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(ABSTRACT)

The growth of franchising has been an important trend in the hospitality industry,
since it was introduced into the restaurant sector by Howard Johnsons in the 1930s. In
recent years, because of intense competition quick service restaurants have experienced
significant external and internal pressures. Such pressures have caused disputes and
abuses of the system and have affected external suppliers, customers, and suppliers, as
well as franchisees within the franchise system. Because the franchisor-franchisee
relationship has yet to be fully explored, knowledge of the factors that produce a high-
quality relationship between franchisor and franchisee are critical to the advancement of
knowledge in the hospitality industry.

Leader-Member Exchange (LMX) theory is offered of an effective theoretical
model of antecedents that can predict the effectiveness the franchisor-franchisee
relationship. This study presents a model based on a subset of the Leader-Member
Exchange theory.

Using the survey responses of franchisees in the restaurant industry, this study
identifies the key factor that affect the franchisee’s commitment, the franchisee’s
satisfaction with purchasing or operating franchise outlets, the effects of the franchisor’s
brand name on the quality of the relationship, the franchisee’s perception of the
franchisor’s support, the franchisee’s motivation to become a franchisee, and the
franchisee’s performance.

The results of this study generally support the hypothesized model and provide
strong support for the idea that the quality of the relationship between franchisee and
franchisor plays a role in ensuring that the contractual relationship will lead to franchisee
job satisfaction and financial success for both. The proposed model provides franchisors
with valuable information for establishing an effective management strategy to improve
the relationship between franchisor and franchisee and thus improve the rate of success of
both franchisor and franchisee. Similarly, the model can assist both the franchisor and
franchisee in understanding their policies in strategic terms and in integrating their
different activities to provide the firm with the quality relationship required for
maintaining advantage.
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