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ABSTRACT Literature suggests that trust and commitment are important determinants
of business-to-business relationship to achieve competitive advantage and growth.
However, literature has not adequately explained what actions of the business partners
could help manifest trust and commitment. The work reported in this paper is based on
a survey of 124 franchisors. The results, overall, show that franchisees have to
‘perform’ in accordance with franchisors’ systems and, attributes such as sincerity and
an expectation that franchisees would work towards mutually agreed goals, participate
in product and service development and demonstrate their managerial talent are all
important in earning franchisor trust, commitment, confidence, credibility, integrity
and benevolence. The findings also show that irrespective of size, age, or business type,
relationships are important determinants of success.
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Introduction

In business, relationships built on trust and mutual commitment are important. These
relationships require nurturing and fostering. It has been argued that the development
and nurturing of trust would allow businesses to achieve success and competitive ad-
vantage (See Barney, 1991; Contractor and Lorange, 1988; Frigo, 2003; Ulaga and
Eggert, 2006). The length of relationships, dynamism, frequency of exchange between
partners, its nature, conflicting priorities, nature of contract and power balance be-
tween partners suggest that it is a complex and hybrid relationship (Powell, 1987,
1990; Shane, 1996; Swenson et al., 1990). For that reason, in order to study business-
to-business relationships, the franchising relationship is well suited. Franchising is im-
portant to the economy. In the United Kingdom, for instance, some 33,000 people are
employed in the franchise sector and the contribution to GNP is in excess of £10b
(BFA/NATWEST survey, 2005). However, Shane and Spell (2002) draw attention to
the fact that more than 33 per cent of franchises cease to exist within the first four years
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and more than 75 per cent stop operations before their twelfth anniversary. Clearly
there is a need to study franchising relationships in order to establish the attributes of
good practice especially in the vulnerable maturity stages such as 6-8 and 9-11 years old
firms to understand the strategies and processes most suited for these times. This forms
the purpose of this paper in which the background literature is revisited, questions for-
mulated and answered based on a survey of franchisees carried in the United Kingdom.

Background

Ring and van de Ven (1994) outline a framework for the study and development of
inter-organisational relationships. This framework is based on the assumptions that
partners have the will and are committed to creating and maintaining long-term rela-
tionships. Ring and van de Ven argue that relationships are maintained and evolved
through repeated negotiation, commitment and in the execution of business. Formal or
legal contracts are the basis on which franchise commitment is displayed and the fulfil-
ment of these contracts form the basis of performance assessment. To enhance per-
formance, interactions between partners are important as shown by (Cunningham and
Homse, 1986) and imply, according to Holm et al., (1999), a loss of individual unit
identity. Hadjikhani and Thilenius (2005) study showed that the organisational relation-
ships affect both vertical, from supplier to customer, and horizontal dyadic relation-
ship. In order to develop these relationships, mutually agreed strategies are required as
argued by (Huxham and McDonald, 1992; Barney 1996; Perry et al., 2002). For these
to be successful (Child and Faulkner, 1998; Miyamoto and Rexha, 2004) indicate that
cooperative strategies are required in which the creation of mutual trust and commit-
ment will be an outcome. Trust and commitment lead to consensus (Baucus et al.,
1996; Bourgeois 1980; Dess and Davis, 1984); associated competitive advantage with
consensus. According to Coote et al., (2003), this trust will mediate the effects of com-
munication and inter-party interaction on commitment.

Scholars assert that cooperation creates mutual dependence and requires trust to
succeed, and increase in trust between partners promises economic benefits for both
parties as well as leads to consensus (Koeszegi, 2004; Sapountzaki and Louis, 2008).
The trust results in reduction in ‘negative effects of bounded rationality’ [inability of
partners to predict future], certain specific investments and opportunism; hence reduc-
tion in transaction costs (Child and Faulkner, 1998; Chris and Alison, 2013) and
strengthening of relationships and firm performance.

In literature, different trust scenarios have been used in the study of relationships
between individuals and or organizations. These identified trust scenarios can tenta-
tively be classified into four broad categories. According to Sitkin and Roth (1993),
Muirnighan (1994), Dierks (2006), Yava and Celik (2010). A mutual trust scenario
signifies that A trusts B and B trusts A. On the opposite side, a distrust scenario denot-
ing that A does not trust B and B does not trust A. An upstream trust scenario that
shows that A trusts B, but B does not trust A. Finally, a downstream trust scenario that
signifies that B trusts A, but A does not trust B. These trust scenarios are influential
determinants of the trust in a dyadic business relationship, and partner’s confidence that
the other can be trusted is the focal driving force behind relationship growth. It is simi-
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lar to the game theory, where several partners endeavour to maximize their benefits by
choosing a certain possibility, and the final payoff of each party depends on the course
of action adopted (Muirnighan, 1994; Rahatullah and Raeside, 2008; Lai, et al., 2011).
This develops an interactive situation that is specified by the set of participants, the pos-
sible courses of action, and the set of all possible payoffs. However, the individual pay-
offs depend on the individual’s actions in the game as in competitive markets each
player tries to maximize their gains regardless of the behaviour of others (Parkhe,
1993; Ndubisi, 2011; Khan, 2013). Costa (2003) and Zolfaghar and Aghaie (2011)
argue that trust plays vital role in relationship development, sustenance and growth,
and it is also vital ingredient for the overall business development for any business rela-
tionship arrangement. Trust is also labelled as one party’s confidence in another. In
other words, one partner will not act in a way that is not beneficial to the other, but
strife to build quality relationships (Ndubisi and Wah, 2005; Rahatullah, 2009). There-
fore, trust is a willingness to rely on another exchange partner in whom one has confi-
dence (Moorman et al. 1993).

It is known from the work of scholars such as Costa (2003) and Artz and Gil (2007)
that good, efficient and equitable cooperation leads to increased likelihood of improved
business results. Trust is a basis for this cooperation (Altuahne-Gima, 1996; Zhanga et.
al., 2011) as trust in a cooperative network environment helps to reduce uncertainty,
enhance flexibility as well as increases capacity through access to resources and infor-
mation exchange (Arthur, 1996). Dant and Nasr (1998) and Gundlach et al., (1995)
state that cooperation helps in the maximisation of collective benefit across the network
and this will help the management of information across the relationships, minimise the
divergence of goals, uncertainty and the behavioural actions of partners which can dam-
age the relationship and so conflicts amongst partners are reduced. This is developed
further by Huxham (1992) and Lawler and Yoon (1996) who suggest that if trust and
commitment are present the firms can achieve the competitive advantage and grow
business. They further argue that such a strategy will help manage pitfalls like repeti-
tion, omission, divergence, counter production, uncertainties, and behavioural actions
of the partners that can dent the relationships and develop conflicts among partners.

Ndubisi and Wah (2005) suggest that as trust is one person’s confidence in another
that he will not be harmed’, or that partner will not act in a way that is not beneficial to
the other. Moorman et al. (1993) state that ‘trust is the willingness to rely on another
exchange partner in whom one has confidence.” According to (Costa, 2003), trust plays
a “vital role in relationship development, sustenance, and growth, and is a vital ingredi-
ent for the overall business development.” The development of this leads to quality and
adds value in the relationship. The importance of trust in business relationships have
been studied by a number of researchers such as Anderson and Narus (1990), Inkpen
and Birkenshaw (1994) and Hakansson and Snchota (1995). Their work illustrate the
importance of trust to business network and in creating and maintaining interactions in
that network.

Confidence is considered to be the foundation of trust building and to the strength
of the relationship by researchers such as Geyskens et al., (1999) and Sarkar et al.,
(1997). Ganesan (1994) and Nicholson et al., (2001) consider that confidence in busi-
ness relationships is developed when one party has the emotions of integrity, benevo-
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lence and credibility towards the other. When partners aspire to maintain their rela-
tionship with each other in a dyadic relationship commitment is considered to be pre-
sent (de Ruyter et al., 2001). Commitment is also related to trust and (Ganesan,1994;
Tellefsen 2002) illustrate the importance to commitment in the build up and persis-
tence of the relationship and its role in securing consensus of the partners towards joint
goals.

Other facets influencing trust are credibility, integrity and benevolence. Credibility
according to (Ganesan, 1994) is the ability and expertise of the partner to undertake
the purpose of the relationship. Mayer et al., (1995) indicate that credibility not only
demonstrates the expectation that a partner can perform to a certain standard, but also
possess ample competency and characteristics to perform. Integrity is evident when
partners comply with ethical standards and keep promises, (see Nicholson et al., 2001).
According to Ganesan (1994), the benevolence component of trust refers to the fact
that a benevolent partner will act, adopt and adapt to new conditions as demanded and
that a partner has willingness to perform more than expected. If a situation of conflict-
ing goals arises between partners, benevolence implies that one partner would place
their partners’ interests above their own (Sako 2000). Coletti et al., (2005) shows that
as benevolence increases, the partners develop moral obligations and responsibilities to
place concern for the interests of others above their own.

Trust and its associated facets are therefore important to business relationships—
they are important in business and particularly in franchise relationships where there is
symbiotic reliance on partners. Despite the importance of rust in business relationship,
however, little information is available that might help to identify actions that partners
[in franchise relationship] should strategically take in order to earn and manifest their
trust and commitment to each other. There is a need to understand what actions will
develop the franchisors’ confidence, credibility, integrity, and benevolence and how
these qualities of trust can be communicated throughout the franchise network.

In the light of the fore-going discussion we ask the following questions:

1. What should the franchisee do in order to gain the trust of franchisor?

2. What are the factors that will develop franchisor confidence, credibility,

integrity, and benevolence?

3. What do franchisees need to do, in order to achieve franchisor commitment?

In order to ascertain how domains of the relationships of trust, confidence, credibility,
integrity and benevolence and commitment might be related to the performance of the
franchise a questionnaire based survey of franchisors in Great Britain was conducted in
2006. From this survey results a model of the relationship of these domains to success is
developed. How these domains vary with franchise size and age are also investigated.

In the next section, the data collection process is outlined and the responses summa-
rised. Then in third section, factor analysis is used to construct derived variables to
represent each of the facets associated with trust. These variables are then related to
self-reported measures of success using regression methods and a path model of the
whole system is presented. In the final section, conclusions are made and a discussion is
given.
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Methodology

According to Yin (1984), the selection of a research strategy in social sciences depends
on three conditions—i.e. the nature of the research question, the extent of control an
investigator has over actual behavioural events and the degree of focus on contempo-
rary as opposed to historical events. In this research, the investigator has little control
over behaviours and the focus is on contemporary phenomena with real life context.
The findings from the exploratory work informed the author’s adoption of the follow-
ing methodology. Survey including the exploratory and validation interviews and ques-
tionnaires are deemed appropriate and will comprise the following detailed pro-

gramme:
J two sets of questionnaires—one each for franchisor and franchisee,
. eight exploratory franchisor and ten franchisee interviews,
. five validation interviews of the franchisors in the UK,
. two validation interviews each from industry experts and franchisees,
. eleven interviews from leading academics in the fields of relationships and

strategy during validation of the findings.

As a mix of quantitative and qualitative methodologies is adopted, therefore, the fol-
lowing discussion will help to understand the benefits and draw backs of implementing
needed strategy. As Hussey and Hussey (1997) note, the use of different research ap-
proaches, methods, and techniques in the same study is referred to as triangulation.
Such triangulation can overcome the potential bias and sterility of single method ap-
proaches. Therefore, methodological triangulation, was adopted where both quantita-
tive and qualitative techniques are utilised. Multiple sources are used to address the
same fact and converge or corroborate it. Findings would be more convincing if based
on several different sources of information. In this study, the franchisors and franchisees
initially provided the information during exploratory interviews, which was presented
to their wider population. The findings were validated through expert interviews with
scholars in the fields of franchise relationships and strategy; a number of franchisors and
franchisees as well as industry professionals were also interviewed as part of the valida-
tion.

Why particular quantitative methods

The are a number of reasons for adopting the quantitative research. The key one is that
the process of qualitative research is formal, objective and systematic. By utilising nu-
meric data, information was obtained to identify persistent patterns in the data and
through statistical applications converted into implementable strategies that draws on
inferences, trends and models. This approach was designed to ensure objectivity, aid
generalisability and reliability (see Creswell, 1994; Cormack, 1991). As Lupton (1971)
argued, the strength of this approach is that it helped [in this study] to produce quantifi-
able and reliable data, which is generalisable and applicable to other hybrid relation-
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ships. Denzin and Lincoln (1994) argue that a major weakness of the approach lies in
the fact that it de-contextualises human behaviour in a way that removes the event from
its real world setting. They further assert that it ignores the effects of variables that
have not been included in the resultant model. Therefore, they suggest that the qualita-
tive approach in shape of in-depth interviews was also used to avoid or minimise this
problem. Qualitative research methodologies are designed to provide a researcher with
the perspective of target audience members through captivation in a culture or situation
and direct interaction with the people under study (Glesne and Peshkin, 1992). Quali-
tative methods include observations, case studies, in-depth interviews and focus
groups. These methods help researchers to comprehend what others perceive of a cer-
tain phenomenon; as postulated by Creswell (1994). Guba and Lincoln (1994) assert
that as the hypotheses generated or questions posed during data collection and analysis,
and measurement tend to be subjective. Therefore, the investigator becomes the in-
strument of data collection and results may vary greatly depending upon who conducts
the research. A major advantage of using qualitative methods in this research, there-
fore, was that they generated rich, detailed data as pointed out by Creswell (1994).

Interviews

There were two sessions of interviews—one took place during the first quantitative
survey where exploratory interviews were conducted. Some answers to interview
questions were available in literature, most were not, which assisted in expanding the
answer grid on the questionnaires by adding more question options for the respondents
to choose from. The second session of the interviews was the validation process of the
quantitative survey findings, and to facilitate these interviews a brief of the research was
prepared and sent out to the potential respondents to facilitate the understanding of the
respondents about the scope of study and intended discussion before the actual inter-
view. This session was facilitated and the interviews were conducted swiftly and, in the
conclusions, numerous direct quotes of the respondents were drawn in order to finalise
the study. Clark (1996) argues that the speakers [in interview sessions] conform to a set
of conventions regarding what to say, how to say it, and what not to say. These conven-
tions make conversation efficient by allowing interviewees to convey unspoken ideas
underlying their utterances—and interviewers would presume that speakers conform
to these norms when interpreting utterances. The respondents bring these conventions
to bear when they interpret questions and formulate their answers to the questions
(Schwarz et al., 1996). Additionally, the respondents were also provided with inter-
view briefs that made it easier for them to provide an educated response as they had
sufficient time to contemplate and understand the research.

Why Mix methods

In order to capture the full benefits of both the quantitative and qualitative methods, a
mix approach was adopted that aims to ensure validation as well as offers triangulation
advantages (see Easterby-Smith et al., 1991). Easterby-Smith et al point out that the
developments in research design in recent decades provide evidence that suggests a
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gradual move among researchers to develop methods and approaches that provides a
middle ground between positivism and phenomenology—perhaps a bridge between the
two extreme viewpoints.

Findings and discussions
This analysis was conducted controlling for age, size and the sector of the franchise.

The age and size groups developed are shown in Table 1, and are developed keeping in
view work of (Shane and Spell, 2002).

Age Size
Nascent 1-5 years Micro 1-15 franchisees
Young 6-8 years Small 16-50 franchisees
Older 9-11 years Medium 51-100 franchisees
Mature 12+ years Large 100+ franchisees

Table 1: Age and the size groups

The main method of data collection used was a detailed structured questionnaire.
Questions were asked to elucidate the different relationship domains as identified in the
literature. This was developed from the literature, exploratory interviews of eight fran-
chisors and piloting in another 14 franchises. The questionnaire was sent to the list of
franchisors held by the British Franchise Association and from other web sources'.
Companies were telephoned in advance of being sent the questionnaire in an attempt to
ensure their inclusion in the survey and after a number of reminders 124 companies
completed the questionnaire. The nature of the respondents are summarised in Table 2.

Business Age Size Total
S Nascent Young Older | Mature | Micro | Small Medium Large
Sector
Specialised 8 5 4 14 7 13 6 5 39
Services
Fast Food and 1 2 2 3 2 2 2 2 8
Restaurants
Automobile 1 1 3 3 1 4 1 2 7
Services
Property 8 2 7 33 8 19 13 10 49
Specialised 2 1 3 7 1 4 2 6 9
Retail
Education & 1 2 2 9 3 6 2 3 12
Training
Total 21 13 21 69 22 48 26 28 124

Table 2: The nature of the responding franchisors

1. www.whichfranchise.com and www.ifa.org.
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Questions asked were designed to enquire about the demographic details of the fran-
chise, then items relating to the success of the franchise in relation to which desired
goals were achieved was sought. There were direct questions to gather information
about the various attributes of the different facets of trust and commitment. These
were asked on an 11-point scale and were of the form “the degree to which X attribute
was important. The variables obtained from subsets of these questions were then com-
bined to expose latent variables associated with each dimension of the facets of trust
and commitment—as demonstrated in the next section.

To measure success franchisors were asked to report their success, in relation to ten
motivations for franchising and the degree of importance of that motivation. These mo-
tivations were: to grow business and increase market share; enter new markets, in-
crease manufacturing capability; increase distribution capability; growth and stability of
target market; government incentive schemes; capability to operate; to decrease costs;
to overcome resource constraints; and to recover otherwise unrecoverable costs. A
‘success’ score was computed using the following calculation:

n=8
2.S!

i=1

Where i= 1 to 8 reason; S; = success of reason I and I; = importance of reason i. This
score was found to be normally distributed with mean 51.3 and standard deviation

13.9.
Derivation of the facets of trust and commitment

Exploratory interviews were conducted with eight franchisors in the UK. These com-
panies were from Fast Food and Restaurants, Cleaning and Hygiene, Retail, Specialized
Services and Education sectors. Interviews were targeted to identify franchisor percep-
tion regarding factors and actions that the franchisee may take to secure franchisor trust
and commitment. There were six main questions, one for each construct. These inter-
views helped in the measurement of the phenomenon and pointed out the actions fran-
chisors desire their partners to take to earn franchisor trust, confidence, credibility,
integrity, benevolence, and commitment.

The questions pertaining to each domain were combined using factor analysis with
Varimax rotation. These are displayed in Table 3 along with their factor loading and
Cronbach’s reliability coefficient which should be at least greater than 0.5. In regard to
trust five factors explained almost 85 per cent of the original variance of questions con-
sidered to be associated with trust and Cronbach’s Alpha showed an acceptable reliabil-
ity coefficient of 0.687. These factors have been labelled franchisee compliance, re-
sponsibility, performance and consensus. Three factors were derived from the ques-
tions listed in Table 3 which were considered to represent issues related to confidence,
these factors have been labelled as strategic acceptance, expertise and acknowledge-
ment, (Cronbach’s alpha of this set of factors was 0.603). Four factors emerged to rep-
resent credibility; these have been labelled operations, sincerity, honesty, and acquies-
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cence. Integrity is represented by three factors that have been labelled as managerial,
financial and respect. Two factors were derived to represent benevolence that was la-
belled as recognition and participation. Finally, three factors were derived to represent
commitment and these are labelled as adherence, proactively and mutuality.

Relationships and success

The factors derived in the previous section are now related to self reported measures of
franchise success and are displayed in Table 3 (appendix 2, page 106). The factors
which correlated with success are Performance in the Trust domain, Sincerity in the
Credibility domain, Mutuality in the Commitment domain, Managerial in the Integrity
domain and Participation in the Benevolence domain. Elements from the confidence
domain were not found to correlate with success. From Table 4 (appendix 3, page
107), it is evident that factors of different domains of the relationships are on occasion
highly correlated.

The dimensions of each domain were regressed on perceived success, separately for
cach domain, on the success score using a stepwise selection procedure and the models
obtained is presented in Table 4. For each domain, with the exception of confidence,
only one factor appeared important. For confidence, no factors were found to be sig-

nificant.
Domain Factor Slope Standard R*%
Error

Trust Performance 4.527 1.192 10.6
Credibility Sincerity 3.032 1.230 4.7
Commitment Mutuality 4.220 1.201 9.2
Benevolence Participation 3.160 1.227 5.2
Integrity Managerial 3.043 1.280 438

Table 5: regression models of relationship dimensions on success

For the majority of domains a link appears that explains the perceived success of the
franchise relationship. However, the relationship domains are strongly correlated, es-
pecially the factors which are identified as important. Thus conventional regression is
not an appropriate means to construct a multivariate model of the relationship to suc-
cess. Path models (Foster et al., 2006) were investigated using AMOS 7.0. Many mod-
els were fitted and were compared on the basis of their fit criteria and on conceptual
appeal. From this the model which emerged as optimal is displayed in Figure 1 (see
appendix 1, page 106).

The slopes of the connecting paths are listed in Table 6 and the contributions to ex-
plaining success of the franchise relationship of the various paths are detailed in Table 6.
In this formulisation credibility, benevolence and integrity are taken as given; these are
correlated as indicated by the double headed arrows. These in turn act upon confi-
dence, commitment and trust in the franchise relationship. In this formulation the ef-
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fects on success was found to be mainly via trust. Thus, the direct effect is verified.
Integrity and benevolence relationships act to increase trust and indirectly bolster suc-
cess as shown in table 7. However, commitment seems to have a negative direct effect
on trust and this translates to an overall negative effect on success. Trust is indirectly
positively effected by confidence via the direct effect of confidence on benevolence.
Commitment is enhanced by increasing integrity, confidence and benevolence but ad-

versely influenced by credibility.

Effect on Integrity Credibility Confidence Trust Commitment Benevolence
Success / 4

Direct 0.000 0.000 0.000 0.414 0.000 0.000

Indirect 0.153 0.049 -0.024 0.000 -0.163 0.054

Table 7: The effects of relationships on self reported success

The model appears to be a reasonable fit as indicated by the comparative fit index
(Bentler,1990) of 0.842 (one desires this to be close to one) and the Akaiki Information
Criteria of 123.3 which compares well with the null model of 463.2. However, the
minimum discrepancy function is 6 well above the desirable level of 2 which indicates
lack of fit and room for improvement in the model. The factors of each domain of rela-
tionship were analysed in relation to franchise age and franchise size using the catego-
ries as detailed in Table 1. As the franchises became older no clear trend in the factors
emerge but for large franchises all the key factors associated with success were stronger
as can be observed from Figure 2.

= Fadicipstion

Figure 2: Relationship Strength by Age and Size
However, using two way analysis of variance no significant difference in self reported
success was found across franchise size or age. The mean factor scores by different busi-
ness sectors are displayed in Figure 3. This shows that in food and education and train-
ing sectors that the relationships tend to be stronger than in the automotive sector
where integrity and benevolence factors score low, though the factor from commit-
ment scores high. In the general and specialist retail sectors all the relationships appear
weak. However, once again this variation between sectors was not found to affect self-
reported success which was found not to vary significantly between the business sec-

tors.
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Figure 3: Relationship Strength by Business Sector

Conclusions

From this study, much of the speculation in the literature such as that of Morgan and
Hunt (1994) has been verified. Constructs of different facets of relationships in fran-
chising have been formed. Some of these have been found to contribute directly to the
success of the franchise. The stronger these relationships as represented by higher factor
scores of their dimensions then the greater is the likelihood of a successful franchise.
Although the direct relation of the relationship to success is weak and not significant for
the case of the confidence domain, these relationships reinforce one another and act in
the manner of a virtuous circle which enhances the prospect of success. However,
many other elements influence the success such as franchisee selection criteria, brand
image and its recall, and the competitiveness of the local market. In general these di-
mensions were found to be stronger in older franchises than newer and smaller fran-
chises but not significantly so.

The business relationships clearly play an important, if somewhat un-revealed part in
ensuring the success and ultimately the continuance of the franchise and as such they
should be fostered and nurtured. Because each relationship reinforces the others all the
domains should be nurtured equally. Based on the literature review, a situation
whereby the partners could achieve competitive advantage and it pointed out how the
conceptualised model could be operationalised. The findings from this study have sug-
gested that the effective operationalization would depend on actions and behaviour of
both the partners. These findings are in agreement with the literature that the trust and
commitment are focal to the relationship-based business; however, this study has taken
the literature a step further and showed that what manifests trust and commitment and
has revealed the effects of trust on franchise business.

The study has shown from the elements of the factors of different domains that the
franchisees in order to secure their franchisor trust and commitment, have to show to
their franchisors that they can manage their unit effectively and profitably. They have to

100



MOHAMMAD KHAN RAHATULLAH

understand the importance of and adhere to agreements, franchisors’ advice, and qual-
ity standards. They need to arrive at the consensus with their franchisors when congru-
ence is required on objectives, sources, or resources. The franchisees must also be
adaptable to changes brought in by the franchisor. They require participating in the
overall growth of system and providing their expert input for product or service devel-
opment. The study has also shown by answering questions, that in order to earn credi-
bility from franchisors franchisees have to demonstrate to the franchisors that they are
sincere to the business by meeting the promises they make and respect the systems and
procedures installed by the franchisors. Similarly, franchisees have to report on time,
show consistency, and responsibility in their work and bring in innovative ideas for
brainstorming and further development when required to earn integrity. On the other
hand, franchisees have to participate in system development and show a problem solv-
ing approach to earn benevolent feelings from the franchisors.

The responsibility to implement the policy will lie with the franchiser because, as
Bond and Bond (1991) show that the franchisor plays the role of source or umbrella for
the franchisees, it becomes their responsibility to promote policies and procedures to
agree with their partners regarding appropriate means of competition and desired ends
for achieving growth. Keeping this in view franchisers may have to identify whether
they would like to implement the model throughout their organisation or identify
which members, with whom they had been facing problems. In such a case they will
need to identify strategy to execute the plan, which may include persuasion, negotia-
tion, politics or tactics as discussed as discussed by (Tenbrunsel and Messick, 1999;
Dant and Schul, 1992; Stevens, 2000; and Fladmoe-Lindquist and Jacque, 1995). This
study will provide a guideline to franchisees—be they existing or potential—about
what is expected of them once they join a franchise business not only to be able to func-
tion effectively but also to grow with the franchise system.
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Appendix 1

Path model of the relationship features

Credibility

Succoss

Figure | Path model of the relationship features
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Appendix 2

Factor analysis of relationship domains

Factors and Loadings

Variables Franchisee _ Participating
Responsibility|  Perfarmance Consensus and
compliange .
Compremising
TRUST

Franchisee ensuring sdherence to sgreement

If franchis e do not misrepresent financial data

Adherence to quality snd operstional manual

Franchisee implementing changes necessary to keep com petiive
Ontime rovity payments

If ther= s no risk of damaning brand and reputation
Franchisee s hould report on time

When franchisee actively partdipates in's envice and or product development wamr
If franchis = doss nat avald res ponsibility -
If franchis ee has problem s olving spproach 2

When frsnchisee mananes his business and cooperstes for busines s develooment
If franchis 22 meets his obliastions

it franchises shows inciess &d ssles every time

Honeuring of commitments

Consensus on commen Bsuss and obiedtives

Cooperation to achieve the agreed targes

Variance 27.36 21.11 16.64
CONFIDENCE
Strategic Expertise | Acknowledgement
acceptance
Show of managerial and business expertise 0.8210 ==
Show of technical skils 0.8370

Acceptancs of franchiser effors and sssistance

Recognition that ranchisor & the boss

Cons i tency

£lear communications

Seff sufficiency in unit mensgement

Understsnding and sccepting Franchis or strategy

Cooperstion to schisve snd implement the sqresd tsrgets and stratagy
Resped for principles on which system is based
Respect for franchizors’ achievement and guidance

Variance 3189

CREDIBILITY

2478

Communicatiens

Show unit level management & bus iness growth

Implement quslity s tandards end operationsl procedures
Implementation of changes swifily as & when nesded in operations
Submission of financial statements en time

Meet promises

Demanstr ate honesty

Honouring stligations

Show of respet for prindiples on which system & based

Res pect for franchisor's achievements and guidance

Variance 2774

INTEGRITY

1888

1307

True and correct presentation of financial figures
Fayement of rovalties on time

Ontime reporting

Cons ks tency

Show of responsibility

Innovative idea: and input for develeoment

0902
0878

Meeting com mitments o1
Respect for system principles 0788
Respedt for franchisor achievements and guidance ar 078
27.86 2027 16.56
BENEVOLENCE
Recognition | Participation
Recoanition of franchisor's efforts
Recegnition that franchisor & boss
Participation in innov stion
Froblem solving speroach 0.719
Respect for franchisor's achievements and guidance s
Variance 23,64 28.07
COMMITMENT
Adherence | Proactivity | Wutuality
Adherence snd implementation of contral systems 0.809
Show of trust 0.302

Inputs when required for product / service development
Show of res ponsibility

Frotlem sciving approach

Cans k tent perfermance

Mutusl cons ensus on commen bsues and cbjectives sme
Mutusl cooperation to schieve the agreed targets o
Adherznce to qualty standsrds 0.790
Implementation of changes advis &d 0.302
Clesr communications v
Variance 29.83

Table 3: Factor analysis of relationship domains
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Appendix 3

Correlations between success and factors representing relationships

Tnst Cradibilty Commitment
Fravnbe: Patkpaingani
Compliznce  Resporelolly  Perfomance comsensus  Compromisng  Operbns  Shoerly  Homesh  Actukestence  Admerence  Prositbel Mzl
Sucness 400 41018 Q3= 0108 403 Am2 g o 1068 01 008 0n=
Fravibe:
Compliznce 00 1000 00 00m s s um i Q00 M= 04
Responslo Ik 1000 0000 10m 4013 [l - A 035~ Q07 013
Perfomance 000 Q00 anz Qgm0 il 0m 40 ame=
COnEEnEUS 200 T Qe 03 1047 015 a0 o4
PEC 00 Q06 0w 016 iy 008 4432
Cperaiins 000 000 200 03 0= 1086
Shoarky 000 200 s 2 s
Honest 200 0305 i) i
Aclescence 03 4185 104
Aderence 000 200
Fraciiel 0000
Mtz Ry
MEagt
Fnanclal
Respect
Srtegt
Aoopiance
Expertise
Asknon Eagement
Recogikn
Inkgrity Confidenca Be nevolance
Maa@nal Fnawkl Resoedt  SiElghActepEnc:  Expedbe  Adknowkdgement  Recognfion  Paricpatin
Suoess Qg Q0% o 047 .03 Qa2 00 Q=
Franchisee
Complance 058 1083 o7ar= 9007 Q54T a0ed o AL
Responsiiky 0535 il 015 arr a1ex 44078 .08 035
Perfomangs omE= 0013 4101 0285 24073 Qzar Q241 Q545
COMEENSUS at11s Qs 0094 0450~ 006 Q184 fileli- 013
PEC 069 ik il ] L7 D05 072 001 azm=
Operalions Q080 0008 Q7= 0.006 PET 0188 am= 0010
Shcarty o= 1010 9457 02z~ 065 one Qz0t= Q404
Homesly o4 Qg Q2 0.3 X Q043 H.0E5 Q4Er=
Aciulescence aom 008 Q24m= 0058 Q4o Q437 0455 0345~
AdreEnce 445~ [ a1 Q3= 0.103 o= 0055 Q5ar=
Proacively -0.009 038 0get- Q01 045 a3 0043 125
MubRy 074 004 009 [ 4020 UK =iy R Ko 0504
Wenagerial 00m 000 0304 07 0180~ 0z2n= 054z
Ananchl Q000 0354 0.051 Q180" 9123 Q451
Fespect D24 arE= 0043 00z 0.000
Fralegc
Agcentance 0.000 a0 .060 ikt
Expaike a0m 0.0635 1040
Acknowledgement i iR i)
FecognRin 0000

" significant at the 10%level
* significant at the 5% level
** cignificant at the 1% level

Table 4: Correlations between success and factors representing relationships
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