the system-wide sales might 

�L�Q�F�U�H�D�V�H���� �W�K�X�V�� �E�H�Q�H�I�L�W�L�Q�J�� �I�U�D�Q�F�K�L�V�R�U�V�¶�� �S�U�R�I�L�W�V���� �L�Q�F�U�H�D�V�L�Q�J�� �W�K�H�� �E�U�D�Q�G�� �D�Z�D�U�H�Q�H�V�V�� �D�Q�G�� �W�K�H��

physical footprint of 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 their 

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. Upper echelons, resource-based, and institutional theories are proposed as 

alternative propositions to these more dominant theories. Upper echelons theory argues that 

�W�K�H�� �G�H�F�L�V�L�R�Q�� �W�R�� �I�U�D�Q�F�K�L�V�H�� �L�V�� �L�Q�I�O�X�H�Q�F�H�G�� �E�\�� �D�Q�� �H�Q�W�U�H�S�U�H�Q�H�X�U�¶�V�� �S�H�U�V�R�Q�D�O�� �F�K�D�U�D�F�W�H�U�L�V�W�L�F�V����

education and prior experiences (Hambrick & Mason, 1984). On the other hand, 

institutional theory contends that managers are influenced by the social expectations and 

norms within an institutional context, and they tend to comply with these norms in order to 

gain legitimacy (Oliver, 1997). Lastly, resource-based theory �H�[�S�O�D�L�Q�V�� �W�K�D�W�� �D�� �I�L�U�P�¶�V��

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 (Barney, 1991).  
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�,�Q�� �D�G�G�L�W�L�R�Q���� �I�U�D�Q�F�K�L�V�L�Q�J�� �H�[�D�P�L�Q�H�G�� �I�U�R�P�� �W�K�H�� �µ�E�X�V�L�Q�H�V�V�� �U�L�V�N�¶�� �S�R�L�Q�W�� �R�I�� �Y�L�H�Z�� �S�U�R�Y�L�G�H�V��

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

�O�R�F�D�O���H�F�R�Q�R�P�L�F���F�R�Q�G�L�W�L�R�Q�V���U�D�W�K�H�U���W�K�D�Q���D���I�U�D�Q�F�K�L�V�H�H�¶�V���H�I�I�R�U�W�����7�K�H�U�H�I�R�U�H�����Z�K�H�Ue business risk 

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 above argument is �³contrary to the 

observed reality and counter intuitive�  ́ and found empirical evidence to support the 

proposition that industries with higher risks are more likely to embrace franchising due to 

the perceived benefits of joining an established system 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 (Watson et al., 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 in the 1950s, the Internet has achieved the same in the past decade 

(Terry, 2002). The way business is conducted now was revolutionised by technologies such 

�D�V�� �:�H�E�� ���������� �H���F�R�P�P�H�U�F�H���� �P�R�E�L�O�H�� �W�H�F�K�Q�R�O�R�J�L�H�V���� �D�Q�G�� �V�R�F�L�D�O�� �P�H�G�L�D�� ���6�F�K�Q�H�L�G�H�U���� ��������������

Similarly, the franchising sector has undergone tremendous changes. Part 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 companies (Terry, 2002). 

e-Commerce 

Electronic commerce (e-commerce or Internet commerce) emerged as an important 

research area over the past decade due to the increasing use of the Internet in business and 

its potential for a much wider geographical reach (Dixon �	�� �4�X�L�Q�Q���� �������������� �,�Q�� �W�R�G�D�\�¶�V��

business environment electronic commerce has many broad definitions. One of the first 

definitions described e-commerce as the exchange of goods, services and information in 

return for payments by electronic means (Harrington & Reed, 1995). Thus, earlier authors 
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used �W�K�H�� �W�H�U�P�� �µ�H-�F�R�P�P�H�U�F�H�¶ to refer to all commercial activity conducted with the aid of 

electronic devices, including EFT (electronic funds transfer), telephone or fax (Quirk & 

�)�R�U�G�H�U���� �������������� �7�K�L�V�� �G�H�¿�Q�L�W�L�R�Q�� �Z�D�V�� �O�D�W�H�U�� �H�[�S�D�Qded to refer to all aspects of business or 

market processes enabled by the Internet and the World Wide Web technologies (Dixon & 

Marston, 2002), which are �D�O�V�R�� �U�H�I�H�U�U�H�G�� �W�R�� �D�V�� �µ�H-�E�X�V�L�Q�H�V�V�¶���� �$�O�W�K�R�X�J�K�� �W�K�H�� �W�H�U�P�V�� �µ�H�O�H�F�W�U�R�Q�L�F��

�F�R�P�P�H�U�F�H�¶�� �D�Q�G�� �µ�H�O�H�F�W�U�R�Q�L�F�� �E�X�V�L�Q�H�V�V�¶��are sometimes used interchangeably (Schneider, 

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

sense. As Laudon and Traver (2007) explain, e-business turns into e-commerce at the time 

when an exchange of value occurs.   

For the purpose of this study e-commerce refers to a commercial activity where 

products or services can be booked or bought via computers or computer-like devices, such 

as smart phones or tablet computers, over the Internet. 

Currently, the e-commerce sector has developed beyond mere transactions between 

buyers and sellers: it now 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). 

�(���F�R�P�P�H�U�F�H�� �D�S�S�O�L�F�D�W�L�R�Q�V�� �F�D�Q�� �X�V�X�D�O�O�\�� �E�H�� �V�X�E�G�L�Y�L�G�H�G�� �L�Q�W�R�� �I�L�Y�H�� �F�D�W�H�J�R�U�L�H�V�� �R�U�� �V�H�F�W�R�U�V���� ��������

inter-organisational or business-to-business (B2B), for example for procurement; (2) 

business-to-consumer (B2C), representing all online retail activities; (3) business processes 

that support buying and selling activities; (4) consumer-to-consumer (C2C) e-commerce, 

where consumers get together to participate in auctions of goods, such as eBay; and (5) 

business-to-government (B2G) where businesses sell goods and services to governments 

(Dixon & Quinn, 2004; Schneider, 2011). Some authors also distinguish C2B, or 

consumer-to-business e-commerce, where consumers create products or services of value to 

businesses (Dixon & Marston, 2002), and mobile commerce (m-commerce), where the use 

of wireless digital devices enables transactions on the Web (Laudon & Traver, 2007). The 

current research focuses on the business-to-consumer application of e-commerce which 

involves a business offering products and/or services to consumers via the Internet, as well 

as mobile commerce when it serves the same purpose as the B2C e-commerce. 
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From humble beginnings in the mid-1990s business-to-consumer electronic 

�F�R�P�P�H�U�F�H���K�D�V���V�H�H�Q���D���V�L�J�Q�L�I�L�F�D�Q�W���U�L�V�H�����D�O�V�R���U�H�I�H�U�U�H�G���W�R���D�V���W�K�H���µ�G�R�W-�F�R�P���E�R�R�P�¶���L�Q���W�K�H���P�H�G�L�D��

and as �µfirst wave of electronic commerce�¶ in the literature, between 1997 and 2000 when 

more than 12,000 Internet-related businesses were started with more than US$100 billion of 

�L�Q�Y�H�V�W�R�U�V�¶�� �F�D�S�L�W�D�O�� ���6�F�K�Q�H�L�G�H�U���� �������������� �%�H�W�Z�H�H�Q�� �W�K�R�V�H�� �\�H�D�U�V, the growth of e-commerce 

doubled and tripled every year, until 2001 when a downturn occurred, which the media also 

called a �µdot-com bust�¶(Floriani & Lindsey, 2002). According to Schneider (2011), online 

sales merely slowed down to about 20-30% growth annually during the early 2000s, 

ascending again in 2003. This second rise of e-�F�R�P�P�H�U�F�H�� �L�V�� �U�H�I�H�U�U�H�G�� �W�R�� �D�V�� �W�K�H�� �µ�V�H�F�R�Q�G��

�Z�D�Y�H�¶�� �Z�K�L�F�K���� �X�Q�O�L�N�H�� �W�Ke first wave that was 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 continued to grow during that period at around 25 percent per annum.  

There are a few important factors presently contributing to further development of 

e-commerce. The increasing number of households with access to the Internet is a vital 

force, driving the growth in online sales to consumers (Australian Bureau of Statistics, 

2015). Indeed, the �1�D�W�L�R�Q�D�O�� �$�X�V�W�U�D�O�L�D�� �%�D�Q�N�¶�V�� �O�D�W�H�V�W�� �2�Q�O�L�Q�H�� �5�H�W�D�L�O�� �6�D�O�H�V�� �,�Q�G�H�[�� ���1�2�5�6�,����

shows online spending grew by 13.5 percent in the 12 months to June 2016. It is estimated 

that Australian consumers have spent around A$20.6 billion over the last 12 months to 

August 2016. 

Business-to-consumer electronic commerce provides retailers with the possibility of 

a new service concept, a new client interface and, in some cases, a new delivery system 

(Weltevreden, De Kruijf, Atzema, Frenken, & Van Oort, 2005), as 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 other hand, B2C e-commerce 

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 researchers offering 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, compatibility, and 

perceived strategic value. First, organisational readiness refers to sufficiency of financial 

resources to invest in new technologies as well as appropriate level of technology 

�V�R�S�K�L�V�W�L�F�D�W�L�R�Q�� �Z�L�W�K�L�Q�� �D�Q�� �R�U�J�D�Q�L�V�D�W�L�R�Q�� �D�Q�G�� �Z�D�V�� �I�R�X�Q�G�� �W�R�� �L�Q�I�O�X�H�Q�F�H�� �H��commerce adoption 

(Wang & Ahmed, 2009)���� �6�H�F�R�Q�G�� �G�H�W�H�U�P�L�Q�D�Q�W�� �R�I�� �H���F�R�P�P�H�U�F�H�� �D�G�R�S�W�L�R�Q�� �Z�D�V��external 

pressure, which refers to the influences from the organisational environment (Grandon & 

Pearson, 2004). Third factor, perceived benefits, can translate to transaction cost reduction, 

cash flow improvement, better inventory management as well as other operational 

efficiency enhancements and its impact on business processes and market position (Wang 

& Ahmed, 2009). Other factors that were found to positively influence the adoption of 

�H���F�R�P�P�H�U�F�H�� �E�\�� �R�U�J�D�Q�L�V�D�W�L�R�Q�V�� �L�Q�F�O�X�G�H��perceived ease of use, perceived usefulness, as well 

as compatibility between e-commerce and organisational culture, values, and preferred 

work practices (Grandon & Pearson, 2004). Furthermore, (Grandon & Pearson, 2004) 

found a causal link between the perceived strategic value of electronic commerce and 

electronic commerce adoption. This latter finding also indicates that managers who have 

positive attitude toward the adoption of e-commerce also perceived e-commerce as adding 

strategic value to the organisation. 

Specific to the franchising body of research, �3�H�U�U�L�J�R�W���D�Q�G���3�p�Q�D�U�G�������������� examined 

�W�K�H�� �I�D�F�W�R�U�V�� �L�Q�I�O�X�H�Q�F�L�Q�J�� �H���F�R�P�P�H�U�F�H�� �D�G�R�S�W�L�R�Q�� �E�\�� �I�U�D�Q�F�K�L�V�R�U�V�� �L�Q�� �W�K�H�� �F�R�Q�W�H�[�W�� �R�I�� �W�K�H�� �8���6����

market. This study found that two factors exert a significant and positive impact on the 

�D�G�R�S�W�L�R�Q�� �R�I�� �D�Q�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\���� �I�L�U�V�W���� �W�K�H�� �S�H�U�F�H�Q�W�D�J�H�� �R�I�� �F�R�P�S�D�Q�\-owned stores and, 

second, the brand image (measured by the network size). On the contrary, it was found that 

the network age and franchising royalties exert a significant and negative impact on the 

adoption of such a strategy. A further development of the latter research by Perrigot and 
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�3�p�Q�D�U�G�� ������������ has adopted a resource-based perspective �W�R�� �H�[�D�P�L�Q�H�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\��

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

�D�Q�G�� �L�Q�W�D�Q�J�L�E�O�H�� �U�H�V�R�X�U�F�H�V�� �Z�L�O�O�� �E�H�� �P�R�U�H�� �O�L�N�H�O�\�� �W�R�� �L�Q�Y�H�V�W�� �L�Q�� �D�Q�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\���� �7�K�X�V���� �D��

large percentage of company-owned stores (which represent a resource) as well as the 

�Q�H�W�Z�R�U�N�� �V�L�]�H�� ���Z�K�L�F�K�� �L�V�� �D�O�V�R�� �L�Q�G�L�F�D�W�L�Y�H�� �R�I�� �I�U�D�Q�F�K�L�V�R�U�V�¶�� �U�H�V�R�X�U�F�H�V�� �D�Q�G�� �F�R�P�S�H�W�H�Q�F�L�H�V���� �Z�H�U�H��

�I�R�X�Q�G���W�R���E�H���G�H�W�H�U�P�L�Q�D�Q�W�V���R�I���I�U�D�Q�F�K�L�V�H���Q�H�W�Z�R�U�N�V���D�G�R�S�W�L�Q�J���D�Q���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\��(Perrigot 

�	���3�p�Q�D�U�G��������������. 

e-Franchising: Where e-Commerce and Franchising merge. 

How to be involved in, or address the competitive 

issues posed by the online channel to market, is 

probably the biggest strategic challenge facing 

Australian franchise networks (Giles, 2012).  

Stephen Giles, former Franchise Council of Australia chair, 2012. 

 

Both e-commerce 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). 

However, although the convergence of franchising and e-commerce should potentially lead 

to additional sales, revenue and business success, these two business strategies can also be 

viewed as being inherently contradictory. Franchising emerged as an effective method of 

distribution in the 1950s that relied on achieving growth through decentralising the 

�I�U�D�Q�F�K�L�V�R�U�¶�V���E�X�V�L�Q�H�V�V���D�Q�G���D�W�W�U�D�F�W�L�Q�J���Q�H�Z���F�D�S�L�W�D�O���E�\���J�U�D�Q�W�L�Q�J���H�[�F�O�X�V�L�Y�H���U�L�J�K�W�V���W�R���I�U�D�Q�F�K�L�V�H�H�V��

within given territories. Conversely, e-commerce gained its success due to 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, while the idea of protected 

territories represents one of the key benefits for new franchisees joining a franchise system 

(Dixon & Quinn, 2004), �W�K�L�V�� �F�R�Q�F�H�S�W�� �L�V�� �I�R�U�H�L�J�Q�� �W�R�� �H���F�R�P�P�H�U�F�H���� �'�X�H�� �W�R�� �W�K�H�V�H�� �X�Q�L�T�X�H��
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�F�K�D�O�O�H�Q�J�H�V���� �I�U�D�Q�F�K�L�V�H�� �E�X�V�L�Q�H�V�V�H�V�� �Z�H�U�H�� �X�Q�D�E�O�H�� �W�R�� �H�P�E�U�D�F�H�� �H��commerce during the mid-

1990s, when other, non-franchised businesses engaged in opportunities presented by 

�H��commerce (Knack & Bloodhart, 2001; Plave & Miller, 2001). 

With the emergence of e-commerce, franchisors were faced with a phenomenon 

that represented potential for growth but also created high levels of uncertainty (Terry, 

2002). Knack and Bloodhart (2001) reported that, during the mid-1990s, some franchisors 

were unable to determine the appropriate role for e-commerce in their systems, while other 

franchisors followed the advice of Internet consultants, to their detriment. The latter group 

of franchisors subsequently realised that consultants rarely understood the �³relational nature 

of franchising and the unique interdependencies thereby created�  ́ (Terry, 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 e-commerce; namely, those of the Dymocks Bookstores in Australia and the 

Drug Emporium Inc. in the USA. In both cases, the e-commerce was poorly integrated into 

the franchise system, which led to conflict and litigation with their franchisees. In the court 

proceedings of Dymocks Holdings Pty Ltd v Top Ryde Booksellers Pty Ltd [2000] NSWSC 

390, �&�-���+�R�G�J�V�R�Q�¶�V���Y�L�H�Z���U�H�I�O�H�F�W�V���W�K�D�W���W�K�H���L�Q�W�U�R�G�X�F�W�L�R�Q���R�I���H-commerce technology continues 

�W�R���S�U�H�V�H�Q�W���F�K�D�O�O�H�Q�J�H�V���I�R�U���I�U�D�Q�F�K�L�V�H���V�\�V�W�H�P�V�����³�L�Q���P�\���R�S�L�Q�L�R�Q�����>�W�K�H���I�U�D�Q�F�K�L�V�H�H�V�@���K�D�Y�H���V�X�I�I�H�U�H�G��

and will suffer loss thr�R�X�J�K�� �«�� �W�K�H�� �V�X�E�V�W�D�Q�W�L�D�O�� �F�K�D�Q�F�H�� �W�K�D�W���W�K�H�L�U���E�X�V�L�Q�H�V�V�� �Z�L�O�O�� �E�H�� �G�D�P�D�J�H�G��

�W�K�U�R�X�J�K���X�Q�U�H�V�W�U�D�L�Q�H�G���F�R�P�S�H�W�L�W�L�R�Q���I�U�R�P���W�K�H���>�I�U�D�Q�F�K�L�V�R�U�¶�V�@���Z�H�E�V�L�W�H�´��(2000, p. 68). 

Evidently, coordinating e-commerce activities and maintaining a consistent brand 

image appears more complex for franchising networks than for other types of businesses 

(Michael, 2002). Franchisors are expected to develop an e-commerce strategy that 

integrates smoothly their distribution, brand policies and marketing strategies, while 

maintaining good relationships 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 as �'�R�P�L�Q�R�¶�V�� �3�L�]�]�D�� �(�Q�W�H�U�S�U�L�V�H�V��(CourierMail, 2012; 

Franchising, 2012) or Aussie Farmers Direct Ltd. (Fisher, 2012) appeared to have 

integrated their e-commerce strategies effectively, others, such as Drug Emporium (Knack 

& Bloodhart, 2001) and Dymocks (Terry, 2002), have found themselves �³on the wrong side 

of their franchisees, and subsequently the law�  ́ by following an ill-fated e-commerce 

strategy unrelated to existing brick-and-mortar stores (Dixon & Quinn, 2004, p. 311; 

Floriani & Lindsey, 2002; Knack & Bloodhart, 2001). Thus, the inherent complexity of 

implementing a business-to-consumer e-commerce strategy in franchising networks can 

cause substantial conflict between franchisors and their franchisees and occasionally even 

give rise to legal action (Plave & Miller, 2001). Therefore, an innovative approach is 

required to ensure that both franchisors and franchisees benefit from the opportunities 

presented by e-commerce (Terry, 2002). 

Opportunities from e-Commerce for franchising. 

As is the case for most businesses, franchise organisations typically make use of 

Internet technologies and e-commerce in various ways to the benefit of their system as a 

whole (Dixon & Quinn, 2004). E-commerce may be integrated into operations and 

marketing to optimise intranet use, e-procurement, revenue sharing within the system, and 

interaction with customers (Rao & Frazer, 2006; Scott, 2001; Terry, 2002). Indeed, extant 

research supports that there may be an ordering function that is more efficiently handled 

through the Internet, such 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 

franchisee (Kaufmann, Cliquet, & Achabal, 2010); thus all parties (including the customer) 

benefit from the efficiencies provided by the online technology. 

On the contrary, from the B2C (business-to-consumer) e-commerce standpoint, this 

business strategy is controversial for franchising. Indeed, some research suggests that 

�H��commerce 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, 2002; Plave & Miller, 2001). Other researchers have argued that 
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�H��commerce, rather than contributing to the obsolescence of physical retail in some sectors, 

will lead to the convergence of online and traditional retailing methods, where bricks-and-

mortar retailers will embrace the Internet and virtual businesses will establish a physical 

presence (Dixon & Quinn, 2004).  

�7�U�D�G�L�W�L�R�Q�D�O�� �U�H�W�D�L�O�H�U�V�� �P�D�\�� �K�D�Y�H�� �V�X�E�V�W�D�Q�W�L�D�O�� �D�G�Y�D�Q�W�D�J�H�V�� �R�Y�H�U�� �W�K�H�L�U�� �S�X�U�H�O�\�� �µ�R�Q�O�L�Q�H�¶��

counterparts (Watson et al., 2002). Firstly, recognisable brand names as well as an 

established customer base are believed to be the most important advantages of �µ�E�U�L�F�N�V���D�Q�G��

�P�R�U�W�D�U�¶ retailers. The research suggests that because traditional retailers have physical 

outlets, their Internet stores enjoy exposure that s�W�U�L�F�W���µ�H-�W�D�L�O�H�U�V�¶���G�R���Q�R�W���H�[�S�H�U�L�H�Q�F�H�����:�D�W�V�R�Q��

et al., 2002). Secondly, from the dual marketing point of view, the Internet offers 

opportunities to franchises as both a medium to promote the brand, products or services to 

customers as well as to recruit franchisees (Abell & Scott, 2000; Cedrola & Memmo, 

2009). 

�7�K�L�U�G�O�\���� �W�K�R�V�H�� �I�U�D�Q�F�K�L�V�R�U�V�� �Z�K�R�� �K�D�Y�H�� �D�O�U�H�D�G�\�� �G�H�Y�H�O�R�S�H�G�� �D�� �V�X�F�F�H�V�V�I�X�O�� �µ�E�U�L�F�N�V�� �D�Q�G��

�F�O�L�F�N�V�¶���V�W�U�D�W�H�J�\���Q�R�W���R�Q�O�\���J�D�L�Q�H�G���D���F�R�P�S�H�W�L�W�L�Y�H���D�G�Y�D�Q�W�D�J�H; some (such as Molly Maid in the 

U.S.A.) have even sold their online system design to other franchisors (Dixon & Quinn, 

2004, p. 316; Scott, 2001). Finally, e-commerce may benefit franchised retailers in the 

longer term if they can obtain the benefits of an integrated multi-channel approach as the 

Internet gives companies the ability to establish enduring relationships with their customers 

(Watson et al., 2002). Nevertheless, (although potentially) the Internet provides a source of 

great opportunity for franchising, the review of the international situation demonstrated a 

general approach to Internet use 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 by e-commerce, there are a few important considerations that 

franchisors need to take into account. The significant initial investment that an e-commerce 

strategy requires cannot be underestimated, otherwise it may lead to failing to deliver on 

promises to franchisees (Knack & Bloodhart, 2001). Furthermore, fulfilment of customer 

orders is essential to the success of any e-commerce 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���F�R�P�P�H�U�F�H�� �E�X�V�L�Q�H�V�V�H�V�� ���3�O�D�Y�H�� �	�� �$�P�R�O�V�F�K�� 2000). In addition, although Cedrola and 

Memmo (2009) determined that franchisors rarely used the Internet to develop meaningful 

and lasting relationships with customers, there is potential to do that very effectively 

through various Web 2.0 technologies and to offer customers a multi-channel retailing 

experience. Moreover, interaction between franchisors and customers via the Internet 

indirectly strengthens the relationship between franchisor and franchisees (Rao & Frazer, 

2010), not to mention the importance of involving franchisees in the development of the 

�Q�H�W�Z�R�U�N�¶�V�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �D�Q�G�� �S�R�O�L�F�\��(Abell & Scott, 2000; Hellriegel & Vincent, 

2000). Lastly, key considerations such as the type of product or service that the franchise 

system provides, the type of industry, and the degree of impact need to become the driving 

forces behind the appropriate solution (Terry, 2002). 

Threats from e-Commerce to franchising. 

Although e-commerce can serve to improve operations and the profitability of the 

franchise businesses, 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 the dot-coms 

were booming as well as now when e-commerce has matured and become more 

sustainable. Many perceived (or still perceive) the Internet as a threat, but at the same time 

fear they will 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 years prior, their CEO 

was rejecting the idea of online retail for the chain (Stafford, 2011, 2012). While other 

applications of e-commerce, such as B2B for e-procurement and improved communication 

within the systems can undoubtedly provide benefits, B2C e-commerce was claimed to 

present the biggest threat to franchising (Terry, 2002).  

Watson et al. (2002) argued that the business-to-consumer application of 

�H��commerce could potentially reduce the need for franchising as a method of achieving 



 

 

22 

 

business growth and market penetration. This argument maintains that if the majority of 

�J�R�R�G�V���D�U�H���W�R���E�H���E�R�X�J�K�W���R�Q�O�L�Q�H���W�K�H�Q���W�K�H���Q�H�H�G���I�R�U���µ�E�U�L�F�N�V���D�Q�G���P�R�U�W�D�U�¶���V�W�R�U�H�V���Z�L�O�O���E�H���O�H�V�V���D�Q�G��

thus the costs of market entry will decrease accordingly. In addition, from the standpoint of 

the resource scarcity theory, it could be argued that the need for franchising will reduce as 

the requirement for a large capital input increases (Watson et al., 2002). Dixon and Quinn 

(2004) also suggested that depending on the nature of the core product or service, 

�H��commerce could 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 e-commerce and franchising that:  

It is likely that franchising as a business 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 advantage (as cited in Terry, 2002, p. 239).  

Nevertheless, franchise organisations are increasingly embracing the Internet and 

�H��commerce (Rao & Frazer, 2010; Watson et al., 2002). This research aims to investigate 

strategies to help franchise networks stay relevant to the customer and up-to-date with the 

Internet commerce technology. 

Encroachment. 

Just mention the word �µencroachment�¶ and 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 franchisor 

that invades the actual or perceived rights of an existing franchisee and is argued to be the 

greatest challenge to the penetration of e-commerce into the franchising sector (Terry, 

�������������� �(�Q�F�U�R�D�F�K�P�H�Q�W�� �P�D�\�� �F�U�H�D�W�H�� �D�� �F�R�Q�À�L�F�W���� �I�R�U�� �H�[�D�P�S�O�H���� �Z�K�H�Q�� �I�U�D�Q�F�K�L�V�R�U�V��expand in 

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 

�F�R�Q�I�O�L�F�W�L�Q�J�� �Y�L�H�Z�V�� �R�I�� �I�U�D�Q�F�K�L�V�R�U�V�� �D�Q�G�� �I�U�D�Q�F�K�L�V�H�H�V���� �I�U�R�P�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�H�¶�V�� �S�H�U�V�S�H�Ftive, it is 
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�U�H�J�D�U�G�H�G�� �D�V�� �µ�F�D�Q�Q�L�E�D�O�L�V�D�W�L�R�Q�¶���� �Z�K�L�F�K�� �U�H�S�U�H�V�H�Q�W�V�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�� �H�[�S�D�Q�G�L�Q�J�� �W�K�H�� �Q�H�W�Z�R�U�N�� �D�Q�G��

improving its bottom line at the expense of its long standing franchise partners who have 

�Z�R�U�N�H�G�� �K�D�U�G�� �W�R�� �H�V�W�D�E�O�L�V�K�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �E�X�V�L�Q�H�V�V�� �D�Q�G�� �E�U�D�Q�G���� �Z�K�L�O�H�� �I�U�R�P�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V��

�S�H�U�V�S�H�F�W�L�Y�H�����H�Q�F�U�R�D�F�K�P�H�Q�W���L�V���V�L�P�S�O�\���U�H�I�H�U�U�H�G���W�R���D�V���µ�Q�H�W�Z�R�U�N���H�[�S�D�Q�V�L�R�Q���F�R�Q�I�O�L�F�W�¶���D�Q�G���Y�L�H�Z�H�G��

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

The problem of encroachment has been especially prevalent in mature franchise 

systems, where franchisors have developed most of the domestic markets, thereby 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 the fast-food industry where much 

�R�I���W�K�H���H�Q�F�U�R�D�F�K�P�H�Q�W���O�L�W�L�J�D�W�L�R�Q���K�D�V���R�F�F�X�U�U�H�G�����)�R�[���	���6�X�������������������(�Y�H�Q���L�I���D���O�D�Z�V�X�L�W���L�V���Q�R�W���¿�O�H�G����

�Y�D�O�X�D�E�O�H�� �U�H�V�R�X�U�F�H�V�� �R�I�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�� �D�Q�G�� �I�U�D�Q�F�K�L�V�H�H�V�� �D�U�H�� �X�W�L�O�L�V�H�G�� �L�Q�� �U�H�V�R�O�Y�L�Q�J�� �F�R�Q�À�L�F�W�V��

arising from new unit introductions. Terry (2002) describes encroachment 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 when a franchisor approves a new competing unit of the same system, 

whether company-owned or franchised, within an existing franchisee�¶�V�� �S�H�U�F�H�L�Y�H�G�� �R�U��

exclusive market, resulting in a reduction of sales for that franchisee (Purvin, 1994). 

Product or service encroachment, 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 local franchisee, such as from a supermarket, through mail-order or the 

Internet (Hellriegel & Vincent, 2000; Purvin, 1994; Terry, 2002). Trademark encroachment 

�W�D�N�H�V���S�O�D�F�H�� �Z�K�H�Q���D�� �I�U�D�Q�F�K�L�V�R�U���X�V�H�V���D���O�L�F�H�Q�V�H�G���W�U�D�G�H�P�D�U�N���L�Q�� �¿�H�O�G�V���R�W�K�H�U���W�K�D�Q���W�K�R�V�H���W�K�D�W���D�U�H��

the subject of the franchise (Vincent, 1998). For the purpose of this research it is important 

to emphasise that the infringement of territorial rights through online product or service 

encroachment is one of the core difficulties for franchised businesses willing to embark on 

business-to-consumer e-commerce (Terry, 2002), also referred in the literature as 

�µ�H���H�Q�F�U�R�D�F�K�P�H�Q�W�¶��(Voropanova & Cliquet, 2016). 
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E-commerce poses a significant challenge for franchise businesses as the 

development of the Internet and mobile technologies and its use in business may lead to 

product and service encroachment in franchising (Kaufmann et al., 2010; Terry, 2002). In 

the court proceedings an opinion of Hodgson CJ in Dymocks Holdings Pty Ltd v Top Ryde 

Booksellers Pty Ltd [2000] NSWSC 390 at [68] ���O�D�W�H�U�� �U�H�I�H�U�U�H�G�� �W�R�� �D�V�� �µ�'�\�P�R�F�N�V�¶�� �F�D�V�H�¶����

reflects a view that the introduction of e-commerce technology represents and will 

represent a challenge for franchise systems: �³in my opinion, [the franchisees] have suffered 

�D�Q�G�� �Z�L�O�O�� �V�X�I�I�H�U���O�R�V�V�� �W�K�U�R�X�J�K�� �«�� �W�K�H�� �V�X�E�V�W�D�Q�W�L�D�O�� �F�K�D�Q�F�H�� �W�K�D�W���W�K�H�L�U���E�X�V�L�Q�H�V�V�� �Z�L�O�O�� �E�H�� �G�D�P�D�J�H�G��

�W�K�U�R�X�J�K�� �X�Q�U�H�V�W�U�D�L�Q�H�G�� �F�R�P�S�H�W�L�W�L�R�Q�� �I�U�R�P�� �W�K�H�� �>�I�U�D�Q�F�K�L�V�R�U�¶�V�@�� �Z�H�E�V�L�W�H�  ́ (p. 68). Although Rao 

and Frazer (2010) in their in-depth study of eight franchisors did not find encroachment to 

be a problem as with this sample of respondents, they explicitly alerted franchisors to 

ensure that safeguards were in place to protect franchisees and to avoid possible litigation, 

�D�V���Z�D�V���W�K�H���F�D�V�H���I�R�U���W�K�H���'�\�P�R�F�N�¶�V���E�R�R�N�V�H�O�O�L�Q�J���F�K�D�L�Q�����7�H�U�U�\����������������and the Drug Emporium, 

another landmark case on Internet encroachment (Knack & Bloodhart, 2001), where ill-

considered e-commerce strategies were selected that were not properly integrated with 

�µbricks-and-mortar�¶ locations. 

�$�G�P�L�W�W�H�G�O�\���� �I�U�D�Q�F�K�L�V�R�U�V�� �V�K�R�X�O�G�� �L�Q�Y�R�O�Y�H�� �I�U�D�Q�F�K�L�V�H�H�V�� �L�Q�� �G�H�Y�H�O�R�S�L�Q�J�� �W�K�H�L�U�� �V�\�V�W�H�P�¶�V��

e��commerce strategy. Hellriegel and Vincent (2000) suggested that the views of both 

franchisor and franchisees 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 represents such a sensitive issue and 

�H��commerce embodies such an important strategic decision, the unilateral action by the 

franchisor could potentially limit cooperation and have a negative overall effect on the 

franchisor-franchisee relationship (Hellriegel & Vincent, 2000). For systems integrating 

�H��commerce into an existing franchise network that was not initially designed to 

incorporate the impact of online sales on franchisee territories, the only opportunity for the 

franchisor to develop a successful e-commerce 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 competition laws 
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(Abell & Scott, 2000). This research aims to evaluate this proposition and the effects of 

Internet sales policies that have actively involved franchisees. 

The issue of encroachment in franchising has 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 contentious issues in litigation (Terry, 2002). In particular, 

when no exclusivity is granted to the franchisee, several common law principles will apply 

against the franchisor, including good faith, unconscionable conduct and misleading and 

deceptive conduct (Terry, 2002). Furthermore, e-commerce often poses a significant 

challenge for franchise businesses as often the contracts do not regulate Internet use by 

franchisors and franchisees (Floriani & Lindsey, 2002). This research involves the legal 

analysis of both statutory law (the Franchising Code of Conduct and the Australian 

Consumer Law (ACL) as set out in Schedule 2 of the Competition and Consumer Act 2010 

and other relevant regulations), as well as common law in order to better address the effects 

of e-commerce on franchising. 

Business models for franchisor B2C e-Commerce. 

Structuring an effective model for business-to-consumer e-commerce is by no 

means a trivial matter for franchise networks due to all the issues mentioned above. 

Therefore, the types of Internet use and e-commerce strategies vary significantly in 

complexity, costs to implement and run, and potential benefits that may be gained from its 

use. Floriani and Lindsey (2002) categorise the various e-commerce strategies that 

franchise systems may use into three broad categories: (1) brochure-type websites used to 

�D�G�Y�H�U�W�L�V�H�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�¶�V�� �S�U�R�G�X�F�W�V�� �D�Q�G�� �V�H�U�Y�L�F�H�V���� �������� �L�Q�W�U�D�Q�H�W�V�� �X�V�H�G�� �I�R�U�� �H�Q�D�E�O�L�Qg 

communication within the system; and (3) extranets in order to facilitate B2B and B2C 

electronic commerce activities. As this research focuses on business-to-consumer 

applications of e-commerce and Internet use, this area will be discussed in more detail. 

There are many ways in which models for conducting B2C e-commerce 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 such as, the franchisor 

being solely responsible for the execution of an e-commerce strategy and subsequently no 
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profits being shared with franchisees, or, conversely, franchisees conducting e-commerce 

without any involvement from the franchisor resulting in revenues being retained by the 

franchisees. These findings reflect one of the most cited classifications of the models 

currently existing that was identified by Plave and Amolsch (2000): (1) the franchisor 

conducts and solely controls all B2C e-commerce activities and retains all revenues 

generated; (2) the franchisor conducts and controls all B2C e-commerce activities but 

shares revenues with franchisees, for example as a reverse royalty; (3) the franchisor 

conducts B2C e-commerce with the franchisee participation, for example for order 

fulfilment and, thus, shares profits in return; and (4) the franchisees are solely responsible 

for conducting e-commerce and paying royalty on the revenues generated thereby. In a 

subsequent article, Plave and Miller (2001) revised this into three broader categories: (1) 

the franchisor conducts e-commerce on its own, controlling and retaining the profits; (2) the 

franchisor controls and conducts e-commerce with the participation of the franchisees; and 

(3) the franchisees conduct electronic commerce on their own, controlling and retaining the 

profits. 

 

 

(1) the franchisor conducts            
e-commerce on its own, 

controlling and retaining the 
profits;  

(2) the franchisor controls and 
conducts e-commerce with the 
participation of the franchisees, 
thus profits are shared between 

the franchisor and the franchisees; 

(3) the franchisees conduct 
electronic commerce on their own, 

controlling and retaining the 
profits; 

Models for e-commerce in 
franchising 
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Figure 2.1: �0�R�G�H�O�V���I�R�U���F�R�Q�G�X�F�W�L�Q�J���%���&���H��Commerce in franchising. 

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

A model whereby e-commerce is controlled by a franchisor and conducted with the 

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 receiving a 

share of revenues, either by the franchisor crediting sales to a franchisee�¶�V store in the 

�F�X�V�W�R�P�H�U�¶�V���D�U�H�D�����D���U�H�Y�H�U�V�H���U�R�\�D�O�W�\���R�U���D���U�R�\�D�O�W�\���S�R�R�O�����'�L�[�R�Q���	���4�X�L�Q�Q�����������������5�D�R���	���)�U�D�]�H�U����

2010). In this case, franchisees and franchisors can mutually benefit from each other: 

�I�U�D�Q�F�K�L�V�H�H�V�� �J�D�L�Q�� �D�G�Y�D�Q�W�D�J�H�� �I�U�R�P�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �F�D�S�D�F�L�W�L�H�V�� �I�R�U�� �%���&�� �H-commerce, without 

incurring the related costs, and franchisors can benefit from the network of their franchisees 

that are able to execute orders, handle customers�¶ complaints 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 conducts and solely controls all B2C 

�H��commerce activities and retains all revenues generated may be chosen when a franchisor 

uses a different trademark, avoids franchised territories, sells a different product (for 

example, ready-to-eat vs. ready-to-cook products) or uses an alternative method of 

distribution (Dixon & Quinn, 2004; Plave & 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 conducting and controlling e-commerce, 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 franchisees may disadvantage those in a less favourable financial situation (Plave & 

Miller, 2001). Thus, a model for conducting B2C e-commerce must receive careful 
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consideration by franchise networks through the synthesis of practical and legal 

perspectives, which this research aims to analyse. 

Franchisor e-Commerce: empirical research. 

This section reviews the key pieces of research that examine e-commerce practices 

of franchise companies in Australia and internationally. Several studies have addressed the 

issue of electronic commerce in franchising during the last decade; most of them research 

the use of the Internet by 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 e-commerce (Abell & Scott, 2000; Plave & Miller, 2001; Terry, 2002; 

Watson et al., 2002). 

The role of websites in franchise systems was discussed by several authors (Abell & 

Scott, 2000; Cedrola & Memmo, 2009; Dixon & Quinn, 2004; Rao & Frazer, 2006, 2010; 

Watson et al., 2002). In one of the first studies, a survey of 40 franchisor websites found 

that web-platforms were commonly used as a marketing tool for both franchisee 

recruitment and promotion of products or services to consumers (Abell & 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, indicating that most franchisors used 

their websites as a 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 their websites 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 it came to launching an e-commerce facility (Rao & 

Frazer, 2010).  

In terms of e-commerce engagement, Rao and Frazer (2006) found in their study of 

202 Australian franchisors, �W�K�D�W�� �R�Q�O�\�� ���������� �S�H�U�F�H�Q�W�� �R�I�� �I�U�D�Q�F�K�L�V�R�U�V�¶�� �Z�H�E�V�L�W�H�V�� �D�O�O�R�Z�H�G��

consumers to transact online. These results compare with an earlier study where 17 percent 

of the �I�U�D�Q�F�K�L�V�R�U�V�¶�� �Z�H�E�V�L�W�H�V�� �R�I�� �������� �E�X�V�L�Q�H�V�V�� �I�R�U�P�D�W�� �I�U�D�Q�F�K�L�V�H�V�� �L�Q�� �W�K�H�� �8�.�� �Z�H�U�H�� �I�R�X�Q�G�� �W�R��
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offer an e-commerce facility (Dixon & Quinn, 2004). The researchers also reported that 10 

percent of websites enabled the customers to place an order but not pay online, while a total 

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

2004). Cedrola and Memmo (2009) found that 21 percent1 of a multisector and 

multinational sample of 305 franchisors had a centralised e-commerce facility �³to maintain 

quality and rationalise costs and logistics�  ́(p. 13). Furthermore, �3�H�U�U�L�J�R�W���D�Q�G���3�p�Q�D�U�G�������������� 

conducted an empirical study based on 486 U.S. franchise networks in the retail and service 

sectors and found that only 20 percent of the sampled franchisors had adopted an 

�H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� ���E�D�V�H�G�� �R�Q�� �G�D�W�D�� �F�R�O�O�H�F�W�H�G�� �L�Q�� ��������). This study also found a negative 

�U�H�O�D�W�L�R�Q�V�K�L�S�� �E�H�W�Z�H�H�Q�� �Q�H�W�Z�R�U�N�� �D�J�H�� �D�Q�G�� �H���F�R�P�P�H�U�F�H�� �D�G�R�S�W�L�R�Q���� �D�Q�G�� �D�� �S�R�V�L�W�L�Y�H�� �F�R�U�U�H�O�D�W�L�R�Q��

between network size, the percentage of company-�R�Z�Q�H�G���V�W�R�U�H�V���D�Q�G���H���F�R�P�P�H�U�F�H���D�G�R�S�W�L�R�Q����

the latter finding is consistent with an earlier study based on the U.S. market (Kaufmann et 

al., 2010) as well as two recent studies conducted in the French market ���3�p�Q�D�U�G���	 Perrigot, 

2015; Voropanova & Cliquet, 2016). Finally, a recent study conducted in France found 

more than half of their sample of franchisors to have transactional websites, which indicates 

a great degree of e-commerce adoption in the French franchising sector (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, 2006), a 

multinational study indicates that the trend for franchisor e-commerce 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, 2009); hence 

the importance of this study. 

Specific to the industry analysis within the franchising sector, an international study 

(Cedrola & Memmo, 2009) found that the centralised e-commerce facility has been adopted 

by specialist food retailers (29%), hotels/restaurants, personal care sector (27%), services 

(29.7%), and household 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 in e-commerce. Two-thirds of delivery franchises and just 
                                                 

1 In the other 10.2 percent �}�(�������•���•�U���Z�}�Á���À���Œ�U���(�Œ���v���Z�]�•�}�Œ�•�����]�Œ�����š���������µ�•�š�}�u���Œ�•���š�}���š�Z�����(�Œ���v���Z�]�•�����•�[���•�]�š���•���(�}�Œ��
online purchases. The majority of franchisors sampled (67.9%) provided information only on the physical 
network as the only channel for purchases (Cedrola & Memmo, 2009). 
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under half of distribution service companies allowed their customers to order online, but 

none accepted payments online. Conversely, almost half of the health and beauty franchise 

websites surveyed accepted both online orders and payments. With regard to walk-in retail 

in the United Kingdom, franchisors also appeared to be embracing electronic commerce, 

with over 42 percent taking orders via their website and over one-third accepting both 

orders and payment over the Internet (Dixon & Quinn, 2004). In addition, retail franchises 

and hotel and restaurant franchises were found to be more likely to adopt a transactional 

website ���3�H�U�U�L�J�R�W�� �	�� �3�p�Q�D�U�G���� ����������. Due to the divergence of industries engaging in 

�H��commerce, this study aims to research a wide variety of industries within the franchising 

sector.  

In conclusion, some discrepancies between the findings are noted. Rao and Frazer 

(2006) found that in Australia, in terms of online sales, franchisors appeared to be more 

cautious than their non-franchised counterparts, with only 11 percent engaging in 

e��commerce compared with 16 percent of businesses engaging in online sales. Conversely, 

the findings in the UK study indicated that franchisors were more advanced in e-commerce, 

with 17 percent engaging in electronic commerce compared with 11 percent of businesses 

�L�Q�� �W�K�H�� �8�.�� �V�H�O�O�L�Q�J�� �Y�L�D�� �W�K�H�� �,�Q�W�H�U�Q�H�W�� ���'�L�[�R�Q�� �	�� �4�X�L�Q�Q���� �������������� �7�K�H�� �U�H�D�V�R�Q�� �I�R�U�� �$�X�V�W�U�D�O�L�D�¶�V��

franchising sector being in its �µ�L�Q�I�D�Q�F�\�¶�� ���5�D�R�� �	�� �)�U�D�]�H�U���� ������������ �S���� ������ ���� �L�Q�� �W�H�U�P�V�� �R�I��Internet 

use could be attributable to territorial and encroachment issues (Terry, 2002). To conclude, 

although there is some controversy in the findings as to the advancement of e-commerce in 

the franchising sector, scholars agree that this area needs to be researched further by 

gaining primary data from the franchisors themselves with regard to their e-commerce 

strategies; which this study sets out to achieve. 

Organisational communication and change management 

Change is a constant element affecting all organisations (Todnem By, 2005), 

including franchise networks. �,�Q�H�Y�L�W�D�E�O�\���� �W�K�H�� �L�Q�W�U�R�G�X�F�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�W�R�� �I�U�D�Q�F�K�L�V�H��

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 in 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 and employees, which to some extent can translate to the setting of 

franchisor-franchisee relationship. Two dominant models for change management will be 

�F�R�Q�V�L�G�H�U�H�G���L�Q���W�K�L�V���V�H�F�W�L�R�Q�����/�H�Z�L�Q�¶�V���)�R�U�F�H���)�L�H�O�G���$�Q�D�O�\�V�L�V��(Lewin, 1999) �D�Q�G���.�R�W�W�H�U�¶�V���(�L�J�K�W��

Step Change Model (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 

���µ�H�T�X�L�O�L�E�U�L�X�P�¶���� �R�I two opposing forces: 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 

�V�W�D�N�H�K�R�O�G�H�U�V�� �D�Q�G�� �µ�W�D�U�J�H�W�� �J�U�R�X�S�V�¶���� �L�G�H�Q�W�L�I�\�� �R�S�S�R�Q�H�Q�W�V�� �D�Q�G�� �D�O�O�L�H�V���� �L�G�H�Q�W�L�I�\�� �Z�D�\�V�� �W�R�� �L�Q�I�O�X�H�Q�F�H 

each target group (Lewin, 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 could be taken by 

change agents to minimise resistance and help organisations and individuals transition 

through these stages. For example, Coch and French (1948) explored the impact of 

employee participation on productivity and satisfaction during organisational change. They 

found that a greater degree of participation led to higher employee satisfaction enabling 

them to adapt more quickly to new production goals (Coch & French, 1948; Holt, 

Armenakis, Feild, & Harris, 2007). This proposition is further explored in this research. 

�6�L�P�L�O�D�U�O�\�����.�R�W�W�H�U�¶�V�����������������P�R�G�H�O���V�X�J�J�H�V�W�V���W�K�D�W���H�L�J�K�W���V�W�H�S�V���V�K�R�X�O�G���E�H���W�D�N�H�Q���W�R���H�Q�V�X�U�H��

successful change. The steps are as follows: (1) the creating of urgency for change should 

be increased through inspiring people to move; secondly, (2) the team 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 opportunities 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 encouraged as well 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 

communication leads to a positive response to organisational change among the employees. 

Indeed, the adequacy of change-related communication was found to be the main predictor 

for readiness for change ���0�F�.�D�\���� �.�X�Q�W�]���� �	�� �1�l�V�Z�D�O�O���� ����������. Therefore, organisations 

should focus 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 change (Nelissen & van Selm, 2008)���� �,�Q�� �R�U�G�H�U�� �W�R�� �V�D�W�L�V�I�\�� �H�P�S�O�R�\�H�H�V�¶�� �Q�H�H�G�V��

for communication, dialogue might be a necessary element in designing, implementing, and 

evaluating communication on organisational change (Nelissen & van Selm, 2008), thus 

enabling different groups within organisations to create a mutual understanding, a common 

thinking process and trusting relationships (Elving, 2005; Schein, 1993; van Vuuren & 

Elving, 2008). 

Readiness for change is another construct discussed in the literature that influences 

effective change management (Smith, 2005). For instance, Holt et al. (2007, p. 232) 

�F�R�Q�F�O�X�G�H���W�K�D�W���U�H�D�G�L�Q�H�V�V���I�R�U���F�K�D�Q�J�H���L�V���L�Q�I�O�X�H�Q�F�H�G���E�\���E�H�O�L�H�I�V���D�P�R�Q�J���H�P�S�O�R�\�H�H�V���³�W�K�D�W�����D�����W�K�H�\��

are capable of implementing a proposed change (change-specific efficacy), (b) the proposed 

change is appropriate for the organisation (appropriateness), (c) the leaders are committed 

to the proposed change (management support), and (d) the proposed change is beneficial to 

�R�U�J�D�Q�L�V�D�W�L�R�Q�D�O�� �P�H�P�E�H�U�V�� ���S�H�U�V�R�Q�D�O�� �Y�D�O�H�Q�F�H���´���� �7�K�X�V����Smith (2005) proposes three key steps 

to achieving the readiness for change: (1) 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, researchers point to resistance to change as one of the main reasons for 

the failure of change initiatives. �3�D�U�G�R�� �G�H�O�� �9�D�O�� �D�Q�G�� �0�D�U�W�t�Q�H�]�� �)�X�H�Q�W�H�V�� ������������ argue that 

resistance introduces delays into the change process; meanwhile it can also be a source of 

information useful in learning how to develop a more successful change process. Among 

various reasons for resistance to change, in an empirical study �3�D�U�G�R���G�H�O���9�D�O���D�Q�G���0�D�U�W�t�Q�H�]��

Fuentes (2003) identified five barriers as being significant: (1) existence of deep-rooted 

values, (2) divergence of interests among employees and management, (3) communication 

barriers, (4) organisational silence, (5) capabilities gap. In order to reduce resistance from 

deep-rooted values, scholars suggest that managers should consider the fit between 

organisational culture and change objectives as well as appropriate measures to improve 

such fit before the change process begins ���3�D�U�G�R�� �G�H�O�� �9�D�O�� �	�� �0�D�U�W�t�Q�H�]�� �)�X�H�Q�W�H�V���� ����������. 

Furthermore, they speculate that this cultural consideration would also help align the 

interests of employees and management and help avoid organisational silence (Pardo del 

�9�D�O�� �	�� �0�D�U�W�t�Q�H�]�� �)�X�H�Q�W�H�V���� ����������. In addition, �3�D�U�G�R�� �G�H�O�� �9�D�O�� �D�Q�G�� �0�D�U�W�t�Q�H�]�� �)�X�H�Q�W�H�V�� ������������ 

propose that training would be a useful tool to surpass communication difficulties 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 Ridder (2004) also 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 create trust, the management is required to explicitly communicate about the goals 

of change and to be open about potential issues (de Ridder, 2004)���� �$�F�F�R�U�G�L�Q�J�� �W�R�� �(�O�Y�L�Q�J�¶�V��

model (2005) used in this research, communication during a change process can be 

conducted with 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 change (Elving, 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 franchisor-relationships. In this framework, clear, consistent and 

effective communication is the cornerstone for success. 

Cynefin framework 

In this research, the Cynefin framework is explored that was originally developed 

by Snowden (2002) and is based on complexity science. E��commerce, 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 new viewpoints, 

assimilate complex concepts, and gives opportunities to address real-world problems with 

appropriate tools and processes (Snowden & Boone, 2007). Cynefin (pronounced kunev-in) 

is a Welsh word that denotes the numerous factors in our environment and experience that 

influence people in ways they cannot understand (Hasan & 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 these�² simple, complicated, complex, and chaotic�²

require leaders to diagnose situations and to act in ways that are appropriate for the context. 

The fifth�² disorder�² applies when it is unclear which of the other four contexts prevails. 

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

context so that they can make appropriate decisions (Snowden & Boone, 2007). 
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Figure 2.2 The Cynefin framework by (Snowden & Boone, 2007) 

Each domain of the Cynefin framework calls for a different approach to problem-

solving depending on its nature (Hasan & Kazlauskas, 2014). Simple and complicated 

contexts assume an ordered universe, where cause-and-effect relationships 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 determined based on emerging 

patterns. The ordered world is the domain of fact-based management, while the unordered 

world represents pattern-based management (Snowden & Boone, 2007). The fifth 

context�²  disorder�² requires the leaders to break down the situation into constituent parts 

and assign each part to one of the other four categories, which allows then to can make 

appropriate decisions (Snowden, 2002). In the present research, the Cynefin framework is 

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

decision-making process and management style. 

Gaps in the L iterature and Proposed Theoretical Contributions 

E-commerce in franchising has not received a lot of academic attention. Although a 

few exploratory articles have been published 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, there is relatively limited literature discussing how franchise 

businesses use the Internet, in general, and e-commerce, in particular. Most publications 

take the form of short industry articles rather than academic research (Cedrola & Memmo, 

2009). The comparative immaturity of Internet use within franchising systems may be an 

explanation for this (Rao & Frazer, 2010). However, the proliferation of franchising and 

�H�O�H�F�W�U�R�Q�L�F�� �F�R�P�P�H�U�F�H�� �D�V�� �G�L�V�W�L�Q�F�W�� �E�X�V�L�Q�H�V�V�� �V�W�U�D�W�H�J�L�H�V�� �D�Q�G�� �W�K�H�� �L�Q�K�H�U�H�Q�W�� �G�L�I�¿�F�X�O�W�L�H�V�� �W�K�D�W�� �P�D�\��

arise �L�Q���R�S�H�U�D�W�L�R�Q�V�����P�D�U�N�H�W�L�Q�J���D�Q�G���O�H�J�D�O���R�E�O�L�J�D�W�L�R�Q�V���I�U�R�P���I�U�D�Q�F�K�L�V�L�Q�J���¿�U�P�V���G�H�Y�H�O�R�S�L�Q�J���W�K�H�L�U��

own online marketing and retail channels make it imperative that this gap in the research is 

�¿�O�O�H�G�� ���'�L�[�R�Q�� �	�� �4�X�L�Q�Q���� ���������������,�Q�� �D�G�G�L�W�L�R�Q���� �I�X�U�W�K�H�U�� �U�H�V�H�D�U�F�K�� �R�I�� �W�K�H�� �X�V�H�� �R�I�� �H���F�Rmmerce in 

franchise networks was specifically called for in recent scholarly work, given the growth 

potential of e��commerce in franchising and its associated challenges for franchisors as well 

as franchisees ���3�H�U�U�L�J�R�W���	���3�p�Q�D�U�G��������������. This research aims to contribute 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 franchising, and 

the opportunities and threats that it represents for franchisors and franchisees (Dixon & 

Quinn, 2004; Weltevreden et al., 2005). While implementing Internet commerce in 

franchise systems may potentially improve profitability, reduce costs, enhance 

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-to-consumer implications of electronic commerce as the effects 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 research into the 

effective use of Internet-based technologies in a franchise system as they found that while 

franchisors could envisage the move towards transaction-enabled technology, franchisee 

acceptance and encroachment were the main reasons preventing them from adopting 

�H��commerce (Rao & Frazer, 2010). In addition to this, as �³the boundaries between �µbricks�¶ 

and �µclicks�¶ blurs� ,́ traditional concepts of geographical and other exclusivity may need to 

be reconsidered (Abell & Scott, 2000, p. 2). Thus, the management of franchise 

relationships and encroachment issues needs to be researched in more depth (Kaufmann et 

al., 2010). Finally�����F�X�V�W�R�P�H�U�¶���S�H�U�V�S�H�F�W�L�Y�H���K�D�V���W�R���E�H���F�R�Q�V�L�G�H�U�H�G, despite not being one of the 

focal questions of this research. According to �'�D�Q�W�����*�U�•�Q�K�D�J�H�Q�����D�Q�G���:�L�Q�G�V�S�H�U�J�H�U�����������������S����

254)���� �³�W�K�H�U�H�� �F�R�Q�W�L�Q�X�H�V�� �W�R�� �E�H�� �D�� �Y�L�U�W�X�D�O�� �D�E�Vence of examining the franchising phenomenon 

�I�U�R�P���W�K�H���S�H�U�V�S�H�F�W�L�Y�H���R�I���L�W�V���F�X�V�W�R�P�H�U�V�´�����W�K�X�V���F�D�O�O�L�Q�J���I�R�U���I�X�U�W�K�H�U���U�H�V�H�D�U�F�K���L�Q���W�K�L�V���D�U�H�D�� 

The qualitative approach to the analysis of this problem will also make a 

contribution to knowledge. Cedrola and Memmo (2009) encouraged future studies in this 

�¿�H�O�G�� �W�R�� �L�Q�F�O�X�G�H�� �T�X�D�O�L�W�D�W�L�Y�H�� �G�D�W�D�� �W�K�U�R�X�J�K�� �L�Q�W�H�U�Y�L�H�Z�L�Q�J�� �P�D�Q�D�J�H�U�V�� �R�I�� �G�L�I�I�H�U�H�Q�W�� �I�U�D�Q�F�K�L�V�H��

businesses. Dixon and Quinn (2004) suggest that surveying the franchisors themselves to 

analyse their electronic commerce strategies will further develop this area of research and 

�S�U�R�Y�L�G�H�� �¿�Q�G�L�Q�J�V�� �W�K�D�W�� �Z�L�O�O�� �E�H�Q�H�¿�W�� �D�F�D�G�H�P�L�F�V�� �D�Q�G�� �I�U�D�Q�F�K�L�V�L�Q�J�� �S�U�R�I�H�V�V�L�R�Q�D�O�V�� �D�O�L�N�H����

Furthermore, prior franchising research has provided insights into franchising as a 

phenomenon; however, the franchisee perspective has 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 addition, a paradigmatic shift is suggested, from purely 

descriptive research to prescriptive questions, such as �³�K�R�Z�� �V�K�R�X�O�G�� �«�� �I�U�D�Q�F�K�L�V�L�Q�J�� �E�H��

done?�  ́ (Wright & McAuley, 2012, p. 161). Developing a link between these areas will 

benefit franchisors that are currently challenged with the structuring of their e-commerce 

strategy. It will also benefit the franchising sector as a whole, and franchising relationships 

in addition to informing policy. The current research contributes to academic knowledge 

using methods outlined in chapter three. 
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Research Objective and Questions 

Based on the literature presented in this chapter, this research aims to investigate 

the effects of e-commerce for franchising, examine best practice in the integration of B2C 

e��commerce into franchise networks, and develop a framework of e-commerce for 

franchising where key strategy considerations will guide decision-making. Thus, the 

following research questions will be addressed in this research using an overarching 

qualitative methodology presented in chapter three. 

Principal question: How does business-to-consumer e-commerce affect franchise 

operations and relationships? 

Associated sub-questions: 

  Research Sub-question group I: Franchise Operations (RQ1-RQ3) 

1) How can e-commerce be successfully integrated into franchise operations? 

2) �+�R�Z���L�V���H���F�R�P�P�H�U�F�H���L�P�S�O�H�P�H�Q�W�H�G���L�Q�W�R���I�U�D�Q�F�K�L�V�H���V�\�V�W�H�P�V�" 

3) What role does e-commerce play in marketing practices for a franchise network? 

Research Sub-question group II: Franchise Relationships (RQ4-RQ8) 

4) How does e-commerce affect the relationships between franchisees and 

franchisors? 

5) �+�R�Z���G�R���I�U�D�Q�F�K�L�V�H�H�V���S�H�U�F�H�L�Y�H���H���F�R�P�P�H�U�F�H���L�Q���W�K�H�L�U���V�\�V�W�H�P�" 

6) �:�K�D�W���D�U�H���W�K�H���P�H�W�K�R�G�V���R�I���I�U�D�Q�F�K�L�V�H�H���H�Q�J�D�J�H�P�H�Q�W���L�Q���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���F�U�H�D�W�L�R�Q�" 

7) �:�K�D�W���L�V���W�K�H���U�R�O�H���R�I���I�U�D�Q�F�K�L�V�H�H�V���L�Q���V�K�D�S�L�Q�J���W�K�H���H���F�R�P�P�H�U�F�H���V�W�U�D�W�Hgies? 

8) How does franchisee engagement in strategy creation affect e-commerce 

strategies? 

Research Sub-question group II I: Franchise Performance and Regulation 

(RQ9-RQ10) 

9) How does e-commerce affect financial structure and profit-sharing? 

a. What are the optimal revenue 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 e-commerce model for their business? 

10) How does the existing regulatory framework impacts on the development of 

�H��commerce in franchising? How can the relevant legal issues be reconciled? 

Conclusion 

�,�Q���V�X�P�P�D�U�\�����L�W���L�V���L�P�S�R�U�W�D�Q�W���W�R���L�Q�Y�H�V�W�L�J�D�W�H���H���F�R�P�P�H�U�F�H���S�U�D�F�W�L�F�H�V���L�Q���I�U�D�Q�F�K�L�V�L�Q�J���I�R�U���D��

number of reasons. First, franchising is an important sector of the Australian economy in 

terms of GDP, employment and contribution to the small business sector. Second, 

�H���F�R�P�P�H�U�F�H�� �L�V�� �D�� �X�V�H�I�X�O�� �W�R�R�O�� �I�R�U�� �E�X�V�L�Q�H�V�V�H�V�� �W�R�� �D�W�W�U�D�F�W�� �P�R�U�H�� �F�X�V�W�R�P�H�U�V�� �D�Q�G�� �P�D�U�N�H�W�� �W�K�H�L�U��

�E�U�D�Q�G���� �7�K�L�U�G���� �Z�K�H�Q�� �H���Fommerce and franchising 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 this domain, not only owing 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 

�L�P�S�O�H�P�H�Q�W�L�Q�J���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�L�H�V���L�Q���I�U�D�Q�F�K�L�V�H���V�\�V�W�H�P�V�� 
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CHAPTER 3 - �0�H�W�K�R�G�R�O�R�J�\ 

Introduction  

Chapter 2 presented the review of the literature from which the research questions 

were derived. The current chapter describes the methodology used to address the research 

�T�X�H�V�W�L�R�Q�V�� �D�L�P�H�G�� �D�W�� �F�R�Q�V�W�U�X�F�W�L�Q�J�� �D�� �I�U�D�P�H�Z�R�U�N�� �W�R�� �K�H�O�S�� �J�X�L�G�H�� �I�U�D�Q�F�K�L�V�R�U�V�¶�� �G�H�F�L�V�L�R�Q�V�� �L�Q��

implementing an e-commerce strategy for their system. Qualitative methods are best suited 

�I�R�U���D�Q���D�Q�D�O�\�V�L�V���R�I�� �D���F�R�P�S�O�H�[�� �U�H�V�H�D�U�F�K���S�U�R�E�O�H�P���L�Q���R�U�G�H�U���W�R���D�G�G�U�H�V�V���W�K�H���µ�K�R�Z�¶���T�X�H�V�W�L�R�Q�V���I�R�U��

which the answers cannot be easily quantified (Yin, 2009). Moreover, researchers in the 

franchising field (Cedrola & Memmo, 2009; Dixon & Quinn, 2004) have specifically called 

for qualitative research to further deepen  knowledge on the chosen subject matter. 

The structure of this chapter is as follows. Firstly, the philosophical, 

epistemological, 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: (Phase I) the 

exploratory and descriptive phase; (Phase II) the multiple case study phase; and (Phase III) 

the legal analysis phase. The consequent section outlines the measures for ensuring the 

quality of research findings. Finally, ethical considerations for this research are explained. 

The following chapters will present an analysis of the findings of this research. 

Assumptions Underpinning this Study 

Philosophical assumptions: ontology, epistemology, and methodology. 

Any research undertaken contends with the assumptions, beliefs, and values of the 

researcher (Creswell, 2012). Regardless of whether or not they are aware of it, researchers 

do internalise their beliefs and values when conducting their work; these are commonly 

referred to as philosophical assumptions (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 collecting data (Creswell, 2012). 
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The following three main philosophical assumptions are recognised in the literature: 

ontology (what is the nature of reality?); epistemology (what constitutes knowledge?); and 

methodology (what is the process of research?) (Guba & Lincoln, 1994). Based on these 

assumptions, the philosophy and human sciences can be divided into two opposing views: 

positivism (including post-positivism) and constructivism (for example, interpretivism and 

participatory inquiry) (Guba & Lincoln, 1994). While other paradigms and worldviews 

exist, such as critical theory and feminism (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 therefore 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 reality (Creswell, 2012; Guba & Lincoln, 1994). The 

approach adopted in the current study aims to reconcile these opposing views and utilise the 

strength of both ways of knowing to address the research question, to compensate for their 

weaknesses (Patton, 2002). 

The assumptions guiding this study reflect a pragmatist approach to research, 

reality, and the social world (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 answer the 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 (1990) suggests 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 perform their 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 and data (induction vs. deduction); relationships between the researchers and the 

research process (subjectivity vs. objectivity); and inference from data (context-bound vs. 

generalisable). Morgan (2007, p. 71) explained that researchers do not generally use purely 

inductive or deductive reasoning unless they are documenting their research process for 

�S�X�E�O�L�F�D�W�L�R�Q�� �S�X�U�S�R�V�H�V���� �W�K�X�V���� �W�K�H�� �S�U�D�J�P�D�W�L�F�� �Y�H�U�V�L�R�Q�� �R�I�� �U�H�D�V�R�Q�L�Q�J�� �W�H�Q�G�V�� �W�R�� �³�P�R�Y�H�� �E�D�F�N�� �D�Q�G��

�I�R�U�W�K�� �E�H�W�Z�H�H�Q�� �G�H�G�X�F�W�L�R�Q�� �D�Q�G�� �L�Q�G�X�F�W�L�R�Q�´���� �6�L�P�L�O�D�U�O�\���� �U�H�V�H�D�U�F�K�H�U�V�� �W�H�Q�G�� �W�R�� �Z�R�U�N between 

objectivity and subjectivity, which are merely theoretical concepts in their pure form. 

Huberman and Miles (1994) also support this view by explaining that there is merit in both 

�µloose�¶��inductively oriented research designs and �µtight�¶ deductively approached ones (p. 

431). �µLoose�¶��designs work well when the research problem is blurred, the environment is 

complex and unfamiliar and the intent is exploratory and descriptive; as in the first phase of 

this research. Tighter designs are recommended when the researcher has a strong prior 

understanding of the research problem and takes an explanatory and confirmatory stance 

involving multiple comparable cases (Huberman & Miles, 1994); as in the second phase of 

this research. This approach is also in line with 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 

dominate 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 generalisable knowledge (Morgan, 2007). 

Therefore, in this research, different methods were used to explore the same issues, and the 

subsequent results were compared with 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 compromising the integrity of 

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

prevails in this research; thus prompting an extensive use of qualitative methods (Creswell, 

2007). The interpretive approach to knowledge is ontologically 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 socio-cultural experiences (Yardley & 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 worthiness are trustworthiness and credibility (Miles & Huberman, 

1994) and these concepts will be discussed later in this chapter.  

Although a descriptive method was used in this study, it was utilised primarily to 

understand whether the findings of the exploratory phase of this research aligned with those 

from a large random sample of participant population. The use of descriptive methods in 

this study was underpinned by the assumptions of positivism as applied to knowledge 

creation and the belief in the existence of one objective reality (Yardley & 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, 2006).  

While the positivist and interpretivist paradigms seem conflicting in nature, a 

�S�K�L�O�R�V�R�S�K�L�F�D�O�� �E�D�V�L�V�� �I�R�U�� �U�H�V�H�D�U�F�K�� �N�Q�R�Z�Q�� �D�V�� �µ�S�U�D�J�P�D�W�L�V�P�¶�� �K�D�V�� �E�H�H�Q�� �V�X�J�J�H�V�W�H�G�� �K�H�U�H�� �D�V�� �D��

framework that has the potential to embrace both paradigms (Tashakkori & 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 the particular research question best, using the pragmatic credo of �³�Z�K�D�W���Z�R�U�N�V�´����

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) supports that gathering the most relevant possible 

�L�Q�I�R�U�P�D�W�L�R�Q�� �D�E�R�X�W�� �D�� �U�H�V�H�D�U�F�K�� �S�U�R�E�O�H�P�� �³�R�X�W�Z�H�L�J�K�V�� �F�R�Q�F�H�U�Q�V�� �D�E�R�X�W�� �P�H�W�K�R�G�R�O�R�J�L�F�D�O�� �S�X�U�L�W�\��

�E�D�V�H�G���R�Q���S�K�L�O�R�V�R�S�K�L�F�D�O���D�U�J�X�P�H�Q�W�V�´�� 
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Epistemology, the theory that addresses the issue of creation and the acquiring of 

knowledge, considers the 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, the pragmatic epistemological framework is adopted, which assumes that 

whatever philosophical and/or methodological approach most suitably addresses a given 

research problem should be used (Creswell, 2003; Eldridge, 1998; Hill & Owen, 1984; 

James, 1980; Tashakkori & 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.  

Research Design 

The research design for this study was evolving and flexible (Patton, 2002) and was 

designed in multiple phases to contribute to the emerging understanding of the problem. 

Due to the fact that franchisor e-commerce strategies have not, as yet, been researched in 

sufficient detail, the first phase was designed to explore the 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, allowed for an 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 the extant literature in relation 

to legal issues. 

Huberman and Miles (1994, p. 431) suggest that qualitative research designs call 

�I�R�U���F�U�H�D�W�L�Y�H���Z�R�U�N�����W�K�H�\���F�D�Q�Q�R�W���E�H���³�W�D�N�H�Q���R�I�I���W�K�H���V�K�H�O�I�´�����E�X�W���U�D�W�K�H�U���³�K�D�Y�H to be custom-�E�X�L�O�W�´����

Figure 3.1 below represents the research design developed for this study. Phase I of this 

research included an exploratory qualitative study that was conducted in the form of (1) 

fifty  semi-structured interviews over the telephone; and (2) a moderated open forum of 

franchisors and industry experts. This phase also included, (3) a descriptive quantitative 

survey of a large 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 II, which included 

in-depth analysis of (4) two case studies, and (5) interviews with sector experts. Phase III 

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

 

 
Figure 3.1: Research design. 

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: exploratory stage, which includes (1) fifty  

exploratory semi-structured 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.  

Exploratory stage. 

The aim of the exploratory phase was to gain a better understanding of the current 

state of e-commerce in franchising as well as the challenges that the sector is facing in this 

respect. The interviews were conducted as a joint project with the franchise consulting 
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company, Franchise Relationships Institute2 (FRI), 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 semi-structured interview scripts were developed jointly 

with FRI and the researcher conducted the interviews over the phone. 

Exploratory (pre-forum) interviews. 

In the first stage, semi-structured interviews with 51 senior franchisor executives 

(for example, CEOs, CFOs, marketing managers, operations managers - for full 

demographic data, see Appendix A) were conducted over the phone for approximately 12 

minutes each, where I followed a relatively structured interview script, with questions 

focusing on e��commerce strategies and practices (see Appendix B). In preparing for these 

interviews, I reviewed the websites of the participating companies in order to better 

appreciate the nature of their business as well as their state of e-commerce development, 

referring to a set of questions elaborated by other researchers3 (Cedrola & 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 

questions combined qualitative open-�H�Q�G�H�G���T�X�H�V�W�L�R�Q�V���D�V���Z�H�O�O���D�V���µ�\�H�V���Q�R�¶���T�X�H�V�W�L�R�Q�V���� �Z�K�L�F�K��

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 forum �Q�D�P�H�G�� �³�%�U�L�F�N�V�� �D�Q�G�� �&�O�L�F�N�V�´���� �7�K�L�V�� �I�R�U�X�P�� �Z�D�V�� �V�S�H�F�L�I�L�F�D�O�O�\�� �G�H�V�L�J�Q�H�G�� �I�R�U��

franchisors to share strategies and concerns with respect to e-commerce. The forum was 

held as a full-day event in which 70 senior franchisor executives (Appendix C presents 

industries involved) and e-commerce experts exchanged 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) round-table 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. 
3 �4�X�H�V�W�L�R�Q�V���I�R�U���Z�H�E�V�L�W�H���U�H�Y�L�H�Z���Z�H�U�H�����µ�$�U�H���F�X�V�W�R�P�H�U�V���D�E�O�H���W�R���S�O�D�F�H���D�Q���R�U�G�H�U���R�Q�O�L�Q�H�"�¶���D�Q�G���µ�$�U�H���W�K�H�\���D�E�O�H���W�R���S�D�\��

�I�R�U���W�K�H���S�U�R�G�X�F�W���V�H�U�Y�L�F�H���R�Q�O�L�Q�H�"�¶ 
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in deliberations on the topics relevant to e-commerce that were identified as holding most 

uncertainty for the sector; such as, organising logistics and distribution, gaining franchisee 

acceptance, and dealing with legal issues. The �µround-tables�¶ were chaired by an expert in 

the topic and the outcomes were recorded by the nominated note-takers. In addition, notes 

were taken throughout the day in order to capture the key themes 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 research questions and 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�� �H�P�D�L�O�� �Z�D�V�� �V�H�Q�W�� �R�X�W�� �W�R�� �I�U�D�Q�F�K�L�V�H�� �F�R�P�S�D�Q�L�H�V�� �R�Q�� �)�5�,�¶�V�� �G�D�W�D�E�D�V�H, inviting them to 

participate in this research (see Appendix D). In the email, my role as a researcher was 

explained and recipients were informed that interviews were to be conducted over the 

�S�K�R�Q�H���� �,�Q�� �D�F�F�R�U�G�D�Q�F�H�� �Z�L�W�K�� �W�K�H�� �8�Q�L�Y�H�U�V�L�W�\�¶�V�� �H�W�K�L�F�V�� �S�U�R�W�R�F�R�O���� �W�K�Ls email also contained an 

information sheet as an attachment. I later contacted franchisors who expressed interest in 

participating directly via telephone or email to arrange a time for an interview and then I 

conducted an interviews in 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 entire franchisor 

population. (This dilemma led to a decision to include a descriptive survey of the franchisor 

population in the research design.) For ethical considerations, the interviews were not 

audio-taped so as to avoid unnecessary pressure on participants to disclose company-

sensitive information before I was able to establish a rapport with them. Instead, I took 

extensive notes during the interviews on a hard copy of the questions and expanded upon 

them immediately after the interview. Later, I entered the responses into a Microsoft Excel 

spreadsheet. Some expressions of the participants were recorded verbatim and others 

represented my notes and summaries of what each participant had said. 
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During the industry forum, my role as a researcher and the note-taker for the day 

was explained to the forum attendees, some of whom I 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 well as being utilised 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 analysis (Bazeley, 2007; Gahan & 

Hannibal, 1998; Richards, 1999). First, the interview 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 were imported into the software, including all written 

�Q�R�W�H�V�����S�U�H�V�H�Q�W�H�U�V�¶���V�O�L�G�H�V�����P�H�P�R�V�����Q�R�W�H�V���P�D�G�H���D�I�W�H�U���W�K�H���I�R�U�X�P�������D�Q�G similarly, these materials 

formed part of the analysis. Subsequently, a hard copy of organisational codes was 

produced and reviewed to move the analysis further to substantive codes (Maxwell, 2013). 

Substantive codes were then used to present the text data in a visual form using the 

�µmodels�¶ tool in NVivo that facilitates developing models from coded data (Bazeley, 2007). 

This step enabled further 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 �F�R�G�L�Q�J���D�Q�G���L�Q�W�H�U�S�U�H�W�D�W�L�R�Q���S�U�R�F�H�V�V���I�R�O�O�R�Z�H�G���0�D�[�Z�H�O�O�¶�V���F�R�G�L�Q�J���V�F�K�H�P�H�����0�D�[�Z�H�O�O���������������� 

Descriptive online survey 2012 and 2014. 

The questions for the descriptive online survey were developed and informed by the 

preceding exploratory stage. The first phase revealed a need for a larger population of 

franchisors to be surveyed in order to comprehend the key trends in franchisor e-commerce 

in relation to areas such as profit-sharing models, to understand the impact on franchisor-

franchisee relationships, and to gain an overall profile of the state of development of the 

�V�H�F�W�R�U�¶�V�� �H-commerce. 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 preceding phase owing to 

its potential bias. 

Hence, the next stage of this research reveals descriptive statistics on e-commerce 

strategies and activity. The online survey questions were included in the Franchising 

Australia 2012 and 2014 questionnaires, with the data being collected over the Internet 

using the online survey software Qualtrics. The population was derived from a database 

�P�D�L�Q�W�D�L�Q�H�G�� �E�\�� �*�U�L�I�I�L�W�K�� �8�Q�L�Y�H�U�V�L�W�\�¶�V�� �$�V�L�D-Pacific Centre for Franchising Excellence 

(APCFE). Franchising Australia surveys have generated detailed and comprehensive 

reports on the status of the Australian franchising sector on a biennial basis since 1998 

(Frazer et al., 2010). The data analysis was completed using the SPSS software package for 

descriptive population demographic data and basic statistical tests, which produced 

�G�H�V�F�U�L�S�W�L�Y�H���G�D�W�D���R�Q���W�K�H���V�H�F�W�R�U�¶�V���S�U�R�I�L�O�H���Z�L�W�K���U�H�V�S�H�F�W���W�R���H-commerce strategies. The questions 

included in this instrument focused on how online sales were managed within a franchise, 

including profit-sharing models and e-commerce effects on franchising relationships (see 

Appendix E).  

In order to ensure rigour in the research results, two nonresponse bias tests were 

performed during the data analysis (Frazer et al., 2014). Firstly, the common statistical test 

of comparing early respondents and late respondents was conducted on 20 key variables. 

Late respondents are believed to be similar to non-respondents because they respond less 

readily (for example, only after prompting). During the second test, a sample of 30 non-

respondents was compared with the 123 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 II: In -depth explanatory phase: Multiple case study and Expert interviews. 

Following the exploratory and descriptive first phase of research, in-depth 

explanatory qualitative research was undertaken. A multiple case study approach was 

selected for this purpose to gain a comprehensive understanding (Eisenhardt, 1989b) of 

several cases (franchise organisations) in order to study their e-commerce strategies from 
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the multiple �V�W�D�N�H�K�R�O�G�H�U�V�¶���S�H�U�V�S�H�F�W�L�Y�H�V�����I�U�D�Q�F�K�L�V�R�U�V�����I�U�D�Q�F�K�L�V�H�H�V�����D�Q�G���F�X�V�W�R�P�H�U�V�����<�L�Q��(2009) 

def�L�Q�H�V���D���F�D�V�H���V�W�X�G�\���D�V���D�Q���L�Q�T�X�L�U�\���W�K�D�W���³�L�Q�Y�H�V�W�L�J�D�W�H�V���D���F�R�Q�W�H�P�S�R�U�D�U�\���S�K�H�Q�R�P�H�Q�R�Q���Z�L�W�K�L�Q���L�W�V��

real-life context; when the boundaries between a phenomenon and context are not clearly 

�H�Y�L�G�H�Q�W���� �D�Q�G�� �L�Q�� �Z�K�L�F�K�� �P�X�O�W�L�S�O�H�� �V�R�X�U�F�H�V�� �R�I�� �H�Y�L�G�H�Q�F�H�� �D�U�H�� �X�V�H�G�´�� ���S���� ���������� �7�K�H�U�H�I�R�U�H�� the 

purpose of this study is revelatory (Yin, 2009), where an understanding of the phenomenon 

is sought (Merriam, 2009; Stake, 1978). It involves studying the phenomenon in the 

bounded context (Miles & Huberman, 1994) of franchise organisations employing a B2C 

�H��commerce strategy. Case study research is also a useful approach when the research 

�R�E�M�H�F�W�L�Y�H�V�� �D�U�H�� �W�R�� �H�[�S�O�D�L�Q�� �F�X�U�U�H�Q�W�� �V�L�W�X�D�W�L�R�Q�V�� �W�K�U�R�X�J�K�� �W�K�H�� �X�V�H�� �R�I�� �µ�K�R�Z�¶�� �D�Q�G�� �µ�Z�K�\�¶�� �T�X�H�V�W�L�R�Q�V��

(Yin, 2009), as in this study. A multicase approach reflects the pragmatist philosophy 

�X�Q�G�H�U�S�L�Q�Q�L�Q�J���W�K�L�V���V�W�X�G�\�� �D�Q�G���³�S�U�R�Y�L�G�H�V���D�Q���R�S�S�R�U�W�X�Q�L�W�\���W�R���X�Q�G�H�U�V�W�D�Q�G���W�K�H�� �R�I�W�H�Q���V�S�H�F�L�I�L�F�� �D�Q�G��

pragmatic practices involved in a real-�O�L�I�H���F�R�Q�W�H�[�W�´�����0�H�U�U�L�D�P�����������������6�W�D�N�H�����������������S���������� 

As this research is primarily concerned with studying a phenomenon�² implications 

of e-commerce in franchising�² and not a particular case as such, the franchise systems 

were selected as instrumental cases that collectively provide insight into an issue (Stake, 

1994). The cases themselves are of secondary nature and served to facilitate understanding 

the research problem (Stake, 1994).  In addition, the interaction between a phenomenon and 

its context is best understood through in-depth case studies (Dubois & Gadde, 2002). 

In this research, a multiple-case study (as opposed to a single case) approach was 

selected (Yin, 2009). The use of multiple cases can enhance the precision, the validity or 

generalisability, and the stability of the findings (Merriam, 2009; Miles & Huberman, 

1994). Pragmatically, having multiple case studies is 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 cases to be included. Huberman and Miles (1994) suggest 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 better understanding 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 cases are instrumental (where the phenomenon is of primary importance), rather than 

intrinsic (where the case itself is of primary research interest) (Huberman & Miles, 1994; 

Stake, 1994). Selecting cases at random or basing them on convenience is not 

recommended as this does not attain the goal of a case study approach, which is to gain as 

much insight as possible from each case. Hence, purposeful sampling was used (Eisenhardt, 

1989b; Huberman & Miles, 1994). The cases selected were to represent a larger population 

of cases�² franchise organisations in Australia employing e-commerce 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 study the phenomena (Yin, 

2009). 

The choice of the cases was deliberate. The first criterion for selecting these cases 

was their leading position in e-commerce within their industry. Furthermore, their focus of 

franchisee satisfaction was important to ensure a selection of franchisors that exhibited 

best-practice in the sector; thus in the cases selected, franchisees were engaged during the 

�S�U�R�F�H�V�V���R�I���G�H�Y�H�O�R�S�L�Q�J���W�K�H���H���F�R�P�P�H�U�F�H���P�R�G�H�O���I�R�U���W�K�H���I�U�D�Q�F�K�L�V�H�����,�Q���D�G�G�L�W�L�R�Q�����P�D�W�X�U�H���V�\�V�W�H�P�V��

were selected since Rao and Frazer (2010) found that mature Australian franchisors (older 

and larger systems) had better developed web strategies. The representativeness of the 

cases within the phenomenon under scrutiny (e-commerce in franchising) was deemed 

important (Stake, 1994). Therefore, the cases selected were achieving within the sector 

average of 5 percent of their total sales online (Frazer, Weaven, & Bodey, 2012; Frazer et 

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

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

�7�K�H���F�D�V�H�V���Z�H�U�H���V�H�O�H�F�W�H�G�� �I�U�R�P���)�5�,�¶�V���D�Q�G�� �$�3�&�)�(�¶�V���� �G�D�W�D�E�D�V�H�V���X�V�H�G���L�Q���W�K�H�� �S�U�H�Y�L�R�X�V��

two phases based on the selection criteria formulated after the first phase was completed; 

thus informing the 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 they faced the challenges of 
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traditional retail networks as well as those of service networks. Franchisee involvement in 

the e��commerce strategy was also considered an important criterion, since the first phase of 

this research had revealed that those networks that involved their franchisees had an easier 

path to gaining franchisee acceptance on this innovation. Table 3.1 below lists and explains 

the criteria used when selecting cases for this research.  

Table 3.1: Criteria for case selection and characteristics of chosen cases 

Criteria for case selection Description Case 1 Case 2 

System age Mature systems (over 10 
years) �± FA survey 2014, p. 
30 

Founded in 1993 Founded in 1992 

System size Large systems (more than 
50 total units) �± FA survey 
2014, p.35) 

106 retail service 
centres (self-reported 
data 2012) 

70 retail centres and 
250 mobile (self-
reported data 2013) 

Plural form or pure form 
franchises 

Franchise organisations 
with minimal percentage of 
company-owned units 

1 company-owned 
unit 

No company-owned 
units, 100 % 
franchised 

Level of franchisee 
involvement 

Prior interviews identified 
sophisticated methods of 
franchisee involvement 

High levels High levels 

Industry  Mixed service and retail Transport, postal and 
warehousing* 

Administration and 
support services* 

 

Percentage of online sales Percentage of sales through 
online channel from the 
total number of sales 

Approximately 5% Approximately 5% 

Level of e-commerce 
development and strategy 
success 

Established successful 
�H��commerce strategy 

Yes Yes 

Brand recognition Established brand in its 
industry 

Yes Yes 

International operations Franchising outside of 
Australia 

Yes (NZ and UK) Yes (NZ and US) 

Source: Developed for this research. 

*  Classification of industry according to Franchising Australia 2014 (Frazer et al., 2014) 

 

The franchisor was interviewed first in order to understand the overarching 

company philosophy towards e-commerce as well as the process of implementing an 

�H��commerce strategy in the business. Next, interviews were conducted with franchisees, 

four in each case. Franchisees were selected to gain as much variability as possible, 

�D�F�F�R�X�Q�W�L�Q�J�� �I�R�U�� �G�L�I�I�H�U�H�Q�W�� �D�J�H�V�� �D�Q�G�� �W�L�P�H�� �V�S�H�Q�W�� �L�Q�� �W�K�H�� �V�\�V�W�H�P���� �7�K�H�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �G�H�W�D�L�O�V�� �Z�H�U�H��

provided by the franchisor based on the criteria that I had provided to them, which were 
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easily verifiable with franchisee participants, and are set out 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 each case. 

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 driven by theory, rather 

than a concern of �µrepresentativeness�¶ (Huberman & Miles, 1994). These choices usually 

evolve through successive waves of data collection. An example of this would be deciding 

to select franchisees with prior experience of service on the FAC (Franchise Advisory 

Council), especially during the time of design and implementation of its e-commerce 

strategy. This decision came about due to the fact that interviews with franchisors revealed 

�K�R�Z���L�Q�V�W�U�X�P�H�Q�W�D�O���W�K�H���)�$�&���L�V���L�Q���F�D�U�U�\�L�Q�J���R�X�W���L�W�V���Q�H�W�Z�R�U�N�¶�V��e-commerce strategy. Therefore, 

I kept questioning my perspectives and collected data in order to sample franchisees 

appropriately (Huberman & Miles, 1994)�����I�R�U���H�[�D�P�S�O�H�����³�:�K�D�W���F�K�D�U�D�F�W�H�U�L�V�W�L�F�V�����H�[�S�H�U�L�H�Q�F�H�V����

or knowledge do franchisees need to possess (what criteria do they need to meet) in order 

�I�R�U���X�V���W�R���O�H�D�U�Q���D�V���P�X�F�K���D�V���S�R�V�V�L�E�O�H���I�U�R�P���W�K�L�V���F�D�V�H�"�´ 

Following the franchisor interviews, the franchisor was asked to provide a list of 

four to five franchisees and their details, based on specific criteria (as described 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 least one of the franchisees would be an FAC member (when the e-commerce 

was implemented into the system and current member) 

ii.  at least one of the franchisees would be a multi-unit franchisee 

iii.  at least one of the franchisees would be a single-unit franchisee 

iv. franchisees 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 

franchisees and not just the franchisees new to the system) 
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v. franchisees would have a variety of opinions, feelings, and experiences with 

e��commerce ranging from embracing e-commerce 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 

�Z�L�W�K���W�K�H���E�U�D�Q�G���D�Q�G���D�F�W�L�Y�H�O�\���W�D�N�H�V���S�D�U�W���L�Q���)�$�&�¶�V��
life as well as familiar with FAC structure and 
processes 

One FAC member (at the time of e-commerce 
implementation) 

One that was an FAC member at the time of 
�H��commerce strategy implementation (very 
involved and knowledgeable about the process) 

A variety in the number of years in the 
system 

Not just experienced franchisees or just new 
franchisees 

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

Single-unit franchisee In the sample there has to be at least one multi-
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 e-commerce One that embraces e-commerce right from the 
start 

One that was sceptical of e-commerce One that did not embrace e-commerce from the 
start and was sceptical about its benefits for the 
system 

One �W�K�D�W���Z�D�V���³�R�Q���W�K�H���I�H�Q�F�H�´ about 
�H��commerce 

One that was neither pro-or-against e-commerce 
�± 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 selected. These methods included (a) in-depth interviews with franchisors and 

franchisees; (b) analysis of the official websites of the cases; and (c) customer feedback 

�U�H�J�D�U�G�L�Q�J�� �W�K�H�� �F�D�V�H�V�¶�� �H-commerce strategies. The inclusion of multiple sources and 

perceptions is recognised to serve triangulation, thereby ensuring the quality of research 

findings (Stake, 1994). 
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�0�R�U�H�R�Y�H�U�����F�X�V�W�R�P�H�U�V�¶���S�H�U�F�H�S�W�L�R�Q�V���R�I���W�K�H���H-commerce component of the franchise 

were assessed through analysing customer reviews available on the Internet after 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 & 
customer feedback 

Franchise A Operations and Innovations 
manager 

4 franchisees - Website 
- Customer feedback from the 
Internet 

Franchise B COO  
& Digital Marketing 
manager 

4 franchisees - Website 
- Customer feedback from the 
Internet 

 

Interviews with franchising sector experts. 

Over the course of this research, an additional dimension was achieved through 

interviewing sector experts in relation to e-commerce in franchising. The experts were 

asked to reflect on their experiences with their franchisor-clients when the franchise 

embarked on the journey of incorporating e-commerce strategy into their traditional 

(�µ�E�U�L�F�N�V�� �D�Q�G�� �P�R�U�W�D�U�¶ or service) model. The interviews were unstructured and the 

interviewees were prompted to explain further on the areas of interest to this research. The 

special expertise of each of these categories of experts was drawn upon (see Figure 3.4). 

For instance, the financial adviser was asked to reflect on financial structures or 

�H��commerce and profit-sharing models, and franchise lawyers were asked to reflect on how 

�H��commerce 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 consultant4 2 

Franchise financial adviser 1 

Franchise lawyer 2 

Total 7 

Source: Developed for this research. 

Phase III: Legal analysis. 

The concluding phase of this research involved a legal analysis, which had the 

imperative of addressing, firstly, how the regulatory framework has impacted upon the 

development of e-commerce in relation to franchising, and secondly, the manner in which  

the legal issues governing this area can be reconciled. In this phase, I also reflected upon 

the findings and results of preceding phases. In the literature, this synthesis of prior phases 

�R�I�� �G�D�W�D�� �F�R�O�O�H�F�W�L�R�Q�� �D�Q�G�� �D�Q�D�O�\�V�L�V�� �L�V�� �U�H�I�H�U�U�H�G�� �W�R�� �D�V�� �³�W�K�H�� �L�Q�W�H�U�S�U�H�W�D�W�L�R�Q�� �R�I�� �W�K�H�� �H�Q�W�L�U�H�� �D�Q�D�O�\�V�L�V�´��

(Creswell, 2009, p. 213).  

The research data pertaining to this 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, journal 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.  

                                                 
4 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 problem-centred approach was used, which comprised the following: 

(a) identification of problems; (b) collection of information; (c) analysis of existing laws; 

and (d) recommendations. Various legal concepts were examined under both statutory law 

(for example, the Australian Consumer Law (ACL) as set out in Schedule 2 of the 

Competition and Consumer Act 2010,  the Franchising Code of Conduct and other relevant 

legislation), and the common law in order to better address the effects of e-commerce on 

franchising practices. In addition, these legislative acts were evaluated in the context of 

their adequacy to provide a sufficient framework to support the development of 

�H��commerce on franchising. Furthermore, this analysis also suggested future areas of law 

reform in order to facilitate the further effective growth of franchising in an e-commerce 

environment. 

Ensuring the quality of research findings. 

Various research approaches use different techniques to ensure the quality of 

findings: for quantitative research, there are notions such as reliability and validity 

(Neuman, 2006); for qualitative research, these criteria are reflected by the terms 

trustworthiness and credibility (Silverman, 2010).  

In the quantitative study, reliability and validity were ensured through pretesting 

and pilot testing (Neuman, 2006). The Franchising Australia survey 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 

nonresponse bias tests performed (Frazer et al., 2014). 

For the qualitative methods, trustworthiness and credibility were attained through 

triangulation and self-monitoring, member-checking of interview transcripts, credibility 

testing by having another researcher code a number of interviews, assuring congruence 

between research issues and features of the study, and using a protocol for the case study, 

as well as other techniques (Riege, 2003). The constant comparative method (Strauss & 

Corbin, 1998) used in the data analysis 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 several ways 

(Huberman & Miles, 1994). Firstly, data triangulation�² the use of a variety of data sources 

in a study�² was employed; the data were gathered from participants from various 

stakeholder groups, including franchisors, franchisees, experts, and customer reviews. 

Secondly, methodological triangulation was used, that is, multiple approaches that 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 field-based research to gather evidence from the franchising practice, adding to 

current research in franchising, which is mostly based on surveys and secondary data (Dant 

et al., 2011). 

Ethical considerations. 

Qualifying for an Expedited Ethical Review Level 1, this research was granted an 

approval (GU Ref No: MKT/27/11/HREC) from the Griffith University Research Ethics 

Committee in February 2012, prior to commencing phase I of the data collection. Thus, the 

ethical conduct in this study was guided by the Griffith University 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, 

disguised or covert methods of data collection. The ethics application described in detail 

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 the rights of participants, including their voluntarily involvement 

and the protection of their privacy and confidentiality (see Appendices F-J for information 

sheets and consent forms for each phase of study).  

Due to ethical considerations, the interviews in the first phase of this research were 

not audio-recorded; 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 participants were not personally acquainted with me. The 



 

 

59 

 

interviews were conducted over the phone and some questions were asked on financial 

figures, which may be of a sensitive nature for some non-listed companies. The informed 

consent form was sent to the participants via email before the interview and their oral 

consent was sought at the start of the interview, after I had explained the nature and the 

purpose of the research. 

In the second phase of this research, prior discussions with the participants took 

place either 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 participate, they were 

interviewed; this was audio-recorded 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 phone and were 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 audio-recorded was confirmed 

before starting the interview. Similarly, with sector experts, interviews were audio-recorded 

(apart from one) with their permission and their consent was sought prior to the interview. 

In addition, the participants were offered to member-check their interview 

transcripts, thereby empowering them to verify and confirm their contribution 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 in the data collection, 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 in-depth explanatory 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 explore the issues pertaining to implementation of an e-commerce strategy in 

franchise networks; to explain and to confirm (or refute) the findings of the exploratory 

phase; and to examine the related legal issues as they are a cornerstone of e-commerce in 

franchising; and finally, 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 of existing knowledge in franchising research. The 

analysis and the findings arising from implementing these methods are discussed in 

subsequent chapters.  
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CHAPTER 4 - �)�L�Q�G�L�Q�J�V���3�K�D�V�H���,��-���(�[�S�O�R�U�D�W�R�U�\���D�Q�G���' �H�V�F�U�L�S�W�L�Y�H��

�3�K�D�V�H�� 

Introduction  

This chapter presents the findings revealed during the first phase (exploratory and 

descriptive) of this research. An overarching exploratory approach was chosen for this 

study owing to the scarcity of published research that combines franchising and 

�H��commerce (Cedrola & Memmo, 2009) and the need to explore the issues pertaining to 

�H��commerce development in Australian franchising networks (Rao & Frazer, 2010). This 

study was undertaken to understand the current state of e-commerce in the Australian 

franchising sector as well as the challenges the sector was facing in this respect (Denzin & 

Lincoln, 2000; Merriam, 2009; Yin, 2009). The data were gathered through a two-stage 

process that involved (1) semi-structured telephone interviews with franchisors and (2) a 

moderated industry forum where franchisors and industry experts openly discussed their 

strategies and concerns with respect to e-commerce. While the interviews allowed for the 

identification of issues and challenges with individual participants, the forum enabled an 

open exchange of ideas between participants and the co-generation of rich data. 

In the first stage, I conducted brief, semi-structured interviews with 51 senior 

franchisor executives over the phone, approximately 15 minutes in duration. The interviews 

in this phase of research were not audio-recorded 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 interview. The sample was selected from the 

database5 of 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 

interviews in total were subsequently completed (see Appendix 3.A). The interview script 

�Z�D�V���U�H�O�D�W�L�Y�H�O�\�� �V�W�U�X�F�W�X�U�H�G���� �Z�L�W�K���T�X�H�V�W�L�R�Q�V���I�R�F�X�V�L�Q�J���R�Q���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�L�H�V���D�Q�G���S�U�D�F�W�L�F�H�V����

�,�Q���S�U�H�S�D�U�L�Q�J���I�R�U���W�K�H�V�H���L�Q�W�H�U�Y�L�H�Z�V�����,���D�V�V�H�V�V�H�G���W�K�H���Z�H�E�V�L�W�H�V���R�I���W�K�H���L�Q�W�H�U�Y�L�H�Z�H�H�V�¶���F�R�P�S�D�Q�L�H�V���L�Q��

                                                 
5 The database is owned by a private Australian-based franchising consulting company, Franchise 

Relationships Institute. 
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order to better appreciate the nature of their business as well as their e-commerce status, 

using criteria elaborated by other researchers (Cedrola & Memmo, 2009; Dixon & Quinn, 

2004; Rao & Frazer, 2006).6 This preparation phase also allowed specific topics to be 

further explored during the interviews. 

The second stage of this exploratory research phase consisted of a moderated open 

discussion forum. The forum was held as a full-day event where 70 senior franchisor 

executives and e-commerce experts exchanged knowledge and experience on how franchise 

networks can address the challenges as well as take advantage of the opportunities 

presented by e-commerce. Facilitated by a moderator, the event consisted of (i) case study 

presentations followed by an open exchange and (ii)  round-table discussions where 

participants deliberated on e-commerce-related topics that were identified as holding the 

most uncertainty for the sector. Extensive notes were taken by six nominated note-takers, 

including myself, which constituted part of the materials that were analysed. 

Two different approaches were used to interpret the empirical materials gathered 

during this research. Firstly, a descriptive analysis of the materials was conducted and, as a 

result, an understanding of the current state of e-commerce in franchising and the 

challenges was gained. Secondly, a more in-depth analysis through a three-level coding of 

the empirical materials collected during this phase of investigation allowed for the 

identification of certain concepts and themes with respect to the research question. The 

models in the thematic analysis section were developed (Silverman, 2010) with 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 analysis is reported first, followed by the thematic analysis. In the first 

phase, the franchisors interviewed represented a multi-sector sample with established 

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 in Franchising Australia surveys (Frazer et al., 2010, 2012; Frazer et al., 2014), 
                                                 

6 �7�K�H���T�X�H�V�W�L�R�Q�V���X�V�H�G���I�R�U���D�V�V�H�V�V�L�Q�J���W�K�H���Z�H�E�V�L�W�H�V���Z�H�U�H���D�V���I�R�O�O�R�Z�V�����³�$�U�H���F�X�V�W�R�P�H�U�V���D�E�O�H���W�R���S�O�D�F�H���D�Q���R�U�G�H�U��
�R�Q�O�L�Q�H�"�´���D�Q�G���³�$�U�H���W�K�H�\���D�E�O�H���W�R���S�D�\���I�R�U���W�K�H���S�U�R�G�X�F�W���V�H�U�Y�L�F�H���R�Q�O�L�Q�H�"�´ 
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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 

Semi-structured interview findings. 

�7�K�H���L�Q�W�H�U�Y�L�H�Z���V�W�D�J�H���U�H�Y�H�D�O�H�G���W�K�H���I�U�D�Q�F�K�L�V�R�U�V�¶���K�L�J�K���O�H�Y�H�O���R�I���L�Q�W�H�U�H�V�W���L�Q���W�K�H���V�X�E�M�H�F�W���R�I��

e-commerce through their eagerness to participate in the research and to obtain the resulting 

report. The analysis indicated that one-third of the companies already had a web-based 

facility where customers could purchase their products online, while the remaining two-

thirds of franchisors did not have a functioning e-commerce platform. Those with 

established e��commerce found that around 2 to 5 percent of their sales occurred online; 

however, many found that their online purchasing facility generated a substantial amount of 

leads and/or in-store sales. These results are consistent with those found in recent 

Franchising Australia surveys (Frazer et al., 2012; Frazer et al., 2014). Over 80 percent of 

those in the current study who did not have an e-commerce component in their business had 

decided to implement one and were either in the testing phase (35%) or had decided to 

proceed but were still investigating how the technical, financial and operational aspects 

would work (50%), as illustrated in Figure 4.1 below. 
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Figure 4.1: e-Commerce development stage among franchises that do not engage in 

online sales. 

Source: Developed for this research. 

 

Those who decided to proceed with e-commerce 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 rely on their e-commerce 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 majority of franchisors who were engaging in e-commerce 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 between individual 

�I�U�D�Q�F�K�L�V�H�H�V���D�Q�G���W�K�H���P�D�U�N�H�W�L�Q�J���I�X�Q�G���R�U���D���V�S�H�F�L�D�O���³�R�Q�O�L�Q�H���P�D�U�N�H�W�L�Q�J���I�X�Q�G�´�� 



 

 

65 

 

 

Franchisor-franchisee relationships and franchisee involvement. 

The majority (95%) of franchisors indicated that their franchisees were involved in 

developing the e-commerce strategy 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 were not involved at all in the process of elaborating the strategy, as illustrated 

in Figure 4.2 below. The results of Franchising Australia 2012, based on a similar sample 

size, are consistent with these findings and suggest that over 56 percent of franchisors 

involved the franchisees in the development of the e-commerce 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 around e-commerce 

to a lesser degree (Frazer et al., 2012). 

 

 

Figure 4.2: Franchisee involvement in the development of e-Commerce strategies. 

Source: Developed for this research. 

 

In addition, the analysis of the forum 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 arrangements for e-commerce. The 
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manner in which franchisees will be involved has to be carefully considered as this will 

have an impact on the profit-sharing 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 accuracy is one of the leading reasons for failure in e-commerce (Plave & 

Amolsch, 2000). 

F�U�D�Q�F�K�L�V�H�H�� �D�W�W�L�W�X�G�H�V�� �W�R�Z�D�U�G�V�� �W�K�H�L�U�� �Q�H�W�Z�R�U�N�¶�V�� �H-commerce strategies, that were 

reported by the interviewed franchisors, revealed encouraging comments related to 

e��commerce. The majority of the franchisors (75%) believed that their franchisees were 

�³�K�D�S�S�\�� �Z�L�W�K�´���� �³�V�X�S�S�R�U�W�H�G�´�� �D�Q�G�� �H�Y�H�Q�� �³�S�X�V�K�H�G�´�� �W�K�H�� �G�H�F�L�V�L�R�Q�� �W�R�� �V�H�O�O�� �R�Q�O�L�Q�H���� �$�F�F�R�U�G�L�Q�J�� �W�R��

some, franchisees especially enjoyed the fact that through online sales they could acquire 

a�Q�� �D�G�G�L�W�L�R�Q�D�O�� �³�V�R�X�U�F�H�� �R�I�� �L�Q�F�R�P�H�� �Z�L�W�K�R�X�W�� �K�D�Y�L�Q�J�� �W�R�� �G�R�� �D�Q�\�W�K�L�Q�J�´���� �+�R�Z�H�Y�H�U���� �V�R�P�H��

franchisors admitted that initial reactions towards online sales were mixed and they had 

only gained franchisee acceptance through consultation and open communication. Others 

(approximately 15%) reported that their franchisees were currently unsure or had mixed 

feelings about online sales for their network. A small percentage of franchisors disclosed 

�W�K�D�W�� �W�K�H�L�U�� �I�U�D�Q�F�K�L�V�H�H�V�� �Z�H�U�H�� �³�V�F�D�U�H�G�´�� �R�U�� �³�F�R�Q�F�H�U�Q�H�G�´�� �D�E�R�X�W�� �W�K�H�� �R�S�H�U�D�W�L�R�Q�D�O�� �V�L�G�H�� �R�I��online 

sales or that the franchisor would compete with them, as presented in Figure 4.3 below. 

 

 

Figure 4.3�����)�U�D�Q�F�K�L�V�H�H���D�W�W�L�W�X�G�H�V���W�R�Z�D�U�G�V���W�K�H�L�U���V�\�V�W�H�P�¶�V���H-Commerce strategies. 

Source: Developed for this research. 
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Nearly two-thirds (65%) of the franchisors reported that e-commerce had a positive 

impact on their relationship with franchisees, similar to any other innovation initiative that 

had been successfully implemented, thus assisting the franchise network to remain 

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

 

 

Figure 4.4: The impact of e-Commerce 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 and in-store environments); (2) financial (deciding on 

the pricing and revenue structures); (3) relationships (working with franchisee expectations 

and buy-in); (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 experience, both in-store 

and online); and (7) technological (for example, adapting websites and e-commerce 

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

investigation. 

 

The following comment from one of the forum participants encapsulates the most 

significant challenges currently faced in franchising in relation to e-�F�R�P�P�H�U�F�H�����³�W�K�H���F�U�L�W�L�F�D�O��

issue is that franchisees are key stakeholders. Thus, trust, culture and the relationship itself 

are at stake, not just the money. Therefore, acting decisively without careful consideration 

�R�I���D�O�O���V�W�D�N�H�K�R�O�G�H�U�V���F�D�Q���E�H���M�X�V�W���D�V���I�D�W�D�O���D�V���I�D�L�O�L�Q�J���W�R���D�F�W���´ 

Operational aspects of e-Commerce strategies. 

The integration of online and in-store environments was recognised as a concern by 

most participants. The most successful integration strategy for retail networks was a model 

whereby customers ordered their product online and picked it up in the store. This model 

was found useful in connecting the marketing and distribution channels, creating certainty 

and convenience for customers and enhancing customer-franchisee relations as well as 

adding value to the sale completed online. However, the research revealed that an ongoing 

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 values. Training programs 

like these would include both the e-commerce component and online presence in general, 

as the two are interlinked. 

Financial aspects of e-Commerce in franchising. 

Financial aspects of engaging in e-commerce were also subject to debate. The costs 

of setting up and maintaining an online store were discussed and were found by many to be 

equivalent to the set-up costs of one franchise outlet. Since many franchisors admitted that 

the costs were initially underestimated, it is important that profit-sharing arrangements are 

finalised after all the costs have been calculated. The literature also supports the importance 

of estimating the costs of initial investment accurately in order to maintain a healthy 

relationship with franchisees (Knack & Bloodhart, 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 e��commerce platform, and whether the site is managed in-house or by a third party.  

Franchising relationships and franchisee 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 acceptance of e-commerce 

strategies is a major challenge that franchisors face. As such, franchisors 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 calculated before they 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 legal considerations. 

Finally, legal aspects of e-commerce for franchising raised many concerns amongst 

the participants. It was found to be inadvisable to use marketing fund money for paying the 

set-up costs of the e-commerce platform as it could potentially cause legal complications, 

such as those encountered in the �'�\�P�R�F�N�V�¶�� �F�D�V�H (Dymocks Holdings Pty Ltd v Top Ryde 

Booksellers Pty Ltd, 2000). Furthermore, it is necessary to review the franchise agreements 

and consider the territorial rights of franchisees as well 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 legal obligations need to be considered. 

Thematic Analysis 

Through three-level coding using NVivo10 software, key themes that emerged from 

the interpreted empirical materials were identified. The first theme identified was 

participation of franchisees in developing and executing the e-commerce strategy; the 

second was a broad theme around franchisee opinions and fears; and the third was the 
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process of gaining franchisee acceptance and buy-in with regard to introducing and 

implementing an e-commerce strategy within an existing franchising model. Finally, an 

overarching model was created where all key concepts were interrelated. 

Analysis of participation theme. 

For the purpose of this research, the participation of franchisees in formulating an 

�H��commerce strategy was analysed in detail through three-level coding. Three key 

dimensions of participation were identified, namely depth, breadth and participation 

medium. The illustrative models were constructed for each parameter to visually present the 

findings. The models were 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 involvement 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 follows: top-down process, discussion, 

consultation (cooperation), and collaboration. The model in Figure 4.5 illustrates the scale 

of depth of participation, and the four categories will be defined further. The extended 

version of this model is presented in Appendix K and contains illustrative quotes for each 

category. 
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Figure 4.5: Depth of participation scale.  

Source: Developed for this research. 

 

The top-down (or co-ordination) 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 decision-making or strategy 

creation process. �7�K�H�� �I�R�O�O�R�Z�L�Q�J�� �T�X�R�W�H�V�� �L�O�O�X�V�W�U�D�W�H�� �W�K�L�V�� �D�S�S�U�R�D�F�K���� �³�:�H�� �Z�L�O�O�� �S�U�H�V�H�Q�W�� �>�W�K�H��

strategy] at the next FAC [Franchise Advisory Council] meeting, but head office will have 

�W�K�H���I�L�Q�D�O���V�D�\�´�����³�>�I�U�D�Q�F�K�L�V�H�H�V���K�D�G�@���P�L�Q�L�P�D�O���L�Q�S�X�W�����Z�H���M�X�V�W���L�Q�I�R�U�P�H�G���W�K�H�P���D�E�R�X�W���L�W�´���� 

The discussion 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 

introducing e-c�R�P�P�H�U�F�H�����,�W���L�V���L�Q�W�H�U�H�V�W�L�Q�J���W�R���Q�R�W�H�����W�K�D�W���L�Q���P�R�V�W���F�D�V�H�V�����W�K�H���S�K�U�D�V�H���³�L�W���K�D�V���E�H�H�Q��

�G�L�V�F�X�V�V�H�G�´�� �P�H�D�Q�W�� �W�K�D�W�� �W�K�H�� �G�H�F�L�V�L�R�Q�� �D�Q�G�� �W�K�H�� �V�W�U�D�W�H�J�\�� �R�Y�H�U�Y�L�H�Z�� �K�D�G�� �E�H�H�Q�� �F�R�Q�Y�H�\�H�G�� �W�R�� �W�K�H��

franchisees as a one-way communication act rather than a genuine discussion. The 

following �T�X�R�W�H�V�� �L�O�O�X�V�W�U�D�W�H�� �W�K�L�V�� �D�S�S�U�R�D�F�K���� �³�>�:�H�@���K�D�G�� �D�� �J�H�Q�H�U�D�O�� �G�L�V�F�X�V�V�L�R�Q�� �D�E�R�X�W�� �L�W�� �D�Q�G�� �W�K�H��

�µ�J�R-�D�K�H�D�G�¶���I�U�R�P���W�K�H���I�U�D�Q�F�K�L�V�H�H�V�´�����³�,�W���Z�D�V���D���S�R�L�Q�W���R�I���G�L�V�F�X�V�V�L�R�Q���D�W���R�X�U���E�L-�D�Q�Q�X�D�O���P�H�H�W�L�Q�J���´ 

The consultative (cooperation) approach is characterised by greater participation 

from the franchisees, with more input and feedback being sought. In this category, 

�P�D�Q�D�J�H�P�H�Q�W�� �L�V�� �J�H�Q�H�U�D�O�O�\�� �L�Q�W�H�U�H�V�W�H�G�� �W�R�� �K�H�D�U�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �R�S�L�Q�L�R�Q�V�� �D�Q�G�� �L�G�H�D�V���� �I�R�U�� �H�[�D�P�S�O�H����
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�³�>�:�H���D�U�H�@���J�H�W�W�L�Q�J���W�K�H�L�U���L�G�H�D�V���D�E�R�X�W���L�W�´�����³�:�H���P�D�G�H���V�R�P�H���F�K�D�Q�J�H�V���E�D�V�H�G���R�Q���W�K�H�L�U���I�H�H�G�E�D�F�N�´����

�³�7�K�H�\���K�D�G���L�Q�S�X�W���D�V���W�R���Z�K�D�W���W�K�H�\���Z�R�X�O�G���O�L�N�H���W�R���V�H�H���R�Q���W�K�H���Z�H�E�V�L�W�H���´ 

The collaborative approach was described as the process where strategy 

formulation is undertaken with the franchisees (that is, franchisor and franchisees working 

together), and where all stakeholders 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 to e-commerce strategy. Interviewees 

generally sounded more enthusiastic about their e-commerce strategies where franchisee 

involvement was extensive and therefore franchisee acceptance and support was greater. 

Th�H�� �I�R�O�O�R�Z�L�Q�J�� �T�X�R�W�H�V�� �L�O�O�X�V�W�U�D�W�H�� �W�K�L�V�� �D�S�S�U�R�D�F�K���� �³�$�E�V�R�O�X�W�H�O�\���� �,�W�� �Z�D�V�� �G�R�Q�H��with the 

�I�U�D�Q�F�K�L�V�H�H�V�´�����³�2�K���\�H�V�����>�)�U�D�Q�F�K�L�V�H�H�V���Z�H�U�H�@���Y�H�U�\���D�F�W�L�Y�H�O�\���L�Q�Y�R�O�Y�H�G���´ 

Breadth of participation. 

Another parameter was the breadth of participation; the scale reflects the regularity 

and the continuity of franchisee participation over the different stages of the process of 

planning, developing and implementing an e-commerce strategy. The analysis of the 

empirical materials enabled the development of the four categories model below, reflecting 

�K�R�Z�� �E�U�R�D�G�O�\�� �I�U�D�Q�F�K�L�V�H�H�V�� �S�D�U�W�L�F�L�S�D�W�H�G�� �L�Q�� �W�K�H�� �Q�H�W�Z�R�U�N�¶�V�� �H-commerce strategy development. 

The categories are as follows: no involvement, involvement in making decisions on certain 

aspects, involvement in development and/or trial, and regular and continuous involvement. 

The model in Figure 4.6 illustrates this parameter. The extended version of this model is 

presented in Appendix L and contains illustrative quotes for each category. 
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 Figure 4.6: Breadth of participation scale. 

Source: Developed for this research. 

 

Firstly, the franchisors who did not involve their franchisees in the strategy 

formulation described the process as being entirely developed and executed by the head 

office. The following q�X�R�W�H�V�� �U�H�I�O�H�F�W�� �W�K�L�V�� �D�S�S�U�R�D�F�K���� �³�7�K�H�\�� �K�D�Y�H�� �E�H�H�Q�� �L�Q�I�R�U�P�H�G�� �E�X�W�� �Q�R�W��

�L�Q�Y�R�O�Y�H�G�´���� �³�7�K�H�U�H���Z�D�V���Q�R���L�Q�Y�R�O�Y�H�P�H�Q�W���R�I�� �W�K�H���I�U�D�Q�F�K�L�V�H�H�V���D�V���L�W���Z�L�O�O���Q�R�W���D�I�I�H�F�W���W�K�H�L�U���E�R�W�W�R�P��

�O�L�Q�H�´���� �³�7�K�H�\�� �Z�H�U�H�� �Q�R�W�� �P�X�F�K�� �L�Q�Y�R�O�Y�H�G���� �7�K�H�� �K�H�D�G�T�X�D�U�W�H�U�V�� �G�H�Y�H�O�R�S�H�G�� �D�Q�G�� �U�R�O�O�H�G�� �R�X�W�� �W�K�H��

�V�\�V�W�H�P���´ 

Companies where franchisees were involved in certain aspects of making a 

�G�H�F�L�V�L�R�Q�� �D�E�R�X�W�� �W�K�H�L�U�� �Q�H�W�Z�R�U�N�¶�V�� �H-commerce strategy had a slightly different approach to 

franchisee participation. They sought input and feedback either at certain critical planning 

stages of the strategy development or stages where franchisee input was absolutely 

necessary, or where the franchise agreement required an approval by franchisees. For 

�H�[�D�P�S�O�H�����V�R�P�H���I�U�D�Q�F�K�L�V�R�U�V���L�Q�G�L�F�D�W�H�G���W�K�H���I�R�O�O�R�Z�L�Q�J�����³�7�K�H�\���Z�H�U�H���L�Q�Y�R�O�Y�H�G���L�Q���L�Q�L�W�L�D�O���U�H�V�H�D�U�F�K��

and then t�K�H�\���Z�H�U�H���N�H�S�W���L�Q�I�R�U�P�H�G�´�����³�:�H���V�H�W���X�S���D���F�R�U�H���J�U�R�X�S���>�R�I���I�U�D�Q�F�K�L�V�H�H�V�@���W�K�D�W���F�U�H�D�W�H�G���D��

�Z�L�V�K���O�L�V�W���R�I���Z�H�E�V�L�W�H���U�H�I�U�H�V�K�P�H�Q�W�V�´�����³�7�K�H�\���K�D�G���L�Q�S�X�W���D�V���W�R���Z�K�D�W���W�K�H�\���Z�R�X�O�G���O�L�N�H���W�R���V�H�H���R�Q���W�K�H��

�Q�H�Z�� �Z�H�E�V�L�W�H�´���� �³�)�L�Q�D�Q�F�L�D�O�� �S�D�U�W�� �Z�D�V�� �D�U�U�L�Y�H�G�� �D�W�� �E�\�� �P�X�W�X�D�O�� �D�J�U�H�H�P�H�Q�W�´���� �³�:�H�� �R�Q�O�\�� �G�L�V�F�X�Vsed 

�S�U�L�F�L�Q�J���Z�L�W�K���I�U�D�Q�F�K�L�V�H�H�V���D�Q�G���G�H�F�L�G�H�G���W�K�H���S�U�L�F�L�Q�J���V�W�U�D�W�H�J�\���´ 
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Participation in strategy development and a trial of the system entailed more 

comprehensive input from the franchisees. Franchise systems that fell into this category had 

franchisees trialling the online ordering system or were quite extensively involved in the 

development of the e-commerce strategy. The following quotes are indicative of a majority 

�R�I�� �U�H�V�S�R�Q�V�H�V���� �³�2�Q�H�� �I�U�D�Q�F�K�L�V�H�H�� �K�H�O�G�� �D�� �W�U�L�D�O�� �R�I�� �W�K�H�� �P�R�E�L�O�H�� �R�U�G�H�U�L�Q�J�� �V�\�V�W�H�P�� �W�R�� �L�G�H�Q�W�L�I�\�� �D�Q�\��

hiccups�´�����³�6�W�D�J�H���W�Z�R���Z�L�O�O���L�Q�Y�R�O�Y�H���D���W�U�L�D�O���E�\���I�L�Y�H���V�W�R�U�H�V���´ 

Continuous and regular involvement formed 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 was continuously evaluated and taken into 

�D�F�F�R�X�Q�W���� �)�R�U�� �L�Q�V�W�D�Q�F�H���� �V�R�P�H�� �I�U�D�Q�F�K�L�V�R�U�V�� �V�D�L�G���� �³�:�H�� �D�U�H�� �D�O�Z�D�\�V�� �W�D�N�L�Q�J�� �W�K�H�L�U�� �>�I�U�D�Q�F�K�L�V�H�H�V�¶�@��

�I�H�H�G�E�D�F�N�´���� �³�)�U�D�Q�F�K�L�V�H�H�V�� �K�D�Y�H�� �K�D�G�� �U�H�J�X�O�D�U�� �L�Q�Y�R�O�Y�H�P�H�Q�W�´���� �³�W�Z�R�� �W�R�� �W�K�U�H�H�� �I�U�D�Q�F�K�L�V�H�H�V��

�F�R�Q�W�L�Q�X�R�X�V�O�\���J�D�Y�H���W�K�H�L�U���I�H�H�G�E�D�F�N�´�����³�:�H���K�D�Y�H���D���I�U�D�Q�F�K�L�V�H�H���V�X�S�S�R�U�W���J�U�R�X�S���´ 

Participation media. 

From the interviews that indicated an extensive involvement of franchisees in the 

�Q�H�W�Z�R�U�N�¶�V���H-commerce strategy, four categories emerged regarding the way that franchisee 

participation has been achieved. They were as follows: face-to-face meetings, focus groups, 

�I�U�D�Q�F�K�L�V�H�H���V�X�S�S�R�U�W���J�U�R�X�S�V�����D�Q�G���W�K�U�R�X�J�K���W�K�H���Q�H�W�Z�R�U�N�¶�V���)�$�&���P�H�H�W�L�Q�J�V�����D�V���U�H�S�U�H�V�H�Qted in the 

model in Figure 4.7. 



 

 

75 

 

 

Figure 4.7: Participation media. 

 Source: Developed for this research. 

 

Two categories deserve particular attention: franchisee support groups and FACs.  

From the point of view of this research, a group of franchisees working together and with 

the franchisor was the most effective way of engaging key stakeholders. Interviewees had 

�Y�D�U�L�R�X�V�� �G�H�V�F�U�L�S�W�L�R�Q�V�� �I�R�U�� �W�K�H�V�H�� �W�\�S�H�V�� �R�I�� �D�U�U�D�Q�J�H�P�H�Q�W�V���� �V�X�F�K�� �D�V�� �³�I�U�D�Q�F�K�L�V�H�H�� �V�X�S�S�R�U�W�� �J�U�R�X�S�´����

�³�Z�H�E�� �V�W�U�D�W�H�J�\�� �F�R�P�P�L�W�W�H�H�´���� �³�F�R�U�H�� �J�U�R�X�S�� �R�I�� �I�U�D�Q�F�K�L�V�H�H�V�´���� �³�Y�L�V�L�R�Q�L�Q�J�� �W�H�D�P�´���� �7�K�H�� �F�R�P�P�R�Q��

trait among all of them was that the franchisor had a formal process in place where a 

dedicated group of franchisees (whether nominated or self-elected) worked together on 

providing input into the strategy formulation. 

The involvement of the FAC was somewhat different from dedicated franchisee 

support groups due to the strategic operational nature of these bodies of franchisees; 

therefore they could not be as involved to the same extent as franchisee support groups, 

which were created specifically to address e-commerce issues. The involvement of FACs 
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was d�H�V�F�U�L�E�H�G�� �D�V�� �I�R�O�O�R�Z�V���� �³�)�$�&�� �L�Q�Y�R�O�Y�H�G�� �L�Q�� �I�L�Q�D�Q�F�L�D�O�� �P�R�G�H�O�O�L�Q�J�� �D�Q�G�� �R�W�K�H�U�� �V�W�D�J�H�V�´����

�³�)�U�D�Q�F�K�L�V�H�� �D�G�Y�L�V�R�U�\�� �S�D�Q�H�O�� �G�H�W�H�U�P�L�Q�H�G�� �S�U�R�G�X�F�W���� �P�D�U�N�H�W�L�Q�J���� �S�U�L�F�L�Q�J�´���� �³�1�D�W�L�R�Q�D�O�� �$�G�Y�L�V�R�U�\��

�&�R�X�Q�F�L�O���F�R�Q�V�X�O�W�H�G���D�O�R�Q�J���W�K�H���Z�D�\�´�� 

Franchisee opinions and fears. 

Factors positively influenci�Q�J���I�U�D�Q�F�K�L�V�H�H�V�¶���D�F�F�H�S�W�D�Q�F�H���R�I���H-Commerce. 

One of the aims of this research was to find out why franchisees may embrace or 

resist the introduction of e-commerce to their businesses. The responses received from the 

participants covered a wide array of feelings, opinions 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 section, the majority of respondents (75%) reported a 

�S�R�V�L�W�L�Y�H���D�Q�G���V�X�S�S�R�U�W�L�Y�H���D�W�W�L�W�X�G�H���R�I���W�K�H�L�U���I�U�D�Q�F�K�L�V�H�H�V���W�R�Z�D�U�G�V���W�K�H�L�U���Q�H�W�Z�R�U�N�¶�V���P�R�Y�H���L�Q�W�R���W�K�H��

e-commerce domain despite the fact that many of them encountered difficulties and 

�³�W�H�H�W�K�L�Q�J�� �D�W�� �W�K�H�� �V�W�D�U�W�´�� �R�I�� �W�K�L�V�� �M�R�X�U�Q�H�\. Through thematic analysis, four main reasons that 

motivated franchisees to embrace e-commerce were identified. First and foremost, 

�H��commerce was reported as assisting franchisees to increase their sales and attract more 

customers. Especially positive responses were given by those franchisees whose systems 

were designed in a way that reduced their workload since customers could largely perform 

self-service through online channels. Therefore, franchisees were more satisfied with the 

system allowing them to �³�P�D�N�H���P�R�Q�H�\���L�Q���W�K�H�L�U���V�O�H�H�S�´���D�Q�G���S�U�R�Y�L�G�L�Q�J���³�D�Q���D�G�G�L�W�L�R�Q�D�O���V�R�X�U�F�H��

�R�I���L�Q�F�R�P�H���Z�L�W�K�R�X�W���K�D�Y�L�Q�J���W�R���G�R���D�Q�\�W�K�L�Q�J�´���� 

Secondly, the e-commerce component was seen to generate leads and direct 

customers back into the store. There was consensus amongst franchisors that franchisees 

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 end of the website can be used 

to demonstrate to the franchisees the impact that the website is having. One of the 
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�I�U�D�Q�F�K�L�V�R�U�V�� �U�H�S�R�U�W�H�G�� �D�V�� �P�X�F�K�� �D�V�� �³�������� �R�I�� �D�O�O�� �H�Q�T�X�L�U�L�H�V�� �F�R�P�L�Q�J�� �I�U�R�P�� �W�K�H�� �Z�H�E�V�L�W�H�´���� �D�Q�G�� �Q�R�W��

surprisingly, their franchisees being �³�Z�H�O�O���H�Q�J�D�J�H�G�´���L�Q���W�K�H���V�W�U�Dtegy. 

Thirdly, the e-commerce 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 current marketplace 

and the need for their network to go online in order to stay competitive and thrive. They 

�U�H�D�O�L�V�H�G�� �W�K�D�W�� �L�W�� �Z�D�V�� �³�F�U�X�F�L�D�O�� �I�R�U�� �W�K�H�L�U�� �E�X�V�L�Q�H�V�V�´�� �D�Q�G�� �³�V�R�P�H�W�K�L�Q�J�� �W�K�D�W��must �K�D�S�S�H�Q�´�� �D�Q�G��

�X�Q�G�H�U�V�W�R�R�G���W�K�D�W���W�K�L�V���Z�D�V���³�W�K�H���Z�D�\���W�K�H���P�D�U�N�H�W���Z�D�V���P�R�Y�L�Q�J�´�����7�K�H���P�R�G�H�O���Eelow summarises 

and illustrates with quotes why franchisees would embrace e-commerce (Figure 4.8). 

 

Figure 4.8: Why franchisees accept e-Commerce? 

 Source: Developed for this research. 
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Factors adversely inf�O�X�H�Q�F�L�Q�J���I�U�D�Q�F�K�L�V�H�H�V�¶���D�F�F�H�S�W�D�Q�F�H���R�I���H-Commerce. 

Unlike the responses reported in the previous section, the findings discussed below 

illustrate various concerns of franchisees surrounding the introduction of e-commerce into 

�W�K�H�L�U�� �Q�H�W�Z�R�U�N�¶�V�� �E�X�V�L�Q�H�V�V���� �$�� �P�\�U�L�Dd of concerns were reported by the 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 potential barriers for the effective management and implementation of 

change. The model below (Figure 4.9) summarises concerns and fears that franchisees were 

reported to have in relation to the introduction of e-commerce. The size of the circle 

corresponds with 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 sales-related fears (such as losing 

sales or existing customers to other purely online 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), operational concerns 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 of the emotion spectrum that related to the same operational aspect. For example, 

some of those systems that were structured in a way where franchisees were required to 

�X�S�O�R�D�G�� �S�U�R�G�X�F�W�� �L�Q�I�R�U�P�D�W�L�R�Q�� �D�Q�G�� �µ�V�S�H�F�L�D�O�V�¶�� �R�Q�O�L�Q�H, encountered resistance as the online 

�F�R�P�S�R�Q�H�Q�W�� �F�U�H�D�W�H�G�� �P�R�U�H�� �Z�R�U�N�� �I�R�U�� �W�K�H�P���� �³�W�K�H�\�� �Kate it, it means they have to do a lot of 

extra work, for example, maintaining stock levels, market their specials, upload things onto 

the online system; they have not embraced it at all�´�����,�Q�G�H�H�G�����3�H�U�U�L�J�R�W���D�Q�G���3�p�Q�D�U�G�����������������S����

125) agree that in some cases, franchisees may consider the process of being involved in 

�W�K�H�� �I�X�O�I�L�O�P�H�Q�W�� �R�I�� �R�Q�O�L�Q�H�� �R�U�G�H�U�V�� �D�V�� �³�H�[�W�U�D�� �W�D�V�N�V���� �W�L�P�H-consuming and wasteful without 

�\�L�H�O�G�L�Q�J���D�Q�G���D�G�G�H�G���Y�D�O�X�H�´�� Conversely, franchisees from other systems complained that the 

system was too automated and that it deprived them of giving each customer a 

�³�S�H�U�V�R�Q�D�O�L�V�H�G���V�H�U�Y�L�F�H���H�[�S�H�U�L�H�Q�F�H�´�����$�Q�R�W�K�H�U���H�[�D�P�S�O�H���R�I���F�R�Q�I�O�L�F�W�L�Q�J���I�U�D�Q�F�K�L�V�H�H�V�¶���S�H�U�F�H�S�W�L�R�Q�V��

�R�I���W�K�H���L�P�S�D�F�W���R�I���H���F�R�P�P�H�U�F�H���L�V related to local area marketing. While it has been identified 

by some franchisees as a way of improving local area marketing, others have had 

complaints about this specific aspect of their business being undermined by e-commerce. 

 

Gaining franchisee acceptance. 

The model presented in Figure 4.10 was developed to demonstrate different ways 

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 crucial strategy was clear, consistent and timely communication with the 

franchisees about the proposed change of introducing e-commerce. In line with 

organisational change theory literature (Elving, 2005), communication needs to be 

delivered with two purposes in mind: 1) informing key stakeholders and providing them 

�Z�L�W�K���H�G�X�F�D�W�L�R�Q���D�Q�G���W�U�D�L�Q�L�Q�J���U�H�J�D�U�G�L�Q�J���W�K�H���F�K�D�Q�J�H�����D�Q�G���������F�U�H�D�W�L�Q�J���³�F�R�P�P�X�Q�L�W�\���V�S�L�U�L�W�´�����7�K�H��

latter can be achieved by creating an open dialogue through encouraging franchisee 

engagement and by committing to transparency and franchisee support. 

Another key strategy to overcoming franchisee�V�¶ resistance to change was through 

answering franchisee concerns and reflecting them in the policy and implementation 

process. For example, when franchisees had c�R�Q�F�H�U�Q�V�� �D�E�R�X�W�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �Z�H�E�V�L�W�H��
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competing with them by offering products for less than the recommended retail price, one 

of the solutions was not to compete on the price basis with other online players but rather to 

compete on the basis of service, product quality and convenience for customers. This 

strategy would reinforce the trust in the franchisor and demonstrate to the franchisees that 

�W�K�H���I�U�D�Q�F�K�L�V�R�U���L�V���Q�R�W���W�U�\�L�Q�J���W�R���X�Q�G�H�U�P�L�Q�H���W�K�H���I�U�D�Q�F�K�L�V�H�H�V�¶���E�X�V�L�Q�H�V�V�H�V���E�X�W���U�D�W�K�H�U���W�R���V�H�H�N���Z�D�\�V��

to improve the competitiveness of the whole network, meanwhile providing the 

convenience of the �µonline option�¶ to the customer. 

Model developed based on this research. 

An overarching preliminary model was developed that comprised four intertwined 

key themes: resistance to change, communication (and franchisee education/training), 

relationships, and stakeholders (Figure 4.11). In line with extant organisational change 

literature (Elving, 2005), it is hypothesised that resistance to change can be minimised, and 

therefore franchisee 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 in 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 be accomplished through several communication channels (and technology) available 

today to most businesses, as represented in the full version of this preliminary model 

presented in Appendix M. 
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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 questions 

on online sales in franchising statistics were included in Franchising Australia surveys in 

2012 and 2014 (Frazer et al., 2012; Frazer et al., 2014). In 2012, the survey sample 

consisted of 1,089 franchisors and the response rate was 11.6 percent. A total of 126 

responses was received, out of which 50 participants engaged in e-commerce 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 open-ended question about ways of sharing 

profits from online sales, and this received 44 responses, with 40 being valid for thematic 

analysis. In 2014, the Franchising Australia survey was shorter and therefore the list of 

questions 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 response rate of 11.1 percent (Frazer et al., 

2014).  

The results of Franchising Australia 2012 indicate that almost 40 percent of 

franchisors currently engage in online sales (Frazer et al., 2012). Of the remainder, some 32 

percent have expressed their intention to enga�J�H�� �L�Q�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �W�K�H�� �I�X�W�X�U�H���� �,�Q�� ������������

almost half (45%) of franchisor respondents indicated that they engage in online sales 

which represents a slight increase upon the results reported in Franchising 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 online (Karr, 2016). 

In 2012, the survey results have shown that for those franchise systems that engage 

in online sales, almost half (49%) had been doing so for between 1 and 5 years, followed by 

a further 32 percent of systems that had been doing so for between 6 and 10 years. In 2014, 

over half have been doing so for the past 5 years (68%), with 16 percent engaged in these 

activities between 6 to 10 years, consistent with the 2012 survey. Most systems appear to 

favour establishing a physical retail presence prior to developing an online sales 

infrastructure (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 

franchisees 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 

franchisor-franchisee relationship while a further 53 percent indicated that it did not affect 

the relationship at all. Only 6 percent of franchisors reported a negative influence on the 

franchisor-franchisee relationship (Frazer et al., 2012). 
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Although it is evident that online selling is gaining momentum among franchise 

systems, most franchisors 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 (32%) or because profits are retained by franchisees (21%). In 

addition, some systems distribute the revenue according to franchisee territory (17%). Only 

nine percent of franchisors indicated that they retain all the profits themselves. A minority 

(4%) of franchise systems opt to allocate all online sales revenue to the marketing fund of 

the franchise network (Frazer et al., 2014). 

In 2014, franchisors were also asked about how they distributed online sales to 

franchisees. Half the sample (50%) 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 of income derived from online sales, just under two-thirds (62%) indicated 

that they did not have such stipulations. Given the increasing prevalence of online trade in 

franchising and the legislative requirement for disclosure of online sales by the Franchising 

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 
systems employing online 
sales 

40 % 45 % 

Percentage of franchise 
systems intending to sell 
online in the future 

32 % 34 % 

Percentage of sales occurring 
online of total sales 

Under 5 % Between 1 and 20 %7 
 

Number of years engaging in 
online sales 

Less than 1 year - 10% 
1 to 5 years �± 50% 
6 to 10 years �± 32% 
11 to 15 years �± 7% 
More than 15 years �± 2% 

Less than 1 year �± 8% 
1 to 5 years �± 60% 
6 to 10 years �± 16% 
11 to 15 years �± 10% 
More than 15 years �± 6% 

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

                                                 
7 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, experience in 

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 provided to the question relating to profit sharing 

�³�+�R�Z���L�V���W�K�H���U�H�Y�H�Q�X�H���I�U�R�P���R�Q�O�L�Q�H���V�D�O�H�V���G�L�V�W�U�L�E�X�W�H�G���L�Q���\�R�X�U���I�U�D�Q�F�K�L�V�H���Q�H�W�Z�R�U�N�"�´ In total, 40 

of the responses were valid for the analysis. The responses were coded and divided into 

categories. There were two main ways of distributing the revenue from the online sales that 

were identified: (1) profit margin was credited to the franchisee whose territory incurred the 

sale (after transaction costs had been subtracted) or there was some kind of split between 

the franchisor and franchisees; or (2) the money for the online sale was paid directly to the 

�I�U�D�Q�F�K�L�V�H�H���� �I�R�U�� �H�[�D�P�S�O�H�� �Y�L�D�� �D�Q�� �µ�E�R�R�N�� �R�Q�O�L�Q�H�� �D�Q�G�� �S�L�F�N�� �X�S���S�D�\�� �L�Q�� �V�W�R�U�H�¶�� �V�\�V�W�H�P���� �,�Q�� �R�W�K�H�U��

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. Whereas, in a few cases, franchisors were 

not sharing any proceeds from e-commerce with the franchisees. Table 4.1 below 

summarises the responses to the open-ended 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 or split between 
franchisees and franchisor 

10 

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 responses 40 

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

In this research phase, 51 semi-structured interviews were conducted with 

franchisors until data saturation was achieved. The analysis thereof was complemented by 

�H�P�S�L�U�L�F�D�O�� �P�D�W�H�U�L�D�O�V�� �I�U�R�P�� �D�Q�� �L�Q�G�X�V�W�U�\�� �I�R�U�X�P�� �G�H�G�L�F�D�W�H�G�� �W�R�� �W�K�H�� �X�V�H�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q��

franchising with 70 participants, assisted by NVivo10 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 that: 

�������� �W�K�H�� �D�G�R�S�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �$�X�V�W�U�D�O�L�D�Q�� �I�U�D�Q�F�K�L�V�L�Q�J�� �K�D�V�� �D�G�Y�D�Q�F�H�G�� �I�X�U�W�K�H�U�� �F�R�P�S�D�U�H�G��

with the results from earlier studies (Frazer et al., 2012; Frazer et al., 2014; Rao & Frazer, 

2010); (2) most franchisors involved franchisees in the develo�S�P�H�Q�W�� �R�I�� �W�K�H�� �H���F�R�P�P�H�U�F�H��

strategies to various extents; (3) according to franchisor self-reported data, in many 

�Q�H�W�Z�R�U�N�V���I�U�D�Q�F�K�L�V�H�H�V���V�X�S�S�R�U�W�H�G���W�K�H���L�Q�W�U�R�G�X�F�W�L�R�Q���R�I���H���F�R�P�P�H�U�F�H���D�Q�G���Z�K�H�Q���W�K�H�\���G�L�G���Q�R�W������������

the reasons for their reserved approach were mainly fears of losing 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���F�R�P�P�H�U�F�H�� �E�H�F�D�X�V�H�� �W�K�H�\�� �V�D�Z�� �L�W�� �D�V�� �D�Q�� �D�G�G�L�W�L�Rnal marketing tool and a way to generate 

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 breadth �R�I���I�U�D�Q�F�K�L�V�H�H���S�D�U�W�L�F�L�S�D�W�L�R�Q���L�Q���W�K�H���H���F�R�Pmerce strategy were analysed. The depth 

of participation (6) was found to vary and was classified into four categories, increasing in 

the depth in ascending order: top-down process, discussion, consultation, collaboration. 

The breadth of participation (7) was also divided into four categories, likewise increasing in 

breadth in ascending order: no involvement, involvement in certain aspects, involvement in 

development or trial, and continuous and regular involvement. Moreover, the methods 

through which franchisees were engaged were investigated in the semi-structured 

interviews, and four main categories emerged: face-to-face communication; focus groups; 

�W�K�U�R�X�J�K�� �)�$�&�V���� �D�Q�G�� �W�K�U�R�X�J�K�� �³�F�R�U�H�� �J�U�R�X�S�V�� �R�I�� �N�H�\�� �I�U�D�Q�F�K�L�V�H�H�V�´���� �)�L�Q�D�O�O�\���� �������� �D�� �S�U�H�O�L�P�L�Q�D�U�\��

model was also developed to understand how to achieve franchisee acceptance of the 

�H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\���� �)�U�R�P�� �W�K�L�V�� �S�K�D�V�H�� �R�I�� �U�H�V�H�D�U�F�K���� �L�W�� �Z�D�V�� �S�U�R�S�R�V�H�G�� �W�K�D�W�� �H�I�I�H�F�W�L�Y�H��
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�F�R�P�P�X�Q�L�F�D�W�L�R�Q�� �P�H�W�K�R�G�V�� �Z�R�X�O�G�� �K�H�O�S�� �O�H�V�V�H�Q�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �I�H�D�U�V�� �D�E�R�X�W�� �W�K�H�� �L�Q�W�U�R�G�X�F�W�L�R�Q�� �R�I��

�H���F�R�P�P�H�U�F�H���L�Q�W�R���W�K�H�L�U���U�H�V�S�Hctive networks and gain franchisee 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 state of e-commerce in 

Australian franchising and how this area is affecting franchisee�±franchisor 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 interviewed. 

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 utilised to 

achieve this through a multiple case-study method (Yin, 2009). The aim of further research 

is to develop a framework of e-commerce for franchising where key strategy considerations 

will guide franchisors in developing an online marketing and sales channel for their 

network and offering a multi-channel 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 the �µwhy�¶ questions so that the theoretical underpinnings can be 

explored and theoretical contribution can be made to the body of literature pertaining to the 

�Q�H�[�X�V�� �E�H�W�Z�H�H�Q�� �H���F�R�P�P�H�U�F�H�� �D�Q�G�� �I�U�D�Q�F�K�L�V�L�Q�J���� �Z�K�H�U�H�� �V�F�K�R�O�D�U�V�� �D�F�N�Q�R�Z�O�H�G�J�H�� �W�K�D�W empirical 

research is (currently) insufficient (Cedrola & Memmo, 2009; Dixon & Quinn, 2004; 

�3�H�U�U�L�J�R�W���	���3�p�Q�D�U�G��������������. 

In addition, most current academic and industry research has assumed the 

�I�U�D�Q�F�K�L�V�R�U�V�¶���S�H�U�V�S�H�F�W�L�Y�H���R�Q���W�K�H���D�G�R�S�W�L�R�Q���D�Q�G���X�V�H���R�I���H-commerce in franchising (Perrigot & 

�3�p�Q�D�U�G���� ����������; 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 

�U�H�V�H�D�U�F�K���R�I���W�K�H���I�U�D�Q�F�K�L�V�H�H�V�¶���U�R�O�H���L�Q���G�H�F�L�V�L�R�Q-making in their networks in order to evaluate 

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 of gathering and interpreting empirical materials that are 

�U�H�S�U�H�V�H�Q�W�D�W�L�Y�H���R�I���P�X�O�W�L�S�O�H���V�W�D�N�H�K�R�O�G�H�U�V�¶���Y�L�H�Z�V�� 
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CHAPTER 5 - �)�L�Q�G�L�Q�J�V���I�U�R�P���3�K�D�V�H���,�,���R�I���5�H�V�H�D�U�F�K 

Introduction  

This chapter reports on the analytical process as well as the findings from Phase II  

of this research, 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 strategy-making is presented. 

Process of Analysis 

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 reflective tools were used, 

including memoing (Bazeley & Jackson, 2013; Birks, Chapman, & Francis, 2008), which 

requires writing a digital note that is attached to the document in question (for example, an 

interview transcript) through a link in the NVivo software. In addition, I used modelling as 

a reflective tool (Bazeley & Jackson, 2013), whereby categories and their relationships are 

visualised through the NVivo software. 

The coding for data analysis was conducted in three stages: organisational coding, 

substantive coding, and theoretical coding. Firstly, all interview data and other textual data 

were categorised into �µorganisational�¶ categories. Organisational categories function as 

�µbins�¶ for sorting data for further analysis (Maxwell, 2013). These categories could be 

described as the �µtopics�¶ that guided the questions asked during interviews.  

Given that the interview structure was fluid, with questions arising as the 

conversation developed, I used first-level coding to divide the textual data into broad 
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categories that were pre-defined beforehand by the question topics in the interview 

schedule. For example, any response pertaining to franchisee support was coded under the 

broad theme of �µfranchisee support�¶, while anything relating to �µfranchisee 

education/training�¶ was coded accordingly. 

The code-book continued to develop and evolve from the start of the current 

research phase. For example, some themes like �µfranchisee support�¶ and �µfranchisee 

education/training�¶ were pre-defined, whereas other categories emerged during the data 

collection process. For example, the theme of �µfranchisor leadership�¶ emerged through the 

interviews with franchisors; therefore, this theme was explored further in the subsequent 

interviews with franchisees.  

Following completion of the first cycle of coding, I printed out and revised the 

codes and re-read the content in the categories.  Subsequently, I merged any repeated 

categories, for example, categories �µfranchisee involvement in e-commerce strategy�¶ and 

�µprocess for franchisee involvement�¶. In addition, similar categories were grouped together 

under one overarching code; for example, �µ�Iranchisee reflections on the process�¶ and 

�µ�Iranchisor reflections on the process�¶ were clustered together under the code �µ�Ueflections 

on the process�¶. Accordingly, the number of categories was reduced by grouping them 

according to higher-level codes, making them more concise. 

Secondly, the data were categorised into substantive codes, which helped provide 

some insight into the meaning of the data. Substantive categories are primarily descriptive; 

they describe participants' beliefs and concepts (�µemic�¶��categories), and include their own 

words (in vivo). These codes stay close to the data and do not imply more abstract 

constructs. The substantive codes that emerged 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 pre-defined prior to the first round of coding appeared, for which I wrote 

memo�V�����)�R�U���H�[�D�P�S�O�H�����W�K�H���J�H�Q�H�U�D�O���F�R�Q�F�H�S�W���R�I���µ�F�K�D�Q�J�H�¶���H�P�H�U�J�H�G���D�V���I�U�D�Q�F�K�L�V�H�H�V���V�S�R�N�H���D�E�R�X�W��

the introduction of e-commerce and fears and uncertainties around this innovation. After 

second-level coding, the collated data from each category were read over. I used the models 
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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 re-reading the substantive codes, I developed more 

abstract codes by connecting 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 knowledge (so-�F�D�O�O�H�G�� �µ�H�W�L�F�¶��

categories). 

As the coding and writing of analytical notes progressed, the coding categories 

became clearer and more structured. The repetitive categories were merged and new ones 

appeared. I also continued to search for negative cases/examples that emerged from the 

interviews. 

Additional analysis tools. 

Research analytical journal. 

Another strategy for analysis was keeping a research journal (in NVivo software) in 

which I recorded my manipulations with the codes, categories and data every day, making 

note of the date and time. I also reflected on the main themes, and abstract and concrete 

concepts that arose through analysing data. 

Memoing. 

After each interview, I wrote a short memo describing the event, including the tone 

of the discussion and the main themes/ideas that arose. Each interview was then 

transcribed; most of these I completed, while the remainder were completed through a 

professional transcription service. Following this procedure, I checked each interview for 

accuracy by listening and re-listening to the audio-recording 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 extended �µparticipant memos�¶ 
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were also used to make note of contradictions, insights or preliminary findings arising from 

the responses (Bazeley & Jackson, 2013).  

Recording of analytical process through annotations. 

As I was reading and re-reading the transcripts, I used the �µannotations�¶ tool 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 this research (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). Through this 

measure, I 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 I 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 parent-node, and sometimes 

they were formed into a �µnegative case�¶ child-level node (see Figure 5.3 below). 

 

 
 

Figure 5.3: �(�[�D�P�S�O�H���R�I���µ�F�K�L�O�G-�O�H�Y�H�O�¶���Q�R�G�H. 

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

The iterative process described here helped arrive at the findings 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 in e-commerce within their industry 

was one of the key criteria for case selection; therefore I will describe in detail their 

approach to e��commerce. Second, both cases pose a strong focus on franchisee satisfaction, 

which implies thorough support structures as well as an effective 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 selected due to their similarities on key organisational 

dimensions. They were both mature and large franchise organisations, meeting the criteria 

specified in the Methodology chapter, as per Table 5.1 below. Founded in the early 1990s, 

both companies have had substantial growth in franchise units since and had established 

themselves as leaders in their industry. International operations were similarly conducted 

by both franchises in two international English-speaking markets. Due to the 

abovementioned reasons, the cases were easily comparable and the differences in their 

�H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�L�H�V���Z�H�U�H���F�O�H�D�U�O�\���L�G�H�Q�W�L�I�L�D�E�O�H�� 
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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 Mature systems (over 10 
years) �± FA survey 2014, p. 
30 

Founded in 1993 Founded in 1992 

System size Large systems (more than 
50 total units) �± FA survey 
2014, p.35) 

106 retail service 
centres (self-reported 
data 2012) 

70 retail centres and 
250 mobile (self-
reported data 2013) 

Plural form or pure form 
franchises 

Franchise organisations 
with minimal percentage of 
company-owned units 

1 company-owned 
unit 

No company-owned 
units, 100% 
franchised 

Level of franchisee 
involvement 

Prior interviews identified 
sophisticated methods of 
franchisee involvement 

High levels High levels 

Industry  Mixed service and retail Transport, postal and 
warehousing8 

Administration and 
support services9 

 

Percentage of online sales Percentage of sales through 
online channel from the 
total number of sales 

Around 5% Around 5% 

Level of e-commerce 
development and strategy 
success 

Established successful 
�H��commerce strategy 

Yes Yes 

Brand recognition Established brand in its 
industry 

Yes Yes 

International operations Franchising outside of 
Australia 

Yes (NZ and UK) 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 total, five interviews 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 9 Classification of industry according to Franchising Australia Survey 2014 (Frazer et al.) 
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project management of e-commerce implementation in both cases; that is, acting as change 

agents and communicating with franchisees about introducing e-commerce. These 

interviewees were also actively involved in the training and support of franchisees in the 

process of integrating e-commerce into their marketing channels and in-store environment.  

With regard to franchisees, their selection was based on the criteria formulated and 

presented in the Methodology chapter. Franchisees were a mixture of single-unit (SUFs) 

and multi-unit franchisees (MUFs). They were mostly long-standing 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 suburban areas to regional areas, located across different states of Australia.
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Table 5.2: Case study research participants 

Case ID  Category Gender State City or Regional 
Years with 
franchise 

Multi -unit 
(MUF)/ single-

unit (SUF) 

FAC member 
(yes/no) 

Case 1 
CS1_Franchisor 

Franchisor (Operations 
Manager) Male NSW         

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 

  
Case 2 

 
 
 
 

CS2_Franchisor 1 
Franchisor 1 (Chief 
Operations Officer) Male QLD         

CS2_Franchisor 2 
Franchisor 2 (Digital 

Marketing) Male QLD         

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: Developed for 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 relation to the e-commerce component of the franchise 

business. 

Comparison of e-Commerce strategy in Case 1 and Case 2. 

�0�R�U�H���V�S�H�F�L�I�L�F�D�O�O�\�� �Z�L�W�K���U�H�J�D�U�G���W�R���W�K�H�L�U���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�L�H�V���� �W�K�H���W�Z�R���F�D�V�H�V���V�K�D�U�H�G��

many similar characteristics, such as their profit-sharing 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. 

�%�R�W�K���F�R�P�S�D�Q�L�H�V���O�D�X�Q�F�K�H�G���W�K�H�L�U���H���F�R�P�P�H�U�F�H���S�O�D�W�I�R�U�P���L�Q���������������Z�L�W�K������ to 24 months 

leading up to launch. Another similarity was within the profit-sharing 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 organisations, 

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 products free of charge 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 the website 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 I am now can go to the [franchisor's] website 

and [make an order], and I might see them on my computer screen, and they might 

�W�K�L�Q�N���W�K�D�W���,�¶�P���L�Q�Y�R�O�Y�H�G���E�X�W���,�¶�P���Q�R�W���U�H�D�O�O�\�����7�K�H�\���D�U�H���S�D�\�L�Q�J���W�K�H�L�U���F�U�H�G�L�W���F�D�U�G���W�R���W�K�H��
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head office in [city]. And yes it may flash across my screen [...]. And they might 

�W�K�L�Q�N���W�K�D�W���W�K�H�\���D�U�H���G�H�D�O�L�Q�J���Z�L�W�K���P�H���E�X�W���W�K�H�\�¶�U�H���Q�R�W�����7�K�H�\�¶�U�H���G�H�D�O�L�Q�J���Z�L�W�K���>�Q�D�P�H���R�I���D��

company set up specifically for e-commerce], a separate company associated to me 

but not me. (CS1_F2) 

In contrast, Case 2 relied on a semi-automated order workflow. After the order 

came �W�K�U�R�X�J�K�� �W�R�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �Z�H�E�V�L�W�H���� �L�W�� �Z�R�X�O�G�� �E�H�� �P�D�Q�X�D�O�O�\�� �I�R�U�Z�D�U�G�H�G�� �W�R�� �W�K�H�� �Q�H�D�U�H�V�W��

franchisee. 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 built or hinged on emails automatically being sent between clients and 

�I�U�D�Q�F�K�L�V�H�� �S�D�U�W�Q�H�U�V���� �,�Q�V�W�H�D�G���� �³�:�H�� �D�U�H�� �J�R�L�Q�J�� �W�R�� �Z�D�O�N�� �W�K�H�� �R�U�G�H�U�V�� �W�K�U�R�X�J�K�� �Z�K�H�Q�� �W�K�H�\��

�F�R�P�H���D�Q�G���Z�H���Z�L�O�O���K�H�O�S�� �\�R�X���I�X�O�I�L�O���W�K�H�P�´���� �,�I�� �V�R�P�H�R�Q�H���J�H�W�V���D�Q���H-commerce order the 

quickest way to help them get the 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_Franchisor1) 

I generally, for instance, will follow up a franchise partner with a phone call if it's a 

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 biggest advantage were the low 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 you �S�L�F�N���D���P�R�G�H�O���W�K�D�W���V�D�\�V���³�,���D�P�������������U�H�V�S�R�Q�V�L�E�O�H���I�R�U��

�W�K�H���U�H�Y�H�Q�X�H���D�Q�G���H�[�S�H�Q�V�H�V�´�����,���H�[�S�H�F�W���W�R���E�H���D�E�O�H���W�R���J�H�W���D���G�H�W�D�L�O�H�G���U�H�S�R�U�W���H�Y�H�U�\���P�R�Q�W�K��

that shows me my revenues and my expenses - �W�R���P�D�N�H���V�X�U�H���L�W�¶�V���U�L�J�K�W�� 

Interviewer:  �$�Q�G���\�R�X���G�R�Q�¶�W���J�H�W���W�K�L�V���N�L�Q�G���R�I���U�H�S�R�U�W�" 
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Interviewee:  �1�R�����W�K�H�U�H�¶�V���Q�R�W���R�Q�H���D�Y�D�L�O�D�E�O�H�����Q�R�����6�R���Z�K�H�Q���,���J�H�W���D���F�K�H�T�X�H���D�W���W�K�H���H�Q�G��

�R�I���W�K�H���P�R�Q�W�K���,���K�D�Y�H���W�R���W�D�N�H���W�K�D�W���W�K�L�V���G�D�W�D���L�V���U�L�J�K�W�����$�Q�G���,���F�D�Q�¶�W���F�K�H�F�N���L�W�� 

In contrast, for Case 2, the greatest advantage of this semi-manual system was that 

it provided a high level of support to franchisees in relation to e-commerce orders. This was 

especially useful for franchisees who were not familiar with online technology in general. 

The challenges with this system were also a natural consequence of a model that relied on 

information being manually forwarded on. Franchisees reported that sometimes the orders 

would get lost or were not being passed on in a timely manner. 

Financial return, pricing and positioning. 

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

any new business endeavour. As it was found, the cost of setting up e-commerce was 

similar to the set-up costs of a new greenfield franchisee (Kremez, 2015), or around 

A$100,000  (Expert 5) so, financial return had to be justified for both franchisors and 

franchisees. It was found that financial return from e-commerce activity was higher in Case 

1, where the online offer was at a noticeably lower price than the in-�V�W�R�U�H���R�I�I�H�U�����µThat has 

been a great outcome that those franchisees actively 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�)�U�D�Q�F�K�L�V�R�U���¶��Whereas Case 2 enjoyed increased online presence and visibility, the 

�H��commerce activity did not always lead to more sales generated online. 

In Case 1, online service and in-store service represented two completely different 

value propositions. Online service is a low-cost service that does not take into account the 

costs of �µ�E�U�L�F�N�V���D�Q�G���P�R�U�W�D�U�¶ operations of the franchisee �D�Q�G���U�H�O�L�H�V���R�Q���W�K�H���F�X�V�W�R�P�H�U���W�R���µself-

service�¶�����,�Q-store service is more expensive and takes into account the running costs of the 

franchisee in the pricing structure. 

However, with increased financial results also came the challenge to explain the 

price differentiation to the consumer online and in-store. 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 in-store. 
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�³How come I can get it online at $33 and your shop at $66?�´ �± This is a common 

�F�R�P�P�H�Q�W�� �I�U�R�P�� �S�H�R�S�O�H���� �%�H�F�D�X�V�H�� �W�K�H�\�� �F�D�Q�� �U�H�V�H�D�U�F�K�� �S�U�L�F�H�� �R�Q�O�L�Q�H���� �$�Q�G�� �L�W�¶�V�� �D�� �E�L�W��

disruptive. You know this change is disruptive. It is very hard to explain, you 

�N�Q�R�Z�"�>�«�@�� �:�K�H�Q�� �V�R�P�H�R�Q�H�� �J�R�H�V�� �R�Q�O�L�Q�H�� �D�Q�G�� �V�H�H�V�� �D�� �E�X�G�J�H�W�� �S�U�L�F�H�� �R�I�� �>�;�� �Dmount of] 

�G�R�O�O�D�U�V���� �W�K�D�W�� �O�H�D�G�V�� �W�K�H�L�U�� �P�L�Q�G�� �L�Q�� �W�K�H�� �Z�U�R�Q�J�� �G�L�U�H�F�W�L�R�Q���� �,�W�¶�V�� �D�� �E�L�W�� �W�R�R�� �F�K�H�D�S���� �7�K�H�U�H�¶�V��

not as much customer service behind it. So, to live with that price would be a bit 

misleading of our value service, or of our service values, if you like.(CS1_F2) 

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 

�S�H�R�S�O�H�� �E�H�O�L�H�Y�H�� �W�K�D�W�� �L�W�¶�V�� �H�U�R�G�L�Q�J�� �W�K�H�L�U�� �E�X�V�L�Q�H�V�V���� �W�Z�R���� �V�D�O�H�V�� �K�D�Y�H�� �J�U�R�Z�Q�� �H�Y�H�U�\�� �\�H�D�U��

and I actually get other business out of the online. I do have these odd customers 

but I 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 positioning; �K�R�Z�H�Y�H�U�����W�K�H�\���D�F�N�Q�R�Z�O�H�G�J�H�G���D�Q�G���Z�H�U�H���D�E�O�H���W�R���O�H�Y�H�U�D�J�H���W�K�H�L�U���Q�H�W�Z�R�U�N�¶�V��

physical footprint around the country and make their e-commerce proposition a lot more 

than just a price proposition: 

It is not always going to be easy and not always going to [always]  be profitable and 

it was at full RRP but it is just creating that opportunity to look for other sales 

opportunities. (CS2_Franchisor1) 

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

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

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

�µ�Z�H�
�O�O�� �O�L�V�W�� �L�W�� �D�W�� �I�X�O�O�� �U�H�F�R�P�P�H�Q�G�H�G�� �U�H�W�D�L�O�� �S�U�L�F�H���� �R�Q�O�L�Q�H���� �E�X�W�� �Z�H�� �Z�L�O�O�� �R�I�I�H�U�� �I�U�H�H��

installation, which in effect is giving the custome�U���D���G�L�V�F�R�X�Q�W�¶�����,�W���P�H�D�Q�V���L�W�
�V���K�D�U�G�H�U��

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 finding (Kremez, 2015) has supported that both franchisees and 

franchisors understood that if their network did not introduce e-commerce, then they would 

lose their customers to other competition online. 

And my overall opinion is �± it is a bit like Kodak and Digital cameras �± �,�I���\�R�X���G�R�Q�¶�W��

do it you gonna miss out. �$�Q�G�� �H�Y�H�Q�� �W�K�R�X�J�K�� �W�R�� �V�R�P�H�� �H�[�W�H�Q�W�� �>�I�U�D�Q�F�K�L�V�R�U�¶�V�@�� �R�Q�O�L�Q�H��

�V�\�V�W�H�P���F�D�Q�Q�L�E�D�O�L�V�H�V���R�X�U���V�W�R�U�H���Z�R�U�N�����L�W���M�X�V�W���P�H�D�Q�V���W�K�D�W���L�I���Z�H���G�L�G�Q�¶�W���G�R���L�W�����F�X�V�W�R�P�H�U�V��

would just go to another online service that did. (CS1_F2) 

It also created some conflict in the channel: �³So 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 day. (CS1_F1)�  ́

Case 2, conversely, both franchisor and franchisees explicitly stated that they did 

not have channel conflict that could have been inevitable if the pricing strategy was 

different. 

�:�H���O�R�R�N�H�G���D�W���L�W���Z�K�H�Q���Z�H���O�D�X�Q�F�K�H�G���L�W���D�Q�G���Z�H���V�D�L�G�����³�:�H�O�O�����L�I�����������R�I���H-commerce is 

driven on price���� �P�D�\�E�H�� �������� �L�V�� �G�U�L�Y�H�Q�� �R�Q�� �F�R�Q�Y�H�Q�L�H�Q�F�H�� �D�Q�G�� �Y�D�O�X�H�´���� �(�Y�H�Q�� �L�I�� �Z�H�� �D�U�H��

playing in the smallest space but what we are not doing is we are not creating 

conflict between our stores and our e-commerce environment (CS2_Franchisor 

1). (emphasis added) 

Additional client -base and sales. 

In addition, a prominent finding was that financial return increased for those 

franchisees who were covering a residential area, where the online component provided 

them access to customers that they were not able to access previously. This was especially 

true for Case 1: �³I can't complain. I've been making good dollars out of it.�´ (CS1_F4) 
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So yeah, and as I say, it did probably take some more profitable sales from us. 

Having said that, it - I guess it introduced some customers into our business that 

would not normally use us because they're looking for the low-cost [...] 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 price in-store and 

therefore franchisees did not notice a considerable increase in sales directly from the online 

channel: �³�«��the e-shop, 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 a pres�H�Q�F�H���� ���&�6���B�)�����´ However, the 

�R�Y�H�U�D�O�O���V�W�U�D�W�H�J�\���L�Q���&�D�V�H�������O�H�G���W�R���F�R�Q�Y�H�U�W�L�Q�J���R�Q�O�L�Q�H���O�H�D�G�V���E�D�F�N���W�R���W�K�H���I�U�D�Q�F�K�L�V�H�H�V�¶���E�X�V�L�Q�H�V�V�H�V��

offline:  

Our objective in e-commerce is to take as many e-commerce sales back offline as 

possible. The more customers we can direct back 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 e-commerce strategy in Case 1 and Case 2 

 Case 1 Case 2 
Year of launch 
 

E-commerce was launched in 2012. E-commerce was launched in 2012. 

Profit -sharing 
system 

Franchisee bears 100% of the costs 
relating to the transaction and 
receives 100% of the profit after all 
the fees have been subtracted.  

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

Technology and 
the degree of 
automation 

Highly automated system. The 
franchisee is not involved in 
fulfilment of the order; however, can 
see the order in their system. 
 

Semi-automated/partly manual system. 
The order is delegated to the nearest 
franchisee by a dedicated head office 
staff. 

Pricing online 
 

Lower price than in-store (budget 
�R�Q�O�L�Q�H���µ�V�H�O�I-�V�H�U�Y�L�F�H�¶�� 
 

Online price is full RRP (recommended 
retail price) �± same as in-store 

Channel 
conflict 

Some conflict in the channel between 
the franchisee and customer (and 
franchisor) 
 

No conflict in the channel due to pricing 
policy 

Financial 
return  

Increased sales and profitability of 
individual franchisees 

Increase in sales online is not 
significant but rather seen as a medium 
of �µonline presence�¶ 
 

Cannibalisation 
 

Yes, to some extent No 

Additional sales 
from online 
 

Substantial number of sales 
generated from online channel. 

Number of sales from online is not very 
significant. E-commerce is used as an 
additional marketing tool. 

Order 
fulfilment  

Order is executed by 3rd party 
organisations. Franchisee to whom 
the order has been assigned is 
responsible for customer care. 
 

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

Legal aspects Separate legal entity is formed for 
the online trading with which 
customers enter into an agreement. 

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

Source: Developed for this research. 
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Franchise Relationships 

Although franchise relationships constitute a central part of this research, 

participants, when asked directly about the influence of this change/innovation on the 

franchisor�±franchisee relationship, mostly agreed that it did not influence the relationships. 

In general, they did not even talk about relationships when they were asked about them, but 

rather about other concepts relating to relationships, such as trust, franchisor leadership, 

�D�Q�G�� �W�K�H�� �F�K�D�O�O�H�Q�J�H�� �R�I�� �L�Q�W�U�R�G�X�F�L�Q�J�� �H���F�R�P�P�H�U�F�H�� �L�Q�W�R�� �W�K�H�L�U�� �Q�H�W�Z�R�U�N�� �D�Q�G�� �W�K�H�L�U�� �S�H�U�V�S�H�F�W�L�Y�H�� �R�Q��

this change both in 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) further explain 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 support and 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 

�I�U�D�Q�F�K�L�V�R�U���F�R�P�S�H�W�H�Q�F�H�����³�>�)�U�D�Q�F�K�L�V�R�U�@���L�V���Y�H�U�\���V�W�U�R�Q�J���R�Q���W�K�H���R�Q�O�L�Q�H���V�L�G�H�����>�@���D�Q�G���P�D�U�N�H�W�L�Q�J��in 

�J�H�Q�H�U�D�O�´�� ���&�6���� �)�������� �+�R�Z�H�Y�H�U���� �Z�L�W�K�� �U�H�J�D�U�G�� �W�R�� �I�U�D�Q�F�K�L�V�R�U�� �L�Q�W�H�J�U�L�W�\���� �I�L�Q�G�L�Q�J�V�� �V�K�R�Z�� �W�K�D�W�� �E�R�W�K��

cases could improve in this area. Meeting timelines is related to integrity and influences 

trust negatively should the timelines be exceeded, as happened in both cases. Furthermore, 

from earlier phases of research it was evident that design and implementation of 

�H��commerce usually involves more time than initially estimated. Therefore, it is proposed 

that allowing sufficient time for e-commerce implementation and keeping 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 

participants 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 these new sorts of 

�W�H�F�K�Q�R�O�R�J�\�� ���&�6�����)�����´���� �)�U�D�Q�F�K�L�V�R�U���S�D�U�W�L�F�L�S�D�Q�W�V���G�H�V�F�U�L�E�H�G���L�W���D�V�����V�K�R�Z�L�Q�J���W�K�H���O�H�D�G�H�U�V�K�L�S���D�Q�G��

�P�D�W�X�U�L�W�\���������V�W�U�D�W�H�J�L�F���G�L�U�H�F�W�L�R�Q�´�������,���W�K�L�Q�N���W�K�H�U�H���L�V���D�Q���H�[�S�H�F�W�D�W�L�R�Q���R�X�W���W�K�H�U�H���I�R�U���X�V���W�R���F�R�P�H���X�S��

with the initiatives, the strategies and then go back to them (CS2 Franchisor2) ". 

 

I think, franchisees join the systems to be led and to be, hopefully, better than their 

�F�R�P�S�H�W�L�W�R�U�V�����>�«�@���6�R taking a position of leadership in an area that they possibly do 

not have an expertise or knowledge in (but certainly have strong views about 

�H��commerce) was important to get buy-�L�Q���� �>�«�@ And if you are showing your 

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

�Q�R�W�� �H�U�R�G�H���L�W���,�� �G�R�Q�¶�W���W�K�L�Q�N�� �\�R�X�� �Z�L�O�O�� �J�H�W�� �W�R�R�� �P�D�Q�\�� �I�U�D�Q�F�K�L�V�H�� �S�D�U�W�Q�H�U�V�� �W�K�D�W���Z�L�O�O�� �J�H�W�� �L�Q��

the way or stand in the way. (CS2 Franchisor1) 

�(�[�S�H�U�W�V�¶���Y�L�H�Z�V���D�E�R�X�W���I�U�D�Q�F�K�L�V�R�U���O�H�D�G�H�U�V�K�L�S�� 

�)�X�U�W�K�H�U�P�R�U�H���� �H�[�S�H�U�W�V�¶�� �R�S�L�Q�L�R�Q�� �O�H�Q�W�� �F�R�Q�V�L�V�W�H�Q�W�� �V�X�S�S�R�U�W�� �W�R�� �W�K�H�� �F�R�Q�W�H�Q�W�L�R�Q�� �W�K�D�W�� �V�W�U�R�Q�J��

leadership was needed for the development of innovations of a strategic nature, such as 

�H��commerce integration into a traditional franchise system. One of the experts noted that 

franchis�H�H�V�� �Z�L�O�O�� �H�[�S�H�F�W�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�� �³to provide that leadership but sometimes it is just 

not forthcoming�  ́ (Expert 1). In addition, he explained that in cases where the franchisor 

has not had the resources to implement e-commerce or has not prioritised this matter, the 

�I�U�D�Q�F�K�L�V�H�H�V���K�D�Y�H���G�H�F�L�G�H�G���W�R���W�D�N�H���W�K�H�L�U���R�Z�Q���D�F�W�L�R�Q�V���U�H�J�D�U�G�L�Q�J���H���F�R�P�P�H�U�F�H���I�R�U���W�K�H�L�U���E�X�V�L�Q�H�V�V��
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and gone �³off and did their own thing, with their own little websites here and there, and 

Gumtree and eBay, and things like that�  ́(Expert 1), which can be ultimately damaging for 

the integrity of the franchise brand. 

Communication and Collaboration with Franchisees 

Communication was another theme that was important 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 reducing franchisees' fear of the 

unknown and for gaining franchisee acceptance of the strategy. Indeed, extant research 

findings suggest that the quality of the franchise relationship is influenced by a number of 

factors including effective communication, which is critical in ensuring a relationship 

characterised by trust and commitment (Watson & Johnson, 2010).  

 

Different strategies and media were used within the franchise network to 

communicate with franchisees pertaining to the introduction of e-commerce on two 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 level, communication style was more collaborative and 

inclusive. At the network level a power imbalance in a relationship was more evident and 

the communication strategy followed a top-down communication style; however 

franchisees still had their questions answered and concerns clarified in Case 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 
franchisees 

Regional/national meetings 
Consultations/ workshops 
Worked with FAC 
 

FAC meetings and special 
meetings 

(b) The whole franchise 
network 

National conference 
Intranet 
Ongoing support 

National convention 
Intranet 
Ongoing support 

Source: Developed for this research. 

 

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

Oh, you know, [franchisor] had meetings and I think I 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 to do. We might not always understand the full 

�S�L�F�W�X�U�H�����<�R�X���P�L�J�K�W���Q�R�W���D�O�Z�D�\�V���E�H�O�L�H�Y�H���W�K�D�W���L�W�¶�V���J�R�Q�Q�D���Z�R�U�N�����<�R�X���P�L�J�K�W���W�K�L�Q�N���³�R�K���P�\��

�*�R�G�����W�K�D�W�¶�V���J�R�Q�Q�D���W�D�N�H���D�O�O���R�X�U���E�X�V�L�Q�H�V�V�´�����%�X�W���L�W���K�D�V�Q�¶�W�� (CS1_F2) 

In both cases, the strategy went through an extended process of negotiation and 

refinement with the franchisees: �³�«we 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 pro-active business owners were not always seeking 

participation themselves: "I generally go with the flow to be perfectly honest." (CS1_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 the global 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 strategies 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 change and reduced 

their fears. 

In both cases, the launch of the e-commerce 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 understand entirely 

what was proposed. We spent a lot of time clarifying how exactly it was meant to 

�Z�R�U�N���� �>�«�@�� �6�R�� �Z�K�D�W�� �Z�H�� �G�L�G�� �L�V�� �Z�H�� �F�R�O�O�D�W�H�G�� �D�O�O�� �T�X�H�V�W�L�R�Q�V�� �I�U�R�P�� �I�U�D�Q�F�K�L�V�H�H�V�� �Z�K�L�F�K��

ended up being about 41 questions, I think. And the questions were about the 

strategy, o�S�H�U�D�W�L�R�Q�D�O�� �T�X�H�V�W�L�R�Q�V���� �W�K�H�� �U�D�W�L�R�Q�D�O�H�� �I�R�U�� �W�K�H�� �>�I�L�Q�D�Q�F�L�D�O�@�� �P�R�G�H�O�� �>�«�@�� All 

those sorts of questions. It was all about clarifying the model and how it would 

�Z�R�U�N���L�Q���U�H�D�O�L�W�\�����>�@���M�X�V�W���H�Q�D�E�O�L�Q�J���W�K�H�P���W�R���D�V�N���D�O�O���W�K�H���T�X�H�V�W�L�R�Q�V���D�E�R�X�W���³�Z�K�\���W�K�L�V�´���D�Q�G��

�³�Z�K�\���W�K�D�W�´�������&�6�����)�Uanchisor) 

Similarly, case 2 also used the national conference to inform the franchisees about 

�W�K�H�L�U���Q�H�Z���H���F�R�P�P�H�U�F�H���V�\�V�W�H�P�� 

�«�R�Q�F�H�� �D�� �\�H�D�U�� �Z�H�� �E�U�L�Q�J�� �D�O�O�� �R�I�� �R�X�U�� �I�U�D�Q�F�K�L�V�H�� �S�D�U�W�Q�H�U�V�� �W�R�J�H�W�K�H�U�� �I�R�U�� �R�X�U�� �D�Q�Q�X�D�O��

convention where we are very much focused on education and other initiatives, but 

we made a dedicated session on how we were going to tackle e-commerce. So, open 

forum �± �D�Q�\���T�X�H�V�W�L�R�Q�V���F�R�X�O�G���E�H���D�V�N�H�G�����³�+�H�U�H���L�V���W�K�H���Z�H�E�V�L�W�H�����K�H�U�H���D�U�H���W�K�H���S�U�R�G�X�F�W�V����

here is the pricing, this is how the model works, this is how an order will work, and 

�W�K�L�V���L�V���K�R�Z���\�R�X�U���G�R�O�O�D�U�V���Z�L�O�O���U�H�G�L�V�W�U�L�E�X�W�H���E�D�F�N���W�R���\�R�X�´���� �6�R���� �Z�H���D�F�W�X�D�O�O�\���W�R�R�N���L�W���R�Q�H��

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

franchise partners directly at our National Convention. (CS2 Franchisor1) 
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Communication, as a key component of any relationship, is a vital component of 

any change process. 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 be practically applied to achieve goals for franchisor-franchisee 

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

�&�R�P�P�X�Q�L�F�D�W�L�R�Q���D�W���W�K�H���)�$�&���O�H�Y�H�O�����)�$�&�¶�V���F�U�X�F�L�D�O���U�R�O�H���L�Q��the consultation 

process. 

When important strategic decisions are made that affect customers and franchisees, 

�W�D�N�L�Q�J�� �L�Q�W�R�� �D�F�F�R�X�Q�W���W�K�H�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �S�H�U�V�S�H�F�W�L�Y�H�� �L�V�� �R�I�� �S�D�U�D�P�R�X�Q�W���L�P�S�R�U�W�D�Q�F�H�� �E�H�F�D�X�V�H���� �I�L�U�V�W��

and foremost, the e-commerce model has to work operationally for the business owners and 

staff on the shopfront. 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 franchisor�V�¶ and franchisees�¶ 

collaboration so as to create solutions that will be most beneficial for the system. One of the 

ways of enacting franchisor-franchisee collaboration was through the Franchise Advisory 

Councils (FACs), which are advisory bodies of franchisees that mature large franchise 

networks normally have in place. On the other hand, the FAC is an expert body on 

operational aspects, not on fields like marketing or finance; therefore it may not be best 

�S�O�D�F�H�G���W�R���D�G�G�U�H�V�V���F�R�P�S�O�H�[���L�V�V�X�H�V���O�L�N�H���H���F�R�P�P�H�U�F�H�� 

A prominent theme that emerged 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 decided within the group. Both cases analysed had a strong and 

effective FAC. According to the Franchising Australia 2012 survey (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 their best capacity in serving the brand and franchisor-franchisee 

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, supporting their choice in showcasing their FAC structure and processes in this 

research. 

�«���R�X�U���>�@���$�G�Y�L�V�R�U�\�� �&�R�X�Q�F�L�O���>�@���L�V���D���J�U�R�X�S���R�I��five or six elected representatives that 

we use to bounce new ideas, discuss concerns [] and for us it means hearing the 

voice of 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 organisation. (CS2 Franchisor1) 

The FAC�¶s purpose is the general business overview and its expertise is mainly 

within the operational domain. E���F�R�P�P�H�U�F�H�� �F�U�R�V�V�H�V�� �R�Y�H�U�� �R�S�H�U�D�W�L�R�Q�V���� �P�D�U�N�H�W�L�Q�J���� �O�R�J�L�V�W�L�F�V����

finance and IT; therefore it requires additional knowledge in those other areas, which an 

FAC may not possess. There are mechanisms of engaging experts in areas beyond the 

FAC�¶s 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 coming up. At 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 strength of the FAC in general, as well as a key role of 

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

�,�
�P�� �D�� �V�W�U�R�Q�J�� �E�H�O�L�H�Y�H�U�� �R�I�� �W�K�H�� �$�G�Y�L�V�R�U�\�� �&�R�X�Q�F�L�O���� �>�«�@�� �V�R�P�H�� �R�I�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�H�V�� �W�K�L�Q�N��

that the FAC is purely 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) 

�+�R�Z�H�Y�H�U���� �W�K�H�U�H�� �G�L�G�� �D�S�S�H�D�U�� �W�R�� �E�H�� �D�� �µ�G�L�V�F�R�Q�Q�H�F�W�¶�� �R�U��information gap between FAC-

level franchisees and general franchisee level owners who had never participated in FAC 

meetings. 
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I guess a franchisee who is not part of that meeting only sees the results on paper. 

Sure they can get an understanding of what the result 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 I was - I'm on the Advisory Council so I was quite 

privy to quite a lot of it. So I actually had a very good idea of what was happening. 

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

Franchisees also described the process for non-FAC member franchisees to have 

input into FAC meetings: 

They also have the opportunity to contact FAC members to 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 forward at the meeting. 
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Description of FAC in Case 1 and Case 2. 

Table 5.5 below summarises the descriptions of the FAC 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 
members 

8-10 members 5-6 members 

Term of service 2 years 2 years (by rotation) 
 

Number of meetings per year 
and their format 

Annual meetings + Additional 
meeting via teleconference, if 
required 

Meets face-to-face four times a 
year; meets every month over 
telephone; 1-2 hour meetings. 

Level of FAC Only national level council, no 
regional structures in place 

Regional level council 
National level council 
-each with its own chair 

Process and inclusion of 
voices from general 
franchisee community 

Agenda goes out to the whole 
group. 
Any franchisee can put forward 
a discussion point for the 
agenda 
Any franchisee can contact 
their FAC member and discuss 
their ideas with them and have 
their ideas put forward at the 
FAC meeting. 

Each council meets once a 
month, so between two levels 
they have fortnightly meetings. 
When expertise is needed 
outside of the FAC they seek it 
from either the pool of 
franchisees, HO staff or 
external experts.  

Source: Developed for this research. 

Model for Franchisee Communication 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 the process on different levels; from 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 consulting experience. 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 research, the multi-level process was followed, 

where franchisees were involved at every stage of e-commerce 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 

implementation of e-commerce into the business model, in both cases, the franchisors and 

some franchisees (in their reflection process) clearly indicated that a special-purpose group 

would be a preferable instrument.  Such a group would have been more effective and 

efficient in �V�X�S�S�R�U�W�L�Q�J�� �D�Q�� �L�Q�Q�R�Y�D�W�L�R�Q�� �S�U�R�M�H�F�W���� �Z�K�H�U�H�� �W�K�H�� �S�U�R�M�H�F�W�¶�V�� �V�F�R�S�H��was beyond the 

�)�$�&�¶�V�� �F�R�P�S�H�W�H�Q�F�H�� ���R�X�W�V�L�G�H�� �R�I�� �J�H�Q�H�U�D�O�� �G�D�\-to-day business and outside of the operations 

area). The participants described this group of people working together as an "innovation 

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 work on e-commerce arrangements in the 

system (Kremez, 2015), which they reported was 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, 

not just 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 addition, the model 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., 2012) that is effective, it is important that the model takes this into account 

and still provides a valuable framework, regardless of the presence of an FAC. In addition, 

smaller networks generally do not have an FAC in place10; however they also need a 

                                                 
10 Franchising Australia 2012 (Frazer et al., 2012) reports that 48 percent of 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 also agreed that the use of a special group, referred hereafter as 

the Project team, is the most appropriate for addressing system-level problems of a strategic 

nature outside of the operational area of knowledge. 

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 initiatives. And of 

course, e-commerce crosses several of those things�² it involves 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 franchisor wants to propose with regard to e-commerce, 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 set up to operate for the best benefit of the system and, secondly, proper 

guidelines for the 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�¶t get 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 cases the 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 where the 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 the mean 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 area of expertise was in franchise consulting suggested that a 

project team should be used to address complex issues of this nature. They referred to this 

�V�S�H�F�L�D�O�� �S�X�U�S�R�V�H�� �J�U�R�X�S�� �L�Q�� �G�L�I�I�H�U�H�Q�W�� �Z�D�\�V���� �³�Z�R�U�N�L�Q�J�� �J�U�R�X�S�´�� ���(�[�S�H�U�W�� �������� �³�W�D�V�N�I�R�U�F�H�´�� ���(�[�S�H�U�W��

���������D�Q�G���³�V�X�E-�F�R�P�P�L�W�W�H�H�´�����(�[�S�H�U�W�����������7�K�H���U�D�W�L�R�Q�D�O�H���I�R�U���X�V�L�Q�J���D���S�U�R�M�H�F�W���W�H�D�P���L�V���L�Q���D���V�L�W�X�D�W�L�R�Q��

where the issue in consideration is beyond 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 clients: �³�«�W�K�L�V���Z�R�U�N�L�Q�J���J�U�R�X�S���Z�L�O�O���F�R�Q�V�L�V�W���R�I���I�U�D�Q�F�K�L�V�H�H�V���Z�K�R���D�U�H���P�R�U�H���V�D�Y�Y�\���L�Q��

these things than others (Expert 1)� .́ The lifespan of the project team depends on the 

achievement of the goals that were created for this project, as Expert 1 explains: 

I think the working group has got a finite life. It is very much project-focused. 

�+�H�U�H�¶�V�� �W�K�H�� �H-commerce policy. Here comes the development of the platform that 

�V�X�S�S�R�U�W�V�� �W�K�D�W�� �S�R�O�L�F�\���� �+�H�U�H�¶�V�� �W�K�H�� �H�[�H�F�X�W�L�R�Q�� �R�U�� �W�K�H�� �U�R�O�O�R�X�W�� �R�I�� �W�K�D�W�� �S�O�D�W�I�R�U�P���� �7�K�H�Q���� �,��

think once it is adopted and has a certain level of usage across the [franchise] 

group, then the working group has done what it set out to do. The ongoing 

management thereafter or the ongoing responsibility for it can be passed back to 

the franchisor with ongoing input from the FAC. But the working group is really a 

special purpose group. (Expert 1) 

�,�¶�G���P�D�N�H���L�W���D��taskforce. I think bringing it to FAC meetings is a bit general. I think 

a taskforce would work better as people are focused on a specific question. (Expert 

2) 

In situations 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 chairing the �µsub-

committee�¶ dedicated to the creation of the e-commerce 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 down to a working party �± a sub-

committee. The sub-committee 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 FAC indorsed 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 I 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) 

I was asked to chair the sub-committee as I brought some third party expertise to it. 

It was purely a franchisee sub-committee. There were no franchisor representatives 

on it. And it was six franchisees �± two from FAC and four additional franchisees 

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

of demographical areas. And we wanted a reasonable cross-section 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 about eight �Z�H�H�N�V�¶�� �Z�R�U�W�K���R�I�� �D�F�W�L�Y�H��

work with the sub-committee. (Expert 5) 

National conference was coming up so we broke the [franchise] group up into 

concurrent workshops and got the group involved that way. And then it was 

launched with about six months lead-in time, where [the] website was built etc. This 

retail group had formed a centralised arrangement. (Expert 5) 
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The model 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 for the system. The issue here 

means the issue of a strategic and ongoing nature and is associated with change 

and/or innovation of some sort that is not purely operational in nature. (Ongoing 

strategic matters that are limited to operations can be dealt with by the FAC, 

provided it is effective). 

2. Step two involves 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 franchisees�¶���)�$�&��members 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 composition of the project team�² if it was 

deemed necessary�² and the evaluation of the need to get any external experts 

involved. 

5. Step five implies the formation of the project team, which consists of franchisees 

with expertise in the subject matter, franchisor staff members 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. �6�W�H�S���V�L�[���L�Q�Y�R�O�Y�H�V���W�K�H���R�X�W�F�R�P�H�V���R�I���W�K�H���S�U�R�M�H�F�W���W�H�D�P�¶�V���Z�R�U�N���E�H�L�Q�J���F�R�P�P�X�Q�L�F�D�W�H�G���W�R��

the entire network (after being approved by the franchisor). The outcomes are 

presented by the chair of the project team (preferably a franchisee, rather than a 

�P�H�P�E�H�U���R�I���W�K�H���I�U�D�Q�F�K�L�V�R�U�¶�V���W�H�D�P���� 

7. Step seven: the outcomes/solutions are incorporated into the initial strategy 

provided there 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 to be undertaken. 
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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 of the change initiative in any organisation, and 

especially in a franchise system, serves to make sure that the change 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 ensure that the relevant training and support 

structures are in place before introducing change in a franchise network. In this section, I 

discuss the findings pertaining to the concepts of training and support of franchisees when 

�H���F�R�P�P�H�U�F�H�� �Z�D�V�� �L�Q�W�U�R�G�X�F�H�G�� �L�Q�Wo their business model, for both of the cases presented in 

this research. 
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Case 1. 

In this section, I discuss the training and support structures that were found in Case 

1 as reported by the interview participants. In addition, both franchisee and franchisor 

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 procedures set up, (2) a dedicated customer service staff 

member to help with �W�K�H���µonline�¶ side of the franchisees' businesses, and (3) field support 

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 the e-commerce system. First of 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 as being 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 

�R�Y�H�U�Y�L�H�Z�«�����&�6�����)�U�D�Q�F�K�L�V�R�U�� 

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

questions pertaining to the e-commerce 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 

�µonline�¶, and we also have our field support managers that have assisted them as 

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 via the intranet; however, there were still some 

that needed extra assistance: 

�,�W�¶�V���M�X�V�W���W�K�R�V�H���Z�K�R���K�D�Y�H���Q�R�W��really embraced it, we are still needing to hold 

their hands. (CS1 Franchisor) 

Franchisee perspective. 

�7�K�H�U�H�� �Z�D�V�� �V�R�P�H�� �G�L�Y�H�U�V�L�W�\�� �E�H�W�Z�H�H�Q�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �S�H�U�V�S�H�F�W�L�Y�H�V�� �R�Q�� �W�K�H�� �D�G�H�T�X�D�F�\��

and appropriateness of training and support provided to them around the time of the launch 

of e-commerce in their network. Some franchisees felt that the training was insufficient: 

�,�W�� �Z�D�V�� �W�K�H�U�H���� �L�W�� �Z�D�V�� �E�D�V�L�F���� �,�W�� �Z�D�V�� �M�X�V�W�� �W�K�H�� �H�Y�H�Q�L�Q�J�� �V�H�V�V�L�R�Q���� �³�7�K�L�V�� �L�V�� �Z�K�D�W�� �L�W��

�L�V�´���� �D�� �I�H�Z�� �V�F�U�H�H�Q�V�K�R�W�V���� �D�Q�G�� �³�J�R�� �D�K�H�D�G�� �D�Q�G�� �W�U�\�� �L�W�� �R�X�W�´���� �<�R�X�� �N�Q�R�Z�� �Z�K�D�W�� �,��mean? It 

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 day or every 

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 a comparison of franchisor and franchisee views. Table 5.6, 

at the end of the section, summarises the differences between franchisor and franchisee 

perspectives in both Case 1 and Case 2. 

Overview of training and support for Case 2. 

Similar to Case 1, the e-commerce platform in Case 2 was launched at an annual 

conference wherein 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) intranet website with procedures and (2) support staff member at the 

�I�U�D�Q�F�K�L�V�R�U�¶�V���R�I�I�L�F�H���W�R���J�X�L�G�H���W�K�H���I�U�D�Q�F�K�L�V�H�H�V���L�Q���W�K�H���R�Q�O�L�Q�H���W�U�D�Q�V�D�F�W�L�R�Q�� 

Franchisor perspective. 

Although during the launch of the e-commerce the franchisor did not delve into 

technical details about the system, strong support structures were provided to facilitate the 

�I�U�D�Q�F�K�L�V�H�H�V�¶���O�H�D�U�Q�L�Q�J�����7�K�H���I�U�D�Q�F�K�L�V�R�U���Z�D�V���D�E�O�H���W�R���S�U�R�Y�L�G�H���³�R�Q�H-on-�R�Q�H���K�D�Q�G���K�R�O�G�L�Q�J�´�����&�6����

Franchisor1) in the training process as normally franchisees would not receive online orders 

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 needed to 

handle the transaction. So, in effect, we trained them on the flight, would be the best 

way to describe it. (CS2 Franchisor1) 

Importantly, the individualised support was kept in place two years after the 

implementation of the e-commerce platform, so as to alleviate any concerns arising from 

the management of online orders: 

I 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 journey 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.  

�«�G�H�I�L�Q�L�W�H�O�\�� �S�O�H�Q�W�\�� �R�I�� �S�H�R�S�O�H�� �L�Q�� �W�K�H�� �K�H�D�G�� �R�I�I�L�F�H�� �W�K�D�W���Ze can always talk to if we've 

got questions or go with our concerns.  Definitely easy to find the information if we 

�Z�D�Q�W�H�G�����R�U���V�S�H�D�N���Z�L�W�K���V�R�P�H�R�Q�H�«�����&�6�����)���� 
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It was all put up. And there was nothing really to do. If an Internet sale would come 

through in a particular 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 it. Yes, 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 which the 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 

Overall description 

�x franchisor used a training night 
where a basic overview of the 
online service system was 
given 

�x support structure was created 
and included: 

(1) a comprehensive intranet 
website with all the 
procedures,  

(2) a dedicated customer service 
staff member to help with 
�µonline�¶ side of the franchisees' 
businesses, and  

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

 

�x e-commerce was launched at 
an annual conference 

�x technical details were not 
discussed at that point 

�x strong support structure 
provided, which included:  

(1) intranet website with 
procedures and 

(2) support staff member at the 
�I�U�D�Q�F�K�L�V�R�U�¶�V���R�I�I�L�F�H���W�R���J�X�L�G�H��
the franchisees in the online 
transaction. 

 

Franchisor perspective 

�x adequate training and 
information was provided 
during the training night; 

�x relevant support structured 
were provided as follow-up; 

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

�x basic training about the system 
at the annual conference; 

�x strong one-on-one support 
during the first online 
transaction, as well as some 
subsequent unusual ones. 

 

�)�U�D�Q�F�K�L�V�H�H�V�¶��
perspective 

�x training was basic, but 
sufficient 

�x support structure was provided. 

 
 

�x training was adequate 
�x support structure was 

adequate and highly 
individualised 

�x disadvantages of manual 
system were evident in some 
orders not being passed on in 
a timely manner. 

Source: Developed for this research. 
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Franchisee Attitudes and Perceptions of e-Commerce 

The examination of franchisee attitudes and perceptions of e-commerce 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 worthy contribution to 

current knowledge. Indeed, the importance of investigating the franchisee�¶�V perspective has 

been called for in previous scholarly work (Dant et al., 2011; Elango & Fried, 1997; Leslie 

& McNeill, 2010). The theme of franchisee attitudes had a wide array of emotions, feelings 

�D�Q�G�� �R�S�L�Q�L�R�Q�V�� �Z�L�W�K�L�Q�� �L�W���� �6�X�E���W�K�H�P�H�V���� �V�X�F�K�� �D�V�� �I�H�D�U���� �F�R�Q�I�X�V�L�R�Q���� �I�L�Q�D�Q�F�L�D�O�� �U�H�W�X�U�Q���� �D�F�F�H�S�W�D�Q�F�H��

and enthusiasm, emerged from the analysis. 

As a general consensus between both cases, (almost unanimously) franchisees had 

agreed that e-commerce 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 good - �Z�H�� �K�D�G�� �W�R�� �J�R�� �W�K�D�W�� �Z�D�\���� �,�¶�G�� �E�H�� �Z�L�W�K�� �L�W�� �R�Q��

������������ �7�K�D�W�¶�V�� �K�R�Z�� �L�W�� �L�V���� �R�W�K�H�U�Z�L�V�H�� �Z�R�X�O�G�¶�Y�H�� �E�H�F�R�P�H�� �R�O�G-fashioned in the 

�P�D�U�N�H�W�S�O�D�F�H���D�Q�G���Z�H���Z�R�X�O�G�¶�Y�H���D�F�W�X�D�O�O�\���O�R�V�W���P�R�U�H���E�X�V�L�Q�H�V�V���W�K�D�Q���J�D�L�Q�H�G���E�X�V�L�Q�H�V�V���E�\��

not engaging with online. (CS1_F1) 

�«���L�W���L�V���V�R�P�H�W�K�L�Q�J���W�K�D�W���G�R�H�V���Q�R�W���F�R�V�W���X�V���D�Q�\�W�K�L�Q�J���D�Q�G���L�W���J�H�W�V���X�V���L�Q�W�R���H-commerce, so 

a big bonus for us. (CS2 Franchisee3) 

Sales tool vs marketing strategy for the network. 

Furthermore, the case study confirmed the findings of previous research phase 

(Kremez, 2015; Nathan & Kremez, 2012) that financial return for individual franchisees 

may not be the key driving factor in introducing e-commerce to the franchise model. 

Nevertheless, e-commerce is seen as part of the overall marketing strategy, rather than 

merely a sales tool.  
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I come from a corporate background. So I have some appreciation of staying [�«] 

ahead of the curve or at least with the curve when it comes to technology as it 

moves along. So I'm one to embrace this change. I 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 perception has always been a positive one �± to 

take it on. (CS2_F4) 

�����L�W�¶�V���D�Q���D�G�G�H�G���R�Q���Y�D�O�X�H�����:�H���W�U�\���W�R���F�R�Y�H�U���D�O�O���V�R�U�W���R�I���P�H�G�L�X�P�V�«���L�W�¶�V���Q�R�W���M�X�V�W���D���V�D�O�H�V��

�W�R�R�O���� �L�Q�G�L�U�H�F�W�O�\�� �L�W�¶�V�� �D�� �P�D�U�N�H�W�L�Q�J�� �W�R�R�O�� �D�V�� �Z�H�O�O���� �<�R�X�¶�U�H�� �S�U�R�Y�L�G�L�Q�J�� �R�Q�O�L�Q�H�� �S�U�H�V�H�Q�F�H����

(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 development of the 

Internet and mobile technology it is (arguably) imperative for all businesses to maintain an 

online presence with interactive and transactional capabilities so as to meet the expectations 

of their customers (Nathan & Kremez, 2012). Franchisees have identified e-commerce as 

giving them an additional way of providing an online presence and reaching existing and 

new customers. 

Look, it gives us a presence. I 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) 

I don't think it was always pushed as something that was going to be a huge income 

for us. What it was pushed - well part of it, was that it was actually also very much 

a branding exercise. It gives - it gave us an area where people went searching on 

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

In both cases, the introduction of e-commerce 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 I was quite privy to quite a lot of it. So I actually 

had a very good idea of what was happening. Sometimes it could be confusing for 

other people. Yeah.(CS2_F2) 

�:�K�H�Q�� �\�R�X�� �I�L�U�V�W�� �K�H�D�U�� �D�E�R�X�W�� �L�W���� �\�R�X�
�U�H�� �D�� �O�L�W�W�O�H�� �E�L�W�� �Q�D�w�Y�H�� �D�Q�G�� �D�O�V�R�� �D�� �E�L�W�� �D�S�S�U�H�K�H�Q�V�L�Y�H��

about what could happen. (CS2_F3) 

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

nature of online trading and e-commerce in general. 

�$�Q�G�� �Z�K�H�Q�� �\�R�X�� �G�R�Q�¶�W�� �X�Q�G�H�U�V�W�D�Q�G�� �V�R�P�H�W�K�L�Q�J�� �L�V�� �D�O�Z�D�\�V�� �D�� �E�L�W�� �R�I�� �I�H�D�U���� �$�Q�G�� �Q�R�� �P�D�W�W�H�U��

�Z�K�D�W���W�K�H�\���V�D�\���W�K�D�W���I�H�D�U���G�R�H�V�Q�¶�W���J�H�W���Z�H�D�N�H�Q�H�G���R�U���G�R�H�V�Q�¶�W���J�H�W���W�D�N�H�Q���D�Z�D�\�������&�6���B�)���� 

We might not always understand the full picture. You might not always believe that 

�L�W�¶�V���J�R�Q�Q�D���Z�R�U�N�����<�R�X���P�L�J�K�W���W�K�L�Q�N���³�R�K���P�\���*�R�G�����W�K�D�W�¶�V���J�R�Q�Q�D���W�D�N�H���D�O�O���R�X�U���E�X�V�L�Q�H�V�V�´����

�%�X�W���L�W���K�D�V�Q�¶�W�������&�6���B�)���� 

I think at the time that we launched online sales, it was seen as the threat of deadly 

discounted products. I think our franchise partners wanted to be there, but at the 

same time they were worried about whether it would affect their profitability. []  I 

think the only negative or I guess unsure 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) 

�)�U�D�Q�F�K�L�V�R�U�¶�V���Y�L�H�Z���R�I���I�U�D�Q�F�K�L�V�H�H���D�W�W�L�W�X�G�H�V�� 

The franchisor 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 around e-commerce. He 

could see that there could 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 placed that went to his region. I recall a conversation 

�W�K�D�W�� �K�H�� �D�Q�G�� �,�� �K�D�G�� �D�Q�G�� �L�W�� �Z�D�V�� �D�O�R�Q�J�� �W�K�H�� �O�L�Q�H�V�� �R�I�� �µ�Z�K�D�W�¶�V�� �W�K�H�� �S�R�L�Q�W�"�� �7�K�H�� �S�U�R�G�X�F�W�� �L�V��

�J�R�L�Q�J���W�R���E�H���Z�U�R�Q�J�����$�Q�G���L�W���L�V���J�R�L�Q�J���W�R���F�R�V�W���P�H���P�R�U�H���W�L�P�H���W�K�D�Q���,���K�D�Y�H���J�R�W���W�R���V�S�D�U�H�¶����

We talked him through it and he actua�O�O�\�� �Z�H�Q�W���W�R�� �W�K�L�V�� �F�X�V�W�R�P�H�U�¶�V�� �K�R�P�H���D�Q�G�� �I�R�X�Q�G��

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 increased again. And he also found out that 

the customer was a 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. The penny drops. 

(CS2_Franchisor1) 

Customer Considerations 

�,�Q���W�K�L�V���V�H�F�W�L�R�Q���� �W�K�H���L�P�S�O�L�F�D�W�L�R�Q�V���R�I�� �W�K�L�V���U�H�V�H�D�U�F�K���I�U�R�P���W�K�H���F�X�V�W�R�P�H�U�¶�V���S�R�L�Q�W���R�I�� �Y�L�H�Z��

are detailed. Apart from the empirical materials that the case studies have provided, I have 

included quotes from expert interviews in this respect, thereby transferring tacit knowledge 

into explicit knowledge on this important matter. Firstly, I discuss the franchisee and 

franchisor views about the customer�¶�V role in the structure of their e-commerce 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 franchisor e-commerce strategy. 

The ultimate application of any business-to-consumer e-commerce strategy is for 

the customer to use it. Indeed, Lawrence and Perrigot (2015) explain that customers are in 

fact at the heart of the business and it is this relationship that must also be considered, 

analysed, and improved. In a franchise, the challenge is to integrate the e-commerce in the 
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system in such a way that it provides the customer with a multi-channel shopping 

experience that is both seamless and executed in a timely fashion. Both cases confirmed 

that they 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 across to the online service. That was always 

going to happen. Irrespective of that, we had to move into the online, the 

�H��commerce, area, because we were forced to essentially by competitors and also 

customers. So customers have certain expectations nowadays, and one of those is 

an online option. (CS1 F3) 

Another emergent theme in this respect was that customers who were searching for 

a product or a service online, generally expected to obtain this product or service at a lower 

price than was available through traditional retail channels. 

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

us because they're looking for the low-cost, low-�H�Q�G���W�\�S�H�«���6�R���W�K�H�\�
�U�H���F�X�V�W�R�P�H�U�V���Z�H��

would not normally have gotten. There's always the potential also to turn 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 benefits that e-commerce and 

�I�U�D�Q�F�K�L�V�L�Q�J�� �K�D�G�� �S�U�R�Y�L�G�H�G���� �� �,�Q�� �S�D�U�W�L�F�X�O�D�U���� �I�U�R�P�� �W�K�H�� �F�X�V�W�R�P�H�U�¶�V�� �S�R�L�Q�W���R�I�� �Y�L�H�Z���� �W�K�H�\�� �E�H�O�L�H�Y�H�G��

that their online order or purchase had a traditional �µ�E�U�L�F�N�V���D�Q�G���P�R�U�W�D�U�¶ presence behind the 

online presence. This factor might influence the co�Q�V�X�P�H�U�¶�V�� �G�H�F�L�V�L�R�Q�� �W�R�� �V�K�R�S�� �Z�L�W�K�� �D��

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 they had �µ�E�U�L�F�N�V�� �D�Q�G�� �P�R�U�W�D�U�¶, and that we were 
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always going to be there. So they had that confidence, that if they purchased 

through us they had the back-up behind them (CS2_F2). 

Online customer reviews of Case 1 and Case 2. 

In this section, I discuss customer feedback provided online in relation to 

�H��commerce 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 negative. In 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 linked with e-commerce. 

This observation could be partially due to e-commerce 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 

have had an impact on the lack of customer reviews online in relation to the e-commerce 

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.au) and Word of Mouth Online (www.womo.com.au).  

Case 1. 

Four hundred and six (406) reviews were located online. Twenty-five reviews were 

recorded over the period of one year 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 positive in general and in relation to 

�H��commerce aspects, which reflected the success of the e-commerce strategy in Case 1: 

The entire online process was incredibly simple, fast and accurate. In-store advice 

was friendly, honest and helpful at both ends (Customer review 6).  
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However, there were some common issues 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 custo�P�H�U�¶�V���S�H�U�V�S�H�F�W�L�Y�H�����W�K�H�\���D�U�H���L�Q�W�H�U�D�F�W�L�Q�J���Z�L�W�K���W�K�H���E�U�D�Q�G��

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 concomitantly decreased control and increased uncertainty for all major 

stakeholders: the customer, the franchisees and the franchisor. Thus, the cost-saving 

structure where third party organisations are contracted can have negative ramifications for 

customer experience, 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 was because I 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 for Case 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 �µin store�¶ can be confusing for the customer. The 

customer obtained different quotes through online and by contacting a franchisee and 

�F�R�P�P�H�Q�W�H�G���W�K�D�W���³�8�Q�V�X�U�H���L�I���W�K�H�\���D�U�H���W�U�\�L�Q�J���W�R���F�K�H�D�W���R�U���W�K�H�\���W�K�H�P�V�H�O�Y�H�V���G�R�Q�¶�W���N�Q�R�Z���W�K�H���U�L�J�K�W��

�S�U�L�F�H�´�����&�X�V�W�R�P�H�U���U�H�Y�L�H�Z�����������Z�K�L�F�K���P�D�\���D�O�V�R���K�D�Y�H���D���Q�H�J�D�W�L�Y�H���L�P�S�D�F�W���R�Q���W�K�H���E�U�D�Q�G���L�P�D�J�H�� 

Third, there is evidence that an online channel opens an opportunity for franchisees 

to increase customer satisfaction by taking an online transaction back offline and providing 

an excellent customer service: 

�«�� �D�I�W�H�U�� �J�H�W�W�L�Q�J�� �V�R�P�H�� �U�L�G�L�F�X�O�R�X�V�O�\�� �H�[�S�H�Q�V�L�Y�H�� �T�X�R�W�H�V�� �>��..] I came across [name of 

Case1 franchise]. 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 they did. 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 answered, and all 

complaints �Z�H�U�H�� �U�H�V�R�O�Y�H�G���� �)�U�R�P�� �W�K�H�� �F�X�V�W�R�P�H�U�¶�V�� �S�H�U�V�S�H�F�W�L�Y�H���� �W�K�L�V�� �L�Q�F�U�H�D�V�H�V�� �F�H�U�W�D�L�Q�W�\�� �W�K�D�W��

even if the service is below expectation, the complaint will be considered and resolved. 

Therefore, a comprehensive customer review policy online can have long-term benefits for 

the brand image.  

Case 2. 

Only thirteen reviews in total were found online, with none of the reviews relating 

to e-commerce transactions. Neither could any customer reviews be located on Facebook. 

There was no formal customer feedback policy in place, which was 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. 

�(�[�S�H�U�W�V�¶���Y�L�H�Z�V���R�I���F�X�V�W�R�P�H�U���F�R�Q�V�L�G�H�U�D�W�L�R�Q�V�� 

Franchising sector experts also contributed greatly to the understanding of the 

customer�V�¶ perspectives and expectations in e-commerce. First, and (perhaps) most 

importantly, there was a consensus among the experts that the perceptions of the online 

channel and its value for the end-user have changed over the last several years among the 

franchise organisations. Franchise businesses now appear to understand that if they �³do not 

accommodate for e-commerce in some kind of way, they will die, they will become 

irrelevant to the customer�  ́(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 be�I�R�U�H���� �,�W�� �L�V�� �Q�R�W�� �D�E�R�X�W�� �³�Z�H�� �D�U�H�� �D�Q�� �R�Q�O�L�Q�H�� �E�X�V�L�Q�H�V�V�´�� �R�U�� �³�Z�H�� �D�U�H�� �D��

�S�K�\�V�L�F�D�O�� �V�W�R�U�H�´���� �7�K�H�U�H�� �D�U�H�� �Q�R�� �P�R�U�H�� �E�R�X�Q�G�D�U�L�H�V�� �D�Q�G�� �F�X�V�W�R�P�H�U�V�� �G�R�� �Q�R�W�� �P�D�N�H�� �D��

distinction between an online shop and a physical store if they believe they are 

interacting with a brand. They expect to be able to buy online and exchange in 

store, or research online and buy offline, or research in-store and buy online �± 

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

(Expert interview 3) 

Second, customer purchasing decisions are more convenience-driven and less price-

driven than was previously the case: �³Of course, price still has to be competitive. The 

�F�X�V�W�R�P�H�U�V�¶�� �S�U�L�R�U�L�W�L�H�V�� �D�U�H�� �Q�R�Z�� �µ�H�D�V�H�¶���� �µ�K�D�V�V�O�H-�I�U�H�H�¶���� �µ�V�S�H�H�G�¶�� ���I�R�U�� �H�[�D�P�S�O�H�� speed of the 

transaction, fast delivery etc.)�  ́(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 how the e-commerce model 

works in a given franchise; 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 franchising 

relationship it can add to complexity, yet the value can be added to the way that 

�H��commerce 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 customer metrics 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 (for example, Domino�¶s Pizza). For those 

franchises that have embraced e-commerce effectively and come to a win-win solution with 

franchisees, it gave them a substantial competitive edge. 

Fourth, the tendency for most franchises is to integrate the online and the traditional 

channels and to structure the strategy in such a way that the customers still have a reason to 

visit the �µbricks and mortar store�¶�����W�K�X�V �H�[�S�D�Q�G�L�Q�J���W�K�H���F�X�V�W�R�P�H�U���E�D�V�H���E�\���S�X�U�V�X�L�Q�J���³�U�H�Y�H�Q�X�H��

�D�Q�G���F�X�V�W�R�P�H�U�V���W�K�D�W���G�R���Q�R�W���F�R�P�H���L�Q�W�R���W�K�H���V�W�R�U�H���Q�R�Z�´�����(�[pert interview 5). 
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Finally, experts also emphasised the importance of franchisee input in the customer 

experience side of the e-commerce strategy as franchisees are �³in the frontlines in their 

businesses in operational daily basis�  ́(Expert 1), therefore franchisees are �³best placed to 

know what the customer wants or if there is anything in the way of e-�F�R�P�P�H�U�F�H�� �W�K�D�W�¶�V��

causing concerns to customers�  ́ ���(�[�S�H�U�W�� �������� �7�K�X�V���� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �L�Q�S�X�W�� �L�Qto e-commerce 

strategy becomes invaluable for any network that aims to improve customer experience. 

The Changing Face of e-Commerce in Franchising: 2012-2016 

This section reflects the changes in the understanding of e-commerce in the 

Australian franchising sector over the course of four years, which is the time when this 

research 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 four-year period there 

has been what is tantamount to a historical shift of this concept in the Australian 

franchising sector. First, the way that both franchisors and franchisees view e-commerce 

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 franchise groups, brought 

about by a new requirement in the Franchising Code of Conduct to disclose e-commerce 

activity in the franchise agreement as well as to update the Disclosure Document to include 

this legislative change. 

At the beginning of this research, when interviews were conducted with 51 

franchise organisations, there was a great amount of uncertainty around the integration of 

�H��commerce into traditional retail or service businesses. A lot of networks were still unsure 

whether this new channel in the market 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 about e-commerce, but they were unsure about how to 

proceed. By 2016, most franchise groups understood that somehow they had to 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 remain. As one of the experts commented about the 
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�V�W�D�W�H�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �$�X�V�W�U�D�O�L�D�Q�� �I�U�D�Q�F�K�L�V�H�� �J�U�R�X�S�V�����³probably that most franchisors are 

�S�U�H�S�D�U�H�G���I�R�U���L�W�����E�X�W���G�R�Q�¶�W���N�Q�R�Z���K�R�Z���W�R���H�P�E�U�D�F�H���L�W�����D�Q�G���G�R�Q�¶�W���K�D�Y�H���W�K�H���Q�H�F�H�V�V�D�U�\���V�\�V�W�H�P�V���R�U��

structures in place to readily adopt e-commerce�  ́(Expert 1). 

 

�2�W�K�H�U���H�[�S�H�U�W�V���F�R�Q�I�L�U�P�H�G���W�K�D�W���W�K�H���X�Q�G�H�U�V�W�D�Q�G�L�Q�J���R�I���W�K�H���Q�H�H�G���W�R���H�P�E�U�D�F�H���H���F�R�P�P�H�U�F�H��

has evolved and progressed over the last few years: 

�7�K�H�U�H�¶�V�� �V�W�L�O�O�� �D�� �I�D�L�U�� �D�P�R�X�Q�W�� �R�I�� �G�H�Q�L�D�O�� �L�Q�� �W�K�H�� �V�H�F�W�R�U���� �S�U�R�E�D�E�O�\�� �Q�R�W�� �D�V�� �P�X�F�K�� �D�V�� �D�� �I�H�Z��

years ago, �D�U�R�X�Q�G�� �K�R�Z�� �W�K�L�V�� �L�V�� �L�P�S�D�F�W�L�Q�J�� �R�Q�� �S�H�R�S�O�H�¶�V�� �E�X�V�L�Q�H�V�V�H�V���� �7�K�H�U�H�� �L�V�� �D�Q��

�H�[�S�H�F�W�D�W�L�R�Q���W�K�D�W���L�V���G�U�L�Y�H�Q���S�D�U�W�O�\���E�\���S�H�R�S�O�H�¶�V���K�D�E�L�W�V���D�Q�G���S�D�U�W�O�\���E�\���R�U�J�D�Q�L�V�D�W�L�R�Q�V���W�K�D�W��

�\�R�X�¶�U�H���J�R�L�Q�J���W�R���E�X�\���P�R�U�H���D�Q�G���P�R�U�H���R�Q�O�L�Q�H�����$�Q�G���,���M�X�V�W���G�R�Q�¶�W���N�Q�R�Z���K�R�Z���L�Q���W�X�Q�H���V�R�P�H��

franchise networks are around this (Expert 2). 

Three to five years ago it was all very new for 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. Now, there are no 

more excuses, franchisors and franchisees equally understand that they have 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 �± a large market segment has been taken by a 

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

Experts confirmed that e-commerce has created a big gap between franchise 

organisations that were able to successfully integrate e-commerce into their business model 

and make it a win-win 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 e-commerce 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. One �± �/�H�W�¶�V��

just maintain the status quo, stick our heads 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 e-�F�R�P�P�H�U�F�H�«�� �)�R�U�� �H�[�D�P�S�O�H���� �+�D�U�Y�H�\�� �1�R�U�P�D�Q���� �W�K�H�\��

�U�H�I�X�V�H�G���W�R���H�Q�J�D�J�H���Z�L�W�K���L�W�����D�Q�G���W�K�H�Q���U�H�D�O�L�V�H�G���³�W�K�H���O�R�Q�J�H�U���Z�H���V�Way out of this the more 

�Z�H�¶�U�H���J�R�Q�Q�D���J�H�W���K�X�U�W�´�����$�Q�G���V�R�����W�K�H�L�U���H�[�H�F�X�W�L�Y�H���W�H�D�P���Z�H�U�H���I�R�U�F�H�G���W�R���P�R�Y�H���W�K�H�U�H�����L�Q�W�R��

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 and future 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 clauses may 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 non-franchised retailers is to sell 

internationally, as e-commerce enables this border-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 opportunities within a franchise, 

which can contribute to cost-saving, respond to customer expectations and adjust to the 

evolving traditional retail model. 

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

see it coming in �µvirtual franchisees�¶ for certain selected territories �± like a 

representative without the physical store but interfacing customers through pop-up 

�V�W�R�U�H�V���D�Q�G���N�L�R�V�N�V���H�W�F�����7�K�H���E�H�Q�H�I�L�W���L�V���W�K�D�W���W�K�H�\���G�R�Q�¶�W���K�D�Y�H���W�R���F�D�U�U�\���D�Q�\���V�W�R�F�N�����D�V���D�O�O��

sales go through the web�V�L�W�H���� �D�Q�G�� �G�R�Q�¶�W�� �K�D�Y�H�� �W�R�� �E�H�D�U�� �W�K�H�� �D�V�V�R�F�L�D�W�H�G�� �H�[�S�H�Q�V�H�V�� �R�I��

�µ�E�U�L�F�N�V���D�Q�G���P�R�U�W�D�U�¶ (rent etc.). (Expert 3) 
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�6�K�L�I�W���L�Q���I�U�D�Q�F�K�L�V�H�H�V�¶���S�H�U�F�H�S�W�L�R�Q�V�� 

�6�L�P�L�O�D�U�O�\���� �W�K�H�U�H�� �K�D�V�� �E�H�H�Q�� �D�� �V�K�L�I�W�� �L�Q�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �X�Q�G�H�U�V�W�D�Q�G�L�Q�J�� �R�I�� �H-commerce, 

which has been discussed in an earlier section in this chapter, and it has also been 

confirmed by the experts interviewed. Franchisees that are more proactive have been able 

�W�R�� �H�P�E�U�D�F�H�� �H���F�R�P�P�H�U�F�H�� �W�R�� �W�K�H�L�U�� �D�G�Y�D�Q�W�D�J�H���� �,�Q�� �F�R�Q�W�U�D�V�W���� �W�K�R�V�H�� �I�U�D�Q�F�K�L�V�H�H�V�� �Z�K�R�� �Z�H�U�H��

�V�F�H�S�W�L�F�D�O�� �D�E�R�X�W�� �H���F�R�P�P�H�U�F�H�� �K�D�Y�H�� �Q�R�Z�� �F�R�P�H�� �Wo realise its benefits and the fact that 

�H���F�R�P�P�H�U�F�H���L�V���D�Q���L�Q�W�H�J�U�D�O���S�D�U�W���R�I���W�R�G�D�\�¶�V���E�X�V�L�Q�H�V�V���� 

 

�,���W�K�L�Q�N���W�K�H���I�U�D�Q�F�K�L�V�H�H�V�¶���S�H�U�F�H�S�W�L�R�Q���K�D�V���V�K�L�I�W�H�G�����%�H�I�R�U�H���W�K�H�\���F�K�R�R�V�H���W�R���L�J�Q�R�U�H���L�W���³�,���D�P��

�O�R�V�L�Q�J���V�D�O�H�V���� �,�� �G�R�Q�¶�W���Z�D�Q�W���W�R���K�H�D�U���D�E�R�X�W���H-�F�R�P�P�H�U�F�H���´�� �1�R�Z���� �W�K�H���V�P�D�U�W���I�U�D�Q�Fhisees 

are seeing e-�F�R�P�P�H�U�F�H���D�V���D�Q���R�S�S�R�U�W�X�Q�L�W�\���W�R���H�[�S�D�Q�G���W�K�H�L�U���E�X�V�L�Q�H�V�V���³�+�R�Z���F�D�Q���,���W�D�N�H��

this as an opportunity to expand my business? How do I use it to reduce the cost of 

�G�R�L�Q�J���E�X�V�L�Q�H�V�V���D�Q�G���W�K�H���F�R�V�W���R�I���V�H�U�Y�L�Q�J���F�X�V�W�R�P�H�U�V�"�´�����(�[�S�H�U�W������ 

�,���W�K�L�Q�N���W�K�H�U�H�¶�V���E�H�H�Q���D shift almost historically where people used to see e-commerce 

�D�V�� �D�O�P�R�V�W���D�� �F�R�P�S�H�W�L�W�R�U���� �H�Y�H�Q�� �L�I�� �L�W�¶�V�� �W�K�H�� �V�D�P�H�� �E�U�D�Q�G���� �L�W���P�L�J�K�W�� �E�H�� �W�D�N�L�Q�J�� �V�D�O�H�V�� �D�Z�D�\��

�I�U�R�P���W�K�H�L�U���D�F�W�X�D�O���I�U�D�Q�F�K�L�V�H�����%�X�W���,���W�K�L�Q�N���W�K�H�U�H�¶�V���F�H�U�W�D�L�Q�O�\���J�U�H�D�W�H�U���D�S�S�U�H�F�L�D�W�L�R�Q���R�I���W�K�H��

fact that a strong e-commerce or digital presence of the franchise brand can benefit 

�H�D�F�K�� �I�U�D�Q�F�K�L�V�H�� �X�Q�L�W�� �L�Q�G�L�Y�L�G�X�D�O�O�\���� �6�R�� �H�L�W�K�H�U�� �S�H�R�S�O�H�� �N�Q�R�Z�� �Q�R�Z�� �W�K�D�W�� �L�W�¶�V�� �J�R�L�Q�J�� �W�R��

happen whether they like it or not, or they started to understand the value that this 

additional activity provides for 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 

�W�K�H���L�Q�W�U�R�G�X�F�W�L�R�Q���R�I���H���F�R�P�P�H�U�F�H���L�Q�W�R���D���I�U�D�Q�F�K�L�V�H�����K�D�Y�H���W�R���E�H���Fompleted in consultation with 

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 e-commerce without any consultation with franchisees: �³Oh, look, 

�,�� �G�R�Q�¶�W�� �W�K�L�Q�N�� �D�Q�\�R�Q�H�� �H�Y�H�U�� �J�R�W�� �D�Z�D�\���Z�L�W�K�� �L�W�«�� �W�K�H�\�� �P�L�J�K�W�� �K�D�Y�H�� �W�K�R�X�J�K�W�� �D�E�R�X�W�� �L�W�«�� �E�X�W�� �W�K�H��
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pain levels quickly arise�  ́(Expert 5). In particular, franchisors who assumed that they could 

treat e-commerce as a corporate source of income found themselves in conflict with 

franchisees: �³None of them got away with it. They tried but in the end, the reality of the 

�Z�H�L�J�K�W���R�I���W�K�H���V�L�W�X�D�W�L�R�Q�«���$�Q�G���W�K�H���I�U�D�Q�F�K�L�V�H�H�V�����U�L�J�K�W�O�\�����K�D�Y�H���U�H�D�F�W�H�G���T�X�L�W�H���K�R�V�W�L�O�H���W�R�Z�D�U�G���L�W�  ́

(Expert 5). However, those franchise groups that designed a very transparent partnership 

arrangement �³got 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 franchisees. Further, this expert interviewee suggested that those 

franchise organisations that instigated the process of e-commerce integration with a 

transparent partnership arrangement were able to launch their e-commerce strategy sooner 

than those organisations that had conflict with franchisees. 

�,�Q���D�G�G�L�W�L�R�Q�����H�[�S�H�U�W�V���K�D�Y�H���K�L�J�K�O�L�J�K�W�H�G���W�K�D�W�����X�Q�O�L�N�H���L�Q���W�K�H���H�D�U�O�\�� �\�H�D�U�V���R�I���H���F�R�P�P�H�U�F�H����

the standard practice for e-commerce in franchising is to give back to the franchisees 

regardless of the structure of the model: �³I think there is a genuine attempt by franchisors to 

�G�R�� �L�W�� �I�D�L�U�O�\�� �D�Q�G�� �W�R�� �J�L�Y�H�� �I�U�D�Q�F�K�L�V�H�H�V�� �V�R�P�H�W�K�L�Q�J�� �E�D�F�N���� �,�� �W�K�L�Q�N�� �W�K�D�W�¶�V�� �J�H�Q�H�U�D�O�O�\�� �W�K�H�� �P�R�G�X�V��

operandi�´��(Expert 2). 

Barriers, Challenges and Solutions 

Since the inception of this research, barriers to the introduc�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q��

franchising remain similar to what they were in 2012. The legislative change that requires 

franchisors to disclose e-commerce activity forced franchisors to review their franchise 

agreements and disclosure documents in this respect and take 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 incorporate e-commerce. The process of negotiating 

with franchisees and reaching an agreement on a viable e-commerce model is seen as one 

of the major barriers to e-commerce in franchising. Some networks were unable to integrate 
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e��commerce into their business models because they 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 three to eighteen months in duration. �³We 

had some clients go through 6-12 months consultation with the franchisees just to work out 

�Z�K�D�W���W�K�H���E�X�V�L�Q�H�V�V���P�R�G�H�O���Z�L�O�O���E�H�´�����(�[�S�H�U�W�������� 

Pricing. 

The data reveal that pricing of products or services online can represent a challenge 

for several reasons. First of all, customers expect to see a cheaper 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 get franchisees 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 find out the price, [it]  is not what customer is usually looking for or 

accustomed to these days. Some franchise agreements clearly state that franchisors 

�D�U�H�� �Q�R�W�� �D�O�O�R�Z�H�G�� �W�R�� �X�Q�G�H�U�F�X�W�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �S�U�L�F�L�Q�J�� so that becomes a barrier to 

�H��commerce in franchising (Expert 3). 

But I think with some intelligent discussion the majority would agree that people 

�H�[�S�H�F�W�� �W�R�� �E�X�\�� �R�Q�O�L�Q�H�� �D�� �E�L�W�� �F�K�H�D�S�H�U���� �D�Q�G�� �L�I�� �Z�H�� �Z�H�U�H�Q�¶�W�� �W�R�� �P�D�N�H�� �W�K�D�W�� �R�I�I�H�U�L�Q�J�� �W�K�H�Q��

offshore competitors would come into the space because a lot of products are 

sourced overseas. So, it was two-fold, 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 

�Z�H�U�H�Q�¶�W���J�R�L�Qg to make it cheaper 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 franchise territories in the agreements can also represent a barrier 

to e-commerce. Whether the online space comes under this definition will determine how 

much freedom the network has to design a viable structure for e-commerce. In addition, the 

fact that a lot of networks did not regulate e-commerce in their agreements led to a position 

that was conducive to some conflict. 

One of our clients had to re-write their franchise agreements as it was impossible 

for them to structure e-commerce in the desired way as franchisees owned the 

territories. I am seeing that in the last 3-4 years more and more franchise 

agreements are starting to include e-commerce clauses. (Expert 3) 

 

Where the customer is going to buy in the franchisee�¶s territory the franchisor has 

got to factor in some kind of win-win 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 the �µbricks and the clicks�¶ (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, selected (flagship) 

franchised or company-owned 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 does not fulfil the order in time, then the 

customer is left with a less than optimum service experience. On the other hand, should the 
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order be assigned to a franchisee and that franchisee treats that �µonline�¶ client as he would 

treat a 'bricks and mortar' client, 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 complicates things incredibly but it can also add value to 

the end result�± the way that e-commerce 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 assigned 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. If an order 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 

�Z�L�W�K���W�K�H���I�U�D�Q�F�K�L�V�H�¶�V���F�R�P�S�D�Q�\���S�U�R�F�H�G�X�U�H�V�����F�X�V�W�R�P�H�U���H�[�S�H�U�Lence could be sub-optimal. Such 

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 franchisee in 

what manner they provide a service. If a franchisee perceives online orders as unviable and 

as a burden to their business, he is likely to treat the client accordingly. Therefore, it is 

�L�P�S�R�U�W�D�Q�W�� �W�R�� �X�Q�G�H�U�V�W�D�Q�G�� �W�K�L�V�� �L�V�V�X�H�� �I�U�R�P�� �E�R�W�K�� �W�K�H�� �F�X�V�W�R�P�H�U�¶�V�� �S�H�U�V�S�H�F�W�L�Y�H�� �D�Q�G�� �W�K�H��

�I�U�D�Q�F�K�L�V�H�H�¶�V���S�H�U�V�S�H�F�W�L�Y�H�� 

The services 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 from online 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 win-win solution depending on what the business is and how the 

current traditional business model 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 always includes that of 

training people. 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. Therefore, another concern is to make the e-commerce technology easy 

for franchisees to use and to train them appropriately. 

�7�K�H�U�H���L�V���Q�R���S�R�L�Q�W���W�D�O�N�L�Q�J���W�R���D���I�U�D�Q�F�K�L�V�H�H���Z�K�R���F�D�Q�¶�W���W�X�U�Q���R�Q���D���F�R�P�S�X�W�H�U���R�U���Z�K�R���F�D�Q�¶�W��

check their email or does not log in to his online management portal every week 

(Expert 1). 

Choice of most appropriate technology. 

Another important decision revolves around the choice of an appropriate 

�H��commerce platform.  

Some platforms can be very powerful but also very expensive and sometimes an 

overkill 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 Magento (e-commerce 

platform), which meets the needs of a lot of our clients (Expert 4). 

Funding of e-Commerce set-up. 

T�K�H���T�X�H�V�W�L�R�Q���R�I���Z�K�H�W�K�H�U���W�K�H���H���F�R�P�P�H�U�F�H���L�Q�I�U�D�V�W�U�X�F�W�X�U�H���L�V���I�X�Q�G�H�G���E�\���W�K�H���I�U�D�Q�F�K�L�V�R�U��

or by the franchisees through the marketing fund, or through additional contributions from 

franchisees is one of a disputable nature. The decision should be based on multiple factors. 

�«���D�Q�\�� �S�U�R�M�H�F�W���W�K�D�W���U�H�T�X�L�U�H�V���I�X�Q�G�L�Q�J���� �Z�K�H�U�H���I�U�D�Q�F�K�L�V�H�H�V���D�U�H���H�[�S�H�F�W�H�G���W�R���F�R�Q�W�U�L�E�X�W�H��

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 the franchisees 

but the larger projects like e-commerce 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 with one of our clients (Expert 4). 

Conclusion 

This chapter reports the findings of Phase II of this doctoral research. The findings 

reported here emerged through a rigorous qualitative research process which included 

interview data analysis as well as the analysis 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 franchising 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. Two main 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 whether a given franchisee was an FAC member.  

�6�H�F�R�Q�G���� �)�$�&�� �Z�D�V�� �I�R�X�Q�G�� �W�R�� �E�H�� �L�Q�V�W�U�X�P�H�Q�W�D�O�� �L�Q�� �K�D�Y�L�Q�J�� �L�Q�S�X�W�� �L�Q�W�R�� �W�K�H�� �H���F�R�P�P�H�U�F�H��

strategy; however, both Case 1 and Case 2 later reflected that a special purpose group 

would have been better suited to address issues and challenges presented at the time of the 

�L�Q�W�U�R�G�X�F�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�W�R�� �W�K�H�� �Q�H�W�Z�R�U�N���� �7�K�L�V�� �U�H�I�O�H�F�W�V�� �W�K�H�� �W�K�L�U�G�� �S�R�L�Q�W�� �L�Q�� �W�K�H�� �I�L�Q�G�L�Q�J�V��

from Phase II, which highlights the usefulness of the project team approach for seeking 

franchisee input into strategy and gaining franchisee acceptance. Consequently, a practical 

�P�R�G�H�O�� �I�R�U�� �I�U�D�Q�F�K�L�V�H�H�� �H�Q�J�D�J�H�P�H�Q�W�� �L�Q�� �W�K�H�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �F�U�H�D�W�L�R�Q�� �Z�D�V�� �G�H�Y�H�O�R�S�H�G�� �W�R��

assist the implementation of the project team approach. Fourth, the appropriate amount of 

training and support f�U�R�P�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�� �Z�D�V�� �Y�L�W�D�O�� �I�R�U�� �I�U�D�Q�F�K�L�V�H�H�� �D�G�R�S�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H��
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and the transition to prioritising online sales in their daily operations. Fifth, franchisee 

�S�H�U�V�S�H�F�W�L�Y�H�V���R�Q���H���F�R�P�P�H�U�F�H���Z�H�U�H���H�[�S�O�R�U�H�G���D�Q�G���L�W���Z�D�V���I�R�X�Q�G���W�K�D�W���R�Q�F�H���W�K�H���I�U�D�Q�F�K�L�V�H�H�V���I�X�O�O�\��

understand the strategy they will (accordingly) perceive additional benefits in this change. 

Lastly, consumer considerations are an important aspect of an �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �D�Q�G��

appropriate policies need to be in place for customer reviews online (relating to online sales 

or otherwise). 
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CHAPTER 6 - �/�H�J�D�O���&�R�Q�V�L�G�H�U�D�W�L�R�Q�V���D�Q�G���$�Q�D�O�\�V�L�V 

Introduction  

The primary purpose of this chapter is to examine the legal issues pertaining to the 

�X�V�H���R�I���H���F�R�P�P�H�U�F�H���L�Q��the Australian franchising sector. The legal analysis conducted in this 

phase of research aims to address the research question as to how the development of 

�H��commerce in franchising has changed the legal landscape. Considering the history of 

conflict between franchisors and franchisees in this respect, the complexity that the legal 

�D�V�S�H�F�W�V�� �R�I�� �H���F�R�P�P�H�U�F�H�� �E�U�L�Q�J�V�� �W�R�� �I�U�D�Q�F�K�L�V�H�� �R�U�J�D�Q�L�V�D�W�L�R�Q�V��has led to the importance of 

dedicating a separate chapter in this thesis to legal issues pertaining to the nexus between 

�H���F�R�P�P�H�U�F�H and franchising. This chapter is critical since it attempts to contextualise how 

�W�K�H���G�H�Y�H�O�R�S�P�H�Q�W���R�I���H���F�R�P�P�H�U�F�H���L�Q���I�U�D�Q�F�K�L�V�L�Q�J���K�D�V���F�K�D�Q�J�H�G���W�K�H���O�D�Z���� 

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 analysis of a 

�F�R�P�E�L�Q�D�W�L�R�Q���R�I���P�X�O�W�L�S�O�H���V�R�X�U�F�H�V���R�I���G�D�W�D���U�H�O�D�W�H�G���W�R���W�K�H���O�H�J�D�O���L�V�V�X�H�V���S�H�U�W�D�L�Q�L�Q�J���W�R���H���F�Rmmerce 

in Australian franchised businesses. The approach in this chapter is a contingent one, since 

�,���G�L�G���Q�R�W���V�H�H�N���W�R���H�[�D�P�L�Q�H���F�R�Q�V�X�P�H�U�V�¶���U�L�J�K�W�V���L�Q���U�H�O�D�W�L�R�Q���W�R���W�K�L�V��issue. Rather, I examine the 

�V�L�J�Q�L�I�L�F�D�Q�W�� �L�P�S�D�F�W�V�� �Z�K�L�F�K�� �H���F�R�P�P�H�U�F�H�� �F�D�Q�� �K�D�Y�H�� �R�Q�� �I�U�D�Q�F�K�L�V�H�G�� �E�X�V�L�Q�H�V�V�H�V�� �D�Q�G�� �O�H�J�D�O��

challenges that often go beyond the scope of the traditional retail and service market 

channels. 

The data pertaining to this chapter were collected 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 decision to include interview data was made due to the 

preponderance of practical information sourced from articles dating back to the early 

2000s. Therefore, it was imperative to use the expert knowledge of practitioners who work 

in the franchising sector to determine whether there has been a shift in franchisor-

franchisee legal relationships to accommodate the introduction of e-commerce. In total, five 

interviews were included in this analysis as per Appendix N, with an interview schedule 
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�J�X�L�G�L�Q�J�� �O�D�Z�\�H�U�V�¶�� �L�Q�W�H�Uviews as per Appendix O. The identification of key issues was 

enabled through revising existing literature as well as analysing the interviews, which 

extends the outcome further. The secondary data includes books, research studies, journal 

articles, and reports.  

The structure of this chapter is as follows. Firstly, the legal and commercial issues 

�S�H�U�W�D�L�Q�L�Q�J�� �W�R�� �W�K�H�� �X�V�H�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �$�X�V�W�U�D�O�L�D�Q�� �I�U�D�Q�F�K�L�V�H�G�� �V�\�V�W�H�P�V�� �D�U�H�� �G�L�V�F�X�V�V�H�G�� �L�Q��

conjunction with the relevant literature and empirical materials from expert interviews. 

Secondly, a legal analysis of both statute and common law is presented. For this purpose, 

�K�R�Z�� �W�K�H�� �H�[�L�V�W�L�Q�J�� �O�D�Z�V�� ���E�R�W�K�� �V�W�D�W�X�W�H�� �D�Q�G�� �F�R�P�P�R�Q�� �O�D�Z���� �D�S�S�O�\�� �W�R�� �W�K�H�� �X�V�H�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q��

franchising is examined. In order to do so, the relevant sections of the Franchising Code of 

Conduct as well as the Australian Consumer Law (ACL) are reviewed.  Adding to these, 

possible implications of the recent Treasury Legislation Amendment (Small Business and 

Unfair Contract Terms) Act 2015 (Cth) are also briefly discussed. In addition, relevant case 

law is examined and analysed. Finally, the chapter concludes with recommendations for the 

franchising sector in this dynamic domain. 

The Legal and Commercial Issues 

�7�K�H�� �D�G�R�S�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �E�\�� �I�U�D�Q�F�K�L�V�H�G�� �R�U�J�D�Q�L�V�D�W�L�R�Q�V�� �Pay give rise to several 

commercial and legal issues. In particular, encroachment by a franchisor with their 

�I�U�D�Q�F�K�L�V�H�H�V�� �U�H�S�U�H�V�H�Q�W�V�� �W�K�H�� �F�R�U�H�� �S�R�W�H�Q�W�L�D�O�� �L�V�V�X�H�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �H���F�R�P�P�H�U�F�H�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q��

franchising. Although encroachment in franchising can take several forms, for example, 

territorial encroachment, product or service encroachment, and trademark encroachment 

(Emerson, 2010; Vincent, 1998), this research restricted its focus to product or service 

encroachment via the online channel or �µ�H-encroachment�¶��(Voropanova & Cliquet, 2016), 

which was discussed in Chapter 2. This type of encroachment emerged due to the 

development of alternative channels of distribution (that is, online). In particular, the 

development of the Internet and mobile technologies and their use in business may lead to 

product and service encroachment in franchising (Kaufmann et al., 2010; Terry, 2002). The 

threat for the franchisees and the overall stability of the franchise system when considering 



 

 

147 

 

online distribution, relates to when existing franchisees lose customers through distribution 

channels other than those subject to the franchise, such as from a supermarket, through 

mail-order or the Internet (Hellriegel & Vincent, 2000; Purvin, 1994; Terry, 2002).  

Furthermore, it is important 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 business-to-consumer e-commerce (Terry, 

2002). In fact, encroachment�² territorial or other business expansion by the franchisor that 

invades the actual or perceived rights of an existing franchisee�² is arguably the greatest 

challenge to the penetration of e-commerce in the franchising sector (Giles, 2012; Terry, 

2002). Encroachment may be also seen by franchisees as a franchisor competing with 

franchisees through an online (and potentially unrestricted) channel. This issue has been 

�D�O�V�R���F�R�Q�I�L�U�P�H�G���E�\���W�K�H���G�D�W�D���G�H�U�L�Y�H�G���I�U�R�P���H�[�S�H�U�W���L�Q�W�H�U�Y�L�H�Z�V���Z�K�H�U�H�E�\���W�K�H���I�U�D�Q�F�K�L�V�R�U�¶�V���R�Q�O�L�Q�H��

activity may be set �X�S���L�Q���F�R�P�S�H�W�L�W�L�R�Q���Z�L�W�K���I�U�D�Q�F�K�L�V�H�H�V�¶���E�X�V�L�Q�H�V�V�H�V�� 

�7�K�H�� �P�D�L�Q�� �S�R�L�Q�W���L�V�� �W�K�D�W���W�K�H�� �I�U�D�Q�F�K�L�V�R�U�� �L�V�� �F�R�P�S�H�W�L�Q�J�� �Z�L�W�K�� �I�U�D�Q�F�K�L�V�H�H�V���� �:�H�O�O���� �L�W�¶�V�� �R�Q�H��

�W�K�L�Q�J���Z�K�H�U�H���L�W���L�V���D���F�R�O�O�D�E�R�U�D�W�L�Y�H���H�I�I�R�U�W���Z�K�H�U�H���L�W�¶�V���G�R�Q�H���I�R�U���W�K�H���E�H�Q�H�I�L�W���R�I���W�K�H���J�U�R�X�S����

�L�W�¶�V�� �D�Q�R�W�K�H�U�� �Z�K�H�U�H����say, I have an exclusive territory and do my marketing, if the 

franchisor sells within my territory that cuts the number of customers that I can 

potentially have (Expert 6).  

Exclusive v non-exclusive franchise territory. 

The issue of exclusivity in franchise contracts has also become one of the most 

contentious issues in litigation (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 

unconscionable, and 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 

�I�U�D�Q�F�K�L�V�H�H�V���D�V���W�K�L�V���F�K�D�Q�Q�H�O���L�V���F�R�Q�V�L�G�H�U�H�G���W�R���E�H���S�D�U�W���R�I���W�K�H���I�U�D�Q�F�K�L�V�H�H�¶�V���W�H�U�U�L�W�R�U�\���D�V���G�H�I�L�Q�H�G���L�Q��
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the franchise agreement. According to the legal principles in contract law, if terms of a 

contract are ambiguous in relation to which channels the franchisee has exclusive rights 

over, then these terms will be interpreted contra proferentem (Terry, 2002), which means 

that they will be interpreted unfavourably for the party that drafted this agreement, namely, 

the franchisor. Therefore, if the franchise agreement is silent on the �P�D�W�W�H�U���R�I���H���F�R�P�P�H�U�F�H��

and there is a clause that states that the franchisee has exclusive rights in the specified 

territory, where the territory is not clearly 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 territory, the situation is different. When the franchisor designs how the 

�R�Q�O�L�Q�H�� �F�K�D�Q�Q�H�O�� �L�V�� �J�R�L�Q�J�� �W�R�� �E�H�� �L�Q�W�H�J�U�D�W�H�G�� �L�Q�W�R�� �W�K�H�� �Q�H�W�Z�R�U�N�¶�V�� �R�S�H�U�D�W�L�R�Q�V���� �W�K�H�� �U�H�O�H�Y�D�Q�W�� �O�D�Z�V��

under both common and statutory laws can be used to protect the franchisees from unfair 

competition by the franchisor via online sales, which 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 agreements do not regulate Internet use by 

franchisors and franchisees (Floriani & Lindsey, 2002).   

In the franchising relationship, the key governing role is played by the franchise 

agreements. Many important aspects of operating a franchise are regulated by the contract 

between the franchisor and the franchisee. Therefore, much depends on this contract in 

relation to the rights and obligations of parties. The contract consists of two essential 

�G�R�F�X�P�H�Q�W�V���� �I�U�D�Q�F�K�L�V�H�� �D�J�U�H�H�P�H�Q�W�� �D�Q�G�� �G�L�V�F�O�R�V�X�U�H�� �G�R�F�X�P�H�Q�W���� �$�V�� �I�U�D�Q�F�K�L�V�R�U�V�¶�� �V�R�Oicitors draft 

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 and legally obliged 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 to a weaker power position for the 

franchisee (Buchan, Frazer, Weaven, Tran-Nam, & Grace, 2016). 
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�5�H�J�X�O�D�W�L�R�Q���R�I���H���F�R�P�P�H�U�F�H���L�Q���I�U�D�Q�F�K�L�V�H���D�J�U�H�H�P�H�Q�W�V�� 

�7�K�H�� �I�L�U�V�W�� �L�V�V�X�H�� �L�Q�� �U�H�O�D�W�L�R�Q�� �W�R�� �I�U�D�Q�F�K�L�V�H�� �D�J�U�H�H�P�H�Q�W�V�� �D�Q�G�� �W�K�H�� �X�V�H�� �R�I�� �H���F�R�P�P�H�U�F�H�� �E�\��

either franchisee or franchisor is 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 sales due to the introduction of the 

revised Code. Due to confidentiality of the contracts, the only way to expose the 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 evolution of the franchise 

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 the revised Franchising Code of Conduct in January 2015. Where five years 

ago few �D�J�U�H�H�P�H�Q�W�V���F�R�Q�W�H�P�S�O�D�W�H�G���H���F�R�P�P�H�U�F�H�����Q�R�Z���P�R�U�H���D�Q�G���P�R�U�H���I�U�D�Q�F�K�L�V�H���Q�H�W�Z�R�U�N�V���D�U�H��

starting to include the provisions in their franchise agreements as well as disclosing full 

detail in their disclosure documents regarding online sales. Since 31st October 2015, all 

Australian franchisors were required to be compliant with the requirements of the revised 

Code. 

The reality is that a large number of franchise agreements do not even contemplate 

e-commerce or have not contemplated e-commerce. 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 are 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 using franchisor 

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 issue of �H���F�R�P�P�H�U�F�H���� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�� �K�D�V�� �O�H�I�W��

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 franchise agreements or policy 

�W�K�D�W���J�R�Y�H�U�Q�V���W�K�L�V�����7�\�S�L�F�D�O�O�\�����>�«�@���I�U�D�Q�F�K�L�V�H���D�J�U�H�H�P�H�Q�W�V���G�R���K�D�Y�H���D���S�U�R�Y�L�V�L�R�Q���W�K�D�W���W�K�H��

franchisee is not allowed to register business names or trade names using the 

�I�U�D�Q�F�K�L�V�R�U�¶�V�� �Q�D�P�H�� �Z�L�W�K�R�X�W�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�V�¶�� �F�R�Q�V�H�Q�W���� �%�X�W�� �W�\�S�L�F�D�O�O�\���� �W�K�D�W has not 

included the Internet, online or social media prohibitions by the covenant or 

�H��commerce prohibitions by the covenant (Expert 1).  

The development of franchise agreements. 

One of the definitive findings of this research is that franchise agreements are 

�H�Y�R�O�Y�L�Q�J���W�R���P�D�W�F�K���W�K�H���G�H�Y�H�O�R�S�P�H�Q�W�V���R�I���H���F�R�P�P�H�U�F�H���V�R���W�K�D�W���W�K�H���Z�K�R�O�H���I�U�D�Q�F�K�L�V�H���V�H�F�W�R�U���F�D�Q��

remain competitive and offer the same multi-channel shopping experience to customers as 

their non-franchised counterparts. Importantly, these developments have occurred 

independently of provisions included within the revised Franchising Code of Conduct. 

 

Obviously franchisors are increasingly adding these things today but where legal 

�G�R�F�X�P�H�Q�W�V�� �D�U�H�� �R�X�W�� �R�I�� �G�D�W�H���� �L�W�� �G�R�H�V�Q�¶�W�� �S�U�R�W�H�F�W�� �W�K�H�L�U�� �L�Q�W�H�U�H�V�W�V�� �L�Q�� �W�K�L�V�� �D�U�H�D���� �7�K�H�Q�� �Whe 

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 the [revised] Code this year many 

companies were forced to go and have a look at the agreements and make sure that 

they were compliant with the [revised] Code. As a by-product, it is also forcing 

them to look at their business model as well. So, what we might find with the 

implementation of the [revised] Code is that more systems are becoming �µe-

commerce aware�¶ and more systems are including provisions for �µthat�¶ or 

covenants for �µthat�¶ in the franchise agreements. Particularly as there is a 

disclosure requirement under the [revised] Code as to how the proceeds of any 

online sales will be dealt with (Expert 1). 
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A legal expert (Expert 6) explained that although most franchise agreements 

�F�X�U�U�H�Q�W�O�\�� �G�H�D�O�� �Z�L�W�K�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �R�Q�H�� �R�U�� �D�Q�R�W�K�H�U�� �Z�D�\���� �V�R�P�H�� �R�I�� �W�K�H�P�� �G�R�� �Q�R�W�� �D�G�H�T�X�D�W�H�O�\��

explain operational details pertaining to terms of profit-sharing, order fulfilment and other 

crucial aspects: 

�7�K�H�U�H���D�U�H���V�R�P�H���>�D�J�U�H�H�P�H�Q�W�V�@���W�K�D�W���\�R�X���F�D�Q�¶�W���U�H�D�O�O�\���S�L�F�N���R�Q�����$�Q�G���,�¶�Y�H���V�H�H�Q���V�R�P�H���W�K�D�W��

�D�U�H���T�X�L�W�H���I�D�U���I�U�R�P���Z�K�D�W���K�D�S�S�H�Q�V�����,�W�¶�V���P�R�U�H���J�H�Q�H�U�D�O�����O�L�N�H���³�Z�H���F�D�Q���V�H�O�O���R�Q�O�L�Q�H�´�����(�Q�G��

of story (Expert 6). 

In addition, before the legislative requirement to include the online sales 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 without any restrictions in the online channel 

and �Z�L�W�K�R�X�W���D�Q�\���U�H�J�D�U�G���W�R���I�U�D�Q�F�K�L�V�H�H�V�¶���U�L�J�K�W�V�� 

A lot of the times I 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 exclusive franchise territory and instead, �X�V�H�� �W�H�U�P�V�� �O�L�N�H�� �µ�S�U�L�P�H�� �P�D�U�N�H�W�L�Q�J��

�D�U�H�D�¶�����(�[�S�H�U�W���������� �D�Q�G���G�H�I�L�Q�H�G���W�H�U�U�L�W�R�U�L�H�V���� �Z�K�L�F�K���P�D�\�� �E�H���O�L�P�L�W�H�G���W�R���D���S�K�\�V�L�F�D�O���V�W�R�U�H���O�R�F�D�W�L�R�Q��

(Expert 6). 

Price fixing and dual pricing. 

�2�Q�H�� �R�I�� �W�K�H�� �L�V�V�X�H�V�� �F�R�Q�Q�H�F�W�H�G�� �Z�L�W�K�� �D�Q�\�� �H���F�R�P�P�H�U�F�H��arrangement in franchising is 

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 franchise, from a company-owned store or a non-franchised business. Therefore, 

this creates some conflict in the channel where a franchisor seeks to create a multi-channel 

customer experience. In addition, franchise agreements may regulate pricing to some 
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extent; for example, they can suggest a RRP (recommended 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 price we had 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 avoid price fixing is to have a dual price policy, with 

different prices for the online and in-store 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 problems; for example, the difficulty of managing individual prices of 

franchisees and compromising customer experience, as �³having to type in your postcode to 

find out the price is not exactly the customer experience most people are looking for 

nowadays�  ́(Expert 3): 

For example, if you go see [company name] website you will see a warning 

statement there and usually the online price is less than the in-store price. So there 

is a dual-price. You have your discounted online pricing and the price that you get 

when you walk 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 selling online. 

�$�Q�R�W�K�H�U�� �L�V�V�X�H�� �W�K�D�W�� �P�D�\�� �D�U�L�V�H�� �D�V�� �D�� �U�H�V�X�O�W�� �R�I�� �W�K�H�� �S�U�R�O�L�I�H�U�D�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �W�K�H��

franchised networks is the use of alternative online distribution channels by franchisees. 

�)�R�U�� �H�[�D�P�S�O�H���� �L�I�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�� �G�R�H�V�� �Q�R�W�� �K�D�Y�H�� �D�� �V�W�U�R�Q�J�� �H���F�R�P�P�H�U�F�H�� �V�W�Uategy and policy in 
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place, then some pro-active 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 

�Y�L�D�� �W�K�L�U�G�� �S�D�U�W�\�� �Z�H�E�V�L�W�H�V�� �R�U�� �F�U�H�D�W�H�� �W�K�H�L�U�� �R�Z�Q�� �H���F�R�Pmerce platform. One of the experts 

interviewed describes the problem as follows: 

 

I recall [company name] having an issue with their franchisees selling the products 

on eBay, and I think [company name] did too. So basically instead of the 

franchisees going out 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 generally protected against such behaviour of franchisees 

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 amount to running a business in competition with the franchise. With 

�U�H�J�D�U�G�� �W�R�� �I�U�D�Q�F�K�L�V�H�H�V�� �F�U�H�D�W�L�Q�J�� �W�K�H�L�U�� �R�Z�Q�� �E�U�D�Q�G�H�G�� �Z�H�E�V�L�W�H�� �X�V�L�Q�J�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �E�U�D�Q�G�L�Q�J����

the franchisor is protected by contractual provisions on the use of trademarks, as these are 

usually clearly defined. One of the experts explains: 

The grant of rights for a business may say that you have rights to sell retail in-store. 

So they restrict the nature of the business to a fixed site premises. So most 

franchisors would have a clause in their franchise agreement that would say that 

�\�R�X���F�D�Q�¶�W���V�H�W���X�S���\�R�X�U���R�Z�Q���Z�H�E�V�L�W�H���X�V�L�Q�J���R�X�U���W�U�D�G�H�P�D�U�N�V�����(�[�S�H�U�W�������� 

Key Governing Legal Principles 

Good faith and fair dealing. 

The obligation of parties who enter, or propose to enter, into a franchise agreement 

to act in 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 the revised Code from 1 January 2015. The obligation extends to all aspects 

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 clause in another 

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 obligation of parties to a 

franchising relationship to act in good faith.  

The definition of �µgood faith�¶ is not expressly defined in the Code. Under common 

law, good faith requires parties to an agreement to exercise 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 regard for the legitimate interests of the other party. The 

regulating body for franchising in Australia, the ACCC (the Australian Competition and 

�&�R�Q�V�X�P�H�U�� �&�R�P�P�L�V�V�L�R�Q���� �S�U�R�Y�L�G�H�V�� �H�[�D�P�S�O�H�V�� �R�I�� �K�R�Z�� �H���F�R�P�P�H�U�F�H�� �D�F�W�L�Y�L�W�\�� �E�\�� �D�� �I�U�D�Q�F�K�L�V�R�U��

may breach the obligation of good faith if a franchisee has exclusive territorial rights under 

the franchise agreement (Figure 6.1). The example below describes the general nature of 

�G�L�V�S�X�W�H�V�� �R�Y�H�U�� �R�Q�O�L�Q�H�� �V�D�O�H�V�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J�� �D�Q�G�� �$�&�&�&�¶�V�� �D�G�Y�L�F�H�� �F�R�Q�F�O�X�G�H�V�� �W�K�D�W�� �L�I�� �W�K�H��

�I�U�D�Q�F�K�L�V�R�U���R�U���D���E�X�V�L�Q�H�V�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���W�K�H���I�U�D�Q�F�K�L�V�R�U���L�V���V�H�O�O�L�Q�J���R�Q�O�L�Q�H���L�Q�W�R���W�K�H���I�U�D�Q�F�K�L�V�H�H�¶�V��

exclusive territory, then the franchisor is not acting in good faith. 
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The franchisor of a video rental franchise system granted a franchisee an 

exclusive licence over a particular territory. 

This means the franchisor was not allowed to be involved in the rental and/or sale 

of video products, or a business of a similar n�D�W�X�U�H�����Z�L�W�K�L�Q���W�K�H���I�U�D�Q�F�K�L�V�H�H�¶�V���W�H�U�U�L�W�R�U�\�� 

During the agreement, a business that was related to the franchisor sold DVDs via 

�L�W�V���Z�H�E�V�L�W�H���W�R���F�R�Q�V�X�P�H�U�V���Z�K�R���O�L�Y�H�G���L�Q���W�K�H���I�U�D�Q�F�K�L�V�H�H�¶�V���W�H�U�U�L�W�R�U�\�����7�K�H���I�U�D�Q�F�K�L�V�R�U���G�L�G���Q�R�W��

take any action to prevent these online sales. 

�%�\���D�O�O�R�Z�L�Q�J���L�W�V���U�H�O�D�W�H�G���E�X�V�L�Q�H�V�V���W�R���V�H�O�O���'�9�'�V���Z�L�W�K�L�Q���W�K�H���I�U�D�Q�F�K�L�V�H�H�¶�V���W�H�U�U�L�W�R�U�\�����W�K�H��

franchisor has not acted in good faith as it failed to remain loyal to the promise of the 

franchise agreement. 

Figure 6.1: Acting in good faith statement. 

Source: ACCC website https://www.accc.gov.au/business/franchising/acting-in-good-

faith 

Legal Analysis 

Statute law. 

An analysis of statutory law is central to understanding the development and the 

�L�P�S�H�G�L�P�H�Q�W�V�� �W�R�� �W�K�H�� �G�H�Y�H�O�R�S�P�H�Q�W�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �$�X�V�W�U�D�O�L�D�Q�� �I�U�D�Q�F�K�L�V�H�G�� �Q�H�W�Z�R�U�N�V����

Importantly, the relevant legislation has changed substantially during the course of writing 

this PhD, which indicates that 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 Conduct, Competition and Consumer (Industry Codes�±

Franchising) Regulation 2014 and the Competition and Consumer Act 2010 (Cth) will be 

�G�L�V�F�X�V�V�H�G���L�Q���U�H�O�D�W�L�R�Q���W�R���W�K�H�L�U���D�S�S�O�L�F�D�W�L�R�Q���W�R���H���F�R�P�P�H�U�F�H���L�Q���I�U�D�Q�F�K�L�V�L�Q�J�� 

Franchising Code of Conduct. 

Firstly, the key piece of legislation relevant to this research is known as the 

Franchising Code of Conduct  (the Code), which is a mandatory industry code that applies 
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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 writing this thesis, 

a significant change to the Code came into effect on the 1 January 2015, which deals with 

several issues relevant to this research. One of the most important changes to the Code, for 

the purposes of this research, was the change regarding the disclosure of supply of goods or 

services via online sales. Item 12 in Annexure 1 (Disclosure document for franchisee or 

prospective franchisee) of the Code now requires the franchisor to provide a detailed 

disclosure of supply of goods and services through the online 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 agreement, has to 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 make available goods 

of the same type or brand online, or services of the same type online. And, if so, whether 

the franchise agreement restricts, or places conditions on, �W�K�H�� �I�U�D�Q�F�K�L�V�H�H�¶�V�� �D�E�L�O�L�W�\�� �W�R�� �P�D�N�H��

those goods and services available online; and whether goods or services may be made 

available via a third party website, and if so, specifies restrictions or conditions by the 

franchisor on the �I�U�D�Q�F�K�L�V�H�H�¶s use of a third party website; as well as the extent to which 

those goods or services may be supplied outside the territory of the franchise. 

Importantly, section 12(3) of the Code requires a franchisor to provide the details of 

whether the franchisor or an associate of the franchisor or other franchisees makes, or 

expects to make, goods or services available online. If 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 website�² the domain name or 

URL of the third party website needs to be specified. Finally, section 12(5) of the Code 

specifically deals with detailing the profit-sharing arrangements that apply in relation to 

goods or services made available online and which would affect the franchisee, and 

whether these arrangements may be unilaterally changed by the franchisor. 
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Another change of the Code affecting the franchisor-franchisee relationship is with 

regard to the new statutory obligation of the parties to a franchise agreement to act in good 

faith. The issue and the 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�H�U�Fe activity 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 

�I�U�D�Q�F�K�L�V�H�H�¶�V���H�[�F�O�X�V�L�Y�H���W�H�U�U�L�W�R�U�\���Z�L�W�K�R�X�W���S�U�L�R�U���D�J�U�H�H�P�H�Q�W���Z�L�W�K���W�K�H���I�U�D�Q�F�K�L�V�H�H���W�R���G�R���V�R�� At the 

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 by the franchisees. 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 

�W�K�L�V���F�K�D�Q�J�H���W�R���H���F�R�P�P�H�U�F�H���D�F�W�L�Y�L�W�\���L�V���G�X�H���W�R���W�K�H���I�D�F�W���W�K�D�W���R�I�W�H�Q���W�K�H���Parketing fund is used to 

�F�R�Y�H�U�� �H�[�S�H�Q�V�H�V�� �D�V�V�R�F�L�D�W�H�G�� �Z�L�W�K�� �H�V�W�D�E�O�L�V�K�L�Q�J�� �D�Q�� �H���F�R�P�P�H�U�F�H�� �S�U�H�V�H�Q�F�H���� �0�R�U�H�R�Y�H�U���� �V�R�P�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 example, to cover 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 resolved a number of ambiguities that were present around the 

�X�V�H���R�I���H���F�R�P�P�H�U�F�H���L�Q���I�U�D�Q�F�K�L�V�L�Q�J���S�U�L�R�U���W�R���W�K�H���L�Q�W�U�R�G�X�F�W�L�R�Q���R�I���W�K�H���U�H�Y�L�V�H�G���&�R�G�H�����$�V���D���U�H�V�X�O�W��

of the revised Code, franchisors have been forced to update their franchise agreements and 

their disclosure documents to make sure they were compliant with the Code in terms of 

�Z�K�D�W�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �F�X�U�U�H�Q�W�� �R�S�H�U�D�W�L�R�Q�V�� ���R�U�� �I�X�W�X�U�H�� �R�S�H�U�D�W�L�R�Q�V���� �D�U�H�� �Z�L�W�K�� �U�H�V�S�H�F�W�� �W�R��

�H���F�R�P�P�H�U�F�H�����7�K�H���G�L�V�F�O�R�V�X�U�H���R�I���W�K�H���R�Q�O�L�Q�H���V�W�U�D�W�H�J�\���L�V���Z�K�H�U�H���W�K�H���Q�H�Z���I�U�D�Q�F�K�L�V�H�H�V���Z�L�O�O���E�H�Q�H�I�L�W��

from having certainty and clarity around what the franchisor is doing or is intending to do 

�D�E�R�X�W�� �H���F�R�P�P�H�U�F�H���� �6�L�P�L�O�D�U�O�\���� �Whe disclosure of online sales is mediating the risks that 

franchisees are bearing in terms of potential unfair competition by the franchisor. Yet, it 
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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 and franchisees. 

With respect to the other two changes �² the terms of good faith and the obligations 

of the franchisor in relation to the advertising/marketing fees paid by the franchisees�² the 

implications of these in practice are still uncertain. However, it is unclear 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 the 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 the 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 under 

the revised Code. Whether the revised Code will provide a solution to potential 

�H���H�Q�F�U�R�D�F�K�P�H�Q�W���R�U���Q�R�W���L�V���\�H�W���W�R���E�H���V�H�H�Q�����K�R�Z�H�Y�H�U�����W�K�H���H�[�S�H�F�W�D�W�L�R�Q�V���R�I���W�K�H���I�U�D�Q�F�K�L�V�H�H�V���Z�L�W�K��

regard to their rights within their territories (whether exclusive or not, and depending on 

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 encroachment in existing contracts 

entered into prior to the introduction of the revised Code. 

This change to the Code might give rise to an additional development of 

�H���F�R�P�P�H�U�F�H�� �L�Q�� �W�K�H�� �I�U�D�Q�F�K�L�V�L�Q�J�� �V�H�F�W�R�U���� �)�U�D�Q�F�K�L�V�R�U�V�� �D�U�H�� �E�H�L�Q�J�� �I�R�U�F�H�G�� �W�R�� �U�H�Y�L�H�Z�� �W�K�H�L�U�� �O�H�J�D�O��

documents and at the same time they are encouraged to review their business model and its 

fit for the modern marketplace (Expert 1). Whereas previously some franchisors chose to 

�³�V�W�L�F�N���W�K�H�L�U���K�H�D�G���L�Q���W�K�H���V�D�Q�G���D�Q�G���Z�D�L�W���I�R�U���W�K�H���P�D�U�N�H�W�V���W�R���W�X�U�Q���D�U�R�X�Q�G���D�Q�G���J�R���E�D�F�N���W�R���Z�K�H�U�H��

they w�H�U�H�´���D�Q�G���Z�H�U�H���W�K�L�Q�N�L�Q�J���³�W�K�D�W���H���F�R�P�P�H�U�F�H���L�V���M�X�V�W���D���I�D�G���D�Q�G���L�W���Z�R�Q�¶�W���O�D�V�W�´�����(�[�S�H�U�W����������

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 renegotiate any changes with 

franchisees). The fact that online sales are now regulated by the Code may influence some 

conservative franchisors that had previously abstained from entering into �H���F�R�P�P�H�U�F�H��

arrangements in their system due to potential difficulties associated with this strategy.   

Competition and Consumer Act 2010 (Cth). 

The other important piece of legislation applicable to issues identified in this 

research is the Australian Consumer Law (ACL) as set out in Schedule 2 of the Competition 

and Consumer Act 2010 (Cth). Australian consumer laws have undergone a noticeable 

number of changes and reforms in the last decade. In particular, the 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 conduct as it is understood within the 

meaning of the unwritten law. Section 21 relates to business to consumer transactions, and 

provides that a �³person must not, in trade or commerce, in connection with the supply or 

possible supply of goods or services to a person,���R�W�K�H�U���W�K�D�Q���D���O�L�V�W�H�G���F�R�P�S�D�Q�\�����«���Hngage in 

conduct that is, in all the circumstances, unconscionable�´. (Competition and Consumer Act 

2010 �± Schedule 2 (Cth) s21(1).) 

 Section 22 applies to business-type transactions wherein 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 other than a limited public 

company 

This section applies to business transactions including small businesses. It protects 

persons who are not 'limited public companies'. On the other hand, section 22 (2) describes 

what the court may take into consideration when determining whether conduct by a 

supplier towards a business consumer is unconscionable. 
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In some cases, online sales made through a franc�K�L�V�R�U�¶�V�� �Z�H�E�V�L�W�H�� �P�D�\ lead to 

�X�Q�F�R�Q�V�F�L�R�Q�D�E�O�H�� �F�R�Q�G�X�F�W���� �)�R�U�� �D�Q�� �H�[�D�P�S�O�H���� �L�Q�� �W�K�H�� �F�D�V�H�� �R�I�� �H���F�R�P�P�H�U�F�H���� �W�K�H�� �F�R�Q�G�X�F�W�� �R�I�� �W�K�H��

franchisor 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 online sales that is not 

shared with the franchisees. To be considered unconscionable conduct, it must be more 

than simply unfair�² it must be against conscience as judged against the norms of society. 

Business behaviour may be deemed unconscionable if it is particularly harsh or oppressive, 

deliberate, involves serious misconduct or involves conduct which is clearly unfair and 

unreasonable, and is beyond hard commercial bargaining.  

Misleading and deceptive conduct. 

Section 18(1) of the ACL provides that �³�>�D�@�� �S�H�U�V�Rn must not, 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 and providing incomplete information 

about a product, and in some circumstances, silence. 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 and deceptive conduct would apply when a franchisor 

makes misleading pre-contractual representations to franchisees in relation to the territorial 

or product/service exclusivity or the exclusivity in terms of distribution channels. By 

definition, misleading and deceptive conduct is conduct that 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 exclusivity of territory or the absence of competition from the franchisor or 

other franchisees, are clearly susceptible to being seen as deceptive and misleading, 

particularly if the contract was entered into prior to the e-commerce becoming a vital part 

of doing business. If the franchisor made any such pre-contractual representations and 
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commenced competing with franchisees through the online channel, it would be a breach of 

section 18 of the ACL.  

Common law. 

The analysis of case law is paramount to understanding how the issue of Internet 

encroachment was resolved in legal practice. However, there has been very limited 

�O�L�W�L�J�D�W�L�R�Q�� �U�H�J�D�U�G�L�Q�J�� �H���F�R�P�P�H�U�F�H�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J�� �L�Q�� �$�X�V�W�U�D�O�L�D11. One case was 

found relating to this issue in Australia, which has been mentioned earlier in this thesis, 

which is Dymocks v Top Ryde Booksellers (2000), referred to hereafter as the �'�\�P�R�F�N�V�¶��

case. Therefore, this landmark case is analysed hereby. 

In this case, the Dymocks Group was a franchisor who entered into franchise 

agreements with numerous franchisees. Under these franchise agreements, the franchisees 

were required to make monthly deposits into an advertising fund. During 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. �'�\�P�R�F�N�V�� �P�D�G�H�� �L�W�� �F�O�H�D�U�� �W�R�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�H�V�� �W�K�D�W�� �³�>�W�@�K�H�� �V�L�W�H�� �Z�L�O�O�� �E�H owned 

and run by the Dymocks Advertising fund, ensuring equity for franchise owners�  ́(Dymocks 

v Top Ryde Booksellers, 2000, p. 24). 

Unfortunately, the website was not successful under this arrangement as it did not 

make sufficient revenue. Because of this, Dymocks offered 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 website. Three franchisees 

however, did not wish to comply with this stipulation unless Dymocks made an 

undertaking that the website would not compete with the three franchisees. There was 

                                                 
11 A systematic search of the both Australian databases was undertaken for any cases involving 

conflict between franchisors and franchisees regarding e-commerce arrangements within their franchise 
network. The search terms were limited to cases involving franchisees' and franchisors' disputes over matters 
relating to e-commerce, such as profit-sharing arrangements and distribution arrangements, with legal issues 
arising as encroachment and/or unfair competition. Cases were 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 franchisees 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 profits. They also argued that they would be at a 

significant disadvantage if they were to compete with the online store due to the tendency 

of online traders to provide discounted prices. Therefore, the court held that the express 

intent of the arrangement was that the three franchisees would not have an interest in the 

website itself. Alternatively, the three franchisees would have an interest in the advertising 

fund during the term of their 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 franchisees would be left at a 

disadvantage because Dymocks had effectively created competition by operating an online 

entity capable of providing significant discounts�����W�K�H�U�H�E�\���H�Q�F�U�R�D�F�K�L�Q�J���R�Q���W�K�H�L�U���I�U�D�Q�F�K�L�V�H�H�¶�V��

target market. The franchisees were therefore entitled to be compensated 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 the �'�\�P�R�F�N�V�¶���F�D�V�H are significant for 

the franchising sector in Australia. Primarily, because this case sets a precedent in favour of 

franchisees, which may potentially (and has hypothetically), deterred franchisors from 

becoming involved in litigation with franchisees over matters �F�R�Q�F�H�U�Q�L�Q�J�� �H��commerce. 

Since 80 percent of cases settle before court and because of confidentiality, it is not 

possible to access the material facts of the dispute if it was settled before a court hearing. 

�%�X�W���\�R�X�¶�Y�H�� �J�R�W�� �W�R�� �U�H�P�H�P�E�H�U�� �W�K�D�W���D���O�R�W���R�I�� �W�K�H�� �O�D�Z�V�X�L�W�V�� �H�Y�H�Q�� �L�I�� �Whey do occur unless 

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. But because of 
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�F�R�Q�I�L�G�H�Q�W�L�D�O�L�W�\���\�R�X���F�D�Q�¶�W���I�L�Q�G���R�X�W���D���O�R�W���R�I���G�H�W�D�L�O�V�����)�R�U���H�[�D�P�S�O�H���L�W���Z�R�X�O�G���V�D�\���³�7�K�H�U�H��

was a court [case] with this franchis�H�H���D�Q�G���Z�H���V�H�W�W�O�H�G�´�����(�[�S�H�U�W�������� 

�7�K�H�U�H�I�R�U�H�����W�K�H�U�H���P�D�\���K�D�Y�H���E�H�H�Q���G�L�V�S�X�W�H�V���R�Y�H�U���W�K�H���X�V�H���R�I���H���F�R�P�P�H�U�F�H���L�Q���I�U�D�Q�F�K�L�V�L�Q�J��

and encroachment issues arising from this conflict; however it may not be possible to find 

this information due to the confidential nature of pre-court procedures. 

Furthermore, there are two things that the franchising sector can learn from this 

case. Firstly, as the dispute centred on the use of the advertising fund, it provides a warning 

�W�R���I�U�D�Q�F�K�L�V�R�U�V���W�K�D�W�����O�L�N�H���D�Q�\���R�W�K�H�U���D�G�Y�H�U�W�L�V�L�Q�J���V�S�H�Q�G�L�Q�J�����W�K�H���V�S�H�Q�G�L�Q�J���R�Q���H���F�R�P�P�H�U�F�H���F�R�P�H�V��

with responsibility and accountability. The course did not establish the presence of the 

�P�L�V�O�H�D�G�L�Q�J�� �F�R�Q�G�X�F�W�� �W�K�D�W�� �Z�D�V�� �D�O�O�H�J�H�G�� �L�Q�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �F�U�R�V�V-claim; however it is a 

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 were covered, reimbursed 

the franchisees for the expenditure and claimed sole ownership of the website. Therefore, 

�Z�K�H�W�K�H�U�� �R�U�� �Q�R�W�� �D�G�Y�H�U�W�L�V�L�Q�J���� �P�D�U�N�H�W�L�Q�J�� �I�X�Q�G�V�� �V�K�R�X�O�G�� �E�H�� �X�V�H�G�� �I�R�U�� �I�X�Q�G�L�Q�J�� �H���F�R�P�P�H�U�F�H��

strategy is a question that should receive careful consideration. In addition, 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, one of the judges expressed an opinion that the franchisees could suffer 

�O�R�V�V�� �I�U�R�P�� �X�Q�U�H�V�W�U�D�L�Q�H�G�� �F�R�P�S�H�W�L�W�L�R�Q�� �I�U�R�P�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �Z�H�E�V�L�W�H���� �L�Q�F�O�X�G�L�Q�J�� �F�R�P�S�H�W�L�W�L�R�Q��

�W�K�U�R�X�J�K���W�K�H���G�L�V�F�R�X�Q�W�L�Q�J���R�I���E�R�R�N�V�����³�,�W���Z�L�O�O���E�H���H�[�W�U�H�P�H�O�\���G�L�I�I�L�F�X�O�W���W�R���T�X�D�Q�W�L�I�\���W�K�H�V�H���G�D�P�D�J�H�V����

but in my opinion they are sufficiently substantial to �M�X�V�W�L�I�\�� �W�K�H���H�Q�T�X�L�U�\�´��(Dymocks v Top 

Ryde Booksellers, 2000, p. 72). This precedent means that the court decided that the threat 

�R�I���I�U�D�Q�F�K�L�V�R�U���F�R�P�S�H�W�L�W�L�R�Q���Z�L�W�K���I�U�D�Q�F�K�L�V�H�H�V���W�K�U�R�X�J�K���V�H�O�O�L�Q�J���S�U�R�G�X�F�W�V���R�Q�O�L�Q�H���Z�D�V���³�V�X�I�I�L�F�L�H�Q�W�O�\��

�V�X�E�V�W�D�Q�W�L�D�O���W�R���Z�D�U�U�D�Q�W���W�K�H���H�Q�T�X�L�U�\�´ (Dymocks v Top Ryde Booksellers, 2000, p. 72). 

It is possible to conclude that this precedent has to, some extent, deterred 

�I�U�D�Q�F�K�L�V�R�U�V���I�U�R�P���L�P�S�O�H�P�H�Q�W�L�Q�J���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�L�H�V���L�Q���$�X�V�W�U�D�O�L�D���I�R�U���D���O�R�Q�J�H�U���S�H�U�L�R�G���W�K�D�Q��

that experienced in other countries. In addition, the tendency of Australian franchisors to 

�F�R�Q�V�L�G�H�U�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �L�Q�W�H�U�H�V�W�V�� �L�Q�� �W�K�H�L�U�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�L�H�V�� ���(�[�S�H�U�W�� ������ �F�R�X�O�G�� �E�H�� �D�O�V�R��

�F�R�P�L�Q�J�� �I�U�R�P�� �D�Z�D�U�H�Q�H�V�V�� �D�E�R�X�W�� �W�K�H�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� �D�Q�G�� �W�K�H�� �G�H�F�L�V�L�R�Q�� �R�I�� �W�K�H�� �'�\�P�R�F�N�V�¶�� �F�D�V�H����
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Therefore, it could be hypothesi�V�H�G�� �W�K�D�W�� �D�O�W�K�R�X�J�K�� �W�K�H�� �'�\�P�R�F�N�V�¶�� �F�D�V�H�� �K�L�Q�G�H�U�H�G�� �W�K�H�� �H�D�U�O�\��

development of e-commerce in franchising, it also made franchisors aware of the possible 

and quite severe ramifications for any unfair conduct towards franchisees with regard to 

�W�K�H�L�U���H���F�R�P�P�H�U�F�H���V�W�U�D�W�Hgy. 

 

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, franchisors need to focus on planning and 

ensuring that their operational plans and the true nature of their e-commerce policies are 

reflected in the legal documents, as well as being compliant with the law, namely the ACL, 

the revised Franchising Code, and Treasury Legislation 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 Terms) Act 2015 

�H�[�W�H�Q�G�V�� �W�K�H�� �V�F�R�S�H�� �R�I�� �W�K�H�� �X�Q�I�D�L�U�� �F�R�Q�W�U�D�F�W�� �W�H�U�P�V�� �U�H�J�L�P�H�� �L�Q�� �W�K�H�� �$�&�/�� �W�R�� �³�V�P�D�O�O�� �E�X�V�L�Q�H�V�V��

�F�R�Q�W�U�D�F�W�V�´�� �D�Q�G�� �F�R�P�H�V�� �L�Q�W�R�� �R�S�H�U�D�W�L�R�Q�� �R�Q�� ������ �1�R�Y�H�P�E�H�U�� ������������ �7�K�H�� �Q�H�Z�� �O�D�Z�� �Z�L�O�O�� �L�P�S�D�F�W��

franchise agreements that are classified as small business contracts that contain an unfair 

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 

than A���������������������R�U�����E�����W�K�H���F�R�Q�W�U�D�F�W�¶�V���G�X�U�D�W�L�R�Q���L�V���I�R�U���P�R�U�H���W�K�D�Q������ months and the upfront 

�S�U�L�F�H�� �S�D�\�D�E�O�H�� �X�Q�G�H�U�� �W�K�H�� �F�R�Q�W�U�D�F�W�� �G�R�H�V�Q�¶�W�� �H�[�F�H�H�G�� ������ �P�L�O�O�L�R�Q���� �7�K�H�U�H�I�R�U�H���� �P�R�V�W�� �I�U�D�Q�F�K�L�V�H��

agreements will fall under the definition of a small business contract (Connole, 2016). In 

addition, this new law will apply to most �µstandard form�¶ franchise agreements, as for the 

agreement not to be considered �µstandard form�¶, 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 territory (Connole, 2016; Kaldor, 2015). Although 
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it may be too early to see the effects of the new amendments to the Small Business and 

Unfair Contract Terms Act 2015 (Cth), franchisors need to be aware that not only they do 

have an obligation to provide a full disclosure of their current and future online sales 

activities to their franchisees, but also they need to ensure that the terms of use of online 

sales in their network are not unfair. 

Planning for the future. 

In addition to reflecting current operation in the disclosure document and the 

agreement, franchisors may benefit (and potentially reduce legal costs) by having provision 

in their franchise agreements for any future developments of e-commerce. According to the 

experts, the agreements need to reflect current and future operations, not just the current or 

past operations. 

One of the things that franchisors need to do to contemplate e-commerce strategy is 

to have the provision in their franchise agreements for any future development of 

�H��commerce (Expert 1). 

�,���G�R�Q�¶�W���W�K�L�Q�N���Z�H���Q�H�H�G���P�R�U�H���O�H�J�L�V�O�D�W�L�R�Q�����,�W�¶�V���M�X�V�W���I�U�D�Q�F�K�L�V�R�U�V���K�D�Y�H���W�R���P�D�N�H���V�X�U�H���W�K�D�W��

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, �E�X�W���L�W�¶�V���Q�R�W���U�H�I�O�H�F�W�H�G���L�Q���W�K�H�L�U���D�J�U�H�H�P�H�Q�W�V�����$�Q�G���,���W�K�L�Q�N���W�K�D�W�¶�V���Z�K�H�U�H���V�R�P�H�W�L�P�H�V���W�K�H��

right arm does not know what the left arm is doing (Expert 6). 

Managing expectations. 

The problems in the franchisee-franchisor relationship are often located in the area 

of perceived rights and expectations, and therefore, the solutions are not so much within the 

area of law but rather, within the area of relationships and managing expectations. 

I think, as long as, when people sign up to whatever system they want to buy, both 

the disclosure document and the franchise agreement clearly explain what happens 

�Z�L�W�K���R�Q�O�L�Q�H���>�«�@���W�K�H�Q���W�K�L�V���L�V���Q�R�W���D���S�U�R�E�O�H�P�����,���I�L�Q�G���Z�K�H�U�H���W�K�H���S�U�R�E�O�H�P���L�V�± perception 

and expectation �± the perception of franchisees that they should be getting 
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something and they are not getting it. And half of the time it is just managing the 

�H�[�S�H�F�W�D�W�L�R�Q�V�� �L�V�� �Z�K�D�W�¶�V�� �U�H�T�X�L�U�H�G�� �R�I�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U���± not doing anything extra not 

offering anything extra. Just managing the expectation of what they are getting for 

the money they pay. If it is clear to both franchisees and franchisors that they are 

getting A, B, C, D and not getting X, Y, and Z �± �W�K�H�Q���W�K�H�\���N�Q�R�Z���Z�K�D�W���W�K�H�\�¶�U�H���J�H�W�W�L�Q�J����

If franchisees sign up and know that franchisor sells within their territory and how 

and what happens to the money afterwards, sometimes [the] franchisor does a split 

�R�U���J�L�Y�H�V���W�K�H�P���D���F�X�W�����W�K�H�Q���L�W�¶�V���I�L�Q�H�����(�[�S�H�U�W���������� 

Using unambiguous language in legal documents. 

It was found that the language used in the agreement is very important and it has to 

be unambiguous when it comes to the rights granted to franchisees. The use of definite 

terms and language 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 franchisees are very specific. So, if there is a grant of exclusivity within a given 

�µ�E�U�L�F�N�V�� �D�Q�G�� �P�R�U�W�D�U�¶ �V�L�W�H���� �Q�R�W�� �W�K�H�� �V�D�O�H�V�� �I�D�F�L�O�L�W�D�W�H�G�� �R�Q�O�L�Q�H�«�� �I�R�U�� �H�[�D�P�S�O�H���� �W�K�H��

�I�U�D�Q�F�K�L�V�R�U���V�D�\�V���³�,���Z�L�O�O���Q�R�W���R�S�H�Q���D�Q�R�W�K�H�U���V�W�R�U�H���Z�L�W�K�L�Q���\�R�X�U���S�U�L�P�H���P�D�U�N�H�W�L�Q�J���D�U�H�D���R�U��

your territory, I will 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 I deal with and that I know of, unless it is just an 

�µinformation-only�¶ site, just for marketing purposes, if there is any chance of online 

sales I recommend that they have a clause in their franchise agreements clarifying 

�Z�K�D�W���K�D�S�S�H�Q�V���Z�K�H�Q���W�K�H���V�D�O�H���R�F�F�X�U�V�����D�Q�G���L�I���W�K�H�U�H�¶�V���H�[�F�O�X�V�L�Y�H���W�H�U�U�L�W�R�U�\���K�R�Z���L�W���D�I�I�H�F�Ws 

the franchisee (Expert 6). 

Simplifying e-Commerce structure. 

Another possible solution for franchise networks, instead of involving the whole 

�I�U�D�Q�F�K�L�V�H�� �Q�H�W�Z�R�U�N�� �L�Q�� �W�K�H�� �H���F�R�P�P�H�U�F�H�� �D�U�U�D�Q�J�H�P�H�Q�W, is to enter into a separate agreement 
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with selected franchisees who �D�U�H�� �Z�L�O�O�L�Q�J�� �W�R�� �S�D�U�W�L�F�L�S�D�W�H�� �L�Q�� �H���F�R�P�P�H�U�F�H���� �6�X�F�K�� �D�Q��

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 through a traditional retail channel. In this case, such an arrangement can be 

a lot more effective and efficient, depending on the business model, especially where there 

is a small number of selected franchisees in key geographical areas that service the online 

channel, rather than trying to engage those franchisees who do not want to be part of the 

online distribution channel. 

�«�W�K�H�\�� �K�D�Y�H�� �I�U�D�Q�F�K�L�V�H�H�V�� �L�Q�� ���� �V�L�W�H�� �O�R�F�D�W�L�R�Q�V�� �D�Q�G�� �W�K�H�U�H�� �L�V�� �D�Q�� �H-commerce agreement 

that they asked franchisees to enter into. So if a sale comes online it will go through 

the head office site and email, they will accept the sale, and then [the] franchisee 

has to supply the sale to the customer at a price (Expert 7).  

Conclusion 

As discussed earlier in this Chapter, the previous Franchising Code of Conduct did 

not address the regulation of the e-commerce activity within a franchise network. The 

revised Code now addresses online transactional activity by the franchisor and requires that 

the franchisor specifies in the disclosure document the details of its use of the online 

�F�K�D�Q�Q�H�O���� �7�K�H�� �I�U�D�Q�F�K�L�V�H�� �D�J�U�H�H�P�H�Q�W�� �D�O�V�R�� �K�D�V�� �W�R�� �U�H�I�O�H�F�W�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �R�Q�O�L�Q�H�� �V�D�O�H�V�� �D�F�W�L�Y�L�W�\����

While franchisors were required to comply with the revised Code in this respect by October 

2015, it may still be too early to see the effects of this change in practice. In addition, the 

revised Code may stimulate online activity in the franchising sector at large as the 

franchisors are being forced to critically evaluate their online strategy together with their 

legal documents, at the same time ensuring that their agreements do not contain any unfair 

�W�H�U�P�V�����L�Q�F�O�X�G�L�Q�J���W�K�R�V�H���U�H�J�D�U�G�L�Q�J���W�K�H���X�V�H���R�I���H���F�R�P�P�H�U�F�H���L�Q���W�K�H�L�U���Q�H�W�Z�R�U�N�� 

In conclusion, if future legislative changes intend to improve the long-term viability 

of the franchising sector, then the franchisor has to have an obligation to negotiate their 

�H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���Z�L�W�K���I�U�D�Q�F�K�L�V�H�H�V���D�Q�G���V�W�U�X�F�W�X�U�H���W�K�H���H���F�R�P�P�H�U�F�H���S�D�U�W���R�I���W�K�H���E�X�V�L�Q�H�V�V���I�R�U��

the benefit of the group, not for their own benefit. Likewise, franchisees cannot withhold 
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their decision unreasonably and must act for the benefit of the collective, rather than acting 

for their own self-interest.  
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CHAPTER 7 - �&�R�Q�F�O�X�V�L�R�Q�V���D�Q�G���,�P�S�O�L�F�D�W�L�R�Q�V 

Introduction  

This chapter begins with summarising the work undertaken in the previous six 

chapters of this thesis. 

Chapter 1 presented an introduction to the doctoral thesis and described the 

background to this study and its significance for practice and the research field. The 

research question and research methods used were also introduced in chapter 1, as well as 

the thesis outline and research delimitations. 

Chapter 2 began with introducing the literature behind franchising and the 

idiosyncrasies �R�I�� �I�U�D�Q�F�K�L�V�L�Q�J�� �L�Q�� �$�X�V�W�U�D�O�L�D�� �D�V�� �Z�H�O�O�� �D�V�� �W�K�H�� �I�L�H�O�G�� �R�I�� �H���F�R�P�P�H�U�F�H�� �D�Q�G�� �L�W�V��

development over the course of the past 25 years. Furthermore, chapter 2 discussed the 

�Q�H�[�X�V�� �E�H�W�Z�H�H�Q�� �I�U�D�Q�F�K�L�V�L�Q�J�� �D�Q�G�� �H���F�R�P�P�H�U�F�H���� �D�V�� �Z�H�O�O�� �D�V�� �R�S�S�R�U�W�X�Q�L�W�L�H�V���� �W�K�U�H�D�W�V�� �D�Q�G�� �L�V�V�X�H�V��

�D�U�L�V�L�Q�J���I�U�R�P���F�R�P�E�L�Q�L�Q�J�� �H���F�R�P�P�H�U�F�H���D�Q�G���I�U�D�Q�F�K�L�V�L�Q�J���� �%�X�V�L�Q�H�V�V���P�R�G�H�O�V���I�R�U���I�U�D�Q�F�K�L�V�R�U���%���&��

�H���F�R�P�P�H�U�F�H���Z�H�U�H���H�[�S�O�D�L�Q�H�G���D�Q�G���H�P�S�L�U�L�F�D�O���U�Hsearch was presented. From this point, gaps 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 underpinning this 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 analysis used in each phase: the exploratory and 

descriptive phase (Phase I), the explanatory phase (Phase II), and the legal analysis phase 

(Phase III). 

Chapter 4 presented the findings of Phase I of this research. The main purpose of 

this research phase was to investigate the current state of e-commerce in Australian 

franchising and how this area is affecting franchisee-franchisor relationships. Firstly, 

descriptive analysis was presented followed by the thematic analysis of the exploratory 

phase. Models for this research were developed. Secondly, the descriptive phase was 



 

 

170 

 

briefly discussed based on an online survey. The findings of this research phase revealed 

that the Australian franchising sector made significant progress in advancing e-commerce 

strategies over the last three to five years, as the results revealed considerable differences 

when compared with previous studies (Frazer et al., 2012; Frazer et al., 2014; Rao & 

Frazer, 2010). This phase was intended as an exploratory one and served as a basis for 

further more in-depth research. 

Chapter 5 presented the findings of Phase II of this research. In this phase, a more 

�F�R�P�S�U�H�K�H�Q�V�L�Y�H�� �D�S�S�U�R�D�F�K�� �Z�D�V�� �X�V�H�G�� �W�R�� �H�[�S�O�R�U�H�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �S�H�U�V�S�H�F�W�L�Y�H�V�� �D�V�� �Z�H�O�O�� �D�V�� �W�K�H��

�I�U�D�Q�F�K�L�V�R�U�V�¶�� �S�H�U�V�S�H�F�W�L�Y�H�V�� �W�K�U�R�X�J�K�� �D�� �P�X�O�W�L�S�O�H�� �F�D�V�H�� �V�W�X�G�\�� �P�H�W�K�R�G. This chapter commenced 

with detailing the research method and the analytical tools used, followed by a description 

of cases chosen for examination. Then, the �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�L�H�V�� �L�Q�� �&�D�V�H�� ���� �D�Q�G�� �&�D�V�H�� ����

were compared in detail. In addition, key themes, such as franchise 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 this model were explained. Supplementary to this, 

training and support of franchisees in Case 1 and 2 were discussed, as well as franchisee 

�D�W�W�L�W�X�G�H�V�� �D�Q�G�� �S�H�U�F�H�S�W�L�R�Q�V�� �R�I�� �H���F�R�P�P�H�U�F�H����Finally, customer perspectives were considered, 

and the change that has taken pla�F�H���L�Q���W�K�H���H���F�R�P�P�H�U�F�H���I�L�H�O�G���I�U�R�P�������������W�R����������, as well as 

�P�R�G�H�U�Q�� �W�U�H�Q�G�V�� �D�Q�G�� �I�X�W�X�U�H�� �S�R�V�V�L�E�L�O�L�W�L�H�V�� �R�I�� �W�K�H�� �G�H�Y�H�O�R�S�P�H�Q�W�� �R�I�� �W�K�H�� �H���F�R�P�P�H�U�F�H�� �L�Q��

franchising, were acknowledged. 

Chapter 6 analysed the legal and commercial issues applicable to the use of 

�H���F�R�P�P�H�U�F�H���Ln franchising. First, encroachment was discussed as a key issue in this area, as 

well as issues associated with the regulation of online sales in the franchise agreements and 

territorial rights under the franchise agreements. Second, the key governing legal principles 

of good faith and fair dealing were discussed. Third, the legal analysis of both relevant 

statute and case law followed. Finally, the chapter concluded with recommendations 

�U�H�J�D�U�G�L�Q�J���W�K�H���O�H�J�D�O���P�D�W�W�H�U�V���R�I���W�K�H���V�W�U�X�F�W�X�U�H���R�I���H���F�R�P�P�H�U�F�H���L�Q���I�U�D�Q�F�K�L�Ving. 

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, and implications are 

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 of Research Questions 

This section discusses and synthesises the findings of this research in relation to the 

research questions posed at the beginning of the thesis. The principle research question 

�³�+�R�Z�� �G�R�H�V�� �E�X�V�L�Q�H�V�V-to-consumer e-commerce affect franchise operations and 

�U�H�O�D�W�L�R�Q�V�K�L�S�V�"�´��was addressed through a number of sub-questions, previously stated in 

chapter 2. This chapter focuses on summarising the research findings to provide answers to 

these research questions. 

In summary, business-to-�F�R�Q�V�X�P�H�U�� �H���F�R�P�P�H�U�F�H�� �D�I�I�H�F�W�V��franchise operations and 

relationships in many different ways, including those pertaining to operations, marketing, 

logistics and legal aspects. Based on this research, a number of important conclusions can 

�E�H�� �P�D�G�H���� �)�L�U�V�W���� �H���F�R�P�P�H�U�F�H�� �L�V�� �P�R�U�H�� �W�K�D�Q���M�X�V�W���D���V�Wand-alone business strategy. It has to be 

integrated with the marketing strategy and the marketing channels, as well as legal 

documents. Second, all parties to the franchising relationship are affected by the 

�L�Q�W�U�R�G�X�F�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H���� �W�K�H�U�H�I�R�U�H�� �E�R�W�K�� �W�K�H���I�U�D�Q�F�K�L�V�H�H�V�¶�� �D�Q�G�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �L�Q�W�H�U�H�V�W�V��

�K�D�Y�H���W�R���E�H���W�D�N�H�Q���L�Q�W�R���D�F�F�R�X�Q�W���Z�K�H�Q���W�K�H���V�W�U�D�W�H�J�\���L�V���E�H�L�Q�J���G�H�Y�H�O�R�S�H�G�����7�K�L�U�G�����W�K�H���F�R�Q�V�X�P�H�U�¶�V��

�S�H�U�V�S�H�F�W�L�Y�H�� �L�V�� �F�H�Q�W�U�D�O�� �W�R�� �K�R�Z�� �H���F�R�P�P�H�U�F�H�� �L�V�� �V�W�U�X�F�W�X�U�H�G�� �D�Q�G�� �I�U�D�Q�F�K�L�V�H�H�V�� �D�U�H�� �E�H�V�W�� �S�O�D�F�H�G�� �W�R��

�N�Q�R�Z���W�K�H�L�U���F�X�V�W�R�P�H�U�V�¶���Q�H�H�G�V���E�H�F�Duse they are directly involved in operating their business 

and interfacing with customers. 

This research initially set out to find best practice; however, it became apparent that 

there is no �µright�¶ or �µwrong�¶ way of doing e-commerce in franchising, and that, this issue is 

too complicated for there to be a �µbest practice�¶ approach (Snowden & Boone, 2007). The 

concept of �µbest practice�¶ itself would not be applicable in the research context of this thesis 

as, according to the Cynefin framework (Snowden & Boone, 2007), a �µbest practice�¶ 

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 

�L�Q�W�H�U�W�Z�L�Q�H�G���I�D�F�W�R�U�V���W�K�D�W���G�H�I�L�Q�H���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���L�Q���I�Uanchising where expert knowledge 

is required, cause-and-effect relationships are discoverable but not immediately apparent, 

and more than one right answer is possible (Snowden & Boone, 2007). This outlook best 

matches the �µcomplicated�¶ �G�R�P�D�L�Q���R�I���6�Q�R�Z�G�H�Q�¶�V��typology for decision-making and sense-

making Cynefin framework. 

Hence, discovering good practice in franchisor e-commerce was not about how it 

�µshould be�¶ done, but rather it was about the key principles of the process behind 

�L�P�S�O�H�P�H�Q�W�L�Q�J�� �H���F�R�P�P�H�U�F�H���� �7�K�H�Ve include different stages of planning and feedback and 

franchisee engagement, and, most importantly, treating franchisees like partners and 

experts, regardless of what the final e-commerce structure looks like (for example, 

centralised or decentralised) and what part the franchisees take in the fulfilment of the 

online orders. 

 

 

Figure 7.1: Cynefin framework for sense-making and decision-making. 

Source: Snowden, 2007. 
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 Table 7.1: �7�K�H���G�H�V�F�U�L�S�W�L�R�Q���R�I���³�&�R�P�S�O�L�F�D�W�H�G�´���F�R�Q�W�H�[�W���I�R�U���&�\�Q�H�I�L�Q���I�U�D�P�H�Z�R�U�N 

 

Source: Adapted from (Snowden & Boone, 2007). See Appendix P for full framework. 

Research Sub-question group I: Franchise Operations (RQ1-RQ3) 

Research question 1: What are the success factor�V���L�Q���L�Q�W�H�J�U�D�W�L�Q�J���H���Fommerce into 

franchise operations? 

This research found through interviewing franchisors and franchisees that, for 

�V�X�F�F�H�V�V�I�X�O���H���F�R�P�P�H�U�F�H���L�Q�W�H�J�U�D�W�L�R�Q�����D�O�O���S�D�U�W�L�H�V���L�Q���D���I�U�D�Q�F�K�L�V�H���U�H�O�D�W�L�R�Q�V�K�L�S���Q�H�H�G���W�R���X�Q�G�H�U�V�W�D�Q�G��

the importance and the centr�D�O���U�R�O�H���R�I���W�K�H���F�X�V�W�R�P�H�U���L�Q���W�K�H�L�U���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\�����(�Y�L�G�H�Q�W�O�\����

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 the �F�X�V�W�R�P�H�U�¶�V���Q�H�H�G�V���I�L�U�V�W���D�Q�G���I�R�U�H�P�R�V�W�����,�Q���D�G�G�L�W�L�R�Q�����I�U�D�Q�F�K�L�V�R�U�V���W�K�D�W���W�R�R�N���S�D�U�W���L�Q���W�K�L�V��

research reported that franchisees should be treated like partners in this project to create a 

collaborative environment, where feedback from franchisees is used to improve the 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, 2006). Finally, based on the case studies of this research and the 

�H�[�S�H�U�W�� �L�Q�W�H�U�Y�L�H�Z�V���� �L�Q�� �R�U�G�H�U�� �I�R�U�� �W�K�H�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �W�R�� �E�H�� �V�X�F�F�H�V�V�I�X�O���� �L�W�� �Q�H�H�G�V�� �W�R�� �E�H��

structured to benefit the franchise system as a whole and create opportunities for the 

network to grow, which 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 

positive effect on the success of change interventions is also confirmed in the management 

literature (Korbi, 2015).  

�5�H�V�H�D�U�F�K���T�X�H�V�W�L�R�Q���������+�R�Z���W�R���L�P�S�O�H�P�H�Q�W���H���F�R�P�P�H�U�F�H���L�Q�W�R���I�U�D�Q�F�K�L�V�H���V�\�V�W�H�P�V�" 

Based on interviews with franchisor participants of this research, it was found that 

thorough research and careful planning are key components of the successful 

�L�P�S�O�H�P�H�Q�W�D�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�W�R�� �I�U�D�Q�F�K�L�V�H�� �V�\�V�W�H�P�V���� �,�Q�� �D�G�G�L�W�L�R�Q���� �L�W�� �Z�D�V�� �I�R�X�Q�G�� �W�K�D�W�� �W�K�H��

research and planning stage needs to incorporate franchisee input in a structured way; for 

example, through an FAC. Furthermore, franchisees need to be involved throughout the 

�S�U�R�F�H�V�V���W�R���H�Q�V�X�U�H���W�K�D�W���W�K�H���H���F�R�P�P�H�U�F�H���V�W�U�X�F�W�X�U�H���S�U�R�S�R�V�H�G���I�L�W�V���Z�L�W�K���W�K�H���H�Y�H�U�\�G�D�\���R�S�H�U�D�W�L�R�Q�V��

of the franchise units, as reported by franchisors. From this point of view, franchisees fit the 

definition of experts according to the Cynefin framework for decision-making citied earlier 

in this chapter (Snowden & Boone, 2007), and expert panels are needed to work on 

complicated problems within organisations. Continually obtaining feedback from 

franchisees (and customers) may be beneficial in order to assist the improvement of the 

systems and increase competitive advantage. Based on the legal analysis conducted for this 

research, it is equally important to consider le�J�D�O���P�D�W�W�H�U�V���Z�K�H�Q���L�P�S�O�H�P�H�Q�W�L�Q�J���H���F�R�P�P�H�U�F�H��

�D�Q�G�� �W�R�� �P�D�N�H�� �V�X�U�H�� �W�K�D�W�� �W�K�H�� �S�O�D�Q�� �I�R�U�� �H���F�R�P�P�H�U�F�H�� �L�Q�W�H�J�U�D�W�L�R�Q�� �G�R�H�V�� �Q�R�W�� �F�R�Q�W�U�D�G�L�F�W�� �I�U�D�Q�F�K�L�V�H��

agreements and the law. 
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Research question 3: What role does e-commerce play in marketing practices for 

a franchise network? 

As anticipated, this research reinforced the premise in the marketing literature that 

�W�K�H�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �I�R�U�P�V�� �S�D�U�W�� �R�I�� �W�K�H�� �Q�H�W�Z�R�U�N�¶�V�� �R�Y�H�U�D�O�O�� �P�D�U�N�H�W�L�Q�J�� �F�K�D�Q�Q�H�O�V�� �V�W�U�D�W�H�J�\��

���3�H�U�U�L�J�R�W���	���3�p�Q�D�U�G�������������� and, therefore, has to be well-integrated into the marketing and 

overall business strategy of the franchise network. Franchisors reported that having a strong 

�H���F�R�P�P�H�U�F�H�� �S�U�H�V�H�Q�F�H�� �D�O�V�R�� �P�H�D�Q�W�� �W�K�D�W�� �W�K�H�� �F�R�P�S�D�Q�\�� �F�U�H�D�W�H�G�� �D�� �P�X�O�W�L-channel shopping 

experience and convenience for the customer. 

A frequently cited industry article 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 shocking when 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 providing them with the convenience of switching seamlessly between 

�W�K�H�� �F�K�D�Q�Q�H�O�V�� �L�Q�� �R�U�G�H�U�� �W�R�� �µr�H�V�H�D�U�F�K�� �R�Q�O�L�Q�H�� �D�Q�G�� �E�X�\�� �L�Q�� �V�W�R�U�H�¶�� �R�U�� �µresearch in store and buy 

�R�Q�O�L�Q�H�¶ was reported to be more important for the franchise organisation rather than the fact 

of selling online as such. 

Research Sub-question group II: Franchise Relationships (RQ4-RQ8) 

Research question 4: How does e-commerce affect the relationships between 

franchisees and franchisors? 

�$�V�� �R�S�S�R�V�H�G�� �W�R�� �W�K�H�� �L�Q�L�W�L�D�O�� �S�U�R�S�R�V�L�W�L�R�Q���� �W�K�D�W�� �W�K�H�� �L�Q�W�U�R�G�X�F�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�Uce may 

adversely influence franchisor-franchisee relationships, the results suggest a different 

assessment.  In particular, the results suggest that if the transition is managed properly and 

�L�I�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �U�L�J�K�W�V�� �D�U�H�� �U�H�V�S�H�F�W�H�G�� �D�Q�G�� �W�K�H�L�U�� �I�H�H�G�E�D�F�N�� �L�V�� �W�D�N�H�Q��into account, there is no 

negative impact on the relationship. Based on the findings of Phase I of this research, 
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nearly two-thirds (65%) of the franchisors that participated in the exploratory interviews 

reported that e��commerce had a positive impact on their 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 

�R�I�� �H���F�R�P�P�H�U�F�H���� �)�X�U�W�K�H�U�P�R�U�H���� �W�K�H likely positive impact on the relationships from the 

�L�Q�W�U�R�G�X�F�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �F�D�Q�� �E�H�� �H�[�S�O�D�L�Q�H�G�� �E�\�� �I�U�D�Q�F�K�L�V�H�H�� �V�D�W�L�V�I�D�F�W�L�R�Q�� �D�Q�G�� �W�K�H�� �R�Y�H�U�D�O�O��

success of this strategy for the franchise network as a whole. Indeed, the literature supports 

the correlation between franchisee satisfaction and their trust in franchisor competence and 

franchisor integrity (Davies et al., 2011). 

�5�H�V�H�D�U�F�K���T�X�H�V�W�L�R�Q���������+�R�Z���G�R���I�U�D�Q�F�K�L�V�H�H�V���S�H�U�F�H�L�Y�H���H���F�R�P�P�H�U�F�H���L�Q���W�K�H�L�U���V�\�V�W�H�P�" 

This research found that there has been a historical shift in franchisee perceptions of 

�H���F�R�P�P�H�U�F�H�� �L�Q�� �W�K�H�L�U�� �I�U�D�Q�F�K�L�V�H�� �V�\�V�W�H�P�V�� �E�D�V�H�G�� �R�Q�� �W�K�H�� �L�Q�W�H�U�Y�L�H�Z�V�� �Z�L�W�K�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�H�V��

themselves as well as the data reported by franchisors and franchise experts. Earlier in this 

research, it was found that franchisees often perceiv�H�G���H���F�R�P�P�H�U�F�H���D�F�W�L�Y�L�W�\���L�Q���W�K�H�L�U���Q�H�W�Z�R�U�N��

as a threat to their sales and profitability. Conversely, in the later stages of this research, 

�I�U�D�Q�F�K�L�V�H�H�V�� �Z�H�U�H�� �I�R�X�Q�G�� �W�R�� �X�Q�G�H�U�V�W�D�Q�G�� �H���F�R�P�P�H�U�F�H�� �E�H�W�W�H�U�� �D�Q�G�� �W�R�� �S�H�U�F�H�L�Y�H�� �L�W�� �D�V�� �D�Q��

�R�S�S�R�U�W�X�Q�L�W�\���I�R�U���W�K�H�L�U���E�X�V�L�Q�H�V�V�¶���R�U���W�K�H�L�U �Q�H�W�Z�R�U�N�¶�V���J�U�R�Z�W�K�����,�Q���D�G�G�L�W�L�R�Q�����I�U�D�Q�F�K�L�V�H�H�V���V�W�D�U�W�H�G���W�R��

�D�F�N�Q�R�Z�O�H�G�J�H�� �W�K�H�� �L�P�S�R�U�W�D�Q�F�H�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �W�K�H�� �P�D�U�N�H�W�L�Q�J�� �V�W�U�D�W�H�J�\�� �D�Q�G�� �L�W�V�� �U�R�O�H�� �D�V�� �D�Q��

indirect marketing tool, not merely a sales tool. 

Research question 6: What are the methods of franchisee engagement in 

�H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���F�U�H�D�W�L�R�Q�" 

�7�K�H���P�H�W�K�R�G�V���R�I���I�U�D�Q�F�K�L�V�H�H���H�Q�J�D�J�H�P�H�Q�W���L�Q���W�K�H���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���F�U�H�D�W�L�R�Q���Z�H�U�H���D��

dominant theme in this research.  Evidently, face-to-face communication is one of the most 

effective ways to get franchisee acceptance of an innovation; 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 process. This 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 dedicated 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 that the project team approach may be one of the most 

effective ways to seek franchisee input and develop successful strategies for complex 

strategic matters.  

In addition, modern methods of online communication, such as webinars and the 

intranet were found to be 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 face-to-face communication to answer any 

concerns or address a�Q�\�� �L�V�V�X�H�V�� �D�U�L�V�L�Q�J�� �I�U�R�P�� �W�K�H�� �F�R�P�S�O�H�[�� �Q�D�W�X�U�H�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q��

franchising.  

�5�H�V�H�D�U�F�K���T�X�H�V�W�L�R�Q���������:�K�D�W���L�V���W�K�H���U�R�O�H���R�I���I�U�D�Q�F�K�L�V�H�H�V���L�Q���V�K�D�S�L�Q�J���W�K�H���H���F�R�P�P�H�U�F�H��

strategies? 

�7�K�H�� �U�R�O�H�� �R�I�� �I�U�D�Q�F�K�L�V�H�H�V�� �L�Q�� �G�H�Y�H�O�R�S�L�Q�J�� �W�K�H�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �I�R�U�� �W�K�H�� �I�U�D�Q�F�K�L�V�H��

network is of utmost importance. According to the literature (Rao & Frazer, 2010) and the 

interviews conducted with franchise experts, poor franchisee acceptance is one of the 

�U�H�D�V�R�Q�V�� �I�R�U�� �W�K�H�� �I�D�L�O�X�U�H�� �R�I�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\���� �7�K�H�U�H�I�R�U�H���� �E�D�V�H�G�� �R�Q�� �W�K�H��

case research conducted, consultation with franchisees is one of the key factors for success 

because franchisees provide invaluable knowledge of customer expectations at the shop-

front in addition to operational knowledge. Moreover, some franchisees may have expert 

�N�Q�R�Z�O�H�G�J�H���L�Q���W�K�H���W�H�F�K�Q�R�O�R�J�L�F�D�O���D�V�S�H�F�W�V���R�I���H���F�R�P�P�H�U�F�H���D�Q�G���F�D�Q���S�U�R�Y�L�G�H���Y�D�O�X�D�E�O�H���L�Q�S�X�W���I�R�U��

�W�K�H���S�U�R�M�H�F�W���W�H�D�P�V���Z�R�U�N�L�Q�J���R�Q���W�K�H���G�H�Y�H�O�R�S�P�H�Q�W���R�I���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�L�H�V�����7�K�L�V���L�V���H�V�S�H�F�L�D�O�O�\��

important, as not all IT and technology experts understand franchising and the unique 

interdependencies of the franchising relationship. 

Additionally, according to the Cynefin framework for decision-making discussed 

earlier in this chapter, complicated contexts such as �W�K�H�� �L�Q�W�U�R�G�X�F�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�W�R��

franchise networks, warrant expert panels to analyse current situations and make informed 

decisions. In support of this, Snowden and Boone (2007) highlight that non-experts should 
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also be called in to critically evaluate the decision-making process by the expert panel to 

avoid the danger of the experts being overconfident in their own solutions or in the efficacy 

of past solutions, which may happen with franchise consultants or Internet consultants who 

�K�D�Y�H�� �K�D�G�� �S�D�V�W�� �H�[�S�H�U�L�H�Q�F�H�� �L�Q�� �K�H�O�S�L�Q�J�� �I�U�D�Q�F�K�L�V�H�� �Q�H�W�Z�R�U�N�V�� �V�H�W�� �X�S�� �H���F�R�P�P�H�U�F�H���� �+�Rwever, as 

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 non-experts, which may serve to prevent poor decisions by encouraging 

�³�V�W�D�N�H�K�R�O�G�H�U�V�� �W�R�� �F�K�D�O�O�H�Q�J�H�� �H�[�S�H�U�W�� �R�S�L�Q�L�R�Q�V�� �W�R�� �F�R�P�E�D�W�� �H�Q�W�U�D�L�Q�H�G�� �W�K�L�Q�N�L�Q�J�´��(Snowden & 

Boone, 2007, p. 7). 

Research question 8: How does franchisee engagement in strategy creation affect 

�H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�L�H�V�" 

According to the interviews conducted during the case studies, franchisee input into 

�W�K�H�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �D�I�I�H�F�W�V�� �P�D�Q�\�� �G�L�I�I�H�U�H�Q�W�� �D�V�S�H�F�W�V�� �R�I�� �H���F�R�P�P�H�U�F�H�� �V�W�U�X�F�W�X�U�H�� �Z�L�W�K�L�Q�� �D��

franchise network. First, franchisee engagement in the strategy creation has an influence on 

the extent to which cust�R�P�H�U�� �Q�H�H�G�V�� �D�U�H�� �U�H�I�O�H�F�W�H�G�� �E�\�� �W�K�H�� �H���F�R�P�P�H�U�F�H�� �V�W�U�X�F�W�X�U�H���� �2�W�K�H�U��

aspects, based on the interviews conducted for this research, may include pricing of the 

products or services offered online as opposed to pricing in the �µbricks-and-mortar�¶ stores, 

logistics arrangements, and integration of the online sales into their operations. In addition, 

according to the interviews with the franchisees, they are satisfied because they feel valued 

and because the franchisor considers their feedback. Furthermore, this study reinforces the 

strategic  management literature that the approach taken in strategy-making in turbulent 

environments should be democratic, bottom-up, adaptive and emergent (Mason, 2007). 
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Research Sub-question group III: Franchise Performance and 

Regulation (RQ9-RQ10) 

Research question 9: How does e-commerce 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 

model or e-commerce financial model? 

Research question 9.3: What factors do franchisors need to consider for developing 

an appropriate e-commerce model for their business? 

Based on the research findings, there is no simple or standard solution to the profit-

�V�K�D�U�L�Q�J�� �R�I�� �R�Q�O�L�Q�H�� �V�D�O�H�V�� �L�Q�� �H���F�R�P�P�H�U�F�H���� �(�Y�H�U�\�� �J�U�R�X�S�� �L�V�� �G�L�I�I�H�U�H�Q�W���L�Q�� �W�K�H�� �Z�D�\�� �W�K�H�L�U�� �P�R�G�H�O�� �L�V��

structured. Each one has to be worked out individually and there is no standard approach 

that can be applied. According to the franchise experts, it is important that this model is 

developed in consensus with the group and with strong leadership behind 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 franchise system. First, the type of 

�E�X�V�L�Q�H�V�V�� �W�K�D�W�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�� �L�V�� �L�Q�Y�R�O�Y�H�G�� �L�Q�� �Z�L�O�O�� �G�H�W�H�U�P�L�Q�H�� �W�K�H�� �Z�D�\�� �W�K�D�W�� �H���F�R�P�P�H�U�F�H�� �L�V��

implemented and thus, the way that the revenue is shared. For example, service franchises 

are likely to have a considerably different system to retail franchises. In addition, the 

peculiarities of each network will influence financial decisions. Second, the degree of 

involvement of franchisees in order fulfilment will  determine how the revenues from the 

online sales are split. For example, if the franchisees 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 customer less an administration/service fee. On the contrary, 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 will  have a big impact on how the financial model is structured. In addition, 

the way that the online orders are managed (centrally or by individual franchisees) will also 

have an impact on the profit-sharing 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 places an online order12, 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 reputation and 

�W�K�H���R�Y�H�U�D�O�O���V�X�F�F�H�V�V���R�I���W�K�H���I�U�D�Q�F�K�L�V�H�¶�V���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\�����$�F�F�R�U�G�L�Q�J���W�R���W�K�H���L�Q�W�H�U�Y�L�H�Z���G�D�W�D����

there is collective benefit to be earned from the arrangement where proceeds from online 

sales flow to the marketing fund from which, traditionally and in theory, all franchisees 

should benefit. In addition, franchisees have a good oversight of the marketing fund and 

therefore they have extra protection to make sure these funds are going to be used for the 

benefit of the group and not by the franchisor. Moreover, the revised Franchising Code 

�V�S�H�F�L�I�L�F�D�O�O�\���U�H�J�X�O�D�W�H�V���W�K�H���I�U�D�Q�F�K�L�V�H�H�V�¶���D�F�F�H�V�V���W�R���I�L�Q�D�Q�F�L�D�O���L�Q�I�R�U�P�D�W�L�R�Q���L�Q���W�K�H���P�D�U�N�H�W�L�Q�J���I�X�Q�G��

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 from the in-store offering. In order to make a 

differentiation and to make the price difference between the online and in-store 

environments less obvious to the consumer, some franchisors have found it helpful to create 

offers online that are different to those in store; for example, the products sold online may 

be a different size or bundled with another product, or under a different brand. 

                                                 
12 �$�V���Q�R�W�H�G���E�\���R�Q�H���R�I���W�K�H���H�[�S�H�U�W�V���L�Q�W�H�U�Y�L�H�Z�H�G���I�R�U���W�K�L�V���U�H�V�H�D�U�F�K���³�+�R�Z���W�R���W�U�D�F�N���H�[�D�F�W�O�\���Z�K�H�U�H���W�K�H���R�U�G�H�U���L�V��

coming from? If the order is by delivery address, it may not reflect the true picture of where that client sits: 
�W�K�H�\���P�L�J�K�W���J�H�W���L�W���G�H�O�L�Y�H�U�H�G���W�R���W�K�H�L�U���Z�R�U�N�����K�R�P�H�����R�U���W�K�H�L�U���P�X�P�¶�V���D�G�G�U�H�V�V�����+�R�Z���W�K�H���K�H�O�O���G�R���\�R�X���P�D�N�H���W�K�D�W��
determination? If you decide the location by their point of order �± well, what if they are driving 
�V�R�P�H�Z�K�H�U�H�"�´�����(�[�S�H�U�W������ 
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Research question 10: How does the regulatory framework impact on the 

development of e-commerce in franchising? How can the relevant legal issues be 

reconciled? 

The regulatory framework has had a considerable effect on the development of 

�H���F�R�P�P�H�U�F�H�� �L�Q��the Australian franchising sector due to the introduction of the revised 

Franchising Code in January 2015. In addition, the amendment to the Small Business and 

Unfair Contract Terms Act 2015 (Cth)     on the unfair contract terms may have an effect on 

the way fr�D�Q�F�K�L�V�R�U�V���V�W�U�X�F�W�X�U�H���W�K�H�L�U���H���F�R�P�P�H�U�F�H���D�U�U�D�Q�J�H�P�H�Q�W; yet it may be too early to see 

how the introduction of these changes in the legislation will translate into practice. 

�$�O�W�K�R�X�J�K���� �H���F�R�P�P�H�U�F�H�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J�� �K�D�V�� �X�Q�G�H�U�J�R�Q�H�� �D�� �V�L�J�Q�L�I�L�F�D�Q�W�� �G�H�Y�H�O�R�S�P�H�Q�W�� �L�Q�� �W�K�H�� �O�D�V�W��

five years, the legislative changes have inspired more development in this area due to the 

online sales and the disclosure thereof being regulated by the revised Code.  

First of all, franchisors have to update their disclosure documents by law so that 

these 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 

�U�H�I�O�H�F�W�� �W�K�H�� �F�X�U�U�H�Q�W�� �H���F�R�P�P�H�U�F�H�� �S�R�O�L�F�\�� �D�V�� �Z�H�O�O�� �D�V�� �O�L�N�H�O�\�� �I�X�W�X�U�H�� �G�H�Y�H�O�R�S�Pents on the 

�I�U�D�Q�F�K�L�V�R�U�¶�V���S�O�D�Q���I�R�U���W�K�L�V���G�R�P�D�L�Q�� 

In addition, the necessary changes may need to be made to the existing contracts in 

�R�U�G�H�U�� �W�R�� �H�Q�V�X�U�H�� �W�K�D�W�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �D�F�W�L�R�Q�V�� �D�U�H�� �Q�R�W�� �L�Q�� �F�R�Q�I�O�L�F�W�� �Z�L�W�K�� �W�K�H�L�U�� �R�Z�Q�� �I�U�D�Q�F�K�L�V�H��

agreements. In particular, these changes 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 terms �±  Small 

Business and Unfair Contract Terms Act 2015 (Cth) �±  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 

consequences for 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 franchisors are moving away from 
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traditional definitions of exclusive franchise territory and instead they are now using terms 

�V�X�F�K���D�V���µ�S�U�L�P�H���P�D�U�N�H�W�L�Q�J���D�U�H�D�¶�����D�Q�G���G�H�I�L�Q�H�G���W�H�U�U�L�W�R�U�L�H�V�����Z�K�L�F�K���P�D�\���E�H���O�L�P�L�W�H�G���W�R���D���S�K�\�V�L�F�D�O��

store location. This change may be explained by the restrictive (for the franchisor) nature of 

the classical definition of the franchise territory, which came in use prior to the advent of 

�W�K�H�� �W�U�D�Q�V�D�F�W�L�R�Q�D�O�� �Z�H�E�V�L�W�H�V�� �D�Q�G�� �H���F�R�P�P�H�U�F�H���� �)�U�D�Q�F�K�L�V�R�U�V�� �P�D�\�� �E�H�� �V�Z�L�W�F�K�L�Q�J�� �W�R�� �W�K�H�V�H�� �Q�H�Z��

definitions to have more freedom 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 exclusive rights over this territory regardless of the marketing channel through 

which a client transacted with the franchise brand, which may have adverse consequences 

�I�R�U�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U���� �V�X�F�K�� �D�V�� �L�Q�� �W�K�H�� �'�\�P�R�F�N�V�¶�� �F�D�V�H�� ��Dymocks Holdings Pty Ltd v Top Ryde 

Booksellers Pty Ltd, 2000). 

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 explain the 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 franchisee participation in strategy creation through the 

project team approach, which is designed to increase franchisee acceptance and seek their 

valuable input into strategy. Lastly, a model was developed to assist understanding of 

different options for distr�L�E�X�W�L�R�Q�� �D�U�U�D�Q�J�H�P�H�Q�W�V�� �L�Q�� �V�W�U�X�F�W�X�U�L�Q�J�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J��

where centralisation versus decentralisation has been found to be one of the main decisions 

�W�R���E�H���P�D�G�H���L�Q���W�K�H���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\�� 

Theoretical model developed from this research. 

A conceptual model for the introduction of change into franchise networks was 

developed, based on this research, which can serve for further research and hypothesis 

testing. Consistent with existing literature in organisational change (Elving, 2005), it is 



 

 

183 

 

hypothesised that resistance to change can be minimised, and therefore franchisee 

acceptance increased, through the broad engagement of franchisees (as key stakeholders), 

the provision of appropriate education and training and careful consideration of 

relationships with them. In this framework, clear, consistent and effective communication is 

the cornerstone for success. As explained earlier in this thesis, and in line with 

organisational change literature (Elving, 2005), communication during a change process 

can be conducted with 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 change. Effective communication, in the meaning of this framework, 

is communication that prioritises relationships with franchisees by engaging them in 

decision-making and 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 the project team approach to seek franchisee input into strategy and 

(2) maintaining clear and consistent communication with the entire franchise network 

about the change. 

It is also proposed that a healthy franchise relationship, positive organisational 

culture and trust in franchisor competence and integrity (Davies et al., 2011; Grace, Frazer, 

Weaven, & Dant, 2016; White, 2010; Wright & Grace, 2011) can decrease resistance to 

change and contribute to franchisee acceptance and readiness for change. In addition, 

Watson and Johnson (2010) found that the quality of the franchise relationship is 

influenced by effective communication, among other factors, which is, in turn, critical in 

ensuring a relationship characterised by trust and commitment. 
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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 model. 

The eight-step model for effective franchisee participation in the strategy creation 

was formulated based on Phase I and Phase II of this research and was presented in detail in 

chapter 5 of this thesis. Although Case 1 and Case 2 that participated in this research 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 approach) would be more effective in working on a complex project such as 

the introduction of e-commerce 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 I as well as by the franchise experts interviewed for this research. Figure 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 approach adopted in this model where franchisee input is sought in creating an 

�H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\�� ���R�U���P�D�N�L�Q�J���D�Q�R�W�K�H�U���L�P�S�R�U�W�D�Q�W���G�H�F�L�V�L�R�Q���Z�L�W�K�L�Q���W�K�H���I�U�D�Q�F�K�L�V�H���Q�H�W�Z�R�U�N����

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 decision-making as well as the 

leadership of the franchisee community. Although, the unique relational structure between 

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 

�I�U�D�Q�F�K�L�V�H�H�V�� �D�Q�G�� �L�Q�F�O�X�G�H�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�H�¶�V�� �L�Q�S�X�W�� �L�Q�W�R�� �V�W�U�D�W�H�J�\�� �K�D�Y�H�� �D��higher chance of 

succeeding in the long term. 

Implications 

Implications for practice provide practical guidelines for the franchising sector and 

�D�� �V�H�W�� �R�I�� �U�H�F�R�P�P�H�Q�G�D�W�L�R�Q�V�� �W�R�� �I�R�O�O�R�Z�� �Z�K�H�Q�� �G�H�V�L�J�Q�L�Q�J�� �D�Q�G�� �L�P�S�O�H�P�H�Q�W�L�Q�J�� �D�Q�� �H���F�R�P�P�H�U�F�H��

strategy that reflect the findings of this research. 

e-Commerce structures for retail and service franchising. 

�7�K�H���H���F�R�P�P�H�U�F�H���V�W�U�X�F�W�X�U�H�V���I�R�U���U�H�W�D�L�O���D�Q�G���V�H�U�Y�L�F�H���I�U�D�Q�F�K�L�V�H�V���G�L�V�F�X�V�V�H�G���L�Q���W�K�L�V���V�H�F�W�L�R�Q��

reflect and synthesise various parts of this research (including case studies, expert 

int�H�U�Y�L�H�Z�V�����D�Q�G���3�K�D�V�H���,���R�I���W�K�L�V���G�R�F�W�R�U�D�O���U�H�V�H�D�U�F�K�����D�V���Z�H�O�O���D�V���H�[�S�D�Q�G�L�Q�J���R�Q���W�K�H���H���F�R�P�P�H�U�F�H��

models in franchising from the literature. This model (Figure 7.4) presents the typology for 

�H���F�R�P�P�H�U�F�H�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J�� �G�H�S�H�Q�G�L�Q�J�� �R�Q�� �W�K�H�� �Q�D�W�X�U�H�� �R�I�� �W�K�H�� �E�X�V�L�Q�H�V�V���� �W�K�H�� �G�L�V�W�Uibution 

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: centralisation and decentralisation. Although the decentralisation of the 

�I�U�D�Q�F�K�L�V�R�U�¶�V���E�X�V�L�Q�H�V�V���L�V���L�Q�K�H�U�H�Q�W���W�R���W�K�H���Y�H�U�\���Q�D�W�X�U�H���R�I���I�U�D�Q�F�K�L�V�L�Q�J�����7�H�U�U�\�������������������D�W���W�K�H���Y�H�U�\��

core of e-commerce lays the centralisation of distribution. This fact has unquestionable 
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implications for franchising.  It means that many current franchise models will need to be 

�U�H�D�V�V�H�V�V�H�G�� �L�Q�� �O�L�J�K�W�� �R�I�� �K�R�Z�� �H���F�R�P�P�H�U�F�H�� �F�D�Q�� �E�H�� �L�P�S�O�H�P�H�Q�W�H�G�� �P�R�V�W�� �H�I�I�H�F�W�L�Y�H�O�\�� �L�Q�� �H�D�F�K��

individual franchise system. However, despite the natural tendency for decentralisation 

determined by the nature of franchising, centralisation has systemic benefits for the use of 

�H���F�R�P�P�H�U�F�H���L�Q���W�K�H���Q�H�W�Z�R�U�N���� 

The choice of centralisation or decentralisation is relevant for both retail and service 

industries. The difference between the industries 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 ordering systems were identified. In the retail industry, when centralised 

distribution was selected, it was implemented through setting up a centralised warehouse 

from where orders would be shipped, and creating a separate business unit responsible for 

the operation and the administration of �W�K�H�� �H���F�R�P�P�H�U�F�H�� �G�L�Y�L�V�L�R�Q�� ���5�&��13. When a 

decentralised distribution arrangement was selected in the retail setting, two modes of 

operation were identified: (RD1)14 and (RD2). In the first option (RD1) the entire franchise 

network executed 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 (RD1) and 

(RD2) are of equal plausibility depending on the nature of the franchise, its geographic 

dispersity, and the nature of the product being sold online. In some cases, (RD1) is more 

favourable where the entire franchise network participates in the online sales to offer 

greater convenience to the customer and provide equal opportunities to all franchisees. In 

�R�W�K�H�U�� �F�D�V�H�V���� �X�V�L�Q�J�� ���5�'������ �P�R�G�H�O�� �L�V�� �P�R�U�H�� �E�H�Q�H�I�L�F�L�D�O�� �L�Q�� �R�U�G�H�U�� �W�R�� �V�L�P�S�O�L�I�\�� �W�K�H�� �H���F�R�P�P�H�U�F�H��

structure, where not all franchisees are willing to participate in the online sales channel, 

whereas a group of selected pro-active franchisees is prepared operationally to manage 

online orders for a wider geographical area and make the online channel one of their daily 

priorities.  

                                                 
13 RC stands for Retail Centralised 
14 RD stands for Retail Decentralised 



 

 

189 

 

In the service industry, there were also 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 service to the client that were identified through his research: (SC1)15 and 

(SC2). In SC1, order fulfilment is assigned to franchisees, which may utilise postcode or 

other criteria, and in this situation, most of the administrative tasks involved in managing 

orders 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 franchise, such as 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 one hand, 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 may be damaging for the brand, if the 

contractor does not deliver on the promise of the franchise. 

In a decentralised service arrangement (SD16) the online orders were placed directly 

with the franchisees and there was no centralised system for order distribution. While 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 distribution would 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. 

                                                 
15 SC stands for Service Centralised 
16 SD stands for Service Decentralised 
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Figure 7.4:  e��Commerce structures for retail and service franchises. 

Source: Developed for this research. 

�7�K�H���E�H�Q�H�I�L�W�V���R�I���F�H�Q�W�U�D�O�L�V�D�W�L�R�Q�����R�S�S�R�U�W�X�Q�L�W�L�H�V���I�R�U���H��Commerce application in 

services. 

For the franchise sector and especially for the service industry, there is an 

oppo�U�W�X�Q�L�W�\���W�R���X�V�H���W�K�H���W�R�R�O�V���R�I���H���F�R�P�P�H�U�F�H���I�R�U���W�K�H���E�H�Q�H�I�L�W���R�I���W�K�H���E�U�D�Q�G�����W�K�H���I�U�D�Q�F�K�L�V�H�H�V���D�Q�G��

the customer. E���F�R�P�P�H�U�F�H�� �F�D�Q�� �D�G�G�� �Y�D�O�X�H�� �W�R�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�G�� �V�H�U�Y�L�F�H�� �L�Q�G�X�V�W�U�\���� �H�V�S�H�F�L�D�O�O�\�� �L�Q��

mobile services, by centralising the booking system. In particular, franchisees would 

benefit from the model where a franchisor took care of the ordering and liaised with 

customers through this online platform so that the franchisees could focus on order 

fulfilment (for example, making pizzas or mowing lawns) rather than managing orders or 

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 goods. The 

centralised ordering (and payment) system especially, may benefit blue-collar-service 

franchisees, which typically seek people for the technical aspects of their trade: 

 

Many of the blue-collar-�V�H�U�Y�L�F�H���I�U�D�Q�F�K�L�V�H�V���D�U�H���O�L�N�H���W�K�D�W�����-�L�P�¶�V���P�R�Z�L�Q�J���D�W�W�U�D�F�W�V���O�D�Z�Q��

mowing guys because they like being outdoors and push lawn mowers around. They 

�G�R�Q�¶�W�� �P�L�Q�G�� �Z�R�U�N�L�Q�J�� �E�\�� �W�K�H�P�V�H�O�Y�H�V���� �Z�K�L�F�K�� �P�H�D�Q�V�� �W�K�H�\�� �D�U�H�� �Q�R�W�� �S�D�U�W�L�F�X�O�D�U�O�\�� �V�R�F�L�D�O��

�S�H�R�S�O�H���D�Q�G���S�U�R�E�D�E�O�\���G�R�Q�¶�W���K�D�Y�H���Y�H�U�\���J�R�R�G���S�H�R�S�O�H�¶�V���V�N�L�O�O�V���R�U���V�D�O�H�V���V�N�L�O�O�V�����>�«�@�E�O�X�H-

collar-service franchisees are generally very ordinary in their abilities to sell their 

services and any related products. However, having an effective e-commerce 

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 a suitable time for 

their appointment. The franchisor could provide a performance guarantee; for example, if 

the tradesman is late, the guaranteed price would be reduced by a certain percentage or 

�D�P�R�X�Q�W���I�R�U���H�Y�H�U�\���K�R�X�U���W�K�D�W���W�K�H�\���D�U�H���O�D�W�H�����$�V���D���U�H�V�X�O�W�����W�K�H���H���F�R�P�P�H�U�Fe platform for service 

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, professional and enabling them to 

concentrate on the technical aspects of their work. 

The benefits of centralisation: e-Commerce application in retail. 

�7�K�H�� �U�H�W�D�L�O�� �L�Q�G�X�V�W�U�\�� �P�D�\�� �D�O�V�R�� �E�H�Q�H�I�L�W�� �I�U�R�P�� �D�� �F�H�Q�W�U�D�O�L�V�H�G�� �H���F�R�P�P�H�U�F�H�� �P�R�G�H�O���� �6�R�P�H��

progressive franchise groups were able to engineer an arrangement where a distribution 

centre was set up together with a web-based e-commerce platform and a separate division 

that would be charged with the responsibility for this business channel. It would be totally 
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transparent. It 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 research costs would 

go into the marketing fund for deployment into the benefit of the brand.  

 

�>�«�@���$�Q�G���L�Q���V�R�P�H���J�U�R�X�S�V���Z�H���X�V�H�G���W�K�R�V�H���I�X�Q�G�V���W�R���R�I�I�V�H�W���W�K�H���F�R�Q�I�H�U�H�Q�F�H���F�R�V�W�V���� �,�� �Z�D�V��

on a number of strategic working groups in framing these things. And it has always 

been my view the best 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 the pricing 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 services offered online are priced the same or differently (usually 

less) than those offered through their �µbricks-and-mortar�¶ 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 networks, it would mean that products sold online may be branded 

differently, bundled in a certain distinctive �Z�D�\���D�V�����I�R�U���H�[�D�P�S�O�H�����D�V���D�Q���³�R�Q�O�L�Q�H���R�U�G�H�U���V�S�H�F�L�D�O��

�R�Q�O�\�´������ �R�U�� �G�L�I�I�H�U�H�Q�W�L�D�W�H�G�� �L�Q��some other way (for example, different quantity of product is 

offered online as opposed to in store). For a service industry, it would mean that the service 

may be less personalised and more �µdo-it-yourself�¶ or self-service (as in Case 1 of this 

research). Finally, the decision on pricing is closely related with the overall structure of 

�H��commerce within each individual franchise network. The table below summarises the 

pricing �µpaths�¶ described 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 

than in store and the 
degree of personalised 
service to the customer 
is less. 

The offers online and 
those in stores are 
different so that it 
becomes harder to 
compare prices 
between online and �µin 
store�¶. The price is only 
slightly less online so 
that it is competitive 
and profitable but not 
detrimental to 
franchisees. 

Price online is the same 
as the price in store and 
the level of service is the 
same as if the 
service/product was 
purchased through other 
marketing channels 

Source of data Based on Case 1 of this 
research and on 
interview data from 
Phase I. 

Based on expert 
interviews and on 
interview data from 
Phase I. 

Based on Case 2 of this 
research and on 
interview data from 
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 

�K�H�O�S�L�Q�J�� �W�K�H�P�� �J�R�� �W�K�U�R�X�J�K�� �W�K�H�� �W�U�D�Q�V�L�W�L�R�Q�� �U�H�T�X�L�U�H�G�� �I�R�U�� �L�P�S�O�H�P�H�Q�W�L�Q�J�� �H���F�Rmmerce in their 

network. Indeed, Watson and Johnson (Watson & Johnson, 2010, p. 63) found evidence 

that "listening and mutual respect between franchisor and franchisees provide the 

foundation for a successful franchise system", and they suggest that this can be achieved 

through a compassionate leadership style. 

Moreover, franchisees in this research have specifically alluded to the personality, 

the experience or the skillset of their CEO or another senior franchisor team member 

involved in the development and the implementation of the e-commerce strategy, where the 

leadership role of that individual seemed to influence franchisees' perceptions about 

franchisor leadership and the relationship in general. This findings augment the literature, 

affirming that the franchisor�±franchisee relationship seems to be an individual to individual 

(franchisor, CEO etc.) relationship, rather than an individual to collective (franchise firm, 

franchisor team) relationship, which is unsurprising because the franchisor has a key role in 
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evolving the organisational culture and communicating the vision of the franchise. 

Although, Watson and Johnson (2010) found this to be true in small franchise firms, 

proposing that it may not be the case for larger franchise organisations because of the 

organisational complexity pertinent to large systems, this study found the same perceptions 

�R�I�� �W�K�H�� �I�U�D�Q�F�K�L�V�R�U�¶�V�� �O�H�D�G�H�U�V�K�L�S��held by franchisees where the role of the franchisor still 

remains very important in motivating franchisees and communicating organisational vision. 

Consumer considerations. 

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 the e-commerce structure. Both franchisors and franchisees have 

to share same views of the reasons for their adoption of �H���F�R�P�P�H�U�F�H; and that is to offer 

convenience and multi-channel experience to the customer interacting with their brand. As 

it was found in the expert �L�Q�W�H�U�Y�L�H�Z�V�����³�F�X�V�W�R�P�H�U�V���G�R���Q�R�W���F�D�U�H���Z�K�H�W�K�H�U���W�K�H�\���D�U�H���E�X�\�L�Q�J���I�U�R�P��

you in the physical store or online. To them, they are interacting with the brand either 

�Z�D�\�´���� �,�I���W�K�H���H���F�R�P�P�H�U�F�H���L�V���Q�R�W���V�W�U�X�F�W�X�U�H�G���D�S�S�U�R�S�U�L�D�W�H�O�\�� �I�R�U���D���S�D�U�W�L�F�X�O�D�U���I�U�D�Q�F�K�L�V�H���E�X�V�L�Q�H�V�V��

and not implemented 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 

�W�K�L�V���U�H�V�H�D�U�F�K�����I�U�D�Q�F�K�L�V�H�H�V���D�U�H���E�H�V�W���S�O�D�F�H�G���W�R���N�Q�R�Z���W�K�H�L�U���F�X�V�W�R�P�H�U�V�¶���Q�H�H�G�V�����7�K�X�V�����I�U�D�Q�F�K�L�V�H�H�V�¶��

�L�Q�S�X�W�� �L�Q�W�R�� �K�R�Z�� �H���F�R�P�P�H�U�F�H�� �V�K�R�X�O�G�� �E�H�� �V�W�U�X�F�W�X�U�H�G�� �D�Q�G�� �G�H�V�L�J�Q�H�G�� �E�H�F�R�P�H�V�� �L�Q�Y�Dluable if the 

network aims to improve brand experience, which in turn increases customer satisfaction 

and brand loyalty (Brakus, Schmitt, & Zarantonello, 2009). 

The importance of marketing channel integration is further highlighted by the 

following quote f�U�R�P�� �W�K�L�V�� �U�H�V�H�D�U�F�K�� �P�D�G�H�� �E�\�� �R�Q�H�� �R�I�� �W�K�H�� �S�U�R�P�L�Q�H�Q�W�� �V�H�F�W�R�U�� �H�[�S�H�U�W�V���� �³�9�D�O�X�H��

proposition, brand image and even store design all have to align. The customer expects to 

�V�Z�L�W�F�K�� �V�H�D�P�O�H�V�V�O�\�� �E�H�W�Z�H�H�Q�� �W�K�H�� �P�D�U�N�H�W�L�Q�J�� �F�K�D�Q�Q�H�O�V�� �D�Q�G�� �H�[�S�H�F�W�V�� �V�S�H�H�G�� �D�Q�G�� �F�R�Q�Y�H�Q�L�H�Q�F�H���´��

Moreover, industry statistics indicate that even if customers are not directly purchasing 

online, 8 out of 10 are using the Internet to research purchases (Forman & Miles, 2016), 
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�I�X�U�W�K�H�U���V�X�J�J�H�V�W�L�Q�J���W�K�H���L�P�S�R�U�W�D�Q�F�H���R�I���K�D�Y�L�Q�J���D���W�K�R�U�R�X�J�K���H���F�R�P�P�H�U�F�H���D�Q�G���R�Q�O�L�Q�H���V�W�U�D�W�H�J�\���I�Rr 

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 with customer reviews online 

(especially negative reviews) can be detrimental to the brand reputation, which reinforces 

the literature in this domain (Sparks, So, & Bradley, 2016). Sparks et al. (2016) highlight 

the importance of effective online reputation management as well as the importance of 

�W�L�P�H�O�\���U�H�V�S�R�Q�V�H���W�R���H���F�R�P�S�O�D�L�Q�W�V���D�V���L�W���D�I�I�H�F�W�V���F�R�Q�V�X�P�H�U���G�H�F�L�V�L�R�Q�V���W�R���L�Q�W�H�U�D�F�W���Z�L�W�K���W�K�H���E�U�D�Q�G�� 

Profit sharing and Franchising: B2C e��Commerce models. 

This research also aimed to better understand the profit-sharing that occurs when 

franchise networks conduct online sales. As, mentioned in chapter 2 of this thesis, there are 

�W�K�U�H�H�� �P�D�L�Q�� �H���F�R�P�P�H�U�F�H�� �S�U�R�I�L�W-sharing models in franchising most commonly cited in the 

literature elaborated by (Plave & Amolsch) and further condensed by Plave and Miller 

(2001): (1) the franchisor conducts e-commerce on its own, controlling and retaining the 

profits; (2) the franchisor controls and conducts e-commerce with the participation of the 

franchisees; and (3) the franchisees conduct electronic commerce on their own, controlling 

and retaining the profits. Based on the data from this research, there is a fourth model, 

�Z�K�H�U�H�� �W�K�H�� �S�U�R�I�L�W�V�� �I�U�R�P�� �H���F�R�P�P�H�U�F�H�� �D�F�W�L�Y�L�W�\�� �L�Q�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�� �Q�H�W�Z�R�U�N�� �D�U�H�� �D�V�V�L�J�Q�H�G�� �W�R�� �W�K�H��

marketing fund for the benefit of the entire network and used for purposes such as 

offsetting franchise conference costs or funding national-level marketing campaigns. It was 

�D�O�V�R�� �I�R�X�Q�G�� �W�K�D�W���I�R�U�� �J�U�H�D�W�H�U���W�U�D�Q�V�S�D�U�H�Q�F�\���� �W�K�H�� �H���F�R�P�P�H�U�F�H�� �X�Q�L�W���P�D�\�� �E�H�� �V�H�W�� �X�S�� �D�V�� �D�� �V�H�S�D�U�D�W�H��

business unit. This fourth model makes a contribution to franchising research as well as the 

field of franchise practice by offering an alternative solution to profit-sharing from online 

sales. 
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Figure 7.5:  �0�R�G�H�O�V���I�R�U���H��commerce 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 this research. Firstly, 

�I�U�D�Q�F�K�L�V�R�U�V�� �V�K�R�X�O�G�� �L�Q�Y�R�O�Y�H�� �I�U�D�Q�F�K�L�V�H�H�V�� �L�Q�� �G�H�Y�H�O�R�S�L�Q�J�� �W�K�H�L�U�� �V�\�V�W�H�P�¶�V�� �H-commerce strategy. 

Secondly, the communication about the forthcoming change and its implementation should 

be timely, clear, consistent and regular, and underpinned by the values of transparency and 

mutual benefit of the franchisor and the franchisees, at the 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 as a genuine partnership. As encroachment is a 

sensitive issue and e-commerce embodies such an important strategic decision, the 

unilateral action by the franchisor could potentially limit cooperation and have a negative 

overall effect on the franchisor�±franchisee relationship (Hellriegel & Vincent, 2000). For 

franchisors integrating e-commerce into an existing system (that was not initially designed 

(1) the franchisor conducts                 
e-commerce on its own, controlling 
and retaining the profits  

(2) the franchisor controls and 
conducts e-commerce with the 
participation of the franchisees; thus 
profits are shared between the 
franchisor and the franchisees 

(3) the franchisees conduct electronic 
commerce on their own, controlling and 

retaining the profits 

(4)* the franchisor and the franchisees 
partake in executing e-commerce, and 
profits are deposited into the marketing 

fund 

Models for e-commerce in 
franchising 
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to incorporate the impact of online sales on franchisee territories), the optimal approach for 

developing a successful e��commerce policy and strategy is to work collaboratively with 

franchisees (Terry, 2002). Involving franchisees in the �G�H�Y�H�O�R�S�P�H�Q�W�� �R�I�� �W�K�H�� �Q�H�W�Z�R�U�N�¶�V��

�H��commerce strategy and policy can also benefit the franchisor-franchisee relationship in 

general (Abell & Scott, 2000; Hellriegel & Vincent, 2000). Alternatively, franchisors who 

�H�[�F�O�X�G�H�� �I�U�D�Q�F�K�L�V�H�H�V�� �H�Q�W�L�U�H�O�\�� �I�U�R�P�� �W�K�H�� �G�H�F�L�V�L�R�Q�V�� �D�U�R�X�Q�G�� �H���F�R�P�P�H�U�F�H�� �F�R�X�O�G�� �H�Y�H�Q�� �I�D�F�H�� �O�H�J�D�O��

action if they are violating franchise or competition laws (Abell & Scott, 2000). 

In addition, franchisors need to take a few important considerations into account 

when developing e-commerce strategies for their business. First, the significant initial 

investment that an 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 of any e-commerce 

strategy, as the inability to fulfil orders properly and promptly was found to be one of the 

leading causes for the failure of e-commerce businesses (Plave & Amolsch, 2000); 

therefore, a strong emphasis on smooth operational integration is required. Third, there is 

an important opportunity for using the Internet to develop meaningful and lasting 

relationships with customers that can be carried out effectively through various Web 2.0 

technologies, and to offer customers a multi-channel retailing experience. Indeed, 

interaction between franchisors and customers via the Internet was found to 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 system provides, 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 relation 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 participative processes may improve practices in franchising 

and reduce the occurrence of disputes. 

�x �$�O�W�K�R�X�J�K�� �W�K�L�V�� �W�K�H�V�L�V�� �I�R�F�X�V�H�V�� �R�Q�� �I�U�D�Q�F�K�L�V�R�U�� �H���F�R�P�P�H�U�F�H���� �W�K�H�� �P�R�G�H�O�V�� �G�H�Y�H�O�R�S�H�G��

here can be applied beyond the settings of e-commerce in franchising. It is 

proposed that the model for franchisee participation would apply to any major 

change occurring within a franchise or when a major decision is 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 are also closely linked with organisational change literature and 

with organisational culture literature and may potentially make a contribution 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 Europe, there are 

considerable differences between the European Union (EU) and Australia regarding the 

�L�V�V�X�H�V�� �S�H�U�W�D�L�Q�L�Q�J�� �W�R�� �W�K�H�� �X�V�H�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �I�U�Dnchising. Due to the difference in 

regulatory frameworks in Australia and in the EU, problems that arise in practice vary 

across the globe; this understanding is important for practitioners and academics alike. The 

enactment of a rule (no. 330/2010) by the European Commission that took effect on June 

1st, 2010 along with new guidelines on vertical restraints (2010/C130/01) recognises the 

right of distributors (in this case, franchisees) to sell products online, with a provision that a 

supplier (in this case, the franchisor) may control the quality of websites used by its 

distributors (Perrigot, Basset, Briand-Meledo, & Cliquet, 2013; Perrigot, Basset, Briand, & 

Cliquet, 2013). Effectively, franchisors in the EU region cannot prohibit their franchisees 

from selling products sourced through the franchise via transactional websites.  
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In contrast, Australian franchisors enjoy stronger legal protection from franchisees�¶ 

selling online without explicit authorisation. First, Australian trademark law provides 

franchisors with better protection over unauthorised use of their trademarks (including on 

�W�K�H���Z�H�E�V�L�W�H�V���V�H�W���X�S���E�\�� �I�U�D�Q�F�K�L�V�H�H�V�������6�H�F�R�Q�G�����W�K�H���V�W�D�Q�G�D�U�G���µ�U�H�V�W�U�D�L�Q�W���R�I���W�U�D�G�H�¶���F�O�D�X�V�H�V��in the 

franchise agreements stipulate that franchisees are not allowed to operate a business 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 franchisor (Expert 6), but the law of 

contracts in Australia prevails this. Nevertheless, the revised Franchising Code in Australia 

requires franchisors to disclose the rights of franchisees in relation to the online channel. 

In the EU, the franchisor is allowed to sell online but cannot have the exclusivity of 

this distribution channel in its own franchise network (Perrigot & Basset, 2015). Thus, 

franchisees as well as franchisors have freedom to offer products or services over the 

Internet, while the franchisor can only control a limited number of characteristics of the 

�I�U�D�Q�F�K�L�V�H�H�V�¶ websites through quality standards. Therefore, franchisors in the EU have to 

�F�R�Q�W�H�Q�G�� �Z�L�W�K�� �D�Q�� �D�G�G�L�W�L�R�Q�D�O�� �F�K�D�O�O�H�Q�J�H�� �R�I�� �F�R�Q�W�U�R�O�O�L�Q�J�� �W�K�H�� �X�Q�L�I�R�U�P�L�W�\�� �R�I�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�H�V�¶��

websites and working towards the network uniformity in relation to products and services, 

pricing, promotional messages, website design, and graphical charts and other marketing 

mix elements �R�Q�� �I�U�D�Q�F�K�L�V�H�H�V�¶�� �Z�H�E�V�L�W�H�V (Perrigot, Basset, Briand, et al., 2013). Indeed, 

network uniformity 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 brand (Perrigot, Basset, Briand-

Meledo, et al., 2013). 

As a result, an additional issue with encroachment in the EU region is that franchise 

systems not only have to ensure that the franchisor does �Q�R�W�� �H�Q�F�U�R�D�F�K�� �L�Q�� �W�K�H�� �I�U�D�Q�F�K�L�V�H�H�V�¶ 

exclusive territories, but also that other franchisees who have established their own 

transactional website do not encroach on the territory of other franchisees through engaging 

in active online sales (Branellec & Perrigot, 2013), which creates significant legal 

uncertainly. 
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Implications for policy. 

The implications 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 the revised Franchising Code of Conduct; these are discussed in 

detail in chapter 5, but briefly summarised below. 

Initially���� �H���F�R�P�P�H�U�F�H�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J�� �Z�D�V�� �Q�R�W�� �U�H�J�X�O�D�W�H�G�� �E�\�� �W�K�H�� �&�R�G�H�� �D�Q�G�� �W�K�H�U�H�I�R�U�H��

the need for research was identified on this basis, especially the need to address the issues 

�D�U�L�V�L�Q�J���I�U�R�P���W�K�H���X�V�H���R�I���H��commerce in franchising where franchisees were not compensated 

appropriately or �Z�K�H�U�H���µ�H���H�Q�F�U�R�D�F�K�P�H�Q�W�¶���Z�D�V���O�L�N�H�O�\���W�R���R�F�F�X�U. On the 1st of January 2015 the 

revised Code came into effect, and addressed this issue in a number of ways: 

�x First, the Code required additional disclosure about the ability of the franchisor 

and a franchisee to sell online: 

o Disclosure Document must include information on the rights of franchisees 

with regard to the online channel and should specify whether franchisees are 

allowed to make 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 made available 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; with the enforcement of the Code being one of the 

current priorities for the ACCC; and the ACCC seeking penalties under the Code 

for the first time in September 2016 (ACCC, 2016). 
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�x Fourth, the Code required franchisors to provide greater transparency in the use 

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 contract terms may have implications for the ways in which 

franchisors draft their agreements with regards to online sales; yet, it may be too early to 

see how the introduction of these changes in the legislation will translate into practice and 

whether the terms that restrict the rights of franchisees in the online channel may be 

�G�H�H�P�H�G���D�V���³�X�Q�I�D�L�U�´�� 

Implications for further research. 

�x The model developed in this research would benefit from being tested 

empirically with a quantitative survey conducted on a large franchise sample to 

improve generalisability of the findings.  

�x Case study research conducted in Phase II involved mature franchise systems. 

Different results may be yielded if younger systems were subjects of 

investigation that were initially designed to inco�U�S�R�U�D�W�H�� �H���F�R�P�P�H�U�F�H���� �,�Q�G�H�H�G����

�3�H�U�U�L�J�R�W�� �D�Q�G�� �3�p�Q�D�U�G�� ������������ found that network age has a negative effect on the 

�L�P�S�O�H�P�H�Q�W�D�W�L�R�Q�� �R�I�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\���� �V�X�J�J�H�V�W�L�Q�J�� �W�K�D�W�� �\�R�X�Q�J�H�U�� �I�U�D�Q�F�K�L�V�H��

�V�\�V�W�H�P�V���P�D�\���E�H���I�D�V�W�H�U���D�G�R�S�W�H�U�V���R�I���H���F�R�P�P�H�U�F�H���W�K�D�Q���P�R�U�H���P�D�W�X�U�H���V�\�V�W�H�P�V�����7�K�X�V�� 

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 Union, different issues as well as different 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 

franchising. 
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�x This field is so dynamic and so 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 those 

focusing on the determinants for e-commerce success or failure, that quantify 

these factors by surveying a large population of franchise companies that have 

�L�P�S�O�H�P�H�Q�W�H�G���H���F�R�P�P�H�U�F�H���L�Q���W�K�H�L�U���Q�H�W�Z�R�U�N�V���� 

Recommendations 

In addition, from the interviews conducted with franchise practitioners, certain 

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. Franchisors may 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 successful implementation 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 be more resilient 

and have better franchisor-franchisee relationships. 

2. It is important to be as clear and as consistent as possible in franchisor-to-franchisee 

communication. It may be helpful to use a big event, like an annual franchise 

conference, to explain a new 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 franchisee-franchisor 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 has to be unambiguous and franchisee 

rights have to be stated very specifically.  This can alleviate misunderstandings and 

conflicts that can arise between parties in the future. 

5. The value of quality training and support services to franchisees is supported by 

extant research, where support services, such as staff training, software ordering, 

telephone assistance, point-of-sale, and franchise councils were associated with less 

�G�L�V�U�X�S�W�L�R�Q�� �W�R�� �D�� �V�\�V�W�H�P�¶�V�� �I�X�Q�F�W�L�R�Q�L�Q�J�� ���*�U�•�Q�K�D�J�H�Q���� �'�L�3�L�H�W�U�R���� �6�W�D�V�V�H�Q���� �	�� �)�U�D�]�H�U����

2008). In addition, 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. �,�W���L�V���L�P�S�R�U�W�D�Q�W���W�R���N�H�H�S���W�K�H���E�L�J���S�L�F�W�X�U�H���L�Q���P�L�Q�G���D�Q�G���G�H�V�L�J�Q���D�Q���H���F�R�P�P�H�U�F�H���V�W�U�X�F�W�X�U�H��

that is going to be manageable, simple and effective from the point of view of all 

stakeholders, including franchisees and customers. 

7. �7�R�� �D�Y�R�L�G�� �µ�H���H�Q�F�U�R�D�F�K�P�H�Q�W�¶���� �V�\�V�W�H�P�V�� �O�L�N�H�� �µ�F�O�L�F�N-and-�F�R�O�O�H�F�W�¶�� ���P�H�D�Q�L�Q�J�� �R�U�G�H�U�L�Q�J��

online and picking up in store), can be used; this is also supported by a research 

done in the French market (Voropanova & 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, several models were 

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 for a participative 

approach to decision-making in franchising where franchisees have an active role in 

strategy creation. 

�,�Q���D�G�G�L�W�L�R�Q�����W�K�L�V���L�V���W�K�H���I�L�U�V�W���V�W�X�G�\���W�R���H�[�S�O�R�U�H���I�U�D�Q�F�K�L�V�H�H���R�S�L�Q�L�R�Q�V���D�E�R�X�W���H���F�R�P�P�H�U�F�H��

in franchising as well as the first research to employ a case study approach to investigating 

�H���F�R�P�P�H�U�F�H�� �S�U�D�F�W�L�F�H�V�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J���� �D�Q�G��consequently can serve as a basis for further 

research in this important and dynamic domain. 
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The following contributions have resulted from this research: 

�x Provided a major contribution in understanding the internal process of 

�H���F�R�P�P�H�U�F�H���L�P�S�O�H�P�H�Q�W�D�W�L�R�Q���L�Q���I�U�D�Q�F�K�L�V�H���Q�H�W�Z�R�U�N�V�� 

�x �,�Q�Y�H�V�W�L�J�D�W�H�G���W�K�H�� �X�V�H�� �R�I�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J�� �X�V�L�Q�J�� �S�U�L�P�D�U�\�� �L�Q�W�H�U�Y�L�H�Z�� �G�D�W�D��

with both franchisors and franchisees. 

�x Surveyed the population of franchisors about e-commerce practices through an 

online survey. 

�x Used a three-phase study with different forms of analyses: qualitative, 

quantitative and legal analyses. 

�x Applied the Cynefin framework for decision-making to the franchise context. 

�x Found that the project team approach was optimal for seeking franchisee input 

into strategy and engaging franchisees in decision-making. 

�x Established that effective communication between the franchisor and franchisees 

reduced fear and anxiety in franchisees. In line with extant literature, effective 

communication was found to be the key in developing strong franchisor-

franchisee relationships (Watson & Johnson, 2010). 

�x Reinforced the findings of extant research (Watson & Johnson, 2010) about the 

importance of franchisor leadership and its influence on shaping the franchisor�±

franchisee relationship. 

�x Established that quality training and support services were valued by franchisees 

�D�Q�G���K�H�O�S�H�G���W�K�H�P���L�Q���W�K�H���F�K�D�Q�J�H���S�U�R�F�H�V�V���R�I���H���F�R�P�P�H�U�F�H���D�G�R�S�W�L�R�Q�����Z�K�L�F�K���E�X�L�O�G�V���R�Q��

the existing literature ���*�U�•�Q�Kagen et al., 2008; Watson & Johnson, 2010). 

�x Proved the benefits of utilising the case study approach in this research to attain 

rich in-depth understanding of the phenomenon under investigation. Although it 

was particularly challenging to gain access to franchise 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 dimension through interviewing franchisees and understanding 

�W�K�H�L�U�� �Y�L�H�Z�V�� �D�Q�G�� �S�H�U�V�S�H�F�W�L�Y�H�V�� �D�E�R�X�W�� �H���F�R�P�P�H�U�F�H�� �L�Q�� �W�K�H�L�U�� �V�\�V�W�H�P�V���� �Z�K�L�F�K�� �K�D�V�� �Q�R�W��

been done previously by other studies.  

�x Extended beyond solely the franchisor-franchisee relationship to include the 

customer's perspective as well, which addresses the call in recent scholarly work 

for considering the customer as part of the franchising relationship (Dant et al., 

2011). Indeed, Lawrence and Perrigot (2015) explain that customers are in fact at 

the heart of the business and it is this relationship that must also be considered, 

analysed, and improved. 

In conclusion, this thorough, exploratory research found that Australian franchise 

�Q�H�W�Z�R�U�N�V�� �Z�L�O�O�� �E�H�Q�H�I�L�W�� �I�U�R�P�� �H�Q�J�D�J�L�Q�J�� �I�U�D�Q�F�K�L�V�H�H�V�� �L�Q�� �H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �F�U�H�D�W�L�R�Q���� �D�V�� �Z�H�O�O��

as possibly, other strategic decisions for the franchise network. This research has provided 

a significant and original contribution to the academic literature by providing a greater 

�X�Q�G�H�U�V�W�D�Q�G�L�Q�J���R�I���H���F�R�P�P�H�U�F�H���V�W�U�D�W�H�J�\���L�Q���I�U�D�Q�F�K�L�V�L�Q�J���D�Q�G���L�W�V���I�X�Q�F�W�L�R�Q�V�����Z�K�L�O�H adding to the 

domain of franchisor-franchisee 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 multi-layered nature of 

�H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �L�Q�� �I�U�D�Q�F�K�L�V�L�Q�J�� �D�Q�G��the principles that need to be considered in 

�H���F�R�P�P�H�U�F�H�� �V�W�U�D�W�H�J�\�� �F�U�H�D�W�L�R�Q; and secondly, assisting the stakeholders involved in the 

franchising relationship with finding appropriate structures of collegial decision-making 

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 knowledge created. The models 

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 I 

Table A1: Participants interviewed for Phase I 

Ref # Industry Position in the company of the interviewee System  
size in units 

1 Non-food retail Chief Operating Officer 40 
2 Food retail General Manager Marketing 245 
3 Non-food retail National Marketing Manager 30 
4 Non-food retail National Advertising Manager 104 
5 Food retail National Marketing Coordinator 77 
6 Food retail 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 operations manager 120 
10 Services (logistics) Innovation and Business Systems Manager 106 
11 Retail food Managing Director 94 
12 Personal services (mobile) Managing Director 47 
13 Retail e-Commerce Manager 330 
14 Personal services (mobile) General Manager for IT, 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 department 370 
19 Food retail 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 retail Group 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 

Marketing Manager 
346 

29 Non-food retail Marketing Manager 22 
30 Non-food retail National Retail Manager 79 
31 Non-food retail National Marketing Manager 14 
32 Non-food retail CEO 140 
33 B2B National Director 88 
34 Non-food retail Brand Manager 29 
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35 Food retail Managing Director 67 
36 Non-food retail National Marketing Manager 78 
37 Non-food retail Business Development Manager 450 
38 Financial services Head of Digital 155 
39 Food retail Marketing manager 190 
40 Non-food retail IT Manager 98 
41 Non-food retail Director 380 
42 Non-food retail National Operations Manager 90 
43 Food retail Marketing manager 66 
44 Non-food retail Marketing manager 51 
45 Food retail National Marketing Manager 377 
46 Non-food retail and mobile services Chief Operations Officer 330 
47 Non-food retail GM Marketing 74 
48 Non-food retail and administrative 

services 
Director 220 

49 Food retail Director 470 
50 Real estate services Head of Digital & Lead Generation Services 670 
51 Administration and support 

services 
Head of Marketing 270 
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Appendix B: Semi-structured interview script 

Name: _________________________________________________ 
Position in the company: __________________________________ 
Company: ______________________________________________ 
Industry: _______________________________________________ 
Contact phone:__________________________________________ 
Email:__________________________________________________ 
 
I am doing my PhD in franchising at Griffith University. My topic of research is e-commerce and online retailing and my 
supervisor is Professor Lorelle Frazer. I am doing this quick confidential phone survey as part of my research. I am asking 
�ñ���‹�µ���•�š�]�}�v�•�������}�µ�š���������Œ���v���[�•�����‰�‰�Œ�}�����Z���š�}���•���o�o�]�v�P���‰�Œ�}���µ���š�•�����v�����•���Œ�À�]�����•���}�v�o�]�v���X 

 
All your comments will be kept totally confidential. This s�µ�Œ�À���Ç���]�•�������Œ�Œ�]�������}�µ�š���]�v���������}�Œ�����v�������Á�]�š�Z���š�Z�����h�v�]�À���Œ�•�]�š�Ç�[�•�����š�Z�]���•��
�W�}�o�]���Ç�U�����v�����Á�]�š�Z�����‰�‰�Œ�}�À���o���(�Œ�}�u���š�Z�����h�v�]�À���Œ�•�]�š�Ç�[�•�����š�Z�]���•�����}�u�u�]�š�š�����X���z�}�µ�Œ���‰���Œ�•�}�v���o�����v�����Ç�}�µ�Œ�����}�u�‰���v�Ç�[�•���]�v�(�}�Œ�u���š�]�}�v���Á�]�o�o��
not be identified. 
I will be analysing trends and I am happy to share a copy of my findings with you. Would 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 have an e-commerce 

facility. 

Can customers currently order products or services online? _________________ 
Thank you, can I ask how do they pay for it? ___________________ 

If YES �Y�X 

a. How long has this been fully functioning? _____ years 
_____ months 

b. How big are the current online figures? (either as a 
percentage of overall retail sales or in dollar terms) 
$_____________ or _________% 

c. On a scale of 1 to 5 how do these sales compare with 
your expectations? �t explain all 5 
1 is well below expectations 
2 is slightly below expectations 
3 is in line with expectations 
4 is slightly above expectations 
5 is well above expectations 

d. What were your expectations? 
 

If NO  ... 

Which of the following best describes your 

���}�u�‰���v�Ç�[�•�����‰�‰�Œ�}�����Z�W 

1. We are in the testing phase and expect the site to 
soon be functional 

2. We have decided to proceed with an e-commerce 
facility but are still investigating how it will work 

3. We are undecided on whether to proceed with an 
���rcommerce facility 

4. We have decided not to have an e-commerce 
facility for the moment 

 

 
�/�(���í�YWhen do you 

expect the site to be open to 
the public? _____________ 
What expectations do you 
have around online sales 
figures, either as a 
percentage of overall 
revenue or in dollar terms? 
$_____________ or 
_________% How have you 
arrived at this figure? 

�/�(���î�YWhat stage 
are you at? For instance are 
you using an outside 
consulting firm to assist?  

What expectations 
do you have around online 
sales figures, either as a 
percentage of overall 
revenue or in dollar terms? 
$_____________ or 
_________% How have you 

�/�(���ï�YWhat 
issues are you 
considering and what will 
help you make the final 
decision? 

 
 
 
 
 
 

�/�(���ð�YWhy have 
you taken this decision 
(probe for further 
�]�v�(�}�Œ�u���š�]�}�v�����X�P�X���^�Á�Z�Ç���]�•��
�š�Z�]�•�_�U���^�Z�}�Á�����]�����Ç�}�µ�����Œ�Œ�]�Àe 
���š���š�Z�]�•�����}�v���o�µ�•�]�}�v�_�U�����š���X 
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Move to Q2 

arrived at this figure? 
 

Move to Q2 

 
 
Move to Q3 

 
 
Move to Q3 

 
�Y�h���^�d�/�K�E���î�X���/�[�����o�]�l�����š�}���v�}�Á�����•�l�������}�µ�š���š�Z�����Œ�}�o�����}�(���(�Œ���v���Z�]�•�����•���]�v���š�Z�������Æ�����µ�š�]�}�v���}�(���š�Z������-commerce strategy. 

a. Do/Will franchisees receive any of the sales revenues generated? If so what percentage? 
 

b. How else are the revenues distributed, for instance is there a contribution to help cover the set up or overhead of 
the online facility? 

 

c. Are franchisees involved in the distribution of products ordered online to customers? If so how? 
�Y�h���^�d�/�K�E���ï�X���/�[�����o�]�l�����š�}���v�}�Á�����•�l��about your franchisees attitudes to your e-commerce strategy/ approach. 

YES           
 NO 
If they have or are intending to have an e-commerce 

facility, ask�Y�X 

a. To what extent, if at all, have franchisees been 
�]�v�À�}�o�À�������]�v�������À���o�}�‰�]�v�P���š�Z�������}�u�‰���v�Ç�[�•���}�v�o�]�v����
strategy? (Probe for specifics). 

b. What do franchisees think about this decision? How 
do you know this? 

c. On a scale of 1 to 5 how would you say your 
���}�u�‰���v�Ç�[�•�����‰�‰�Œ�}�����Z���š�}���}�v�o�]�v�����•���o���•���Z���•���P���v���Œ���o�o�Ç��
impacted on your relationships with your franchisees, 
where 
1 is very negatively affected 
2 is slightly negatively affected 
3 is no difference 
4 is slightly positively affected 
5 is very positively affected 

What have been their biggest fears?______ 

What has helped in getting them more onside? 

If they have decided not to have an e-commerce facility 

for the moment, ask�Y�X 

a. To what extent were franchisees a part of your 
decision not to have an online facility on your web 
site? 

b. What do franchisees think about this decision? How 
do you know this? 

 

 

c. On a scale of 1 to 5 how would you say your 
���}�u�‰���v�Ç�[�•�����‰�‰�Œ�}�����Z���š�}���}�v�o�]�v�����•���o���•���Z���•���P���v���Œ���o�o�Ç��
impacted on your relationships with your 
franchisees, where 
1 is very negatively affected 
2 is slightly negatively affected 
3 is no difference 
4 is slightly positively affected 
5 is very positively affected 

 

QUESTION 4.  

a. On a scale of 1 to 5 what type of impact do you think online retailing will have on your current business model? 
1 Very negative  
2 Slightly negative 
3 Not sure 
4 Slightly positive  
5 Very positive 

 

QUESTION 5. And finally, what are your biggest challenges in addressing the issue of online retailing, and what has 

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 I 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 services 

5 Managing Director Franchising expert 

6 Master Franchisee NSW/ACT Administration and support services 

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 National 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 National Marketing Manager Retail trade 

18 National Franchise & Operations Manager 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 Manager Retail trade 

24 Finance Director Retail trade 

25 Business Development Manager Retail trade 

26 National Sales Manager Administration and support services 
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  Position in the franchise Industry 

27 Marketing Manager Retail trade 

28 Operations & Finance Manager Administration and support services 

29 National Marketing Manager Wholesale trade 

30 CEO Administration and support services 

31 Director Franchising expert 

32 Executive Director Retail trade 

33 Managing Partner Administration and support services 

34 Managing Director Retail trade 

35 Managing Director Franchising expert 

36 National Retail Manager Other services 

37 Online Manager Retail trade 

38 CEO Rental, hire and real estate services 

39 Managing Director Other services 

40 Managing Director Franchising expert 

41 Director Franchising expert 

42 E-commerce Manager Retail trade 

43 General Manager Administration and support services 

44 Managing Director Other services 

45 Group Legal Counsel Accommodation and food services 

46 IT & Games Manager Rental, hire and real estate services 

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 services 

52 Divisional Franchisor Administration and support services 

53 National Franchise Manager Administration and support services 

54 General Manager Retail trade 

55 Sales & Marketing Director Retail trade 

56 Director Administration and support services 
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  Position in the franchise Industry 

57 Innovation / Business Systems 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 services 

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 Co-founder Franchising expert 

70 Founder Franchising expert 
 

Source: Compiled 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) coding system as used in 

the Franchising Australia report (Frazer 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? (Please 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 revenue 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 engage in online 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* 

 

* Questions 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 e-commerce on the franchising sector 
 

INFORMATION SHEET  
 

Who is conducting the research 
Senior Researcher 
Professor Lorelle Frazer 
Griffith Business School Logan Campus 
Telephone: 07 3382 1179 
Email: L.Frazer@griffith.edu.au 

 
Greg Nathan, Adjunct Senior Lecturer 
Franchising Relationships Institute (Founder) 
Phone: 07 3510 9000             
Email: gregnathan@franchiserelationships.com 

 

Student Researcher 
Zhanna Kremez 
Department of Marketing 
Griffith University 
Telephone : +61 415 677 415 
Email: 
Zhanna.kremez@griffithuni.edu.au 

 

 
Why is the research being conducted? 
This research �L�V���F�R�Q�G�X�F�W�H�G���D�V���S�D�U�W���R�I���W�K�H���)�U�D�Q�F�K�L�V�L�Q�J���5�H�O�D�W�L�R�Q�V�K�L�S�V���,�Q�V�W�L�W�X�W�H�¶�V�����)�5�,�����U�H�S�U�H�V�H�Q�W�H�G��
by Greg Nathan) pre-conference survey about the online retailing strategies in the franchising 
sector. 
This research focuses on investigating the patterns of business behaviour in the franchising 
sector in response to a technological change brought by the development of electronic 
commerce and online retailing and the identification of best practice. 
 
What the interviewee will be asked to do 
You will be invited to participate 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 
researcher, by telephone. 
 
The basis by which participants will be selected or screened 
A total sample of 51 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. Over half of the participants 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 areas of e-commerce and online retailing. 
The findings may also help inform future franchise sector policy reforms. 
 
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. You are also under no obligation to answer every 
question 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 
Griffi th University conducts research in accordance with the National Statement on Ethical 
Conduct in Research Involving Humans.  If potential participants have any concerns or 
complaints about the ethical conduct of the project they should contact the Manager, Research 
Ethics on (07) 3735 5585 or research-ethics@griffith.edu.au 
 
Feedback to you 
A report from the survey findings will be sent to you via email. 

 
Privacy Statement  

The conduct of this research involves 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 requirements. A de-identified copy of this data may be used for other research 
purposes. However, your anonymity will at all times be safeguarded. For further 
�L�Q�I�R�U�P�D�W�L�R�Q���F�R�Q�V�X�O�W���W�K�H���8�Q�L�Y�H�U�V�L�W�\�¶�V���3�U�L�Y�D�F�\���3�O�D�Q���D�W��www.griffith.edu.au/about-
griffith/plans-publications/griffith-university-privacy-plan or telephone (07) 3735 5585.  
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Appendix G: Consent form: phase 1 

 

The impact of e-commerce on the franchising sector 

Consent form  

Senior Researcher 
Professor Lorelle Frazer 
Griffith Business School Logan Campus 
Telephone: 07 3382 1179 
Email: L.Frazer@griffith.edu.au 

 
Greg Nathan, Adjunct Senior Lecturer 
Franchising Relationships Institute (Founder) 
Phone: 07 3510 9000             
Email: gregnathan@franchiserelationships.com 

Student Researcher 
Zhanna Kremez 
Department of Marketing 
Griffith University 
Telephone : +61 415 677 415 
Email: Zhanna.kremez@griffithuni.edu.au 

 

By signing below, I confirm that I have read and understood the information 
package and in particular have noted that: 

�x I understand that my involvement in this research will include participation in an 
over the phone survey with the researcher for approximately 12 minutes 

�x I have had any questions answered to my satisfaction 
�x I understand the risks involved 
�x I understand that there will be no direct benefit to me from my participation in this 

research 
�x I understand that this conversation will not be recorded and that the researcher will 

only take notes 
�x I understand that my participation in this research is voluntary 
�x I understand that if I have any additional questions I can contact the research team 
�x I understand that I am free to withdraw at any time, without comment or penalty 
�x I understand that I can contact the Manager, Research Ethics, at Griffith University 

Human Research Ethics Committee on 3735 5585 (or 
researchethics@griffith.edu.au) if I  have any concerns about the ethical conduct of 
the project  

�x I agree to participate in the project. 
 

Participant____________________________ Date______________ 
Investigator___________________________ Date______________ 
 
OR Verbal Consent:   YES  NO 
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Appendix H: Information sheet: phase II and III  

 
 

Franchisee participation in strategy creation: developing an 
�H��commerce strategy in franchising 

 
 

INFORMATION SHEET  
 

Who is conducting the research 

Senior Researcher 
Professor Lorelle Frazer 
Griffith Business School Logan Campus 
Telephone: 07 3382 1179 
Email: L.Frazer@griffith.edu.au 

 

Student Researcher 
Zhanna Kremez 
Department of Marketing 
Griffith University 
Telephone : +61 415 677 415 
Email: Zhanna.kremez@griffithuni.edu.au 

 
Why is the research being conducted? 

  
This research focuses on investigating franchisee participation in strategy creation and 
decision-making in a complex and uncertain environment as well as the patterns 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 franchisee participation 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 approximately 40 minutes. 
The interview will be conducted by the student researcher by telephone or face-to-face. With 
your permission, interviews will be audio-taped 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 found to have successfully integrated online 
sales into their business will be interviewed. The interviews with their respective (3-4) 
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 of e-commerce and online retailing. 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 
participants will 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 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 with the National Statement on Ethical 
Conduct in Research Involving Humans.  If potential participants have any concerns or 
complaints about the ethical conduct of the project they should contact the Manager, Research 
Ethics on (07) 3735 5585 or research-ethics@griffith.edu.au 

 
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 collected is confidential and will not be disclosed to 
third parties without your consent, except to meet government, legal or other regulatory 
authority requirements. A de-identified copy of this data may be used for other research 
purposes. However, your anonymity will at all times be safeguarded. For further 
�L�Q�I�R�U�P�D�W�L�R�Q���F�R�Q�V�X�O�W���W�K�H���8�Q�L�Y�H�U�V�L�W�\�¶�V���3�U�L�Y�D�F�\���3�O�D�Q���D�W��www.griffith.edu.au/about-
griffith/plans-publications/griffith-university-privacy-plan or telephone (07) 3735 5585.  
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Appendix I: Consent form: phase II �± interviews with franchisors 
and sector experts 

 
Franchisee participation in strategy creation: the case of developing an 

�H��commerce strategy in franchising 
 

Consent form 

Senior Researcher 
Professor Lorelle Frazer 
Griffith Business School 
Logan Campus 
Telephone: 07 3382 1179 
Email: L.Frazer@griffith.edu.au 

Student Researcher 
Zhanna Kremez 
Department of Marketing 
Griffith University 
Telephone : +61 415 677 415 
Email: Zhanna.kremez@griffithuni.edu.au 

 

By signing below, I confirm that I have read and understood the information package and in 
particular have noted that: 

�x I understand that my involvement in this research will include participation in an 
interview with the researcher for approximately 25-40 minutes 

�x I have had any questions answered to my satisfaction 
�x I understand the risks involved 
�x I understand that there will be no direct benefit to me from my participation in this 

research 
�x I am aware that my permission will be sought to record the interviews 
�x I understand that recorded interviews will be erased upon transcription 
�x I understand that my participation in this research is voluntary 
�x I understand that if I have any additional questions I can contact the research team 
�x I understand that I am free to withdraw at any time, without comment or penalty 
�x I understand that I can contact the Manager, Research Ethics, at Griffith University 

Human Research Ethics Committee on 3735 5585 (or 
researchethics@griffith.edu.au) if I have any concerns about the ethical conduct of 
the project 

�x I agree to participate in the project. 
 

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 creation: the case of developing an 

�H��commerce strategy in franchising 
 

Consent form 

Senior Researcher 
Professor Lorelle Frazer 
Griffith Business School 
Logan Campus 
Telephone: 07 3382 1179 
Email: L.Frazer@griffith.edu.au 
 

Student Researcher 
Zhanna Kremez 
Department of Marketing 
Griffith University 
Telephone : +61 430 474 113 
Email: Zhanna.kremez@griffithuni.edu.au  

By signing below, I confirm that I have read and understood the information package and in 
particular have noted that: 

�x I understand that my involvement in this research will include participation in an 
interview with the researcher for approximately 15-20 minutes 

�x I have had any questions answered to my satisfaction 
�x I understand the risks involved 
�x I understand that there will be no direct benefit to me from my participation in this 

research 
�x I am aware that my permission will be sought to record the interviews 
�x I understand that recorded interviews will be erased upon transcription 
�x I understand that my participation in this research is voluntary 
�x I understand that if I have any additional questions I can contact the research team 
�x I understand that I am free to withdraw at any time, without comment or penalty 
�x I understand that I can contact the Manager, Research Ethics, at Griffith University 

Human Research Ethics Committee on 3735 5585 (or 
researchethics@griffith.edu.au) if I have any concerns about the ethical conduct of 
the project 

�x I agree to participate in the project. 
 

Participant____________________________ Date______________ 
Investigator___________________________ Date______________ 
 
OR Verbal Consent:   YES  NO 
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Appendix K:  Full diagram �± scale of depth of participation  

 

 

Figure K1: Scale of depth of participation
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Appendix L: Full diagram �± scale of breadth of participation  

 

 

Figure L1: Scale of breadth of participation
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Appendix M:  Preliminary model for franchisee acceptance of change based on Phase I findings 

 

Figure M1:  Preliminary model for franchisee acceptance of change (based on Phase I findings)
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Appendix N: Expert interviews included in Phase III 

Table N1: Expert interviews included in Phase III 

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 
and issues in 
�H���F�R�P�P�H�U�F�H���L�Q��
franchising 

What is your experience with franchise organisations setting 
up e-commerce for their network? 
 
�:�K�D�W���D�U�H���W�K�H���O�H�J�D�O���L�V�V�X�H�V���S�H�U�W�D�L�Q�L�Q�J���W�R���H���F�R�P�Perce in 
franchising? 

 

Rights of franchisees 
under the agreement 

How Franchisors e-commerce strategy fits with the rights 
granted to franchisees under the franchise agreement?  

 
How will an e-commerce strategy impact on existing 
franchise agreements and legal obligations? 

 
Legislative change Do you think it is necessary to 

have any legislative intervention - reforms or any other 
regulatory intervention in place regulating this area? 

 
Source: Developed for this research. 
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Appendix P: Decisions in multiple contexts 
Source: D. Snowden (Snowden & Boone, 2007) Harvard Business Review 
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