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(ABSTRACT)

The purpose of this study is to investigate franchisee turnover practice and

empirically test the relationship between franchisee satisfaction and turnover behavior.

A total of 402 franchisees of a quick service franchise system were surveyed by using
two sets of structured questionnaires. Sixty-seven current and 24 terminated franchisee
participated in the study, yielding a response rate of 29.8%. Based on the objective and

research questions, two hypotheses were established and tested.

The testing of the hypotheses indicated a significant difference between the
satisfaction of terminated and current franchisees on service support, social interaction,
and general satisfaction. Also, there is a relationship between franchisee’s satisfaction
and his or her future intention. Through factor analysis two critical factors were
identified closely related to the satisfaction and future intention of current and

terminated franchisees.



ACKNOWLEDGEMENTS

This thesis is dedicated to my dear parents, Helen and Hua-Ku Chiu. My father,
an honest and passionate guidance, has always reminded me that true power always
comes from knowledge. My mother, a kind and strong person, has supported me with

her simple but deep wisdom of life. I am just so proud and lucky to be their daughter.

I am deeply indebted to Dr. Mahmood A. Khan for being a patient and inspiring
teacher and chairman. I am grateful for his guidance and faith in me that encouraged

me throughout my graduate work.

I would like to express my gratitude to Dr. Suzanne K. Murrmann and Dr. James

R. Brown for their valuable advice and support, and as members of my thesis comumittee.

Special thanks goes to Dr. Michael Olsen for giving me the chance to be here in
the first place. I would also like to thank those that gave me their hands when I needed

them and helped my stay in the United States an unforgettable experience.

Finally, Iwould like to thank my beloved husband, Men-chou Liu. Without his

love, patience, and total faith in me, [ wouldn’t have made it through.

iii



TABLE OF CONTENTS

ACKNOWLEDGEMENTS ...ttt cen s i sees iii
CHAPTER ONE INTRODUCTION ...t 1
BACKGROUND ..ottt ssscsss s cas s s s s sssssesse s sanssnsssens 2
PROBLEM STATEMENT ...ttt scneassn e 3
THEORETICAL UNDERPINNINGS .......coooviiticccececee e 6
Human Resource Perspective.............oooeoiiiiiiie, 6
Consumer Marketing Perspective............ccccoeuriciinrcnicninccccciccccnnes 7
Channel of Distribution Perspective............cccccoouvininriicivccncniniincnncnnens 8
PURPOSE AND OBJECTIVES. ...t ssesssnessseaes 9
OVERVIEW OF RESEARCH DESIGN ... 10
Variables ... 10
SAMPIE ... 11
CONTRIBUTIONS OF THE STUDY ..ottt 12
SUMMARY ..ottt st sr s 12
CHAPTER TWO LITERATUREREVIEW. ..ot 14
THE NATURE OF FRANCHISING ..ot 15
Overview of Franchising .........cccoervnnncniinninccneereeeccinece. 15
Franchise Regulation ... 16
Franchise Relationship Regulation .............ccccoeicmnencmneniccccnnuececnnuecnenens 18
FRANCHISOR AND FRANCHISEE RELATIONSHIP ........cccovveveieeieecicieeene 20

v



Definition Of TUIMOVET .......co.ccoiiiicccicee ettt 25
SATISFACTION ...ttt sscs sttt sas s et ns 27
Human Resource Perspective - Job Satisfaction ..............ccoveevnninnnnnn. 27
Consumer Marketing Perspective - Consumer Satisfaction...................... 29

Channel of Distribution Perspective - Channel Member Satisfaction .... 30

FRANCHISEE SATISFACTION AND FRANCHISEE TURNOVER.................... 33
SUMMARY ..ottt st saa sttt s s 34
CHAPTER THREE METHODOLOGY ... 35
RESEARCH QUESTIONS ..ottt s 36
OPERATIONAL DEFINITIONS AND MEASUREMENT ........cccooiiiiiiiiinne 36
Dependent Variable -- Franchisee Turnover ..........cccccovecevcinencncenenncne. 36
Independent Variable -- Franchisee Satisfaction ..........ccc.cccocecuviecincenenss 37
RESEARCH DESIGN ...ttt tsteetee s e et es e ses e seneenen 40
Sample Selection ..ottt e 41

Data Collection Method .........cccocviirrneintiiiinsecctnee e 43
SURVEY INSTRUMENT ..ottt ee 43
Questionnaire A : For Terminated Franchisees.............c.ccocevevivvenneenne. 44
Questionnaire B: For Current Franchisees ............cccoeeeevvvvvevveeveeeeeveennn. 49
RESEARCH HYPOTHESES ......cooioeecenceceieetce e evenes e e 51
HYPOhESIS L.t eenn e seeeetc e e esessenens 51
HyPOothesis IT ...t sres s sees e 51
RESEARCH PROCEDURE .......o.ccooiiiuiiireneiceieniece e ee s sseesesises s sesaenesnsenns 52
Descriptive ANAlysis ..ot 52

Factor ANalysis..........cociiiiiiciiccsncc e 52



Hypotheses TeSHING ......cc.cccuimiiicmriiiicceiccrcs s cenas 53

SUMMARY ..ottt ettt s se ettt sttt st es e se et e etneseneanesene e 53
CHAPTER FOUR  RESULTS. ...ttt ee e seeeene 54
RESPONSE RATE .......ocootiiiieeiicncniicnieitetsse s ssse s scsesssssssestsessasssseesesenes 55
DEMOGRAPHICS OF RESPONDENTS. ........cooiieeretiicriccnencs st 57
Gender and Age of Respondents ..ot 57
Education Level of Respondents...........cccccovconiniiinincnincnnicnicincicneen 57
Years of Business and Franchising Experiences of Respondents ............ 61
DESCRIPTIVE ANALYSES ..ottt casse s 64
General Information ..........ccoccoviiiiniicien e 64
1. Types of Operation.............ccoeveiininniincceiireens 64
2. Number of UNits ..o eeseeeenens 66
3. Years With The Franchise System ...........ccccoeennmnicecncnnncncnnn 66
4. Future Plan For the Next Five Years.........cocccoevennencvcneenennnen, 69
5. Terminated Units ........c.oc.cooiiiivmininiiiiiceieccrceieiccre e 69
6. Termination Situation ..., 72
7. Reasons for Termination ...........cccooveevceimiciccnnninecnneeieeeneeee 72
8. Units after termination........c...cccoeccveivcciiiicicniceneccececrecee 72
9. Fairness of Termination Process .........ccccccoeevecninnennccivecncnn. 76
Satisfaction INfOrmMation .........c.cieuecerercecneecneecncrreciee e 78
FACTOR ANALYSIS ...ttt sttt eree et e se st s ton et s es s 109
HYPOTHESES TESTING ..ot csen et senesce e 112
HYPORESIS L.ttt s 112
1. Contractual Arrangement............cccocvciiiiiciininiiicccniniccienne 115
2. 5€TVICe SUPPOTL ...ttt 116



B REOWAIAS .ottt et ee et s cessstanateseeesensennneasseesenns 117

4. Social Interaction ..........ccccceeeiiiiccie e 118

5. General Satisfaction...........ccccouiiniinincininncccs 119

6. Total Satisfaction Mean Score.........cccooimenniiiiinicnrceecne 120

7. Factor 1 - Intangible Relationship .........ccocovnieciicnninne, 121

8. Factor 2 - Tangible Relationship.........c.cccocnciiriecncninincccnenn. 121

Hypothesis IL.......c.ooiicnicti s sassasseese e es 122

1. Contractual Arrangement ...........cooouoevreiieiniiiiee, 125

2. 5ervice SUPPOT......c.ooveiiieieieetee e 125

3. ReWArdS ...ttt 126

4. Social Interaction ..o 127

5. General Satisfaction...........cccccvemiciiieiiciiciiceiccc e 127

6. Total Satisfaction Mean Score..........cccccocovvrvimninnininicncnnninnee 128

7. Factor 1 - Intangible Relationship .........cccccoouoceceiiicvccnininnccnnns 128

8. Factor 2 - Tangible Relationship..........c.ccecrvcevermeeecrcennncecernccnnn. 129

SUMMARY ..ottt e b 129
CHAPTER FIVE DISCUSSION AND CONCLUSION ... 131
OVERVIEW OF RESULTS ..ottt saenes 132
DISCUSSION. ...ttt ese st 134
LIMITATIONS OF THE RESEARCH ..ot 135
RECOMMENDATION TO THE FRANCHISOR AND INDUSTRY ................... 137
RECOMMENDATIONS FOR FUTURE RESEARCH...........ccccceurininiricincnicnnna, 138
SUMMARY ...ttt s ene e st e 140
BIBLIOGRAPHY ...ttt st sssesesne e 141



APPENDICES ...ttt s a e 145

Appendix A: Cover Letter for Terminated Franchisees...........ccccocoevvevernecruccucnncs 146
Appendix B: Cover Letter for Current Franchisees.............cccooecuvniiicnicncnncnc, 148
Appendix C: Questionnaire for Terminated Franchisees ...........ccccccccoeueieccuennene. 150
Appendix D: Questionnaire for Current Franchisees............ccccoccoocccuiiininnnas 154
VIT A s bbb 158



LIST OF ILLUSTRATIONS

Figure 1. Overview of the Consumer’s Post-Dissatisfaction Alternatives .................... 31

Figure 1. Overview of Research Design



Table 1.
Table 2.
Table 3.
Table 4.
Table 5.
Table 6.

Table 7.

Table 8.

Table 9.

Table 10.

Table 11.

Table 12

Table 13.

Table 14.

Table 15.

Table 16.
Table 17.

LIST OF TABLES

1988 Franchise Renewals and Termination ..........ccccocvveieenciiccinieneniecnienne, 5

Response Rate from Current and Terminated Franchisees .............ccccc.c.... 56
Number and Percentage of Respondents Gender ............ccocooovniininnnnnne. 58
Number and Percentage of Respondents Age ..o 59
Number and Percentage of Respondents Education Level ............................ 60

Number and Percentage of Respondents Years of
Business EXPeriences ...t 62

Number and Percentage of Respondents Years of

Franchising EXPEIiNCes.........ccccoeuvioueimrureecreeieneeneieienesesese s sscsstsesessesesseneans 63
Number and Percentage of Types of Operation .................c.......... B 65
- Number and Percentage of Currently Operating Units.........cccccoeviinnene. 67
Number and Percentage of Years With the Franchise System........................ 68
2 X 3 Contingency Table of Years With the Franchise System ....................... 68
Number and Percentage of Future Plan for the Next Five Years................... 70

Number and Percentage of Terminated Units

by Terminated Franchisees ...........cccccouvveirnineccniciniccnccne e 71
Number and Percentage of Termination Situation

by Terminated FranchiSees ...........ccovcouvccnmneiniccneeccnerecnsceeenceseeecens 73

Number and Percentage of Termination Reasons

by Terminated Franchisee ...........cccoccmmecomcicenennenceeencne e 74
Number and Percentage of Terminated Units After Termination................. 75
Number and Percentage of Fairness of Termination Process.............c..ccco.c... 77



Table 18.
Table 19.
Table 20.
Table 21.
Table 22.
Table 23.
Table 24.
Table 25.
Table 26.
Table 27.
Table 28.
Table 29.
Table 30.
Table 31.
Table 32.
Table 33.
Table 34.
Table 35.
Table 36.
Table 37.
Table 38.
Table 39.
Table 40.
Table 41.
Table 42.

Number and Percentage of Satisfaction Information -Q1 ..........ccooeinnnnnee 79

Number and Percentage of Satisfaction Information -Q2 ..o 80
Number and Percentage of Satisfaction Information -Q3............ccceenneen. 81
Number and Percentage of Satisfaction Information -Q4............ccoeeennne. 82
Number and Percentage of Satisfaction Information -Q5.............cccooeeee. 83
Number and Percentage of Satisfaction Information -Q6..............cccccceeeeeee. 84
Number and Percentage of Satisfaction Information -Q7 ............ccceeuveeenee. 85
Number and Percentage of Satisfaction Information -Q8...........cccccceeeeuece. 86
Number and Percentage of Satisfaction Information -Q9..............cccccececuee. 87
Number and Percentage of Satisfaction Information -Q10 ..........c..ccccoueeee 88
Number and Percentage of Satisfaction Information -Q11 ...........ccccccceuecee. 89
Number and Percentage of Satisfaction Information -Q12................c.ccc.c.. 90
Number and Percentage of Satisfaction Information -Q13............................. 91
Number and Percentage of Satisfaction Information -Q14 ...............cc.cc......... 92
Number and Percentage of Satisfaction Information -Q15............cccccoeenceee. 93
Number and Percentage of Satisfaction Information -Q16...............c.cc...... 94
Number and Percentage of Satisfaction Information -Q17 ...........ccccoccovueeeucne 95
Number and Percentage of Satisfaction Information -QI8.............cc.cceccuceeee. 96
Number and Percentage of Satisfaction Information -Q19.........ccccoencuenneeee. 97
Number and Percentage of Satisfaction Information -Q20............ccccccc.c....... 98
Number and Percentage of Satisfaction Information -Q21 ............cccccceveuenees 99
Number and Percentage of Satisfaction Information -Q22 ..................ccocce.e. 100
Number and Percentage of Satisfaction Information -Q23...........cccceoeeeee. 101
Number and Percentage of Satisfaction Information -Q24 ............................. 102
Number and Percentage of Satisfaction Information -Q25............c.cccecnnecnee. 103



Table 43.
Table 44.
Table 45.

Table 46.
Table 47.

Table 48

Table 49.

Number and Percentage of Satisfaction Information -Q26 .............ccccc.u...... 104
Number and Percentage of Satisfaction Information -Q27 ............................ 105

Current and Terminated Franchisees Responses to Satisfaction

Information --Mean Scores and Standard Deviation ............cccccooeevrievivnneee. 107
Oblique Solution Reference Structure-Orthotran/Varimax ...........ccocvueenecee. 110
Factor Loadings for Significant Factors ..o 111

Chi-square and t-Test on the Difference Between Current
and Terminated Franchisee’s Satisfaction ...........cccc.eciecvcuneinenininninenccrnnenn. 113
Chi-square and ANOVA Test Results on Franchisee’s Satisfaction

AN FULUTE INEENHON .ottt ceeeresses e e sts e s teestas s msessanesseneeesans 123



CHAPTER ONE

INTRODUCTION



BACKGROUND

It is hard to deny the fact that franchising contributed a great deal to the growth
of U. S. economy after World War II. The Future of Franchising (1985), a study
commissioned by the International Franchise Association and conducted by the Nasbitt
Group forecasted that franchise sales will account for half of all retail sales in the United
State by the year 2000. In 1990, sales of goods and services by all types of restaurant
franchising companies was estimated to have reached over $64 billion. The International
Franchise Association Franchising in the Economy 1989-1991 study projected that
franchising growth rate is expected to slow down due to market saturation, especially
for the large multi-unit chains. The franchising concept of running a business has
reached maturity stage as sales volume and number of outlet experience a slow down in
growth. Nevertheless, with a good track record of growth, franchising today is viewed
as an expansion and investment tool by both franchisors and franchisees. Both entities
have gained knowledge and experience; and have become more sophisticated especially

in their negotiation skills and power.

In recent years, quick service franchise companies have faced enormous pressure,
externally and internally because of the intense competition. In reaction to these
pressures, several operational changes were made which have an impact on external
suppliers, customers, competitors, as well as the franchisees within the franchise
systems. At the same time, they have strengthened their competitive position by
segmentation and expansion through mergers, acquisitions, selling more franchise
agreements, as well as finding untraditional distributive locations. The cost of staying

competitive, however, is high. To the franchisors, renovation, upgrading, and even



cancellations of obsolete units or markets are strategically inevitable. Often franchisees
are required to follow the system and swallow the cost. When these operational changes
take place, the relationship between franchisor and franchisee undergoes changes and

challenges.

During the past few years, many restaurant franchisor-franchisee disputes have
been reported. Legally, the franchisor and franchisee relationship is defined upon
commencement of the franchise contract. Legal problems occur when dispute cannot be
solved. Legal problems confronting franchising fall into three major categories: the
disclosure problem, the tying problem, and the termination problem (Diamond, 1969).
The Trade Regulation Rule of Federal Trade Commission and state franchise laws on
registration and disclosure seek to remedy the “disclosure problems,” and the “tying
problems” would fall under the rulings of antitrust law. Though “termination
problems” have been the focus of franchise relationship regulation addressed by each
state, Selden (1990) suggested that many need clearer and more up-to-date provisions to
reflect today’s changing franchise operating environment. However, problems exists

prior to any legal dispute.

PROBLEM STATEMENT

Today, in spite of increased awareness of potential pitfalls in franchising, it is not
unusual to see frictions occur among franchisors and franchisees, especially during
difficult times. At the end of the 1980s, many prominent franchise organizations have

unavoidably encountered these problems. These franchise organizations include



Kentucky Fried Chicken, Popeyes, TCBY, Shoney's Bar-B-Q, Burger King, Bonanza,
Pizza Hut, Little Caesar, and Arby's.l As the competitive business environment forces
franchisors to strengthen their operations, renovations and further investments are often
inevitable to the franchisees. Slackening sales and poorly operated units face
cancellation or termination. When franchise contracts expire, franchisees are often
forced to make a decision between more capital investment and non-renewal of the
contract. The root of these problems may deal with control and autonomy and mere
contract disagreement, but years of relationship may be destroyed through the franchise
termination or non-renewal process. Many ended up in courts resulting in suits and

counter-suits.

In 1988, of the 63,040 franchised restaurant units, 1,373 restaurant franchise
agreements weré up for renewal, 1,185 or 86.3% were approved by mutual agreement; of
the 188 not renewed, 77 were proposed by the franchisees, 39 by the franchisors, and 72
by mutual agreement. In addition, 630 contracts were terminated by the franchisors and
797 contracts terminated by the franchisees prior to the term date (Franchising in the
Economy 1988-1990). The report provided reasons for only 630 cases in which franchisor
terminated the contract: 324 cases were due to financial default, and 100 cases were due
to quality control violation. The remaining 206 had listed “other” as the reason (Table 1).
Still, there were 797 cases of termination by the franchisee which were left unexplained.
The non-renewed and terminated franchise agreements together accounted for 1,615

cases of ceased franchisor-franchisee relationships.

1 Fora thorough review, see “Franchising suddenly a tug-of-war,” in Nation's Restaurant News,
January 14, 1991.



Table 1. 1988 Franchise Renewals

Not renewed
Eligible for | Renewed | Not renewed | Not renewed | by mutual
Renewal by franchisor | by franchisee | agreement
Franchise | 57 1185 39 77 72
Renewals
1988 Franchise Terminations
Terminations Reasons for Termination by Franchisor
Quality
by by oonpayment | Control | Other
Franchisor | Franchisee » Violations
Terminations 630 797 324 100 206
Source: Franchising in the Economy 1988-1990




The end of franchisor and franchisee relationships have several implications at
both the individual and organizational level. The magnitude of potential threats of these
1,615 ceased contract agreements can be detrimental to the remaining franchise
operation as well as franchisor and franchisee relationships. It is possible for franchisor
to revive an average franchise system by getting rid of the poorly performed franchisee-
owned units. On the other hand, these cases could be warning signs signaling problems
within the system. The consequences, however, are yet to be explored. This study will

take an exploratory stance in pursuing a better understanding of this subject.

THEORETICAL UNDERPINNINGS

The theoretical underpinning takes the following three perspectives in examining

the franchisor-franchisee relationship:

Human Resource Perspective

Turnover has received enormous amount of attention by the behavioral, social,
and management researchers as well as personnel practitioners. The consequences of
turnover in an organization have implications at both the individual level and the
organizational level (Baysinger and Mobley, 1983; Mobley, 1982). Researchers from
different disciplines take different perspectives of the turnover phenomenon. Empirical
studies in the past have focused on how to predict individual turnover. However, in

recent years more attention have been given to the development of a conceptual model



of individual voluntary turnover (Baysinger and Mobley, 1983). A prominent variable of
these models is an “affective response to the present job.” Many studies support the
relationship between “affective reactions to the job” and turnover (Parasuraman, 1982;
Mobley, Griffeth, Hand, and Meglino, 1979; Price, 1977; Porter and Steer, 1973).
Researchers have studied this “affective response to the job” mostly in the context of
satisfaction (Mobley et al., 1979; Price, 1977). Specifically, these empirical studies

indicated a negative relationship between satisfaction and turnover.

Consumer Marketing Perspective

Since franchisor and franchisee relationship involves a great amount of monetary
commitment and dedication from both sides, one could almost identify franchisee and
franchisor as buyer and seller, or consumer and marketer. It is also reasonable to study
the relationship from a consumer marketing perspective. Consumers after purchasing a
certain product/service will experience some level of satisfaction or dissatisfaction
(Kotler, 1988). This may lead to different after purchase behaviors. Day and Landon
(1977) proposed a wide range of post dissatisfaction alternatives (Figure 1). The
marketer’s job does not end when the product is bought but continues into the post
purchase period. This is especially true for business format franchising. In the franchise
setting, the franchisee is the consumer and the franchisor is the marketer. The franchisor
puts together a business package and markets toward potential buyers, who eventually
may become his franchisees. A satisfied franchisee is more likely to feel good about the
relationship. A good relationship will likely lead to a more efficient system thereby
securing both parties’ goals (Frazier, 1983). On the contrary, a dissatisfied franchisee

may choose to withdraw or take legal actions against the franchisor and the system.



Satisfaction, therefore, becomes a key determinant of the relationship between the

franchisor and the franchisees.

Channel of Distribution Perspective

The franchisor and franchisee relationship relate to the continuing relationship
after the commencement of the contract . It is considered vital and critical facet of any
franchised business (Justice and Judd, 1989; Vaughn, 1974). Based on the product life
cycle, Justice and Judd (1989) identified four phases of the franchising relationship:
Introduction, Growth, Maturity, and Decline/Development. Each stage undergoes
expectational and performance changes in the overall relationship. Both franchisor and
franchisee can benefit and improve the relationship by understanding expectations and

performances of both parties.

In marketing channel studies, satisfaction is considered a fundamental construct
in the channel relationship (Robicheaux and El-Ansary, 1975). Frazier (1983) stated that
when the actual exchange of products, services, and information begins, the role
performance of the franchisor and the franchisee will determine the actual and perceived
outcome. The franchisor's performance of the role elements perceived by its franchisees
will have an important influence on the attainment of their goals. Based on Frazier's
statement, the more role elements performed by the franchisor that had reached or
exceeded the expectation level of the franchisees, the more satisfied the franchisee is
likely to be. A better relationship, as a result of franchisee satisfaction, may help both
the franchisor and the franchisee in achieving better performance. However, crises may

occur in the presence of unmatched expectations and actual performance. Mayo,



Robicheaux, and Ferrell (1990) suggest that franchisee commitment is positively related
to overall satisfaction with the franchise relationship and future expansion plan; and

inversely related to contract disagreements and intentions to terminate the relationship.

To date, there has been no published study which investigates franchisee
turnover. Little effort has been made to examine the relationship between franchisee
satisfaction and turnover. This study aims to explore this subject as well as examine this

relationship in the context of quick service franchises.

PURPOSE AND OBJECTIVES

Franchisee turnover is defined as termination prior to contract term date or non-
renewal in this study. It was considered significant because it represents the final stage
of a franchisor-franchisee relationship. Often it may lead to a dysfunctional franchise
operation, but in most cases it may be the result of a dysfunctional relationship. Several
research studies focused on the initial stage of franchisor-franchisee relationship, and
did not include the final stages of the relationship. An investigation of the relationship
between satisfaction and turnover behavior provides directions for managers and
researchers to identify operational problems, strengths and weaknesses. It may be
beneficial in further understanding franchisee's behaviors in the franchise system. This
may further lead to a better understanding and development of solid foundation and

policies within a franchise system.
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Conceptual and empirical researches in the past have demonstrated that
turnover in the organization, be it managers or blue-collar workers, is a complex process.
Any attempt to explain turnover by one single variable provides a limited and even
skewed vision of the process. The purpose of this study is to investigate current practice
of franchisee turnover, and the relationship between franchisee satisfaction and turnover
behavior. The results which focus on the proposed relationship, do not attempt to
generalize the whole process of turnover. It does, however, contribute to the body of

knowledge in organizational turnover and the franchisor-franchisee relationship.
The objectives of this study can be described as follows:

1. To investigate turnover (termination or non-renewal) practice, and
identify various turnover reasons in the quick service sector of the
food service industry.

2. To identify the relationship between franchisee’s satisfaction and
turnover behavior.

OVERVIEW OF RESEARCH DESIGN

Variables

The dependent variable in this study is franchisee turnover. The actual turnover
may occur under two different circumstances:

1. Franchise contract terminated, either by the franchisor or the
franchisee, prior to term date.

2. Franchise contract expired and not renewed, either by the franchisor or
the franchisee, at the end of the term date.
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The term “terminated franchisee” will be used throughout the study instead of
turnover franchisee, due to sample limitation (only terminated franchisees’ names and
addresses were obtained). Turnover behavior is operationalized by gathering
information on franchisee’s future intention of his or her participation in the franchise

business.

The independent variable in this study is franchisee’s satisfaction toward the
franchise system. Franchisee's satisfaction level towards their franchisee system is
operationalized by using a multi-dimensional satisfaction measurements adopted from
Mayo et al. (1990), Schul, Little, and Pride (1985), Knight (1984), and Ruekert and
Churchill (1984).

Sample

Two sets of survey questionnaires were sent to current franchisees and
terminated franchisees. The mailing lists of these franchisees were selected from the
Uniform Franchise Offering Circular (UFOC) offered by a selected quick service
franchise restaurant company. This franchise company was selected since it is a well
established quick service franchise with more than 5,000 units. Unfortunately, this list
contains only terminated and current franchisees and did not list franchisees that did not
renew the franchise agreements. As a result, the sample includes all the terminated
franchisees (201) and a matching number of randomly selected current franchisees

within this franchise system.
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CONTRIBUTIONS OF THE STUDY

By accomplishing the two abovementioned objectives, this study provides:

1. a definition and an investigation of franchisee turnover,
2. a further understanding of franchisee turnover behavior,

3. the examination of a hypothesized relationship between franchisee
satisfaction and turnover behavior, and

4. a contribution to the body of knowledge and literature in the
hospitality franchising area.

SUMMARY

This chapter presented an overview of the proposed research. As the franchise
venture reaches a mature stage, the relationship between franchisor and franchisee
undergoes changes as well. Lack of research efforts in many areas of franchising
especially in the area of termination is described. It is implied that a good relationship
between the franchisor and franchisee supports a franchise system and its performance.
The theoretical underpinnings focuses on the human resource, consumer marketing, and
channel of distribution perspectives in explaining the franchisor and franchisee

relationship.

The objective of the study is to examine the relationship between the franchisor

and franchisees as well as the influence it has on the turnover behaviors. The franchisor-
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franchisee relationship is studied in the context of franchisee’s satisfaction toward the
franchise system at a multidimensional level. Eventually, this study will contribute to

the body of knowledge and literature in the area of hospitality franchising.

















































































































































































































































































































































































