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ABSTRACT

This study attempts to explore different approaches of franchisee satisfaction
within an academic setting, develop and validate a new measuring instrument,

examine the key factors and their influence on performance and intention to
remain in the network, and eventually manage the franchise network for
long-term continuity. This study was conducted in Malaysia over a sample of
68 respondents representing 19 franchised colleges within Universiti Teknologi
MARA's (UiTM) network. The findings suggest five dimensions of franchisee
satisfaction namely social interaction, service support, financing, assurance
and competence. Hence, UiTM should be able to ascertain the level of services
provided, and to determine which dimensions need improvement. Knowing
the strengths and weaknesses of these dimensions and their relative influence

may result in better allocation of resources so as to provide a better service to

the franchised colleges. This study has also sought to contribute further to the

growing literature on franchising by advancing a new 23-item measuring
instrument, which is specifically tailored for academic franchising. Such a
valid and reliable measuring scale would be a tool that tertiary institutions
could use to improve their performance in the light of increasing competition
with the development of global academic franchising.
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Introduction

The private sector in most economies is comprised predominantly of small
firms. However, nearly one-third of small businesses fail in their first year, with
less than half surviving their first three years. Managerial competence is
consistently cited as the main cause of small business failure (Dun & Bradstreet
1986). Thus, establishing a new small enterprise appears to be fraught with
risks and uncertainties, with numerous management skills required of small
business owner-managers. One response to minimize the risks of small business
management has been the development of franchising. In recent years,
entrepreneurs and ‘corporate dropouts’ (Fortune 1991) or former executives
have turned to franchising as an attractive alternative to traditional forms of
organization.

Traditionally, satisfaction within any franchise channel of distribution has
been viewed as a key factor affecting channel members’ morale and resulting in
incentives to participate in collective activities (Dwyer 1980; Wilkinson 1981;
Stern & El-Ansary 1982). They suggest that at higher levels of channel
satisfaction, participants will experience an increased morale, greater
cooperation, fewer terminations of relationships, reduced litigation, and fewer
efforts to pursue protective legislation. Despite a considerable emphasis on the
importance of the satisfaction construct in the channels literature, it is only
recently that attempts have been made to define and employ the construct.
Most studies attempting to assess channel satisfaction have not clearly defined
it and have generally relied on one-dimensional assessments of the construct.

While an abundance of research exists on the topic of franchising, none
has been directed towards measuring franchisee satisfaction within an academic
setting, and this is despite the increasingly large number of tertiary institutions
offering programs on franchise arrangement. There were initiatives to develop
anew measuring instrument of satisfaction construct for the franchise industry.
However such a generic scale was not suited to the unique nature of academic
franchising.

Literature Review

It appears that franchising has no set definition, as it holds many different
meanings according to different researchers. Bain (1986) defines a franchise as
a contractual privilege granted by an individual or company (owner) to another
individual or company. Norback and Norback (1982) view franchising as a license
from the owner (franchisor) of a trade or service mark permitting the user
(franchisee) to market a product or service under that name in accordance with
the franchisor’s system. Justis and Judd (1986) suggest that franchising is a
distribution method which is being used by businesses for growth and expansion.
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Whereas Ayling (1987) proposes that franchising is a method of raising capital
by and for the franchisor. There seems to be no consensual definition even
though most of these definitions are highly correlated.

Traditionally,a satisfaction of channel has been viewed as a key factor
affecting channel members’ morale and resulting in incentives to participate in
collective activities (Dwyer 1980; Wilkinson 1981; Stern & El-Ansary 1982).
Three schools of thought bring insights on the franchisee satisfaction construct.
The first approach refers to satisfaction as a post-purchase feeling, and the
franchisee is seen as someone who has acquired a particular product, for instance
an outlet. The second approach considers satisfaction as felt by a member of a
distribution system, and it concerns an assessment of channel relationships.
Finally, the third approach considers satisfaction as felt by an individual in the
context of his or her occupation, and the franchisee is seen as an individual
drawing satisfaction from his or her work.

The first approach suggests that a buyer’s satisfaction is central to such
notions as a repurchase rate, customer loyalty programs, brand and line
extension and marketing performance. Dubois and Jolibert (1998, p. 103)
rightfully put forward that °...satisfaction is at the heart of post-purchase
evaluation. It results from a comparison between a consumer’s expectations
and his or her perception of the performance really offered by the product’. In
the franchise context, an approach from the point of view of the effects seems
inappropriate (Gauzente 2003) since purchasing a franchise cannot be treated
in the same way as buying a product, not without care and serious reservations.

The second approach considers satisfaction as felt by a member of a
distribution system, and the franchisee is seen as a fellow-worker whose
collaboration and goodwill depends on the satisfaction he/she feels about the
relationship within the channel. In the context of franchising, there are several
aspects that determine overall satisfaction, and these include the administration
of the franchise, the support and service that are provided and the arrangements
of extrinsic rewards (profits) and intrinsic ones (status). However, the
multidimensional aspects of this approach make it difficult for a new measure of
franchisee satisfaction to be developed when one has to be clear about which
satisfaction one seeks to measure (Gauzente 2003).

Finally, the third approach considers satisfaction as felt by an individual in
the context of his or her occupation, and the franchisee is seen as an individual
drawing satisfaction from his or her work. A number of conceptualizations of
job satisfaction views job satisfaction as a function of the match between the
rewards offered by the work environment and the individual’s pattern of needs
for those rewards (Vroom 1964). Likewise in the franchising context, it seems
helpful to examine the various motives for satisfaction as consumer, member of
a system, worker, and any specific characteristics of franchising would require.
Hing (1995) proposes a model for determining factors of franchisees’ satisfaction
through a series of items characterizing the activity of a franchise.
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In spite of the apparent importance of the concept and its central place in
a number of theoretical structures, Ruekert and Churchill (1984) believe that
channel member satisfaction remains a rather primitive construct. According to
them, the construct is almost never conceptually defined, nor explicitly
operationalised when used. In most studies, for example, single—item scales are
used in spite of their known limitations (Nunally 1988). In only a few instances
in the channels literature has satisfaction been assessed with anything other
than psychometrically poor, single-item measures. Lusch (1976) argued that
franchise satisfaction is based on a domain of items over which the franchise
could be satisfied or dissatisfied with the franchisor. He proposed a 16-item
measure of the construct with satisfactory internal consistency (4=0.87) but the
scale lacks other psychometric properties (Ruekert & Churchill 1984). Clearly,
the construct of channel member satisfaction is of sufficient importance to
warrant more rigorous measurements.

Research Methodology

In order to construct the measuring scale, firstly it was necessary to identify the
important determinants of channel member satisfaction within the educational
franchised setting. The process begins by undertaking a literature search to
ascertain previous work in the field, and delineate the number of conceptual
variables to be investigated. In an attempt to obtain a more comprehensive
picture of the importance of these determinants, a series of focus group meetings
were undertaken. A total of ten carefully selected Chief Executive Officers (CEOs)
from ten franchised colleges were invited to participate in the focus group
interview. The literature review together with the focus group interview provided
the basis for generating items for inclusion in the draft questionnaire.

The draft questionnaire consisted of four sections A, B, C and D. Section
A contained 8 questions pertaining to a respondent’s profile. Whereas section
B contained 49 items related to different aspects of service offering by the
franchisor, incorporating job satisfaction, job characteristic, and personality
factors. The items were measured on a five-point Likert-type scale that varied
from 1 = strongly disagree to 5 = strongly agree. In addition to the main scale
addressing individual items, respondents were asked in Section C to provide an
overall rating of franchisee satisfaction and intention to remain in the franchised
network. Prior to conducting the major survey, a pilot study was administered
so as to pretest the validity and reliability of variable measures contained in the
draft instrument. The revised questionnaire was subsequently submitted to
five experts (academicians, practitioners and policy maker) for feedback before
being administered on a full-scale survey.

Data had been collected for the period between October and December
2005, and the sampling procedure used for the study was a census. A total of 95
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key respondents representing nineteen franchised colleges were surveyed,
from whom 68 corrected completed questionnaires had been obtained, yielding
aresponse rate of 71.6%. In terms of the overall rating of franchisee satisfaction
level and intention to remain in the network, majority of the respondents gave
their positive scores with means at 4.3 and 4.4 respectively on the 5-point Likert
scale.

Findings

The dimensional structure of franchisee satisfaction was hypothesized and
assessed through the following steps. First, based on an examination of the
literature and information gathered through focus group and expert panels, five
independent dimensions evolved that appear to encompass the major
components of the domain of channel satisfaction as it exists in academic
franchising: (1) social interaction - reflects how satisfactorily the interactions
between the franchisor and its franchised colleges, (2) service support - assesses
how well the franchisor provide supports to the franchised colleges, (3) financial
- captures the attractiveness of the franchise arrangement, (4) assurance -
indicates the security and credibility of the franchise system, (5) competence -
reflects the need for the required skills, knowledge and attitude to perform the
franchise services.

Next, the correlation of each item with the total score for each dimension
was computed where the total scores were based on the a priori specification
of items. These item-to-total correlations were examined to determine (1) whether
each item correlated primarily with one dimension and (2) in those cases where
an item correlated with one dimension, whether that correlation made conceptual
sense. Table 1 shows the coefficient values of item-to-total correlations for the
five dimensions of franchisee satisfaction.

The results indicate that the correlation of each item with the total score for
the dimension to which it was hypothesized to belong ,was higher than its
correlations with the total score for any other dimension. The evidence from
this analysis suggests that franchisee satisfaction within an academic setting
is a five-dimension construct consisting of social interaction, service support,
financial, assurance and competence. A subsequent analysis on the
psychometric properties is necessary to evaluate and refine the resulting scale
for internal homogeneity.

A method using ‘skewness’ and ‘kurtosis’ was used to examine the normality
of the data. Since this study used the multivariate statistical procedure namely
multiple regression, the multivariate normality was checked via the chi-square
plot or gamma plot, developed using Mahalanobis Distance and Beta quartiles
as suggested by Johnson and Wichern (1992). In this technique, graphs were
plotted for the (g, , ((-0.5)/n, & ) coordinates where &, is the mahalanobis
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Table 1: CoefTicient Values of Item-to-Total Correlations

Item

Social
Interaction

Support  Financial Assurance Competence

Service

The franchisor emphasises two-way
communication to help achieve
mutual understanding.

The information provided by the
franchisor is NOT helpful in
solving our college’s problems.

Communication with the franchisor
is frequent and meaningful.

Communication from the franchisor
is often ambiguous, inconsistent and
duplicative in nature.

The franchisor always keeps our
college in the dark of any policy
changes and/or strategic plan.

The operation manual provided by
the franchisor is NOT up-to-date and
irrelevant.

The various training programs
provided by the franchisor are timely,
up-to-date and informative.

The initial support services at start-up
of a program are adequate.

The ongoing support services are
satisfactory.

Our college is provided sufficient
guidelines and careful instructions on
how to manage the franchise operations.

The promotional and advertising fees
paid to the franchisor are reasonable
and sufficient.

Students’ fees as suggested by the
franchisor are reasonable.

The royalties paid to the franchisor
are acceptable.

Compared to other franchise systems,

the franchisor system is more
expensive to run.

Our college is satisfied with the fair
treatment it receives from the franchisor.

0.62*

0.66*

0.74*

0.74*

0.67*

0.24

0.22

0.36

0.45

0.34

0.36

043

0.21

0.49

0.40

0.38

0.35

0.18

0.70*

0.69*

0.78*

0.74*

0.73*

0.32

0.26

0.46

0.24

0.54

0.39

0.31

0.26

035

0.10

0.26

0.44

0.31

0.27

0.33

0.77*

0.66*

0.83*

0.70*

0.47

0.45

0.32

0.17

0.36

0.19

0.23

0.44

0.45

0.46

0.56

0.20

0.44

0.62

0.25

0.83*

0.46

0.42

0.59

0.42

0.31

0.27

036

0.62

0.47

0.49

0.35

0.42

0.31

0.52
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Table 1 — continued

Our college feels secured in this 0.28 0.51 0.39 0.80* 0.41
franchise system in the medium and

long term.

The number of disagreements and/or 0.30 0.38 0.47 0.73* 0.37

conflicts with the franchisor concerning
operations and/or policies is minimal
and manageable.

The amount of protection our college 031 0.36 0.31 0.75*% 0.28
has against over-saturation of our
territory is adequate.

The termination and/or renewal terms 0.41 0.49 0.57 0.72* 0.47
of our college franchise contract are fair.

The franchisor always takes our college ~ 0.52 0.35 0.24 0.30 0.67*
into consideration when it wants to
make key policy decision.

The franchisor handles appropriately 041 0.66 0.36 0.31 0.75%
several students’ related programs

and/or activities, which are beneficial

to our college.

The timing and frequency of 0.45 0.48 0.41 0.35 0.81*
promotional and advertising campaigns

carried out by the franchisor are NOT

satisfactory.

The franchisor supports and supplements  0.42 0.30 0.31 0.20 0.70*
our promotional and advertising
campaigns.

* correlation is significant at 0.01 level.

distance square and g, , ((j-0.5)/n is the 100(j-0.5)/n quartile of the chi-square
distribution with p degrees of freedom (Johnson & Wichern 1992, p. 196). Table
2 summarizes the result of the normality test. The fit is good, ranging from R* =
0.78 to R?=0.89, thus implying that the plot is almost linear. It is evident from
the results that the distribution of the data represented by the five dimensions
is approximately normal, and this allows the use of parametric statistics for
further analysis.

In this study, the internal-consistency was used to evaluate the consistency
of the responses for the five dimensions of franchisee satisfaction. All the
coefficient alpha values meet the required prerequisite, ranging from 0.71 to
0.78, thereby demonstrating that all the five dimensions are internally consistent
and have satisfactory reliability values in their original form.

Given that the questionnaire had been appropriately designed through a
comprehensive review of relevant literature and fined-tuned based on focus
group findings and suggestions from various experts, both the face and content
validity of the instrument were ensured (Bohrnstedt 1983; Kaplan & Sacuzzo
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Table 2: Normality Test of Distribution for the Five Dimensions

Dimensions Skewness Kurtosis R? for chi square

Value SE Value SE plot (gamma plot)

Social Interaction -0.26 0.13 -0.38 0.263 0.89
Service Support -0.18 0.13 -0.38 0.263 0.78
Financial -0.10 0.13 -0.53 0.263 0.89
Assurance -0.23 0.13 -0.58  0.263 0.79
Competence -0.19 0.13 0.04 0.263 0.84

1993). The convergent validity can be established by using the correlation
analysis between the components of the constructs. The correlation coefficient
values range from 0.44 to 0.65, and this indicates a moderate positive relationship
between the five dimensions of franchisee satisfaction, thereby indicating
evidence of convergent validity. Furthermore, there is no treat of multicollinearity
since the correlation value is less than 0.8 (Kline 1998).

Multiple regression was used in this study to determine the overall effect
of the five dimensions on loyalty level. The regression model considered the
loyalty level as a dependent variable and the franchisee satisfaction scores for
the individual dimensions as the independent variables. A multiple regression
analysis was subsequently conducted to evaluate how well the five dimensions
predicted loyalty or intention to remain. The linear combination of the five
dimensions was significantly related to the loyalty level, R = 0.19, adjusted
R>=0.13,F(5,66)=2.90,p=0.01.

The sample multiple correlation coefficient was 0.44, indicating that
approximately 19.4% of the variance of the loyalty level in the sample can be
accounted for by the linear combination of the five dimensions.

In ranking the importance of the five dimensions of franchisee satisfaction,
the comparative critical indexes (CCI) were computed. The values for these
indexes range from 0.0 to 0.8, where 0.0 indicates most important while 0.8
indicates least important. In order to compute the CCI, the scores on each
dimension were transformed into their standardized score, and the values falling
between the 37.5% and 62.5" percentiles were used to determine the F . values.
Table 3 shows the relative importance of the five dimensions of franchisee
satisfaction. Competence is found to be the most important dimension, followed
by financing, service support, assurance and social interaction in rank order.
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Table 3: Rank-order of the Five Dimensions

Dimension Feritical % CCI Rank
Competence 39 68 0.34 1
Financing 36 68 0.38 2
Service Support 26 68 0.49 3
Assurance 24 68 0.52 4
Social Interaction 16 68 0.61 5

Conclusions and Recommendations

The primary contribution of this study is the insight offered regarding the
factors affecting franchisee satisfaction. The results confirmed that the five
dimensions namely social interaction, service support, financing, assurance
and competence were distinct and conceptually clear. Therefore, it can be posited
that franchisee satisfaction within an academic setting can be considered as a
five- factor structure consisting of the identified five dimensions. Based on
these dimensions, the franchisor should be able to assess all the five dimensions
of franchisee satisfaction to ascertain the level of services provided, and to
determine which dimensions need improvement. Evaluating satisfaction level
and understanding how various dimensions have an impact on the overall
franchisee satisfaction would ultimately enable the franchisor to efficiently
design policy and manage the franchise network for long-term continuity. In
addition, knowing the strengths and weaknesses of these dimensions and their
relative influence may result in a better allocation of resources so as to provide
a better service to the franchised colleges.

While satisfaction attributes may influence the colleges to a certain extent,
the results indicate that one attribute has a greater impact on the overall
franchisee satisfaction. Competence dimension which relates to such aspects
as the possession of the required skills, knowledge and the right attitude to
perform franchise services has significantly influenced the overall satisfaction.
This involves the overall management skills. Thus greater emphasis should be
placed in handling programs and activities with the franchised colleges, and
also the colleges’ interest in key policy decisions. Satisfactory performance
would reinforce the colleges’ initial decision to join the franchise system,
eventually this would make the colleges more amenable to franchisor’s direction,
more likely to make subsequent investments in the venture, and less inclined to
seek out other ventures.

Clearly, a large proportion of franchisees enter into franchise agreements
with great expectations in areas such as income, franchisor support, and the
marketing and promotional assistance. Whether these expectations develop by
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means of the franchise’s reputation, or by encounters with certain successful
franchisees, they need to realize the contributions of the franchisees,so as to
prevent a deterioration of work attitudes . Results of this study suggest that it
is vital that the franchisor provides potential aspiring colleges with accurate
and realistic information regarding the expected characteristics of the franchise
operations, expected support over the business life cycle, and the consequences
of the contractually restricted environment. Adequate disclosure should enhance
franchisee satisfaction by encouraging accurate expectations regarding the
costs and benefits of franchising.

The future of academic franchising requires the franchisor to be less
controlling, hence building a cooperative relationship with the franchisees.
Those franchisors who utilize a strict blanket approach to all policies may find
that it is not in the best interest of the franchise, particularly as the franchisees
gain experience in interpreting trends and opportunities. Generally, the college
that is given some autonomy in operating procedures and marketing will be
able to be more responsive to local market conditions. Today’s franchisees,
with their more sophisticated background, naturally want to have more input
into methods of operation than in the past. Therefore, provision of more
opportunities to the colleges for participation in overall strategy formulation
may enhance their commitment to the franchisor.

This study demonstrated that social interaction is indeed very important in
reinforcing overall satisfaction, and also an important antecedent for a
franchisee’s intention to remain in the franchise system. Certainly there will be
positive rewards for the franchisor if policy design is aimed at developing
effective interpersonal relations with the franchised colleges, and providing an
environment conducive to work satisfaction. This approach may then encourage
a sense of belonging and identification with the values and goals of the franchise,
as well as decreasing potentially costly turnover and retraining. Franchised
colleges who intrinsically value their attachment to the franchise may be more
likely to not only remain with the network but also to work toward its success.

Likewise, the corporate staff of the franchisor must assess the language
they use to influence the colleges to support policies. The reasons they give
and the justifications they put forward need to be aligned with the operational
needs and business realities of operating a small college business,but not with
large franchise organizations. There must be a conscious effort not to preach to
the franchised colleges but communicate in a fully transparent fashion where
information is updated regularly. There are a number of mechanisms that can be
used to facilitate communication between the franchisor and the related
franchised colleges, and these include online data sharing,a monthly newsletter
with franchisee input, collaborative marketing councils, franchisee associations,
periodic surveys, and corporate task forces with the franchisee participation.
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