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Abstract

This study aims to develop a measurement scale for the quality of franchisors in
restaurant franchising industry. The scale development procedure includes four steps:
developing initial items, implementing purifying measures, data collection, and assessing the
reliability and validity of the proposed measurement scale. Both exploratory factor analysis
(EFA) and confirmatory factor analysis (CFA) are used to test the reliability and validity of
the measurement scale thus developed. Five dimensions were incorporated in the
development process scale: (1) Logistics system, (2) Preparatory work, (3) Operational
support, (4) Marketing and financial management, (5) Internet application. Given the scarcity
of research on the evaluation of franchisor, the measurement scale developed in this study will
serve as a foundation for future research. The findings of this study may help to stimulate

future empirical research on the relationship between franchisors and franchisees.

Keywords: franchising; franchisor; franchisee; measurement scale; restaurant.



1. Introduction

Franchising, it’s a way which a lot of enterprises have expanded the domain and increase
the market share (Hoover, Ketchen, & Combs, 2003). So far, the enterprise type has already
contained the categories of many kinds of service industries. According to the statistics of
Small and Medium Enterprise Administration, Ministry of Economic Affairs of Taiwan
(2009), due to the economic recession, the numbers of small and medium enterprises
decreased. However, from the survey of Department of Statistics, Ministry of Economic
Affairs (2009), the sales of chain and franchising industries are growing gradually. It revealed
that the development of industrial franchising is a trend of service industries. In addition,
from the survey of wholesale or retailing industries and foodservice industries, most of them
are in the operation of chain or franchising. As it can be seen, it’s become an important role in
business development. Since the first McDonald’s was opened in Taipei in 1984, the
Western-style chain restaurant agitation has been raised in Taiwan. Afterward, not only many
Western-style chain restaurants have entered Taiwan, but various kinds of foodservice
industries tried to develop in the way of franchising including Chinese fast food, breakfast,
café, drinks, steak house and ethnic restaurants. For over 20 years, it exerted a tremendous
influence on domestic food and beverage consumption style and facilitated the development
of foodservice industries. Therefore, franchising plays a quite important role to the
foodservice industries in Taiwan.

For franchising, because the general headquarters (franchisors) have intact plans for
running a store, it can accelerate the duplication of branches and increase consumers’
confidence with goodwill and popularity of the general headquarters. Moreover, it could
reduce the cost and simplify operating procedure by mass purchasing, and improve the
competitiveness of enterprises by joint advertisement. In addition, the assistance from
professional personnel of franchisors will be offered to the franchisees, such as educational
training, site selection, market survey and promotion activities (Khan, 1999). These
advantages for franchisees have attracted a lot of entrepreneurs to choose franchising.
Franchising is considered as the strength that drives the restaurants to grow up (Hua &
Templeton, 2010). Therefore, in the recent years, more and more entrepreneurs joined the
franchising system, it resulted in less and less independent stores.

Nowadays, by employing the way of franchising, more and more small and medium
enterprises of foodservice industries extended their market share successfully. Taking an
example as 85°C Coffee Chain Stores, its scope has been a listed company owning more than
300 branch stores in the world. It’s the main reason why franchising attracted lots of
entrepreneurs. However, due to the increase of franchised companies, some negative effects
emerged; such as franchisees addressed that franchisors requested high capital for the start,

high cost for ingredients, the profit not as the expected, and so on. And, during the popular



period, some franchisors extended branches quickly but failed very soon, too. It was caused
by franchisors’ poor supervision or lacking for long-term plan and support. It revealed the
importance of franchisors’ management and vision. Falbe and Dandridge (1992) proposed that
the establishment and implementation of franchisors‘ supporting system is very important to
maintain the entire quality of franchisees. Taiwan Chain and Franchise Association (2011)
pointed out that the development of a franchised industry is related with franchisors® quality.
Especially while facing economic recession, the franchisor with bad quality is hard to treat
various operational problems. Only to make the frachisors better, it will faciliatate the
company pass economic recession and search for sustainable operation. It revealed that
rachisors‘ quality is very important and worth of being paid much more attention.

However, regarding the quality of franchisors, there’s not any evaluation tool for the
franchisees yet. What are the important factors influencing the quality of franchisors? What
are the items which can be based on by franchisees to choose franchisors? It can be believed
that to establish an evaluation tool for franchisees to choose franchisors will be helpful to
franchisors’ success. Thus, it can facilitate the mutually beneficial relationship between
franchisors and franchisees. On the other hand, this evaluation tool can also offer the
franchisors to carry on the self-assessment and inspection and be benefitted to franchisees. In
this way, it’ll contribute to achieve a mutually beneficial relationship. It is believed that
during the period of prosperous development of franchised foodservice industry in Taiwan,
this research will be of quite important implication. It’s a motive of this research.

In recent years, due to the influence of globally economic recession, the new branch
stores of foodservice industry decreased; however, the company with good-quality franchising
management still grows very quickly. As it can be seen, the competition has transferred from
quantity to quality. Gradually, many franchisors reviewed current franchising operation and
management and then modified the goal and strategy, such as the pace of extending branches.
According to these indications, the importance of good-quality franchisor emerged.

To synthesize the above, the theories of franchising will be applied in this research. By
utilizing the method of scale development, trying to develop a measurement scale for
franchisees to evaluate the quality of franchisors. It is believed that this has certain
contribution value to the relative academic research. It’s expected to provide the franchisees a
tool to evaluate franchisors; and, it also offers the franchisors a reference while drafting
franchising system. Finally, this research will propose more concrete suggestions on the
development of franchised foodservice industries. It’s expected that the result of this research
can make much contribution to promote the quality and development of franchised industries.

According to above-mentioned research background and motive, this research
established a measurement tool for franchisors by analyzing the indicators of evaluation.
Moreover, by taking foodservice industry in Taiwan as the objects, an empirical research was

proceeded to explore the key factors and relative contribution degree of each factor to develop



a measurement tool of franchisors. Therefore, the purposes of this research are as followed:
1. To explore the key factors and indicators of the measurement tool for the quality of
franchisors in food industry.
2. To develop a measurement tool, the validity of the tool and the relative contribution

of each factor will be examined.

2. Literature review
2.1. Restaurant franchising in Taiwan

Chain operation includes two types- direct chain and franchising management. Direct
chain management means that the headquarter owns trademark, products and operational
model (operational techniques) and makes total (100%) investment. All of the employees are
belonged to the corporation; and, all of the branches used the same trademark, operational
model and centralized management.

The other type is franchising management. According to International Franchising and
Chain Association, franchising is defined as “A relationship exists between franchisors and
franchisees. The franchisors assigned franchisees a license and authority to keep operating
their business and facilitate them on organizing, training, purchasing and management;
certainly, the franchisees are requested to give feedbacks”. The meaning of franchising
management is that several branches used the same trademark and partially or entirely
employed the same service style and operational techniques. Under the whole plan and draft,
the management team implements standardization, specialization and centralized
management.

In franchising system, a variety of management types existed. These models could be
classified into two categories (Khan, 1999):

(1) Product and trade name franchising

Product and trade name franchising are a relationship between suppliers (franchisors)
and sellers (franchisees). The franchisees could acquire product identification from
franchisors; and, the franchisees’ products are the same as those of franchisors. Moreover,
in a certain level, the trade name and product name are the same. The franchisees obtain
the right assigned by franchisors to distribute and sell products in an identified name or
trademark.

(2) Business-format franchising

Business-format franchising is an entire management model, not a single product or
trademark. Its characteristic is a continuing relationship of business. In this model, it not
only contains products, service and trademark, but only involves the whole management
concept; such as marketing strategy and project, operating manual and regulations,
quality control, centralized purchasing advantages, research and development,

educational training, assistance and supervision, and so on. The franchisees could follow



the regulations regarding the operation from franchisors, including operation procedures,
products and service quality and the store layout. The mutual communication is kept

between both sides. Foodservice franchising is belonged to this type of operation.

According to the survey of Taiwan Chain and Franchise Association (2011), there are
around 1,600 franchisors in Taiwan. Totally, it includes 70,000 franchised stores and 27,000
chain stores and occupies 48% of total sales in retailing and foodservice industries. It revealed
that franchising hugely affects industrial development and is more and more popular in
business operation. And, the franchised operation techniques have been more mature
gradually, its concept is also commonly applied to various industries.

Regarding the development of franchised foodservice industries in Taiwan, through the
development in recent decades, it has been more mature. Until 2010, there were more than
400 franchisors of foodservice industries. By employing franchising, it could make the
investors easily join franchising and result in prosperous development. As it can be seen,
franchising is an important drive for foodservice industry development. Please refer to table 1

for the statistics of franchised stores of foodservice industry.

Table 1  The statistics of chain/franchised foodservice industries

Companies Total branch Chain Franchising
stores
Fast food 147 18,152 2,375 15,777
Café 49 1,626 576 1,050
Restaurant 175 2,546 1,349 1,197
Leisure drinks 54 2,681 374 2,307
Foodservice 425 25,005 4,674 20,331

industries

Note: “Taiwan Chain Store Almanac 2010 by Taiwan Chain Stores and Franchise

Association (2010), Taipei: Taiwan Chain Stores and Franchise Association.

2.2. Why franchising

Franchising system originated from the 1900’s in the States and had experienced rapid
and prosperous development. It not only pushed domestic economy forward in the States, but
also played an important role in global economy through international franchising association.
Additionally, in service industries, franchising is an important organizational type and
becomes an important feature of modern economy (Combs, Michael, & Castrogiovanni,
2004). Therefore, why franchising, what the advantages and disadvantages are for the

franchisors and franchisees have become focused issues.



Regarding why the company provides franchising, agency theory and resource scarcity
are two primary viewpoints (Combs & Ketchen, 2003; Hoover, Ketchen, & Combs, 2003).
For agency theory, it means that the regency relationship exists when one side employs an
individual or an organization to provide a service and authorize the right of implementation to
him. Many researches proposed that agency theory explained the existence of franchising
(Fama & Jensen, 1983; Matheson & Winter, 1985; Brickley & Dark, 1987; Lafontaine, 1992).
The other theory- resource scarcity treats franchising as a way for a company to extend its
market share while facing a limited capital, management and information (Oxenfeldt & Kelly,
1968; Caves & Murphy, 1976; Norton, 1988; Carney & Gedajlovic, 1991; Shane, 1996). The
franchised company could approach lower capital, motive experts and knowledge of the
market (Aliouche & Schlentrich, 2009). When the enterprise is young and small scope, it’s
very difficult to obtain sufficient capital from traditional financial market to display
management ability and the knowledge of local market (Katz & Owen, 1992). In addition, for
franchising, the importance of intellectual capital could also be emphasized. A good enterprise
could own its confirmed human resources system and develop intellectual capital to
compensate for the incomplete human resources system. Through franchising, the acquired
intellectual capital could replace intellectual capital from the inside (Ketchen, Combs, &
Upson, 2006).

In order to maintain good franchising system, making the franchisors and franchisees
keep a mutual beneficial and symbiotic relationship is very important (Khan, 1999). Thus,
how to sustain this relationship has become a focused issue worth of being explored. Based
on the perspective of agency, this problem is how the franchisors can authorize franchisees’
actions; however, the franchisors and franchisees have different goals. This different goal
causes the conflict between the franchisors and franchisees. Therefore, by well utilizing the
controlling system, it can result in the both sides to access the same motive and result for both
sides (Eisenhardt, 1985). Vazquez (2008, 2009) found that there’s better consistency between
both sides, lower failure possibility would be revealed.

For the consistency between both sides, many researches proposed that establishing and
keeping a trustful relationship between the franchisors and franchisees is very important to the
success of franchising because the essence of this business includes mutual cooperation (Das
& Teng, 1998). The franchisors should treat franchisees as partners not subordinates, and the
franchisees need to understand corporate culture. The franchisees have to recognize the brand
personality of franchisors and strive for the franchisors’ demands and expectation, not
concentrate on short-term financial goal.

Since the trustful relationship and goal consistency played an important role for the
success of franchising, both sides need to have clear perception on the advantages and
disadvantages to keep this mutual beneficial relationship. Thus, the advantages and

disadvantages are described as followed.



2.2.1. The advantages and disadvantages of franchising- For franchisees

Franchising, through investing capital, management experience and risk sharing, it can
facilitate small and medium enterprises and boost their growth (Roh, 2002). The performance
of franchised enterprises is higher than independent enterprises; to be compared with
independent companies, the franchised companies tend to have lower failure possibility
(Claver-Cortes, Molina-Azorin, & Pereira-Molina, 2007). And, Hua and Templeton (2010)
addressed that franchising is a driving force which promotes market share and sales of the
restaurants. Moreover, based on agency theory and resource scarcity, in franchising system,
franchisees’ benefits are getting operational supports from franchisors. In Restaurant
Franchising, Khan (1999) proposed that the advantages for franchisees include franchisor’s
managerial concept, facilitating technique and management, establishing standardized
operation procedure and service quality control, lower capital, facilitating research and
development, facilitating advertisement and promotion, and so on.

Additionally, franchisees’ satisfaction was explored in previous researches. Roh and
Yoon (2007) employed pre-opening support, centralized purchasing, congeniality
/communication, business assistance to measure if the franchisee was satisfied with the
franchisor. It was found that the most unsatisfied item was business assistance, and the most
satisfied items were centralized purchasing. Please refer to table 2 for the measurement items.

For chain restaurants, Kim and Kim (2005) proposed that brand awareness and
perceived quality were related with company’s performance. The establishment of brand
equity is very important to chain restaurants. When a franchising system owns a good brand,
it can facilitate the franchisors create a gate which is hard for the competitors to duplicate the
image and products. Thus, the competitive advantage is formed (Roh & Choi, 2010). And, the
crucial elements for chain restaurant brand were addressed by Miller (2008), including
operating system, operating procedures, restaurant designs of the interior and exterior
building, interior memorabilia, training programs for key staff, and new store opening teams,
and so on. These elements are consistent with those of Roh and Yoon (2007).

In addition, standardization is an imperative approach to promote service quality (Kim,
& Kim, 2004). Developing a standardized system of products and service, it’s crucial for
international franchisees to duplicate products and service (Preble, 1992). Lee, Khan and Ko
(2008) proposed that the key success factors for chain restaurants are strong training programs,
innovative human resource management, flexibility in marketing strategies, custom menus
and operations, competitive service strategies, innovative site selection, a close relationship of
franchisor and franchisee, and so on.

Moreover, the importance of internet should not be ignored. The relationship of internet
and franchising is the most prevalent and potential issue in current operation (Cedrola &

Memmo, 2009). For franchisors, the opportunities provided by internet are as followed:



a tool for communicating with the end user;
an e-commerce tool for promoting and selling products and services;

a tool for finding new franchisees;

el

a tool for communicating with the franchisor’s network of franchisees and with
suppliers;
5. atool for conveying information and training that can be used alongside, or instead

of, traditional methods.

To sum up the above, it focused on the support provided by franchisors or the
advantages for franchisees. However, for franchisees, there are some disadvantages such as
unachieved expectation, lack of freedom, the expense of advertisement and promotion,
franchising fee, too much dependent on franchisors, etc. (Khan, 1999). Combs (2008) also
pointed out that the franchising wouldn’t be maintained if the franchisor couldn’t offer
suitable freedom or devote more efforts on franchisees’ learning. Otherwise, when the
franchisor was unable to present entire operational concept, knowledge of the market and
appropriate economic scope, its facilitation to franchisees would be limited (Klonowski,

Power, & Linton, 2008).

Table 2  The items measuring franchisees’ satisfaction on franchisors

Dimension Items

Explanations about disclosure documentation
Initial franchise fee
Royalties and other expenses
Pre-opening support o o .
Restrictions on interior design and layout of the store
Site selection
Initial training
Procedure of ordering supplies
Respond to order
Central purchasing Flexibility to changes in order

Punctuality on delivery date

Return policies
o Legal/tax advice
Congeniality ) .
o Franchisor on-site visit
/Communication

Regular meetings with franchisor
Research and development
. . Co-operative advertising
Business assistance
Customer data base

Helping to recruit competent employees




Note: From “Franchisor’s ongoing support and franchisee’s satisfaction: a case of ice cream
franchising in Korea” by Roh et al., 2007, International Journal of Contemporary Hospitality
Management, 21 (1), 91.

2.2.2. The advantages and disadvantages of franchising- For franchisors

For franchisors, Khan (1999) proposed that there are some advantages for enterprises
(Hoover et al., 2003). On the other side, there are some disadvantages for franchisors,
including lack of freedom on management, different franchisees’ financial situation,
responsible for recruiting franchisees, selecting and hiring (Khan, 1999). It would hurt the
franchisor if the franchisee couldn’t pay franchising fee or make efforts on maintaining the
standard of quality (Combs et al., 2004). To synthesize the literature, the supporting is listed
in table 3.

T

Table 3 ~ The dimensions and items of franchisors’ supports for franchisees

Dimensions Items
Pre-opening Explanations about disclosure Roh & Yoon (2007)
support documentation

Initial franchise fee

Royalties and other expenses
Restrictions on interior design and
layout of the store

Site selection

Initial training

Logistics system Procedure of ordering supplies Roh & Yoon (2007)
establishment Respond to order

Flexibility to changes in order

Punctuality on delivery date

Return policies

Bulk purchasing programs Aliouche & Schlentrich
(2009)
Congeniality/ Legal/tax advice Roh & Yoon (2007)
Communication Franchisor on-site visit

Regular meetings with franchisor



Business assistance

Brand and

marketing

Internet

application

Financial support

Research and development
Customer data base

Helping to recruit competent employees

motivated managerial expertise

proven system of operation

franchisor-provided training and support

managerial experience

existed managerial concept

facilitating technique and management
standardized operation procedure and
service quality control

facilitating research and development

Co-operative advertisement

Established trademark

Advertisement

Robust brand

Facilitating advertisement and

promotion

Applying the internet to communicate

with franchisees

Applying the internet to promote and

sell products and services
Applying the internet to convey

information and training

Access to cheaper capital

Roh & Yoon (2007)

Aliouche & Schlentrich
(2009)

Roh (2002)

Khan (1999)

Roh & Yoon (2007)

Aliouche & Schlentrich
(2009)

Roh & Choi (2010)

Khan (1999)

Cedrola & Memmo (2009)

Aliouche & Schlentrich
(2009)



Lower capital. Khan (1999)
Support of the loan

In order to understand the quality of franchisors, the indicators for franchisors were
established in this research. Based on the above theoretical perspectives, seven dimensions-
pre-opening support, logistics system, communication/congeniality, business assistance, brand
and marketing, internet application and financial support were proposed. The seven factors of
conceptual framework were formed to be the measurement of franchisors’ quality. The
hypotheses were based on what the latent variables had common characteristics and reflected
a higher level of latent construct (franchisors’ quality). Therefore, these seven latent variables

formed the original franchisors’ measurement scale.



F1
Pre-opening

support

F2
Logistics system

establishment

F3
Congeniality/

Communication
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F4

quality
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Brand and marketing

Fé6

Internet application
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Fig.1 Original concept model



3. Measurement scale development

According to the scale development procedures recommended by Kong, Cheung and
Song (2011), Netemeyer, Bearden and Sharma (2003), Churchill (1979), the research design
includes four major steps: (1) Developing initial items; (2) implementing purifying measures;
(3) collecting data; and (4) assessing the validity and reliability of the measurement scale

proposed.

3.1. Developing initial items

In the first stage, we reviewed the relative books, journal papers and official websites to
search for the documents and data. Based on the items developed by Roh and Yoon (2007),
we investigated franchisees’ satisfaction, further to involve the advantages for franchisees
(Khan, 1999) and the supports from franchisors (Aliouche & Schlentrich, 2009; Roh, 2002;
Roh & Choi, 2010; Cedrola & Memmo, 2009), the initial items were developed. Afterwards,
we conducted semi-construct interviews of senior franchisees of foodservice industry. A total
of 7 personal interviews were conducted from September-November 2011 to collect
information on franchisors’ support. The target sample in the interviews consisted of the
franchisees of fast food restaurants, full-service restaurants, coffee shops and casual drink
shops (please refer to table 1). The interviewer started the semi-construct interviews by taking
the participants through reviewing a listed items of supports from franchisors, and asking
them to describe the supports from franchisors in their franchising system. As a result, a list of
34 items (roughly 7 dimensions) were formed as followed (please refer to table 4).
1. Preparatory work

Regarding the pre-opening support, it could help the franchisees operate and start a new
business. It includes explanations about disclosure documentation, initial franchise fee,
royalties and other expenses, law consultant, restrictions on interior design and layout of the
store, site selection and evaluation and initial training.
2. Logistic system establishment

For establishing logistic system, the main purpose is to provide the operational support.
It includes the establishment of bulk purchasing programs, simple procedure of ordering
supplies, immediate and accurate respond to order, flexibility to changes in order, punctuality
on delivery date and reasonable return policies.
3. Communication and support

In order to facilitate franchisees operate more smoothly, keeping on-going
communication is important. It includes offering legal/tax advice, regular franchisor on-site
visit and regular meetings with franchisor.
4. Business assistance

In assisting the business operation, it mainly covers the management. It includes

facilitating research and development, facilitating the establishment of customer data base,



helping to recruit competent employees, providing managerial experience and existed system
of operation, providing training and support, franchisors’ managerial concept, facilitating
technique and management, establishing standardized operation procedure and service quality
control and equipment/facilities maintenance.
5. Brand and marketing
A franchisor could promote a company’s reputation by establishing the brand and
implementing marketing the strategy. It includes establishment of trademark, owning a robust
brand and facilitating advertisement and promotion.
6. Internet application
Internet is a current important tool for an enterprise to communicate with the inside or
the outside of the company. It includes applying the internet to communicate with the
franchisees, applying the internet to promote and sell products and services and applying the
internet to convey information and training.
7. Financial support
Regarding the financial support, it mainly facilitates the entrepreneurs to start their

business for the capital. It includes access to cheaper capital and support of the loan.

Table 4 A list of initial scale items generated from literature reviews

Dimension Scale items

F1: Preparatory work 1 Explanations about disclosure documentation
2 Initial franchise fee
3 Royalties and other expenses
4 Law consultant
5 Restrictions on interior design and layout of the store
6 Site selection and evaluation
7 Initial training

F2: Logistic system 8 Establishment of bulk purchasing programs
9 Simple procedure of ordering supplies
10  Immediate and accurate respond to order
11 Flexibility to changes in order
12 Punctuality on delivery date
13 Reasonable return policies

F3: Communication 14  Offering legal/tax advice

and support 15  Regular franchisor on-site visit
16  Regular meetings with franchisor

F4: Business assistance 17  Facilitating research and development



18  Facilitating the establishment of customer data base
19  Helping to recruit competent employees
20  Providing managerial experience
21  Existed system of operation
22 Providing training and support
23 Franchisor’s managerial concept
24 Facilitating technique and management
25  Establishing standardized operation procedure and
service quality control
26  Equipment/facilities maintenance
F5: Brand and 27  Establishment of trademark
marketing 28  Owning a robust brand
29  Facilitating advertisement and promotion
F6: Internet application 30  Applying the internet to communicate with the
franchisees
31  Applying the internet to promote and sell products and
services
32 Applying the internet to convey information and training
F7: Financial support 33 Access to cheaper capital

34 Supporting the loan

3.2. Purifying measures

Based on the literature review and the in-depth interviews, we identified 34 franchisors’
supports that are proposed by previous research and practiced in Taiwan. We checked the
content validity of these items to assess the degree to which the elements of our measurement
scale were relevant to and representative of the targeted constructs (Haynes et al., 1995).

We interviewed a total of 2 franchisees, 2 franchisors of foodservice industry and 3
academic experts individually. The restaurant franchisees were first asked how they are
satisfied with the 34 supports in their restaurants. They were then asked to examine the items
for their content validity. The modification, deletion or retaining of any item was getting an
agreement among at least four or more interviewees. We also asked the franchisees and
experts to edit and comment on the items to enhance their clarity and readability in Chinese,
thereby allowing for the statements in the proposed scale to be enhanced. Based on the
interviewees’ suggestions, “law consultant” could be eliminated from the dimension of
“preparatory work”, “equipment/facilities maintenance” could be excluded since it was
involved in “facilitating technique and management”. And, the meaning of “establishment of

trademark” is included in “owning a robust brand”. Additionally, the interviewees suggested



that the dimension of “brand and marketing” is a way for supporting the business and
operation; therefore, the items of “brand and marketing” could be categorized into “business
assistance”. According to the assessments carried out by the interviewees, the number of
items was reduced to 31. The updated list shown in table 5 represents the supports provided

by franchisors of franchised restaurants in Taiwan.

Table 5 A list of scale items based on the literature review and in-depth interviews.

Dimension Scale items

F1: Preparatory work 1 Explanations about disclosure documentation
2 Initial franchise fee
3 Royalties and other expenses
4 Restrictions on interior design and layout of the store
5 Site selection and evaluation
6 Initial training

F2 : Logistics system 7 Establishment of bulk purchasing programs
8 Simple procedure of ordering supplies
9 Immediate and accurate respond to order
10 Flexibility to changes in order
11 Punctuality on delivery date
12 Reasonable return policies

F3: Communication 13 Offering legal/tax advice

and support

14 Regular franchisor on-site visit
15  Regular meetings with franchisor
F4: Business assistance 16  Facilitating research and development
17  Facilitating advertisement and promotion
18  Facilitating the establishment of customer data base
19  Helping to recruit competent employees #
20  Providing managerial experience
21 Owning a robust brand
22 Existed system of operation
23 Providing training and support
24 Franchisor’s managerial concept
25  Facilitating technique and management

26  Establishing standardized operation procedure and

service quality control



F7: Financial support 27  Access to cheaper capital
28  Support of the loan
F6: Internet application 29  Applying the internet to communicate with the
franchisees
30  Applying the internet to promote and sell products and
services

31  Applying the internet to convey information and training

3.3. Collecting data
3.3.1. Questionnaire design and sampling

In this research, in order to collect data, we employed questionnaire survey by taking
franchisees of foodservice industry in Taiwan as the objects. The items of the questionnaire
generated by the literature review and the in-depth interviews were then developed into
statements before conducting a pre-test and a subsequent survey. In the pre-test, the first draft
of the questionnaire was administered on thirty franchisees, as a result of which minor
adjustments were made to the questions. Regarding the questionnaire design, in the first part,
this study examines franchisees’ perceptions of their franchisors’ support, using a seven-point
Likert-type scale (1= “strongly disagree” to 7= “strongly agree”). In the second part, the
franchisees’ information was investigated including gender, age, marital status and
educational level; besides, some relative information such as the experience of being a
franchisee and working in foodservice industry was surveyed.

The population of this research was based on the statistics of 2010 Taiwan Chain Store
Almanac (Taiwan Chain Stores and Franchise Association, 2010). There are 425 franchised
foodservice industries including 20,331 stores totally (table 1). Based on this name list,
purposive sampling was used to distribute the questionnaires to the franchisees of foodservice
industry. Owing to its difficulty to access the franchisees, in order to increase the number of
participants, the snowball sampling was utilized to collect data through the connection of

participated franchisees.

3.3.2. Respondents’ profile

A total of 331 valid questionnaires were collected. Of the 331 respondents, 62.8% were
male and 37.2% were female, with the main age group represented being 31-40. Most of the
respondents were married (69.5%), and with the educational level of senior high school
(54.1%) and college/university (31.1%). A majority of the respondents were “working in
foodservice industry for the first time (81.9%)”, and “being a franchisee for the first time
(86.7%)”. The category of the respondents included fast-food restaurants (26.0%), coffee
shops (14.5%), full-service restaurants (23.9%) and casual drink shops (35.6%) (please refer

to table 6). Descriptive statistics was also applied to analyze the means and standardized



deviation of 31 scale items (please refer to table 7).

Table 6  Respondents’ profile (n=331)
Variables % Variables %
Gender Graduated school or higher 2.1
Male 62.8 Operating foodservice industry
for the 1*' time
Female 37.2 Yes 81.9
Age No 18.1
<=20 years old 0.3 Being a franchisee for the 1%
time
21-30 years old 20.5 Yes 86.7
31-40 years old 49.5 No 13.3
41-50 years old 26.9 If not for the 1* time
51-60 years old 2.4 2" time 10.0
>61 years old 0.3 3" time 2.4
Marital status 4™ time 0.6
Single 30.5 If ever being a franchisee in
foodservice industry
Married, on kids 18.7 Yes 9.7
Married, with kids younger 29.3 No 33
than 12
Married, with kids elder than 21.5 The category of foodservice
12 industry
Educational level Fast food restaurants 26.0
Primary school 33 Coftee shops 14.5
Junior high school 9.4 Full-Service restaurants 23.9
Senior school 54.1 Casual drink shops 35.6
College/university 31.1
Table 7  Mean ratings of franchisees’ satisfaction on franchisors’ support
Items Mean S.D.
1 Explanations about disclosure documentation 4.93 1.08
2 Initial franchise fee 4.90 1.08
3 Royalties and other expenses 4.94 1.14
4  Restrictions on interior design and layout of the store 5.08 1.03
5 Site selection and evaluation 5.07 1.12



6 Initial training 5.11 1.16
7  Establishment of bulk purchasing programs 4.83 1.13
8  Simple procedure of ordering supplies 5.05 1.12
9 Immediate and accurate respond to order 4.99 1.10
10 Flexibility to changes in order 4.97 1.10
11 Punctuality on delivery date 5.04 1.13
12 Reasonable return policies 4.96 1.14
13 Offering legal/tax advice 4.67 1.06
14 Regular franchisor on-site visit 4.72 1.08
15 Regular meetings with franchisor 4.76 1.11
16 Facilitating research and development 4.65 1.03
17 Facilitating advertisement and promotion 4.79 1.05
18 Facilitating the establishment of customer data base 4.71 1.12
19 Helping to recruit competent employees 4.71 1.14
20 Providing managerial experience 4.77 1.19
21 Owning a robust brand 5.06 1.02
22 Existed system of operation 4.92 1.13
23 Providing training and support 4.87 1.14
24 Franchisor’s managerial concept 4.82 1.17
25 Facilitating technique and management 4.92 1.09
26 Establishing standardized operation procedure and service 4.83 1.14
quality control
27 Access to cheaper capital 4.49 1.26
28 Support of the loan 4.48 1.25
29 Applying the internet to communicate with the 4.59 1.14
franchisees
30 Applying the internet to promote and sell products and 4.60 1.17
services
31 Applying the internet to convey information and training 4.52 1.14

3.4. Assessing the reliability and validity of the proposed measurement scale

Factor analysis is used as an exploratory technique to summarize the structure of a set of
variables (Field, 2005). Exploratory factor analysis (EFA) was first used to specify the
relationships of the observed indicators to their posited underlying. The Varimax rotation

method was used for EFA as it is the most common rotation method (Coakes & Steed, 2001).



The minimum eigenvalue of 1.0 criterion and Cattell’s (1996) scree plot were also used for
factor extraction.

The 31 items were factor-analyzed and five dimensions were identified after a series of
EFA (please refer to table 8). The five dimensions were labeled as:

Factor 1 (F1): Logistics system

Factor 2 (F2): Preparatory work

Factor 3 (F3): Operational support

Factor 4 (F4): Marketing and financial management

Factor 5 (F5): Internet application

As the item loadings were higher than 0.40, the 31 items were retained (Hair et al.,
2002), generating five meaningful dimensions of franchisors’ supports. The Barlett test of
sphericity was significant and the Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy
was 0.80, indicating that the patterns of correlations were relatively compact and that factor
analysis should generate distinct and reliable factors (Field, 2005). Cronbach’s a, the most
common measure of scale reliability, ranged from 0.89 to 0.91 which exceeded the minimum
standard for reliability (0.7). We therefore concluded that the items comprising the five
dimensions were internally consistent and stable and together from a reliable scale.

The proposed measurement model was then tested using confirmatory factor analysis
(CFA), as CFA complements the traditional scale development procedures not only by
providing an alternative measure of internal consistency, but also by assessing the external
consistency of the scale items (Sethi & King, 1994). The Amos software package was used to
test the 31 measurement scale items with five factor structures. The goodness-of-fit indicies
(RMSEA = 0.00, CFI = 1.00, NFI = 0.99) indicated that the proposed measurement model had
good fit (please refer to table 9). The average variance extracted (AVE) reflects the overall
amount of variance in the indicators accounted for by the latent construct. Higher variance
extracted values occur when the indicators are truly representative of the latent construct. As
shown in table 10, all of the AVE values were higher than 0.5, suggesting that the indicators
were truly representatives of the construct. Furthermore, the AVE value for each construct
was higher than the squared correlation coefficients for the corresponding inter-constructs,
thereby confirming their discriminate validity (Fornell & Larcker, 1981). The measurement

scale developed was thus valid.

Table 8 Results of exploratory factor analysis

Factor loading

Items and dimensions o
F1 F2 F3 F4 F5

F1: Logistics system 0.91




Punctuality on delivery
date
Immediate and accurate
respond to order
Simple procedure of
ordering supplies
Flexibility to changes in
order
Reasonable return
policies
Establishment of bulk

purchasing programs

Offering legal/tax advice
F2: Preparatory work

Explanations about
disclosure
documentation

Initial franchise fee

Royalties and other
expenses

Restrictions on interior
design and layout of
the store

Site selection and
evaluation

Initial training

F3: Operational

support

Providing training and
support

Existed system of
operation

Facilitating technique
and management

Establishing

0.77

0.75

0.73

0.69

0.68

0.57

0.52

0.77

0.77

0.76

0.69

0.68

0.61

0.74

0.70

0.66

0.66

0.90

0.91




standardized
operation procedure
and service quality
control

Franchisor’s managerial
concept

Owning a robust brand

F4: Marketing and
financial
management

Facilitating the
establishment of
customer data base

Helping to recruit
competent employees

Facilitating
advertisement and
promotion

Regular meetings with
franchisor

Providing managerial
experience

Facilitating research and
development

Regular franchisor
on-site visit

Support of the loan
Lower capital

F5: Internet
application

Applying the internet to
promote and sell
products and services

Applying the internet to
convey information

and training

0.63

0.63

0.74

0.73

0.66

0.61

0.58

0.57

0.48

0.44

0.43

0.79

0.77

0.91

0.89




Applying the internet to 0.76

communicate with the

franchisees
Explained variance (%) 15.61 14.32 14.11 13.82 9.83
Accumulated explained 15.61 29.93 43.04 57.86 67.69

variance (%)

KMO (the Kaiser-Meyer-Oklin measure of sampling adequacy): 0.95
Bartlett’s test of sphericity: 7622.68 , sig.: 0.00

Table 9  Goodness-of-fit

Indicators Criteria

xz test

v 6.39 p>0.05

¥/ d.f. 0.46(6.39/14) <3
Fit indices

GFI 0.99 >0.90

AGFI 0.98 >0.90

RFI 0.97 >0.90

NFI 0.98 >0.90

TLI 1.02 >0.90
Alternative indices

CFI 1.00 =0.95

RMSEA 0 <0.08

RMR 0.02 <0.05

Table 10 Correlations (squared correlation), reliability, AVE, and mean

Logistics Preparatory ~ Operational Marketing Internet
system work support and financial  application
management

Logistics 1

system
Preparatory  0.67** 1
work
Operational ~ 0.74%* 0.58%* 1
support
Marketing ~ 0.81%* 0.63%* 0.80%** 1

and financial



management

Internet 0.34%* 0.29%%* 0.32%%* 0.42%%* 1
application
Reliability 0.91 0.89 0.91 0.91 0.88
AVE 0.59 0.59 0.63 0.54 0.80
Mean 4.93 5.01 491 4.68 4.57
Std. Dev. 0.90 0.90 0.93 0.87 1.04

4. Conclusion and suggestions

In this research, we tried to develop a measurement scale for franchisors’ quality for
foodservice industry following the scale development procedure (see Fig. 1). A total of 31
items were identified and their reliability and validity were tested. All alpha coefficients for
the data exceeded the minimum standard for reliability, suggesting a high level of internal
consistency for each construct. Both convergent validity and discriminate validity were
satisfactory, suggesting that all measurement items closely represent conceptually meaningful
constructs. Our findings show that the proposed measurement scale for franchisors’ quality is
reliable and valid. The results of this study may provide both theoretical and practical
implications.

Theoretically, this study provides a comprehensive view of franchisors’ supports for the
franchisees and develops a measurement scale of franchisors’ quality of foodservice industry
in Taiwan. Since it’s an important and prosperously developing market, given the scarcity of
relevant information on franchisors’ quality, the measurement developed in this research will
be a base for future studies. Moreover, the findings of this research will also be as a reference
for researches relating to franchising management and development. Franchising is an
important organizational type and becomes an important feature of modern economy (Combs,
Michael, & Castrogiovanni, 2004). Therefore, it’s important to explore franchisors’ quality in
enhancing franchisees’ operation and management. This study may help to stimulate further
empirical research on the relationship between franchisors’ quality and franchisees’
performance and customers’ perception. Hence, the clearly defined construct and resulting
scale in this study will provide useful reference for future researchers’ investigation on this
important issue of franchising management.

Practically, the findings of this research provide sufficient information to franchisors and
franchisees on franchising management. Given the prosperous development of franchised
foodservice industry in Taiwan, franchisors’ quality should be an important issue in
franchising management. For franchisees, an application of the scale can provide them with
detailed information on franchisors’ support to their need and expectation. Furthermore, many

food and beverage companies have launched franchising system in Taiwan and compete with



each other in the market. The development of a valid and reliable tool of franchisors’ quality
can assist both franchisors and franchisees to better understand the content of this mutual
beneficial relationship and to develop effective strategies to promote the quality of
franchising system.

In the five dimensions identified, based on the means of the factors, preparatory work was
shown to be the most satisfied franchisors’ support by franchisees, followed by logistics
system, operational support, marketing and financial management and internet application.
The findings are consistent with the viewpoints of agency theory which explained the
existence of franchising (Fama & Jensen, 1983; Matheson & Winter, 1985; Brickley & Dark,
1987; Lafontaine, 1992). The franchisees expected to start a business with the supports
provided by franchisors. The importance of preparatory work was examined in this research.

To review the research by (Roh et al., 2007), except for pre-opening support (the same
meaning as preparatory work), Central purchasing was involved in logistics system dimension
in this research. Trough franchising, the franchisees can reduce the work load regarding
purchasing, supplier selection and inventory control, and so on. Business assistance,
operational support in this research, is a main factor affecting franchising system. Even
though with a good preparatory work, the continuing assistance is also imperative to the
relationship of franchisors and franchisees. The advantages of franchising for both sides could
be displayed. Additionally, franchisors’ concept of marketing and financial management
should be conveyed by keeping communication with franchisees.

The findings of this research provide sufficient information to restaurant franchising
operators and the headquarters of franchising enterprise. Given the rapid development of the
franchised foodservice industries in Taiwan, franchisors’ quality should be an important issue
in strategic franchising management. Hopefully, this research provides an efficient tool and

start to more in-depth exploration in the future.

References

Taiwan Chain Stores and Franchise Association (2010). Taiwan Chain Store Almanac 2010.
Taipei: Taiwan Chain Stores and Franchise Association.

Aliouche, E. H., & Schlentrich, U. (2009). Does franchising create value? An analysis of the
financial performance of US public restaurant firms. International Journal of Hospitality
& Tourism Administration, 10, 93-108.

Anderson, J. C., & Gerbing, D.W. (1988). Structural equation modeling in practice: A review
and recommended two-step approach. Psychological Bulletin, 103, 411-423.

Brickley, J., & Dark, F. (1987). The choice of organizational form: The case of franchising.
Journal of Financial Economics, 18, 401-420.

Carney, M., & Gedajlovic, E. (1991). Vertical integration in franchise systems: Agency theory
and resources explanations. Strategic Management Journal, 12, 607—-629.



Caves, R., & Murphy, W. (1976). Franchising: Firms, markets and intangible assets. Southern
Economic Journal, 42, 572—-586.

Cedrola, E., & Memmo, S. (2009). Internet for franchising: Current use and areas of
improvement- Results of an empirical research. Journal of Euromarketing, 18, 5-21.
Churchill Jr., GA. (1979). A paradigm for developing better measures of marketing constructs.

Journal of Marketing Research, 16 (1), 64—73.
Claver-Cortes, E., Molina-Azorin, J. and Pereira-Molina, J. (2007). The impact of strategic
behaviors on hotel performance. International Journal of Contemporary Hospitality
Management, 19 (1), 6-20.
Combs, J. G. & Ketchen Jr., D. J. (2003). Why do firms use franchising as an entrepreneurial
strategy? : A meta-analysis. Journal of Management, 29(3), 443-465.
Combs, J. G, Michael, S. C., & Castrogiovanni, G. J. (2004). Franchising: A review and
avenues to greater theoretical diversity. Journal of Management, 30(6), 907-931.
Combs, J. (2008). Using cases to discover theory: The case of the Poland-Based restaurant
operator. Cornell Hospitality Quarterly, 49 (4), 450-453.
Das, T. K., & Teng, B. (1998). Between trust and control: Developing confidence in partner
cooperation in alliances. Academy of Management Review, 23 (3): 491-512.
Eisenhardt, K. M. (1985). Control: Organisational and economic approaches. Management
Science, 31(2), 134-149.
Falbe, C.M., & Dandridge, T.C. (1992). Franchising as a strategic partnership: Issues of
co-operation and conflict in a global Market. International Small Business Journal, 10
(3), 40-51.
Fama, E. F., & Jensen, M. C. (1983). Agency problems and residual claims. Journal of Law
and Economics, 26, 327-350.
Hoover, V. L., Ketchen Jr.,, D. J., & Combs, J. G. (2003). Why restaurant firms franchise: An
analysis of two possible explanations. Cornell Hotel and Restaurant Administration
Quarterly, 44(1), 9-16.
Hua, N., & Templeton, A. (2010). Forces driving the growth of the restaurant industry in the
USA. International Journal of Contemporary Hospitality Management, 22 (1), 56-68.
Katz, B. G, & Owen, J. (1992). On the existence of franchise contracts and some of their
implications. International Journal of Industrial Organization, 10(4), 567-593.
Keeling, J. M. (2001). Brands have the financing edge. Hotel and Motel Management, 216 (8),
26.
Ketchen Jr., D. J., Combs, J. G, & Upson, J. W. (2006). When does franchising help
restaurant chain performance. Cornell Hotel and Restaurant Administration Quarterly,
47(1), 14-26.

Khan, M. A. (1999). Restaurant franchising. U.S.: John Wiley & Sons Inc.

Kim, H.-B., & Kim, W.G. (2005). The relationship between equity and firms’ performance in



luxury hotels and chain restaurants. Tourism Management, 26, 549-560.

Kim, W. G, & Kim, H.-B. (2004). Measuring customer-based restaurant brand equity. Cornell
Hotel and Restaurant Administration Quarterly, 45 (2), 115-131.

Klonowski, D., Power, J. L., & Linton, D. (2008). The development of franchise operations in
emerging markets. Cornell Hospitality Quarterly, 49 (4), 436-449.

Kong, H., Cheung, C., & Song, H. (2011). Hotel career management in China: Developing a
measurement scale. International Journal of Hospitality Management, 30, 112-118.

Lafontaine, F. (1992). Agency theory and franchising: Some empirical results. Rand Journal
of Economics, 23, 263-283.

Lee, K. (2008). Issues for international franchising: Lessons from the case of a Poland-Based
restaurant operator. Cornell Hospitality Quarterly, 49(4), 454-457.

Lee, K., Khan, M. A., & Ko, J.-Y. (2008). Outback steakhouse in Korea: A success story.
Cornell Hospitality Quarterly, 49 (1), 62-72.

Lewis, B. R., Templeton, G. F., & Byrd, T. A. (2005). A methodology for construct
development in MIS research. European Journal of Information System, 14, 388-400.

Matheson, G., & Winter, R. (1985). The economics of franchise contracts. Journal of Law and
Political Economy, 28, 503-526.

Miller, B. (2008). Using a modular system approach to international franchising: Analyzing
the case study of a Poland-Based restaurant operator. Cornell Hospitality Quarterly,
49(4), 458-462.

Netemeyer, R.G.., Bearden, W.O., & Sharma, S. (2003). Scaling Procedures: Issues and
Applications. London: Sage.

Norton, S. (1988). An empirical look at franchising as an organizational form. Journal of
Business, 61, 197-218.

Oxenfeldt, A. R., & Kelly, A. O. (1968). Will successful systems ultimately become
wholly-owned chains? Journal of Retailing, 44(49), 69-83.

Preble, J.F. (1992). Global expansion: the case of US fast-food franchisors. Journal of Global
Marketing, 6 (1/2), 185-205.

Roh, Y. S. (2002). Size, growth rate and risk sharing as the determinants of propensity to
franchise in chain restaurants. International Journal of Hospitality Management, 21(1),
43-56.

Roh, E. Y., & Choi, K. (2010). Efficiency comparison of multiple brands within the same
franchise: Data envelopment analysis approach. International Journal of Hospitality
Management, 29, 92-98

Roh, E. Y., & Yoon, J.-H. (2007). Franchisor’s ongoing support and franchisee’s satisfaction:
a case of ice cream franchising in Korea. International Journal of Contemporary
Hospitality Management, 21 (1), 85-99.

Shane, S. A. (1996). Hybrid organizational arrangements and their implications for firm



growth and survival: A study of new franchisors. Academy of Management Journal, 39,
216-234.

Vazquez, L. (2008). The choice of control devices in franchise chains. The Service Industries
Journal, 28 (9), 1277-1291.

Vazquez, L. (2009). How passive ownership restrictions affect the rate of franchise failure.
The Service Industries Journal, 29 (6), 847-859.

http://www.tcfa.org.tw/

http://www.franchise.org.tw/home.php

http://book.moeasmea.gov.tw/book/doc_detail.jsp?pub_SerialNo=2011A01070&click=2011
A01070#

Small and Medium Enterprise Administration, Ministry of Economic Affairs R.O.C.

http://www.moeasmea.gov.tw/mp.asp?mp=2

http://2k3dmz2.moea.gov.tw/gnweb/Investigate/wFrmInvestigate.aspx?id=INVESTIGATE 1
2



