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1.1 INTRODUCTION TO FRANCHISING 

Liberalization, Privatisation and Globalization make the world a complex and 

competitive market. Survival, growth and sustainability of a business have 

become a challenging task. In such a situation, ‘Franchising’ becomes a great 

incentive to the entrepreneurs. 

Franchising is one of the methods of doing business. It is a method of 

marketing products and/or services, which is adopted by a wide variety of 

industries and businesses1. It is one of the possibilities through which business 

can be globalised as it is considered to be one of the modes of entry into 

foreign business. 

In the present scenario, a huge number of global brands are accessible locally 

and the local brands are made available globally with the help of franchising. 

Most of the brands such as, McDonald’s burgers, Meru cabs, Peter England 

shirts, American Tourister travel bags, Shehnaz Hussain beauty parlours, 



  
 

 

Eurokids Pre-school, etc. are made accessible locally as well as globally by 

way of franchising. 

Thus, franchising is not an industry in itself. It is a system, a method or a 

relationship. The franchise business system is a fast developing segment and 

one of the most adopted growth strategies particularly in the retail sector2. 

 

 

1.2 HISTORY OF FRANCHISING 

The word ‘Franchise’ is derived from an Anglo-French word called “Franc”. It 

means “free”. It is further clarified as free from slavery. In reference to 

Franchising, it offers the people the freedom to own, manage and direct their 

own business. However, just like with any freedom, there are also 

responsibilities in franchising. 

Franchising is a system developed from USA (United States of America) 

where it was initiated by fast food industry3. Today, franchising is used 

worldwide by entrepreneurs to expand their business in domestic as well as 

foreign countries. Although the method has been developed and refined in 

America, franchising has been in practice in many other countries since the 

twelfth century. The first franchise originated as far back as in 12th century 

when king John of England granted franchises to his barons to collect taxes4. 

During this time, the officials from the churches in England used to be the 

king’s franchisees. 



  
 

 

Later, in the 13th century it existed in restaurants of China, where there were 

agreements made for renting out the tables. 

Further, in the 16th century it was observed that the former employees in Japan 

were allowed to open independent branches in return for royalty. 

During the 18th century, a concept known as “Tied house” was started by 

German brewers. As per this system, the Taverns and inns stocked a particular 

brewer’s product named SPATEN in return for a payment against right. Then 

onwards, the 18th century was marked as the official beginning of franchising 

with its origin being traced in USA. 

In 1850’s, when Isaac Singer invented the Singer Sewing Machine, he faced 

ample difficulties in order to distribute his product to public. Other problems 

such as lack of capital for manufacturing the machines and unwillingness of 

public to buy these machines due to lack of knowledge to operate them were 

also posing a threat to the success of his company. Isaac Singer came up with 

a solution to all these problems in the form of franchising. He made an 

agreement with retailers in different territories where these retailers were 

given the rights to sell the sewing machines and they had to pay the Singer 

Company, a charge against this right. These retailers were also made 

responsible for teaching the operation of the machines to the consumers. These 

strategies helped the company to create sales opportunities and overcome their 

financial as well as marketing problems. Isaac Singer is considered as the 

father of franchising. Many other companies began to follow and consolidate 

his business model. 



  
 

 

In 1898, General Motors of USA started a franchise network for distribution 

of their automobiles. 

In 1901, Coca-Cola started franchising its bottling plants as the company faced 

financial crux. They granted the franchises of manufacturing to the existing 

bottling plants and charged a fee for the same.  

In the year 1952, Harlin Sanders, the owner of Kentucky Fried Chicken (KFC) 

used this system of business. He taught the roadside restaurant owners his 

cooking techniques and thereafter charged five cents for each bird that was 

cooked by using his method. 

Year 1953 was another remarkable phase in the history of franchising. During 

this phase McDonald and Burger King which were two established brands in 

USA took franchising to a new level. These companies created some of the 

largest franchise networks in the world. McDonald is believed to have taken 

the lead in propagating the business format of franchising in the USA and rest 

of the world. 

Further, in the year 1987, NIIT which is a leading computer institution tried its 

fortune on franchise method of business thereby spreading its network of 

training centres across India and overseas. 

During the economic downturn of America in the year 1991-1993, the study 

conducted by University of Louisville titled “franchising in the economy” 

mentioned that franchising helped America to overcome the crises. 

Not only in America; franchising made its way in other countries as well. 

Various sectors of business started adopting franchise mode of business as the 



  
 

 

safer, easier and economical method of expansion. It started emerging in food 

and beverage sector, pre-schools, apparel and retail sectors in 1990’s. 

In the current scenario, franchising has grown in healthcare, wellness and 

beauty, and other service sectors like travel and tourism, hospitality, 

telecommunication, courier services, etc. 

 

 

1.3 DEFINITIONS OF FRANCHISING 

Franchising is a successful method of producing/distributing goods and/or 

services to the consumers. It has been defined by different authorities where 

each definition highlights some or the other characteristics of franchising. 

Following are some of the definitions of franchise/franchising/franchise 

business that highlight the nature of the concept defined.  

1.3.1 Webster’s Dictionary defines “Franchise” as, 

1) a privilege or right granted to a person or a group by a govt; state or 

sovereign. 

2) authorisation granted by a manufacturer to a distributor or dealer to sell his 

products. 

1.3.2 ‘The International Franchise Association’ (ISA), which is the major 

trade association in franchising, defines franchise as a “continuous relationship 

where the franchisor provides a licence to the franchisee, to do business and 

also provides the assistance in organization of various operational 



  
 

 

requirements, trains the franchisee and his employees, supports in 

merchandising and management, in return for a franchise fee / royalty”. 

1.3.3 Business Dictionary defines franchising as an “Agreement where one 

party (the franchisor) grants another party (the franchisee) the right to use its 

trademark or trade name as well as particular business system and its 

processes to produce and market goods or services according to certain 

specifications.5”  

The above definitions provide clarity of the various dimensions to the concept 

of franchising. Franchise is considered as a privilege or a right that is allowed 

by an authority who is the owner of such a privilege or right to the individual 

or group to use it to distribute and sell the owner’s products. IFA in its 

definition, points out to the parties involved in franchising i.e. the franchisor 

and the franchisee. It specifies that franchising is a continuous relationship 

between these two parties having specific responsibilities. The contract is the 

base of the relation between the parties involved in franchising. Thus, certain 

specific characteristics of franchising can be highlighted as shown in Figure 

No. 1.1 



  
 

 

Figure No.: 1.1 Characteristics of Franchising

 

Source: businessjargons.com/franchising.html 

The above figure shows the six dimensions that act as the support shield for 

success of a franchise system. They are described as under:   

1) License: License is granted to the franchisee to produce and/or sell the 

product of the owner’s brand. The license can be also given to use the 

owner’s brand name, trademark, logo, formula, system, process, method 

etc. 

2) Policies: The agreement that the parties sign during franchising, is made 

up of certain terms and conditions, policies, rules to be followed by both. 

3) Training: This is one of the most needed franchisor supports to the 

franchisee. It is the responsibility of the franchisor to provide necessary 

awareness and basic training as well as a continuous technical knowledge 

in regard to the operations of the business that is franchised. 

Franchising 

Training  
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4) Royalty: It is a charge against the right or privilege given to use the brand 

name/trademark in franchising. It is paid by franchisee to franchisor as per 

the decided terms of the agreement. 

5) Marketing Support and Technology: Franchisor usually provides the 

required support to the franchisee in marketing the products as well as 

technological issues.  

6) Limited Period:  The contract is signed for a limited period. Thereafter, if 

the franchise has to be continued, another contract has to be made and 

signed by the parties involved. 

Thus in a nutshell, franchising is a business system wherein the franchisor 

grants a license to the franchisee to use the franchisor’s diverse intellectual 

property rights, namely, knowhow, designs, brands, trademarks, patents and 

the trade secrets along with the franchisor’s product or services in return for a 

sum of money. Further, the franchisor also provides training and continuous 

assistance to the franchisee6. In return, the franchisor gains rapid expansion of 

business and earnings at minimum capital investments. 

The franchisee usually pays a onetime franchise fee plus a percentage of sales 

revenue as royalty and in return franchisee gains:  

1) immediate name recognition 

2) tried and tested products 

3) a standard building design and décor. 

4) detailed techniques of running and promoting the business. 

5) training of self and employees and 

6) an ongoing help in promoting and upgrading of the products. 



  
 

 

 

1.4 DIFFERENCE AMONG FRANCHISING, DISTRIBUTORSHIP 

AND AGENCY 

The terms franchising, distributorship and agency are often used as synonyms 

by the laymen. In reality, there exists a difference among these three concepts. 

Distribution and agency are the traditional forms of distributing goods or 

services to the consumers7. These two forms of business do not allow the 

principal to exercise any real control over them. Franchising differs from the 

distribution and agency in respect of the extent of control that a franchisor can 

have on the operations of a franchisee in a given franchise. A franchisor can 

intervene and have a control in all major issues of franchisee unit such as in 

branding, methodology of business, further mergers and even to the extent of 

interiors of the franchisee unit. 

1.5 CATEGORIZATION OF FRANCHISE 

Franchise may be broadly categorized into three: 

a) Based on type of franchise business. 

b) Based on extent of territory/number of franchises allotted. 

c) Based on nature of control over franchise. 

 

 

 

 



  
 

 

1.5.1 Based on Type of Franchise Business 

Depending on the type of franchise business between franchisor and 

franchisee and the nature of the business, following types of franchises may 

exist. 

1) Product Distribution or Trade Name Franchise  

This is the most common type of franchise arrangement where franchisor 

allows the franchisee to use his trademark, logo and brand name to 

distribute his products in exchange for a fee. The owner of the brand 

provides the necessary training and marketing support to his franchisee. 

Example of this type of franchise is Apparel or Automobile franchise. 

2) Manufacturing Franchise  

This type of franchise arrangement gives the right to the franchisee to 

manufacture the product that is originally belonging to the franchisor. 

Here, the franchisor transfers the technological knowhow, method, process 

tips, etc along with the brand name trademark and logo to the franchisee so 

that franchisee can manufacture the product at his site and sell it to the 

consumers. Companies such as, Coca-Cola is the type of manufacturing 

franchises. Franchisees are responsible to take care of the quality of the 

product that they manufacture. 

3) Business Opportunity Ventures  

In this type of franchise system the franchisor makes the franchisee to buy 

the products which he is supposed to sell only to a specific company or 



  
 

 

vicinity. For example, a vending machine of, ‘Coffee Day Express’ 

installed in a hospital or any manufacturing company or a bank. 

4) Business Format Franchise  

It is similar to product or trade name franchising. In this type of 

franchising also, the franchisor allows the franchisee to use its brand name, 

trademark and logo and sell the products to consumers. The franchisors 

also provide training and marketing support to the franchisee. However, 

what makes it different from the product and trade name franchise is that 

the business format or methodology of operations. The operations of the 

franchisees have to be the same as per the terms and conditions of the 

franchisor.  

5) Mobile Franchising 

In this type of franchising, the franchisee visits different territories with a 

vehicle carrying the products or offering the services to the public. It is a 

popular method used by food and beverage sector. For example, Kwality 

Walls Ice-cream has its mobile carts moving on beach sides and roadsides. 

 

1.5.2  Based on the Extent of Territory Allocated or Number of 

Franchises Granted. 

Franchising helps to expand the geographical boundaries for one’s brand. 

Thus depending upon what the brand owner intends as far as geographical 

coverage is concerned, following types of franchising arrangements may exist. 



  
 

 

1. Single Unit Franchise  

In this type of agreement the franchisor grants the right to the franchisee to 

operate only one unit. However, if the franchisee wants to start another unit 

in other territory he/she has to buy another separate franchise. A franchisor 

may ultimately have many unit franchises. 

2.  Multiple Franchise  

The franchisee who buy many single unit franchises and operates them in 

different territories is known to have a multiple franchise. These type of 

franchises have separate agreement for every separate unit of the franchise. 

3. Area Development Agreements  

Under this type of franchise system, a franchisee takes the franchise of 

opening a decided number of unit franchises in a given territory. Here, the 

franchisee acts as a area developer. The objective is to develop the marked 

territory. Such franchisee need not operate and manage each and every unit 

in that area himself. He/she may start the unit and the unit may be given to 

be managed by other person/group or may be managed by appointing staff. 

This mode of franchising appears similar to the multiple franchising 

agreements. However, the main difference is that, the area developer 

concentrates on a particular territory only whereas, in multiple franchising, 

a franchisee can open an outlet in any area. 

4. Master Franchise Agreements  

This is a method by which brand can be globalised. It is a mode of 

international franchising. Here, the franchisor finds a sub-franchisor in 



  
 

 

another country and gives the right to open franchise outlets either by 

himself or by granting the rights to sub-franchisee. In this type of franchise 

there are two separate agreements involved. One is the international 

agreement between the franchisor and the sub franchisor and other, the 

agreement between sub franchisor and each of the sub-franchisees. These 

agreements are known as Master franchise agreement and Sub franchisee 

agreement respectively. 

5. Regional Franchise  

If franchisor or master franchisee considers that it is commercially correct 

to further divide the geographical area with the separate “regions” and grant 

a Master franchise for each separate region then this would be termed as 

Regional franchise. This type of franchise arrangement is feasible only if 

the total area to be covered is large for one Master franchisee. 

                      

1.5.3 Based on Nature of Control over Franchise 

This classification is based on the intention of the franchisor regarding the 

extent and type of control that he is interested in maintaining over the 

operations of the franchisee.  

1. Direct Franchise  

In a direct franchise the franchisor has a brand which he wants to sell in the 

domestic market and if he finds the franchisee a worthy person then the 

franchisor may grant a right directly without much bothering about the law 

and jurisdiction for agreement issues. This type of franchise is normally 



  
 

 

granted at the state level or local level. This mode is not feasible for 

international brands as the other country legislations have to be considered. 

2. Broadband Franchising 

In broadband franchising, the franchisor assumes all obligations, 

responsibilities, risks and rewards of a number of single unit franchises. It 

is a concept where a single franchisor manages and supports thousands of 

franchisees by appointing staff to serve those franchisees.  

3. Fractional Franchising 

It is also called as ‘franchise within a franchise’. In this type of franchising, 

one franchise is placed within another franchise. Two franchise units can be 

owned by one franchise or by two separate franchisees. 

4. Cross Franchising   

Cross franchising is a concept where a single franchisee owns two separate 

franchises from two different franchisors. A franchisee may take separate 

franchise of similar products or different products. A cross franchise can be 

also one brand of product and another of service. 

 

5. Subsidiary and Branch Office 

A franchise can even be a subsidiary or a branch office. There is a minor 

difference between the two. A subsidiary, although controlled by the 

franchisor, is a separate legal entity whereas a branch office is not. This 

mode of franchising is usually used for international franchising where the 



  
 

 

franchisor appoints a subsidiary or a branch office in any territory of 

foreign country as a sub franchisor. The sub franchisor is also given the 

right to grant franchise in the area allotted to him. 

6. Joint Venture 

This method is also available to the franchisor in case of international 

franchising. Here the franchisor enters into a joint venture with the local 

partner in a selected geographical area. A joint venture is the one, where 

two parties come together to work on one single project.  

7. Turnkey Franchise 

In this type of franchising, the franchisor supports the prospective 

franchisee till the franchise unit is established. He then hands over the 

established unit to the selected franchisee after providing him the necessary 

training.  

8. Affiliation or Conversion Franchising 

In this method of franchising, the franchisee is allowed to use his existing 

trade name along with the franchisor’s brand. This mode of franchise is 

usually adopted in Real Estate brokerage and the lodging industry.  

1.6 PROS AND CONS OF FRANCHISING 

Every system has its positive and negative sides. The pros and cons of 

franchise business can be studied from the franchisor as well as franchisee 

perspective.  

1.6.1 BENEFITS OF FRANCHISING.  



  
 

 

1.6.1.1 Benefits to the Franchisor 

1) Rapid expansion at the economical cost is one of the benefits that the 

franchisor derives. 

2) Franchising helps in increasing the network or chain of outlets which 

distribute one’s brand. 

3) Franchisee acts as a managerial talent to the franchisor. 

4) Franchising helps to access the unknown market area with the help of 

franchisee’s market knowledge. 

5) Franchising is one of the safest methods of globalization. 

6) Franchisee acts as a continuous capital contributor to the franchisor. 

7) The risk of opening a new outlet in a new territory gets shared with the 

franchisee as well as success of franchisee is franchisor’s success too. 

8) Franchisor can minimize cost of administration, cost of distribution and 

even sometimes cost of manufacturing. 

9) Franchisor can earn a ready royalty by granting a franchise. 

10)  Franchisor can have a control over the franchise through the agreement 

and if he feels that his expectations are not met, can always discontinue the 

franchise. 

 

1.6.1.2 Benefits to the Franchisee 

1) For an inexperienced individual, being an entrepreneur is always riskier. 

However, franchising solves this problem. 

2) One can always deal with a tested brand and make a good source of 

earning in the name of franchise business. 



  
 

 

3) Risk of business failure is minimal in case of franchise.   

4) Franchising enables small businessmen to compete effectively in the 

market and enjoy the advantage of economies of large scale.  

5) Franchisee has an access to effective initial training as assistance for 

development in future. 

6) All the necessary assets, equipments and inventory are made available to 

the franchisee by the franchisor in most of the type of franchising. 

Franchisee only has to buy them from franchisor. 

7) Ongoing support, advice and skills imparted by the franchisor become a 

valuable resource for the franchisee. 

8) In most of the franchising arrangements, advertising cost is borne by the 

franchisor so this becomes cost relieving to the franchisee. 

9) Franchisee can have an advantage of being associated with an established 

and reputed brand of product/service. 

10) Franchise business can guarantee the revenue from the first day of the 

starting of unit as the brand is trusted by consumers. 

 

 

 

1.6.2 DEMERITS OF FRANCHISING  

1.6.2.1 Demerits to the Franchisor 

1)  There is a loss of ownership that takes place in franchising. Franchisor’s 

right on brand gets shared. 



  
 

 

2) Association with a wrong franchisee can damage the reputation of 

franchisor’s brand and trade name. 

3) Franchised outlet is deemed to be less profitable as compared to the 

company owned outlet. 

4) Another person will not dedicate the heart and soul in your business. This 

fundamental holds true to a certain extent in franchising. 

5) Some deterioration may take place in quality of product/services when the 

franchisee produces the product or provides a service.  

6) Continuous monitoring of cost and efforts need to be undertaken by the 

franchisor. 

7) Franchised outlets may be slower to adapt to any changes recommended 

by franchisor as and when any strategic change is required, the franchisees 

need to be trained. 

8) There is always lack of confidentiality in franchise business. 

 

1.6.2.2 Demerits to the Franchisee 

1) Although the franchisee may feel that he is an owner of a business, he is 

always being controlled by the franchisor.  Franchisee can never become 

the owner of the brand that he is selling. 

2) Franchisee cannot make any independent decision as far as product design, 

quality, price, etc. Franchisee is not allowed to make any strategic 

changes. 

3) Franchisee will face a cut throat competition, when the brand is newly 

established.  



  
 

 

4) Any damage to the franchisor’s reputation will inadvertently affect the 

franchisee’s wellbeing. 

5) Franchisor having more power rested with him can terminate the contract 

with the franchisee whenever he is not satisfied. Similarly, he may not 

renew the contract if he does not want. 

6) Franchisee has to bear  all  the  cost  of  start up  and  further has to pay 

franchise fee,  royalty as  well  as, sometimes,  a  mark up on the turnover.  

7) Franchisee does not have a right to sell his franchised unit to any third 

party without the prior consent of the franchisor.  

8) Franchisee is not allowed to sell the products or service of any other brand. 

 

1.7 STEPS INVOLVED IN FRANCHISING 

Franchising business is a two dimensional event. One - from the franchisor 

point of view and the other - from the franchisee point of view. 

1.7.1 FRANCHISING  -  FROM FRANCHISOR’S  PERSPECTIVE 

The process of becoming a franchisor is considerably a long one. It involves 

lot of cost as well as time. Following figure reflects the steps involved in 

franchising the business from a franchisor’s perspective.  



  
 

 

Figure No.: 1.2 Franchisor’s Perspective of Selling a Franchise

 

Source: Entrepreneur India –Tice Carol. (Modified) 

 

The above diagram shows eight levels in the process of franchising. Each of 

the above steps involves certain considerations. This can be explained as 

under: 

1) Evaluate if your Business is Ready for Franchising: This means, one 

has to observe whether his/her business concept is worth franchising. The 

concept has to be such that, it appeals to both the consumer as well as 

franchisee. It should be a concept that ensures economies of scale and 

increase in profits8.  

 

EVALUATE IF YOUR  BUSINESS IS READY

CONDUCT MARKET RESEARCH

LEARN THE LEGAL REQUIREMENTS

DEVELOP A FRANCHISE MODEL

CREATE NECESSARY PAPER WORK

MAKE THE KEY HIRES

SELL FRANCHISE

SUPPORT FRANCHISE



  
 

 

2) Conduct Market Research: An entrepreneur should conduct a market 

research to ascertain whether there will be widespread consumer demand 

beyond the local area that the business serves at present.  

 

3) Learn the Legal Requirements: Franchise business legalities are many 

fold. The entrepreneur has to understand various clauses of the relevant 

Acts and Laws. There are a number of laws that affect franchise business 

such as Contract Act, Intellectual Property Act, Consumer Protection Act, 

etc. In some countries where there exists a franchise law, the entrepreneur 

has to make the FDD (Franchise Disclosure Document) if he is interested 

in franchising his business.  

 

4) Develop Franchise Model: An entrepreneur has to decide his modus 

operandi to operate as a franchisor. While developing the franchise model, 

an entrepreneur has to consider a number of issues.  These are: 

a) The franchise fee and royalty. 

b) Terms of agreement. 

c) Size of geographic area allotted for business.  

d) Type and length of training programme. 

e) Conditions of buying product and equipment. 

f) Nature of franchise granted i.e. whether it will be a unit franchise, master 

franchise or some other type. 

g) Products allowed to be sold and many more issues as required by the type 

of business to be franchised. 

 



  
 

 

5)  Create  Necessary  Paper Work: Once  the entrepreneur  decides to 

franchise  the  business,  he can start the paperwork which is legally 

required,  making  the  FDD and Franchise Agreement, printing  of 

brochures, etc. 

 

6) Make Key Hires: This is needed as an entrepreneur alone cannot market 

his franchise. He needs people and managers who could build up a team 

and market and manage the franchise requirements.  

 

7) Sell  Franchises: This  is the most  challenging  stage   where  

entrepreneur and his  team  has  to  find the most  worthy  franchisee and  

convince him/her to  buy  the franchise.  

 

8) Support the Franchisee: Once the franchise is sold  to any  individual  or 

group, the franchisor has  to  support that  party in  terms  of initial 

training, continuous  knowledge, marketing support, advisory services,  

etc.   

 

1.7.1 FRANCHISING - FROM FRANCHISEE’S PERSPECTIVE  

Once a  person  wants to be an entrepreneur  he has to  first decide  on a main 

issue;  that  is, whether to take  a franchise  or start  one’s  own business. In 

this situation the individual has to evaluate different factors associated with 

the prospective business idea.  These factors may be investment returns, 

payback period, extent of control on business growth prospects, acceptability 



  
 

 

in market, etc.  However, following steps could be followed before buying 

franchise. 

1) Study the Field: The prospective franchisee should thoroughly study and 

gather information about franchising mode of doing business. 

 

2) Assess  the  Self  Strength: An  individual should  evaluate  

himself/herself in  finding  out the positive  features he/she  possesses as  

required  for being a good and successful franchisee.  

 

3) Plan for the Required Resources: Considering the proposed franchise 

option, one      has to calculate the required investment in equipment and 

assets, the franchise fee, royalty payments, operational expenses, etc. 

 

4) Finding the Truth: Buying a franchise by wholly believing the words of 

the franchise sellers alone is not appropriate. He should find the facts 

about the franchisor from his other existing franchisees, if any.   

 

5) Consider and Read the FDD: The FDD (Franchise Disclosure 

Document) offers a  gold mine of  information like  bankruptcy filings  by  

the franchisor, litigations involving the company/its executives, type of 

training that franchisor will provide, common expenses, etc.  

 

6) Hire Professional Help: It is required that before buying anyone’s portion 

of business, one should know the financial position of that business. If one 

is not an expert in understanding the financial aspects, it is always 



  
 

 

advisable to hire a competent professional accountant. Similarly, an 

advocate to guide on legalities of a business also needs to be consulted.  

 

7) Practical Exposure: This is one of the best ways to see how a franchised 

business works from the inside and whether one’s personality matches 

with the target company culture. 

 

8) Cost and Benefit Analysis: Comparing the cost involved and benefits 

associated with the franchise is an important step.  Benefits need not be 

only in terms of returns on investment. There may be numerous other 

gains monetary as well as non – monetary.  

 

9) Enter Into a Deal With the Franchisor:  Finally, buying a franchise by 

signing an agreement with a selected franchise. 

 

1.8 FRANCHISOR – FRANCHISEE RELATIONSHIP 

Franchising is a relationship between two parties, the franchisor and the 

franchisee. It is different from most business relationships. There is an analogy 

to be drawn between parent – child relations on the one hand and franchisor - 

franchisee relations on the other. 

In the beginning of the franchise business, franchisee is like a child to the 

franchisor as he/she is dependent on franchisor’s support.  In the later stages 

franchisee gains experience and becomes less dependent on franchisor.  The 



  
 

 

best results can be obtained from franchising where care is taken by both the 

parties in the following manner: 

 

1.8.1 Care to be taken by the Franchisor 

1) Supplying complete and truthful information to the franchisee. 

2) Providing new opportunities to the franchisee boosts his confidence and 

involvement. 

3) Considering franchisee’s ideas and suggestions in the cases that affect his 

interest or geographical area.  

4) Continuous monitoring show a feeling of distrust in the mind of franchisor. 

This should be avoided. 

5) Many restrictions also spoil the relation between two parties. 

6) Providing all essential and adequate training and support in gaining 

knowledge about business operations from time to time is essential for a 

healthy franchisor – franchisee relationship. 

7) Support in the start up stage to the franchisee is required, especially during 

site selection, bargaining and setting a deal for buying a property, supplying 

equipments and inventory in time, advertising campaigns and promoting sites. 

8) Providing rescue measures for trouble shooting during problems faced by 

the franchisee in his business. 

 



  
 

 

1.8.2 Care to be taken by the Franchisee 

1) Comply with all the instructions given in the operations manual by the 

franchisor. 

2) Protecting and safeguarding the intellectual property of the franchisor.  

3) Providing regular information and performance reports as per required 

frequencies. 

4) Franchisee should be honest as far as reporting the business results. 

5) Franchisee should respect the franchisor’s advise, guidance and 

instructions. 

 

1.9 FUNCTIONING OF FRANCHISING 

The franchisor and franchisee have to understand that franchising works on 

three main ingredients; 

1) The product or a service to be sold. 

2) Marketing the brand. 

3) Operating system. 

 

1.9.1 The  Product or  Service to be Sold 

The product in franchise means a combination or a package of tangible item 

with the quality of service to sell it, the ambience of the place where it is sold, 

the after sale service, the process of sales, attention and interest shown by the 

seller and his employees at the franchise outlet, etc. Standardisation is the 



  
 

 

main factor that decides the success of any franchise. Customers see the 

franchisee as a replication and as a clone of franchisor.  

 

1.9.2 Marketing the Brand   

Brand is a main reason behind any successful franchise business. Consumers 

associate certain products with the brand and for them brand is a promise that 

the company makes to satisfy customer’s needs. A well marketed brand is a 

step towards growth and sustainability. Franchisor usually takes the 

responsibility of providing marketing services to the franchisee. At the same 

time, the franchisee has to make sufficient efforts in advertising the brand and 

keeping up to the promise that the brand makes.  

 

1.9.3 The Operating System  

The operating system of a franchise means the methodology that is applied in 

functioning of the business. A properly planned, executed, tested and proven 

system as against the improper and weak operating system makes a difference 

between the success and failure of the franchisee.  

        

1.10 FRANCHISING – THE GLOBAL PERSPECTIVE 

Entrepreneurs at the outset have realized that franchising is one of the fastest 

modes of expansion of business. As mentioned earlier, franchising originated 

in USA and today, the situation in USA is that, at every kilometre on the 

roadside one finds a franchise unit being operated. For a franchisor it is a 



  
 

 

move towards attaining globalization whereas for a franchisee it is an 

opportunity of getting into the field of entrepreneurship. International 

Franchise Association (IFA), is the world’s largest and oldest organization that 

represents franchising at the global level. As per IFA estimates, every year 

more than 800 companies are entering into the franchise system as franchisee 

units and around 100 franchisors seek the global expansion through this 

medium.  

 

1.10.1 TOP TEN FRANCHISE COMPANIES IN THE WORLD 

Table No. 1.1 provides a list of top ten franchise companies in the world 

followed by Table No. 1.2 which shows the details of the top ten ranked 

franchise companies and their ownership and franchise unit combination in US 

and in other countries.  

Table No. 1.1: Top Ten Franchise Companies in Global Ranking 2017 

Franchise Company  Rank  

7 – Eleven  1 

Mc Donald’s 2 

Dairy Queen 3 

Subway  4 

Dunkin’ Donuts  5 

Kumon Math & Reading Centers 6 

Krispy Kreme Doughnut Corp. 7 

KFC 8 

Pizza Hut 9 

H & R Block 10 

    Source: www.entrepreneur.com 
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Table No. 1.2: Details of Top Ten Global Franchise Companies  
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9 

1882

7 

Franchi

se in US 
11674 

1213

6 

1222

1 

1247

7 

1254

6 

1260

5 

1267

8 

1275

7 

1289

9 

1297

8 

1310

9 

TOTAL  

  

31177 

 

3196

7 

3215

8 

3273

7 

3351

7 

3448

0 

3489

3 

3568

3 

2652

5 

3650

4 

3701

1 

3 Dairy 

Queen 

Compan

y owned 
71 70 70 71 3 3 3 3 2 2 2 

Franchi

se 

outside 

US 

994 1068 1154 1293 1447 1665 1773 1943 2092 2248 2311 

Franchi

se in US 
4694 4551 4480 4451 4498 4548 4455 4442 4437 4461 4442 

TOTAL  

  

76688 

 
5689 5704 5815 5948 6216 6231 6388 6531 6711 6755 

4 Subway  Compan

y owned 
0 0 0 0 0 0 0 0 0 0 0 

Franchi

se 

outside 

US 

6923 7927 8920 9777 
1119

8 

1182

9 

1352

7 

1619

0 

1694

4 

1795

0 

1831

7 

Franchi

se in US 
21006 

2168

5 

2252

5 

2341

1 

2472

2 

2537

0 

2624

0 

2695

8 

2697

2 

2688

0 

2629

1 

TOTAL  

 

 

27929 
2961

2 

3144

5 

3318

8 

3592

0 

3719

9 

3976

7 

4314

8 

4391

6 

4483

0 

4460

8 

5 Dunkin 

Doughn

ut 

Compan

y owned 
0 0 0 0 0 0 0 0 0 0 0 

Franchi

se 

outside 

US 

1925 2219 2449 2669 3120 3110 3267 3172 3260 3368 3403 

Franchi

se in US 
5451 5863 6475 6566 6900 7090 7555 7821 8308 8573 8884 

TOTAL  

 

 

7376 8082 8924 9235 
1002

0 

1020

0 

1082

2 

1099

3 

1156

8 

1194

1 

1228

7 

6 Kumon Compan 31 30 20 30 30 30 27 28 34 30 32 



   
 

 

Math &  

Reading 

Centres 

y owned 

Franchi

se 

outside 

US 

24494 
2388

6 

2510

7 

2388

1 

2390

7 

2391

8 

2391

8 

2390

5 

2390

4 

2433

3 

2433

8 

Franchi

se in US 
1222 1235 1204 1288 1395 1495 1492 1451 1448 1478 1489 

TOTAL  

 

 

25747 
2515

1 

2633

1 

2519

9 

2533

2 

2543

2 

2544

0 

2538

1 

2538

6 

2584

1 

2584

9 

7 Krispy 

Kreme  

Doughn

ut Corp. 

Compan

y owned 
- - - - 0 93 93 103 114 113 - 

Franchi

se 

outside 

US 

- - - - 0 477 546 620 764 869 - 

Franchi

se in US 
- - - - 0 141 150 160 167 190 - 

TOTAL  

 

 

    0 711 789 883 1045 1172  

8 KFC US 

LLC 

Compan

y owned 
3187 3339 3801 4281 4225 4370 4659 5029 5258 5321 - 

Franchi

se 

outside 

US 

6700 7166 7482 7676 8353 8710 9158 9561 9998 
1056

7 
- 

Franchi

se in US 
4371 4387 4297 4307 4275 4321 4391 4285 4184 4064 - 

TOTAL  

 14258 
1489

2 

1558

0 

1626

4 

1685

3 

1740

1 

1820

8 

1887

5 

1944

0 

1995

2 
 

9 Pizza 

Hut 

LLC  

Compan

y owned 
2804 2638 2419 2068 1779 1835 1657 2011 2357 686 - 

Franchi

se 

outside 

US 

3802 4016 4221 4296 4570 4791 5396 5601 5911 8104 - 

Franchi

se in US 
6079 6223 6535 6917 7083 7121 7304 7355 7337 7335 - 

TOTAL  

 

 

12685 12887 
1317

5 

1328

1 

1343

2 

1374

7 

1435

7 
7612 

1560

5 

1612

5 
 

1

0 

H & R 

Block 

Compan

y owned 
0 0 8512 7228 6519 6588 6256 6165 6365 6614 - 

Franchi

se 

outside 

US 

0 0 503 555 558 470 492 517 536 630 - 

Franchi

se in US 
0 0 3999 4017 4317 4521 4567 4329 3899 3578 - 

TOTAL  

 
0 0 

1301

4 

1180

0 

1139

4 

1157

9 

1131

5 

1101

1 

1080

0 

1082

2 
 

Source : www.entrepreneurindia.com 

 

 



   
 

 

 

 

 

 

1.10.2 INTERNATIONAL FRANCHISE ASSOCIATION (IFA) 

IFA is the highest, largest and oldest organization representing the 

worldwide franchise system and activities. It works through its 

governmental relations and public policies, its media contacts and 

education programmes to protect the interest of franchisors and 

franchisees. IFA enhances the work environment for franchise business 

through constant efforts and research.  Its members are all the stakeholders 

of franchise business. IFA is a member of World Franchise Council. 

World Franchise Council is an entity that unites franchise associations 

from all over the world. IFA’s role is to recognise franchise associations 

that are part of the council.  Further, it introduces its members to the 

World Franchise Council.  Not all the countries across the globe have a 

franchise association. The ones which are recognised by IFA are recorded 

in the Table No. 1.3. 

Table No. 1.3 List of Franchise Associations across the Globe 

SR. 

NO 

COUNTRY NAME  OF FRANCHISE ASSOCIATION 

01 Argentina Argentinean Franchise Association (AAMF) 



   
 

 

02 Australia Franchise Council of Australia.(FCA) 

03 Austria  Austrian Franchise Association (OFV) 

04 Belgium  Belgian Franchise Federation (BFF) 

05 Brazil   Brazilian Franchise Association (ABF) 

06 Britain British Franchise Association (BFA) 

07 Canada Canadian  Franchise Association (CFA) 

08 China Chain-store and Franchise Association (CCFA) 

09 Colombia Colfranquicias (CCF) 

10 Croatia Croatian Franchise Association (CAF/FIP) 

11 Czech Republic Czech Franchise  Association  (CAF) 

12 Denmark Danish Franchise Association (DFA) 

13 Egypt Egyptian Franchise Federation (EFDA) 

14 European 

Union 

European Franchise Federation (EFF) 

15 Finland Finish Franchise Federation (FFF) 

16 France French Franchise Federation (FFF) 

17 Germany German Franchise Association (DFV) 

18 Greece Greek Franchise Association (GFA) 

19 Guatemala Guatemala Franchise Association (AGF) 

20 Hong Kong Hong Kong Franchise Association (HFA) 

21 Hungary Hungarian Franchise Association (HFA) 

22 India Franchise Association of India  (FAI) 

23 Indonesia Indonesian Franchise Association (AFI) 

24 Italy Italian Franchise Association (AIF) 

25 Japan Japanese Franchise Association  (JFA) 

26 Korea Korean  Franchise Association (KFA) 

27 Lebanon Lebanese Franchise Association (LFA) 

28 Malaysia Malaysian Franchise Association (MFA) 

29 Mexico Mexican Franchise Association (MFA) 

30 Netherlands Netherlands  Franchise Association (NFA) 

31 Newzealand Franchise Association of Newzealand (FANZ) 

32 Philippines Philippines Franchise Association (PFA) 

33 Poland Polish  Franchise Organisation  (PFO) 



   
 

 

34 Portugal Portuguese Franchise Association (APF) 

35 Russia Russian Franchise Association (RFA) 

36 Singapore Franchising and Licensing Association (FLA) 

37 Slovenia Slovenian Franchise Association (SFA) 

38 South  Africa Franchise Association  of South Africa (FASA) 

39 Spain Spanish Franchise Association (AEF) 

40 Sweden Swedish Franchise Association (SFF) 

41 Switzerland Swiss Franchise Association (SFA) 

42 Taiwan Association of chain and franchise promotion Taiwan 

(ACFPT) 

43 Turkey Turkish Franchise Association (UFRAO) 

44 Venenzuela Camara  Venezolana de  franquicias (CVF) 

Source: www.franchise.org 

Thus, in global perspective franchising is one of the fastest growing 

methodologies adopted in business. Franchise units are found on almost 

all streets and in towns and cities of the world. The situation is that 

franchising in today’s world is applied to all types of business and in every 

industry. 

 

1.11    FRANCHISING – AN INDIAN PERSPECTIVE 

Franchising is gradually entering the business world of India. Due to a 

large population and considerably well consolidated middle class groups, 

India provides vast scope to franchise system of business to spread its 

tentacles. Consumers in India are becoming more brand conscious and 

spare a considerable amount of their earnings for franchised brands. 



   
 

 

Franchising provides a readymade opportunity for development of 

entrepreneurship in India. It affords India an opportunity to build its 

commercial infrastructure and develop its domestic businesses in an 

efficient, profitable and pan-national manner9. Franchising is a practical 

way in which India can import the operation of foreign brands in domestic 

markets.  

Franchising entered India through education industry followed by the fast 

food sector. However, soon it was spread to several retail operations 

including health care. Today, doctors, couriers, chemists, clinical labs, 

saloons, florists, pre-schools, high schools, higher education, interior 

decorators, gyms, and spas also have successfully assimilated franchise 

mode of business expansion and entrepreneurship in India just as in other 

countries.  

Table No. 1.4 gives a list of Indian industries where franchising has 

proved to be a successful mode of doing business. It also gives few 

examples of brands that sealed great heights through franchising in India.  

Table No. 1.4: Industries and Popular Franchise Brands in India  

SR. 

NO. 

INDUSTRY  BRANDS  

 

01 Computer / IT Education NIIT, Aptec  

02 Primary Education Shamrock  

03 Restaurant and Fast Food Dominos , Naturals, Pizza Corner 

04 Bakery Foods Frontier Bakery, Monginis  

05 Greeting Cards Hallmark, Archie’s 

06 Retail Watches Titan, Timex 

07 Retail Shoes Bata, Liberty, Adidas 



   
 

 

08 Retail Clothing Pantaloons, Koutons, Raymond 

09 Retail TV and White Goods Videocon, LG Shoppe 

10 Retail Tyres MRF, JK Tyres, Ceat 

11 Medical Clinics Apollo Clinics 

12 Medical Laboratories  Dr. Lal’s Pathological Labs 

13 Chemists  Apollo Pharmacy  

14 Beauty Parlors/ Health Clinics Shahnaz, Personal Point 

15 Travel  Uniglobe Travel 

16 Florist  Ferns ‘n’ Petals 

17 Courier  Overnight Express, DHL, Blue Dart 

18 Laundry  Bandbox, Novex, Snow White 

19 Ice Cream Parlors Baskin and Robbins, Amul,  

20 Sports  Sporty Beans 

21 Hotel  Taj, Holiday inn, Lemon Tree 

22 Investment  Sher Khan, Anand Rathi 

Source: Taneja Satish (2008), www.franbs.com (2017) 

       

1.11.1 TOP TEN FRANCHISE BRANDS IN INDIA 

Franchise Asia, which is a part of Franchise Direct; the world’s leading 

franchise portal, has announced topmost franchise brands operating in 

India, as late as in 2017. Franchise Asia’s goal is to provide an efficient 

and reliable platform for aspiring entrepreneurs to connect with the 

franchisors seeking investors. Table No. 1.5 provides a list and details of 

Top Ten franchise brands operating in India as per the 2017 Report of 

Franchise Asia.  

Table No. 1.5: Top Ten Franchise Brands Operating in India  

SR. 

NO. 

FRANCHISE BRAND 

NAME 

ORIGIN YEARS  

IN 

INDIA 

INDUSTRY 

01 Subway USA 16 Food and Beverages 

http://www.franbs.com/


   
 

 

02 Aloha India Malaysia 15 Education and Training 

03 Baskin  Robbins USA 24 Food and Beverages 

04 Kidzee India 14 Education ( Pre – School ) 

05 US Dollar Store India 13 Retail 

06 Mc Donald’s USA 21 Food and Beverages 

07 Khadim’s India 22 Retail 

08 Prestige Smart 

Kitchen 

India 14 Retail 

09 Domino’s Pizza USA 21 Food and Beverages 

10 Bachpan (A Play 

School) 

India 13 Education ( Pre – School ) 

Source: India.franchiseasia.com  

 

1.11.2 FRANCHISE ASSOCIATION OF INDIA (FAI) 

Franchise Association of India (FAI) is an association for franchise sector, 

representing franchisors, franchisees and service providers to this sector. 

FAI was started in the year 2001 as a non-profit organization. The 

objectives of FAI are:  

1. To develop a strong franchise sector. 

2. To protect the interests of members of the association. 

3. To create awareness among consumers, Government and the business 

community about significance of franchising.  

4. To design practical and efficient services to its members so that they 

can effectively operate in the system. 

5. To organize franchise events so that members can get an opportunity to 

promote their talents as well as brands. 



   
 

 

6. To provide information to members on the latest developments in the 

area of franchising. 

FAI works effectively to ensure that all the activities that it undertakes 

benefit the members and their business at large. Membership of FAI is 

voluntary. Any interested organization or individual connected with 

franchising or otherwise can get the membership of FAI. Thus it includes 

franchisors, franchisees, their employees, lawyers, accountants, banks, 

consultants, academic institutions, and publishers as its members. FAI is 

the member of World Franchise Council and is associated with other 

franchising associations across the world. 

 

1.12 FRANCHISING IN GOA 

Goa, a three lettered tiny State, which is one of the smallest in geographic 

and fourth smallest in demographic distribution in the map of India, is one 

of the richest, two and half times higher in GDP of the country as a whole. 

Although the economy of Goa has been supported traditionally by 

industries such as mining, tourism, fishing and agriculture, a considerable 

contribution to the development of Goa has been done by every business 

enterprise and entrepreneur operating therein. More over franchising also 

has contributed its share. Franchising has made its way in the economy of 

Goa and is helping thousands of individuals in Goa to be their own boss. It 



   
 

 

allows them to materialize the idea of being the job providers rather than 

the job seekers.  

Initially, when Goa was new to franchising, it was NIIT, the renowned 

brand in education sector which imparted computer training, made its 

pioneering entry in Goa as a first franchised outlet. This entry was 

followed by another well known brand named Titan, which sold watches. 

Thereafter, one by one the brands started flooding the markets of Goa. The 

approximate year, in which franchising got introduced in Goa was 1982. 

Today, Goa has competitively acquired success in franchising in most of 

the industries. 

Table No. 1.6 gives a list of some of the successful brands operating in 

Goa across different industries. This list may not be a comprehensive, as it 

has been obtained through primary survey. The limitation with franchise 

system in Goa is that it does not have any concrete regulatory authority 

that maintains a database of all franchised units operating in Goa.  

Table No. 1.6: List of Brands Operating in Goa through Franchising 

SR. 

NO. 

 

NAME OF THE BRAND  INDUSTRY  

01 NIIT , APTEC Computer Education 

02 Baskin & Robinns Food and Beverage 

03 Monginis  Food and Beverage 

04 Pizza Hut Food and Beverage 

05 Kidzee , Eurokids Pre –school  

06 First Flight Courier, Blue Dart Couriers  

07 Kesri tours Tours and Travel 



   
 

 

08 Apollo pharmacy Health Care 

09 Dr. Batra’s clinics, Lal Path Labs Health Care 

10 Pastry Palace Food and Beverage 

11 Taj , Holiday Inn Hospitality  

12 Cotton King, Arrow Consumer Goods  

13 Amul , Kwality Walls Food and Beverage 

14 Coca Cola Food and Beverage 

15 79 Pets Shop Consumer Goods 

16 Addidas, Nike Consumer Goods 

17 Jawed Habib Saloons  

18 Sharekhan, Anand Rathi Investments 

19 Cambridge Schools Education  

20 Orra , Gitanjali  Jewelery  

   Source: Primary Survey 

As far as franchising in Goa is concerned, the State has adopted almost all 

types of franchise    systems. Goa has Master Franchising, Single Unit 

Franchising, Multiple Unit Franchising, Manufacturing Franchise, Service 

Franchise and many more. 

Franchising in Goa is practiced by several industries. They include 

Education, Food and Beverage, Consumer Goods and Service, Hospitality, 

Health and Beauty, Automobiles, Tourism, Couriers and even Sports. 

Goa practises franchising through international, national as well as the 

local brands. There are more than 200 companies presently operating in 

Goa through franchise mode of business. Thus, Goa is presently at a take 

off stage for the next stage of development through franchising.  

 

1.13 CHAPTER SUMMARY   



   
 

 

This chapter intended to provide a conceptual understanding of 

franchising. Considering the slow and steady spread of franchise mode of 

business all over the world and in India, the study highlighted the various 

dimensions of this business activity from its evolutionary period to the 

present stage. Further, the chapter has extended its scope to clarify the 

conceptual details of franchising and also differentiated it from the 

business concept such as distributorship and agency. The unit also covers 

the merits and demerits associated with franchise mode of business and its 

functioning. In order to reveal the realities in the field of franchising the 

research also has explored the various brands operating at the global, 

national and state level. Towards the end of the chapter various facts in 

regards to franchising as one of the mode of business in Goa has been 

studied. 
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2.1 INTRODUCTION 

Literature review is a text of a scholarly research reports, which include the 

theoretical view, summarised findings and the methodology used in arriving at 

those findings. It is the secondary source of information and is based on the 

survey of books, scholarly articles, research papers and reports already published 

elsewhere. Literature review bears a structure of an essay or summary which has 

an introduction, a main body which reveals the objective of the concerned 

literature surveyed, and the conclusion which reports the findings of the study 

with the methodology.  



   
 

 

In the process of research, it is utmost necessary to conduct a literature review as 

it helps in finding the research gap, avoids duplication of research, demonstrates 

depth of the researcher’s knowledge and builds a foundation and support to the 

current research undertaken.  

With the purpose of investigating into the roots of ‘Franchising’ and its 

contemporary issues a literature survey has been undertaken as a preliminary step 

to this empirical work. The reviewed literature has provided an in depth 

knowledge of the topic of study while enabling the location and contents that have 

remained un-researched during the past. It has acted as an important guideline for 

the present research undertaken. 

 

 2.2 LITERATURE REVIEW  

Franchising is the fastest growing method of business across the globe. It has a 

wide scope. Keeping in view this massive scope of franchising, the present study 

is an empirical work undertaken to explore following selected six broad areas.  

1. Legal environment of franchising. 

2. Growth of franchising. 

3. Socio – Economic development through franchising. 

4. Theories associated with franchising. 

5. Customer satisfaction in franchise business. 

6. Performance measure of franchise business.  



   
 

 

In order to understand the feasibility and the depth of the present study, following 

literature has been surveyed. The literature surveyed has been classified as per the 

six areas identified above. These areas form the core content of the present 

research. The literature that does not form a part of above areas has been 

classified as ‘Literature based on the other areas of Franchising’. Under each of 

the classifications, the literature has been further classified into Foreign Literature 

and Indian Literature.    

 

 

 

2.2.1 LITERATURE REVIEW BASED ON LEGAL ENVIRONMENT OF 

FRANCHISING  

 

A. FOREIGN LITERATURE 

 

1. Hurst Angela1 (1997),  mentions in a research conducted in United States of 

America, that the 1992 Iowa Franchise Law has been known to be the most 

controversial and restrictive part of the franchise legislations. The main 

purpose with which the research was undertaken was to determine the impacts 

of the 1992 Iowa Franchise Law and its 1995 Amendments on the restaurant 

franchisor’s expansion strategy, litigation with franchisee and operational 

changes. A sample of 36 franchisors was considered for the study. The 



   
 

 

research resulted in a conclusion that the aforesaid law does have an impact 

on the expansion strategy of those who responded, specifically in the area of 

granting new franchise units.  

 

2. Mrabet 2(2005), calls Franchise as a magic formula which every businessman 

would like to have to achieve success in business.  However, the theory is 

that, for success in franchising, the franchisor has to transfer initially the 

essential elements of such business to the franchisee. Further, there should 

exist co-operation, trust, loyalty and good faith among franchisor and 

franchisee to establish a fruitful relation for both. This process is not easy to 

establish. In fact, both the parties may have different interests and this may 

cause conflicts.  To solve this problem of conflicts, this study suggests that, a 

draft of contract should be carefully worded with all elements prescribed in it.  

Clarity with respect to all the responsibilities of both the parties is 

recommended to be included in the contract.  

 

3. Windsperger3 (2006), examined the theoretical framework of property rights. 

The study focus on intangible assets involved in franchising. It is based on the 

theory that the party which has greater access to intangible assets should be 

the one who should have more right in owning the unit and sharing the profits. 

There are two intangible assets used in franchising.  The local market 

knowledge and the managerial talent. As per the theory, since the local market 

knowledge is more with the franchisee and managerial talent is also expended 



   
 

 

by the franchisee in running the franchise unit, he/she is more rightful to have 

the ownership of the unit. The findings of the study are on par with this 

theory.  

 

4. Alam4 (2007), explains franchising as a form of co-operation between two 

parties that is, the franchisor and the franchisee. It is a conceptual study, 

where the author clarifies certain features specific to the franchise business. 

He states that the franchisee is restricted by way of agreement, from adopting 

any market changes. The main objectives of this study were to understand the 

franchisees’ perspective in the business and also to study the level of control 

exercised by the franchisor. The study is conducted among the retail stores in 

fashion industry as it is more adaptive to changes in the market and the case 

study method has been applied. Findings of the study state that the franchise 

agreement is the final and central control point through which the franchisor 

exercises control over his franchisee units. The franchisee has a negligible 

right to change the merchandise supply, interior looks of his store or any 

marketing strategy.  

 

5. Jonathan5 (2007), studied the effects of contract regulations in franchising. 

The study mentions that in the absence of effective control through 

monitoring and providing incentives, franchisees may attempt to free-ride.  In 

spite of control and incentives, if the franchisees do not stop free-riding, the 

franchisor may terminate the contract. This is a justifiable situation for 



   
 

 

termination.  However,  there  are times  when franchisee is  performing well  

but still  the contract  with  such franchisee gets  called off. The reason being 

that the franchisor wants to acquire that unit as it is profitable. This is an 

injustice on the franchisee who has worked for the growth of such unit. To 

avoid this, the regulation was passed in IOWA law in United States which 

would protect the interest of the franchisee. The result of this study showed 

that after IOWA law was enacted there has been a drop in the rate of granting 

franchise. Instead, the entrepreneurs set up the company outlets.  Similarly, 

the employment rate was found to be lesser as compared to the employment 

prior to introduction of IOWA law.  

 

6. Buchan6 (2008), states that, like any commercial entity, a franchisor may 

become insolvent. He further analysed the position of a franchisee in such a 

situation. The study makes a mention of Australian insolvency law that treats 

the franchisee as merely a party to a contract. This fails to acknowledge the 

role of franchisee in the business of a franchisor. Thus during insolvency of 

the franchisor, a franchisee may find it difficult to survive. 

 

7. Buchan7 (2009), mentions in a research that the key commitments between 

franchisors and franchisees are included in the franchise agreements. Before 

entering into the agreement  the  franchisor is obliged  to  provide  the  

franchisee with pre-contractual  disclosure  which complies with  the code  of  

conduct  to be followed  by both parties  in franchise business, as well as, it 



   
 

 

should give an idea  about  the network  of the  franchisor, financial status of  

his business and legal fitness. The study further specifies that the selected 

place of study i.e. Australia, does not have a special law to regulate 

franchising therefore it relies on the contract law which is common law for 

franchise business. Therefore, the agreement signed between franchisor and 

franchisee is treated as the key document. It is normally assumed that the code 

i.e. the agreement protects the franchisee from most likely risk areas.  

 

8. Espinoza8 (2009), deals with a concept called Encroachment in franchising. 

Encroachment is explained as a phenomenon that occurs when the franchisor 

expands the chain network beyond a particular point in the same geographical 

territory. This expansion negatively affects the existing franchisee in that area 

whose performance diminishes as the customers get distributed. This in turn 

affects the overall performance and growth of franchising. The study also 

reflects on how the courts should deal with this type of acts of the franchisor 

to save the interest of the franchisee who may face loss especially when 

franchise regulations are absent in the country. 

 

9. Argyres9 (2010), analysed the impact of Efficiency and Bargaining power on 

contract structure in franchising. The study focuses on measuring the 

determinants of contract rights that are important in a business format of 

franchising contracts. The determinant  factors used in the study are contract  

duration,  franchisor’s  rights  to control  competition  from other  franchisees  



   
 

 

and the franchisor’s right  of  terminating the franchise relationship with the 

franchisee before the  end date of contract. The study relies on a sample of 

154 franchisees, from quick-service restaurant chains, automobile service 

sector and home maintenance industry. The statistical tools used were 

descriptive statistics, correlation and regression analyses. Findings of the 

study revealed that there is a high positive correlation between total units 

owned by the franchisor and his brand name value and the bargaining power 

affects the important provisions regarding the contract duration and 

franchisors control over competition from other franchisee. However, neither 

the efficiency nor the bargaining power explains the franchisor’s right to 

terminate the contract of franchise.  

10. Grueneberg10 (2010), analysed the requirements in regulation of franchise 

business. The study evaluates, the extent to which, having a complete law can 

protect the interests of the franchisor as well as franchisee and how there 

should be a safety and clarity observed between the two parties to franchise 

business. The study also specifies the contents of Franchise Disclosure 

Document (FDD) and the necessity of it. It further states the consequences of 

violating laws and elaborates on various issues which can be handled when 

there is a law to regulate franchise business.  

 

11. Min11 (2010), analyses the effect of adherence to labour standards regulations 

in USA on franchising. The study says that there is comparatively a lower 

reliance on incentives at franchisee owned unit than at the company owned 



   
 

 

ones. This is because the franchisee is more concerned about the profits at the 

unit level by curbing expenses. However, the franchisor’s profitability 

depends on the profitability of each of his franchisee units.  

 

12. Mseddi12 (2010), undertook a research work in Tunisia to study the 

franchising network control system. The study intended to understand whether 

franchising leads to loss of control in the business. The qualitative methods 

have been applied to the study. This research focuses on constructing a 

research model describing the control system implemented in franchising. The 

main aim of this research was to describe, examine, understand and explain 

the control system of franchise network. The results of the study may help 

managers to take decisions related to the option of franchising by showing in 

particular that, franchising does not cause necessarily a loss of control. 

  

13. Moor13 (2011), highlighted the basic legal aspects that the business owners, 

officers, directors and other persons involved in franchising should consider 

while expanding their businesses through franchising. The concepts such as 

sale of franchise, state registration, annual updates, material changes, 

marketing material, document retention, relationship laws, etc. have been 

explained in the study. 

 

14. Emerson14 (2015), compares the South Africa’s franchising regulations with 

the other countries’ franchise laws with a special reference to franchisee as a 



   
 

 

customer. The study examines the key factors of the law of franchising in 

South Africa such as cooling periods in franchise agreements and penalty for 

violation which together differentiate customer rights orientation of the South 

African Law from that of the other key countries. Findings of the study show 

that the franchise sector was first regulated in 1970s in USA and Canada. By 

1990, France and Mexico joined the count. Further by 2000, 13 more 

countries had enacted franchise legislations. This list includes countries like 

Australia, Brazil, China, Taiwan, Indonesia, Romania, Malaysia, Spain, etc. 

The study investigated that currently over 30 countries, representing one third 

of the nations, where franchise business operates, have enacted specific 

franchise laws and these franchise regulations vary from country to country.  

15. Emerson15 (2015), in yet another study, explains the origin and application of 

moral rights and further explains the ways to include it in franchise law. The 

study focuses on certain topics such as current franchise business models 

favouring franchisors, problems existing with the trademark regulations of 

franchise brand, frauds in franchise contracting, encroachment of the 

franchisee territory, abuses and uncertain terminations by the franchisors.  

 

 

 

B. INDIAN LITERATURE 

 

1. Chakraborty16 (2009), elaborated on the concept of franchising in India with 

special reference to its future. According to the author, franchising is used by 

many companies to take advantage of India’s wide market. Franchising in 



   
 

 

India is growing slowly. There are no specific legislations to regulate 

franchising. The study remarks that, lack of a comprehensive legislation on 

franchising in India, leads to applicability of multiple laws to a franchise 

business. It is the requirement of the hour in India to have a special law for 

regulating franchise business. India must develop the foresight to view 

franchising as a generator of employment and revenue and therefore, study 

recommends providing a congenial legal and business environment for 

healthy franchise operations in India. 

 

 

 

2.2.2 LITERATURE REVIEW BASED ON GROWTH OF 

FRANCHISING 

  

A. FOREIGN LITERATURE 

 

1. Choo Stephen17 (2001), in his study analyses four different foreign 

franchisors to understand how a franchisor should approach and compete 

successfully in East Asia. This study has made a significant contribution to 

identify a unique form of master franchising in East Asia. It also develops a 

conceptual model displaying six key categories and success factors for 

International Franchising in East Asia. 

 



   
 

 

2. Risnere18 (2001), discovered the strategic factors that determine the success  

or  failure of American fast food franchises in Brazil  and  analyses the 

cultural role of the  factors. The study is qualitative in nature with four 

franchisors being interviewed. The results indicated that there are some key 

factors relevant to enter the Brazillian market using franchise network. The 

factors are product, operations, store layout, training and marketing approach. 

Further, culture has an impact on each of these factors in deciding the success 

of franchising.  

 

3. Azevodo19 (2003),  studied the system of  providing  alliances or engaging 

into different type of networks  specifically in beverage industry and found 

that these companies  use such type of networking  in order to overcome the 

shortcomings with respect to resources, gaining competitive advantage and 

reducing the risks. The data for this study relates to Coca Cola network of 

franchisees in Brazil was collected using a semi-structured questionnaire.  

This data has been analysed as per a theoretical framework based on literature 

reviewed.  The results reveal new relational aspects, which are useful in 

strategic planning of the firms. The study concludes that such networks are 

relevant in exploiting synergies of cost and resource sharing which could 

neutralise socio-economic macro environmental threats to these firms.  

 

4. Ehrmann20 (2003), Explores the reason for the franchisors’ intention to 

combine franchisees and company owned units while they structure their 



   
 

 

distribution network. The study analysis and explains the way in which the 

franchised  units outperform the company owned stores  if one  considers 

factors  such as Cost reduction, Quality enhancement, Stimulation of Growth 

rate and Control optimisation with respect  to Risk. The study is analytical. A 

sample of 925 franchised units is chosen and the data has been analysed using 

one way Anova, correlation and regression. The research concludes that 

franchising has an ability to benefit both the franchisor as well as the 

franchisee. It helps them in not only at the introductory stages but also the 

growth and maturity stages.  However, the plural form i.e. company outlet 

strategy of expansion is more beneficial option for long term success for a 

franchisor. 

5. Moor21 (2003), says that a type of franchising known as ‘Business Format 

Franchising’ is successful since the franchisor prescribes the formula of 

operating the franchisee business. Manuals and instructions are issued to the 

franchisee; uniformity is built and prescribed in the contract itself. A sample 

of five different franchised units is evaluated to check  the  level of franchisor 

control and the franchisee’s output and found that the  quality  of product, 

quality of service,  time consumed  in service and standardisation of  looks  of  

store, whenever all these factors  are  focused  in business format franchising 

are found  to be a  reason  for success. 

 

6. Ehrmann22 (2005), Explored various reasons for franchisors to enter into 

franchise network. According to this study, franchising initially exists because 



   
 

 

franchisor achieves the benefits of Hybrid form. It provides benefits such as 

reduction in the agency cost, sharing of risk and overcoming the problems like 

resource scarcity. The study also analyses the operations of Plural form of 

business where companies, instead of letting out franchises, prefer to function 

through an ownership outlet.  The two forms are compared, with respect to 

different factors such as profitability, cost, innovation, speed, quality, inter 

firm competition, etc.  The conclusion being that Franchise mode of business 

or hybrid form of business achieves added advantages and speedier growth.  

 

7. George23 (2005), examined ownership structures of franchise chains and 

evaluated their impact on the profit earned by franchisor.  Pure forms of 

franchising were compared with those which use combination of company 

stores and franchised units, this phenomenon is termed as plural form. 

Theoretically such arrangements i.e. plural form is supposed to provide low 

risk, faster growth, greater total quality and reduced business risk. Results 

show that the company owned business stores provide more profits to the 

franchisor than the profits generated by franchisor through franchisee outlets. 

In case of plural form, the loss from franchised outlets is compensated by 

profits of company stores. 

 

8. Ohlsson24 (2005),  states that  the success of  franchise  system depends to a 

great extent  on the compliance of  the  business  concept. Franchisor should 

restrict the franchisee in certain aspects; however, certain amount of freedom 



   
 

 

has to be allowed to the franchisee to manage his business.  The study, 

discusses about the design a franchisor should frame within which his 

franchisees should operate. This study was based on literature review.  The 

results state that  franchisors  strive to exercise  a control over the functioning 

of franchisee through  use of  action  control  in the form of manuals  and 

franchise contracts that restrict  them as well as  clarify the expected 

behaviours. Franchisors also tend to use personnel control during grant of 

franchise to a particular franchisee at the recruitment stage. 

 

9. Erik25 (2006), analyses a problem of a restaurant in Helsingborg.  This 

restaurant named ‘Dual Nation’ is an established and successful restaurant in 

the city.  It wanted to go for an expansion through franchising as a mode of 

expansion.  The study was purely a qualitative.  It analysed the effectiveness 

of franchising as an option to grow.  The  result  of  the  analysis was  that the 

selected  restaurant is not yet ready to go for  franchising, as they  yet  to  

decide  upon  the  method  of  franchising.  

 

10. Hoon-Ku26 (2006), undertook a study  with  a  purpose  to  explore  a  model  

that examines the  relationship  among  the external environment, 

entrepreneur’s strategy, mechanistic-organic structure and the financial 

performance of the restaurant  franchisors  from the perspective of the  

franchisees.  Structural Equation Modelling was employed to develop the 

modes. It indicated that franchisor’s external environment forces such as, 



   
 

 

competition, politics, price wars, technology are having negative effect on 

franchisee financial performance.  

 

11. Sequeira27 (2006), mentions that the internationalization of companies is 

important for the development of a country. This study has been undertaken in 

Brazil. Brazil is the third biggest worldwide franchise markets. The main 

objective of this study was to understand the internationalization of Brazilian 

franchisors. Techniques of descriptive statistics, multivariate analysis and non 

parametric statistics were used. The results demonstrated that range of store 

experience and geographic dispersion in domestic market are some of the 

factors that influence the attitude of franchisor towards internationalization.  

12. Windsperger28 (2006), argues that a franchise that works successfully is 

eventually going to be converted into a company owned unit. This means, if 

any franchise is successful and having a considerably good results in the 

market, the franchisor buys back that franchise to earn the total revenue rather 

than contented with the franchisee fees and royalty.  

 

13. Barme29 (2007), nails a fact that education and exchanging the experience are 

most important factors for achieving success in franchise business. Therefore 

franchisors try to develop upon their level of education and exchange of 

experience.  The  research question  that was  dealt  in  this study is,  whether 

education  and  exchange of  experience can  be improved  by way of E-

Learning ? The objective of this study is to investigate whether it is possible to 



   
 

 

complement education and exchange of experience with the help of E-learning 

methods and if it is possible then identify the suitable E-Learning platform. 

The study relies upon the qualitative interviews conducted with six franchisors 

from retail sector. The study concludes by specifying the willingness of 

franchisors to adapt to the E-Learning procedures. Thus the study suggests use 

of ADDIE (Analysis, Design, Development, implementation, Evaluation) 

model which is a generic process used traditionally by the instructional 

designers and training developers. There are five phases in this model of 

learning. These are analysis, design, development, implementation and 

evaluation. It is one of the dynamic and flexible training and development 

support tools. However, the study also recommended the use of Web Based 

Training (WBT). Further, the study makes it clear that the sharing of 

knowledge or experience can be only complemented by E-Learning 

methodology. However, the base of the education and experiences has to be 

shared with personal interaction of franchisor with franchisee. If not personal 

interaction, at least the solution could be Web Asynchronous Classroom 

(WAC) that focuses on communication of important skills in a chat room or 

forum that is suitable for sharing of experiences.   

 

14. Fausta30 (2007), states that franchise is one of the possibilities through which 

an entrepreneur can globalise his brand.  This thesis  is aimed at evaluating  

peculiarities of a music school named ‘Yamaha music School’ located  in 



   
 

 

Lithuania and at exploring the possibility  of applying franchise  mode of 

business to the selected educational institutions.  

 

15. Lidberg31 (2007), explores franchisees as a new segment for Swedbank in a 

qualitative study on banks approach towards market segmentation. The study 

relates back to the last two decades from where the finance industry has been 

undergoing a process of transformation set off by deregulation, 

internationalization and technological changes. Swedbank intended to 

segment their market so as to cater to its customers in a best possible manner. 

One of the methods adopted to segment the market by Swedbank was to grant 

franchise and this was the research problem explored in this study. It 

developed a deeper understanding of functioning of banks under the franchise 

system. The study concluded that the segmentation using franchise mode of 

expansion was not finely tuned to penetrate the market. The bank needed to 

adopt simple methods of relationship marketing. Similarly, it was 

recommended that the bank needs to offer all the motivating packages of bank 

products/services early in the franchisee startup stage which will help in 

attracting more franchisees in future.  

 

16. Parry32 (2008), evaluated the introduction and launch of McDonald’s product 

named Arch Deluxe hamburger which was targeted to adults.  The study 

evaluated this launch phase with respect to the marketing strategy, company 

skills, resources and brand positioning. The study also provides the detailed 



   
 

 

history of McDonalds along with statistics related to its turnover, customer 

visits and number of restaurants in U.S. network. 

 

17. Thorszelius33  (2008),  analysed the communication in franchising between  

two parties  and its impact on  strengthening  the franchise  relationship,  

concept and brand.  The study used qualitative method by adopting interview 

as the source of data collection.  The study states that in franchising, 

understanding of the concept and having a cordial relationship between 

franchisor and franchisee is vital for the success. As per the findings of the 

study, the most demanded and utilized method of internal communication is 

Intranet, personal contacts and meetings. 

 

18. Vries34 (2008), investigated into a case of a dance club from Netherland, 

which was intended to opt for franchising. The study was aimed at finding out 

whether Sustainable Dance Club (SDC) is ready to go for international 

franchising. The study is based on qualitative methods and explores the 

benefits of franchising at an International Level. In order to justify these 

benefits, the examples of established franchises have been considered. These 

include McDonalds as one of the franchise giants in USA.  

 

19. Campbell35 (2009), states that, those companies which intend to operate 

multiple business units and serve in diverse markets prefer to expand through 

a chain.  These organisations operating across different locations are called as 



   
 

 

market-type dispersion. It claims that, wherever the market type dispersion 

prevails, there are primary control problems. This study further considers 

franchising as a proxy, through which firms rely on delegation of authority 

and on providing incentives in order to minimise the control problems in 

market type dispersion. The study has analysed all the convenience stores in 

USA. Findings of the study indicate that market-type dispersion is positively 

associated with the decision to franchise a store as well as the extent to which 

franchising is used. At the store level i.e. unit level analysis, a fixed-effects 

Logit model is used to explore the decision to franchise. These results also 

show a positive association of franchising with the high need of market type 

dispersion. 

 

20. Jose36 (2009), studied the motives behind acquiring a franchise by the selected 

Spanish franchisee. The questionnaires were sent to 992 franchisees. Out of 

these franchisees only 220 responded.  Chi Square Statistics were applied to 

the data and as per the response the factors of priority were ranked. The 

findings showed that  franchisee  mostly preferred a  franchise  because  it is a 

proven business format, in which one  gets a  start up  support, established 

name,  training, faster development and an  ongoing support. 

 

21. Lavonen37 (2010), examines franchising as a possible growth strategy for a 

selected clothing store named Aku & Ada. The study aims at finding out 

whether franchising could be an option for this business for expansion at the 



   
 

 

stage of an infant. The research was a qualitative attempt of studying the 

status of the selected firm. It is concluded by the researcher that the selected 

store is still in an early growth stage and that the expansion through 

franchising is not recommendable at this stage. Whereas, when the time would 

be more favourable, franchising could be an option.  

 

22. Bin38 (2011), investigates into various reasons for the multinational 

companies to enter into franchise network. The study also analyses the 

possibility of conflict and the related issues between the parties to a franchise 

business. Further, it recommends the ways to solve the conflicts of interest 

that arises between franchisor and franchisee during the course of business. In 

the conclusion, the researcher explains the specific steps a franchisee can take 

in order to meet the network expansion challenges in franchising. 

 

23. Dildar39 (2011), explained the reasons justifying choice of franchisor in 

opting for a single unit and multi-unit franchising by applying a comparative 

case analysis method to two selected franchise companies, out of which one 

applies the single unit franchising and the other operates multiple franchise 

units. Certain factors such as, monitoring cost of franchisor, franchisor system 

specific assets, financial resource scarcity, franchisee’s local knowledge are 

found to have a positive impact on franchisor’s choice for having multi-unit 

franchising network or single unit franchise system; except for the fact that the 



   
 

 

system specific assets of the franchisor does not support the single unit 

franchise choice of the franchisor. 

 

24. Vedat40 (2012), examined the working of the franchise sector and also 

determined the factors that significantly contribute to an increase in franchise 

contracts. The study is based on secondary data from Turkish Franchise 

Association and multivariate regression models are used for the data analysis. 

Quantitative data such as initial fees, number of employees within parent 

company, number of employees within franchise system, age of franchising, 

age of parent company, etc. have been obtained from the database and used in 

the study. The collected data are grouped into three categories. They are food 

industry, service sector and stores. The factors stated above are found to be 

significantly affecting the growth of franchise business, except for, initial 

investment, which is found to be insignificant in the growth of food industry.  

 

25. Olabanji41 (2014), explored the factors influencing entrepreneur’s choice of 

franchising as a business model selecting a case in South Africa related to 

establishing a fast food business. The study is a qualitative research based on 

the survey method. The data was collected through interviews where the 

respondents were asked to mention the factors that influenced them to opt for 

franchising rather than to start their own business. It was understood from the 

analysis that factors such as training provided by franchisor, financial 

assistance, cost of starting business, lower risk of failure, operating benefits, 



   
 

 

managerial advice and support and independence of ownership are some of 

the influencing factors in buying a franchise. The study also focuses on 

managerial skills required to be present in an individual to take up the 

franchise. These skills are specified in the study as, risk aversion skills, coach 

- ability skills, planning skills, interpersonal skills, conceptual skills, 

knowledge of competitors, surviving in strict competition, business 

knowledge and ambition of doing business.  

 

26. Schaper42 (2014), provides an overview of the development of the franchising 

in Australia. The study provides details on history of government policy 

responses and the evolution of regulatory framework of franchising in 

Australia. It also explains the emergence of franchise associations and 

research and education in the selected field of franchise study. According to 

the findings of the study, franchising existed in Australia by the end of II 

World War. Initially, the activity started with automotive petroleum and later 

the fast food sector. It has been reported in the study that, by 1992, there were 

around 450 franchise systems operating in Australia and by 2002 their number 

had grown to 700. The latest year that the study reports is 2012 when there 

were 73000 franchise outlets. As per the study report, Australia had its 

nationwide Franchising Code of Conduct in the year 1998.  

 

27. Emerson43 (2015), studied the impact of political statements made by the 

franchisor on the brand value of the company. The author considers four cases 



   
 

 

in USA in regards to food restaurant franchisors that were caught into the 

controversies as they had made certain statements in the media about political 

authorities, rituals or religion. Study showed that such a controversy has 

always harmed the brand name of the company. This has affected not only the 

franchisor’s business but also the franchisee’s operations. Loss of customers, 

drop in the sales transactions, bad name, distrust by the society are some of 

the effects that the franchise system may go through in the case of any 

political, religious or discrimination related controversies created by the 

franchisor or any executive related to the franchise system.  

 

 

 

B. INDIAN LITERATURE  

 

1. Sheshadri44 (2002), investigated into the concepts such as internal and 

external agency tradeoffs in franchising. By internal tradeoffs, the author 

means that the company owned units employ managers and these managers 

act as internal agents whereas external agency tradeoffs refer to agency 

through franchising. The internal and external tradeoffs system affects the 

growth of franchise system and share of the company outlets. The study uses 

structural equation model in LISREL 8.3, with a sample of 150 franchisors. 

As per the study it is found that growth rate of the firm as well as the share of 

the company profits are positively influenced by the internal agency tradeoffs. 



   
 

 

In case of external agency tradeoffs, it has a positive influence on the growth 

of the company; however, not on the share in the profit. 

 

2. Raji45 (2006), analyzed the relationship between dual distribution system and 

the intangible value of the firms by considering selected restaurant chains. The 

author states that the business format franchising as a prominent example of 

dual distribution system where a franchisor gives license of operating through 

his brand as well as own some units himself. The study uses the panel data on 

55 publicly listed U.S. restaurant chains for the period from 1992 to 2002 and 

uses probit analysis on the same. The intangible value of the firm is measured 

by its Tobin’s Q, which is, the market value of its outstanding stock and debt, 

divided by the replacement cost of company’s assets. It is observed from the 

analysis that, the firm’s age, advertising, financial leverage and financial 

liquidity have a significant influence on the relationship between dual 

distribution strategy and intangible value.  

 

3. Indian Franchise Association Report46 (2007), provides an important piece 

of information on current trends in franchising in India. An extensive survey 

of 1500 franchisees across the country has been done by IFA with an initiative 

of students of IIM Bangalore to identify the opportunities and challenges of an 

entrepreneur owning a franchise. The report speaks about various aspects of 

franchise business such as franchise life cycle where it identifies five factors, 

franchisor - franchisee relationship, franchisee motivation, franchisor support, 



   
 

 

brand success and growth. This study was carried out with the help of online 

survey of different sectors and interview of 70 franchise units to analyse the 

philosophy of Indian franchise system. Statistical tools such as factor analyses 

and regression analyses were used. 

 

4. Singh47 (2012), studied the retail franchising and FDI policy in India. The 

study mentions that, India is ranked number one in retail business across the 

globe. It explains the concept of franchising, retail and FDI. It also highlights 

the recent trends of retail franchising in India. This is a theoretical exploratory 

study. 

 

5. Raghu48 (2003), depicts a picture of Indian franchising story stating that, 

franchising holds only 10 percent of the business in India as compared to 70 

percent in USA. The author says that franchising has a long way to go in 

India. Further he claims that education sector has a good fortune in India 

through franchising followed by the food, retail and healthcare sectors. The 

study relies on the data collected through interviews of franchisors in 

Bangalore city of India from education, retail, food and professional service 

sectors of franchise system. The study is a qualitative behavioural study, 

which remarks on franchisor – franchisee relation in respect of franchise 

business in Bangalore.  

 



   
 

 

6. Porwal49 (2016), studied the viability of various franchising business models. 

The main objective of the study was to study the applicability of various 

franchise models. The research attempted to analyze the success and failure 

factors from franchisee point of view. The study also brings out the franchise 

buying guidelines for a layman who aspires to buy a franchise. The sample 

comprised of 55 different categories of franchisees like cartridge refilling, 

computer training institutions, car care, inter cyber cafes, etc. Both, master 

franchise and unit franchise models have been included in the survey. COCO 

models are not considered in the survey. Statistical tools such as descriptive 

statistics and Karl Pearson’s coefficient of correlation are applied for the 

analysis. 

 

2.2.3 LITERATURE REVIEW BASED ON SOCIO-ECONOMIC 

DEVELOPMENT THROUGH FRANCHISING  

 

A. FOREIGN LITERATURE 

 

1. Eduardo50 (2002), mentions that it is common that in allocating highway 

franchising, the lowest cost bidder is the winner of the contract. The study 

focuses on how the participation of developers in the auctions affects 

equilibrium tolls and welfare. It has been found that, large developing 

companies bid more aggressively than those companies who do not own land 



   
 

 

and allowing the large developers to participate in auction leads to lower tolls 

and higher welfare in the states. 

 

2. Ortiz51 (2002), Examines whether the professional sports franchises and 

professional sports stadiums have any effect on employment in the city of 

Brazil. The data has been collected from the year 1979 to 1999 and analyzed 

by using Econometrics. The result of Econometric analysis suggested that 

considering four major professional sports like basketball, baseball, football 

and hockey, the franchising has a negative impact on the employment growth 

rate. However, building a new sports stadium for these sports in the city for 

the existing franchise or for attracting a new franchise has a positive impact 

on city’s employment growth rate.    

 

3. Reynolds52 (2007), conducted a research in United States of America on the 

economic impact of franchised business. The report stated various 

contributions of franchise business such as direct economic output, direct 

employment and direct impact of franchise business to particular line of 

business. The report shows a clear picture of U.S. in terms of franchise 

establishment, employment payroll, economic output and contribution to 

GDP. It further claims that in the year 2007, more than 825000 establishments 

directly and nearly 18 million indirectly provided nonfarm jobs for Americans 

and generated 2.1  Trillion of Economic output to the U.S private sector 

economy. 



   
 

 

 

4. Keizer53  (2008), undertook  a research  where the  question  was  posed  and 

answered as “to what extent  and in  what  ways  franchising  and micro 

franchising can contribute  to  structural  poverty reduction”. The study relates 

specifically to the State of Ghana. In the conclusion  the study  states that both 

franchising and micro  franchising create a win-win-win-win  situation with  

regards  to the franchisor,  franchisee,  customer  and the economy  at large.  

The study is based on qualitative methodology.  

 

5. Michael54 (2008), states that franchising has become a major method in 

business specially in the retail and hospitality industries and it has significant 

effects on the company strategy, growth and survival. The study provides a 

statistics regarding franchise network in U.S.A. It mentions that there exist at 

least 1500 operating franchise networks in U.S.A. which comprises 760000 

franchisees.  They provide employment to 18 million people. The research 

provides a new incentive system for the franchise system of business. It 

further recommends a dynamic system for franchise fee and royalty and 

introduces optimal conditions for royalty system franchising.   

 

6. Mohammad55 (2015), studied the potential impact of international 

franchising in promoting and developing tourism business in the kingdom of 

Saudi Arabia (KSA). Tourism Industry in KSA faced huge number of 

problems mainly related to the inadequate human capital and only few 



   
 

 

services available for tourists. Considering this to be the research problem, 

this study was undertaken. It aimed at evaluating the possibility of adopting 

international franchising having a proven business model that meets 

international standards. The study adopted two separate methodologies where 

in the first part, it analysed the qualitative data collected through interviews 

with officials and experts in franchising and tourism sectors. In the second 

part of the research the data was collected using two questionnaires, one from 

104 owners/managers of the franchises and second from 475 tourism 

businesses. The findings of the study indicated that international franchising 

can have a great impact on enhancing the intellectual capital of local 

businesses. It can contribute not only to growth of human capital and 

organizational capital but also improve their financial performance.  

 

2.2.4 LITERATURE REVIEW BASED ON THEORIES OF 

FRANCHISING  

 

A. FOREIGN LITERATURE 

 

1. Pareyra56 (2001), conducted a research on Auction Theory by studying ‘road 

franchising’ where it was found that in developing countries private financing 

has been used in road construction and operations. The study points out some 

of the problems associated with this system of road construction using 



   
 

 

franchising. At the other end, the study mentions the contributions of Auction 

Theory that are relevant to design an auction to franchise road construction. 

 

2. Windsperger57 (2002), in his research paper provides an explanation for the 

structure of ownership rights in franchising network and emphasise on 

intangible assets. The research is based on incomplete contracting theory. The 

author argues that the structure of ownership rights depends on the 

distribution of intangible assets between the franchisee and the franchisor. The 

study proves a hypothesis which says that “Higher the franchisors intangible 

assets in relation to the franchisee, more ownership rights should be 

transferred to him.” 

 

3. Fernando58 (2006), researched on the structuring of fast food chains. The 

study believes that there are two important sources of competitive advantage. 

These sources are distribution channel structure and management.  This study 

provides the reason for firms adopting franchising. A structural model was 

developed based on literature using the factors such as Resource Scarcity, 

Transaction Cost and Agency Theory. An in depth investigation was 

conducted by using the information of 88 fast food chains operating in Brazil.  

The study concluded in support of various theories and their impact on 

selected factors on the use of franchising. 

 



   
 

 

4. Hsu Li-Tzang59 (2007), emphasis the fact that, in the last few decades 

franchising has become a part of everyday life in United States of America. 

Many companies belonging to different industries have adopted franchising as 

a method of fast expansion. The main objective of this research was to 

examine how well the Agency Theory, Resource Scarcity Theory and Specific 

Knowledge Theory justify the franchising decision on one hand; and second 

to investigate whether franchising affects the market value and profitability of 

the restaurants. The researcher has used logistic regression model to identify a 

set of variables that the firms engage in franchising.  The results  indicated 

that  the  young and  growing  restaurants  used franchising  more in order  to 

increase  the flow of  resources  in  business.  The study used T Test and 

Multivariable regression models to  test  the financial performance of firms 

and it was proven that  franchised firms  have  a  better  financial  

performance  than  non franchised ones.  

 

5. Ilan60 (2008), conducted a study where a mention was made of Agency 

Theory and Resource Scarcity Theory.  The study examined the use of 

analytical techniques to develop a model that predicts the potential defaults of 

small business administration (SBA) backed loan issued to American 

Franchisees. Data for this study has been collected from 271 diverse U.S.  

Franchise chains and the findings of the  study  are supposed  to be used  as  

an important policy  tool that aids  franchisors,  franchisees, lenders, the SBA 

and other stakeholders  in  making financial decisions.  



   
 

 

 

6. Diaz-Banardo61 (2012), analyses three theories namely, Resource Scarcity 

theory, Agency theory and Plural form theory to explain the franchising 

phenomenon. This qualitative research has been conducted among the 

franchisors in Spain. Each theory is found to have its impact on the 

operational efficiency of the franchise business. 

 

7. Fadairo62 (2012), used Signalling Theory in one of his working papers. The 

paper dealt with the significance of Signalling Theory and its adequacy in 

understanding the organizational choices regarding the ownership structure of 

franchised network in emerging markets. Analysis has been done with the data 

collected from 179 franchise units in the retail and service sectors using 

structural equation modelling.  

 

8. Mignault63 (2012), explores the functioning of franchising. The study 

highlights various types of agreements that are used in franchising and the 

factors considered by the franchisor to make the choice of these agreements. 

The research is based on the qualitative methods of collecting data. The 

theories like Agency Theory, Resource Scarcity Theory and Plural Form 

Theory have been thoroughly explored to understand various types of 

relationships in franchising.  

 



   
 

 

9. Perrigot64 (2012), focused on the corporate social responsibility (CSR) within 

the franchise business. The study also makes a mention of Regulation theory 

and Transaction Cost analyses. The study shows a relationship between the 

size of the network of franchise business and the extent of the Corporate 

Social Disclosure (CSD) on franchise websites. The study is based on the data 

collected from 136 franchise chains from France. Findings show that, 83.03 

percent of these franchisors communicate about their CSR activities to their 

stakeholders over their websites.  

 

10. Goreovaia65 (2013), identified the factors that make a need to have 

knowledge transfer strategy in franchising. The study is based on Knowledge 

Sharing Theory. It states that the transfer of knowledge among the parties to 

franchising is a key to their success through gaining the competitive 

advantage. The data for the study is taken from 52 franchise units from 

Austria and analysed using OLS regression analysis. In conclusion the study 

explains that if the knowledge transferred is tacit, the franchisor uses HIR ( 

High Degree of Information Richness) and if the knowledge is non-tacit, the 

franchisor uses LIR ( Low Degree of Information Richness).  

 

11. Kicker66 (2013), explores the impact of firm’s strategies on the size of its 

franchise network. The study is based on Agency Theory where, the principal 

– agent relationship is the base. The study locates franchise firm’s strategies 

with respect to royalty rate, advertising fees, franchise fee, initial investment, 



   
 

 

percentage of owned outlets, complexity of business concept, concept 

development time, qualification of franchisee, structural flexibility and two 

control variables such as age and size of the organization. The study uses 

secondary data drawn from Bond’s Franchise Guide. The sample size selected 

for the research is76 franchisors. The results indicate that, higher royalty rates, 

higher advertising fees, smaller percentage of owned outlets, greater 

complexity of business concept, longer concept development time, greater use 

of qualification procedures and more structural flexibility are associated with 

larger franchise network size. However, the franchise fee and initial 

investments are negatively related to the franchise network size. 

 

12. Mishrea67 (2017), provides a glance of various theories of franchising. 

Theory of franchising is the base to understand the reason for some companies 

to prefer to have chain of franchised outlets whereas other companies hold on 

to the chain of ownership units. The study discusses various theories 

applicable to franchising. These theories include Agency Theory, Resource 

Scarcity Theory, Transaction Cost Theory, Theory of Entrepreneurship, 

Signalling Theory and Search Cost Theory. The basic aim of the research is to 

know the reasons, firms opt for franchising. 

 

 

2.2.5 LITERATURE REVIEW BASED ON CUSTOMER 

SATISFACTION IN FRANCHISING 



   
 

 

  

A. FOREIGN LITERATURE 

 

1. Ghulam68 (2014), studied the impact of service quality on customer 

satisfaction in higher education institutions considering a case study of Gomal 

University in Pakistan. This study is carried out with a sample of 200 students 

from the selected university to understand their satisfaction as per 

SERVQUAL model. It tries to find out the impact of service quality on 

customer satisfaction in an education sector. Pearson’s correlation and 

regression has been applied for data analysis. As per the results, there is a 

significant relationship between tangibility and assurance as the sample 

population considers them important for improvement of service quality in 

universities as they take into consideration these factors before enrolment into 

a university.  

 

B. INDIAN LITERATURE 

 

1. Merchant69 (2010), evaluates the concept of brand franchise with the help of 

a case study analysis, in India. The basic purpose of this thesis is to 

understand how important is the ‘brand franchise’ in the passenger car market 

of India. It further investigates whether a strong brand image can influence 

customer satisfaction and provide a benefit to the manufacturer. A sample of 

125 customers has been chosen for data collection. The study also has taken a 



   
 

 

sample of six auto companies. The conclusion derived from the study is that, 

the brand franchise is one of the strongest factors that the companies consider 

while planning their strategy for the new market entry.  

 

2.2.6 LITERATURE REVIEW BASED ON PERFORMANCE MEASURE 

OF FRANCHISING 

 

A. FOREIGN LITERATURE 

 

1. Hesford70 (2015), states that franchising is an important form used by 

organizations intending to improve their performance over a period. Benefit of 

franchising comes with the added agency cost and control. The study make 

use of a time series data in regards to 56 lodging properties owned and 

operated by a company which earlier was operating as non franchised system, 

later converted its operations to franchised system. The performances of all 

the franchisee units were evaluated in comparison with their competitors. The 

findings of the study revealed that the post conversion performance and 

quality of the lodgings had reduced where as the prices of service had 

increased.  

 

B. INDIAN LITERATURE  

 



   
 

 

1. Khan71 (2007), writes in a research paper, that franchising is the need of the 

hour in India. The study provides the indepth understanding of franchising in 

terms of concept, its evaluation in terms of advantages, its functioning, how 

franchisee can choose to have a profitable franchise, etc. Further, the study 

analyses two case studies to understand the successful operations of franchise 

business in India. 

 

2.2.7 LITERATURE REVIEW BASED ON  OTHER AREAS IN 

FRANCHISING 

 

A. FOREIGN LITERATURE 

 

1. Lafontaine72 (2001), used an extensive Longitudinal data to state that 

established franchisors manage their company outlets and franchised units 

well to meet their target. The study found that on an average these franchisors 

keep a combination of 15% owned units and 85% franchised units. In addition 

to this, it has been stated that brand name is one of the most important 

determinants which indicates whether the franchisor will opt for company 

outlet or franchisee.  It has been observed in this regard that higher the brand 

name as measured by advertising fees or major media expenses, more is the 

tendency to have owned company outlets to avoid free riding by the 

franchisee causing damage to brand name.  

 



   
 

 

2. James73 (2003),  provided an evidence on the determinants of  contract 

duration  using a large sample of franchise contracts. The study proved  that  

the duration  of franchise  contract  increases  as per  the  level of physical  

and  human capital invested by  the franchisee and also the franchisor’s 

experience in franchising.  The study uses one way ANOVA and Chi square 

techniques to analyse the data.  

 

3. Vivian74 (2004), mentions about a common dilemma that the franchisors 

experience.  It is about the possibility of misuse of brand name by the 

franchisee. The study analyses the view points of Brazilian and French food 

franchisors.  The study relies on primary data collected by way of interviews 

and elaborately presents the franchisors’ opinions on the steps to be taken to 

avoid misuse of franchisor’s brand name. 

 

4. Engman75 (2008), studied the influence of international franchising on 

corporate culture through a case study of restaurant named “Max Hamberger 

restauranger AB”. In the thesis the author focused on strategies, companies 

have adopted to preserve their corporate culture within the franchised outlets.  

In order to study this, a qualitative case study of a Swedish Service Company 

has been undertaken. The findings of this study indicate that companies that 

grant franchise are affected by certain internal and external cultural changes. 

Managers that are employed from within the company best preserve the 

corporate culture than the external employees. Similarly within the franchised 



   
 

 

unit it is easy to maintain corporate culture if the two co-operating companies 

have similar values.  

 

5. Abizadeh76 (2009), focused on cultural obstacles of franchising in Iran. To 

identify the cultural barriers in franchising, an interview guide was designed 

based on ‘Hofstedes’ cultural model. These interviews  were  conducted  

among the owners,  managers  and the  employees  of two  biggest franchise 

companies  which operate in Iran. Grounded Theory approach has been used 

to analyse the data and discover the main cultural barriers faced by the 

selected franchise companies. 

 

6. Mseddi77 (2010), undertook a research work in Tunisia to study the 

franchising network control system. The study intended to understand whether 

franchising leads to loss of control in the business. The qualitative methods 

have been applied to the study. This research focuses on constructing a 

research model describing the control system implemented in franchising.  

 

7. Hunt78 (2011), mentions in an article titled, “Improving the Environment for 

Franchise Lending” that, franchisees do not get loans from financial 

institutions because they are inexperienced in obtaining a business loan. The 

author explains that business loan has a different application process than 

other types of loans. According to this research, when banks intend to provide 

loans to the franchisee, the banks want to know about the credit worthiness of 



   
 

 

the particular applicant franchisee. The bank also needs to know, the 

experiences of the applicant in the business, performance of the other 

franchisees of the same franchisor, the level of franchisor support, the length 

of the franchise term and many more such information details related to the 

prospective franchise that the applicant wants to start.  

 

8. Lim79 (2011), explored the link between goal congruencies and satisfaction in 

franchising channel. It is a qualitative research based on multiple case studies 

of retail and service franchisees and franchisors. It tries to understand the 

various roles played by the franchisor and the franchisee at their own place of 

work. Based on the data collected for this research the author has developed a 

model specifying the role of both the parties in franchising. The proposed 

theoretical model tries to explore franchisee satisfaction. 

 

9. Perrigot80 (2011), studies the phenomenon of early adoption of social media 

networks as a means of communication used by the firms to interact with its 

stakeholders. The study focused on the use of Facebook, which is considered 

to be one of the popular social media network sites by the franchisors. The 

sample for this study consisted of 408 franchisors doing business in the 

French market. The study found that only 21.3 percent of the franchisors had 

an account on Facebook. Factors such as number of company owned outlets, 

advertising, royalty rates, type of industry, affect the presence of franchisor on 

Facebook.  



   
 

 

 

10. Trifunovska81 (2011), undertook a research of franchisor-franchisee 

relationships in Sweden. The purpose of this study was to examine franchise 

relationships by using an interaction approach which involved several 

exchanges or bonds between the two parties to franchise business. The study 

is based on a web survey among 191 franchisees located in Sweden and 

belonging to a wide range of industries. The data on social and co-operative 

exchanges between the franchisor and franchisee was collected as a part of 

response from the selected franchisees. Pearson’s correlation tests were 

applied to the data in testing of hypothesis. The results showed that 160 firms 

exchange information with the franchisor through an IT system and majority 

users of this IT system are the small businesses.   

 

 

 

 

 

B. INDIAN LITERATURE 

 

1. Kaushik82 (2013), provides an in depth understanding of two concepts, that is, 

licensing and franchising by providing practical and real life examples. The 

study mentions that every organization has its own and unique strategy of 

growth and survival. If the markets are more competitive, the organizations 

are more burdened to ensure that they apply new methods of sustaining in the 



   
 

 

business. The study clearly differentiates between the operations through 

licensing and operations through franchising. To conclude, the study states 

that franchising is a specialized form of license although both the methods 

deal with granting the right of using intellectual property by the owner to the 

operator. 

 

2. Yallapragada83 (2014), analyzed various strategies used in franchising with 

regards to selected products and services in the State of Andhra Pradesh in 

India. These strategies are related to relationship among the parties to 

franchising, conflicts in the course of business, business values, etc. The study 

covers both the franchisor and franchisee perspectives. The total sample 

consists of 590 franchisees and 107 franchisors. The data analysis has been 

done using cross tabulation, descriptive statistics, T-Test, factor analyses and 

chi square analysis. 

 

 

2.3 IDENTIFICATION OF RESEARCH PROBLEM 

The foregoing review of literature reveals that various empirical studies have been 

done and articles and research papers have been presented abroad on the topic of 

franchise business in foreign countries such as USA, Sweden, Brazil, South 

Africa and many more. However, there is no full-fledged research that has been 

carried out on this topic in India and moreover in Goa. Considering the literature 



   
 

 

reviewed, various research gaps that also help in identifying the research 

problems have been specified as under.  

1. Most of the research studies related to franchising are conducted in the foreign 

countries like USA, South Africa, Brazil, Sweden, and Pakistan. A negligible 

amount of research in the field of franchising has taken place in India. 

Moreover, in Goa there are no such studies done till date.  

 

2. The available studies in the topic of franchise business mostly relate to the 

franchisors’ perspective. However, the numbers of studies that reflect the 

franchisees’ point of view are less. 

 

3. The studies that have been reviewed, present a qualitative picture of various 

aspects of franchising. However, a few researches are done using a 

quantitative approach. 

 

4. The studies that specifically are based on Indian perspective of franchise 

regulations, consider single and separate issues connected with regulations 

such as encroachment, liquidation, conflict etc. However, no study highlights 

collectively the problems faced by the franchisees due to non existence of 

specific franchise law in India and its impact on the franchisee satisfaction 

with franchise system of business.  

 



   
 

 

5. Socio – economic studies in franchising reflect the impact on State or the 

locality. However, the benefits of franchise business to individuals and for 

socio economic development of the regions are not explored by any of the 

studies.  

 

6. Although there are researches in foreign countries on theories of franchising, 

they reflect only the franchisors’ point of view. No research has been done 

which evaluates the application of theories to franchising that affects the 

franchisee satisfaction. There is no study which reflects implications of Risk 

sharing theory although the theory is widely prevalent and is applicable to 

franchise mode of business.  

 

7. There is no evidence of any research that has developed a franchise 

performance index which is one of the important tools to evaluate the 

performance of any franchise business.  

All the above research gaps influences the researcher to undertake the present 

study in the field of franchise business in Goa.  

 

a. CHAPTER SUMMARY 

 

The chapter presents an extensive literature that has been surveyed and which 

relates to the various areas identified from the scope of franchising. The review of 



   
 

 

literature helps in locating the prominent research gaps and identifying the 

research problems, which will ultimately help in framing the research objectives.  
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3.1  INTRODUCTION  

Based on the research problems identified with the help of an extensive literature 

review as shown in the previous chapter, the entire research area is sub divided 

into two core areas. They are:  

1) Evaluation of franchise business through Franchisee Satisfaction. 

2) Evaluation of franchise business through customer satisfaction. 

The above areas identified for the purpose of study form the base for deciding the 

objectives of this research work. A total six objectives of the present empirical 

study are framed where, objectives 1 to 4 form a part of the first core area 

whereas, objective 5 and 6 belong to the second core area. The objectives of the 

study are mentioned in the following section. 

 

3.2 OBJECTIVES OF THE STUDY 

 

The main objective of the present research is to evaluate franchise business in the 

state of Goa with respect to selected industries. However, for a detailed analysis 

following objectives have been framed. 

1. To examine the legal environment of franchising in India and abroad.  



   
 

 

2. To analyze the perception of franchisees towards factors contributing to the 

growth of franchise business in Goa. 

3. To analyze the contribution of franchise business towards socio-economic 

development of Goa. 

4. To examine whether the Agency Theory, Resource Scarcity Theory, Risk 

Sharing Theory and Specific Knowledge Theory justify the franchise decision. 

5. To make a comparative study of customer satisfaction in franchise business 

and stand- alone business in Goa. 

6. To develop a systematic Performance Index for the franchise business.  

 

3.3 RESEARCH  METHODOLOGY 

For any research to be conducted the researcher needs to follow a sequential and 

structured plan of research1. The objectives of the research can be studied 

efficiently only when a suitable and well planned research methodology is 

designed for the study. An ideal research methodology would comprise sample 

design, period of study, sources of data and methods of data analyses2.  

For the purpose of the present study the following research methodology has been 

designed and executed. As the entire study is divided into two core areas, the 

research methodology is separately and systematically designed for the respective 

core areas as under:  

1) Research methodology for evaluation of franchise business through Franchisee 

Satisfaction. 



   
 

 

2) Research methodology for evaluation of franchise business through customer 

satisfaction. 

Thus, each of the above core area of this empirical work follows a sequence of 

methodology comprising sample design, sampling technique, period of study, 

sources of data, hypotheses and statistical tools used.  

 

3.3.1   RESEARCH METHODOLOGY FOR EVALUATION OF 

FRANCHISE BUSINESS THROUGH FRANCHISEE SATISFACTION 

The research methodology adopted for this core area of study is presented as 

under:  

❖ SAMPLE DESIGN 

• Universe: For the purpose of present empirical study, the entire state of Goa 

has been considered as universe. 

• Sample Size: By way of a survey, 200 franchisees/units were identified in 

five selected industries. These franchisee units were contacted across the state 

of Goa; out of which five units refused to provide the data. Thus a sample of 

195 franchise units was considered for data analyses. The distribution of the 

selected sample is given below;  

      Table No. 3.1:  Sample Distribution. 

Selected Franchise Industries Number of 

franchisee units 

Selected   

% of each 

sector 

Selected   



   
 

 

1. Food & Beverage 111 56.9 

2. Consumer Goods & Services 57 29.2 

3. Health, Wellness and Beauty 10 5.1 

4. Hotels 7 3.7 

5. Education 10 5.1 

Total  195 100.0 

      Source: Compiled from Primary data 

❖ SAMPLING TECHNIQUE 

For data collection from franchisees in Goa, two sampling techniques had been 

applied. 

1) Stratified Random Sampling 

It is a method that includes division of the population into different groups called 

strata where each group has some homogeneous characteristics and these groups 

are randomly pooled for study. 

The strata chosen for the study are: 

1) Food and Beverages 

2) Consumer  Goods and Services 

3) Health, Wellness and Beauty  

4) Hotels 

5) Education 

 

2) Snowball Sampling 



   
 

 

It is also known as chain sampling or chain-referral sampling or referral sampling. 

It is a method used in deriving sample when the population is not clearly known 

and all the elements in it are not recorded on any directory / registered. 

For the present study, it was difficult to locate the total population of franchisee 

unit operating in Goa. The franchised units although registered with local 

authorities in Goa are not classified as franchise units. They are registered as mere 

enterprises. Thus, finalising the franchise population was a difficult task, that 

resulted in adopting snowball sampling method. Another reason for opting 

snowball sampling technique was that, the present study is based on a floating 

population where, new franchised units keep coming up as well as some are 

closed down from time to time. 

 

❖ PERIOD OF STUDY 

For the present area of research, period of survey is considered to be the period of 

study.  The period of survey is 1 year from March, 2016 to March, 2017. 

However, the pilot study surveys have been done from time to time on each 

objective of the study to validate the instrument of data collection and analysis 

before it has been finalised for the main study. 

 

❖ SOURCES OF DATA 



   
 

 

The required and relevant data for the present research under this core area has 

been collected from the primary as well as secondary sources. 

1. Primary Sources of Data 

To collect the primary data, following methodology has been adopted. 

• Interviews  

Prior to finalising the structured questionnaire, certain planned interviews  have 

been taken with the  franchisees, master franchisees in the state of Goa and the  

officials from Indian Franchise Association located at New Delhi  and its legal 

partner  Francorps  in Faridabad. 

• Survey  

In order to locate the sample size of selected Franchise Industries in Goa, the 

researcher has conducted a survey in the state by personally visiting the franchise 

units and preparing a list of number of franchise units available in Goa as the 

ready registered list was not available at municipalities or with any other reliable 

sources.  

• Questionnaire  

A well structured questionnaire was constructed to collect data from the 

franchisees. It was validated by experts, tested with pilot studies, modified and 

then circulated among the selected franchise units in the state of Goa for the 

purpose of data collection. 



   
 

 

Data collected through the questionnaire from franchisees has been used for 

studying objectives no. 1 to 4. This questionnaire is divided into six sections as 

under. 

i. Section I 

This section collects the data related to the franchisees’ (Respondent) profile. It 

includes total 12 items which provide a wide scope to categorize the respondents 

into various classifications. This data is used to test hypothesis in research 

wherever it is applicable.  At the same time it also provides details about the 

selected franchisees. 

ii. Section II 

This section provides the franchisees’ background as entrepreneurs and their 

choice to opt for franchising. 

iii. Section III 

It extracts the data on the first objective of study which forms the main content for 

chapter III.  Total seven hypotheses have been tested using this data. It comprises 

25 different items which mines the data with regards to legalities of franchising. 

iv. Section IV 

It comprises nine different sets of questions which derive the data on franchisor – 

franchisee relation, franchisee satisfaction and franchise business growth. These 

areas form the main content of chapter IV and are applicable to study objective 2. 



   
 

 

v. Section  V 

It comprises twenty items with different scales. The data has been collected for 

analysis of socio-economic development of franchisee and the state. This data 

forms the part of chapter V and studies objective 3. 

vi. Section VI 

This section intends to collect the data in regard to the selected theories applied to 

franchising. It relates to objective no 4 which is analysed and explored through 

this chapter. 

The entire questionnaire (included in annexure) for franchisee is a 21 page 

document which was handed over to each selected franchisee from the sample 

across the state of Goa and got it filled. 

 

2. Secondary Sources of Data 

Apart from the primary sources of data, the relevant information has been 

collected from various secondary sources. The list of secondary sources used is as 

fallows. 

• Reference books 

• Journals 

• Magazines  

• Broachers 



   
 

 

• Electronic media  

 

❖ HYPOTHESES  

As mentioned earlier, the present empirical work is broadly classified into two 

core areas, the research questions and hypotheses framed to study the objectives 

of the research forming a part of the first core area are presented as under. 

 

Objective 1: To examine the legal environment of franchising in India and 

abroad. 

This objective is studied by understanding the legal environment of business and 

its significance in general, followed by, the various regulations applicable 

specifically to franchise business abroad and in India. It further highlights the 

legal formalities of franchising with respect to the agreement, disputes in 

franchising and forms of resolving the disputes. For the purpose of studying this 

objective, apart from secondary information, the researcher also used the primary 

data collected from the selected sample of 195 franchisees operating in Goa. Total 

seven hypotheses as stated below have been framed and tested under this 

objective of study. These hypotheses provide an answer to the research questions 

respectively stated as below: 

1. Do the franchisees discuss the terms of franchise agreement with the 

franchisor and then consult a lawyer before signing any such agreement?  



   
 

 

2. Do the terms mentioned in franchise agreement differ across the various 

types of franchise selected under study? 

3. Does the franchisees’ awareness with regards to inadequacy of specific 

franchise law in India differ across the type of franchise?  

4. Does the franchisees’ awareness with regards to inadequacy of specific 

franchise law in India differ across their Educational Qualification? 

5. Does the franchisees’ awareness with regards to inadequacy of specific 

franchise law in India differ across the level of franchise business? 

6. Are there any problems faced by franchisees due to lack of specific franchise 

law in India and whether it has an impact on franchisees’ satisfaction?  

7. Is there any impact of inadequacy of franchise law in India and the business 

problems associated with it on the need for a specific franchise law in India? 

 

 

In order to get an answer to the above research questions, following hypotheses 

were framed and tested. 

Ho1(a)  There exists no significant association between franchisee  discussing the 

terms and conditions of agreement with the franchisor and consulting a 

lawyer/legal advisor prior to signing franchise agreement. 

Ho1(b) Terms mentioned in a franchise agreement do not differ significantly  

across the type of franchise. 



   
 

 

Ho1(c) Franchisee awareness with regards to existence of specific franchise law 

and the franchise authorities in India does not differ significantly across 

the type of franchise. 

Ho1(d) Franchisee awareness with regards to existence of specific franchise law 

and the franchise authorities in India does not differ significantly across 

their Educational Qualification. 

Ho1(e) Franchisee awareness with regards to existence of specific franchise law 

and the franchise authorities in India does not differ significantly across 

the level of operation of franchise business. 

Ho1(f) Problems faced by franchisees due to lack of specific franchise law in 

India do not have a significant impact on franchisees’ satisfaction. 

Ho1(g) There is no significant impact of inadequacy of franchise law in India and 

the business problems associated with it on the need for a specific 

franchise law in India. 

Objective 2: To analyze the perception of franchisees towards factors 

contributing to the growth of franchise business in Goa. 

In order to study this objective, franchisees’ perception regarding the franchise 

mode of business, have been analysed. Four factors determining the franchisor’s 

support system to franchisee have been identified and the impact of these four 

factors has been tested on the growth of franchisees’ business. The objective tries 

to find an answer to following research questions. 



   
 

 

1. Does the franchisor’s support system to franchisee contribute towards the 

growth of the franchisees’ business? 

2. Does the franchisor’s support system to franchisee have a relationship with 

the franchisees’ performance in his franchise business? 

3.  Does the franchisor’s support system to franchisee have a relationship with 

the franchisees’ satisfaction with his franchise business? 

4. Does the franchisees’ performance and satisfaction towards his franchise 

business have any relationship with the growth of franchisees’ business? 

 

The above research questions are answered by testing below given hypotheses. 

Ho2(a) There exists no significant relationship between franchisor’s support 

system to franchisee and growth of the franchisee’s business. 

 

Ho2(b) There is no significant impact of franchisee satisfaction and franchisee 

performance on growth of the franchisee’s business. 

Ho2(c) There is no significant relationship between franchisor’s support system to 

franchisee and franchisee satisfaction. 

Ho2(d) There is no mediating effect of franchisee satisfaction between 

franchisor’s support system to franchisee and growth of the franchisee’s 

business. 

Ho2(e) There is no significant relationship between franchisor’s support system to 

franchisee and franchisee performance. 



   
 

 

Ho2(f) There is no mediating effect of franchisee performance between 

franchisor’s support system to franchisee and growth of franchisee’s 

business.  

Ho2(g) Franchisee satisfaction does not have a mediating relationship among 

franchisor’s support system to franchisee, franchisee performance and the 

growth of franchisee’s business.   

 

Objective 3: To analyze the contribution of franchise business towards socio-

economic development of Goa. 

This objective is studied from two different dimensions. It reflects the various 

means by which franchising contributes to the social and economic development 

of franchisee who is one of the beneficiaries to the franchise business. The second 

dimension to this study tries to focus on the socio – economic development of the 

state of Goa. Thus the present objective explores:  

1. Contribution of franchising in improving the socio – economic status of the 

franchisee. 

2. Contribution of franchising in socio – economic development of Goa. 

 

In order to study the above objective, the following research questions have been 

identified. Research question 1 and 2 studies the first dimension of the stated 

objective. However, research question 3 studies the second dimension.  

 



   
 

 

1. Is there any improvement in the social status of the franchisees after they 

entered into franchise business? 

2. Is there any improvement in the economic status of the franchisees after they 

entered into franchise business? 

3. What are the various means through which franchising contributes to the socio 

– economic development of Goa? 

 

In order to get an answer to the above research questions, following hypotheses 

have been framed and tested. Test of hypotheses Ho3(a) and Ho3(b) intend to find 

an answer to research question 1 and 2 respectively, however, the research 

question 3 has been studied with the help of frequency analysis and not 

hypothesis testing.  

 

Ho3(a) Franchise business does not have a significant influence on social status 

of the franchisees. 

Ho3(b) Franchise business does not have a significant influence on economic 

status of the franchisees. 

 

 

Objective 4: To examine whether the Agency Theory, Resource Scarcity 

Theory, Risk Sharing Theory and Specific Knowledge Theory justify the 

franchise decision. 

 



   
 

 

Various theories that are relevant to the field of franchise business have been 

explored under this objective of study. However, the analysis with regards to this 

objective revolves around four selected theories applicable to franchise mode of 

business. The theories selected for the purpose of analysis are Agency Theory, 

Resource Scarcity Theory, Risk Sharing Theory and Specific Knowledge Theory. 

This objective studies whether the franchisees are able to justify their decision of 

entering into the franchise business through their satisfaction with their business 

considering the implications of the selected theories. 

Following research questions have been identified in order to study this objective. 

1. Does the principal – agent relationship between franchisor and franchisee 

referred as per Agency Theory, have any influence on franchisees’ satisfaction 

with franchise business?  

2. Does the resources contributed by the franchisee to the growth of franchise 

business at large, have any influence on franchisees’ satisfaction with 

franchise business? 

3. Does the knowledge sharing attitude of the franchisor, make any influence on 

the franchisees’ satisfaction with franchise business? 

4. Does the risk sharing concept associated with franchise business have any 

relationship with franchisees’ satisfaction with franchise business? 

5. Do the Agency Theory, Resource Scarcity Theory, Risk Sharing Theory and 

Specific Knowledge Theory justify the franchise buy decision of the 

franchisees? 

 



   
 

 

An answer to all the above research questions is found through testing of the 

following hypotheses. 

 

Ho4(a) Principal - Agent relationship between franchisor and franchisee has no 

significant impact on franchisees’ satisfaction with franchise business. 

Ho4(b) Resources contributed by the Franchisee to the growth of Franchise 

Business has no significant impact on franchisees’ satisfaction.   

Ho4(c) Knowledge sharing attitude of the franchisor has no significant impact on 

the franchisees’ satisfaction.  

Ho4(d) Risk sharing concept in franchise business has no significant impact on 

franchisees’ satisfaction. 

Ho4(e) Agency Theory, Resource Scarcity Theory, Risk Sharing Theory and 

Specific Knowledge Theory do not significantly justify the franchise 

decision of the franchisees. 

Ho4(f) There exists no mediating effect of Agency Theory, Resource Scarcity 

Theory, Risk Sharing Theory and Specific Knowledge Theory between 

franchisees’ satisfaction and franchise decision of the franchisees.  

 

❖ STATISTICAL TOOLS USED 



   
 

 

The data analyses have been done using a number of statistical tools in order 

to study the first core area of research comprising four different objectives. 

The statistical tools used, their applicability and suitability to the present study 

are explained as under.  

 

1. Descriptive Statistics 

Descriptive statistics comprises calculation of frequencies, percentages, mean, 

standard deviation, etc. Usually if the data is categorical, researchers use 

frequency distribution to tabulate and present the data. Frequencies may be also 

supported with the calculation of percentage for better analysis. The present study 

uses calculation of frequency and percentages to tabulate the demographic 

characteristics of the franchises surveyed and their socio economic contribution to 

the state of Goa.     

 

2. Multiple Response Analysis 

It is the method of calculating frequencies of the variables which offer a multiple 

choice to the respondents. In such case the normal percentage calculations are not 

possible as the frequency calculated is beyond the total number of respondents/ 

sample. In objective 1 of the present study, a portion of data has been provided by 

the respondents as multiple answers to a given question. In this case multiple 

response analysis becomes the most feasible statistical tool to present this data. 

 



   
 

 

3. Chi Square Test 

Chi square is a non parametric test that is used to examine the association between 

two or more variables that are categorical in nature. Chi square test is used to 

determine how far the distribution of frequencies fits with the expected or 

theoretical assumption. The present study relied on the chi square test in order to 

test H01(a) forming the part of objective 1. 

 

4. ANOVA 

It is a statistical tool which is used to compare the means between and within two 

or more samples. ANOVA refers to Analyses of Variance. In the present research, 

wherever the hypothesis is framed to test the variations in the response 

considering the different groups of franchisees, the ANOVA has been used. Thus 

test of H01(b), H01(c), H01(d)  and H01(e)  belonging to study of objective 1 has been 

done using the ANOVA. 

 

5. Regression Analyses 

Regression also known as prediction statistics, predicts the most likely values of a 

variable on the basis of another one or more than one variables. The variable 

whose value is predicted is known as dependent variable and the variable 

responsible for causing the change in the value of dependent variable is called as 

independent variable. The present empirical work, to a large extent makes use of 

this statistical tool in order to study its objectives. The first core area of research 



   
 

 

of the study, tests eight hypotheses with the help of regression analysis. Thus, 

H01(f) and H01(g)  belonging to objective 1 of the study , H02(a), H02(b), H02(c) and 

H02(d)  belonging to objective 2, H03(a) and H03(b)  belonging to objective 3, and 

H04(a)  to  H04(e)  belonging to objective 4 of the study are tested using regression 

analysis. 

 

6. Factor Analysis 

Factor analysis also known as exploratory factor analysis (EFA) is a method used 

for extracting common factor variances from sets of measures. It may be used 

when a number of items measuring a particular event/occurrence are large in 

number and there is a need to derive most prominent factors from all the available 

measures. The objective 1 and 2 of the present study uses factor analyses in order 

to locate prominent factors explaining respective occurrences studied in the 

aforesaid objectives. 

 

7. Structural Equation Modeling (SEM) 

Structural equation modelling is a type of multivariate statistical tool used to test 

the relationship between two or more constructs. The constructs referred in the 

SEM may be observed or unobserved variables. Factor analysis and multiple 

regression analysis is the base required for analysing the data using SEM. The 

present study has used this analytical tool in order to test H02(a) belonging to the 

objective 2. 



   
 

 

 

8. Mediation Analysis 

Mediation analysis is usually used where the researcher intends to test the change 

in the relationship of two variables when the third variable/variables is/are 

introduced. It is used to test whether the previously existing relation between the 

two variables change after the introduction of the mediating variable. The 

mediation tests that, initially found significant independent variable may turn 

insignificant or the extent of its impact may reduce once the mediating variable is 

introduced. Simple mediation is where at a time only one variable is tested for its 

mediation effect. However, multiple mediation is that where more than one 

mediating variables are tested for their mediating effect simultaneously. 

Mediation may be either full mediation or partial mediation. The present study 

used simple mediation analysis to study objective 2 where H02(e), H02(f)  and H02(g)  

were tested and multiple mediation analysis to study the objective 4 for testing 

H04(f). 

 

 

3.3.2 RESEARCH METHODOLOGY FOR EVALUATION OF 

FRANCHISE BUSINESS THROUGH CUSTOMER SATISFACTION 

The research methodology adopted for this core area of study is presented below; 

 

❖ SAMPLE  DESIGN 

 



   
 

 

• Universe : Total population of Goa has been considered as the universe. It is 

reported in census 2011 as 14,58,545. 

• Sample Size: A sample of 1000 customers have been selected for the purpose 

of study as per the Krajcie and Morgan sample determination table (included 

in annexure). According to this table, a population of more than ten lakh up to 

thirty crore requires an ideal sample of 384. As per research advisors (2006), a 

sample of 1000 customers chosen for the present study for approximately 

15,00,000 population of Goa, is an adequate sample. 

❖ PERIOD OF STUDY 

For this area of study, period of study is the period of survey which is one year 

from March 2016 to March 2017. 

 

❖ SOURCES OF DATA  

The study is based on primary as well as secondary data. Thus suitable sources to 

collect both types of data have been applied. 

• Primary Sources of Data. 

Primary data required for the study has been collected by way of a specially 

drafted questionnaire that was circulated among customers of the selected 

franchise groups. Questionnaire consisted of two sections. This data is used for 

studying the objective 5 as well as 6. The questionnaire consisted of two sections 

as under: 



   
 

 

vii. Section  I 

This section provides the respondent profile for the analyses. 

viii. Section II 

It gathers the data on customer preference, perception and satisfaction towards 

products and services offered by franchise business. It also collects the data 

regarding their satisfaction with stand alone business. This facilitates a 

comparative analysis of franchise and stand alone business in the selected 

industries.  

This section comprises five such categories where each category includes 

questions asked to the respondents to evaluate as per their experience and 

satisfaction, the products and services of franchise business in comparison to 

stand alone business based on various criteria relevant to five selected industries. 

These industries are: 

- Food and Beverages 

- Consumer goods 

- Consumer services (including Health, Wellness and Beauty) 

- Hotel 

- Education 

 

• Secondary Sources of Data 



   
 

 

The required secondary information is derived from various reference books, 

journals, magazines, articles from print and electronic media. 

 

❖ HYPOTHESES  

As mentioned earlier, the present empirical work is broadly classified into two 

core areas. This core area of research, studies objective 5 and 6. Objective 6 is the 

final objective of this study and deals with developing the performance index to 

evaluate the performance of franchise businesses based on the customer 

satisfaction data in the selected industries. There are no hypotheses tested in order 

to study objective 6. However, the research questions and hypotheses framed in 

order to study the objective 5 are presented below.  

 

Objective 5: To make a comparative study of customer satisfaction towards 

franchise business and stand alone business in Goa. 

This objective evaluates the performance of franchise business in comparison 

with the stand alone business with regards to selected industries. Several criteria 

that measure the performance of a business unit under each selected industries 

have been identified and response of the customers based on their satisfaction 

level have been analysed to make a comparison with respect to performance of 

franchise business and the stand alone business. Following research questions 

related to preference, perception and satisfaction have been raised and dealt with, 

in order to study this objective. 



   
 

 

1. Do the customers who visit franchise business feel the difference between 

franchise and stand-alone business outlets? 

2. Do the customers perceive franchise business units as better than stand-alone 

business units? 

3. Is there a significant difference between satisfaction level of customers of 

franchise units and stand alone units operating in the food and beverage 

industry? 

4. Is there a significant difference between satisfaction level of customers of 

franchise units and stand alone units operating in the goods and service 

industry? 

5. Is there a significant difference between satisfaction level of customers of 

franchise units and stand alone units operating in the hotel industry? 

6. Is there a significant difference between satisfaction level of customers of 

franchise units and stand alone units operating in the health and beauty 

industry? 

7. Is there a significant difference between satisfaction level of customers of 

franchise units and stand alone units operating in the education industry? 

 

The above research questions have been answered by testing the following 

hypotheses.  

Ho5(a) Customers who have visited franchise business do not feel a significant 

difference between franchise and stand-alone business outlets. 



   
 

 

Ho5(b) Customers do not perceive Franchise business units as significantly better 

than stand-alone business units. 

Ho5(c) There exists no significant difference between satisfaction level of 

customers of franchise units and stand alone units operating in the food 

and beverage industry.  

Ho5(d) There exists no significant difference between satisfaction level of 

customers of franchise units and stand alone units operating in the 

consumer goods industry. 

Ho5(e) There exists no significant difference between satisfaction level of 

customers of franchise units and stand alone units operating in health, 

wellness, beauty and other service industry. 

Ho5(f) There exists no significant difference between satisfaction level of the 

customers of franchise units and stand alone units operating in the hotel 

industry. 

Ho5(g) There exists no significant difference between satisfaction level of 

customers of franchise units and stand alone units operating in the 

education sector. 

 

Objective 6: To develop a systematic performance index for evaluation of 

franchise business. 



   
 

 

This objective intends to develop a systematic performance index for the 

evaluation of franchise business in selected industries. The parameters of 

measuring performance, based on customer satisfaction, differ from industry to 

industry therefore industry wise performance index has been developed for the 

selected five industries.  The parameters forming a part of the index are the ones 

that have highest mean score as per the customer response collected. The index 

developed for each of the selected industry in the field of franchising is an attempt 

to facilitate the evaluation of franchise business units based on the customer 

feedback. 

The researcher also has developed a programme using Turbo C++ which 

facilitates instant evaluation of franchise business based on the index developed in 

the study.  

 

❖ STATISTICAL TOOLS USED  

To test the above mentioned hypotheses constituting a part of objective 5 of the 

study, suitable and relevant statistical tools have been used. These statistical tools, 

their applicability and suitability are explained as under. 

 

1. Descriptive Statistics 

Frequencies supported with the percentage calculations are used to provide the 

distribution of the sample, customer preferences and the respondent profile in 

objective 5 of the study. Since this objective of study is a comparison of 



   
 

 

performance of the two modes of business, it also uses calculation of mean and 

standard deviation for the comparative analysis.  

 

2. Chi Square Test 

Chi square is a non parametric test that is used to examine the association between 

two or more variables that are categorical in nature. Objective 5 applies this tool 

in order to test H05(a). 

 

 

 

 

 

3. Regression Analyses 

It is a statistical tool used to test the relationship of a variable with one or more 

variables. A regression analysis is used to test H05(b) in objective 5 of the study.  

 

4. Paired Sample T Test 

It is a parametric test which is used to compare the data provided by same 

individual in regards to two different situations, events or cases. The test 

compares the performance of two units, groups or periods. Objective 5 of the 

present study makes use of the paired sample T test in order to make a 

comparison between the performance of franchise and stand-alone business with 

respect to the customer satisfaction data. Hypotheses H05(c), H05(d), H05(e), H05(f) 



   
 

 

and H05(g) of the objective 5 have been tested using paired sample T test in the 

present study. 

 

3.4 VALIDATION AND RELIABILITY OF THE RESEARCH  

INSTRUMENT 

The present study has used two questionnaires as its research instrument in order 

to collect the primary data required for the analyses. Validity of a research 

instrument refers to the extent to which the data collection instrument is relevant, 

appropriate and suitable. The reliability on the other hand refers to the stability of 

the measures/ scale used to collect the data. It ensures the internal consistency of 

the research instrument.  

Validity of the research instrument is basically tested at two levels in the present 

study - the face validity and the content validity. Reliability of the research 

instrument is ensured by statistically testing the primary data collected for this 

study with the help of Chronbach’s Alpha test for scale reliability.  

The face validity of the research instrument used for the present study has been 

done by consulting the expert statisticians, selected franchisees from selected 

industries and academicians. 

The content validity for the present research instrument has been done by 

conducting the pilot studies at various stages of research. 



   
 

 

Reliability of the research instrument used for the present study has been 

confirmed by obtaining the Chronbach’s Alpha using SPSS. For the primary data 

collected using Questionnaire I, the obtained Chronbach’s Alpha value is 0.83 and 

that of the Questionnaire II is 0.876 for 322 and 366 items respectively. Both the 

research instruments are found to be reliable as the values of Chronbach’s Alpha 

obtained are more than 0.70 which is an acceptable value of reliability of research 

instrument based on Chronbach’s Alpha3.  

 

3.5   SIGNIFICANCE OF THE STUDY  

Today, Goa is considered as one of the most progressive and model state in India. 

It is believed that the State is at a take off stage for the next stage of development. 

Government of Goa has been saying that it is now aiming for achieving the 

standards of developed nations in the world and for this, sustainable business is 

the only option that needs to be fully exploited. 

As compared to India, franchising is more popular in other countries and this 

seems to have accelerated their economic development to a certain extent. Due to 

Liberalization, Privatization and Globalization (LPG) India has opened its gates 

for many foreign companies to enter in for business. Since franchising is one of 

the options for such foreign companies to enter the economy, it needs to be dealt 

with a due attention in India. 

Moreover, Goa being one of the popular tourist destinations, offers vast 

franchising business opportunities and increasing the awareness among the 



   
 

 

eligible business class is a must. At present franchising is just an upcoming sector 

in Goa. Thus it is needed that this sector and its future potentials be explored 

much carefully. A suitable platform needs to be created for this emerging area in 

the state of Goa. The existing environment needs to be studied in detail so that if 

the things are not moving in a proper direction then they need to be addressed in 

this initial stage itself.   

The present study may throw light on all such matters that relate to franchising 

which may prove to be important as far as flourishing of franchise business and 

the acceleration of socio -economic development of Goa are concerned. It may 

also influence the Government to think in terms of introducing some schemes to 

support the individuals mainly the Goan Youth to take up franchise businesses.  

It is also observed that there is no comprehensive law related to franchising in 

India. USA, Brazil, China, France, Indonesia, Italy, Japan, Malaysia, Mexico, 

Russia, South Korea, Spain and Venezuela have their own specific regulations in 

the field of franchising business. The present study may prove to be of a great 

help to the Government agencies in framing appropriate policies and regulations 

related to the franchise business in the state of Goa as well as India.  

The study will also provide a concrete platform for evaluating the performance of 

the existing franchise business units in Goa and elsewhere as the researcher has 

developed an Index for evaluating the performance of the given franchise unit 

based on the customer satisfaction survey. Thus this study in a way is a pioneer in 

nature. It may be light bearing for the other researchers and fruit rendering for the 

State of Goa. 



   
 

 

 

3.6 ORGANISATION OF THE STUDY 

The entire study is organized in the following manner. The study is presented in 

ten chapters. 

• Chapter I provides a theoretical background and conceptual framework of 

franchising. It discuss, the  history and classifications of franchise, advantages  

and disadvantages related to the parties to franchise business, the relationship 

among the parties, working of franchise system and the various steps involved 

in franchising. The chapter also highlights the functioning of franchising, in 

India, in Goa and globally. 

 

• Chapter II provides Literature Review. The literature reviewed has been 

presented as per the specifically selected areas of research. 

 

• Chapter III elaborates on the Research Methodology as classified under the 

selected two core areas of research. An objective related suitable Research 

Methodology highlights the hypotheses for the study and statistical tools 

applied to analyse the data. Further, it also states the significance as well as 

the limitations of the study. 

 

• Chapter IV discusses the first objective of this research work.  It provides a 

background related to legal requirements of franchising, further investigating 



   
 

 

into related regulations in various foreign countries and thereafter highlighting 

various provisions that are used from different laws in order to have a 

franchise agreement. The chapter provides theoretical as well as practical 

outlook to the legal environment of franchising. 

 

• Chapter V is based on the second objective of the research. Here, an attempt 

has been made to establish a relationship among the constructs such as 

franchisor’s support to franchisees, franchisee satisfaction, franchisee’s 

performance and the growth of franchisee’s business. It also provides the 

conceptual framework. 

 

• Chapter VI is an attempt to analyse socio economic contribution of franchise 

business towards two selected stakeholders, they are, state of Goa and the 

franchisee. In addition to this, the chapter also specifies the various indicators 

of social and economic development. 

 

• Chapter VII deals with various theories that are connected with franchising.  

Further, it tests the applicability of four selected theories, based on relevance 

and suitability. 

 

• Chapter  VIII is based  on  the fifth  objective of the study for  which  the  

data is collected from  the customers  and it  deals with  customer satisfaction 

towards  franchise  business as compared  with that  of stand-alone  business. 



   
 

 

 

• Chapter IX presents a systematically developed index in order to measure 

performance of franchise business based on the customer satisfaction with 

respect to franchise business in selected industries. 

 

• Chapter X is a concluding chapter which presents the objective wise findings 

and conclusions. It also puts forth certain suggestions and recommendations to 

various stakeholders of franchise system. It further, highlights the scope of 

further research in this area of research. 

 

 

3.7 LIMITATIONS OF THE STUDY 

Every research is bound to have certain limitations. The present study tried to 

cover a wide scope in the field of franchising. However, following limitations 

persist with respect to the study. 

1. The analyses in the study have been kept restricted within the boundaries of 

Goa in order to maintain the focus on franchise business in the state of Goa. 

2. Due to unavailability of sufficient sample size of franchisors in Goa, the 

analyses have been kept restricted to the response from only the franchisees in 

the state of Goa. 

3. Only five industries have been selected for the purpose of analyses in the 

study. 



   
 

 

4. Performance evaluation of franchise business based on the financial data has 

not been done because of difficulties found in the collection of such data from 

the respondents. 

Responses obtained from the samples selected for study may be biased which may 

affect the results of the data analyses. 

 

 

3.8 CHAPTER SUMMARY  

This chapter presented clarity to the objectives of study and the research 

methodology adopted in order to study those objectives. A systematic approach 

has been followed in order to study each of the objectives of the present empirical 

research. It provides a clear research plan that has been adopted to carry out the 

present study. 
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4.1 INTRODUCTION TO LEGAL ENVIRONMENT OF FRANCHISING 

Legal environment of business refers to the system framed by Government to 

regulate the business according to certain defined priorities. It refers to the laws 

which are passed by the Government to control the country’s business sector. 

Legal environment of the country dominates all the organisational decisions. The 

organisations are supposed to have knowledge of the legal policies framed by 

government for the business and follow the same.  Non implementation of any 



   
 

 

norms under the legal framework leads to heavy fines/penalties or punishments to 

the concerned party. Some of the Acts, policies or Government regulations that 

relate to business in India are: 

• The Sale of Goods Act, 1930 (Amended in 1994 and later in 2002). 

• The Indian Companies Act, 1956 (Amended in 2013). 

• Consumer Protection Act, 1986 (Amended in 2002). 

• Minimum Wages Act, 1948 (Amended in 2017). 

• Agricultural Policy. 

• Industrial Policy. 

Growth of any business, to a certain extent is based on the legal support that it 

gets in the country where it operates. Legal environment or the regulatory 

framework in a country binds the operations of concerned business and aligns it in 

right direction. 

As the first objective of the study, this chapter highlights the significance of 

having regulatory framework for franchise business.  It also covers the franchising 

law in other countries and explains the relevant regulations followed in India with 

respect to franchising.  

 

4.2 NEED FOR REGULATIONS IN FRANCHISING 

Franchising is a relationship between a franchisor and a franchisee which is bound 

by an agreement signed by both.  The agreement is usually drafted by the 



   
 

 

franchisor and is expected to be followed and adhered to, by both the parties. 

Sometimes, it appears that the agreement is biased and favouring the franchisor.  

There exist numerous times and situations that may occur during the course of 

sale of franchise or thereafter that may require a due legal attention.  This kind of 

situation raises a need for having regulations in Franchising. The following 

situations necessitate having regulations in franchising: 

1) Franchisor being the maker of an agreement may make it more favourable for 

himself and unfavourable for the franchisee.  

2) At times, a franchisor may take back the franchised unit which is doing well in 

a given geographical area.  In this situation, the franchisee gets deprived of his 

rewards for hard efforts in upbringing of the unit.   

3) Before selling a franchise, franchisor may promise to provide certain support 

system to the franchisee. However, once the franchisee starts his business 

operations, franchisor may not keep the promise.  

4) Sometimes franchisors continue granting franchises without taking due care 

about the territory limits. This badly affects the market share of some franchisees.   

5) Although the franchisors give clear guidelines to franchisees, not all the 

franchisees follow them.  

6) Certain specific franchise related issues would be handled well in the court 

when there are specific laws of franchising rather than in absence of laws. 



   
 

 

7) Existence of suitable laws and regulations helps to remove confusion in the 

minds of franchisors, franchisees and consumers. 

8) Entire franchise system may become confident and fear free when specific 

regulations support its operations. 

 

4.3 REGULATION OF FRANCHISING ABROAD 

The United States of America stands out as a pioneer of franchising. Today, the 

legal environment in USA is influential and conducive for the healthy growth of 

franchising. Although it is not mandatory for a nation to have specific and 

comprehensive franchise law, there are countries which have developed special 

regulatory framework for franchising. 

 

California which forms the western portion of USA was the initiating state to 

have the first franchise specific law known as ‘California Franchise Investment 

Law, 1970’. Later, a number of states developed their own franchise regulations. 

These laws have a special mention about disclosure requirements, registration, 

relations etc. In 1979, at the Federal  level  in United States  of  America, the  

Federal Trade Commission, enacted  ‘Rules  on Disclosure  Requirements and  

Prohibitions  Concerning  Franchising and Business  opportunity Ventures’.  This 

step was an initiative taken by the U.S. for protecting the interest of franchisee. 

This rule regulated the information that the franchisor is required to disclose to 



   
 

 

the prospective franchisee before making an agreement of franchise.  This would 

enable the franchisee to make an informed decision while entering into an 

agreement. Further, The North American Security  Administration Association 

(NASA) adopted  a Uniform Franchise  Offering Circular (UFOC) which  

regulates  the information  required  to  be  disclosed by  the franchisor. 

 

The developed countries such as the US, Japan, Australia and the developing 

countries like China and Malaysia have their own specific and comprehensive 

franchise legislations. However, developed countries such as the UK and 

Singapore and the developing countries like India, Thailand and Philippines do 

not still have a specific law that regulates the franchise system.  The countries that 

do not have separate franchise law are relying upon multiple laws to regulate the 

franchise system. 

 

Following are the countries having specific franchise laws and the main provision 

of their franchise law are explained as under. 

➢ The U. S. 

Franchising in the U.S. is regulated by the U.S. Federal Trade Commission (FTC) 

and by various other state agencies. Due to the problems of non disclosure by the 

franchisors to the franchisee, the nation came up with a specific franchise law to 

avoid certain misinterpretations which purposely were made by the franchise 



   
 

 

sellers about the nature of business and earnings through it. The law of 

franchising in the US makes it compulsory to disclose the material facts to the 

franchisee before a franchise is sold by the franchisor to the franchisee. 

 

➢ Australia  

Australian Federal Government enacted its franchise code of conduct known as 

‘AU Code of Conduct’ in July 2010. This code of conduct is mentioned in the 

Australian Trade Practices Act which was later renamed as ‘Competition and 

Consumer Act, 2010’. As per the AU Code of Conduct, the prospective franchisee 

should be allowed with a cooling period of seven days after signing the franchise 

agreement first time. However, such cooling period is not allowed during renewal, 

extension or transfer of the franchise.  

 

➢ Malaysia 

In Malaysia franchising is regulated by The Franchise Act, 1998 and it is an 

offence for a franchisor to sell his franchise if he has not registered his business 

with the State Registrar. It is an offence which is punishable with a fine and 

imprisonment. 

 

➢ Brazil 



   
 

 

Brazilian Franchise Law, 1994 is the regulatory Act in practice applicable to sale 

of franchises in Brazil. Brazil also makes its franchisors and franchisees to 

register their business and only thereafter the royalty and franchise fee can be 

remitted overseas. The franchisee is eligible for tax deduction only after 

registration. 

 

➢ China 

In China the law of franchising is enacted from the year 2005 and was known as 

‘Franchise Measures’. From May 2007, it was replaced by ‘Franchise 

Regulations’. As per this law the document preparation for registering a franchise 

agreement with the “Chinese Ministry of Commerce” (MOFCOM) takes around 

two months. Once the unit is registered, its details are made available on websites 

of MOFCOM.  

 

➢ Japan 

In Japan franchise business is regulated by The Medium and Small Retail 

Commerce Promotion Act, 1973 (MSRCPA). Japan prohibits the franchisor from 

terminating the franchise agreement without giving one month’s notice to the 

franchisee. It does not allow the franchisor to use his stronger bargaining power in 

his favour and against the franchisee. This step was taken by Japan in the year 

2002 through guidelines on franchising published by Japan Fair Trade 



   
 

 

Commission (JFTC) which is a regulatory authority of Japan functioning towards 

control of competition. 

 

4.4 REGULATION OF FRANCHISING IN INDIA 

There is no specific law that governs franchising in India. Therefore franchise 

agreement and operations of franchise system of business are governed by 

different laws in India. These multiple laws related to business and industry form 

the base for regulating the franchise business in India. They are: 

 

1. Law of Contract 

Primarily a franchise agreement is a contract between the franchisor and 

franchisee. Thus the first law which comes into picture for franchise business is 

the Indian Contract Act, 1872 which governs the contractual relations in India and 

the Specific Relief Act 1963 which handles the remedies to breach of contract by 

either party. 

 

2. Intellectual Property Right Laws 

The intellectual property involved in franchising may include an invention/ a 

patent/ a trade mark/ trade name/ a business format/ knowhow/ trade secret/ 

copyright/ designs etc. Since the transfer of either or any of these intellectual 



   
 

 

properties is the core of franchise business, laws that govern licensing of 

intellectual property rights form the heart of franchise system. 

 

The laws related to intellectual property transfer in India are:- 

• The  Trade Marks Act, 1999 (Amended in 2010) 

• The Copyright Act, 1957(Amended in 2012) 

• The Patent Act, 1970 (Amended in 2005) 

• Geographical  Indications of Goods ( Registration and Protection) Act, 1999 

(Amended in 2006) 

•  Designs Act, 2000 (Amended in 2010) 

 

3.  Consumer Protection Laws 

Consumer Protection Act, 1986 (Amended in 2002) is another law which governs 

franchise operations. In fact this law works as two dimensional weapons when it 

is related to franchising. It protects the rights of ultimate consumers as well as the 

franchisee. This means Franchisor as well as franchisee need to consider various 

provisions of Consumer Protection Act to be safe from the ultimate consumers. 

Similarly, franchisor also needs to be conscious of his franchisee’s needs and 

satisfaction as a consumer. 

 



   
 

 

 

4. Law of Competition and Unfair Trade Practices 

In India, the Monopolies and Restrictive Trade Practices (MRTP) Act, 1969 

(Amended in 1991) has been enacted.  The purpose behind having this Act is 

prevention of concentration of economic power, controlling monopolies and 

prevention of monopolistic and restrictive trade practices.  It is necessary for the 

franchisors and franchisees to keep their business away from any such 

monopolistic practices.  

 

5. Law of Torts 

Law of Torts also is applicable to franchise business as franchisor or franchisee 

may be held liable under any negligence on their part or inappropriate principal-

agent relation. 

 

6. International Business Laws 

If the franchise agreement is at the International Level, Foreign Exchange 

Management Act (FEMA), 1999 (Amended in 2017) is applicable. If any 

individual takes up a foreign franchise, before paying royalty to the foreign 

franchisor, the franchisee has to take prior permission from the Reserve Bank of 

India (RBI). 



   
 

 

 

 

 

7. Law of Weights and Measures 

If the franchise business deals with goods to be transferred by weighing or by 

measurements then the Weights and Measures Act, 1976 (Amended in 2009) is 

applicable. 

 

8. Corporate and Securities Laws 

In case, the franchisor or franchisee is a company, the provision of the Companies 

Act, 1956 (Amended in 2013) are applicable. 

 

9.  Taxation Laws 

Since earnings through franchise are taxable income the following tax laws are 

applicable. 

• Income Tax Act, 1961 (Amended in 2018). 

• Black Money and Imposition of Tax Act, 2015. 

• Wealth-Tax Act, 1957 (Amended in 2015). 

 



   
 

 

10. Labour Laws 

Issues related to employees and labours are handled by special labour related laws 

which are applicable to franchise business. Following is the list of such labour 

related Laws. 

• The Minimum Wage Act, 1936 (Amended in 2017).  

• The Apprentices Act, 1961(Amended in 2014). 

• The Workmen’s Compensation Act, 1923(Amended in 2017). 

• The Factories Act, 1948(Amended in 2016). 

• The Industrial Disputes Act, 1947(Amended in 2016). 

• The Employees PF Act, 1952(Amended in 2014). 

• The Employees State Insurance Act, 1948(Amended in 2017). 

• The Maternity Benefit Act, 1961(Amended in 2017). 

• The Payment of Bonus Act, 1965(Amended in 2015). 

• The Payment of Gratuity Act, 1972(Amended in 2017). 

 

11. Insurance Laws 

The Indian Life Assurance Companies Act, 1912 and Indian Insurance 

Companies Act, 1928 amended as Insurance Act, 1938 tend to have an effect on 

the franchise business indirectly as the business needs to be insured as well as the 

trade insurance needs to be considered by the parties. 

 



   
 

 

12. Laws of E-Commerce 

In the era of information technology, when franchise business operations use 

online mode to sell goods or for transfer of information to the parties the laws 

suitable for such E-transactions automatically get involved. This law is, 

Information Technology Act, 2000 (Amended in 2014). 

 

13. Industry Specific Laws 

Depending upon the industry and the business sector that the franchisor and 

franchisee belong to, different laws applicable to the respective industry or 

business shall be applied. For instance the food and beverage franchise may apply 

Food Safety and Standards Act, 2006 (Amended in 2017) and in case of drugs and 

cosmetic franchise, the law applicable will be Drugs and Cosmetics Act, 1940 

(Amended in 2017). All such industry specific Laws should be carefully analysed 

and applied by the parties to the franchise business. 

Thus, the absence of one specific law of franchising in India makes it mandatory 

for the parties to franchise business to follow a set of multiple laws to form a 

consolidated agreement by considering all the legal issues that may crop up 

during the course of business. 

 

4.5 FRANCHISE DISPUTES AND REGULATIONS 



   
 

 

Disputes tend to be a part of any relation. So franchising is not an exception. In 

due course of business it is natural that there will be disputes among the 

franchisor and the franchisee. Total avoidance of disputes is impractical. 

However, disputes can be resolved to avoid the undesirable circumstances and 

results. Due to various reasons like, non existence of specific law, complexity of 

franchise agreement, application of multiple laws, there may arise certain 

conflicts between the franchising parties.  

 

 

4.5.1 Prominent Causes of Disputes are: 

1) Franchisee’s failure to make payments to the franchisor. 

2) Constant delays in payment by franchisee to the franchisor. 

3) Lack of necessary support by the franchisor to the franchisee. 

4) Breach of confidentiality and trust. 

5) Dilution of quality standards by the franchisee. 

6) Damage to intellectual property by the franchisee. 

7) Lack of information supply from the franchisor to the franchisee. 

8) Unnecessary and irrelevant monitoring by franchisor over the franchisees’ 

actions in business. 

9) Failure of the franchisee to report the material facts of business transactions to 

the franchisor 

10) Encroachment by the franchisor.  



   
 

 

 

4.5.2 Forms of Resolution 

The dispute may be caused due to any reason. The resolutions are possible 

through following five methods. 

1) Discussion 

2) Mediation 

3) Termination 

4) Arbitration 

5) Litigation 

Each of these may be explained as under: 

Discussion – It is the first phase of dispute resolution where the parties meet and 

discuss to sort out the matter of conflict. 

 

Mediation – Here, an individual who is impartial to both the parties is appointed 

as a referee. He / she acts as the mediator, who listens to both the parties and 

gives his judgement which should be binding upon both the parties.   

 

Termination – It is an extreme step taken of winding up the relation by 

terminating the contract between franchisor and franchisee. 

 



   
 

 

Arbitration – In this case an institution is involved in solving a dispute. The 

parties appoint mutually accepted arbitrator who may be an entity such as a 

chamber of commerce. 

 

Litigation – This method of resolution of dispute is through the intervention of 

judiciary. It is the most time consuming and the costliest method of resolution of 

disputes among franchising parties. 

 

 

 

4.6  FRANCHISE AGREEMENT 

A legal document that binds the franchisor and the franchisee in a franchise 

relationship is known as a franchise agreement. The agreement is usually made in 

writing and is signed by both the parties to franchise business. It provides the list 

of rights and obligations of the franchisor and franchisee. A franchise agreement 

is signed with three main objectives. They are: 

1. To protect the interest of the parties to franchise business. 

2. To provide clear terms and conditions to be followed by the parties in 

franchising. 

3. To set up certain rules to be followed by franchisor and franchisee in case of 

absence of legal framework in the country. 



   
 

 

As there is no specific legislation or law for franchising in India, the franchise 

agreement becomes an important document in binding the franchisor and 

franchisee in a relation for a specific period. 

A franchise agreement is drafted by the franchisor with the help of his legal 

advisors. It has a specific order.  The initial part of the agreement is called recital 

which provides information general to the business. At the end part of an 

agreement, there are schedules which declare the dates of remittances, franchise 

fee, geographical limits and rights of renewal of contract. The body of the 

agreement between the recital and the schedules forms the main portion of the 

franchise agreement. It provides the operational clauses, terms and conditions that 

the franchisor and franchisee are to follow. These terms and conditions may relate 

to the following issues. 

1) Territory / geographical boundaries 

2) Tenure of the franchise contract 

3) Terms of renewal 

4) Premises and leases 

5) Cost and financial requirements 

6) Start up support 

7) Operational manuals 

8) Obligations of the franchisor and franchisee 

9) Minimum business targets 

10)  Recruitment and training of employees 

11)  Taxes payable 



   
 

 

12)  Accounts and records to be maintained 

13)  Advertising and marketing support 

14)  Transfer of information to and fro 

15)  Termination clause 

16)  Arbitration procedure 

17)  Intellectual property rights 

18)  Cooling off period 

19)  Layout and interior requirements 

20)  Any other terms suitable to the business 

 

Generally since the franchise agreement is drafted by the franchisor’s lawyers, it 

is more biased and favouring towards the franchisor. The franchisee needs to be 

extra careful while signing the agreement to avoid this risk.   

In case of Master Franchise the Master Franchise Agreement contains some extra 

clauses, such as: 

1) Business development plan 

2) Recruitment of sub franchise 

3) Training and support services 

4) Franchise fee and royalty 

5) Franchise agreement with sub franchisee 

 



   
 

 

 

4.7 LEGAL FORMALITIES AND ISSUES IN FRANCHISING - AN 

ANALYSIS IN THE STATE OF GOA 

The present study intends to highlight certain facts about the legal formalities of 

franchising. Various issues related to the franchise agreement, formal meetings 

prior to signing the agreement, franchise disclosure document, etc. have been 

investigated through the analysis of primary data. The study also deals with 

various problems faced by the franchisees in Goa because of lack of specific 

franchise law in the country and which strengthens the need for such a law. 

 

4.7.1 SAMPLE DESCRIPTION  

The present empirical work is based on a primary survey of 195 franchise units 

from the state of Goa. Table No. 4.1 provides a detailed description of the 

franchise units surveyed for the purpose of this study.  

Table No. 4.1: Details of Selected Franchise Units in Goa 

Sr. 

No. 

 

Category  Description  Frequency  Percentage  

1 Type of franchise 

units 

Food & Beverage 111 56.9 

Consumer Goods & 

Services 

57 29.2 

Hospitals, Health and 

Beauty 

10 5.1 

Hotels 7 3.7 

Education 10 5.1 

Total  195 100 

2 Ownership of Individual  187 95.9 



   
 

 

franchise units Group  8 4.1 

Total  195 100 

3 Age of franchise 

unit 

Below 3 years 24 12.3 

3 years – Below 5 years 28 14.4 

5 years – Below 10 years 82 42.1 

10 years and Above 61 31.3 

Total  195 100 

6 Model of 

franchising  

Master franchising 2 1.02 

Unit franchising 193 98.98 

Total  195 100 

7 Level of 

operation of 

franchise unit 

International franchise 109 55.90 

Nationwide franchise 69 35.38 

State level franchise 17 8.72 

Total  195 100 

4 Location District 

wise 

South Goa   104 53.33 

North  Goa  91 46.67 

Total  195 100 

5 Location Taluka 

wise 

Quepem 11 5.64 

Canacona 5 2.56 

Sanguem 3 1.54 

Salcette 68 34.87 

Mormugao 17 8.72 

Tiswadi 46 23.60 

Bardez 26 13.33 

Pernem 5 2.56 

Ponda 6 3.08 

Sattari 2 1.02 

Bicholim  6 3.08 

Total  195 100 

 Source: Compiled from primary data 

The above table presents a detailed description with regards to the selected sample 

of franchise units in the state of Goa. It can be understood from the above table 

that out of the total 195 units of franchise business operating in Goa, maximum 

number of units belong to Food and Beverage Industry followed by a considerable 

number of franchise units operating in Consumer Goods and Service Industry.  



   
 

 

The franchise units surveyed in Goa are found to be owned by either individual 

franchisee or a group of business associates. The data shows that 95.9 percent of 

the franchise units are owned by individual franchisees and 4.1 percent by groups. 

Below given table i.e. Table No. 4.2 clarifies further in regards to the group 

ownership of the surveyed franchise units. It shows that as far as franchising in 

Goa is concerned, 20 percent of the Hospital, Health and Beauty industry and 100 

percent of the Hotel industry is owned by groups and not the individual 

franchisees. The reason may be a larger scale of operations and huge investment 

in such businesses.  

Table No. 4.2: Ownership of Selected Franchise Units in Goa 

Sr. 

No. 

Type of franchise / Industry Ownership 

Individual Group 

1 Food & Beverage 111    (100%) 0        (0%) 

2 Consumer Goods & Services 57      (100%) 0        (0%) 

3 Hospitals, Health and Beauty 8        (80%) 2        (20%) 

4 Hotels 0        (0%) 7        (100%) 

5 Education 10      (100%) 0        (0%) 

Source: Computed from primary data (percentage is in parenthesis)  

As far as the Age of the surveyed franchise units in Goa is concerned, the data 

from Table No. 4.1 shows that, maximum of franchise units are 5 or more than 5 

years old. However, there are around 26.7 percent of franchise units which are 

newly established. 

 



   
 

 

Data also highlights the Model of franchising adopted by franchisees in Goa. Out 

of the total surveyed franchise units, 98.98 percent follow the Unit Franchise 

Model whereas only 1.02 percent follows Master Franchise Model.  

 

Considering the level of operation of franchise business, there are 55.90 percent 

franchisees in Goa operating with international brands, 35.38 percent franchisees 

dealing with national brands and a minor portion of the total sample, i.e, 8.72 

percent are operating with state level franchise brands. 

 

Based on the geographical location in the state of Goa, out of the surveyed 

franchise units, 55.33 percent belong to South Goa and 46.67 percent to the North 

Goa. A maximum of the franchised units are located in Salcette Taluka in South 

Goa followed by Tiswadi Taluka of North Goa. With the entire survey of 

franchise business in the state of Goa none of the franchise units have been found 

located in Dharabandora Taluka belonging to South Goa.   

 

Below given table provides a description on the respondent profile. The 

respondents are the owners of the franchise units in Goa included in the survey for 

the purpose of this study.  

Table No. 4.3: Details of Selected Franchisees in Goa  

Sr. Category  Description  Frequency  Percentage  



   
 

 

No. 

1 Gender of the 

franchisee 

Male 152 77.9 

Female 35 17.9 

Group (Gender not 

applicable) 

8 4.2 

Total 195 100 

3 

 

Age of the 

franchisee  

 

Below  25 years 1 0.5 

25years – Below 40 years 84 43.1 

40 years – Below 55 years 84 43.1 

55 years – Below 70 years 17 8.7 

70 years and above 1 0.5 

Group (Age not applicable) 8 4.1 

Total 195 100 

3 

 

Educational 

Qualification of the 

franchisee  

 

SSC 12 6.2 

HSSC 32 16.4 

Graduation 111 56.9 

Post graduation 29 14.9 

Other degree/deploma 3 1.5 

Group(Qualification not 

applicable) 
8 4.1 

Total 195 100 

Source: Computed from primary data 

As per the Table No. 4.3, it is found that maximum of the franchisees are male 

however women are also part of franchise business as owners contributing to the 

number of women entrepreneurs in Goa. The data also reveals the fact that a large 

number of franchisees belong to the age group of 25 to 55 years. As far as the 

educational qualification of the respondents is concerned, most of the franchisees 

in Goa are graduates.  

 



   
 

 

These attributes of the respondent shown in Table No. 4.3 have been used for 

further analyses in this chapter. The following sections of the chapter describe and 

analyse the various facts and issues related to agreement of franchising, its 

documentation, legal requirements, awareness of the respondents on legal 

requirements, problems with respect to legal environment of franchising in the 

state and the country, etc. 

 

4.7.2  AGREEMENT AND MEETING WITH FRANCHISOR 

Franchisor - Franchisee relation is confirmed upon signing an agreement. All the 

franchisee units in Goa have signed a written agreement with their respective 

franchisors, whether they belong to Unit Franchise system or the Master 

Franchise system. Usually, all the franchisees have a personal meeting with their 

franchisor at least once before signing the franchise agreement. However, the 

study shows that personal meetings prior to signing the franchise agreement, is 

not a compulsion. The frequency of meeting between franchisor and franchisee 

before signing the agreement depends upon the circumstances. The observed 

frequency of meetings is shown in the Table No. 4.4 as below. 

Table No. 4.4: Frequency of Personal Meetings between Franchisor and 

Franchisee Prior to Signing the Agreement of Franchise 

Sr. 

No. 

Frequency of Meetings Cases 

Number Percentage (%) 

1 None of the time  4 2.1 
2 1-2 times 147 75.4 
3 3-4 times 31 15.9 



   
 

 

4 5-6 times 6 3.1 
5 More than 6 times 7 3.6 

Source: Computed from primary data  

From the above table it may be noted that, there are franchisees existing in Goa 

who have not had a single personal meeting with the franchisor or franchisor’s 

representatives prior to signing an agreement of franchising. This indicates that 

the franchisees might have relied upon digital system of meetings such as video 

conferencing, telephonic conversations, emails, and other electronic media. 

However, the tabulated data shows that maximum numbers of franchisees have 

personally met their franchisor or his representatives one to two times prior to 

signing the franchise agreement. The data also shows that, some of the franchisees 

in Goa had to meet their respective franchisors or their representatives more than 

six times prior to signing the agreement. This frequency of meetings does not 

include the count of meet on the day of signing the franchise agreement. It was 

also understood from the personal interactions with the franchisees in Goa that, 

frequency of meeting the franchisor before signing the franchise agreement 

depends on various matters such as, introduction of the parties to franchise 

agreement, discussions on the terms of contract, understanding the business, 

geographical distance between the franchisor and franchisee, venue of meetings, 

etc. 

 

4.7.3 FRANCHISOR’S PERSONAL PRESENCE DURING THE 

MEETINGS BEFORE SIGNING AGREEMENT 



   
 

 

Upon doing indepth investigation, it was found that meeting with the franchisor 

necessarily did not mean that the franchisor was personally available for 

discussion. Franchisor’s representative or manager handled the meeting.  Out of 

the total surveyed franchisees 92.3 percent could have a personal meeting with the 

franchisor. However, only 7.7 percent revealed that they could meet only the 

franchisor’s representative and not the franchisor. This phenomenon was more 

prevalent among the franchisees that have a franchise of international brand. 

Since the foreign franchisors are located abroad, the franchisee had to remain 

contented only by meeting their representatives in India. 

 

 

4.7.4 DRAFTING THE AGREEMENT  

As far as drafting the franchise agreement is concerned, it was revealed that in 

91.8 percent respondent’s cases, the franchisors drafted the document. However, 

in case of 7.7 percent of the total sample, the franchisees were given considerable 

opportunity to discuss with the franchisor before finalising the agreement terms 

and only in case of 0.5% of the sample, franchisee proposed certain terms of the 

agreement. The data in regards to this is tabulated in Table No. 4.5 as under. 

 

Table No. 4.5: Drafting of Franchise Agreement 

Sr. 

No. 

Party participating in Drafting Cases  

Number  Percentage (%)  

1 Proposed By Franchisor 179 91.8 



   
 

 

2 Proposed By Franchisee 1 .5 

3 Both Discussed & Agreed 15 7.7 

Source: Computed from primary data  

 

4.7.5  FRANCHISE DISCLOSURE DOCUMENT IN INDIA  

In countries like USA, Australia, China the franchise law makes it mandatory for 

the franchisor to present to the prospective franchisee a Franchise Disclosure 

Document (FDD). The present study reveals that more than 90 percent of the 

selected franchisees in Goa have not received such a document. Out of the total 

respondents, only 7.7% who belonged to some of the international franchise brand 

agreed to a FDD being presented to them by their franchisors before signing the 

franchise agreement.  

 

4.7.6 FRANCHISEE’S  PRECAUTIONS BEFORE SIGNING 

FRANCHISE AGREEMENT 

Prior to signing any agreement in regards to franchising, it is assumed that the 

parties to the franchise business will take some precautions to safeguard their 

interests. The measures undertaken by the selected franchisees in Goa have been 

highlighted in this section of the study.  

 



   
 

 

i. CONSULTATION WITH FRANCHISE AUTHORITIES AT 

NATIONAL LEVEL 

The purpose behind inquiring from the franchisees whether they had any kind of 

communication with the experts was to understand the level of care they had 

taken before buying a franchise unit. 

The response from the selected respondents regarding any consultation with any 

franchising consultants / authorities such as Franchise Association of India (FAI) 

or the Francorp which is a legal consultancy firm of FAI reveals that none of the 

franchisees consulted Francorp on their own. However, only 9.2% of the total 

sample consulted FAI and a negligible portion i.e. 0.5% of the sample were 

directed to Francorp when they approached FAI. However, a large portion of the 

sample surveyed i.e. 90.3% neither consulted FAI nor its legal partner Francorp 

before taking the decision of venturing into the franchise system. 

 

ii. CONSULTATION WITH A LAWYER / LEGAL ADVISOR (STATE 

LEVEL) 

It was observed from the response of the selected franchisees that, before signing 

the agreement with the franchisor, the franchisees have not only discussed the 

terms and conditions of the agreement with the franchisor but also have consulted 

a lawyer/legal advisor from Goa. 

This was studied by testing the following hypothesis. 



   
 

 

 

Ho1(a) There exists no significant association between franchisee discussing 

the terms and conditions of agreement with the franchisor and 

consulting a lawyer/legal advisor prior to signing franchise 

agreement. 

 

The above hypothesis has been tested using Chi Square Test. The test result 

showed a chi square value of 9.324 and the P-Value (0.006) is found significant at 

5% level. Thus the above hypothesis has been rejected. This means, there exists a 

significant association between franchisee discussing terms and conditions of 

agreement with the franchisor and consulting a lawyer/legal advisor prior to 

signing franchise agreement. 

 

The cross tabulation obtained from the two variables show following association 

with the test result of Ho1(a). 

 

Table No. 4.6:  Association between Discussing Terms with Franchisor and 

Consulting Lawyer 

Discussing 

Terms With 

Franchisor 

Consulting Lawyer Total Test result of Ho1(a) 

No Yes 

No 6 2 8 Chi Square = 9.324 

DF =1 

P- Value = 0.006 

Yes 48 139 187 

Total 54 141 195 



   
 

 

Source: Computed from primary data 

 

As per the Table No. 4.6, it may be understood that, out of the total sample of 195 

franchisees in Goa,  maximum number i.e. 139 franchisees have not only 

discussed the terms and conditions  of the agreement  with their respective 

franchisors but also have consulted a lawyer/legal advisor before finalising their 

decision of buying the concerned franchise. This is a wiser and a safer step that 

the franchisees have taken. Total 48 franchisees have discussed the terms of 

agreement with the franchisor but have not consulted the legal advisor. There are 

6 franchisees  who completely rely on their ability  to judge and understand the 

system  of franchising and therefore neither they  found need to discuss any terms 

with the franchisor nor consult any lawyers. Further, only 2 franchisees 

completely trusted the legal advice only. 

 

4.7.7 FRANCHISE AGREEMENT RELATED DETAILS 

This section of the study highlights the contents of the franchise agreements 

signed by the franchisees operating in Goa. 

 

i. TERMS INCLUDED IN THE AGREEMENTS 

In order to know the major terms included as the contents of the franchise 

agreement a multiple choice question was inserted in the Questionnaire-I 



   
 

 

(provided in annexure). Response on a list of 23 items was to be provided by the 

selected franchisees.  

 

A multiple choice analysis (Atkins Laura, 2012) was used to calculate frequencies 

of these items. Table No.4.7 provides the frequencies calculated using multiple 

response analysis.   

 

 

Table No. 4.7: Multiple Response Analysis of Terms of  Franchise 

Agreement Signed by Franchisees in Goa 

 

Terms of Agreement 

Responses Percent of 

Cases N Percent 

 Opening and Closing Hours 180 5.1% 92.3% 

Salary to Employees 130 3.7% 66.7% 

Period of Contract  186 5.3% 95.4% 

Operational Manual 170 4.8% 87.2% 

Proprietary Statements 89 2.5% 45.6% 

Site Maintenance 170 4.8% 87.2% 

Products Permitted to be Sold 165 4.7% 84.6% 

Standards of overall ambiance 166 4.7% 85.1% 

Mentions Prices 188 5.4% 96.4% 

Hours Of Operations 170 4.8% 87.2% 

Start Up Date 31 0.9% 15.9% 

Renewal 192 5.5% 98.5% 

Termination 194 5.5% 99.5% 

Interiors 172 4.9% 88.2% 

Standard  Of Production  59 1.7% 30.3% 

Standard Of Service 182 5.2% 93.3% 

Mentions Dos N Don’ts 89 2.5% 45.6% 



   
 

 

Credit Terms 141 4.0% 72.3% 

Training of employees 151 4.3% 77.4% 

Training of Franchisee 172 4.9% 88.2% 

Mentions Dress Code 154 4.4% 79.0% 

Asset procurement 184 5.2% 94.4% 

Consumer Protection Clause 177 5.0% 90.8% 

Total 3512 100.0% 1801.0% 

Source: Computed from primary data 

The above table shows three types of calculated figures namely, 

1) ‘N’, which means a frequency in numbers or equivalent ‘mode’ which is one of 

the measure of central tendency. In the above table it shows the number of 

respondents out of the total sample who have the given term/ clause in the 

franchise agreement they have signed.  

 2) ‘Percent’, which is percentage out of total 100%. Here it considers the 

percentage of response received for a given term/clause of the franchise 

agreement as signed by the respondents. 

 

3) ‘Percent of cases’, which means percentage when total number of cases opted, 

have been considered.  In the above table total numbers of cases are 3512 and 

percent of cases are calculated considering the total number of cases as 100 

percent. 

 



   
 

 

As per the calculated percent of cases and the corresponding frequency number, 

most of the franchise agreements contain the termination clause followed by 

renewal clause, terms of pricing, duration of contract, working hours, consumer 

protection and so on. 

 

 

ii. TERMS IN THE AGREEMENT DIFFER ACROSS THE TYPE OF 

FRANCHISE SECTOR 

 

The selected sample consists of five different types of franchises. An assumption 

was made that, terms and conditions mentioned in a franchise agreement vary 

across the type of franchise. Following hypothesis was framed and tested using 

one way ANOVA.  

Ho1(b) Terms mentioned in a franchise agreement do not differ significantly 

across the type of franchise. 

 

The result of testing the above hypothesis Ho1(b) is shown in Table No. 4.8. 

Table No. 4.8 :Terms of Franchise Agreements Across the Types of 

Franchise 

Terms of Agreement 

Computed Values  
 

Decision on Null 

Hypothesis 

F Test 

Value 

Sig. 

 (P-Value) 

 Opening and Closing Hours .827 .509 Accept 



   
 

 

Salary to Employees 3.371 .011 Reject 

Period of Contract .710 .586 Accept 

Operational Manual .991 .414 Accept 

Proprietary Statements 4.069 .003 Reject 

Site Maintenance 1.527 .196 Accept 

Products Permitted to be Sold 6.079 .000 Reject 

Standards of overall ambiance 5.050 .001 Reject 

Mentions Prices 2.786 .028 Reject 

Hours Of Operations .235 .919 Accept 

Start Up Date 7.617 .000 Reject 

Renewal .120 .975 Accept 

Termination .186 .945 Accept 

Interiors .312 .870 Accept 

Standard  Of Production 4.368 .002 Reject 

Standard Of Service 1.373 .245 Accept 

Mentions Dos N Don’ts 3.911 .004 Reject 

Credit Terms 1.807 .129 Accept 

Training of employees 2.417 .050 Reject 

Training of Franchisee 1.448 .220 Accept 

Mentions Dress Code 2.844 .025 Reject 

Asset procurement .835 .504 Accept 

Consumer Protection Clause .853 .493 Accept 

Source: Computed from primary data 

In the above table, the F-test value and significance value obtained through one 

way ANOVA has been mentioned across each term that is usually included in the 

franchise agreements.  The significance value that is obtained less than 0.05 

indicates that the particular term mentioned in the agreement differs across the 

types of franchise and this means the hypothesis Ho1(b) framed above is rejected 

with respect to that particular term.  

For example, from the above table it may be noted that salary paid to the 

employee as mentioned in the agreement of franchise, will vary as per the sector 



   
 

 

of franchise business. This means Ho1(b) with respect to the terms of salary is 

rejected. 

Similarly, a mention about the proprietary statements, product permitted to be 

sold, standards of overall ambiance, prices to be charged, mentioning the start up 

date, standards of production,  Do’s  and Don’ts, training requirements of 

employees and the dress code applicable to employees differ across the types of 

franchise business. In case of food and beverage franchise, training the employees 

may be indispensible so the term related to training may be included in the 

agreement whereas it may not be a necessity in a fashion store of consumer goods 

franchise and therefore for such agreements that term may not be included.  

Test of hypothesis Ho1(b) shows that the terms such as opening and closing hours 

of business, duration of the contract, operational manual, site maintenance, hours 

of operations, renewal of contract, termination clause, interiors, service standards, 

credit terms, franchisee’s training, assets procurement and consumer protection do 

not differ across the type of franchise which means these terms will be mentioned 

in the agreement irrespective of nature of business a franchise may belong to. 

 

iii. RENEWAL OF FRANCHISE AGREEMENTS  

Data shows that a franchise agreement initially is for 3 to 5 years with onetime 

payment of franchise fee. If the franchisee intends to continue the contract he has 

to apply for the renewal of agreement. A new agreement is signed by the parties 



   
 

 

for further 3-5 years and franchise fee is charged for renewal of contract by the 

franchisor and the franchisee is allowed to continue with the business.  

However, if the franchisee does not desire to continue they can surrender the 

franchise at the end of the agreement duration or even in between through a 

proper negotiation with the franchisor. 

 

 

4.7.8 FRANCHISEE AWARENESS ON NON-EXISTENCE OF LAW OF 

FRANCHISING IN INDIA AND ITS SUPPORT SYSTEMS 

The study intended to find whether the franchisees in Goa are aware of the non-

existence of comprehensive franchise law in India to regulate franchise business. 

It also intended to know whether the selected franchisees in Goa are aware about 

the existence of FAI and its legal partner Francorps. The data results are shown in 

Table No. 4.9 as follows. 

 

Table No. 4.9: Awareness on Non-Existence of Franchise Law among the 

Franchisees in Goa 

Awareness Response  Frequency  % 

Non-Existence Of Comprehensive 

Franchise Law In India 

Yes 182 93.3 

No 13 6.7 

 

Franchise Association of India Yes 164 84.1 

No 31 15.9 

 

Francorps – The Legal Partner of Yes 30 15.4 



   
 

 

FAI No 165 84.6 

Source: Computed from primary data 

 

From the above table, it is clear that the franchisees in Goa are well aware about 

the fact that a specific and comprehensive law of franchising does not exist in 

India. A considerably large section of franchisees are aware that there exists FAI 

which is an entity established to support and work for franchise system in India. 

However, a considerably small portion of franchisees in Goa are aware that FAI 

has its legal partner called Francorps which works for legal issues of franchisees. 

The above awareness of franchisees in Goa has been analysed across the selected 

types of franchise business in Goa, the educational qualification of the selected 

franchisees and the area of operation of their franchise units. The hypotheses and 

results of the hypotheses tested for this purpose are presented as under. 

 

 

 

i. FRANCHISEE AWARENESS ACROSS  THE TYPES OF 

FRANCHISE IN GOA  

To study the franchisees’ awareness with regards to non-existence of specific 

franchise law and the existence of franchise authorities in India across the types of 

franchise In Goa, a hypothesis was framed as under. 

 



   
 

 

Ho1(c) Franchisee awareness with regards to existence of specific franchise 

law and the franchise authorities in India does not differ 

significantly across the type of franchise. 

 

The hypothesis Ho1(c) was tested using one way ANOVA and the results are 

shown in Table No. 4.10. 

 

Table No. 4.10: Franchisee Awareness about Franchise Law, FAI and 

Francorps across Types of Franchise 

 

Awareness On  
F. Test 

Value 

Sig. 

(P-Value) 

Decision on 

Null 

Hypothesis 

Non-Existence Of Comprehensive 

Franchise Law In India 
.814 .518 Accept  

 

Franchise Association of India  1.122 .347 Accept 
 

Francorps – The Legal Partner of 

FAI  
.395 .812 Accept 

Source: Computed from primary data 

As per the above table all the P-Values obtained are insignificant at 5% level of 

significance. This means the null hypothesis framed above cannot be rejected. 

The test proves that the awareness of franchisee about various issues discussed 

does not differ as per the type of franchise business. 

 

 



   
 

 

ii. FRANCHISEE AWARENESS ACROSS EDUCATIONAL 

QUALIFICATION OF THE FRANCHISEE 

Franchisee awareness was also studied across the qualification of the franchisee 

by framing following hypothesis which was tested using ANOVA. 

 

Ho1(d) Franchisee awareness with regards to existence of specific franchise 

law and the franchise authorities in India does not differ 

significantly across their Educational Qualification. 

 

Below given Table No. 4.11 shows that, only the awareness of franchisee about 

the existence of Francorps differs across their educational qualification. However, 

the awareness on non-existence of law and existence of FAI does not differ across 

educational qualification of the franchisees in Goa. 

 

 

 

 

Table No. 4.11: Franchisee Awareness across Educational Qualification 

 

Awareness On  

F. Test 

Value 

Sig. 

(P-Value) 

Decision on Null 

Hypothesis 

Non-Existence Of 

Comprehensive Franchise 

Law In India 

.293 .916 Accept 

 

Franchise Association of 1.814 .112 Accept 



   
 

 

India  
 

Francorps – The Legal 

Partner of FAI  
4.390 .001 Reject  

  Source: Computed from primary data 

 

iii. FRANCHISEE AWARENESS ACROSS THE LEVEL OF 

OPERATION OF THE FRANCHISE BUSINESS 

Level of operation of franchise business in the present study refers to whether the 

selected franchise unit is operating at international level, national level or the state 

level. It was assumed that if a brand that the franchisee deals with is of 

international level or national level, franchisee’s level of awareness on non–

existence of the franchise law in India and existence of the franchise support 

system would be greater than that of the franchisee dealing with a local brand in 

Goa. Thus, the following hypothesis was framed and tested using ANOVA. 

Ho1(e) Franchisee awareness with regards to existence of specific franchise 

law and the franchise authorities in India does not differ 

significantly across the level of operation of franchise business. 

 

As per the test result shown in Table No. 4.12, it is understood that the awareness 

of the franchisees about the non-existence of law and existence of FAI differs 

across the level of operation of franchise business. However, the awareness upon 



   
 

 

existence of Francorps does not differ across the level of operation of franchise 

business. 

Table No. 4.12: Franchisee Awareness across the Level of Operation of 

Franchise Business 

 

Awareness On  
F. Test 

Value 

Sig. 

(P-Value) 

Decision 

on Null 

Hypothesis 

Non-Existence Of Comprehensive Franchise 

Law In India 
13.834 .000 Reject  

 

Franchise Association of India  10.683 .000 Reject 
 

Francorps – The Legal Partner of FAI  .921 .400 Accept  

  Source: Computed from primary data 

 

 

4.8 PROBLEMS FACED BY FRANCHISEES DUE TO LACK OF 

SPECIFIC FRANCHISE LAW IN INDIA 

As a result of unavailability of specific franchise law in India, regulation of 

franchise system of business depends upon multiple laws applicable to 

franchising. This may pose a threat to the smooth development of the economics 

of franchise business in India.  At the micro level, it also creates problems for the 

franchisees.  With the help of primary data collected from a selected sample of 

195 franchisees from the state of Goa, an analysis has been made related to the 

various problems faced by them due to lack of specific franchise law in India. It is 

also assumed that these problems may affect the satisfaction of franchisee towards 

the franchise system of business. 



   
 

 

A hypothesis has been framed to test whether these problems lead to franchisees’ 

dissatisfaction on the system of franchise business. Following is the hypothesis: 

Ho1(f) Problems faced by franchisees due to lack of specific franchise law in 

India do not have a significant impact on franchisees’ satisfaction. 

The above hypothesis is tested using Regression Analysis. However, prior to 

using Regression analysis, an Exploratory Factor Analysis had to be done on 16 

variables. These 16 variables, which are16 items with 5 point Lickert scale are the 

problems that the franchisees face due to lack of specific franchise law in India. 

Exploratory Factor Analysis (EFA) was used to obtain the factors which represent 

the most prominent problems faced by the franchisees in Goa due to lack of 

specific law of franchising in the country. These derived factors are considered as 

independent variables and a variable named ‘franchisee dissatisfaction’ is used as 

a dependant variable in Regression Analysis to test Ho1(f). 

K-M-O (Kaiser-Meyer-Olkin) Measure of Sampling Adequacy value is obtained 

as 0.793 during the EFA. This test is to confirm whether the sample size selected 

for the study is sufficient. Any value that is above 0.70 is considered as a good 

value and confirms that size of the sample is adequate. The value obtained from 

this KMO test confirms that sample is sufficient for an EFA. Similarly the data 

that is used to test this hypothesis involves 17 variables (16 used in EFA and one 

in regression analysis as dependant variable) have been tested for reliability using 

Cronbach’s Alpha Test. The value of reliability test is obtained as 0.842 with 

which a claim may be made that this data is highly reliable for study. Any 



   
 

 

Cronbach’s Alpha Test value which is greater than 0.50, is considered to be a 

good value indicating reliability of the data. The result of Exploratory Factor 

Analysis is shown in Table No. 4.13. 

Table No. 4.13: Problems Faced by Franchisees due to Lack of Specific Law 

of Franchising in India 

Problems Faced By The 

Franchisees 

Derived Prominent Problems 

 

Legal 

Problems 

Business 

Problems 

Relational 

Problems 

Trust & 

Faith 

Problems 

Tedious To Draft Agreement .812    

Difficult To Handle In Court .677    

Specific Problems not Handled .665    

Delay In Start up .527    

Negative Impact on growth  .758   

Difficulties Faced   .678   

Feel Helpless  .549   

Should Be A Law To Regulate  .523   

Biased to Franchisor  .565   

Not Cooperating   .779  

Dissatisfied With Fr Relation   .598  

Confused Whom To Approach   .604  

Neglected   .552  

Doubt Terms Of Agreement    .894 

Loose Trust In Franchisor    .854 

Insecurity In Mind    .688 

 

Eigen Values 2.666 2.378 2.255 2.232 

Percentage Variance  16.665 14.862 14.096 13.947 

Percentage Cumulative Variance 16.665 31.527 45.623 59.570 

 Source: Computed from primary data 

As seen in the above table, four factors have been derived from 16 variables used 

in the analysis. The derived four factors have been given suitable names as per the 

components of the group. 



   
 

 

 

Factor 1 obtained comprises of four elements. 

These four elements narrate four problems faced by the franchisees due to lack of 

franchise law in India. They are closely associated with each other, so form a part 

and parcel of the first factor and are named as “Legal Problems”. 

The components that define legal problems are: 

1) Franchisees feel that it is tedious to draft the franchise agreement because of 

applicability of multiple laws. 

2) Franchisees feel that since law does not exist for franchise regulation in 

India, it becomes difficult to handle certain issues in the courts. 

3) Specific problems related only with franchising cannot be handled in court. 

4) Since one has to rely on multiple laws, start up of franchise becomes a 

delayed process. 

 

Factor 2 obtained through EFA comprises five problems faced by the franchisees 

due to no specific franchise law in India. This factor is named as “Business 

Problems” and consists of following issues a franchisee may come across: 

1) Franchisees feel that, the lack of regulatory framework in India, certainly has 

a negative impact on the growth of franchise industry. 

2) Franchisees face many difficulties in the regular business operations. 



   
 

 

3) Franchisees feel helpless as there are no proper regulations to protect their 

interests. 

4) There is no platform/ authority where they can comfort themselves in case of 

disputes. 

5) They feel the agreement favours the franchisor and it’s biased towards 

franchisor’s interest. 

 

Factor 3 is derived from four problems closely related with franchisor-franchisee 

relation and therefore is named as “Relational Problems”. This factor comprises 

of: 

1) Franchisor does not co-operate with the franchisees. 

2) Franchisees are dissatisfied with the type of franchisor relation in business. 

3) Franchisees get confused as to whom to approach when franchisor mistreats 

them. 

4) They feel neglected by the franchisors. 

 

Factor 4 is based on three elements and is named as “Trust and Faith 

Problems”. They are: 

1) Franchisees doubt the authenticity of the agreement as their involvement in 

drafting the franchise agreement is negligible. 

2) They slowly lose trust upon the franchisor. 



   
 

 

3) There exists insecurity in their mind constantly. 

 

Thus from the results of an EFA, 16 variables are reduced and compressed into 4 

factors. These four factors combined together, explain the variance of 59.570% 

which is considerably acceptable as it is more than 50 %. All the derived factors 

are found to be having eigen value greater than one. 

Further, a regression model is specified to test H01(f). The regression analysis is 

done using the four factors derived from EFA. The factors namely, Legal 

problems, Business problems, Relational problems and Trust and Faith problems 

are considered as independent factors that influence a dependant variable called 

Franchisee Dissatisfaction towards franchise system. Regression results have been 

presented in Table No. 4.14. 

Table No. 4.14: Regression Analysis of Relationship between Problems Faced 

by Franchisee due to Lack of Franchise Law in India on Franchisee 

Dissatisfaction 

 
Dependent Variable : Franchisee Dissatisfaction 

 
Independent Variables 
 

Beta 
Coefficient 
 

t- Test Value  P-Value 

Legal Problems .605 10.921 .000 

Business Problems .141 2.540 .012 

Relational Problems .175 3.153 .002 

Trust and Faith Problems .044 .798 .426 

 

Constant  .000 

R Square .418 

Adjusted R Square .405 

F Test Value 34.075 



   
 

 

P- Value  .000 

Source: Computed from primary data 

From the above table of regression analysis, it is clear that the hypothesis H01(f)  is 

rejected as the P-Value obtained is significant at 5 % level. The calculated R 

Square is 0.418 and Adjusted R Square is 0.405 which means the model is 

explained to the extent of 40 percent. Further, one can realize the impact that each 

factor makes on franchisee dissatisfaction from the coefficient values given in 

above table. 

 

With a significant constant value, legal problems, business problems and 

relational problems are also found to be significant factors at 5 % level of 

significance. However, the trust and faith problems are found to be insignificant 

in the model.  

 

Further all the factors are having a positive impact on franchisee dissatisfaction 

i.e. if there is an increase in the Legal/Business/Relational problems there will be 

significant increase in the level of dissatisfaction of the franchisee towards the 

franchise business. The positive impact of problems faced by franchisee on their 

level of satisfaction can be noted from the standardized coefficient Beta values 

shown in Table No. 4.14 above. 

 



   
 

 

Thus, Ho1(f)  stands rejected with respect to legal problems, business problems 

and relational problems. However, it is accepted with respect to trust and faith 

problems. 

 

If presented in the form of an equation, the regression equation would be as 

under: 

Y = α + B1X1 + B2X2 + B3X3. 

Franchisee Dissatisfaction = 4.615 + 0.389 (Legal Problems) + 0.090 (Business 

Problems) + 0.112 (Relational Problems). 

 

 

4.9      NEED FOR SPECIFIC FRANCHISE LAW IN INDIA 

As there are numerous reasons which in fact are the problems faced by both the 

parties to the franchise business there is a need to have a separate, specific and 

comprehensive law to regulate the franchise business in India. 

 

The present study has made an attempt to prove that India needs its own specific 

franchise law rather than depending upon multiple laws and their provisions. This 

has been done by way of testing a hypothesis for which a reliable data from 



   
 

 

selected franchisees from the state of Goa has been used and analysed.  Following 

is the hypothesis framed in this regard. 

 

Ho1(g) There is no significant impact of inadequacy of franchise law in India 

and the business problems associated with it on the need for a 

specific franchise law in India. 

To test the above hypothesis, a regression analysis was done with two 

independent variables namely, ‘Inadequate state of franchise law in India’ and 

‘Problems faced due to inadequate franchise laws in India’. These variables were 

regressed with ‘need for specific franchise law in India’ as a dependant variable. 

The result of this regression analysis showed a significant P. Value where the R 

Square was 0.500 and adjusted R Square was 0.495and both the variables are 

found to be significantly influencing the need for specific franchise law in India. 

From the test result it is understood that both the exogenous variables are 

significant at 5 % level of significance. Therefore, the hypothesis Ho1(g)  is 

rejected. Thus proving that, there is a significant impact of inadequacy of 

franchise law in India and the business problems associated with it on the need to 

have a specific franchise law in India. The result of the regression analysis used to 

test Ho1(g)  is shown in Table No. 4.15 as follows. 

 

Table No. 4.15: Regression Analysis showing Need for Specific Franchise 

Law in India  

 



   
 

 

Dependent Variable : Need for Specific Franchise Law in India 
 

Independent Variables 
 

Beta 
Coefficient 
 

t- Test 
Value  

P. 
Value 

Inadequate franchise law in India 139 2.717 .007 

Problems faced due to inadequate franchise laws 

in India 
.695 13.611 .000 

 
 

Constant  .000 

R Square .500 

Adjusted R Square .495 

F Test Value 96.029 

P- Value  .000 

Source: Computed from primary data 

 

If presented in the form of an equation, the relationship among the variables 

would be as under: 

Y = α + B1X1 + B2X2. 

Need for Specific Franchise Law in India = 2.697 + (0.100) (Inadequate state of 

franchise law in India) + 0.529 (Problems faced due to inadequate franchise laws 

in India). 

 

 

  4.10   CHAPTER SUMMARY 

Today, India is one of the biggest emerging markets for a number of brands. 

Franchising has a great scope to explore these markets in India. However, the 

success of franchising is closely associated with the support of the country to this 



   
 

 

system and handles legal issues of franchise business. Goa has well accepted 

franchise mode of doing business. Prospective entrepreneurs as well as 

established entrepreneurs find this mode of business safe and promising. 

However, due to lack of specific franchise law in India, these entrepreneurs who 

are franchisees to different local, national and international franchisors face 

numerous problems and strongly feel the need for a specific franchise law. This 

chapter has highlighted the various dimensions of legal environment of 

franchising. It focussed upon franchise laws enacted in different countries while 

giving a justification to support the need to have a specific franchise law in India. 

It also highlights the existing regulatory system of franchising in India and its 

drawback.  Finally, to support the fact that franchisees find it difficult to operate 

without a specific franchise law in India, a primary data analysis has been used. 

Various hypotheses have been framed and tested and it has been proven that there 

exists a strong need to have a specific and comprehensive law that can regulate 

franchising in India. 
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5.1 INTRODUCTION  

Growth of a business is reflected in terms of increase in turnover, increasing 

profits, expanding market share, etc. Numerous factors contribute to the growth of 

a business. These factors include financial stability, human resources, technical 

and management skills, supportive business environment, positive attitude and 

efforts of the entrepreneur, etc. 

 

The present study intends to analyse various factors that contribute to the growth 

of franchise business. It also studies the perception of franchisee towards 

franchising. The study further attempts to analyse the relationship of franchisor’s 

support system to franchisee, franchisee satisfaction, franchisee performance and 

growth of franchisee’s business. The entire study focuses on various dimensions 

of franchisor’s support system to franchisee and the relationship of these 

dimensions in contribution to the growth of franchisee’s business. 

 

5.2 PERCEPTION – A BEHAVIOURAL CONCEPT 



   
 

 

Perception refers to the way people view the world around them. It is the 

fundamental vehicle through which one understands the surroundings or any 

given system1.  

Perception is defined as the process by which an individual selects, organises, and 

interprets the stimuli into a meaningful and coherent picture of the world2. Two 

individuals when exposed to the same situation and experience may not interpret 

the situation in a same manner. Their observations, likes, experience, 

understanding, acceptance, selections, feedback, etc may differ. 

As defined in ‘Business Dictionary’, perception is the process by which people 

translate the sensory information into a coherent and unified view of the world 

around them. This view usually is based upon the incomplete or unreliable 

information3. 

 

Study of perception is a type of behavioural study and reflects the behaviour, 

feelings or views of the respondents used in the study. In understanding the 

perception of the selected respondents, certain characteristics are essential. These 

characteristics involve familiarity of the respondent with the targeted attributes, 

concept or system, the frame of mind in which the respondent is responding, the 

pattern of their thinking, their intentions, past experiences, appearance of the 

target ( about what perception is given) under study, etc.  

 



   
 

 

According to Joseph Reitz, perception involves all those processes through which 

an individual receives information about the environment to be perceived - seeing, 

hearing, feeling, tasting or smelling and the perception is influenced by the object 

or event that is being perceived, the situation or environment in which the 

perceptions are made and the individual who does the perception4.  

 

Following figure provides clarity on factors that may influence the perception of 

an individual. 

 

Figure No. 5.1: Factors Influencing Perception  

 

INDIVIDUAL'S 
PERCEPTION 

PERCIEVER'S 
CHARACTERISTICS

-Needs

-Experiences

-Values

-Attitudes

-Personality

SITUATIONAL FACTORS

-Physical Setup

-Social Setup

-Organizational Setup

CHARACTERISTICS OF THE 
PERCIEVED 

-Nature

-Size

-Appearence

-Location



   
 

 

Source : Aswathappa and Reddy (2009) 

 

5.3 FRANCHISEE PERCEPTION TOWARDS FRANCHISING 

Franchisee perception refers to the way in which the franchisee views the benefits 

and risks associated with the given franchise business. Franchisee’s perception 

develops from various dimensions and factors. These factors are the fundamental 

reasons for a franchisee to enter into the franchise business system.  

The present study attempts to analyse the factors that the franchisees consider as 

reasons for them to enter into the franchise system of business. With this 

perception the franchisees choose to be a part of the franchise system of business. 

Franchisee perception in respect to franchise business can be understood as under: 

1. Fear of failure is less in case of the franchise business as compared to non 

franchise business. 

2. Franchisors provide the necessary training from time to time to the 

franchisee and his team to support them to manage the business.  

3. Franchisees also consider the franchise business as the value for the 

money they invest in. 

4. The franchisees hope that any customer complaints would be readily 

handled with the franchisor’s support. 

5. Franchisees perceive a responsive nature of the franchisor in solving their 

queries.  



   
 

 

6. The franchisees also expect that the franchisor may be cooperative in 

various times as former is considered to be the channel through which the 

latter can achieve growth in the business. 

7. Franchisees consider the franchise brand to be stronger in relation to the 

other non franchised brands in the territory in which they would operate. 

8. It is a strong perception among the franchisees that the franchise brand 

would always help them to succeed in the business as it is a tested and 

well accepted one.  

9. Franchisees feel confidence to enter into a business through franchise 

mode rather than start their own venture.  

10. They perceive the business to be already an established one when they 

think of entering into franchise system of business. 

11. Franchisees assume that today’s customers are more brand conscious than 

ever before. 

12. Franchisees perceive that the franchisors to be ready suppliers of materials 

and products on a regular basis. 

13. Since the operating manuals are clearly providing all instructions from the 

franchisors, the franchisees understand business operations clearly. 

14. Franchisees perceive the franchisor will put limited restrictions in 

operating the business. 

15. Franchisees believe that there is a good growth potential in franchising as 

a business option. 



   
 

 

16. Franchisees perceive a complete support system and technical expertise 

offered by the franchisor to ease the operations of the business.  

 

5.4 RELATIONSHIP BETWEEN FRANCHISOR’S SUPPORT SYSTEM 

TO FRANCHISEE, FRANCHISEE SATISFACTION, FRANCHISEE 

PERFORMANCE AND GROWTH OF FRANCHISEE’S BUSINESS 

Various studies reflect different factors that are considered by the franchisee in 

making a choice of the business they want to be associated within the franchise 

system. These factors mainly reflect the support system offered by the franchisor 

to the franchisee in the due course of franchise business. Franchisor’s support 

system to franchisee ultimately is presumed to result into franchisee satisfaction 

and franchisee performance in the business. Considering these facts, an analysis 

has been done to find the relationship between franchisor’s support system to 

franchisee and growth of the franchisee’s business through an impact on 

franchisee satisfaction and performance in business. 

For the purpose of the above mentioned analysis, four different constructs have 

been used namely, “Franchisor’s Support System to Franchisee”, “Franchisee 

Satisfaction”, “Franchisee Performance in the Business” and “Growth of the 

Franchisee’s Business”.   

“Franchisor’s Support System to Franchisee” as a construct, is made up of four 

factors. These four factors are derived from a scale consisting of 22 items with the 

help of factor analysis. 



   
 

 

Concept of “Growth of Franchisee’s Business” is defined in the study as any 

improvement that the franchisee has observed or experienced over the years, after 

starting the franchise business. This includes the following: 

a. Increase of business transactions. 

b. Increase in the sales volume. 

c. Increase in the volume of profit. 

d. Increase in the investment in fixed assets for the business. 

e. Increase in the level of savings. 

f. Increase in the investment for personal life. 

g. Increase in amount of tax paid. 

Concept of “Franchisee Satisfaction” used for the purpose of study refers to any 

contentment8, enjoyment6, pleasure or feeling of fulfilment7 derived by the 

franchisee from his business. Franchisee satisfaction for the purpose of analyses 

considers following variables in the present study. 

a. Fulfilment of expectations with the type of relationship shared with the 

franchisor. 

b. Appreciation of franchisee’s efforts by the franchisor. 

c. Fair renewal terms. 

d. Participation in decision making with the franchisor. 

e. Overall contentment with the project.  



   
 

 

The concept of “Franchisee Performance” refers to the efforts with which the 

franchisees operate their business for achieving success and may be explained 

from the following dimensions for the purpose of the study.  

a. Attainment of targets 

b. Steady return 

c. Quality of service provided. 

d. Time management 

 

 

5.5 AN ANALYSES OF RELATIONSHIP BETWEEN FRANCHISOR’S 

SUPPORT SYSTEM TO FRANCHISEE AND GROWTH OF 

FRANCHISEE’S BUSINESS  

As mentioned earlier, the “Franchisor’s Support System to Franchisee” is 

reflected through a scale of 22 variables. These variables form 22 different 

statements against which the responses have been obtained from the selected 

sample of 195 franchisees from Goa across different types of selected franchise 

businesses. Their response is measured by using a standard five point Likert 

scales where, 1 indicated strongly disagree and 5 indicated strongly agree. A 

factor analysis has been done on these variables to derive the most prominent 

factors that would represent the franchisor’s support system to franchisee. The 

reliability and validity test has been done on the items used in factor analysis 

using the Cronbach’s Alpha which is obtained as 0.807. This value indicated that 



   
 

 

the instrument used for data collection is a valid source and the data is highly 

reliable for study.  

22 variables indicating the franchisor’s support system to franchisee have been 

condensed to form the most prominent and confirmed factors through an 

Exploratory Factor Analysis (EFA) which also derives the construct validity. 

Further, Confirmatory Factor Analysis (CFA) has been done to ensure the 

convergent validity. 

The KMO test has been done during EFA where the ‘Kaiser-Meyer-Olkin’ 

Measure of Sampling Adequacy value was calculated as 0.741 with a ‘Chi 

Square’ value of 1687.978 and has been found significant at 5% level. Table No. 

5.1 shows the factors representing franchisor’s support system to franchisee 

analysed using an EFA. 

Table No. 5.1: EFA of Franchisor’s Support System to Franchisee 

Factors Representing Franchisor’s 

Support System To Franchisee 

Derived  Factors 

Brand 

Name 

Quality  

of 

Relation-

ship 

Operational  

Support 

Motivation 

Factors 

Franchise brand  is stronger .739    

Franchise brand  is helpful in getting success .693    

Franchise brand  is an established one .634    

Franchise brand  is well accepted by the public .623    

More confident in business .592    

Status quo with franchise brand .556    

Important to have known brand .530    

Responsiveness  of franchisors   .734   

Low Fear Of Failure   .640   

Value For Money through quality relationship  .598   

Complaint addressed by franchisors    .598   

Training provided by franchisor  .538   

Cooperative Attitude of franchisor  .528   



   
 

 

Risk shared with franchisor    .726  

Ready supply of material/products   .661  

Clear manuals for instructions   .578  

Limited restrictions by franchisors   .519  

Brand conscious customers    .518  

System service and technical expertise    .782 

Don’t feel highly constrained by agreement    .676 

Clearly understands procedures    .624 

Growth potential    .507 

Source: Computed from primary data 

The above table reveals that 22 variables highlighting the franchisor’s support 

system to franchisee have been condensed to form four main factors. Each of the 

factors explains the reasons the franchisees consider and feel about the 

franchisor’s support system available to them as they decide to take up the 

franchise of a particular franchisor. It may be understood from the above 

Exploratory Factor Analysis that the franchisees stress on the strong backup of the 

brand name, franchise features that lead to motivation of the franchisees, a strong 

franchisor support in operations of the business, and the quality of relationship 

experienced with the franchisor. The major factors derived from the above 

analysis are named as “Franchisor Support through Brand Name”, “Franchisor 

Support through Quality of Relationship in Franchising”, “Operational Support of 

the Franchisor”, and “Motivational Support of the Franchisor”. 

 

Table No. 5.2: Construct Validity of Major Factors Representing 

Franchisor’s Support System to Franchisee 

Derived Factors Values  



   
 

 

pertaining to 

Franchisor’s Support to 

Franchisee   Eigen  

Value 

Total 

 Variance  

Cumulative 

Variance 

Cronbach’s 

Alpha for 

Construct 

Validity 

Brand Name 3.538 12.636 12.636 0.764 

Quality of Relation 3.509 12.532 25.169 0.845 

Operational Support 2.814 10.052 35.220 0.785 

Motivation 2.226 7.949 43.170 0.753 

     

Source : Computed from primary data 

The above table shows the total variance explained by four major factors derived 

from 22 variables. The derived factors explain a total variance of 43.170 and each 

factor bears the Eigen values above 1.00. All the four factors are found to be valid 

as the construct validity tested using Chronbach’s Alpha is above 0.50. Thus, the 

present analysis provides four major constructs which together represent 

franchisor’s support system to the franchisee. 

 

In order to analyse the relationship between franchisor’s support system to 

franchisee and growth of franchisee’s business, a Confirmatory Factor Analyses 

(CFA) has been done on the above four factors. Simultaneously, the confirmed 

and correlated factors have been tested for their impact on a construct named 

‘Growth of Franchisee’s Business’ with the help of testing a hypothesis H01, using 

Structural Equation Model (SEM) using AMOS.  

Following is the hypothesis H01. 



   
 

 

 

Ho2(a) There exists no significant relationship between franchisor’s support 

system to franchisee and growth of the franchisee’s business. 

 

Figure No. 5.2 shows the path diagram which would explain the relationship of all 

the derived and confirmed major factors contributing to the franchisor’s support 

system to franchisee with the variable named “Growth of franchisee’s business”.  



   
 

 

Figure No. 5.2: Path Diagram Showing Relationship between Franchisor’s 

Support System to Franchisee and Growth of the Franchisee’s Business. 

 

Source: Drawn from Primary Data 

To support the above path diagram, results of model fit indices are shown in 

Table No. 5.3 as under. 



   
 

 

Table No. 5.3: SEM Result of Relationship Between Franchisor’s Support 

System to Franchisee and Growth of the Franchisee’s Business 

 χ2 D. F.  P Value 
Normed 

χ2 
GFI AGFI RMSR RMSEA CFI Decision 

634.738 340 0.001 1.867 0.827 0.793 0.028 0.067 0.792 
Reject 

H01 

     Source: Computed from Primary Data 

 

For the purpose of interpretation of the above table, it is necessary to first 

understand the criteria that are used in SEM and the general acceptable limits of 

those criteria. Below given table shows the important criteria which are used for 

interpretation and their acceptable values. 

Table No. 5.4: Model Fit Criteria for SEM and their Acceptable Values 

Sr. 

No. 

Model Fit Criterion Acceptable level Source   

1. GFI ( Goodness of Fit) 0 (no fit) to 1 

(perfect fit) 

Hui Bian (2011) 

2. AGFI (Adjusted Goodness 

of Fit) 

0 (no fit) to 1 

(perfect fit) 

Hui Bian (2011) 

3. RMSR (Root Mean Square 

Residual) 

Less than 0.05 ideal Moss Simon 

(www.sicotests.com) 

4. RMSEA(Root Mean Square 

Error of Aproximation) 

Less than 0.05 ideal Moss Simon 

(www.sicotests.com) 

5. CFI(Comparative Fit Index) Values approaching 

1 indicate good fit 

Moss Simon 

(www.sicotests.com) 

6. CMIN / DF (Normed Chi 

Square)  

1.0 to 5.0 is ideal Hui Bian (2011) 

 



   
 

 

As per the acceptable limits given in Table No. 5.4 and considering the model fit 

indices of the conceptual model in the present study, following interpretations 

may be offered. 

 

1.  GFI value which is 0.827 is well within the limits of acceptance and since it 

is closer to 1 it shows the goodness of the model fit with the data. 

2. AGFI value of the model fit in the study is 0.793 which also is within the 

acceptable limits and proves the model fit of the data. 

3. RMSR value is calculated as 0.028 which is within the acceptable limit. 

4. RMSEA however has been found to be 0.067 which is acceptable.  

5. CFI is obtained as 0.792 which is close to 1 indicating a good fit. 

6. CMIN/DF has been calculated as 1.867 and it indicates an ideal Normed Chi 

Square for a good model fit. 

 

Thus considering all the above model fit indices, the model specified for the study 

can be considered to be an acceptable one. Further, to explain the relationship 

between franchisor’s support system to franchisee and growth of the franchisee’s 

business, following co-variances with P-values may be considered from Table No. 

5.5, the standardised regression weights from Table No. 5.6 and information in 

Table No. 5.7 highlights the correlations between the factors representing 

franchisor’s support system to franchisee.  

 



   
 

 

Table No. 5.5: Co Variances and P-Values of Factors Representing 

Franchisor’s Support System to Franchisee 

 Factors   Estimate S.E. C.R. P Label 

Brand <--> Relation .035 .013 2.648 .008 par_19 

Brand <--> Support .066 .016 3.987 *** par_20 

Brand <--> Motivation .054 .016 3.351 *** par_21 

Relation <--> Support .081 .020 3.969 *** par_22 

Relation <--> Motivation .056 .020 2.880 .004 par_23 

Support <--> Motivation .044 .020 2.150 .032 par_24 

Source: Computed from Primary Data 

 

Table No. 5.6: Standardized Regression Weights for Relationship Between 

Franchisor’s Support System to Franchisee and Growth of the Franchisee’s 

Business 

Factor of Franchisee Perception   Estimate 

 Growth <--- Brand .035 

 Growth <--- Relation .343 

 Growth <--- Support .201 

 Growth <--- Motivation .020 

Franchise brand is stronger <--- Brand .706 

Franchise brand is helpful in getting success <--- Brand .700 

Franchise brand is an established one <--- Brand .632 

Franchise brand is well accepted by the public <--- Brand .573 

Franchisees feel more confident in business <--- Brand .505 

Franchisees feel status quo with franchise brand <--- Brand .555 

Franchisees feel important to have known brand <--- Brand .414 

Responsiveness of franchisors  <--- Relation .726 

Low Fear Of Failure  <--- Relation .504 

Value For Money through quality relationship <--- Relation .506 

Complaint addressed by franchisors   <--- Relation .621 

Contd... 



   
 

 

Factor of Franchisee Perception   Estimate 

Training provided by franchisor <--- Relation .400 

Cooperative Attitude of franchisor <--- Relation .581 

Risk shared with franchisor  <--- Support .560 

Ready supply of material/products <--- Support .765 

Clear manuals for instructions <--- Support .701 

Limited restrictions by franchisors <--- support .337 

Brand conscious customers  <--- Support .394 

System service and technical expertise <--- Motivation .728 

Don’t feel highly constrained by agreement <--- Motivation .425 

Clearly understands procedures <--- Motivation .662 

Growth potential <--- Motivation .536 

 Increase in transactions <--- Growth .415 

 Increase in sales volume <--- Growth .422 

 Increase in investment in fixed assets <--- Growth .387 

 Increase in savings <--- Growth .690 

 Increase in investment in different options <--- Growth .844 

 Increase in profit volume <--- Growth .780 

Source: Computed from Primary Data 

Table No. 5.7: Regression weights of the Default Model of Growth of 

Franchisee unit 

Factors    Estimate S.E. C.R. P Label 

Growth <--- Brand .052 .153 .341 *** par_30 

Growth <--- Relation .427 .136 3.148 *** par_31 

Growth <--- Support .239 .138 1.737 *** par_32 

Growth <--- Motivation .022 .104 .209 *** par_33 

Brand2 <--- Brand 1.000     

Brand1 <--- Brand 1.162 .142 8.206 *** par_1 

Brand10 <--- Brand 1.090 .145 7.544 *** par_2 

Brand9 <--- Brand 1.015 .147 6.914 *** par_3 

Brand8 <--- Brand .892 .145 6.154 *** par_4 

Brand7 <--- Brand .946 .141 6.720 *** par_5 

Brand3 <--- Brand .739 .145 5.095 *** par_6 

Responsive <--- Relation 1.000     

Fear Of Failure Low <--- Relation .625 .105 5.944 *** par_7 

 

Contd... 



   
 

 

Factors    Estimate S.E. C.R. P Label 

Value For Money <--- Relation .782 .131 5.962 *** par_8 

Confidence For Complaint 

Redressal 
<--- Relation 1.004 .141 7.111 *** par_9 

Franchisor Support2 <--- Relation .443 .092 4.801 *** par_10 

Cooperative Attitude <--- Relation .881 .131 6.734 *** par_11 

Franchisor Support11 <--- Support 1.000     

Franchisor Support10 <--- Support 1.089 .164 6.648 *** par_12 

Franchisor Support9 <--- Support 1.003 .155 6.471 *** par_13 

Franchisor Support12 <--- Support .583 .151 3.850 *** par_14 

Brand6 <--- Support .573 .131 4.376 *** par_15 

System Service And Technical 

Expertise 
<--- Motivation 1.000     

Don’t Feel Highly Constrained 

By Agreement 
<--- Motivation .599 .127 4.713 *** par_16 

Clearly Understands Procedures <--- Motivation .810 .129 6.293 *** par_17 

Growth Potential <--- Motivation .761 .134 5.666 *** par_18 

BsGrowth8 <--- Growth .444 .082 5.437 *** par_25 

BsGrowth9 <--- Growth .504 .091 5.522 *** par_26 

BsGrowth10 <--- Growth .706 .140 5.059 *** par_27 

BsGrowth11 <--- Growth .899 .097 9.268 *** par_28 

BsGrowth12 <--- Growth 1.171 .107 10.912 *** par_29 

BsGrowth13 <--- Growth 1.000     

Source: Computed from Primary Data 

 

From the above Table No. 5.5 to 5.7 it may be observed that all the co variances 

are found to be significant with a positive correlation between the factors and 

indicate considerably ideal standardised regression weights. 

 

Thus, with the help of the above path diagram supported with the calculated 

values it can be concluded that Ho2(a) needs to be rejected. This implies, there 

exists a significant positive relationship between franchisor’s support system to 

franchisee and growth of the franchisee’s business. 



   
 

 

5.5 ANALYSIS OF RELATIONSHIP AMONG FRANCHISOR’S 

SUPPORT SYSTEM TO FRANCHISEE, FRANCHISEE 

SATISFACTION, FRANCHISEE PERFORMANCE AND GROWTH 

OF THE FRANCHISEE’S BUSINESS  

 

The above hypothesis Ho2(a)  stated in section 5.4 also has been tested using 

Linear Regression model in SPSS and further by introducing two additional 

constructs to the model to test their mediation effect on the growth of franchise 

business.  

For this purpose, Mediation analysis is done considering the Baron and Kenny 

approach.  

According to Baron and Kenny approach, mediation analysis comprises three sets 

of regression as under: 

1. Independent variable to dependent variable 

2. Independent variable to mediating variable 

3. Independent variable plus mediating variable to dependent variable. 

Where, 

1. If there is no direct relationship between independent and dependent variables, 

there is no point in going for a mediation analysis.  

 



   
 

 

2. There should be a relationship between independent and mediating variables. 

If there is no such relation, then mediating variable should be treated as any 

other independent variable which may or may not have a relationship with the 

dependent variable. 

 

3. If the effect of independent variables ceases to exist after introducing the 

mediating variable or even if it weakens then, it can be concluded that 

mediating variable has made its effect on the dependent variable.  

 

The mediation analysis has been done considering a conceptual model. A 

conceptual model as shown in Figure 5.3 has been designed for testing the direct 

effect of “franchisor’s support system to franchisee” on “growth of franchisee’s 

business” at the first instance and later to test the mediation effect of two newly 

introduced constructs namely, “Franchisee Satisfaction” and “Franchisee 

Performance”. 

 

 

 

 

 

 



   
 

 

Figure No. 5.3: Relationship of Franchisor’s Support System to Franchisee 

with Growth of Franchisee’s Business - Mediation Effect of Franchisee 

Satisfaction and Franchisee Performance (Initial Model) 

 

 

 

 

 

 

 

        

 Source: Designed by Researcher for Testing 

 

 

5.5.1 MODEL EXPLANATION AND FORMULATION OF HYPOTHESES  

The above conceptual model has been tailor designed for the present study after a 

thorough literature survey wherein four constructs namely, ‘Motivation’, 

‘Operational Support’, ‘Brand Name’ and ‘Quality of Relation’ collectively 

represent Franchisor’s Support System to Franchisee (confirmed factors using 
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CFA). ‘Franchisee Satisfaction’ and ‘Franchisee Performance’ are the two 

additional constructs involved in the study which theoretically are related to the 

growth of franchise business. The study aims at analysing the contribution of 

factors representing franchisor’s support system to franchisee to the growth of 

franchisee’s business. For this purpose Ho2(a)  mentioned earlier has been tested. 

Here aforesaid constructs representing ‘franchisor’s support system to franchisee’ 

are considered as the four independent variables which are assumed to have an 

impact on the dependent variable called ‘growth of franchisee’s business”.  

 

Two more constructs that are used in the study have also been tested for their 

impact on the dependent variable, ‘growth of franchisee’s business’, with the help 

of Ho2(b).  

 

Further, it was assumed that franchisee satisfaction and franchisee performance 

could have a mediating effect between the relationship of franchisor’s support 

system to franchisee and growth of franchisee’s business. Therefore it was 

mandatory to formulate and test Ho2(c) to Ho2(f)  with a due consideration to 

Barron and Kenny approach to mediation analysis. Thus the study relies on 

testing the following hypotheses: 

 



   
 

 

Ho2(a)  There exists no significant relationship between franchisor’s support 

system to franchisee and growth of the franchisee’s business.  

 

Ho2(b) There is no significant impact of franchisee satisfaction and 

franchisee performance on growth of the franchisee’s business. 

 

Ho2(c) There is no significant relationship between franchisor’s support 

system to franchisee and franchisee satisfaction. 

 

Ho2(d) There is no mediating effect of franchisee satisfaction between 

franchisor’s support system to franchisee and growth of the 

franchisee’s business. 

 

Ho2(e) There is no significant relationship between franchisor’s support 

system to franchisee and franchisee performance. 

 

Ho2(f)  There is no mediating effect of franchisee performance between 

franchisor’s support system to franchisee and growth of franchisee’s 

business. 



   
 

 

5.5.2 ANALYSES AND TEST RESULTS  

Following tables provide the test results of the above hypotheses and it was 

further analysed and interpreted. 

 

Table No. 5.8: Impact of Franchisor’s Support System to Franchisee on 

Growth of Franchisee’s Business 

Test: Ho2(b)   

Dependent Variable : Growth of Franchisee’s Business 

R Square=.164     F=9.317     Sig=.000      

Independent Variables Beta Values T Values Sig.  

Motivation  .170 2.431 .016 

Operational support .120 1.630 .105 

Brand name .184 2.516 .013 

Quality of relation  .139 1.982 .049 

Source : Computed from primary data 

The above table reveals the results of Ho2(b)  which examine the impact of 

franchisor’s support system to franchisee on growth of franchisee’s business. This 

is the first step to mediation analysis where the independent variable (franchisor’s 

support system to franchisee) is tested for its impact on the dependent variable 

(growth of franchisee’s business). 

 

In the present hypothesis test, ‘franchisor’s support system to franchisee’ is 

measured with the help of four constructs namely: motivation by the franchisor, 

operational support provided, support through brand name and quality of relation 

with the franchisor. These constructs are considered to be the independent 



   
 

 

variables and regressed against the dependent variable called ‘growth of 

franchisee’s business’. If the relationship is found to be significant then it is 

meaningful to carry out the mediation analyses, else, the mediation test stands 

void. 

 

From the results shown in Table No. 5.8, it is clear that there exists a significant 

impact of franchisor’s support system to franchisee on growth of franchisee’s 

business as the P-value is found to be significant at 1 percent. The total variance 

explained in this relationship is 16.4 percent with a F-value of 9.317. However, 

individually if each factor of franchisor’s support system to franchisees is 

considered, it may be observed that, operational support the franchisor does not 

have a significant impact on the growth of franchisee’s business. The reason may 

be that, operational support alone may not be a contributing factor responsible for 

franchisee’s business to grow. It also may be, type of support the franchisor 

provides varies from franchisee to franchisee and from time to time. Further, if it 

is just the strategic and technical support it may not serve much of the purpose. 

However, if franchisors would provide financial support it may contribute 

significantly to the growth of the business of the franchisees. The insignificant 

value of this factor indicates that further while testing the mediation effect of 

franchisee satisfaction between the franchisor’s support system to franchisee and 

growth of franchisee’s business, it would be wise to exclude the operational 

support as it has no significant impact on the dependent variable.  



   
 

 

 

Thus with the three factors out of four, namely, motivation, brand name and 

quality of relation have been found significantly having a positive relationship 

with the growth of franchisee’s business and are included for mediation analysis 

as independent variables for having a significant impact on dependent variable.  

 

As the second step to mediation analyses, the mediating variables should have a 

significant impact on the dependent variable. In the present study, franchisee 

satisfaction and franchisee performance are the two variables that are assumed to 

have a mediating effect between the franchisor’s support system to franchisee and 

growth of franchisee’s business. To test the impact of franchisee satisfaction and 

franchisee performance on growth of franchisee’s business Ho2(b)  has been 

formulated and tested using regression analysis in SPSS. This test holds Ho2(b)  

to be rejected as both the mediating variables are found to have a significant 

impact on the dependent variable as required by the second assumption of 

mediation analysis. The R square is 14.5 percent with the F. Value of 16.309 and 

P-Value significant at 1 percent. Thus, according to this test, there exists a 

significant and positive impact of franchisee satisfaction and franchisee 

performance on growth of franchisee’s business. This result is shown with the 

help of  Table No. 5.9 as under.  

 



   
 

 

 Table No. 5.9: Impact of Franchisee Satisfaction and Franchisee 

Performance on Growth of Franchisee’s Business 

Test  : Ho2(b) 

Dependent Variable : Growth of Franchisee’s Business 

R Square=.145     F=16.309     Sig=.000        

Independent Variables Beta Values T Values Sig.  

Franchisee satisfaction  .293 4.194 .000 

Franchisee performance .171 2.450 .015 

Source : Computed from primary data 

It is also mandatory in mediation analysis to test the relation of all the 

independent factors with the mediating factors. This has been done by testing of 

Ho2(c). The results show that there exists a significant relation between 

franchisee performance and franchisee satisfaction with the growth of 

franchisee’s business as the overall P-Value is significant at 1 percent with a total 

variance explained to the extent of 19 percent. This can be viewed from Table No. 

5.10 as under. 

Table No. 5.10: Impact of Franchisor’s Support System to Franchisee on 

Franchisee Satisfaction 

Test  : Ho2(c) 

Dependent Variable : Franchisee Satisfaction  

R Square=0.190     F=11.172     Sig=.000       

Independent Variables Beta Values T Values Sig.  

Motivation  .250 3.633 .000 

Franchisor support .221 3.061 .003 

Brand name .040 0.557 .578 

Quality of relation  .116 1.679 .095 

Source : Computed from primary data 



   
 

 

The final step in mediation analysis is that, the relationship of the independent 

variables is observed while the mediating variable is introduced simultaneously. 

This test has been done on Ho2(d). With the results of above tests; Ho2(a), 

Ho2(b)  and Ho2(c)  the initial model stands to be changed as shown in Figure 

5.4 which is used for the purpose of testing Ho2(d)  under mediation analysis with 

franchisee satisfaction as a mediating variable. 

Figure No. 5.4 clearly shows that while mediation test is done, only three factors 

representing ‘franchisor’s support system to franchisee’ have to be considered as 

operational support of the franchisor is found not having any significant impact on 

growth of the franchisee’s business as per the test Ho2(a). 

 

Figure No. 5.4: Relationship of Franchisor’s Support System to Franchisee 

with Growth of Franchisee’s Business with Mediation Effect of Franchisee 

Satisfaction (Modified Model with First Mediator) 

 

 

 

 

 

 

   Source: Modified From Figure No. 5.2 by Researcher for Testing 
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The modified model shown above is aimed at testing the relationship of three 

factors representing franchisor’s support system to franchisee with growth of 

franchisee’s business considering the mediating factor franchisee satisfaction with 

his business. The test results are presented in Table No. 5.11 as follows. 

 

Table No. 5.11: Mediation Effect of Franchisee Satisfaction in Relationship of 

Franchisor’s Support System to Franchisee and Growth of Franchisee’s 

Business 

Test  : Ho2(d) 

Dependent Variable : Growth of Franchisee’s Business  

R Square Without Mediator =0.164      R Square With Mediator =0.201    

F=11.921    Sig=.000b          

Independent 

Variables 

Beta Values T Values Sig.  

Without 

Mediator 

With 

Mediator 

Without 

Mediator 

With 

Mediator 

Without 

Mediator 

With 

Mediator 

Motivation  .170 .124 2.431 1.775 .016 .078 

Brand name .184 .196 2.516 2.863 .013 .005 

Quality of 

relation  

.139 .116 1.982 1.684 .049 .094 

Franchisee 

Satisfaction  

------- .239 -------- 3.389 ------- .001 

Source : Computed from primary data 

 

The above table shows the test results of a regression analysis on impact of 

franchisor’s support system to franchisee on growth of franchisee’s business 

compared when three significant factors representing franchisor’s support system 

to franchisee are mediated by franchisee satisfaction with the test results without 



   
 

 

the mediating factor. The first regression model values are compared with the 

latest values after mediating variable is introduced. Following changes are noted: 

1. Significant increase in the R Square value.  

2. Changes in the beta coefficients 

3. Independent variables turning insignificant while the mediating variable is 

significant. 

 

In mediation analyses, when the mediating variable is introduced, if there are any 

significant changes in the R Square, Beta values and if previously significant 

independent variables turn insignificant or significantly change the P-value then it 

can be concluded that the mediating variable has made its impact of being a 

mediator. In the above test, Ho2(d)  can be rejected with the support of results 

indicated in Table No. 5.11. It may be stated that, franchisee satisfaction plays a 

mediating role between franchisor’s support system to franchisee and growth of 

the franchisee’s business.  

 

However, the detailed observation revealed that, the factor ‘brand name’ was 

significant throughout the models, indicating that although overall partial 

mediation is possible in this model, franchisee satisfaction does not make any 

significant impact on the relation that the franchisors support in the form of brand 

name has with the growth of franchisee’s business. This is because brand name is 

an immortal factor which has its own impact on the growth and prosperity of any 



   
 

 

business. For any business to grow, a strong brand name is an eternal reason. 

Thus in the present study too, Brand name has been found significantly impacting 

on growth of business whether there is a mediating variable or not. However, the 

change after mediation in the brand name variable is that, it has turned highly 

significant from earlier value.  

 

Further, the franchisee performance is assumed to mediate between franchisor’s 

support system to franchisee and growth of franchisee’s business. Therefore, it is 

first mandatory to test whether the independent variable i.e. franchisor’s support 

system to franchisee has a significant relationship with the franchisee 

performance which is considered to be a mediation variable. Thus, the Figure No. 

5.4 shows the suitable model as modified after testing Ho2(a). Ho2(e) given 

above is framed to test the mediation effect of franchisee performance with 

franchisor’s support system to franchisee and growth of franchisee business.  

 

Following table shows the result of test Ho2(e) which tests the relation between 

independent variable and the second mediating variable called franchisee 

performance. 

 

 

 



   
 

 

Table No. 5.12: Impact of Franchisor’s Support System to Franchisee on 

Franchisee Performance 

Test: Ho2(e)  

Dependent Variable : Franchisee Performance 

R Square=.303     F=20.656     Sig=.000      

Independent Variables Beta Values T Values Sig.  

Motivation  .433 6.788 .000 

Operational support .145 2.157 .032 

Brand name .008 .112 .911 

Quality of relation  .162 2.524 .012 

Source : Computed from primary data 

 

Initially when Ho2(a) was tested it was observed that the factor ‘operational 

support does not have a significant influence on the dependent variable. 

Therefore, this insignificant factor cannot be included in a mediation analysis as 

one of the independent variable. 

 

As per the test of Ho2(e), the results as shown in Table No. 5.12 show an overall 

significant relationship of franchisor’s support system to franchisee with 

franchisee performance while Ho2(b) has already been tested to confirm that the 

second mediating variable ‘franchisee performance’ has a significant relation with 

the dependent variable.  This implies that mediation may be carried out in such a 

case.  



   
 

 

Following figure is suitable for presenting relation among the variables used for 

the mediation analysis. 

 

Figure No. 5.5: Relationship of Franchisor’s Support System to Franchisee 

with Growth of Franchisee’s Business as Mediation Effect of Franchisee 

Performance (Modified Model with Second Mediator) 

 

 

 

 

 

 

 

        

 Source: Modified From Figure No. 5.2 by Researcher for Testing 
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mediation effect of franchisee performance between franchisor’s support system 

to franchisee and growth of franchisee’s business. In other words, it means 

performance of the franchisee does not influence growth of his business 

considering the relationship with factors such as motivation by the franchisor, 

brand name support of the franchisor and the quality of relationship of the 

franchisee with the franchisor.   

Table No. 5.13: Mediation Effect of Franchisee Performance in Relationship 

of Franchisor’s Support System to Franchisee and Growth of Franchisee’s 

Business 

Test  : Ho2(f) 

Dependent Variable : Growth of Franchisee’s Business  

R Square=0.201     F=11.921    Sig=.000         

Independent 

Variables 

Beta Values T Values Sig.  

Without 

Mediator 

With 

Mediator 

Without 

Mediator 

With 

Mediator 

Without 

Mediator 

With 

Mediator 

Motivation  .170 .139 2.431 1.804 .016 .073 

Brand name .184 .217 2.516 3.124 .013 .002 

Quality of 

relation  

.139 .127 1.982 1.785 .049 .076 

Franchisee 

Performance  

------- .119 -------- 1.509 ------- .133 

Source: Computed from primary data 

As per the final assumption of mediation analyses as stated under Barron and 

Kenny approach, if the factor assumed as a mediator does not have a mediating 

effect, such a factor should be considered as an independent variable in the 

analysis. Further, when tested it may or may not be significantly influencing the 

dependant variable. Considering franchisee performance as yet another 



   
 

 

independent factor to the growth of franchisee’s business, model shown in Figure 

No.5.6 can be the final model which may be tested.   

To test this final model, Ho2(g) has been formulated as under: 

 

Ho2(g) Franchisee satisfaction does not have a mediating relationship among 

franchisor’s support system to franchisee, franchisee performance 

and the growth of franchisee’s business.   

 

Figure No. 5.6: Relationship of Franchisor’s Support System to Franchisee 

and Franchisee Performance with Growth of Franchisee’s Business with 

Mediation Effect of Franchisee Satisfaction (Final Model). 
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The above model has been tested with Ho2(g) with regression analysis to test the 

mediating effect of franchisee satisfaction between franchisor’s support system to 

franchisee and franchisee performance with the growth of franchisee’s business. 

As stated earlier, motivation, brand name and quality of relation represent the 

franchisor’s support system to franchisee which have a significant influence on 

growth of franchisee’s business and the variable franchisee performance is a 

separate construct found significant to influence the dependent variable. Table 

No. 5.14 presents the result of test on Ho2(g) as follows. 

 

Table No. 5.14: Result of mediating effect of franchisee satisfaction between 

franchisor’s support system to franchisee and franchisee performance with 

the growth of franchisee’s business 

Test: Ho2(g)  

Dependent Variable : Growth of Franchisee’s Business 

R Square=0.206     F=9.810    Sig=.000      

Independent Variables Beta Values T Values Sig.  

Motivation  .086 1.116 .266 

Brand name .193 2.831 .005 

Quality of relation  .102 1.462 .145 

Franchisee Performance .088 1.136 .257 

Franchisee Satisfaction  .229 3.226 .001 

Source: Computed from primary data 

 

From the above table it can be observed that all the independent variables that 

were found to be significant in earlier tests, after the introduction of mediating 

variables have turned insignificant except the brand name. Brand name as stated 



   
 

 

earlier also, still holds to remain highly significant as far as impact on the growth 

of franchisee’s business is concerned. Other than this factor, none of the 

independent variables has shown a significant impact on the growth of 

franchisee’s business while the mediating variable i.e. franchisee satisfaction 

holds significant. Thus with the above result, H07 stands rejected.  

 

The entire analysis proves that franchisee satisfaction plays a mediating role not 

only between franchisor’s support system to franchisee and growth of franchisee’s 

business but also between franchisee performance and growth of franchisee’s 

business. 

 

5.7 CHAPTER SUMMARY 

This chapter was an attempt to study the second objective of the present research 

which intends to analyse the perception of franchisees towards franchising and the 

various factors contributing to the growth of franchise business in Goa. Each of 

the concepts such as franchisee perception towards franchising, franchisor’s 

support system to franchisee, franchisee satisfaction, franchisee performance and 

growth of franchisee’s business has been defined and explained considering 

suitable and valid measures in the study. A model has been designed to explain 

the possible relations between franchisor’s support system to franchisee, 

franchisee satisfaction, franchisee performance and growth of franchisee’s 

business in the study. This model has been tested using a mediation analysis. The 



   
 

 

model constantly has been modified as per the results observed in the study before 

accepting a final mediation model.  

 

The study has come to the conclusion that the growth of any franchise business is 

influenced by the way the franchisee develops satisfaction through his business. 

This satisfaction may be a result of various factors. One of such factors is the 

support that the franchisee may constantly get from the franchisor in the form of 

the strength of the brand name, the quality of the relationship that the franchisee 

shares with the franchisor in the entire process of franchising, motivating factors 

used by franchisor, operational support provided by the franchisor to the 

franchisee, etc. Thus, growth of franchisee’s business is the initial step that may 

lead to the overall growth of franchise business sector in the economy. 
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6.1 INTRODUCTION  

Development is defined as a planned and comprehensive economic, social, 

cultural and political process in a defined geographic area, which aims to 

continuously improve the wellbeing of the entire population and all of its 

individuals1. Business is recognized as the engine of national economic growth 

and social development2.  

Development is purely an economic phenomenon and it embraces all aspects of 

social behaviour, establishment of law and order and other infrastructure3. 

Development takes place when the potential of the available resources (both 

human as well as physical) are raised and used in a newer and valuable manner. 



   
 

 

The present study deals with the socio and economic development taking place 

due to the existence of franchising as a mode of doing business in the economy. 

Starting a business unit, be it a franchised or otherwise, opens a scope for social 

and economic development of all its stakeholders along with itself and the 

surrounding environment. An attempt has been made in the present study to 

examine the contribution of franchise business towards the social and economic 

development of the franchisee as well as the state of Goa.  

 

 

 

6.2 MEASURES OF SOCIO – ECONOMIC DEVELOPMENT  

Socio – economic development refers to the progress in terms of social and 

economic factors within a given geographical territory. Social development 

precisely implies inclusiveness, social justice and the social participation whereas, 

economic development is the process of raising level of prosperity. Measuring the 

socio – economic development is a challenging task. Although the measures of 

social development differ from economic development, in order to measure the 

socio – economic status various criteria are used. Some of the criteria for 

measuring social and economic development are listed as under. 

 

 Table No. 6.1: Measures of Social and Economic Development 



   
 

 

Measures of Social Development Measures of Economic 

Development 

Savings  GDP (Gross Domestic Product) 

Risk bearing capability GNI (Gross National Income) 

Communication skills Literacy rate 

Patriotism with wider responsibility Capital investment 

Ability to handle complexities in life Purchasing power 

Employment  Buying volume 

Poverty  Mortality rate 

 Source: Sharma (1986), Fritz (2014) 

 

6.3 FRANCHISE BUSINESS AND ITS CONTRIBUTION TO SOCIO – 

ECONOMIC DEVELOPMENT 

This section of the chapter is divided into two sub-sections to analyse the 

objective number 3 of the present study. The present study is an attempt to 

understand the ways in which franchise business contributes to the socio – 

economic development of not only the concerned geographical area but also to the 

franchisee who is one of the beneficiaries to the franchise business. Thus the 

study explores: 

1. Contribution of franchising in raising the socio – economic status of the 

franchisee. 



   
 

 

2. Contribution of franchising towards the socio – economic development of 

Goa. 

 

6.3.1 CONTRIBUTION OF FRANCHISING IN RAISING THE SOCIO – 

ECONOMIC STATUS OF THE FRANCHISEE 

 

Franchisee being one of the beneficiaries of the franchise system of business tends 

to get benefit with the business operations. An attempt has been made through the 

present study to examine the contribution of the franchise business in raising the 

socio-economic status of the franchisee. Certain criteria have been identified, 

which measures the social development of an individual and these criteria have 

been applied to examine the impact of franchise business on raising the social as 

well as economic status of the franchisee.  

For the purpose of studying the above impact, following two hypotheses have 

been formulated and tested separately with the help of multiple linear regression 

analysis. 

 

Ho3(a) Franchise business does not have a significant influence on social 

status of the franchisees. 

 



   
 

 

Ho3(b) Franchise business does not have a significant influence on economic 

status of the franchisees. 

 

Both the above hypotheses have been tested using multiple linear regressions and 

the results are shown in Table No. 6.2 and 6.3. 

 

Table No. 6.2: Impact of franchising on improving the social status of the 

franchisee. 

Test: Ho3(a)                      

Dependent Variable : Rise in the social status of the franchisees 

R Square=.455     F=26.209     Sig=.000      

Independent Variables Beta 

Values 

T Values Sig.  

Confidence to face community .197 3.122 .002 

Non monetary contribution and participation .189 3.418 .001 

Respect gained in community  .153 2.375 .019 

Patriotic behavior as responsible citizen  .137 2.248 .026 

Environment Friendliness .157 2.674 .008 

Employment Generation .443 7.439 .000 

  Source: Computed from primary data 

For the purpose of analyzing whether there exists a significant impact of joining a 

franchise business on social status of the franchisee, six independent variables as 

listed in the above table have been considered and regressed against a dependent 

variable called ‘Rise in the social status of the franchisee’. The above table shows 

the result of testing Ho3(a)  where, the significant P-value obtained through the 

test indicates that the alternate hypothesis can be accepted at 1 percent 



   
 

 

significance level. The total variance that is explained with the help of concerned 

six independent variables is 45.5 percent.  

 

It has been observed from the test results that, all the independent variables are 

significantly contributing towards the rise in the social status of the franchisee. 

Specifically to explain the relation between the tested variables, it may be 

highlighted that, confidence gained by the franchisee to deal with complexities of 

life, his participating behavior in the social events in non monetary terms too, the 

respect that he /she gained from the community, the friendly and caring attitude 

towards the environment, employment generation for self as well as others and his 

patriotism towards the state and nation indicate a positive relationship with his 

social status. It also implies a significant rise in the social status of the franchisee 

with respect to his association with the franchise system of business.  

 

Presenting the output of the test in the form of regression equation would be as 

follows: 

Y = α + B1X1 + B2X2 + B3X3 + B4X4+ B5X5+ B6X6. 

Rise in the social status of the franchisees = 0.005 + 0.227 (Confidence) + 0.175 

(participation) + 0.161 (Respect) + 0.125 (Patriotism) + 0.166 (Environment 

Friendliness) + 0.424 (Employment Generation). 

 



   
 

 

The above analysis shows that the social status of the franchisee is significantly 

raised after entering into the franchise system of business. This rise in the social 

status of the franchisees is highlighted due to significant improvement in various 

criteria considered for analysis. 

 

Further, the rise in the economic status of the franchisee has been tested against 

five criteria which are considered as the independent variables to test their impact 

on a dependent variable called ‘rise in the economic status of the franchisee’. The 

hypothesis Ho3(b)  has been tested and the result is shown as under. 

          

 Table No. 6.3: Impact of Franchising on Improving the Economic Status of 

Franchisees 

Test: Ho3(b)                     

Dependent Variable : Rise in the Economic Status of the Franchisees 

R Square=.246     F=12.313     Sig=.000    Decision= Reject null hypothesis   

Independent Variables Beta Values T Values Sig.  

Increase in purchasing power  .136 1.983 .049 

Increase in savings .183 2.490 .014 

Increase in income .163 2.163 .032 

Increase in tax paid .211 3.228 .001 

Investments in fixed assets  .093 1.359 .176 

  Source: Computed from primary data 

The above table indicates that out of the five criteria used to measure the 

economic status of the franchisees, the last criterion which states, ‘investment in 

fixed assets does not significantly contribute towards the economic status as per 



   
 

 

this analysis. Thus, increase in purchasing power, increase in savings, increase in 

the income and the subsequent increase in the tax paid indicate positive impact on 

economic status of the franchisees. 

 

The hypothesis tested above gives a P-value which is significant at 1 percent and 

therefore Ho3(b)  stands rejected. This implies, there is a significant impact of 

franchising on rise in the economic status of franchisees indicated by a 

considerable increase in their purchasing power, savings, income and tax paid. 

The regression model tested with the help of these criteria for their impact on 

economic status has been explained to the extent of 24.6 percent.  

 

Regression equation for the above test only with four significantly impacting 

variables would be as follows: 

Y = α + B1X1 + B2X2 + B3X3 + B4X4. 

Rise in the economic status of the franchisees = 1.356 + 0.133 (Purchasing power) 

+ 0.156 (Savings) + 0.141 (Income) + 0.217 (Tax paid). 

 

Considering the above test results it can be concluded that, the franchise business 

has made significant impact on the rise in economic status of franchisees. 



   
 

 

6.3.2 CONTRIBUTION OF FRANCHISING TOWARDS THE SOCIO – 

ECONOMIC DEVELOPMENT OF GOA 

An enterprise plays an influencing role in the socio – economic development of 

the community, state and country. With a franchise business start-up, one 

normally may feel that a franchisor or franchisee is just working to build their 

own business and provide a living for themselves and their families. However, 

they are doing lot more than this. They are one of the factors of the socio – 

economic development of the locality and the state/ states they are associated 

with. The methodology that has been followed by the researcher to collect the 

data on this section is face to face interviews with the selected franchisee sample 

along with the questionnaire method of data collection.  

 

Various explanations have been received from the franchisees as to what they feel 

about their contribution to the economy. The present study also attempts to 

understand the various means and methods by which the franchise business in 

Goa contributed to the development of the state.  

 

A specific number of parameters have been selected in order to highlight the 

contribution of the franchise business to the state of Goa. These parameters 

include: 

• Taxes paid by the franchise business to the state and the local government. 



   
 

 

• Various services consumed by franchise units from other business sector. 

• Different type of insurance services availed by the franchise units. 

• Banking services consumed by the franchise units. 

• Various other professional and support services consumed by the franchise 

units.  

• Contribution in terms of social responsibility delivered by the franchise units. 

 

In order to collect information with regards to the above parameters highlighting 

socio-economic contribution by the franchise units to the state of Goa, the data 

had been collected using a structured questionnaire and it is tabulated in the 

following portion of the chapter. This data is presented in the form of frequencies 

of using and delivering various services from and to the economy respectively by 

the selected franchise units operating in Goa. Thus, some of the contributions of 

franchise business to the socio – economic development of Goa are listed as 

under. 

 

• CONTRIBUTION IN THE FORM OF TAX  

Table No. 6.4 shows the multiple frequencies with respect to the various types of 

taxes paid by the selected franchise units operating in Goa. Tax paid by any entity 

is an economic contribution to the state as well as nation. The data collection was 

done prior to introduction of GST (Goods and Services Tax). Therefore, a 

mention has been made of various types of taxes paid by the franchisees. It has 



   
 

 

been understood from the study that, franchise business contributes towards the 

state and the national treasury not only through income tax but also through the 

wealth tax, excise duties, custom duties, value added tax, municipal tax, location 

tax and service tax in due course of the business. All the tax paid by the 

franchisee indeed forms a source of revenue to the state and nation and is utilized 

by the government in the development of the economy. Thus, progressive taxation 

from franchise business is a source of contribution towards socio – economic 

development of the state of Goa. 

  

Table No. 6.4: Taxes Contributed by Selected Franchise Businesses in Goa  

Contribution to Tax  

Responses Percent of 

Cases N Percent 

 Income Tax 194 36.5% 99.5% 

Wealth Tax 10 1.9% 5.1% 

Excise Duty 12 2.3% 6.2% 

Custom Duty 10 1.9% 5.1% 

Value Added Tax 190 35.7% 97.4% 

Municipal Tax 63 11.8% 32.3% 

Location Tax 30 5.6% 15.4% 

Service Tax 23 4.3% 11.8% 

Total 532 100.0% 272.8% 

Source: Computed from primary data 

 

• CONTRIBUTION IN THE FORM OF TRANSACTIONS WITH 

INSURANCE SECTOR  

Franchise business also contributes indirectly to the economy of Goa and its 

progress by availing various services during the course of its own business, from 

the various insurance companies operating in the state. More the services that it 



   
 

 

avails from these insurance companies, more the business it provides to this sector 

thereby leading to its progress and development.  

Table No. 6.5 provides an idea in regards to different types of insurance services 

availed by the franchise business.  

 

Table No. 6.5: Insurance Services Consumed by Franchise Businesses in          

Goa 

 

Insurance Services Consumed 

Responses 
Percent of 

Cases N Percent 

 Property Insurance 111 17.5% 58.1% 

Life Insurance 168 26.5% 88.0% 

Fire Insurance 126 19.9% 66.0% 

Theft Insurance 122 19.2% 63.9% 

Transit Insurance 71 11.2% 37.2% 

Vehicle Insurance 36 5.7% 18.8% 

Total 634 100.0% 331.9% 

Source: Computed from primary data 

As per the above table, the selected franchise units are found to be consuming the   

services of insurance sector through a variety of schemes. Apart from being a 

customer for life insurance scheme for self and the employees, the selected 

franchisees also have given a considerable business to the insurance companies in 

regards to the fire insurance and insurance against theft. Franchisees are found to 

insure the property and vehicles of the business. Insurance sector is also given a 

business by the franchise business with respect to transit insurance schemes. 

Statistically to report, a maximum of the selected franchise business units provide 



   
 

 

a business to life insurance followed by fire insurance and thereafter followed by 

insurance against theft. 

 

• CONTRIBUTION IN THE FORM OF BANKING SERVICES 

AVAILED BY FRANCHISE BUSINESSES 

As far as banking is concerned, apart from the regular retail banking services of 

deposits and withdrawal and the online banking services, the franchisees also 

have been using bank credit facilities where they have to pay charges to the 

banks. This promotes the banking sector to a considerable extent. Following table 

reveals the various types of credit services that the selected franchise businesses 

avail from banks. 

Table No. 6.6: Bank Credit Services Consumed by Franchise Businesses in 

Goa 

Bank Services 

Responses Percent of 

Cases N Percent 

 Loan Facility  176 46.6% 90.7% 

Overdraft 87 23.0% 44.8% 

Cash Credit 113 29.9% 58.2% 

Others 2 0.5% 1.0% 

Total 378 100.0% 194.8% 

Source: Computed from primary data  

 

The above table shows that maximum cases of selected franchise units in Goa 

avail the loan facilities of the banks followed by a cash credit and further followed 

by the overdraft facility. This shows that a considerable amount of transactions 



   
 

 

are made by the franchise business units in Goa to provide a business to the banks 

in the state there by contribute to the economy. 

 

• CONTRIBUTION IN THE FORM OF BUSINESS TO BUSINESS (B2B) 

The franchise business units revealed that for a smooth functioning of their 

operations they need to consume a number of services from other business units. 

These services are needed for the survival and sustainability of any business unit. 

These allied businesses provide a support in regular functioning of not only the 

franchise but any business sector.   

Table No. 6.7 reports the various type of services that are consumed by the 

selected franchise units from other business sector. The consumption of such 

services by the franchise business shows its contribution to the economy as it 

provides the business to other business units in the state. This implies the overall 

development of the business sector in the state of Goa.  

Table No. 6.7: Business to Business Provided by Franchise Businesses in Goa 

Services Consumed 
Responses Percent of 

Cases N Percent 

 Banking 194 7.6% 99.5% 

Insurance 186 7.3% 95.4% 

Rental Premises 31 1.2% 15.9% 

Rental Transport 53 2.1% 27.2% 

Rental Travelling 37 1.4% 19.0% 

Courier 107 4.2% 54.9% 

Direct Advertising 50 2.0% 25.6% 

Ad Agency 30 1.2% 15.4% 

Legal 130 5.1% 66.7% 

Auditors 176 6.9% 90.3% 

Postage 156 6.1% 80.0% 

Printing 153 6.0% 78.5% 



   
 

 

Faxing 128 5.0% 65.6% 

Xeroxing 168 6.6% 86.2% 

Carriage & Handling 165 6.4% 84.6% 

Financial Consultancy 169 6.6% 86.7% 

Professional Recruitments 18 0.7% 9.2% 

Subscription Of Magazines 61 2.4% 31.3% 

Newspapers 181 7.1% 92.8% 

Telephone 184 7.2% 94.4% 

Mobile For Business 185 7.2% 94.9% 

Total 2562 100.0% 1313.8% 

Source: Computed from primary data 

 

The above table shows that selected franchise units from Goa provide a 

considerable business to various other business units apart from banks and 

insurance companies in the state. A huge amount of business is provided by the 

selected franchise units to telecommunication sector and print media. The 

franchise business units also transact with professional business sector for 

financial and legal consultancy services, recruitment agencies, auditors services 

from chartered accountant firms, ad agencies, direct advertising media, etc. The 

selected franchise units also consume services in regards to courier, postage, 

photo copying, fax and carriage and handling for the smooth conduct of their 

business. Apart from all these mentioned services 15 to 30 percent of the total 

selected franchise units also avail rental premises, transportation and travelling. 

Thus, the franchise business is found to contribute towards the socio - economic 

development of the state of Goa by providing a business to the other businesses 

in the state.  

 

 



   
 

 

• CONTRIBUTION IN THE FORM OF SOCIAL RESPONSIBILITY  

Social responsibility binds upon every entity as it is ethically as well as statutorily 

obliged to provide services to the society, region, locality or a state at large that it 

belongs to. Franchisees were found responsible enough to serve the State with 

their efforts and social contributions.  

 

The selected franchise units in Goa serve the society by contributing in various 

ways. Some of the common means adopted by the franchisees for social service 

are listed in Table No. 6.8 along with the respective multiple frequencies 

calculated.  

 

Table No. 6.8: Social Responsibilities by Franchise Businesses in Goa 

Social contribution  

Responses Percent of 

Cases N Percent 

 Career Guidance 33 3.8% 17.0% 

Garbage Management 170 19.5% 87.6% 

Site Cleaning 179 20.5% 92.3% 

Aids Awareness Programme 47 5.4% 24.2% 

Health Awareness 22 2.5% 11.3% 

Employer Employee Blood Donation 38 4.4% 19.6% 

Sponsoring Cultural Events 90 10.3% 46.4% 

Sponsoring Sports Events 84 9.6% 43.3% 

Anti Plastic Campaign 164 18.8% 84.5% 

Health Camps For Local People 14 1.6% 7.2% 

Promotion Of Arts & Culture 18 2.1% 9.3% 

Employee Education 10 1.1% 5.2% 



   
 

 

Employee Child Education 4 0.5% 2.1% 

                                                                Total 873 100.0% 450.0% 

Source: Computed from primary data  

 

The above table shows the contribution of the selected franchise units in the socio 

–economic development of Goa in the form of social responsibilities discharged 

towards the state. It may be understood from the above table that the selected 

franchise units support the local site cleaning, garbage management and anti 

plastic scheme of Government of Goa on a large scale. The units also sponsor the 

cultural and sports events in the state.  

The selected franchise units in Goa also provide career guidance to the students 

by participating in talks and seminars organised by various educational 

institutions in Goa. They share their knowledge and experiences, thereby promote 

the business opportunities. There are various other means by which the franchise 

business serve the society and help in developing the state. Organising health 

camps, aids awareness programmes, employer – employee blood donation, 

employee and their child education, etc. are some of the other means in which the 

social responsibility is discharged by the selected franchise units in Goa. 

 

• OTHER SOCIO – ECONOMIC CONTRIBUTIONS  

Apart from the above social and economic contributions presented in the form of 

tabulated frequencies, there are several other ways in which the selected franchise 

units serve the state of Goa. These contributions can be listed as under. 



   
 

 

1. Franchisees not only employ themselves but also create employment 

opportunities for others. The employment may not be only direct but also 

indirect.  

2. By starting the operations the franchise business contribute to the gross 

national product of the state and thereby also that of the country. 

3. Having the business startups in different localities, they contribute to the 

balanced regional development in the economy of Goa. 

4. Engaged in the present occupation makes the franchisees to adopt various 

community development practices.  

5. Franchise business is a source of wealth creation to a number of stakeholders 

associated with it.  

6. With the franchise startups, a number of other allied businesses may start in 

the locality. The existence of a franchise brand is a great motivation to the 

allied business units to startup.  

7. Directly or indirectly the franchise business, like any other business is a 

source of infrastructural development. 

8. A franchise business is an addition in itself to the entrepreneurship.  

9. Quality of life and the standard of living of the employees, customers and 

other stakeholders in the community tend to automatically rise with the 

growth in franchise business.  

10. Commercial activities such as banking, accounting and finance, insurance, 

repairs and maintenance, transport and travel, marketing, distribution, etc. 

tend to grow with growth in franchising industry.  



   
 

 

11. As a social responsibility, the franchisees also contribute towards different 

social causes such as environment protection, cleanliness drives, child 

education and development.  

12. Franchise businesses are directly contributing towards the wellbeing of their 

employees by providing them better work environment and protection in a 

statutory as well as non statutory manner.  

Thus, franchise businesses contribute not only to the socio – economic 

development of the franchisees, but also to the state of Goa.  

 

6.4 CHAPTER SUMMARY 

The present empirical study dealt with an analysis of socio – economic 

contribution of the franchise business towards the development of the State of 

Goa as well as the rise in the social and economic status of the franchisee as one 

of the beneficiaries of the franchise system of business. It has been observed that 

franchise business is indeed one of the factors for the rise in the social as well as 

the economic status of the franchisees in Goa. Apart from uplifting the socio-

economic status of the franchisee, the franchise business and its existence also 

serve the state in numerous ways and methods. It contributes towards the treasury 

of the state through taxes it pays, consumes a number of services from other 

business sectors providing a business to businesses, and discharges the social 

responsibility towards various communities in the state and thereby it serves the 

nation too. 
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7.1 INTRODUCTION  

Franchise business is a relation between two business associates – Franchisor and 

Franchisee. Both the parties to this business model derive benefits for self as well 

as share benefits among themselves. Considering the benefits derived or shared by 

the parties in franchise business, certain profound theories related to, the 

contractual arrangements and the agent-principal relation, control exercised by 

one party on another, obligations of one party towards the other, benefits shared, 

risk shared, knowhow transferred, information supplied, etc. get associated with 

franchising.  

 

 

The present chapter intends to understand the contribution of selected theories to 

the franchise business while trying to understand and examine whether the 

satisfaction of franchisee can justify his decision to enter into the system of 

franchise business with special reference to the selected theories. It ultimately 

tries to examine the satisfaction of franchisee with his / her decision of starting the 



   
 

 

franchise business considering the requirements prescribed under each theory 

explored by the study. Thus, basically the objective 4 of the study has been dealt 

in this chapter. 

 

 

 

 

7.2 THEORIES ASSOCIATED WITH FRANCHISE BUSINESS 

 

The franchise system of doing business is associated with numerous theories 

depending on the salient features of franchising. Some of the theories associated 

with franchising are Agency Theory, Exchange Theory, Resource Scarcity 

Theory, Signalling Theory, Risk Sharing Theory, Specific Knowledge Theory, 

Transactions Cost Theory, etc. Each of the theories stated above has its own 

contribution to the franchise business and relate to certain specific issues 

occurring during the operations of franchise business. For instance; in franchise 

relation, within the franchisor and the franchisee there may be conflicts, there may 

be a need to monitor the operations of each other, share the necessary 

information, provide and receive support, etc.  

The theories elaborated below deal with various dimension of the franchise 

business.  

 

 



   
 

 

1. AGENCY THEORY 

 Agency theory is relevant to a broad spectrum of issues pertaining to the 

contractual relationship between franchisor and franchisee1. Agency theory is 

applicable to organisations or arrangements which work on the principal – agent 

relationship. The theory broadly deals with issues such as - separation of 

ownership with store operator, internal agency costs, legal costs, total quality 

management, benchmarking, etc. As per the agency theory franchisor is the 

principal and franchisee is the agent.  

 

The principal and the agent have to share different types of information during the 

course of franchising contract; principal has the responsibility of giving 

instructions to the agent from time to time, he has to monitor the operations of the 

agent and for this the principal has to incur monitoring cost. Sometimes the 

principal has to extend various resources or incentives to ensure that the agent 

acts in the best interest of the principal.  

 

Thus, Agency theory explains the relationship between principal and agent in 

franchise business. Further, it has been found that in order to secure the franchisee 

satisfaction towards business, and accelerate greater efforts on their part, the 

franchisors may resort to many actions such as providing the franchisee with 

monetary or non monetary incentives, binding them through terms and conditions 

of contract/agreement, introducing concepts such as profit sharing, regulating 



   
 

 

franchisee’s actions through monitoring, motivating them through trust, etc. These 

efforts of the franchisor may work effectively on the franchisee satisfaction level 

and may become a reason for justifying the franchise buy decision of the 

franchisee.  

 

 

2. RESOURCE SCARCITY THEORY 

This theory assumes that the franchisor and the franchisee share certain resources 

among themselves. Franchisee is contributing financial as well as the managerial 

resource to the franchisor. Further, the franchisor is always been found using 

franchisee’s marketing and technical expertise. The local market knowledge that 

the franchisee possesses is a great advantage to the franchisor to attain higher 

targets. Similarly, the franchisor supplies the materials and other requirements 

from time to time to the franchisee in order to maintain the smooth functioning of 

his franchisee’s business.  

 

As per this theory applied to franchise business, the franchisee provides a number 

of resources to the franchisor and ultimately derives a satisfaction with a belief 

that his source of earnings is a growth resource for his franchisor. It is a fact that 

expansion of business through franchise mode is one of the solutions to the 

scarcity of resources with the franchisor. Thus, a franchisee is said to provide an 

ongoing support to the franchisor through buying and investing in his franchise 



   
 

 

unit. Not only the financial resource but also the managerial talent and local 

market knowledge are provided by the franchisee to contribute towards the own 

business and thereby to the growth of franchisor’s business. 

 

 

 

3. SPECIFIC KNOWLEDGE THEORY  

In franchising, sharing of knowledge is one of the basic requirements. Knowledge 

sharing may be in two ways with respect to franchising. ‘Explicit knowledge’ 

which is shared by way of written contracts and manuals and ‘Tacit knowledge’ 

that is imparted through training sessions, demonstrations, personal meetings, 

conferences, etc. Knowledge sharing theory is applicable to franchising due to 

this requirement of knowledge transfer between the franchisor and franchisee. 

 

Thus, this theory believes in healthy exchange of information between the parties 

involved in franchising. The success of franchise business is to a large extent 

depends upon Quantity, Quality and the Method in which necessary information 

is shared by the operating parties.  

 



   
 

 

To keep the franchisee satisfied and encouraged with the franchise business, a 

franchisor needs to provide him with necessary information on regular basis. The 

information may be, not only in the form of product price list or operational 

instructions, it is also the support extended in conduct of business through training 

and also through organizing conferences and seminars to bring together all the 

franchisees of the business for a productive interaction and exchange of thoughts 

and providing them a platform to know the franchisor better.  

Similarly, there is another dimension to this theory that; the franchisee is also 

expected to keep the franchisor duly informed with all the developments and 

problems (if any) related to the business concerned.  

 

4. RISK SHARING THEORY  

Franchise contracts are entered into basically, due to the need to share risks in 

business. According to risk sharing theory, franchising allows the franchisor to 

maintain a control over the profitable units with more predictable revenue while 

shedding relatively risky locations with uncertain revenues 3. As per the theory, 

franchisor can share the risk of entry into new market whereas the franchisee can 

share the risk of new business start up. The franchisee can minimize the risk of 

failure in business since he deals with a well tested brand in the market. He also 

feels contented with the fact that he could have an opportunity of low cost access 

to business in the market which otherwise would not be possible if he had to start 

a new launch of brand or stand alone business. 



   
 

 

 

 

5. TRANSACTION COST THEORY 

This theory is applicable to the operations of franchise business. Franchising is 

centralized in respect of its management. It may considerably reduce upon 

transactional cost of franchise operations through centralized procurement, 

transportation, storage, decoration, advertising, management, etc. 

 

6. EXCHANGE THEORY 

This theory also is applied to franchising. It focuses on the informal exchange of 

ideas / information between the franchisor and the franchisee. 

 

 

7. SIGNALING THEORY  

This theory is associated with the franchise system of business. This theory helps 

to understand the behavior of both the parties to the agreement of franchising in 

signaling/ communicating the information to each other before entering into a 

contract. In regards to franchising, the franchisor has the right to decide the mode 

of communication between him and his franchisees. 

 

Thus, there are a number of theories that are applicable to franchise business 

depending upon the special features of these theories. The present study explores 



   
 

 

four theories out of the above mentioned ones based on their uniqueness, 

relevance and suitability.  

 

The theories such as Transaction Cost Theory could not be explored due to lack of 

franchisor population in the state of Goa. However, the theory such as Signalling 

Theory and Exchange Theory both resemble the assumptions of Specific 

Knowledge Theory in franchising, thus the study relies on examination of the 

Specific Knowledge Theory.  

An adequate care has been taken to ensure that duplication is avoided in selection 

of the theory. The theories selected for analyses are; 

1. Agency Theory 

2. Risk Sharing Theory 

3. Specific Knowledge Theory 

4. Resource Scarcity Theory 



   
 

 

 

 

7.3 ANALYSIS OF SELECTED THEORIES ASSOCIATED WITH FRANCHISING 

 

Based on the suitability and relevance with the present study, four theories associated with the 

franchise business have been selected for the purpose of analyses. Objective four of the present 

study intends to examine whether the Agency Theory, Resource Scarcity Theory, Risk Sharing 

Theory and Specific Knowledge Theory justify the franchise decision of the franchisee. Based on 

the data analyses and through testing formulated hypotheses the researcher tried to analyse, 

whether, the franchisees can justify their decision of being in the franchise system of business 

giving a due consideration to the assumptions and application of the selected theories to 

franchising. 

 

 

 

1. AN ANALYSIS OF AGENCY THEORY 

Considering the present sample of study, the effect of agency theory has been observed on the 

franchisee satisfaction while the franchisor is monitoring as well as motivating the franchisee in 

the due course of franchise business. The data has been analysed with the help of multiple 

regression.  

To test the application of this theory in franchise business, the present study relies on testing of 

the following hypothesis and the results of the test are presented in Table No. 7.1. 



   
 

 

 

Ho4(a) Principal - Agent relationship between franchisor and franchisee has no significant 

impact on franchisees’ satisfaction with franchise business. 

 

Table No. 7.1: Impact of Principal - Agent relationship on Franchisee Satisfaction. 

Test: Ho4(a)  

Dependent Variable : Franchisee Satisfaction With Principal – Agent 

Relationship 

R Square=.221      F=10.738     Sig=.000      

Independent Variables Beta Values T Values Sig. 

Monetary incentives .226 3.367 .001 

Non monetary benefits .226 3.192 .002 

Trust in the relation .175 2.498 .013 

Fair Monitoring by franchisor  .194 2.546 .012 

     Source : Computed from primary data 

From the above table it is evident that the above mentioned hypothesis Ho4(a)  has to be  

rejected thereby accepting the alternate hypothesis which indicates that, there exists a significant 

impact of principal - agent relationship between franchisor and franchisee on the franchisee 

satisfaction with principal – agent relationship. The said alternate hypothesis is accepted at 5 

percent significance level. The regression model having four independent variables has been 

explained with a variance of 22.10 percent. 

 

From the above regression analysis it can be concluded that the satisfaction of the franchisee 

towards his relation with the franchisor as a principal persists and to a significant extent it 



   
 

 

depends upon four factors. These factors are monetary incentives provided by the franchisor to 

the franchisee, non monetary benefits available as an agent, cordial relationship of trust and faith 

between the franchisor and franchisee and finally fair means of monitoring applied by the 

franchisor over the franchisee’s operations. However, there may be numerous other factors to 

explain the relationship with the referred dependent variable.  

 

Presenting the output of the test in the form of regression equation would be as follows: 

Y = α + B1X1 + B2X2 + B3X3 + B4X4. 

Franchisee satisfaction as an agent = 1.126 + 0.265 (monetary incentives) + 0.200 (non monetary 

benefits) + 0.181 (trust) + 0.183 (fair monitoring). 

Where, α represents value of constant, B1X1 represent the impact of the first independent variable 

and later continued with the values of impact made by other independent variables on Y which is 

the dependent variable.  

Thus considering the impact of the agency theory, franchisees in Goa are found to be satisfied 

with the business they carry out as a franchisee. 

 

2. AN ANALYSIS OF RESOURCE SCARCITY THEORY 

This is a theory which assumes that franchise contract is entered by the parties in order to 

manage the problem of resource scarcity.  The franchisor may be interested in business 

expansion; however, he may not have sufficient resources such as finance, additional managerial 



   
 

 

talent, market accessibility, etc. Franchisee on the other hand may be in search of a business 

opportunity although may possess funds for investment and other requirements to start a 

business.  Franchise business helps both the parties to manage the scarce resources by being in 

the franchise agreement. The application of Resource scarcity theory to the franchise business is 

tested on franchisee satisfaction through the following hypothesis. 

 

Ho4(b)  Resources contributed by the Franchisee to the growth of Franchise Business has 

no significant impact on Franchisees’ Satisfaction.   

The above hypothesis has been tested by using regression analysis and the result of the same has 

been provided in Table No. 7.2 as under.  

 

Table No. 7.2: Impact of Resource Contribution on Franchisee Satisfaction. 

Test: Ho4(b) 

Dependent Variable : Franchisee Satisfaction as a Resource Contributor 

R Square=.242      F=15.151     Sig=.000      

Independent Variables Beta 

Values 

T Values Sig. 

Resource as Fixed Assets  .286 4.497 .000 

Serve as Distribution Channel .461 6.265 .000 

Managerial Talent .178 2.412 .017 

Source of Capital .135 2.109 .036 

 Source : Computed from primary data 

From the above table it may be observed that the above mentioned hypothesis Ho4(b) has to be 

rejected thereby accepting the alternate hypothesis. The accepted alternate hypothesis indicates 



   
 

 

that there exists a significant impact of ‘Resource contribution by franchisee towards the growth 

of franchisor’s businesses’ on the ‘franchisee satisfaction’. The said alternate hypothesis is 

accepted at 5 percent significance level. The regression model with the help of four independent 

variables has been explained by a variance of 24.20 percent. 

 

From the above regression analysis it can be concluded that the satisfaction of the franchisee 

significantly depends upon a feeling that he has contributed and mobilized the resources towards 

the growth of franchisor’s business. There are four factors as given in the above table that 

indicate the contribution of the franchisee as a resource to his franchisor.  However, there may be 

a large number of other factors to explain the franchisee satisfaction.  

 

Presenting the output of the test in the form of regression equation would be as follows: 

Y = α + B1X1 + B2X2 + B3X3 + B4X4. 

Franchisee satisfaction as a resource contributor to franchisor’s business = 1.306 + 0.304 (fixed 

assets) + 0.454 (distribution channel) +  0.185 (managerial talent) + 0.139 (capital). 

 

Thus considering the impact of the Resource Scarcity Theory, franchisees in Goa are found to be 

satisfied with their contribution towards the resources for the growth of franchisor’s business. 

 

3. AN ANALYSIS OF SPECIFIC KNOWLEDGE SHARING THEORY 



   
 

 

In franchise business it is one of the basic requirements that the franchisor and the franchisee 

have to share necessary information for the smooth conduct of business. The application of this 

theory to understand the franchisee satisfaction has been tested in the present area of research 

with the help of following hypothesis. 

 

Ho4(C) Knowledge Sharing Attitude of the franchisor has no significant impact on the 

Franchisees’ Satisfaction.  

 

The result of the above hypothesis has been presented in the following Table No.7.3. 

Table No. 7.3: Impact of Knowledge Sharing Attitude of the Franchisor on Franchisee 

Satisfaction 

Test: Ho4(C)                      

Dependent Variable : Franchisee Satisfaction with Knowledge Sharing 

Attitude of Franchisor 

R Square=.321     F=17.874     Sig=.000      

Independent Variables Beta Values T Values Sig. 

Clearly Written Manuals .380 5.717 .000 

Franchisor Visit Store .410 6.399 .000 

Face to Face Meetings .402 3.419 .001 

Seminars and Conferences .387 3.412 .001 

     Source : Computed from primary data 

 



   
 

 

From the above table it may be observed that the hypothesis Ho4(C) has to be rejected thereby 

accepting the alternate hypothesis of there exists a significant impact of knowledge sharing 

attitude of the franchisor on the franchisee satisfaction in the business. The said alternate 

hypothesis is accepted at 5 percent significance level. The above regression model comprises of 

four independent variables and has been explained with a variance of 32.10 percent. 

 

From the above regression analysis it can be concluded that the satisfaction of the franchisee 

with the business significantly depends upon how well the information and knowhow related to 

the business is been shared by the franchisor with the franchisee. Be it the explicit knowledge or 

the tacit knowledge, any information shared between the parties to franchise business is a 

valuable one. All the independent variables considered for the study have been found 

significantly influencing the franchisee satisfaction. 

 

Presenting the output of the test in the form of regression equation would be as follows: 

Y = α + B1X1 + B2X2 + B3X3 + B4X4. 

Franchisee satisfaction as a Learner = 1.069 + 0.408 (written manuals) + 0.421 (store visits by 

the franchisor) + 0.273 (face to face meetings) + 0.271 (seminars and conferences). 

Thus, considering the concept of the Specific Knowledge Theory, franchisees in Goa are found 

to be satisfied with their franchisor’s attitude of sharing the information related to the 

requirements of the business. 

 



   
 

 

4. AN ANALYSIS OF RISK SHARING THEORY  

As per the theory, franchisor and franchisee can share the risk factor being in the franchise 

agreement. The assumption of this theory in the present area of study is that, the franchisee can 

minimize the risk of failure in his business since he deals with a well tested brand in the market.  

This assumption of the theory has been tested by formulating the below given hypothesis. 

 

Ho4(d)  Risk sharing concept in Franchise Business has no significant impact on 

Franchisees’ Satisfaction. 

 

The above hypothesis has been tested by using linear regression analysis and the result of the 

same has been provided in the following table. 

 

 

Table No. 7.4: Impact of Risk Sharing Attitude of Franchisor on Franchisee Satisfaction. 

Test: Ho4(d)                     

Dependent Variable : Franchisee Satisfaction as a Partner in Risk 

R Square=.311     F=21.407     Sig=.000        

Independent Variables Beta Values T Values Sig. 

Brand Image  .108 1.749 .042 

Low Cost Access to Market  .205 3.321 .001 

Risk of New Business Failure .403 6.472 .000 

Risk of Returns on Investments .226 3.615 .000 



   
 

 

     Source : Computed from primary data 

 

From the above table it is revealed that out of the four independent variables that explain the 

impact of risk sharing attitude of the franchisor on franchisee satisfaction with the business, the 

factors that represent independent factors are significant at 5 percent level. The total variance 

explained with the help of all four factors is 31.10 percent.  

 

Presenting the test output in the form of regression equation would be as follows: 

Y = α + B1X1 + B2X2 + B3X3 + B4X4. 

Franchisee satisfaction as a partner in risk = 0.959 + 0.054 (Brand image) + 0.214 (Low cost 

access to market) + 0.422 (Risk of new business failure) + 0.227 (Risk of returns on 

investments). 

7.4 ANALYSIS OF SELECTED THEORIES WITH REGARDS TO FRANCHISE 

DECISION OF THE FRANCHISEES 

The satisfaction derived by the franchisee towards each of the theory under the present study has 

been considered as the base for justifying the franchisee’s decision of being a part of the 

franchise business system. This has been tested with the help of regression analysis where a 

variable named ‘Franchise decision of franchisee’ is considered as the dependent variable and all 

the overall satisfaction of the franchisee towards his business with regards to the assumptions of 

the selected theories are considered as the independent variables for the regression analysis. 

Following hypothesis has been formulated and tested in order to examine whether the selected 



   
 

 

theories associated with franchise business has an influence on the franchise decision of the 

franchisees. 

 

Ho4(e)  Agency Theory, Resource Scarcity Theory, Risk Sharing Theory and Specific 

Knowledge Theory do not significantly justify the franchise decision of the 

franchisees. 

 

The above hypothesis has been tested by using regression analysis and the results are presented 

in Table No. 7.5 as under. 

 

Table No. 7.5: Franchise Decision of Franchisees Justified by Selected Theories 

Test: Ho4(e)                     

Dependent Variable : Franchise Decision of Franchisees  

R Square=.137     F=7.517     Sig=.000    

Independent Variables Beta Values T Values Sig. 

Agency Theory .225 3.261 .001 

Resource Scarcity Theory .082 1.216 .226 

Specific Knowledge Theory .070 1.037 .301 

Risk Sharing Theory .230 3.342 .001 

  Source : Computed from primary data 

 

From the above analysis of results it may be noted that the overall test result is significant at 5 

percent level. Thus, the tested hypothesis stands rejected and the alternate hypothesis needs to be 



   
 

 

accepted.  If considered individually, only two independent variables are found to be 

significantly influencing the dependent variable. Thus indicating that, out of all the four theories, 

only Agency Theory and Risk Sharing Theory justify the franchise buy decision of the 

franchisee. However, Resource Scarcity Theory and Specific Knowledge Theory fail to 

contribute significantly to justify the franchise buy decision of the franchisee.  The reason may 

be, since the franchise relation is more or less like a principal – agent relation, all the 

assumptions of the theory might hold true at a local as well as global level. Similarly, Risk 

Sharing Theory significantly contributes to the franchise decision as franchising allows sharing 

the risks in the business. 

 

7.5 MULTIPLE MEDIATION ANALYSIS OF RELATIONSHIP AMONG SELECTED 

THEORIES, FRANCHISEE SATISFACTION AND FRANCHISE DECISION OF THE 

FRANCHISEES 

 

Multiple mediation analysis helps to test an independent variable for its relation with the 

dependent variable and two or more than two mediating variables in order to test the impact of 

multiple mediators simultaneously on the relation of the independent variable with the 

dependent.  

 

In the present area of study, as tested in Ho4(e), it has been observed that there exists a 

significant impact of the Agency Theory and Risk Sharing Theory on the franchise decision of 



   
 

 

franchisees; however, the Resource Scarcity Theory and Specific Knowledge Theory do not 

contribute significantly in the franchise decision of the franchisees.  

 

It is a fact, that all the theories are closely associated with franchise business and they would 

significantly justify the franchise decision of the franchisees; the hypothesis Ho4(f)  has been 

framed to test the multiple mediation effect of the selected theories, between the franchisee 

satisfaction and franchise decision of the franchisee.  

 

Ho4(f)  There exists no mediating effect of Agency Theory, Resource Scarcity Theory, Risk 

Sharing Theory and Specific Knowledge Theory between franchisees’ satisfaction 

and franchise decision of the franchisees.  

 

In order to test the above hypothesis Multiple Mediation test has been done using the PROCESS 

software in SPSS3. PROCESS software has been developed by Andrew F. Hayes in the year 

2013 and it provides ready templates to perform mediation and moderation analyses for the test 

models developed by the author. The software can be used only in SPSS 0.20 and above 

versions. PROCESS software is not an inbuilt part of SPSS therefore it needs to be specially 

installed in SPSS. To use PROCESS software, the researchers have to develop a model design 

that should match with either of the test models given in the PROCESS templates.  

 



   
 

 

Thus, for the present hypothesis test, the following model as shown in Figure No. 7.1 has been 

developed and tested. The model developed for this hypothetical test matches model number 4 of 

the PROCESS templates. 

 

 

Figure No. 7.1: Multiple Mediation Model Testing Franchise Decision of Franchisees 

 

 

 

 

 

 

 

 

Source : Designed for testing by the researcher 

 

The above model shows the relation between franchisee satisfaction as an independent variable 

and the franchise decision of the franchisee as dependent variable. The selected four theories 
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associated with franchise business, are considered to be the mediating variables between the 

dependent and independent variable. Thus, Agency theory, Resource Scarcity Theory, Risk 

Sharing Theory and Specific Knowledge Theory are assumed to have a mediating effect on the 

relationship between franchisee satisfaction and justified decision of the franchisee. 

Table No. 7.6 provides the results obtained after testing Ho4(f).  

 

Table No. 7.6: Multiple Mediation Test Results for Franchise Decision of Franchisees 

Total effect of Franchisees’ Satisfaction(X) on Franchise Decision(Y) 

Effect  T Value P Value LLCI ULCI 

.4220       8.3021       .0000       .3217       .5222 

 

Direct effect of Franchisees’ Satisfaction(X) on Franchise Decision(Y) 

Effect  T Value P Value LLCI ULCI 

.1366       1.9404       .0538      -.0023       .2754 

 

Indirect effect of Franchisees’ Satisfaction(X) on Franchise 

Decision(Y) 

 

Variables  

 

Effect 

 

LLCI 

 

ULCI 

Total  .2854       .1581       .5079 

Agency Theory .1665       .0247       .4071 

Specific Knowledge Theory .0253       .0027       .0661 

Resource Scarcity Theory .0020       -.0324       .0389 



   
 

 

Risk Sharing Theory .0917       .0441       .1586 

 

Source : Computed from primary data 

The above table shows the test result of Ho4(f)  which examines the mediating effect of selected 

theories on relationship between the franchisee satisfaction and the franchise decision of the 

franchisees.  

 

For the purpose of analysis and testing of hypothesis it has been assumed that if the franchisees 

are satisfied with the business they carry out within the boundaries of the assumptions of selected 

theories, they can justify their decision to enter into franchise system of business. It means, the 

theories justify the franchising decision of the franchisee. Further, the multiple mediation 

analysis will enhance the knowledge by providing information as to which theory related to the 

franchise business can justify the franchise decision of franchisee in a greater sense. This means, 

research will be able to reveal, which out of the four theories strongly mediate the relation 

between franchisee satisfaction and his decision of entering into the franchise business. 

 

Table No. 7.6 provides result of the  multiple mediation test in three parts, the first being the 

result of total effect of X on Y, where, ‘X’ refers to the independent factor - ‘Franchisee 

Satisfaction’ and ‘Y’ refers to the dependent variable - ‘Franchise Decision of the Franchisees’. 

The result shows that this relationship is significant at 5 percent level of significance. The total 

effect that the franchisee satisfaction makes on justified decision is 0.4220. LLCI and ULCI 

columns given in the table refer to the Lower Limit of Confidence Interval and the Upper Limit 

of Confidence Interval. These lower and upper limits of the confidence interval also reflect the 

significance of the relationship. Both the limits positive and both the limits negative represent a 



   
 

 

significant P. Value whereas, if either of the limits is negative, it means the relationship tested is 

insignificant. From the above results, the LLCI and ULCI show that the total effect of ‘X’ on ‘Y’ 

is significant.  

 

The next result that has been shown in the Table No. 7.6 relates to the direct effect of ‘X’ on ‘Y’. 

As per this effect the relationship between franchisee satisfaction and justified decision of the 

franchisee have been found insignificant at 5 percent level. However, if the power of the test is 

increased to 10 percent, the said relationship turns significant, although it is not recommended.  

 

The last section of the Table No. 7.6 highlights the indirect effect of ‘X’ on ‘Y’. Indirect effect is 

the effect of independent variable on the dependent variable when the mediating variables are 

introduced. Therefore, the results comprise of effect of ‘X’ on ‘Y’ when agency theory is 

mediating variable, effect of ‘X’ on ‘Y’ when specific knowledge theory is mediating variable, 

effect of ‘X’ on ‘Y’ when resource scarcity theory is mediating variable, effect of ‘X’ on ‘Y’ 

when risk sharing theory is mediating variable and the total effect of all the mediating factors 

together which may be termed as the total indirect effect of ‘X’ on ‘Y’. The results indicate that 

out of the selected four theories, Agency theory has a strong mediating effect followed by the 

Risk Sharing theory. The reason behind the strong impact of agency theory may be that, under 

the contract that the two parties sign in franchising, it makes them mandatorily to follow the 

principal- agent relationship with the necessary assumptions being followed of the agency 

theory. Risk sharing theory is a fact with regards to the franchise business, where both the parties 

share risks of their business. Thus, the theory is counting itself to be a strong mediator next to 

Agency theory. 



   
 

 

 

However, Specific Knowledge Theory has a minimal effect although found to be a significant 

mediating variable, which might be because the franchisors initially take care of supplying the 

necessary information and knowledge to their franchisees. However, in the later stages, once the 

franchisee are established in their territory they do not bother to serve them with any extra 

knowledge or updated facts. Many of the selected franchisees informed of the fact during the 

present survey that their respective franchisors do not organize any seminars or conference or 

meetings for the franchisees to be kept updated.   Resource Scarcity Theory holds itself 

insignificant as far as mediating effect is concerned. The reason may be that, the franchisees may 

not be feeling that they are truly contributing to the business growth of the franchisor but rather 

that they are investing for their own prosperity and growth of their own business. Comparing this 

result with the linear regression results that tested Ho4(e)  gave similar findings, the satisfaction 

that the franchisee derived from application of these two theories, i.e. Specific Knowledge 

Theory and Resource Scarcity Theory had no significant impact on the justified decision of the 

franchisee.  

 

Thus, the multiple mediation analysis used, to test Ho4(f)  shows that there is a partial mediation 

effect of Agency theory, Risk Sharing theory and Specific Knowledge Theory between the 

franchisee satisfaction and the justified decision of the franchisee. However, the Resource 

Scarcity Theory does not play any mediating role between franchisee satisfaction and the 

justified decision of the franchisee. 

 

 



   
 

 

7.6 CHAPTER SUMMARY  

 

The entire chapter VII revolves around the various theories that are relevant to the operations and 

management of franchise business. However, for the purpose of analysis only four theories have 

been selected and examined. The relationship of the selected theories has been tested with the 

franchisees satisfaction in franchise business. Further, the analysis has been done to test the 

multiple mediating effects of all the selected theories between the relationship of franchisees 

satisfaction and franchise decision of the franchisees. On the bases of this analyses it can be 

stated that, all the franchisees in Goa are satisfied with their business considering the 

assumptions focused in the selected theories related to the franchise system. This satisfaction in 

turn has a positive impact on their decision of being a part of the franchise system. Thus, it could 

be concluded that theories such as Agency Theory, Resource Scarcity Theory, Risk Sharing 

Theory and Specific Knowledge Theory justify the franchise decision of the selected franchisees.  
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8.1 INTRODUCTION 

Customer is said to be the king and customer satisfaction is considered as one of the 

important measures used to evaluate the performance of any given business unit. 

Customer satisfaction is a feeling, a person as a customer experiences when his 

expectations are met through the purchase of a particular product or service1. It provides 

an idea as to how the products or services of a particular supplier meet the expectations of 

the customers2. 

 

To define customer satisfaction, it is a mental state which compares the result of the 

customer expectations prior to the purchase with that of the post purchase performance of 

any given goods or service 3. It is a measurement or an indicator of the degree to which 



   
 

 

the customer or the user of the product is pleased after purchasing or using the particular 

product /service4.  

 

Satisfaction level of the customers varies from product to product, time to time, person to 

person depending upon various situations under which the customers buy / consume the 

product or service. Different industries/ companies need to rely on different measures to 

study the satisfaction levels of their customers at different points of time.  

The present study in one of its objectives, tries to evaluate the performance of franchise 

business against that of the stand-alone business in the selected industries, considering 

customer satisfaction as one of the measures of performance evaluation. The study also 

explores the customer preferences towards franchised brands and stand-alone brands.  

 

8.2 MEASURES OF CUSTOMER SATISFACTION 

In measuring the customer satisfaction, researchers rely on the views of the selected 

customers on variety of issues. These views provide an idea regarding the performance of 

the company and the measures needed to improve it further.  

 

An effective customer satisfaction measure has a number of elements. Customers are 

usually asked questions such as, “Are you satisfied with the product/service?”, “Do you 

intend to visit us again?”, “Would you recommend us to your friends or relatives?”, etc. It 

is assumed that, a positive answer of the customer to these questions reflects their 



   
 

 

satisfaction. However, with those answers a company may not be able to understand the 

level or extent to which its customers are satisfied. In such a case, the company is unable 

to focus on the areas of operation which need an improvement so that the dissatisfied or 

less satisfied customers are taken care of, in future. A customer survey should help the 

companies to channelize their efforts so that, all the customers are satisfied and the 

satisfied customers are delighted and retained to be loyal.  

To enhance the customer satisfaction, the companies in their customer surveys, ask the 

customers to weigh or score various factors against which their satisfaction level can be 

measured.    

 

In order to evaluate the performance of the given company through customer satisfaction, 

a number of factors are considered by various studies. Below given is a list of such factors 

used in measuring the customer satisfaction.  

1. Quality of the product 

2. Life of the product  

3. Design / uniqueness of the product 

4. Consistency in quality / standardization of the product 

5. Variety in the products offered 

6. Uses of the product 

7. Delivery on time  

8. Speed of delivery  

9. Courtesy from the sales staff 



   
 

 

10. Availability of sales staff 

11. Knowledge of sales staff 

12. Friendliness of sales staff 

13. Resolution of customer complaints 

14. Response to enquiry by the customers 

15. After sales services 

16. Technical service 

17. Company / unit reputation  

18. Brand name  

19. Ease of doing business 

20. Convenience of the customer 

21. Looks and ambiance of the store 

22. Parking facilities 

23. Clarity of invoices 

24. Invoicing on time 

25. Price charged 

26. Total cost to be incurred by customer for using of product or service 

27. Value for money  

28. Payment options 

29. Help provided by the sales staff in making a purchase choice 

30. Returns and exchange policy 

 



   
 

 

The above list is not exhaustive by any means. There are still a number of factors that 

would measure customer satisfaction depending on the type of product / service / 

company/ industry against which the customer satisfaction has to be measured.  

 

8.3 ANALYSES OF COMPARISON OF FRANCHISE BUSINESS WITH STAND-

ALONE BUSINESS  

Customer satisfaction is triggered by the customer perception and his/her experiences with 

the seller units. In order to study the objective five, a detailed analysis of response of 1000 

customers selected across the state of Goa has been done. The details of the total sample 

of customers have been provided in Table No. 8.1 as follows.  

Table No. 8.1: Customer Sample Description 

Criteria Category  Frequency Percentage 

Gender  Male  509 50.9 

Female  491 49.1 

 Total  1000 100 

Age  Below 25 419 41.9 

25- Below 40 247 24.7 

40 - Below 55 266 26.6 

55 - Below 70 68 6.8 

 Total  1000 100 

Educational 

Qualification   

 

 

Below SSC 19 1.9 

SSC 61 6.1 

HSSC 327 32.7 

Graduation  406 40.6 

Post Graduation 181 18.1 

Others  6 0.6 

 Total  1000 100 

District of Goa   South  686 68.6 

North  314 31.4 

 Total  1000 100 

Talukas of Goa  Bardez 65 6.5 



   
 

 

 

 

 

 

 

Bicholim 48 4.8 

Canacona 37 3.7 

Dharbandora 16 1.6 

Mormugao 70 7.0 

Pernem 31 3.1 

Contd... 

Category  Frequency Percentage 

 

Ponda 62 6.2 

Quepem 154 15.4 

Salcette 332 33.2 

Sanguem 74 7.4 

Sattari 32 3.2 

Tiswadi 79 7.9 

 Total  1000 100 

Source: Compiled from primary data 

 

From the above sample distribution it may be observed that 50.9 percent of the selected 

customers are male and 49.1 percent are female. A maximum number of customers from 

the selected sample are graduates. 68.6 percent of the customers selected belong to South 

Goa and 31.4 percent of them belong to North Goa and a large number of selected sample 

customers belong to the Salcette taluka of South Goa.  

 

The present study considers the customer perception regarding franchise business, 

customer preference and choice between franchised brands and the brands launched by 

stand alone business and customer satisfaction with the products and services offered by 

franchised units as against the stand-alone units in order to evaluate the performance of 

both for a comparative analysis. 



   
 

 

 

The customer data analyzed for the present study relates to the industries such as food 

and beverage, consumer goods and services, health and beauty, hotel and 

accommodations, and education. 

 

8.3.1 CUSTOMER PERCEPTION OF FRANCHISE AND STAND-ALONE 

BUSINESS 

A sample of thousand customers selected across the state of Goa, was asked as to whether 

they have ever visited any franchised units in general. This was to know whether they are 

aware of the concept of franchising. The visit to the franchise business units as asked, 

need not be in the state of Goa only, neither needed to be belonging to any of the specific 

industrial sector selected for study. The researcher intended to know whether the 

respondent has ever visited a franchised outlet so that to ensure whether the further 

response given by the respondent would be with a practical experience in franchise 

business transactions. It was found from the response that out of 1000 customers 

surveyed, 93.70 percent had visited and experienced the franchise system of business. 

However, 6.30 percent had never visited franchised outlets till date. It may also be 

possible that although visited an outlet these 6.30 percent respondents may not be aware 

that the unit is a franchised one. This shows that some of the respondents are unaware of 

what a franchised unit is.  

The customers were also asked whether they have specifically visited the franchise 

business units under the selected industries such as food and beverage, consumer goods 



   
 

 

and services, hotel and accommodations, health and beauty and education. It was 

understood from their response that a maximum number of respondents, i.e. 91.4 percent 

have experienced food and beverage franchise outlets followed by 88.2 percent of them 

experienced with consumer goods and service franchises, 65.7 percent having visited 

franchised hotels and accommodations, 61.8% being the customers of franchised 

educational institutes and 58.6 percent of the customers having an experience with 

franchised health and beauty sector. 

Further the respondents were asked that whenever they visited/experienced, whether they 

found the franchised units different from stand-alone units. In order to ascertain whether 

there is an association with visiting a franchise unit and finding it different from that of 

the stand-alone business unit in the opinion of the customers, following hypothesis has 

been formulated and tested with the help of chi square test. 

 

Ho5(a) Customers who have visited franchise business do not feel a significant 

difference between franchise and stand-alone business outlets. 

 

The test of above hypothesis shows the result in Table No. 8.2 as under. 

 

 

Table No. 8.2: Chi Square Test of Customer Visiting Franchise Outlets and Those 

Finding Them Different From Stand-Alone Business Outlets 

Response 

Find Franchise 

Different Total 

Chi Square 

Value 

P-Value 



   
 

 

No Yes 

Visited 

Franchise 

Outlet 

No 25 38 63  

132.383 

 

DF=1 

.000 
Yes 

36 901 937 

Total 61 939 1000 

Source : Computed from primary data 

 

The above Table No. 8.2 shows a clear association of the number of customers who have 

visited franchised outlets and they have found the franchise business units different from 

that of the stand-alone business units. Out of the total 1000 customers, 93.7 percent have 

been the visitors to franchise business units. Out of those who have visited franchise 

units, total 90.1 percent customers feel that franchised units are different from the stand-

alone business units. However, there are 6.3 percent such customers who although have 

not visited any franchised outlets, believe that they differ from the stand-alone business 

units. Further, the test results of hypothesis Ho5(a) are also shown in Table No. 8.2 

above. The calculated chi square value is 132.383 with a P-value found significant both at 

5 percent. The test results clearly indicate that the null hypothesis needs to be rejected 

and the alternate hypothesis has to be accepted which means, the customers those who 

visit the franchised outlets feel that they are different from the stand-alone business units. 

This assumption which has been proven by testing Ho5(a) has been further clarified with 

the help of Ho5(b) which has been tested using a multiple linear regression analysis. 

Ho5(b) relates to the perception of the customers with respect to franchise business 

which helps in providing an explanation to how the franchised outlets differ and whether 

they are better than the stand-alone business units.  

 



   
 

 

Ho5(b) Customers do not perceive Franchise business units as significantly better 

than stand-alone business units. 

In order to test the above hypothesis, a total of five independent variables are regressed 

with a dependent variable named ‘Superiority of Franchise business units over stand-

alone business units’. The result of the test is shown in Table No. 8.3 as under. 

Table No. 8.3: Regression Analysis Results of Testing Perception of Customers on 

Franchise Business Units and Stand-Alone Business Units 

 

Source: Computed from primary data 

From the above table it can be clearly observed that hypothesis Ho5(b)tends to get 

rejected with the fact that the P-value is found to be significant at 5 percent level. This 

proves that franchise business seems to be better than stand-alone business with respect 

to the fact that franchised units are more professionalized, trustable, standardized and 

pleasant in appearance. These four factors are found to be significantly contributing to the 

superiority of franchise business over the stand – alone business. However, the factor 

Dependent Variable : Superiority of Franchise business units over stand-alone 

business units 

 

Independent Variables 

 

Beta 

Coefficient 

 

T- Test 

Value  

P. Value 

Franchised units are more professionalised .074 2.334 .020 

Franchised units offer more variety .017 0.472 .637 

Franchised units are more trustable .228 5.422 .000 

Franchised units are more standardised .077 2.035 .042 

Franchised units are pleasant in appearance .278 8.520 .000 

 

Constant  .000 

R Square .295 

Adjusted R Square .292 

F Test Value 83.255 

P.  Value at 5% Significance .000 



   
 

 

which states that franchise business offers more variety in the product and services that it 

sells does not hold significant position in the above relationship. The reason may be that, 

in a competitive business scenario even the stand alone business units have to make a 

variety of products and services available to the customers in order to survive and 

succeed in the market and they do it. In fact, the stand alone business units can provide a 

wider range of products and services as they do not have to dependent on any franchisor 

to permit them to do so, unlike in case of the franchise business unit.  

 

The above regression model has been explained by four factors to the extent of 29.50 

percent as denoted by the R square. Presenting this relationship in the form of equation 

would be as under. 

Y = α + B1X1 + B2X2 + B3X3 + B4X4. 

Franchise business units being better than stand-alone business units = 25.066 + 0.245 

(Professionalized) + 0.596 (Trustable) + 0.236 (Standardized) + 0.724 (Pleasant in 

Appearance). 

 

From the above test results and the equation it may be noted that all the four variables 

that explain the superiority of franchise business units over the stand-alone business have 

a positive relationship. Thus, the statement that franchise business units are more 

professionalized, trustworthy, standardized and pleasant to appear, signifies that franchise 



   
 

 

business is better than the stand-alone business units as per the customers surveyed in 

Goa. 

 

8.3.2 CUSTOMER PREFERENCE TOWARDS FRANCHISE AND STAND-

ALONE BUSINESS 

An analysis of the customer preference and choice has been done by considering various 

products and services which are available in the state of Goa in franchised as well as the 

stand-alone outlets. The purpose of this analysis is to understand, for a particular product 

/ service whether the customer prefers to buy it from a franchised outlet or the stand-

alone outlet. Under selected industries, different products had been mentioned to the 

respondents to know their preference of buying. The respondents had to opt between 

three categories namely franchised outlets, stand-alone outlets and both. The stated 

customer preferences are presented in Table No. 8.4. 

 

 

Table No. 8.4: Customer Preferences in Buying From Franchise and Stand - Alone 

Units 

Category of 

product /service 

Product / Service Franchised 

% 

Stand-

alone 

% 

Both  

% 

 

 

Food and 

Burgers/fast food Centres 80.8 19.2 0.0 

Ice cream parlours 84.0 15.9 0.1 

Restaurants/ take away 47.4 51.8 0.8 



   
 

 

Beverages Bakery, Bread & Doughnut 60.7 39.3 0.0 

Pizzas 79.8 20.2 0.0  

Coffee & Tea 40.7 59.2 0.1 

 

 

 

Consumer 

Goods and 

services 

Watches / Eye glasses and 

lenses 

79.1 20.9 0.0 

Clothing / Shoes 69.6 30.4 0.0  

Bags / Purses 55.3 44.7 0.0 

Couriers & mails 66.7 33.1 0.2 

Beauty salon & spas 56.7 43.3 0.0 

Automobile service/parts 77.4 22.6 0.0 

Investment services  82.7 17.1 0.2 

Learning 
Educational  schools 

/coaching centres 

64.6 35.0 0.4 

 

Health aids 

Hospitals  61.6 37.8  0.6 

Gyms and fitness centres  48.0 51.8 0.2 

 

Accommodation 

 

Hotels / Lodging  

 

50.5 

 

49.0 

 

0.5 

Source: Computed from primary data 

 

From the above table it may be noted that out of all the products specified, customers 

prefer franchised ice cream parlours the most not only in the food and beverage industry 

but also in the other three categories listed in the table. This preference of franchised 

industry is followed by the investment services which may be counted at the second most 

preferred by the customers. The third most preferred franchised outlet is for burgers/ fast 

food centres. In most of the other products or services the customers are found preferring 

the franchised outlets over the stand-alone outlets.  

 



   
 

 

Another observation that can be made from the above table is that, as far as 

restaurants/take away, Gyms and fitness centres are concerned, customers prefer stand-

alone outlets rather than the franchised units. The reason may be that, in case of the 

restaurants/take away each of the stand-alone unit may sell its specialities and the 

customers do not compromise on taste just for the brand. Similarly, as far as gyms and 

fitness centers are concerned, rather than a brand that is being franchised customers 

would be more interested in convenience. 

 

Overall results show that customers in Goa are providing a scope for franchise business 

to flourish by giving preference to it as far as a number of products and services are 

concerned.  

 

 

 

8.3.3 CUSTOMER SATISFACTION TOWARDS FRANCHISE AND STAND-

ALONE BUSINESS 

An analysis of customer satisfaction has been one of the objectives of the present 

empirical study, where a comparison of franchise business and stand alone business has 

been done considering the various factors that help in measuring the satisfaction level of 

the customers. This comparative study has been conducted with respect to all five 

industries selected for the study.  



   
 

 

 

Customers have rated their satisfaction level ranging from 1 to 10 where 1 means the 

customer is least satisfied and 10 reflects his highest level of satisfaction against each of 

these factors separately for franchised business as well as for the stand-alone business. 

For the purpose of comparative analysis statistical tools such as mean and standard 

deviation have been used. Mean and standard deviation are the statistical tools that 

facilitate the comparison of performance of the concerned units with respect to each 

factor measuring industry-wise satisfaction of the customers. A higher value of mean and 

lower value of the standard deviation measured for a given factor reflects a better 

performance of a selected unit under comparison. Whereas, if the value of mean is found 

to be lower along with a higher degree of standard deviation then it reflects inferior 

performance of any given unit.  

 

8.3.3.1 CUSTOMER SATISFACTION TOWARDS FRANCHISE AND STAND-

ALONE BUSINESS IN FOOD AND BEVERAGE INDUSTRY 

Table No. 8.5 and 8.6 clearly shows the comparisons between the franchised outlets and 

stand-alone outlets considering a number of factors relevant and which suitably measure 

the customer satisfaction in regards to the food and beverage industries in Goa. 

 

The various outlets belonging to this industry such as burgers/ fast food centres, ice 

cream parlours, restaurants/ take away units, bakeries/ bread and donut outlets, pizza 



   
 

 

centres, coffee and tea joints, etc. have been considered for a comparison of their 

performance. Comparison is based on the difference in mean which specifies the average 

performance of the units considering every factor and the difference in standard deviation 

which specifies the level of variance in performance of franchise and stand-alone 

business. 

 

Total 32 factors have been considered in order to thoroughly compare the satisfaction 

level of selected customers on both the type of units. Thus, the Table No. 8.5 reveals a 

comparative analysis of mean and standard deviations of franchise business and stand-

alone business in food and beverage industry considering the customer satisfaction as a 

measure of performance.  

 

    Table No. 8.5: Comparative Satisfaction Level of Selected Customers on  Franchise and 

Stand Alone Business in Food and Beverage Industry  

 

FACTORS TO MEASURE CUSTOMER 

SATISFACTION 

Mean Standard Deviation 

Franchised 

Unit 

 

Stand- 

Alone  

Unit 

 

Franchised 

Unit 

 

Stand- 

Alone  Unit 

1) Quality of the product 8.07 6.33 1.278 1.414 

2) Variety of items sold 7.88 6.70 1.440 1.460 

3) Quantity in the item sold 7.57 6.60 1.528 1.597 

4) Newness/novelty/ uniqueness 7.73 6.33 1.604 1.647 

5) Standardization in quantity 8.03 6.32 1.557 1.727 

6) Price reasonability of items  6.73 7.10 2.000 1.874 

7) Presentation of items sold 7.97 6.15 1.646 1.577 

8) Special offers 7.79 5.85 1.662 1.731 

9) Seasonal offers 7.67 6.08 1.491 2.041 

10) Freshness of the items sold 7.76 6.41 1.645 1.753 

11) Hygiene in the stores 8.43 6.28 1.370 1.652 

12) Service promptness 8.02 6.22 1.216 1.573 



   
 

 

13) Service quality 8.03 6.24 1.529 1.496 

14) Attitude of employees in store 7.88 6.24 1.508 1.640 

15) Knowledge of employees  7.98 6.13 1.577 1.685 

16) Clarity in menu 8.23 6.24 1.379 1.737 

17) Waiting time comfort 7.82 6.38 1.325 1.534 

18) Professionalism of 
servers/staff 

7.88 6.08 1.341 1.497 

19) Friendliness of servers/staff 7.70 6.39 1.597 1.754 

20) Home delivery  7.52 6.34 1.838 1.890 

21) Returns Policy 7.29 6.31 2.034 1.654 

22) Convenience of store location 7.58 6.66 1.574 1.544 

23) Personal attention to 
customers 

7.68 6.48 1.540 1.408 

24) Staff willingness to help  7.70 6.44 1.433 1.598 

25) Interiors / appearance of store 8.13 6.25 1.477 1.587 

26) Customer care  8.07 6.20 1.306 1.621 

27) Perfection in billing  7.92 6.26 1.380 1.706 

28) Payment option  8.04 6.41 1.489 1.736 

29) Sale on credit  5.87 6.29 2.904 1.718 

30) Grievance mechanism 7.69 6.20 1.691 1.805 

31) Brand image  8.34 6.38 1.654 1.658 

32) Overall Satisfaction  8.46 6.76 1.416 1.692 

    Source: Computed from primary data 

 

A comparative analysis of the customer satisfaction with regards to the franchise business 

and the stand alone business considering the above factors can be made as under. 

 

Various factors that reflect the product attributes such as quality of the products, quantity 

offered, variety of the items sold, product uniqueness, freshness of the product, 

standardization in the quantity and the presentation of the items sold show a greater mean 

and lower standard deviation in respect to the satisfaction of customers with the franchise 

business units in comparison with that of the stand alone business units.  

 



   
 

 

As far as the special offers and seasonal offers are concerned the selected customers are 

found to be more satisfied with the franchise business than the stand alone business. 

 

When the store attributes are compared, the factors such as hygiene, convenience of the 

store location and the interiors/appearance of the store are found to be more satisfying to 

the selected customers in franchise business than the stand alone business. 

 

The service related issues such as service promptness, service quality, clarity in the menu, 

waiting time comfort, home delivery, returns policy, perfection in billing, payment option 

and credit allowed are comparatively more satisfying to the selected customers in 

franchise business units than the stand alone business units. 

 

As far as the staff attributes are concerned, factors such as store employee attitude, 

professionalism of the store staff, store staff friendliness their willingness to help the 

customers are graded as more satisfying to the selected customers in franchise business 

than the stand alone business. 

 

Factors representing customer relationship management by the business units such as 

customer care, complaint resolving and the grievance mechanism, value more in terms of 

customer satisfaction as graded by the selected customers in franchise business than the 

stand alone business.  



   
 

 

 

A comparison of the satisfaction towards brand image also is rated to be higher with 

regards to the franchise business than that in case of the stand alone business by the 

selected customers. 

 

However, in respect to price factor of the products, the customers are found to be more 

satisfied with the stand alone business units than the franchise ones.  

 

Comparing the mere mean and standard deviation values obtained in Table No. 8.5, it can 

be observed that the overall satisfaction that the customers derive from the products and 

services they buy from the food and beverage franchise business outlets, is more than that 

from the stand-alone business units.  

 

However, to statistically prove the above claims, paired sample T test has been used to 

test Ho5(c).  

 

Ho5(c) There exists no significant difference between satisfaction level of customers 

of franchise units and stand alone units operating in the food and beverage 

industry.  

 



   
 

 

The above hypothesis has been tested using paired sample T test since the customers have 

graded the performance of franchise as well as stand-alone business outlets based on 32 

common factors which have been used for comparison. Table No. 8.6 shows the result of 

comparative analysis. 

 

In Table No. 8.6, the first column states the factor against which the comparison has been 

made. The values that need to be considered as relevant for interpretation are, difference 

in the means , difference in the standard deviations, T test value and the significance 

value. The difference in mean and standard deviations indicate whether the satisfaction 

level of customers is high in franchise units or the stand-alone unit. The positive mean / 

standard deviation difference value followed by a positive T test value indicate a high 

customer satisfaction for franchise business units and vice versa. The following table 

shows whether there is a significant difference between customer satisfaction of franchise 

unit and the stand-alone units under food and beverage industry considering 32 variables 

that measure customer satisfaction.  

 

Table No. 8.6: Comparative Analysis of Difference in Customer Satisfaction in Food 

and Beverage Industry 

MEASURES OF 

CUSTOMER 

SATISFACTION 

Paired Differences 

t df 

Sig. 2-

tailed Mean 

Std. 

Deviatio

n 

Std. 

Error 

Mean 

Pair1 Quality  1.743 1.820 .058 30.286 999 .000 



   
 

 

Pair 2 Variety  1.177 2.171 .069 17.142 999 .000 

Pair 3 Quantity  .964 2.259 .071 13.496 999 .000 

Pair 4 Newness  1.394 2.169 .069 20.322 999 .000 

Pair 5 Standardization  1.712 1.658 .052 32.660 999 .000 

Pair 6 Price  -.371 2.567 .081 -4.569 999 .000 

Pair 7 Presentation  1.822 2.046 .065 28.166 999 .000 

Contd... 

Pair 8 Special Offers  1.938 1.697 .054 36.119 999 .000 

Pair 9 Seasonal Offers  1.585 2.099 .066 23.875 999 .000 

Pair 10 Freshness  1.352 2.096 .066 20.395 999 .000 

Pair 11 Hygiene  2.147 1.982 .063 34.251 999 .000 

Pair 12 Service 

Promptness  
1.797 1.870 .059 30.395 999 .000 

Pair 13 Service Quality  1.792 1.821 .058 31.119 999 .000 

Pair 14 Attitude  1.645 2.052 .065 25.349 999 .000 

Pair 15 Knowledge  1.845 2.093 .066 27.874 999 .000 

Pair 16 Clarity  1.988 1.894 .060 33.191 999 .000 

Pair 17 Waiting Time  1.441 1.889 .060 24.124 999 .000 

Pair 18 Professionalism  1.799 1.712 .054 33.238 999 .000 

Pair 19 Friendliness  1.316 2.058 .065 20.224 999 .000 

Pair 20 Home Delivery  1.182 2.680 .085 13.949 999 .000 

Pair 21 Returns  .984 2.288 .072 13.603 999 .000 

Pair 22 Convenience  .912 2.230 .071 12.935 999 .000 

Pair 23 Attention  1.194 2.025 .064 18.646 999 .000 

Pair 24 Willingness  1.254 1.950 .062 20.334 999 .000 

Pair 25 Interiors  1.877 1.651 .052 35.959 999 .000 

Pair 26 Customer Care  1.862 1.822 .058 32.314 999 .000 

Pair 27 Perfection  1.665 1.774 .056 29.676 999 .000 

Pair 28 Payment  

Option 
1.631 2.035 .064 25.346 999 .000 

Pair 29 Sale on Credit  -.416 3.420 .108 -3.846 999 .000 

Pair 30 Grievance  1.489 1.885 .060 24.986 999 .000 

Pair 31 Brand Image  1.960 2.158 .068 28.721 999 .000 

Pair 32 Overall 

Satisfaction 
1.699 1.843 .058 29.147 999 .000 

Source: Computed from primary data 



   
 

 

 

From the above table it may be noted that each of the factors that has been tested for the 

difference in mean or standard deviation, has been found significant. All the criteria 

against which the customer satisfaction has been tested for its difference are found to be 

significant at 5 percent level, indicating that there exists a significant difference in the 

level of satisfaction that the customer derives from the product and services of a 

franchised and a stand-alone unit operating in food and beverage industry in Goa. 

 

As far as the T test value is concerned except for price, all other factors denote a positive 

value. This indicates that, the hypothesis H03 is rejected and it may be concluded that 

with reference to the above factors determining customer satisfaction, there is a 

significant difference between the satisfaction level of customers of franchise units and 

stand alone units operating in the food and beverage industry. The T test values obtained 

are positive except in case of price factor. This shows that the customers are more 

satisfied with the franchise business than the stand alone business. However, with regards 

to the price factor, stand-alone business is more satisfying to the customers. Customers 

may be satisfied comparatively lesser with the price of the franchised food and beverage 

items because they are usually priced higher than the locally operated stand-alone units 

which are not bound to follow the price charts strictly unlike franchise outlets. 

 

The other factors such as product attributes, store attributes, special and seasonal offers, 

service related issues, staff attributes and customer relationship management, the 



   
 

 

satisfaction of the customers with franchise business is comparatively higher than that of 

the stand alone business. 

 

The above analysis makes the researcher to claim that as far as the food and beverage 

industry is concerned, overall the franchise businesses outperform the stand-alone 

businesses considering the customer satisfaction as a measure of comparing performance. 

 

8.3.3.2 CUSTOMER SATISFACTION TOWARDS FRANCHISE AND STAND-

ALONE BUSINESS IN CONSUMER GOODS INDUSTRY 

Consumer goods sector is the one that includes in its scope, a range of products made 

available to the consumers such as clothing, shoes, bags and baggage, eye glasses, 

watches, furniture, automobile parts, mobile phones, etc. For the purpose of the study, 

consumers have rated the level of their satisfaction against 31 factors which have been 

used to compare the performance of franchise and stand-alone units dealing with 

consumer goods in Goa.  

 

The comparative analysis with mean and standard deviation has been presented in the 

Table No. 8.7.  However, Table No. 8.8 provides the result of testing the hypothesis 

Ho5(d). The hypothesis intends to test whether there exist a significant difference 

between the customer satisfaction of franchise and stand-alone business in consumer 

goods industry in Goa. 



   
 

 

 

Ho5(d)  There exists no significant difference between satisfaction level of customers 

of franchise units and stand alone units operating in the consumer goods 

industry. 

 

The above hypothesis has been tested by using paired sample T test. The result of this test 

is shown in Table No. 8.8 where, the first column states the factor against which the 

comparison has been made. The difference in mean and standard deviations indicate 

whether the satisfaction level of customers is high in franchise units or the stand-alone 

unit as far as consumer goods industry in Goa is concerned. The positive mean 

difference/ standard deviation difference value, followed by a positive T test value in the 

result indicates, a high customer satisfaction for franchise business units whereas the 

negative mean difference/ standard deviation difference value, followed by a negative T 

test value in the result indicates a low customer satisfaction for franchise business units.  

 

 

 

Table No. 8.7: Comparative Satisfaction Level of Selected Customers on Franchise and 

Stand Alone Business in Consumer Goods Industry 

 
FACTORS TO MEASURE CUSTOMER 

SATISFACTION 

Mean Standard Deviation 

Franchise 
Unit 

 

Stand- 
Alone  
Unit 

Franchise 
Unit 

 

Stand- 
Alone  
Unit 



   
 

 

 

1) Quality of the product 8.34 6.54 1.245 1.700 

2) Variety of items sold 8.05 6.96 1.248 1.765 

3) Quantity in the item sold 7.89 6.58 1.266 1.748 

4) Newness/novelty/ uniqueness 8.19 6.51 1.306 1.706 

5) Standardization  8.10 6.29 1.386 1.567 

6) Price reasonability of items  7.22 6.96 1.743 1.736 

7) Presentation of items sold 8.23 6.44 1.420 1.603 

8) Special offers 8.17 6.43 1.291 1.750 

9) Seasonal offers 8.14 6.39 1.345 1.863 

10) Cleanliness  in the stores 8.38 6.51 1.482 1.572 

11) Interiors and appearance of store 8.34 6.30 1.390 1.586 

12) Service promptness of the staff  8.15 6.27 1.377 1.622 

13) Staff approach  8.05 6.32 1.379 1.774 

14) Display factor  8.21 6.35 1.509 1.771 

15) Knowledge of employees  8.28 6.48 1.302 1.650 

16) Over the counter Waiting comfort 8.11 6.45 1.292 1.692 

17) Professionalism of servers/staff 8.13 6.24 1.474 1.764 

18) Home delivery  7.69 6.22 1.924 1.941 

19) Returns Policy 7.56 6.41 2.042 1.851 

20) Convenience of store location 7.96 6.61 1.618 1.705 

21) Personal attention to customers 7.95 6.27 1.588 1.667 

22) Staff willingness to help  7.90 6.43 1.370 1.569 

23) Perfection in billing  8.12 6.50 1.539 1.830 

24) Appearance of the staff 8.22 6.44 1.338 1.529 

25) Customer care  8.00 6.36 1.401 1.624 

26) Payment option  7.93 6.24 1.535 1.522 

27) Sale on credit  6.68 6.40 2.675 1.897 

28) Availability of product on  demand 7.83 6.19 1.444 1.690 

29) Grievance mechanism 7.88 6.15 1.835 1.678 

30) Brand image  8.26 6.08 1.597 1.710 

31) Overall satisfaction with the unit 8.45 6.81 1.288 1.541 

  Source: Computed from primary data  

 

The above table provides the comparative mean and standard deviation for each factor 

that measures the satisfaction level of the customers in regards to the franchise and stand 

alone business in consumer goods industry. The comparative analyses of franchise and 

stand alone business units in the consumer goods industry show that, the level of 

satisfaction is higher in case of franchise business units than that of the stand alone 



   
 

 

business units with regards to each of the factors measuring satisfaction level of the 

selected customers. 

 

The comparison of mean and standard deviation values in regards to factors such as 

quality of the product, variety of items sold, quantity offered, design uniqueness 

standardisation, price of the goods, product presentation which show the product 

attributes reveals that the satisfaction level of the selected customers is higher in 

franchise business units than that of the stand alone business. Similarly the factors such 

as special offers, seasonal offers, display factor, home delivery, returns policy, payment 

option and credit facility which are the promotional strategies are valued high by the 

selected customers in regards to franchise business than the stand alone business. The 

customer care as well as grievances mechanism in franchise business are valued higher 

than that of the stand alone business by the customers. Thus, the overall satisfaction level 

of the customers is higher in case of the franchise business than that of the stand alone 

business.  

 

Further, Ho5(d)  as mentioned earlier has been tested using Paired Sample T test and the 

results of the test are tabulated in Table No. 8.8. This hypothesis intends to test whether 

there exist a significant difference in the level of satisfaction of the selected customers 

with regards to franchise business units and the stand-alone business units in Goa. 

Table No. 8.8: Comparative Analysis of Difference in Customer Satisfaction in 

Consumer Goods Industry  



   
 

 

MEASURES OF 

CUSTOMER 

SATISFACTION 

Paired Differences 

t df 

Sig. 2-

tailed Mean 

Std. 

Deviation 

Std. 

Error 

Mean 

Pair 1 Quality  1.802 1.417 .045 40.226 999 .000 

Pair 2 Variety  1.084 1.948 .062 17.597 999 .000 

Pair 3 Quantity  1.315 1.852 .059 22.456 999 .000 

Pair 4 Uniqueness 1.682 1.754 .055 30.318 999 .000 

Pair 5 Standardization  1.818 1.822 .058 31.551 999 .000 

Pair 6 Price  .254 2.423 .077 3.315 999 .001 

Pair 7 Presentation  1.793 1.907 .060 29.736 999 .000 

Pair 8 Special Offers 1.737 2.025 .064 27.128 999 .000 

Pair 9 Seasonal Offers  1.754 2.238 .071 24.779 999 .000 

Pair 10 Cleanliness  1.871 1.633 .052 36.229 999 .000 

Pair 11 Interiors   2.038 1.641 .052 39.285 999 .000 

Pair 12 Promptness  1.881 1.913 .061 31.090 999 .000 

Pair 13 Staff Approach 1.730 1.999 .063 27.370 999 .000 

Pair 14 Display Factor 1.864 2.022 .064 29.148 999 .000 

Pair 15 Emp. 

Knowledge 
1.799 1.788 .057 31.813 999 .000 

Pair 16 Waiting Time  1.660 2.024 .064 25.930 999 .000 

Pair 17 Professionalism  1.888 1.820 .058 32.812 999 .000 

Pair 18 Home Delivery 1.470 2.161 .068 21.516 999 .000 

Pair 19 Returns Policy 1.147 1.848 .058 19.628 999 .000 

Contd... 

Pair 20 Convenience  1.347 1.956 .062 21.781 999 .000 

Pair 21 Attention  1.672 1.684 .053 31.401 999 .000 

Pair 22 Willingness  1.474 1.815 .057 25.688 999 .000 

Pair 23 Billing  
1.624 1.900 .060 27.028 999 .000 

Pair 24 Staff 

Appearance  
1.781 1.703 .054 33.073 999 .000 

Pair 25 Customer Care  
1.643 1.814 .057 28.649 999 .000 

Pair 26 Payment Option  
1.697 1.985 .063 27.038 999 .000 

Pair 27 Sale on Credit  
.282 3.018 .095 2.955 999 .003 

Pair 28 Prod. 

Availability  
1.635 1.986 063 26.035 999 .000 

Pair 29 Grievance  1.728 1.997 .063 27.356 999 .000 



   
 

 

Pair 30 Brand Image  2.184 2.077 .066 33.250 999 .000 

Pair 31 Overall 

Satisfaction  
1.642 1.371 .043 37.873 999 .000 

            Source: Computed from primary data 

 

Table No. 8.7 provides at a glance the comparative mean and standard deviation for each 

of the factor that measures customer satisfaction with respect to franchise and stand alone 

business that deal with consumer goods in Goa. However, the performance difference 

between franchise business and the stand alone business is tested and presented in Table 

No. 8.8 where it may be noted that each of the factors against which the customer 

satisfaction is measured has been found significant at 5 percent level. It means there is a 

significant difference in the performance of franchise business and the stand alone 

business as far as customer satisfaction is concerned. Moreover, from the positive value 

of T test it may be understood that customer satisfaction is more in regards to franchise 

business than that of the stand alone business dealing with consumer goods.  

8.3.3.3 CUSTOMER SATISFACTION TOWARDS FRANCHISE AND STAND-

ALONE BUSINESS IN REGARDS TO HEALTH, WELLNESS, BEAUTY AND 

OTHER SELECTED SERVICES 

 

Health, wellness, beauty and a range of other services are available to customers in Goa 

by various companies through franchise mode as well as the stand alone business.  The 

services that are included for evaluation in the study include services of medical clinics, 



   
 

 

pathological labs, testing centers, beautification centers, spas, hair and skin care centers, 

saloons and beauty spas, etc.   

 

The present study has also evaluated the other consumer services such as courier services, 

investment and portfolio services. In order to compare the performance of franchised 

customer services with that of the stand-alone units in Goa, a number of factors that 

measure customer satisfaction have been considered and the result of evaluation based on 

27 factors has been presented in Table No. 8.9 as under. This table shows the comparison 

of performance of franchise business with the stand alone business based on mean and 

standard deviation values calculated against each criteria of evaluation. 

 

 

 

Table No. 8.9: Comparative Satisfaction Level of Selected Customers on Franchise and 

Stand Alone Business in Health, Wellness, Beauty and Other Selected Service Industry 

 
FACTORS TO MEASURE CUSTOMER 

SATISFACTION 

Mean Standard Deviation 

Franchised 
Unit 

 

Stand- 
Alone  
Unit   

 

Franchised 
Unit 

 

Stand- 
Alone  
Unit   

1) Specialization offered  8.24 6.73 1.317 1.701 

2) Standardization of the service  8.27 6.53 1.403 1.667 

3) Expertise of the staff  8.18 6.13 1.349 1.566 

4) Newness/novelty/ uniqueness 8.10 6.20 1.521 1.578 

5) Service Quality 8.35 6.28 1.320 1.589 

6) Price reasonability of items  7.36 7.21 1.875 1.896 

7) Special offers/ packages offered 7.86 6.36 1.401 1.529 

8) Trust upon the service providers 7.98 6.29 1.640 1.705 

9) Cleanliness  in the stores 8.14 6.31 1.651 1.636 

10) Interiors and appearance of store 8.25 6.34 1.423 3.044 



   
 

 

11) Service promptness of the staff  8.15 6.34 1.296 1.598 

12) Staff approach  8.28 6.36 1.315 1.732 

13) Reliability on service delivery  8.04 6.29 1.453 1.631 

14) Availability of demanded service 8.11 6.49 1.447 1.657 

15) Over the counter Waiting comfort 8.04 6.23 1.310 1.647 

16) Professionalism of servers/staff 8.31 6.07 1.394 1.825 

17) Friendliness of servers/staff 8.11 6.33 1.418 1.884 

18) Convenience of store location 7.84 6.47 1.471 1.777 

19) Personal attention to customers 7.98 6.43 1.508 1.667 

20) Staff willingness to help  7.81 6.29 1.456 1.676 

21) Perfection in billing  7.97 6.19 1.579 1.868 

22) Customer care  7.94 6.40 1.663 1.722 

23) Payment option  7.93 6.30 1.427 1.728 

24) Service on credit  7.12 6.53 2.392 1.857 

25) Grievance mechanism 7.90 6.22 1.587 1.674 

26) Brand image  8.29 6.26 1.474 1.770 

27) Overall satisfaction  8.47 6.81 1.326 1.683 

Source: Computed from primary data 

The values of mean and standard deviations as shown in Table No. 8.9 provides a glance 

of the level of satisfaction among consumers of franchise and stand alone services 

mentioned earlier.  

From the above table it can be understood that the overall satisfaction level of the 

customers in regards to the services offered by franchise business units is more than that 

provided by the stand-alone business units. Further, the details show that the customer 

satisfaction with respect to service attributes such as specialization, standardisation, 

uniqueness of the service and service quality is greater in regards to the franchise 

business units than that of the stand-alone units. The satisfaction level of customers is 

found to be higher in franchise business than the stand-alone business units with respect 

to the price of the services provided by the units. Various other measures comparing the 

level of satisfaction of the customers indicate that the franchise business units are 

performing better than the stand-alone business units with respect to customer 



   
 

 

satisfaction. These measures include, the store attributes, promotional strategies adopted 

by the units, staff attributes, customer care and brand image. 

 

The above criteria of evaluating the performance based on consumer satisfaction as 

shown in table 8.9 have shown the level of satisfaction that the selected customers hold 

with regards to franchise and stand-alone business units in Goa. Framing and testing the 

hypothesis Ho5(e)  is a step taken to examine whether there exist a significant difference 

between the satisfaction level of customers in respect of franchise business units and 

stand-alone business units. The hypothesis that is framed in this regards is as under and 

the results of the paired sample t test used to test Ho5(e)  are shown in Table No.8.10 

which follow the hypothesis. 

 

Ho5(e)   There exists no significant difference between satisfaction level of customers 

of franchise units and stand alone units operating in health, wellness, 

beauty and other selected service industry. 

 

Table No. 8.10: Comparative Analysis of Difference in Customer Satisfaction in 

Health, Wellness, Beauty and Other Selected Service Industry  

MEASURES OF 

CUSTOMER 

SATISFACTION 

Paired Differences 

t df 

Sig. 2-

tailed Mean 

Std. 

Deviat

ion 

Std. 

Error 

Mean 

Pair 1 Specialization  1.500 1.806 .057 26.266 999 .000 

Pair 2 Standardization  1.728 1.832 .058 29.822 999 .000 



   
 

 

Pair 3 Expertise 2.046 1.712 .054 37.793 999 .000 

Pair 4 Newness  1.897 1.779 .056 33.727 999 .000 

Pair 5 Service Quality  2.062 1.868 .059 34.906 999 .000 

Pair 6 Price  .156 2.609 .083 1.891 999 .059 

Pair 7 Offers  1.498 1.836 .058 25.807 999 .000 

Pair 8 Trust  1.686 2.065 .065 25.815 999 .000 

Pair 9 Cleanliness  1.821 1.860 .059 30.965 999 .000 

Pair 10 Interiors  1.907 3.162 .100 19.072 999 .000 

Pair 11 Promptness  1.801 2.033 .064 28.019 999 .000 

Pair 12 Approach  1.910 1.821 .058 33.162 999 .000 

Pair 13 Reliability  1.741 1.725 .055 31.920 999 .000 

Pair 14 Availability  1.614 1.955 .062 26.111 999 .000 

Pair 15 Waiting Comfort 1.807 1.897 .060 30.128 999 .000 

Pair 16 Professionalism  2.252 1.831 .058 38.794 994 .000 

Pair 17 Friendliness  1.776 1.877 .059 29.929 999 .000 

Pair 18 Convenience  1.370 2.026 .064 21.382 999 .000 

Pair 19 Attention  1.544 1.955 .062 24.975 999 .000 

Pair 20 Willingness  1.529 1.923 .061 25.140 999 .000 

Contd... 

Pair 21 Perfection Billing 1.787 1.831 .058 30.870 999 .000 

Pair 22 Customer Care  1.547 2.106 .067 23.226 999 .000 

Pair 23 Payment Option 1.631 2.040 .065 25.285 999 .000 

Pair 24 Credit Service  .587 2.768 .088 6.705 999 .000 

Pair 25 Grievance  1.675 1.928 .061 27.466 999 .000 

Pair 26 Brand Image  2.024 2.046 .065 31.277 999 .000 

Pair 27 Overall 

Satisfaction  
1.668 1.752 .055 30.100 999 .000 

Source: Computed from primary data 

 

From the above table it may be observed that the P-Values for all the criteria of 

measuring customer satisfaction in regards to health, wellness, beauty and other services 

are found to be significant except for one criterion that is, ‘price’. This indicates that, 

except in case of price, there exists a significant difference between customer satisfaction 



   
 

 

of franchise business and that of the stand-alone business considering all the above 

criteria of evaluation. Thus, the hypothesis Ho5(e)   is acceptable at 5 percent level of 

significance stating that, there is no significant difference in satisfaction level of 

consumers with respect to franchise and stand-alone business outlets as far as the price 

factor of the services is concerned. It may so because the consumer’s purchasing power is 

increasing in today’s economy and they may not be affected significantly by the price 

factor considering the other aspects of the services offered such as quality, time taken in 

serving, staff approach, standardization, specialties, etc., which outweigh the 

consideration of price. 

 

8.3.3.4 CUSTOMER SATISFACTION TOWARDS FRANCHISE AND STAND-

ALONE BUSINESS IN HOTEL INDUSTRY 

 

Although hotel is a service sector it has not been combined with the other services for 

evaluating its performance through customer satisfaction as this type of service has 

special features. There are 31 criteria identified in order to evaluate the performance of 

franchise business and stand-alone business through customer satisfaction. Goa is a 

tourist destination and its tourism industry is immensely backed by the hotel industry. 

Goa has all types of accommodations at the service of tourists and other clientele. Right 

from Government accommodation to the five star and seven star hotels Goa serves its 

visitors by providing all type of accommodation facility to suit their pockets. There are 

also franchised hotels in Goa in addition to the stand-alone ones. 



   
 

 

 

In order to evaluate the performance of the franchised hotels in comparison with the 

stand-alone hotels in Goa, various services and facilities have been evaluated by the 

customers. In total 31 criteria are identified in order to quantify such a comparison. The 

comparative analysis of the same is presented in Table No. 8.11 as under. This table 

provides the mean and standard deviation for each of the criteria for comparison of 

customer satisfaction in franchise and stand-alone business units.    

Table No. 8.11: Comparative Satisfaction Level of Selected Customers on Franchise 

and Stand Alone Business in Hotel Industry 

 
FACTORS TO MEASURE CUSTOMER 

SATISFACTION 

Mean Standard Deviation 

Franchise 
Unit 

 

Stand- 
Alone  
Unit 

 

Franchise 
Unit 

 

Stand- 
Alone  
Unit 

1) Standardization of the service  8.38 6.83 1.473 1.548 

2) Newness/novelty/ uniqueness 7.85 6.71 1.400 1.576 

3) Service Quality 8.13 6.59 1.456 1.605 

4) Price reasonability  7.37 7.14 1.967 1.863 

5) Special offers/ packages offered 7.91 6.72 1.677 1.903 

6) Seasonal offers 7.82 6.43 1.791 1.974 

7) Trust upon the service providers 7.89 6.10 1.750 1.721 

8) Cleanliness  and hygiene  8.18 6.58 1.658 1.748 

9) Interiors of rooms  8.14 6.54 1.349 1.471 

10) Interiors in the lobby  8.19 6.63 1.389 1.721 

11) Service promptness of the staff  8.04 6.62 1.407 1.612 

12) Staff approach  8.46 6.31 5.198 1.704 

13) Availability of the demanded 
service 

7.91 6.20 1.406 1.822 

14) Over the counter Waiting 
comfort 

8.18 6.23 1.433 1.737 

15) Professionalism of staff 8.22 6.28 1.422 1.615 

16) Friendliness of staff 7.95 6.65 1.556 1.587 

17) Convenience of hotel location 7.80 6.88 1.773 1.787 

18) Personal attention to customers 8.03 6.38 1.655 1.752 

19) Perfection in billing  8.28 6.54 1.468 1.690 

20) Customer care  8.17 6.38 1.388 1.701 



   
 

 

21) Payment options  8.25 6.33 1.381 1.779 

22) Ease of reservations formalities 8.19 6.49 1.508 1.616 

23) Help upon queries asked  7.91 6.57 1.649 1.719 

24) Grievance mechanism 7.66 6.35 1.893 1.666 

25) Brand image  8.26 6.28 1.761 1.748 

26) Physical facilities made available 8.19 6.45 1.435 1.609 

27) Quality of room service 8.50 6.54 1.224 1.695 

28) Daily cleanliness maintained  8.43 6.60 1.391 1.645 

29) Space in the room 8.31 6.64 1.467 1.529 

30) Privacy  8.34 6.78 1.514 1.652 

31) Overall Satisfaction  8.34 6.92 1.326 1.537 

           Source: Computed from primary data 

 

The above table provides clarity on the level of customer satisfaction in regards to the 

franchise hotels and the stand-alone hotel services in Goa. The comparison of mean and 

standard deviation values with respect to each criterion used to evaluate the customer 

satisfaction with the selected units in the hotel industry shows that the customers are 

highly satisfied with the services provided by the franchise hotels than that of the stand-

alone hotels.  

 

The factors such as standardisation of service, its uniqueness, quality of service, 

reasonability of the price, promotional offers, trust associated with the service providers, 

hygiene, interiors, promptness of the service, availability of service that the customer 

demands, customer care, ease of payments, help upon the queries asked, etc. are highly 

rated by the respondents in regards to the franchise hotels in Goa. This reveals their level 

of satisfaction with the franchise hotels as higher than that of the stand-alone hotels.  

 



   
 

 

The services of the franchise hotel, considering the factors such as the approach of the 

hotel staff, their professionalism, friendliness, efforts in giving personal attention to the 

customers, method of handling the customer complaints, grievance mechanism, etc. are 

also rated higher by the customers in comparison to the stand-alone hotels in Goa. 

 

The study also shows that the overall customer satisfaction is comparatively higher in 

regards to the franchise hotels than the stand-alone hotels in Goa therefore, the following 

hypothesis has been framed and tested in order to understand whether there exists a 

significant level of difference in the level of satisfaction of the customers with respect to 

the services provided by the franchise hotels and the stand-alone hotels in Goa. The 

following is the hypothesis which is tested using paired sample T test. 

 

Ho5(f)   There exists no significant difference between satisfaction level of the 

customers of franchise units and stand alone units operating in the hotel 

industry. 

The result of the Paired Sample T Test is shown in Table No. 8.12 as under.  

 

Table No. 8.12: Comparative Analysis of Difference In Customer Satisfaction in 

Hotel Industry 

MEASURE OF CUSTOMER 
SATISFACTION 

Paired Differences 

t df 

Sig. 

 2-

tailed Mean 

Std. 

Deviat

ion 

Std. 

Error 

Mean 

Pair 1 Standardization 1.550 1.892 .060 25.909 999 .000 



   
 

 

Pair 2 Newness  1.147 1.784 .056 20.332 999 .000 

Pair 3 Service Quality  1.532 1.729 .055 28.017 999 .000 

Pair 4 Price  .229 2.480 .078 2.920 999 .004 

Pair 5 Offers  1.196 1.860 .059 20.335 999 .000 

Pair 6 Seasonal Offers  1.392 1.975 .062 22.289 999 .000 

Pair 7 Trust  1.799 1.730 .055 32.891 999 .000 

Contd... 

Pair 8 Cleanliness  1.606 1.944 .061 26.120 999 .000 

Pair 9 Interiors  1.609 1.592 .050 31.959 999 .000 

Pair 10 Lobby Interior  1.565 1.816 .057 27.247 999 .000 

Pair 11 Promptness  1.422 1.840 .058 24.433 999 .000 

Pair 12 Staff Approach 2.154 5.307 .168 12.836 999 .000 

Pair 13 Demanded Service  1.704 1.824 .058 29.548 999 .000 

Pair 14 Waiting Time  1.953 1.740 .055 35.493 999 .000 

Pair 15 Professionalism  1.944 1.620 .051 37.939 999 .000 

Pair 16 Friendliness  1.301 1.536 .049 26.776 999 .000 

Pair 17 Convenience  .924 2.228 .070 13.113 999 .000 

Pair 18 Personal Attention  1.645 1.855 .059 28.045 999 .000 

Pair 19 Billing Perfection  
1.738 1.776 .056 30.945 999 .000 

Pair 20 Customer Care  1.799 1.775 .056 32.055 999 .000 

Pair 21 Payment Options  
1.914 1.793 .057 33.752 999 .000 

Pair 22 Reservation Ease  1.699 1.694 .054 31.707 999 .000 

Pair 23 Query Help  1.339 1.767 .056 23.960 999 .000 

Pair 24 Grievance  1.302 1.808 .057 22.768 999 .000 

Pair 25 Brand Image  1.984 2.024 .064 30.993 999 .000 

Pair 26 Facilities  1.740 1.865 .059 29.505 999 .000 

Pair 27 Quality of Room  1.959 1.785 .056 34.704 999 .000 

Pair 28 Daily Clean of room 1.836 1.774 .056 32.722 999 .000 

Pair 29 Room Space 1.672 1.843 .058 28.692 999 .000 

Pair 30 Privacy  1.559 1.605 .051 30.722 999 .000 

Pair 31 Overall Satisfaction 1.641 1.538 .049 33.733 999 .000 

     Source: Computed from primary data 

From the above result it may be noted that all the criteria against which the customer 

satisfaction has been tested for its difference are found to be significant at 5 percent level 



   
 

 

of significance indicating that there exists a significant difference in the level of 

satisfaction that the customer derives from the services of a franchised hotel and from a 

stand-alone hotel. It may be also noted that the satisfaction level of the customer in regard 

to franchised hotel is higher than that  

of the stand-alone ones as indicated by the positive mean difference shown in the above 

table.  

 

8.3.3.5 CUSTOMER SATISFACTION TOWARDS FRANCHISE AND STAND-

ALONE BUSINESS IN EDUCATION SECTOR 

Education is yet another service sector that has been evaluated for its performance with 

respect to franchise and stand-alone business outlets. In total, 22 criteria have been 

identified and the customer satisfaction has been compared against those criteria to 

analyze the performance of the available education services with respect to franchise and 

stand-alone educational institutions in Goa. Following table shows the result where the 

mean and standard deviations are compared to indicate the difference in performance 

through customer satisfaction towards franchise and stand-alone educational institutions 

in Goa. 

 

Table No. 8.13: Comparative Satisfaction Level of Selected Customers on Franchise 

and Stand Alone Business in Education Sector 

 
FACTORS TO MEASURE CUSTOMER 

SATISFACTION 

Mean Standard Deviation 

Franchise 
Unit 

 

Stand- 
Alone  
Unit   

Franchise
Unit 

 

Stand- 
Alone  
Unit   



   
 

 

 

1) Standardization of service  8.09 6.56 1.612 1.749 

2) Newness/novelty/ uniqueness 8.02 6.20 1.556 1.748 

3) Teaching  Quality 8.20 6.32 1.392 1.698 

4) Fees  reasonability  7.24 7.09 1.760 2.019 

5) Trust upon the service provider 7.78 6.24 1.674 1.721 

Contd.. 

 

. 

6) Cleanliness  and hygiene  8.18 6.28 1.482 1.853 

7) Interiors of place  8.10 6.23 1.440 1.703 

8) Safety of playgrounds  8.05 5.93 1.540 1.754 

9) level of knowledge and skills of 
Staff 

8.10 6.39 1.514 1.689 

10) Professionalism of staff 8.25 6.11 1.590 1.740 

11) Convenience of location 7.71 6.51 1.434 2.072 

12) Personal attention to students 7.91 6.47 1.497 1.793 

13) Staff willingness to guide 
students 

7.83 6.35 1.504 1.737 

14) Ease of admissions and 
formalities 

8.03 6.85 1.477 1.822 

15) Help upon queries asked by 
customers 

8.06 6.37 1.523 1.828 

16) Grievance mechanism 7.74 6.25 1.914 1.892 

17) Brand image  8.26 6.21 1.480 1.670 

18) Physical facilities made 
available 

8.10 6.24 1.579 1.714 

19) Quality of learning material 8.14 6.15 1.697 1.786 

20) Teaching methods 8.03 6.16 1.705 1.787 

21) Student development 7.83 6.19 1.701 1.809 

22) Overall satisfaction with the 
institute 

8.25 6.62 1.831 1.931 

Source: Computed from primary data 

 

The above table shows the calculation of mean and standard deviation of the level of 

customer satisfaction in regards to the services of franchise and stand-alone educational 

institutions to facilitate the comparison by considering various criteria. Comparing the 

above values of mean and standard deviation, it can be observed that the level of 



   
 

 

customer satisfaction in regards to the franchise educational institutions is higher than 

that of the stand-alone educational institutions in the state of Goa.  

The above comparison indicates that, in regards to franchise educational institutions the 

factors such as standardisation of services, uniqueness and quality of teaching, 

reasonability in charging the fees, trust factor, cleanliness and hygiene, interiors of the 

schools, safety of the school playgrounds, physical facilities provided, etc. are rated 

higher in terms of customer satisfaction by the selected respondents in the present study. 

The selected customers are found to have a higher level of satisfaction with various 

factors related to the staff attributes used to compare the services of franchise educational 

institutions with the stand-alone educational institutions in Goa.  

 

As far as the overall satisfaction is concerned, the comparison shows that the franchise 

units score higher than that of the stand-alone units in the education sector in Goa. 

However, whether these differences in the satisfaction level of the customer are 

significant or not may be understood only when the following hypothesis will be tested.  

 

Ho5(g)   There exists no significant difference between satisfaction level of 

customers of franchise units and stand alone units operating in the 

education sector. 

 



   
 

 

Ho5(g)  is tested using the Paired Sample T test and the result of the same is shown in 

Table No. 8.14 as follows. 

 

Table No. 8.14: Comparative Analysis of Difference in Customer Satisfaction in 

Education Sector 

MEASURES OF CUSTOMER 
SATISFACTION 

Paired Differences 

t df 

Sig. 

2-

tailed Mean 

Std. 

Deviat

ion 

Std. 

Error 

Mean 

Pair 1 Standardization  1.538 2.230 .071 21.808 999 .000 

Pair 2 Newness  1.812 2.013 .064 28.463 999 .000 

Pair 3 Quality  1.884 2.105 .067 28.309 999 .000 

Pair 4 Fees  .150 2.757 .087 1.721 999 .086 

Pair 5 Trust 1.539 2.320 .073 20.975 999 .000 

Pair 6 Cleanliness  1.900 2.035 .064 29.522 999 .000 

Pair 7 Interiors  1.872 1.896 .060 31.229 999 .000 

Pair 8 Safety  2.125 1.951 .062 34.440 999 .000 

Pair 9 Staff Knowledge  1.711 2.108 .067 25.672 999 .000 

Pair 10 Professionalism  2.134 2.008 .063 33.615 999 .000 

Pair 11 Convenience 1.201 2.478 .078 15.326 999 .000 

Pair 12 Personal Attention  1.434 2.493 .079 18.191 999 .000 

Pair 13  Staff Willingness 1.480 2.406 .076 19.433 997 .000 

Pair 14 Admissions  1.183 2.355 .074 15.887 999 .000 

Pair 15 Query Help  1.696 2.349 .074 22.833 999 .000 

Pair 16 Grievance  1.499 2.451 .077 19.342 999 .000 

Pair 17 Brand Image  2.047 1.931 .061 33.524 999 .000 

Pair 18 Facilities  1.855 2.136 .068 27.469 999 .000 

Pair 19 Quality Learning  1.989 2.186 .069 28.770 999 .000 

Pair 20 Teaching Methods  1.875 2.353 .074 25.198 999 .000 

Pair 21 Student Development  1.646 2.325 .074 22.387 999 .000 

Pair 22 Overall Satisfaction 1.624 2.179 .069 23.565 999 .000 

Source: Computed from primary data 

 



   
 

 

From the above table it can be understood that except the fees as one of the factors of 

customer satisfaction, all other criteria used for evaluation of performance of franchise 

units as against the stand-alone units in the education sector of Goa, have been found 

significant at 5 percent level. This indicates that, the satisfaction level of the customers 

does not significantly differ as far as fees of franchised and stand-alone educational 

institutes are concerned. Whereas, with respect to the other factors, there exists a 

significant difference between satisfaction level of customers of franchise units and stand 

alone units operating in the education sector in Goa. It has been also observed from the 

results that, the satisfaction level of the customers is higher in case of franchised 

educational institutes rather than that of stand-alone ones indicating that the performance 

level of franchise education sector is higher than that of the stand-alone units in the 

education sector of Goa.  

 

8.4 CHAPTER SUMMARY 

The present chapter studied the fifth objective of the research which intended to make a 

comparative study of customer satisfaction towards franchise business and stand-alone 

business in Goa. In order to compare the performance of the two modes of business, a 

sample of 1000 customers from the state of Goa has been selected. In order to 

comparatively evaluate the performance of various available franchises and stand alone 

business units belonging to five different selected industries from the state of Goa are 

selected and studied.  



   
 

 

The evaluation of their performance has been done considering various criteria that 

measure the customer satisfaction in each of the selected industry separately. Further, 

with the help of tested hypotheses it has been concluded that on an average in all the 

selected industries of Goa, franchise business out-performs the stand-alone business in 

terms of customer satisfaction as a measure of performance. It has been observed from 

the study that ‘price’ of the item sold is one such factor which makes the stand-alone 

units in food and beverage industry of Goa, overpower its performance in comparison to 

franchise units.  

Customers are more satisfied with stand-alone business than the franchised business in 

food and beverage industry of Goa considering the price factor of the food items. 

However, the same factor, in respect of the hospitals, health, beauty, education and other 

service industries of Goa, is not significantly showing a difference in customer 

satisfaction of franchise and stand-alone units operating in respective industries. Except 

for price, customer satisfaction and thereby the performance is higher in case of franchise 

business than that of the stand-alone business in all the selected industrial sectors of Goa 

considering all other criteria of evaluation. Apart from this main objective of study, the 

present chapter also highlighted the customer perceptions regarding the franchise 

business and their preference towards it with respect to different products available in 

Goa through franchise business along with the stand-alone business.  
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9.1 INTRODUCTION 

Every business that operates in the market needs to be evaluated for its performance. 

Performance evaluation of a business unit may have multiple dimensions. Performance can be 



   
 

 

measured based on the profitability, human efficiency, customer satisfaction, market leadership, 

social contributions, etc. Business performance measures are a systematic set of quantified 

predetermined standards and adopted or developed from various sources. These measures allow 

the management to keep a track of business performance and access its current status. They are 

the control indicators that guide and gauge the operations of business by constantly providing up-

to-date information about the compliance with the requirements of efforts to achieve the targets.  

 

Business dictionary defines performance as the accomplishment of a given task that is measured 

against predefined standards. These standards against which the performance is measured may 

be the level of accuracy, completeness, cost, speed, etc. of performing the given activity1. 

 

Business performance measures as a word is also synonymously used as ‘organizational 

performance’ or ‘key success indicators’. Business performance needs to be measured so that the 

owners and other stakeholders can track performance of the business operations from time to 

time2. 

 

Some of the tools of business performance measures are as under: 

1) Budget  

2) Key performance indicators (KPI). 

3) The balanced scorecard. 



   
 

 

4) Benchmark. 

5) Six sigma. 

6) CRM (Customer Relationship Management) 

7) Individual performance appraisal. 

8) Customer satisfaction level. 

 

9.2 SIGNIFICANCE OF MEASURING PERFORMANCE OF THE  

       BUSINESS  

Setting an appropriate target of performance and measuring that against the actual achievements 

is an important activity for the progress of any business unit. It is valuable to know how the 

various areas in a particular business are operating. It enables the management to be aware of all 

the key issues in business and allows to proactively managing the operations. 

 

Performance measurement indicates the key areas that need to be focused on and which 

determine the overall business success. This makes the Performance Index of the business a 

powerful tool of management. 

 

Performance measure of a business varies from sector to sector, industry to industry and business 

to business. Therefore, performance index developed in order to measure the performance of any 



   
 

 

business needs to be tailor made to suit the needs, requirements and nature of that respective 

business. Measurement of performance may be in regards to financial as well as non-financial 

areas of operations3. Measuring the financial performance is easier than measuring the customer 

related issues4. For measuring the financial performance of the business one can rely on 

profitability, revenue, returns on investment, cash flow, etc. whereas, non financial measurement 

of performance which deals with customer perspectives, has to depend on the customer feedback 

only, as a key source. 

 

Once the key areas have been identified which need to be measured in business, one need to 

decide upon the ways to measure them. Various criteria need to be considered in developing a 

business key performance indicator (KPI). KPI are the significant components of a performance 

measurement index. For instance, 

- Sales accounted by retaining customers. 

- Number of customer complaints received. 

- Number of items returned by the customers, etc. 

 

The requirements for the selection of the KPI for developing a Performance Index are as 

follows: 

1) The key criteria should be closely linked with the top level goals of the business and the 

subject of evaluation. 



   
 

 

2) The KPI needs to be quantifiable. If the key indicator cannot be expressed in terms of number, 

it cannot contribute in measuring performance. 

3) The KPI should be a part of an element from the controllable environment of the business. 

 

A number of studies that are done in the past have determined a link between customer 

perception, customer satisfaction and customer retention. This makes it mandatory for the seller 

to consider the customer satisfaction as an important element that reflects their competitive 

performance in the market. Based on the customer satisfaction level, the company’s performance 

can be evaluated. Thus, one of the measures which is reliable source of evaluating the 

performance of any business may be the performance index based on customer feedback which 

is also known as Customer Satisfaction Index (CSI). 

 

9.3 CUSTOMER SATISFACTION INDEX (CSI) 

Evaluation of business through Customer Satisfaction Index (CSI) and thereby Improvement of 

customer satisfaction has been a major area of research since long. The American Customer 

Satisfaction Index (ACSI) which was developed and published in the year 1994 by researchers at 

the University of Michigan was the first of its kind which measured the customer satisfaction on 

use of products/services through customer surveys. This formed the base model for many 

countries to go for development of Industry-wise customer satisfaction index. The European 

customer satisfaction Index (ECSI), the Swiss index of customer satisfaction (SWICS), the 

Canadian customer satisfaction index (CCSI) are some of the customer satisfaction indices 



   
 

 

developed by respective countries and adopted by various business units to evaluate their 

operations from customer point of opinions. 

 

India also has developed a customer satisfaction index namely Indian Customer Satisfaction 

Index (ICSI) which is based on ACSI methodology. These measurements enable all the 

organizations and companies in respective countries to benchmark the various aspects of 

customers’ experiences and provide an opportunity to the business units to evaluate their 

performance as far as meeting their customers’ expectations. 

 

9.4 PERFORMANCE INDEX FOR EVALUATION OF FRANCHISE BUSINESS  

The franchise business community, just like any other business community, needs to measure the 

outcomes in franchising so as to understand the brand’s performance. 

 

Measuring outcome is an essential step in evaluation of franchise business performance. It 

becomes essential to grade a franchise business as good, average or bad in order to judge the 

success, growth and potentials of a given franchise business and the concerned industry. 

 

There are various financial measures used by the franchise evaluators in order to judge the 

performance of franchise units. For instance, the lenders may use financial measures such as 

profitability, sales turnover, return on capital invested, etc. in order to evaluate the performance 



   
 

 

of franchise business. Prospective franchisee may consider evaluating the brand performance 

before making a franchise buy decision and judging the franchisor’s business performance on 

particular grounds. 

Although ICSI enables the businesses of all types to evaluate their customer satisfaction in India, 

there is no specific measure yet developed for evaluation of customer satisfaction specifically in 

franchise business units that would also evaluate the performance of the units. However, a 

separate measure has been made available by The Franchise Association of India for measuring 

the franchisee satisfaction with the franchisor’s brand.  

 

The present empirical study makes an attempt to develop a systematic franchise performance 

index based on customer satisfaction for five selected industrial sectors. This performance index 

would be helpful in grading the performance of individual franchise units operating within the 

specific industrial sectors. 

 

The attempt to develop the Performance Index as the final objective of the study has been made 

at two levels. The Performance Index thus, is developed on the basis of: 

1. Statistical calculations  

2. Programming in Turbo C++ 

 

 



   
 

 

9.5 STATISTICAL CALCULATIONS: PROCEDURE IN THE     DEVELOPMENT OF 

PERFORMANCE INDEX FOR SELECTED     FRANCHISE INDUSTRIES  

The present empirical work completely relies on the customer survey for the study of objective 

six. Objective six is aimed at developing a systematic performance index in order to evaluate the 

performance of selected franchise business units in five selected industrial sectors. The data 

collected from a sample of 1000 customers has been used as a base to develop a systematic index 

of performance evaluation of franchise units.  

Following systematic procedure has been adopted in order to develop the said performance index 

based on customer satisfaction. 

 

1. Determine the Standards of Performance5: For the present study, the researcher has used 

the grading scale in order to collect the response from the customers in regards to their 

satisfaction level with the selected franchise unit. The selected customers were directed to 

provide a score on different parameters from a number of 1 to 10 where 1 is the least score 

reflecting a lowest level of satisfaction and 10 is the highest score reflecting a highest level of 

satisfaction of the customers. This scale has been further considered by the researcher in 

order to set a benchmark for evaluating the performance of the selected franchise units. The 

score range of 01 to 10, is divided into 5 categories and the performance standards have been 

set for evaluation of the concerned franchise unit as under: 

i. Average weighted score of 00 – 02 will be graded as Below satisfactory performance 

ii. Average weighted score of 02 – 04 will be graded as Satisfactory performance 

iii. Average weighted score of 04 – 06 will be graded as Good performance 



   
 

 

iv. Average weighted score of 06 – 08 will be graded as Very good performance  

v. Average weighted score of 08 – 10 will be graded as Outstanding performance 

In all the above cases the lower limit of the range should be treated as 

 exclusive. 

 

2. Identify the Parameters of Customer Satisfaction6: For any performance index to be 

developed, it requires certain parameters to be identified. For the present study parameters 

are the criteria against which customer satisfaction has been measured with the help of 

grading scale of 1 to 10. For each selected franchise industry, the customer satisfaction 

measurement parameters differ as per their relevance and suitability to the concerned 

industry. However, the researcher has considered ten parameters that measure the customer 

satisfaction in each of the selected franchise industries and these are used for developing the 

respective performance index. 

 

3. Allocate Weights to the Parameters7: The selected parameters measuring the customer 

satisfaction are not of an equal importance; therefore, it is mandatory to assign weights to 

these parameters. The weights may be assigned based on the importance to be given or 

priority to be given to the parameters. For instance, the most important criterion may be 

given weight as 10 and then assign weights to the other parameters as per the level of 

importance or their contribution. For the present study, the researcher has allocated weights 

to each of the parameters in a descending order of importance where the importance of the 

parameter has been decided based on the average scores obtained for each of the selected 



   
 

 

parameters through the customer survey. These mean/ average scores are shown in Table No. 

9.1 to 9.5. The parameter is weighed highest as 10 if it’s obtained mean is highest and the 

parameter is weighed lowest if it’s obtained mean is found to be lowest. Thus, all the ten 

parameters are weighed in a descending order from 10 to 01 as per the highest to lowest 

mean scores respectively.  

 

4. Regression Weights (Weighing Based on Average of 1)8: Once the initial weights based on 

importance are allocated to each criterion, the regression weights (weighing based on average 

of 1) have to be calculated against each of the criterion involved in the index as under: 

WA1-10 = 𝑰 ÷  
∑𝑰

𝒏
  where,  

WA1-10  is Weight (average of 1) for the first parameter to the tenth parameter, 

I is the initial weight assigned to the respective parameter, 

      ∑𝑰 is total sum of all the initial weights assigned to respective parameters and 

    ‘n’ is total number of parameters used. 

    The calculation of weighing based on average of 1 for the performance index of   

     selected franchise industries has been shown in the Table No. 9.1 to 9.5. 

 

5. Locate the Feedback / Scores Given by Customers9: The feedback from customers has to 

be collected and located against the respective parameters. This feedback needs to be in the 

form of grade scale provided to the customers and should be on par with their satisfaction 



   
 

 

level with the given franchise unit against the specified parameters. The score given by the 

customers has to be within the range of 1 to 10 where, 1 indicates the least satisfaction level 

and 10 indicate the highest one. 

 

6. Calculate Weighted Scores10: The scores obtained through the customer feedback have to 

be multiplied with the calculated weighing based on average of 1(WA1-10). Following 

formula can be adopted for calculating the average: 

WS1-10= (S1-10) x (WA1-10 )    where, 

WS1-10 is weighted scores of parameter 1 to 10, 

S1-10 is scores given by the customers as feedback against each respective  

parameter and 

WA1-10     is weight based on average of 1 for the respective parameter. 

 

7. Calculate Performance Index11: Weights calculated based on average of 1 against each of 

the parameters after multiplying with the customer feedback scores are summed and an 

average of all the values is calculated. This average is the deciding factor for evaluating the 

performance of a selected franchise unit. Following formula can be adopted for finding the 

average which is the performance index for evaluation of franchise business: 

 

PI= 
∑𝑾𝑺

𝒏
 where, 

PI is the performance index for evaluating franchise business performance, 



   
 

 

      ∑WS is the sum of all the weighted scores and 

n is the number of parameters in the performance index. 

 

8. Evaluate the Performance against the Predetermined Standards of Performance12: The 

PI value calculated as per above step acts as the deciding factor for evaluating the 

performance of a selected franchise unit. This value will be within the limits of the grading 

scale given to the customers for providing the feedback on the ten selected parameters 

included in the calculation of the performance index of respective franchise industries. The 

obtained value has to be compared with the predetermined standards of performance in order 

to evaluate the actual performance of the franchise business. The franchise performance 

evaluation criteria considered for the study are as under: 

- If the average weighted score ranges from 0 to 2 - the performance of the respective 

franchise business unit is marked as ‘Below satisfactory’. 

- If the average weighted score ranges from 2 to 4 - the performance of the respective 

franchise business unit is marked as ‘Satisfactory’. 

- If the average weighted score ranges from 4 to 6 - the performance of the respective 

franchise business unit is marked as ‘Good’. 

- If the average weighted score ranges from 6 to 8 - the performance of the respective 

franchise business unit is marked as ‘Very good’. 

- If the average weighted score ranges from 8 to 10 - the performance of the respective 

franchise business unit is marked as ‘Outstanding’. 

In all the above cases the lower limit of the range should be treated as  



   
 

 

exclusive. 

 

 

9.5.1 PROFORMA OF STATISTICAL CALCULATION OF PERFORMANCE INDEX 

FOR EVALUATION OF FRANCHISE BUSINESS – INDUSTRY WISE 

Following Table Nos. 9.1 to 9.5 provide the proforma of performance index developed for the 

selected industries of franchise business. Each table shows ten parameters that are used in 

calculating the performance index in a selected industry of franchise business. These parameters 

are selected based on their suitability and genuineness to the nature of respective franchise 

industry.  

The parameters have been given initial weights/priorities based on the mean calculated from 

respondents’ feedback in the survey conducted to study objective five of this empirical research. 

From the initial weights, the weights based on average of 1 are calculated with the help of 

formula discussed in point number 4 of section 9.5 of this chapter and is denoted as ‘WA1-10’ in 

the specimen. In the Table No. 9.1 to 9.5, the column titled ‘score’ denoted as ‘S1-10’  is unfilled 

since the individual customer feedback on the given parameters needs to be considered in the 

calculation. These scores given by the customers based on their experience and satisfaction are to 

be multiplied to the respective weights (based on average of 1) and weighted scores are to be 

calculated further denoted as ‘WS1-10’. 

Finally, the values in the last column of the tables need to be totalled and an average of these 

values is to be calculated which is the performance index denoted as ‘PI’. This PI value is the 



   
 

 

deciding factor in the evaluation of franchise business which is compared against the 

predetermined standards of performance.  

Table No. 9.1 

Proforma of Statistical Calculation of Performance Index for Evaluation of Food and 

Beverage Franchise Units 

SR. 

NO. 

PARAMETERS MEAN INITIAL 

WEIGHTS 

WA1-10 S1-10 WS1-10 

1 Ambiance of store 8.51 10 1.82   

2 Hygiene  8.43 9 1.64   

3 Brand image  8.34 8 1.46   

4 Quality of food 8.07 7 1.27   

5 Payment option 8.04 6 1.09   

6 Service quality 8.03 5 0.90   

7 Presentation of food 7.97 4 0.73   

8 Quantity provided 7.57 3 0.55   

9 Returns policy 7.29 2 0.36   

10 Price affordability 6.73 1 0.18   

Total Weights Allocated 55   

 

PI 

 

 

Regression Weights Calculated (Average Of 01) = Weights * (Sum Of Weights ÷ Number 

Of Parameters) 

 

Source: Computed from primary data 

 



   
 

 

 

 

Table No. 9.2 

Proforma of Statistical Calculation of Performance Index for Evaluation of Consumer 

Goods Franchise Units 

SR. 

NO. 

PARAMETERS MEAN INITIAL 

WEIGHTS 

WA1-10 S1-10 WS1-10 

1 Cleanliness of the store 8.38 10 1.82   

2 Quality of the goods 8.34 9 1.64   

3 Interiors of the store 8.33 8 1.46   

4 Employee knowledge 8.28 7 1.27   

5 Brand image 8.26 6 1.09   

6 Uniqueness of design 8.25 5 0.90   

7 Display factor 8.21 4 0.73   

8 Variety of goods 8.05 3 0.55   

9 Customer care 8.00 2 0.36   

10 Price affordability 7.23 1 0.18   

Total Weights Allocated 55   

 

PI 

 

 

Regression Weights Calculated (Average Of 01) = Weights * (Sum Of Weights ÷ Number 

Of Parameters) 

Source: Computed from primary data 

 



   
 

 

 

 

Table No. 9.3 

Proforma of Statistical Calculation of Performance Index for Evaluation of Franchise 

Health, Wellness, Beauty and other selected service Units 

SR. 

NO. 

PARAMETERS MEAN INITIAL 

WEIGHTS 

WA1-10 S1-10 WS1-10 

1 Service quality 8.35 10 1.82   

2 Brand image 8.29 9 1.64   

3 Standardization 8.27 8 1.46   

4 Interiors 8.25 7 1.27   

5 Specialization 8.24 6 1.09   

6 Expertise of staff 8.18 5 0.90   

7 Availability of service 8.11 4 0.73   

8 Customer care 7.94 3 0.55   

9 Payment option 7.93 2 0.36   

10 Price affordability  7.36 1 0.18   

 

Total Weights Allocated 

 

55 

   

PI 

 

 

Weights Calculated (Average Of 01) = Weights * (Sum Of Weights ÷ Number Of Parameters) 

 

Source: Computed from primary data 

 

 



   
 

 

 

 

Table No. 9.4 

Proforma of Statistical Calculation of Performance Index for Evaluation of Franchise 

Hotel  

SR. 

NO. 

PARAMETERS MEAN INITIAL 

WEIGHTS 

WA1-10 S1-10 WS1-10 

1 Quality of room service 8.50 10 1.82   

2 Staff approach 8.46 9 1.64   

3 Daily cleanliness 8.43 8 1.46   

4 Standardization 8.38 7 1.27   

5 Perfection in billing 8.28 6 1.09   

6 Brand image 8.26 5 0.90   

7 Payment options 8.25 4 0.73   

8 Approach of staff 8.21 3 0.55   

9 Ease of reservation 8.19 2 0.36   

10 Price affordability 7.37 1 0.18   

 

Total Weights Allocated 

 

55 

   

PI 

 

 

Weights Calculated (Average Of 01) = Weights * (Sum Of Weights ÷ Number Of 

Parameters) 

 

Source: Computed from primary data 

 



   
 

 

 

 

 

Table No. 9.5 

Proforma of Statistical Calculation of Performance Index for Evaluation of Franchise 

Units In Education 

SR. 

NO. 

PARAMETERS MEAN INITIAL 

WEIGHTS 

WA1-10 S1-10 WS1-10 

1 Brand image 8.26 10 1.82   

2 Professionalism of staff 8.25 9 1.64   

3 Teaching quality 8.20 8 1.46   

4 Interiors 8.11 7 1.27   

5 Physical facilities 8.10 6 1.09   

6 Standardization 8.09 5 0.90   

7 Teaching methods used 8.03 4 0.73   

8 Uniqueness 8.02 3 0.55   

9 Grievance mechanism 7.74 2 0.36   

10 Price affordability  7.24 1 0.18   

 

Total Weights Allocated 

 

55 

   

PI 

 

 

Weights Calculated (Average Of 01) = Weights * (Sum Of Weights ÷ Number Of 

Parameters) 

 

Source: computed from primary data 

 



   
 

 

 

9.6 PROGRAMMING IN TURBO C++ FOR DEVELOPING A PERFORMANCE INDEX 

FOR EVALUATION OF FRANCHISE BUSINESS UNITS 

 

Turbo C was a software development tool which was developed in the year 1987 and was used 

for writing programs in C language13. Eventually Turbo C was updated to the version called 

Turbo C ++. It is one of the ‘most in demand’ programming languages in the current century14. 

Programming language is a formal language using certain instructions in order to derive specific 

output. It usually provides a set of instructions for a computer to implement some specific 

algorithms. Algorithm refers to a set of formulas or mathematical instructions used to solve 

certain mathematical/ logical/ reasoning problems15.  

 

In the present chapter of this study, an attempt has been made by the researcher to develop a 

programme using Turbo C++ which would make it practically possible to evaluate the 

performance of the given franchise business unit operating under the selected industries. The 

programme that has been developed, practically implements the performance index discussed in 

section 9.5 and 9.6. The individual customer feedback on all the parameters measuring the 

satisfaction is taken as an input of the programme and calculated index provides the performance 

grades of the respective franchise unit under evaluation. This programme provides an instant 

report as to how the selected franchise unit performs based on the customer satisfaction 

feedback. The franchise unit to be evaluated will be graded as ‘below satisfactory’, ‘satisfactory’, 

‘good’, ‘excellent’ or ‘outstanding’ as per their performance. Every step discussed in the 



   
 

 

development of performance index for evaluating franchise business has been systematically 

included while processing the programme in the code. The programme has been developed using 

a code which is also provided in the chapter. 

 

Below given are the programmes designed by the researcher using Turbo C++ in order to 

evaluate the performance of selected franchisee units based on the customer satisfaction. The 

programme will evaluate the performance of the selected franchisee unit each time the particular 

customer provides the feedback with regards to the level of their satisfaction based on certain 

parameters. Following are the programmes designed for the same. 

 

 

 

 

 

 

9.6.1 PROGRAMMING IN TURBO C++ FOR DEVELOPING A PERFORMANCE 

INDEX FOR EVALUATION OF FRANCHISE BUSINESS UNITS IN FOOD AND 

BEVERAGE INDUSTRY  

Below given is the programme designed using Turbo C++ for developing a performance index 

for evaluation of franchise business units in food and beverage industry. 



   
 

 

 

#include<stdio.h> 

#include<conio.h> 

int main() 

{ 

float avg,wt1,wt2,wt3,wt4,wt5,wt6,wt7,wt8,wt9,wt10,a,q,p,po,pr,sq,b,r,h,qty; 

clrscr(); 

printf(" Performance Evaluation of the Franchise Food and Beverage unit\n"); 

printf("                                                      \n"); 

printf("Kindly grade the following parameters based on your experience\n"); 

printf ("1 being the least grade & 10 being the highest\n"); 

printf("\n"); 

printf(" 1  Ambiance --------  "); 

scanf("%f",&a); 

wt1=a*1.82; 

printf(" 2 Hygiene --------  "); 

scanf("%f",&h); 

wt2=h*1.64; 

printf(" 3 Brand Image --------  "); 

scanf("%f",&b); 

wt3=b*1.46; 

printf(" 4 Quality of Food --------  "); 

scanf("%f",&q); 

wt4=q*1.27; 

printf(" 5 Payment Option --------  "); 



   
 

 

scanf("%f",&po); 

wt5=po*1.09; 

printf(" 6 Service Quality --------  "); 

scanf("%f",&sq); 

wt6=sq*0.9; 

printf(" 7 Presentation --------  "); 

scanf("%f",&p); 

wt7=p*0.73; 

printf(" 8 Price --------  "); 

scanf("%f",&pr); 

wt8=pr*0.55; 

printf(" 9 Quantity --------  "); 

scanf("%f",&qty); 

wt9=qty*0.36; 

printf("10 Returns Policy --------  "); 

scanf("%f",&r); 

wt10=r*0.18; 

avg=(wt1+wt2+wt3+wt4+wt5+wt6+wt7+wt8+wt9+wt10)/10; 

printf("\n"); 

printf("weighted average performance Grade of the franchise unit %.2f ---- \n",avg); 

printf("\n"); 

printf("Performance Grade of the franchise unit ----  "); 

if(avg>=0.0 && avg<=2.0) 

printf("Below Satisfactory\n"); 

else if(avg>2.0 && avg<=4.0) 



   
 

 

printf("Satisfactory\n"); 

else if(avg>4.0 && avg<=6.0) 

printf("Good\n"); 

else if(avg>6.0 && avg<=8.0) 

printf("Very Good\n"); 

else 

printf("Outstanding Performance\n"); 

getch(); 

return 0; 

} 

 

 

 

 

 

9.6.2 PROGRAMMING IN TURBO C++ FOR DEVELOPING A PERFORMANCE 

INDEX FOR EVALUATION OF FRANCHISE BUSINESS UNITS IN CONSUMER 

GOODS INDUSTRY  

Below given is the programme designed using Turbo C++ for developing a performance index 

for evaluation of franchise business units in consumer goods industry. 

#include<stdio.h> 

#include<conio.h> 



   
 

 

int main() 

{ 

float avg,wt1,wt2,wt3,wt4,wt5,wt6,wt7,wt8,wt9,wt10,a,q,p,po,pr,sq,b,r,h,qty; 

clrscr(); 

printf(" Performance Evaluation of the Franchise Consumer Goods unit\n"); 

printf("                                                      \n"); 

printf("Kindly grade the following parameters based on your experience\n"); 

printf ("1 being the least grade & 10 being the highest\n"); 

printf("\n"); 

printf(" 1  Cleanliness of store  --------  "); 

scanf("%f",&a); 

wt1=a*1.82; 

printf(" 2 Quality of Goods --------  "); 

scanf("%f",&h); 

wt2=h*1.64; 

printf(" 3 Interiors --------  "); 

scanf("%f",&b); 

wt3=b*1.46; 

printf(" 4 Employee Knowledge --------  "); 

scanf("%f",&q); 

wt4=q*1.27; 

printf(" 5 Brand Image --------  "); 

scanf("%f",&po); 

wt5=po*1.09; 

printf(" 6 Uniqueness of design --------  "); 



   
 

 

scanf("%f",&sq); 

wt6=sq*0.9; 

printf(" 7 Display Factor --------  "); 

scanf("%f",&p); 

wt7=p*0.73; 

printf(" 8 Variety of Goods --------  "); 

scanf("%f",&pr); 

wt8=pr*0.55; 

printf(" 9 Customer Care --------  "); 

scanf("%f",&qty); 

wt9=qty*0.36; 

printf("10 Payment Option --------  "); 

scanf("%f",&r); 

wt10=r*0.18; 

avg=(wt1+wt2+wt3+wt4+wt5+wt6+wt7+wt8+wt9+wt10)/10; 

printf("\n"); 

printf("weighted average performance Grade of the franchise unit %.2f ---- \n",avg); 

printf("\n"); 

printf("Performance Grade of the franchise unit ----  "); 

if(avg>=0.0 && avg<=2.0) 

printf("Below Satisfactory\n"); 

else if(avg>2.0 && avg<=4.0) 

printf("Satisfactory\n"); 

else if(avg>4.0 && avg<=6.0) 

printf("Good\n"); 



   
 

 

else if(avg>6.0 && avg<=8.0) 

printf("Very Good\n"); 

else 

printf("Outstanding Performance\n"); 

getch(); 

return 0; 

} 

 

 

 

 

 

9.6.3 PROGRAMMING IN TURBO C++ FOR DEVELOPING A PERFORMANCE 

INDEX FOR EVALUATION OF FRANCHISE BUSINESS UNITS IN HEALTH, 

WELLNESS, BEAUTY AND OTHER SERVICE INDUSTRY  

Below given is the programme designed using Turbo C++ for developing a performance index 

for evaluation of franchise business units in health, wellness, beauty and other service industry. 

#include<stdio.h> 

#include<conio.h> 

int main() 

{ 

float avg,wt1,wt2,wt3,wt4,wt5,wt6,wt7,wt8,wt9,wt10,a,q,p,po,pr,sq,b,r,h,qty; 



   
 

 

clrscr(); 

printf(" Performance Evaluation of the Franchise Consumer Services unit\n"); 

printf("                                                      \n"); 

printf("Kindly grade the following parameters based on your experience\n"); 

printf ("1 being the least grade & 10 being the highest\n"); 

printf("\n"); 

printf(" 1  Service Quality  --------  "); 

scanf("%f",&a); 

wt1=a*1.82; 

printf(" 2 Brand Image --------  "); 

scanf("%f",&h); 

wt2=h*1.64; 

printf(" 3 Standardisation --------  "); 

scanf("%f",&b); 

wt3=b*1.46; 

printf(" 4 Interiors --------  "); 

scanf("%f",&q); 

wt4=q*1.27; 

printf(" 5 Specialisation --------  "); 

scanf("%f",&po); 

wt5=po*1.09; 

printf(" 6 Expertise of Staff --------  "); 

scanf("%f",&sq); 

wt6=sq*0.9; 

printf(" 7 Availability of Demanded Service --------  "); 



   
 

 

scanf("%f",&p); 

wt7=p*0.73; 

printf(" 8 Customer Care --------  "); 

scanf("%f",&pr); 

wt8=pr*0.55; 

printf(" 9 Payment Option --------  "); 

scanf("%f",&qty); 

wt9=qty*0.36; 

printf("10 Convenience of Store --------  "); 

scanf("%f",&r); 

wt10=r*0.18; 

avg=(wt1+wt2+wt3+wt4+wt5+wt6+wt7+wt8+wt9+wt10)/10; 

printf("\n"); 

printf("weighted average performance Grade of the franchise unit %.2f ---- \n",avg); 

printf("\n"); 

printf("Performance Grade of the franchise unit ----  "); 

if(avg>=0.0 && avg<=2.0) 

printf("Below Satisfactory\n"); 

else if(avg>2.0 && avg<=4.0) 

printf("Satisfactory\n"); 

else if(avg>4.0 && avg<=6.0) 

printf("Good\n"); 

else if(avg>6.0 && avg<=8.0) 

printf("Very Good\n"); 

else 



   
 

 

printf("Outstanding Performance\n"); 

getch(); 

return 0; 

} 

 

 

 

 

9.6.4 PROGRAMMING IN TURBO C++ FOR DEVELOPING A PERFORMANCE 

INDEX FOR EVALUATION OF FRANCHISE BUSINESS UNITS IN HOTEL 

INDUSTRY  

Below given is the programme designed using Turbo C++ for developing a performance index 

for evaluation of franchise business units in hotel industry. 

#include<stdio.h> 

#include<conio.h> 

int main() 

{ 

float avg,wt1,wt2,wt3,wt4,wt5,wt6,wt7,wt8,wt9,wt10,a,q,p,po,pr,sq,b,r,h,qty; 

clrscr(); 

printf(" Performance Evaluation of the Franchise hotels\n"); 

printf("                                                      \n"); 

printf("Kindly grade the following parameters based on your experience\n"); 



   
 

 

printf ("1 being the least grade & 10 being the highest\n"); 

printf("\n"); 

printf(" 1  Quality of Room Service  --------  "); 

scanf("%f",&a); 

wt1=a*1.82; 

printf(" 2 Staff Approach --------  "); 

scanf("%f",&h); 

wt2=h*1.64; 

printf(" 3 Daily Cleanliness --------  "); 

scanf("%f",&b); 

wt3=b*1.46; 

printf(" 4 Standardisation --------  "); 

scanf("%f",&q); 

wt4=q*1.27; 

printf(" 5 Perfection in Billing --------  "); 

scanf("%f",&po); 

wt5=po*1.09; 

printf(" 6 Brand Image --------  "); 

scanf("%f",&sq); 

wt6=sq*0.9; 

printf(" 7 Payment Option --------  "); 

scanf("%f",&p); 

wt7=p*0.73; 

printf(" 8 Approach of Staff --------  "); 

scanf("%f",&pr); 



   
 

 

wt8=pr*0.55; 

printf(" 9 Ease of Reservation --------  "); 

scanf("%f",&qty); 

wt9=qty*0.36; 

printf("10 Customer Care --------  "); 

scanf("%f",&r); 

wt10=r*0.18; 

avg=(wt1+wt2+wt3+wt4+wt5+wt6+wt7+wt8+wt9+wt10)/10; 

printf("\n"); 

printf("weighted average performance Grade of the franchise unit %.2f ---- \n",avg); 

printf("\n"); 

printf("Performance Grade of the franchise unit ----  "); 

if(avg>=0.0 && avg<=2.0) 

printf("Below Satisfactory\n"); 

else if(avg>2.0 && avg<=4.0) 

printf("Satisfactory\n"); 

else if(avg>4.0 && avg<=6.0) 

printf("Good\n"); 

else if(avg>6.0 && avg<=8.0) 

printf("Very Good\n"); 

else 

printf("Outstanding Performance\n"); 

getch(); 

return 0; 

} 



   
 

 

 

 

 

 

9.6.5 PROGRAMMING IN TURBO C++ FOR DEVELOPING A PERFORMANCE 

INDEX FOR EVALUATION OF FRANCHISE BUSINESS UNITS IN EDUCATION 

SECTOR  

Below given is the programme designed using Turbo C++ for developing a performance index 

for evaluation of franchise business units in education sector. 

#include<stdio.h> 

#include<conio.h> 

int main() 

{ 

float avg,wt1,wt2,wt3,wt4,wt5,wt6,wt7,wt8,wt9,wt10,a,q,p,po,pr,sq,b,r,h,qty; 

clrscr(); 

printf(" Performance Evaluation of the Franchise Education Sector unit\n"); 

printf("                                                      \n"); 

printf("Kindly grade the following parameters based on your experience\n"); 

printf ("1 being the least grade & 10 being the highest\n"); 

printf("\n"); 

printf(" 1  Brand Image --------  "); 

 



   
 

 

scanf("%f",&a); 

wt1=a*1.82; 

printf(" 2 Professionalism of Staff --------  "); 

scanf("%f",&h); 

wt2=h*1.64; 

printf(" 3 Teaching Quality --------  "); 

scanf("%f",&b); 

wt3=b*1.46; 

printf(" 4 Interiors --------  "); 

scanf("%f",&q); 

wt4=q*1.27; 

printf(" 5 Physical facilities --------  "); 

scanf("%f",&po); 

wt5=po*1.09; 

printf(" 6 Standardisation --------  "); 

scanf("%f",&sq); 

wt6=sq*0.9; 

printf(" 7 Teaching Methods Used --------  "); 

scanf("%f",&p); 

wt7=p*0.73; 

printf(" 8 Uniqueness --------  "); 

scanf("%f",&pr); 

wt8=pr*0.55; 

printf(" 9 Grievance Mechanism --------  "); 

scanf("%f",&qty); 



   
 

 

wt9=qty*0.36; 

printf("10 Price Affordability --------  "); 

scanf("%f",&r); 

wt10=r*0.18; 

avg=(wt1+wt2+wt3+wt4+wt5+wt6+wt7+wt8+wt9+wt10)/10; 

printf("\n"); 

printf("weighted average performance Grade of the franchise unit %.2f ---- \n",avg); 

printf("\n"); 

printf("Performance Grade of the franchise unit ----  "); 

if(avg>=0.0 && avg<=2.0) 

printf("Below Satisfactory\n"); 

else if(avg>2.0 && avg<=4.0) 

printf("Satisfactory\n"); 

else if(avg>4.0 && avg<=6.0) 

printf("Good\n"); 

else if(avg>6.0 && avg<=8.0) 

printf("Very Good\n"); 

else 

printf("Outstanding Performance\n"); 

getch(); 

return 0; 

} 

 

 



   
 

 

 

 

 

9.7   PERFORMANCE EVALUATION OF SELECTED FRANCHISEE UNITS – 

OUTPUT OF PROGRAMMING IN TURBO C++ 

 

Programmes as shown in section 9.7 above are practically used to evaluate the performance of 

the selected franchisee units. The data required to be used as an input should be the customer 

wise data on various parameters that reflect the customer satisfaction in respective selected 

industries. The output generated helps in evaluating the performance of the selected franchisee 

unit in the respective industry based on the data entered with regards to individual customer 

feedback.  

A systematic procedure is adopted to use programming in Turbo C++.  

 

Below given is the opening screen of Turbo C++, when the program is to be used for generating 

the result. 

 

User/ programmer has to click on ‘Start Turbo C++’ option/button in the below given screen in 

order to design the suitable programmes. Figure 9.1 shows the opening screen of Turbo C++. 



   
 

 

 

 

 

 

Figure 9.1: Opening Screen of Turbo C++ 

 

Source: Screen Shot in the Software Turbo C++ 

 

Following procedure may be adopted to generate output of the programmes in Turbo C++. 

 

1. Click on File and Open the Folder Containing All Programmes 



   
 

 

The user needs to select ‘File’ option and click on ‘Open’. It allows the access to all the 

programmes that are designed and saved for compilation and for providing the result after they 

are ‘Run’. Below given figure exhibits the same. 

 

 

Figure 9.2: Opening Written Programmes in Turbo C++ 

Source: 

Screen Shot in the Software Turbo C++ 

 

 

2. Choose the Respective Programme to be Compiled  

From the given list of all programmes, the program which needs to evaluate the performance of 

the selected franchisee unit needs to be clicked in order to allow it to generate the result of 

evaluation.  



   
 

 

Figure 9.3 shows the list of programmes from which a programme that evaluate the performance 

of selected Food and Beverage franchisee unit has been selected for generating of results. The 

selected programme needs to be compiled before it is run for the result generation. 

 

 

 

Figure 9.3: Selecting the Respective Programme in Turbo C++ 

Source: 

Screen Shot in the Software Turbo C++ 

  

3. Compile the Selected Programme    

To generate result of a selected programme in Turbo C++, it needs to be executed. For this 

purpose of execution, the selected programme is compiled.  



   
 

 

Compilation confirms that the programme is error free. If there are any errors, they need to be 

corrected till the programme becomes error free.  

Following figure exhibits the compilation screen of the selected programme in Turbo C++. 

 

 

 

Figure 9.4: Compiling the Selected Programme in Turbo C++ 

Source: 

Screen Shot in the Software Turbo C++ 

 

Figure 9.5: Result of Compilation of Selected Programme in Turbo C++ 



   
 

 

Source: 

Screen Shot in the Software Turbo C++ 

 

4. Run the Selected Programme For Results 

The selected programme has to be practically used to generate the result/ output. This requires 

the ‘Run’ command to be executed as shown in below given figure. 

Figure 9.6: Running the Selected Programme in Turbo C++ 



   
 

 

Source: 

Screen Shot in the Software Turbo C++ 

The above figure shows the programme ready to be executed. Once the user clicks on the Run 

command the following screen appears as shown in figure 9.7 where clear instruction is given to 

the user to evaluate the selected franchisee unit using the customer feedback on selected 

parameters. The user needs to give the values as per the customer feedback on each of the 

parameter that will appear on the screen one by one. Towards the end, the screen will show the 

result as generated by the programme as shown in the figure 9.8 which follows the below given 

figure. 

Figure 9.7: Output screen of Turbo C++ Instructing the User to Provide Individual 

Customer Feedback Data. 



   
 

 

Source: Screen 

Shot in the Software Turbo C++ 

 

Figure 9.8: Final Output Screen of Turbo C++ Evaluating the Selected Franchise Unit in 

Food and Beverage Industry 

 Source: 

Screen Shot in the Software Turbo C++ 

Figure 9.9: Opening the Programme in Turbo C++ to Evaluate the Selected Franchise Unit 

in Consumer Goods Industry 



   
 

 

Source: 

Screen Shot in the Software Turbo C++ 

 

Figure 9.10: Final Output Screen of Turbo C++ Evaluating the Selected Franchise Unit in 

Consumer Goods Industry 

Source: 

Screen Shot in the Software Turbo C++ 

 



   
 

 

Figure 9.11: Opening the Programme in Turbo C++ to Evaluate the Selected Franchise 

Unit in Consumer Service Industry 

Source: 

Screen Shot in the Software Turbo C++ 

 

Figure 9.12: Final Output Screen of Turbo C++ Evaluating the Selected Franchise Unit in 

Consumer Services Industry 

Source: 

Screen Shot in the Software Turbo C++ 



   
 

 

 

Figure 9.13: Opening the Programme in Turbo C++ to Evaluate the Selected Franchise 

Unit in Education Sector 

Source: 

Screen Shot in the Software Turbo C++ 

 

Figure 9.14: Final Output Screen of Turbo C++ Evaluating the Selected Franchise Unit in 

Education Sector 



   
 

 

Source: 

Screen Shot in the Software Turbo C++ 

 

Figure 9.15: Opening the Programme in Turbo C++ to Evaluate the Selected Franchise 

Unit in Hotel Industry 

Source: 

Screen Shot in the Software Turbo C++ 

 



   
 

 

Figure 9.16: Final Output Screen of Turbo C++ Evaluating the Selected Franchise Unit in 

Hotel Industry 

Source: 

Screen Shot in the Software Turbo C++ 

 

In the above exhibits, figure 9.10, 9.12, 9.14 and 9.16 show the picture of the output screens as 

how it would generate the result when the user provides the individual customer feedback data. 

This customer satisfaction feedback is with regards to selected franchisee units in the industries 

such as consumer goods, consumer services, education and hotel industry respectively. 

 

9.8 CHAPTER SUMMARY 

The present chapter intended to develop a systematic performance index in order to evaluate the 

performance of the franchise units operating under selected industries. The researcher has 



   
 

 

selected ten parameters that explain the customer satisfaction with the franchise unit under 

evaluation based on the nature and type of industry for developing the performance index.  

 

Each industrial sector selected for the purpose of study is unique in its own way therefore; 

parameters for measuring customer satisfaction differ across the industries selected. By 

following a scientific approach and a systematic procedure, the researcher has come up with a 

performance index based on a customer satisfaction survey data and this index will be of 

significance in measuring the performance of every franchise unit forming a part of the selected 

industries.  

The researcher also has developed a software programme using Turbo C++ which instantly 

provides the result of customer satisfaction feedback on the franchise business under evaluation 

and grades it at different levels of performances. For the purpose of grading the performance of 

franchise business under evaluation, the standards have been predetermined by the researcher 

considering a systematic methodology. 
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10.1  INTRODUCTION 

Franchising has been identified as one of the business methods of expansion, that a company 

may adopt in order to elevate its market share with a high degree of control that other traditional 

forms of business cannot match. Franchising as a business model is elegant, systematic, efficient 

and effective in cloning and replicating the operational mechanism of a given business. It is 

observed as an arrangement with a written agreement between the franchisor and the franchisee 

where the franchisee is entitled to utilize the business system that the franchisor has developed 

against a payment of agreed fees.  

 



   
 

 

The present empirical study brought to light certain specific findings, based on which the 

researcher has derived a set of conclusions and has recommended certain suggestions. The 

conduct of this study also led to the understanding with regards to the further scope of research 

in the topic of franchise business. The major findings of the study, conclusions and suggestions 

are systematically being presented in this chapter and are purely based on the facts and figures 

resulting from the present research work. 

 

10.2 MAJOR FINDINGS OF THE STUDY 

The major findings of the study are being presented objective wise and are purely based on the 

facts and figures resulting from the present research work. 

These findings are presented as General findings and Core research findings. Further, as 

mentioned in Research Methodology of the present empirical work, the entire study has been 

divided into two core research areas; hence the core research findings are also divided into two 

groups as under: 

1) Findings based on evaluation of franchise business through franchisee satisfaction and 

2) Findings based on evaluation of franchise business through customer satisfaction. 

Following are the major findings of the present study. 

 

10.2.1 GENERAL FINDINGS OF THE STUDY 

1)  Franchising has been widely accepted and adopted by a variety of industries across the 

nation as well as at the global level. 



   
 

 

2) The relationship between the franchisor and franchisee is governed and regulated by an 

agreement which is signed by both the parties.  

3) Franchisor is supposed to provide necessary training, technical support and marketing 

support to the franchisee during the course of business. 

4) Franchisee is supposed to pay the initial franchise fee and royalty to the franchisor in 

exchange of the right granted to him by the franchisor to use the brand name. 

5) The agreement between the franchisor and the franchisee is for a limited period. It needs to 

be renewed by signing a new agreement and by paying the franchise fee by the franchisee. 

6) Termination of the franchise agreement is possible prior to its expiry term either on the 

willingness of the franchisee due to any unusual circumstances. 

7) The franchisee operates the business, although it does not have any control over the strategic 

decisions of the business. 

8) Effective monitoring is done by the franchisor over the franchisee’s operations to ensure the 

brand control. 

9) Franchisee has to bear all the cost of start - up. 

10) Franchisee can’t sell the franchised units to any third party without prior permission of the 

franchisor and also, franchisee is not allowed to deal with any other brand other than the one 

under a particular franchise unit. 

11) The functioning of franchise units are based on three major elements. They are, the product 

or the service, brand name and the operating system that is the methods applied in 

functioning of the business. 



   
 

 

12) The top ten global franchise brands according to global rankings in 2017 include brands such 

as 7-Eleven,, McDonalds, Dairy Queen, Subway. Dunkin Donuts, Kumon Math & Reading 

Centers, Krispy Kreme Doughnut Corp, KFC, Pizza Hut, H & R block. 

13) From the top ten ranked franchises on the global frontier brands like McDonalds, Subway, 

Dunkin Donuts, KFC and Pizza Hut operate in the state of Goa. 

14) IFA (International Franchise Association) is the highest, largest and oldest organization that 

represents the franchise system of business across the world. It functions for enhancing and 

developing the working environment for franchise business through constant efforts and 

research activities. 

15) Franchise Association of India (FAI) is an association that represents the franchise business 

and its elements in India. 

16) Franchising first time entered in India through Education Industry followed by the fast food 

sector. However, in the present century, franchise mode of business is adopted and accepted 

by a number of industries and business sectors. 

17) Franchise Asia Report in 2017 highlights some of the top franchised brands in India. The list 

includes brands such as Subway, Aloha India, Baskin Robbins, Kidzee, Mc Donalds, 

Domino’s Pizza etc. 

18) Franchising made its remarkable entry in Goa in the year 1982. NIIT Computer Education 

was the first brand to make its way in Goa through franchise mode of business followed by 

Titan Watches. 

19) Some of the franchise brands operating successfully in Goa are Baskin Robbins, Monginis, 

Kidzee, Apollo, Taj, Holiday Inn, Amul, Adidas, Jawed Habib, Sharekhan, Gitanjali, NIIT, 

etc. 



   
 

 

20) There are 109 franchise units dealing with international brands, 69 franchise units dealing 

with national brands and 17 franchise units dealing with state level brands in the Selected 

Industries in Goa. 

21) Maximum numbers of franchise units operating in Goa are belonging to food and beverage 

industry followed by consumer goods and services.  

22) Most of the selected franchise units in Goa are owned by male entrepreneurs than the female 

entrepreneurs. Male entrepreneurs dominate the food and beverage sector, consumer goods 

and service sector and the hospitals, health and beauty sector of franchising in Goa. 

Education sector is equally dominated by male and female entrepreneurs in Goa. 

23) Franchise hotels in Goa are owned by group rather than individuals. 

24) A large number of owners of franchisee units operating in Goa are in the age group ranging 

from 25 to 55 years. 

25) Selected franchise units from Goa include newly established ones as well as the old ones. A 

large number of franchise units in Goa have not completed 10 years of their existence. 

26) Maximum numbers of franchise units are located in the South district of Goa. The number is 

dominated by food and beverage and consumer goods and services sectors. 

27) In South Goa district, Salcete taluka has the highest number of franchise units and a 

maximum of these units belong to food and beverage sector followed by consumer goods and 

services.  

28) There are only two master franchise units in the selected industries in Goa. One is the 

Millennium Bakers in Verna industrial estate in Salcete taluka of South Goa district and the 

second one is Mc Donalds located in Mall de Goa, Porvorim belonging to Bardez taluka of 

North Goa district. Both the Master franchise units belong to food and beverage sector.  



   
 

 

29) A large number of the selected franchisees operating in Goa are the niche entrepreneurs and 

did not have any business - related family background. 

 

 

 

 

 

 

 

10.2.2 CORE FINDINGS OF THE STUDY 

The core findings of the study are divided into two categories and in each of the two core 

research areas, findings of the study are presented in objective-wise.  

10.2.2.1 FINDINGS BASED ON EVALUATION OF FRANCHISE BUSINESS 

THROUGH FRANCHISEE SATISFACTION  

This core area of research comprises four objectives viz. Objective 1 to Objective 4. The findings 

under this core area have been presented in objective-wise as follows. 

 

Objective 1: To examine the legal environment of franchising in India and abroad 

1) The countries such as the US, Japan, Australia, China and Malaysia have their own specific 

and comprehensive franchise legislations. However, UK, Singapore, India, Thailand, 



   
 

 

Philippines and many more countries do not have a specific law that regulates the franchise 

system.  

2) The countries that do not have separate franchise law are relying upon multiple laws of the 

land to regulate the franchise system. India is one among these countries.  

3) Franchise business is based upon a contract/agreement between the franchisor and the 

franchisee. Every franchisee, be it a master franchise or unit franchise, has to sign a franchise 

agreement which is the main legal document of franchise business. As per the law of 

contract, signing of an agreement by the parties to the contract is the fundamental 

requirement which is duly fulfilled in case of franchise contracts. 

4) The franchise agreement is drafted by the franchisor where, he does not give an opportunity 

to the franchisees to suggest and propose any clauses to be included in the agreement.  

5) Unlike in other countries, in India the Franchise Disclosure Document (FDD) is not in use as 

a legal requirement. Since there is no specific law of franchising in India, franchisors are not 

bound to present any FDD to their prospective franchisees before they enter into a contract 

with them. 

6) In Goa, only those franchisees who have been a part of international franchise, have perused 

a FDD prior to signing an agreement of franchise. 

7) It is also found through the study that, before signing the agreement, the selected franchisees 

from Goa have clarified their doubts with regards to the terms of agreement with their 

respective franchisors or their representatives.  

8) None of the selected franchisees from Goa has consulted FRANCORPS which is a legal 

division of Franchise Association of India before they invested in buying a franchise in Goa.  



   
 

 

9) Majority of the selected franchisees from Goa have consulted a lawyer/legal advisor from 

Goa before they make a choice of entering into franchise business. This shows that they have 

taken adequate care. 

10) There is a significant association between franchisees discussing the terms of franchise 

agreement with the franchisors; and they consult their lawyers before signing an agreement 

of franchise. 

11) Most of the franchise agreements mention the termination clause, renewal clause, terms of 

price to be charged on product/service, duration of contract of franchising and working 

hours. 

12) Terms of the agreement such as, salaries to be paid to employees by the franchisee, mention 

on proprietary  statements, products permitted to be sold, standards to be maintained, various 

Do’s and Don’ts, training requirements  of the franchisee’s  employees and their dress code 

differ across the type of franchise business. 

13) Franchise agreement is valid for 3 to 5 years. The renewal of it is done only upon signing the 

new agreement and after payment of further franchise fee by the franchisee. 

14) Around 93 percent of the selected franchisees from Goa are aware that the specific franchise 

law does not exist in India and around 84 percent of them know about the existence of 

Franchise Association of India.  However, only 15.4 percent of the selected franchisees in 

Goa revealed their awareness about existence of Francorps. 

15) Franchisee awareness with regards to existence of specific franchise law and the franchise 

authorities in India does not differ significantly across the type of franchise. 



   
 

 

16) Awareness of the franchisees about existence of Francorps differs across the franchisee’s 

educational qualification but does not differ across the area of operation of franchise 

business. 

17) Awareness of the franchisee upon existence of specific law of franchise in India and the 

existence of Franchise Association of India (FAI) does not differ across the educational 

qualification of the franchisee but it does differ across the area of operation of franchise 

business. 

18) There are four prominent types of problems faced by the franchisees due to lack of specific 

franchise law in India. These problems are Legal problems, Business problems, Relational 

problems and Trust and Faith problems. 

19) Legal problems, Business problems and Relational problems have a significant positive 

impact on franchisee dissatisfaction in franchising. However, there is no significant impact of 

trust and faith problems on franchisee dissatisfaction in franchising. 

20) There is a statistically significant impact of inadequacy of franchise law in India and the 

business problems associated with it on the need for a specific franchise law in India. 

 

Objective 2: To analyze the perception of franchisees towards factors contributing to the 

growth of franchise business in Goa 

1) Franchisees perceive the franchise business as comparatively easier to start, less risky, ready-

made and well informed. 

2) Franchisees also have an opinion of franchise business as a restrictive business since the 

major strategic control rests in the hands of the franchisors. 



   
 

 

3) In the present study, franchisor’s support system to franchisee as one of the key factors of 

franchise mode of business is measured with the help of four different dimensions namely 

support in the form of brand name, quality of relationship of the franchisor and franchisee, 

franchisor’s operational support to the franchisees and motivational factors leading to entry 

of franchisees into the franchise business. 

4) Brand name is positively related to the growth of franchisee’s business. 

5) Quality of the relationship between the franchisee and the franchisor has a positive influence 

on the growth of franchisee’s business. 

6) Franchisees get initially motivated to enter into franchise business by easy access to system 

service and technical expertise, clear procedures and not highly constraining agreements. 

These motivational factors have a positive impact on the growth of franchisee’s business. 

7) Generally, it is assumed that the growth of the franchisee’s business is to a great extent 

dependent on the support the franchisee receives from the franchisor.  However, the present 

study reveals that the operational support provided by the franchisor to the franchisee is 

insignificant to the growth of franchisee’s business. The reason is that the franchisees 

perceive that the franchisors support although is required in the operations of business, it is 

not solely responsible for growth of their business. The franchisees believe that their own 

efforts matter more than the franchisor’s support in operations of the business.  

8) Out of all the dimensions of ‘franchisor’s support system to franchisee’, brand name support 

and quality of relation between franchisor and franchisee are positively related with the 

growth of franchisee’s business. However, franchisor’s support to the franchisee in 

operations of the business does not significantly influence the growth of franchisees’ 

business. 



   
 

 

9) Franchisee satisfaction and franchisee performance in business positively influence 

franchisees’ business growth. 

10) Franchisee performance in business does not have any mediating relation between 

franchisor’s support system to franchisee and growth of franchisee’s business. However, it 

has a direct and positive impact on the growth of franchisee’s business. 

11) Brand name has a significant influence on growth of franchisee’s business irrespective of 

existence of any other mediating factor. 

12) Franchisees’ satisfaction with his business has a mediating relationship among franchisor’s 

support system to franchisee, franchisees’ performance in business and the growth of 

franchisee’s business.   

13) As per the present study, factors that contribute to the growth of franchise business are 

franchisor’s support system to franchisee, franchisee satisfaction with his business and 

franchisee’s performance in his business. 

 

Objective 3: To analyze the contribution of franchise business towards socio-economic 

development of Goa 

1) Social Development deals with the saving pattern of people, their risk bearing capabilities, 

communication skills, spirit of patriotism, sense of responsibility to handle complex 

situations, the employment status, etc. 

2) Economic Development deals with aspects like GDP, GNI, Literacy rate, Capital investment, 

Purchasing power, Buying volume, etc. 

3) Social status of the franchisees has significantly improved after they have joined the 

franchise system of business. 



   
 

 

4) After joining the franchise business, the franchisees have significantly gained confidence to 

face the community, they have started participating in various activities related to social 

issues and events, they have gained respect in the society and they have developed patriotic 

spirit and responsible behaviour.  

5) The franchisees also have been additionally responsible to take care of the environment and 

ecology. 

6) Development of the economic status of the selected franchisees is explained by a significant 

increase in their purchasing power, savings, income and tax paid by them.  

7) It is found that the economic status of the franchisees has significantly improved after they 

have started the franchise business. 

8) Franchise business contributes to the socio-economic development of the state of Goa 

through various taxes it pays to the State Government, employment generation, greater 

consumer satisfaction and higher standard of living of the beneficiaries.  

9) Franchise units consuming the services from other business sector such as Insurance, 

Banking, Finance and Accounting, Auditing, Transportation and Communication etc. It 

provides business to every other business sector and indirectly contribute to the Socio-

Economic growth of the state. 

10) Franchise business is a source of development and uplifting of small business units providing 

services such as printing, stationary, fax, photocopying, carriage and handling, subscription 

of newspapers and magazines, etc. 

11) Franchise units in Goa provide business to professional agencies such as Ad agencies, 

Auditors, Financial advisors, Legal advisors, Professional recruitment agencies, Leasing 

agents etc. 



   
 

 

12) Franchise business is one of the means of entrepreneurship development.  

13) Franchise business units also take due care in serving the society with its efforts related to 

discharge of social responsibility.  

14) Franchise business units contribute to the society in a number of ways such as providing 

career guidance to students, garbage management, site cleaning, participating in AIDS 

awareness programs, employer/employee blood donation programme, etc. 

15) Franchise businesses also sponsor cultural events, sports events, organize health camps, 

participate in promotion of arts and culture, employee education and employee children 

education. 

16) In its own ways and means, franchising is one of the major contributors to the socio-

economic development of the franchisees as well as the state of Goa at a large. 

 

 

Objective 4: To examine whether the Agency Theory, Resource Scarcity Theory, Risk 

Sharing Theory and Specific Knowledge Theory justify the franchise decision 

1) A number of theories are associated with franchising depending upon the salient features of 

franchise business. However, Agency theory, Resource Scarcity theory, Specific Knowledge 

theory and Risk Sharing theory are closely associated with franchise business. 

2) Principal – Agent relation between the franchisor and franchisee has a significant influence 

on the franchisee satisfaction as an agent to the franchisor. 

3) Monetary and non monetary benefits provided by the franchisor to franchisee, trust that the 

franchisor has in the franchisee and fair means of monitoring the franchisee’s business are 



   
 

 

the factors that significantly explain franchisee’s satisfaction as an agent in franchise 

business. 

4) Franchisees feel proud that they are an instrument of franchisors’ business growth as they 

contribute the resources in the form of financial investment, managerial talent and local 

market knowledge. 

5) Factors such as, source of an ongoing capital to the franchisor, contribution in the form of 

fixed assets, managerial talent and serving the franchisor as a channel of distribution explains 

the franchisee satisfaction as a resource mobilizer. 

6) Resources contributed by the franchisee to the growth of franchise business have a 

significant impact on franchisee satisfaction as a resource mobilizer. 

7) Knowledge and information sharing is an integral part of franchise business and knowledge 

sharing attitude of the franchisor has a significant impact on the franchisee satisfaction. 

8) Clearly written manuals, franchisor’s visits to franchisee units, personal and face to face 

meetings and specially organized seminars and conferences by the franchisor for updating of 

franchisee’s knowledge are the factors that explain knowledge sharing attitude of the 

franchisors. 

9) Dealing with a tested brand, having a low cost access of market, low risk of business failure 

and guarantee of returns on investment, significantly explain the concept of risk sharing in 

franchise business. Risk sharing attitude of franchisor has a significant impact on franchisee 

satisfaction with the franchise business. 

10) Agency Theory and Risk Sharing Theory significantly justifies the franchise decision of the 

franchisee. However, Specific Knowledge Theory and Resource Scarcity Theory fail to 

significantly justify the franchise decision of the franchisee. 



   
 

 

11) Agency theory, Risk Sharing Theory, Specific Knowledge Theory and Resource Scarcity 

Theory plays a mediating role between the franchisee satisfaction and franchise decision of 

franchisee.  

12) Out of the selected theories examined, Agency Theory has a strong mediating effect; 

whereas, the Risk Sharing Theory and Specific Knowledge Theory has a minimal effect as a 

mediator. 

 

 

 

 

 

 

 

 

 

10.2.2.2. FINDINGS BASED ON EVALUATION OF FRANCHISE BUSINESS 

THROUGH CUSTOMER SATISFACTION  

This is the second core area of research and comprises two objectives. The findings under this 

core area have been given objective-wise as follows. 

 

Objective 5: To make a comparative study of customer satisfaction towards franchise 

business and stand alone business in Goa 



   
 

 

1) Consumers in Goa visit the franchise business units in the State and they find them 

significantly different from the stand - alone business outlets in various ways. 

2) The customers, who feel that the franchise business units are more professional, trust worthy, 

standardized and pleasant in appearance claim that they find them better than the stand - 

alone business units. 

3) Customers prefer franchise outlets more than the stand alone units in case of the products 

such as Burgers, Donuts, Ice creams, Pizzas or any other bakery items in food and beverage 

industry whereas when it comes to a meal in a restaurant or a coffee / tea they prefer 

standalone units. 

4) More than a stand - alone unit customers prefer franchise outlet with respect to consumer 

goods and services. These goods include watches, eyeglasses and lenses, clothing, shoes, 

bags/purses and automobile parts. The services which they prefer from franchised units 

include courier services, beauty salons and spas and investment services. 

5) The customers specifically prefer the services such as educational service, hospitals and 

hotels and lodging from franchised business sector rather than non- franchised or stand - 

alone business sectors. 

6) For enrolling into gymnasiums or fitness centers, consumers prefer stand - alone outlets over 

the franchised business. 

7) There exists a significant difference between satisfaction level of customers of franchise units 

and stand - alone units operating in the food and beverage industry.  

8) There is a significant difference between satisfaction level of customers of franchise units 

and stand - alone units operating in the consumer goods industry. 



   
 

 

9) There is a significant difference between satisfaction level of customers of franchise units 

and stand alone units operating in the hotel industry. 

10) There exists a significant difference between satisfaction level of customers of franchise units 

and stand - alone units operating in the health, wellness, beauty and other service industry. 

11) There exists a significant difference between satisfaction level of customers of franchise units 

and stand - alone units operating in the education sector. 

 

 

 

 

 

Objective 6: To develop a systematic performance index for evaluation of franchise 

business 

The index developed for each of the selected industry in the field of franchising is an attempt to 

facilitate the evaluation of franchise business units based on the customer feedback. The index 

that has been developed is as under. 

 

PI= 
∑𝑾𝑺

𝒏
  where, 

 

PI is the performance index for evaluating franchise business performance, 

∑WS is the sum of all the weighted scores and 

n is the number of parameters in the performance index. 



   
 

 

 

 

 

 

 

 

 

 

10.3 CONCLUSIONS OF THE STUDY 

In the complex business world, franchising has been proven as one of the convenient methods of 

marketing and business expansion. It is one of the tested and confirmed models of business 

expansion which is used by a number of companies and business entities.  

Originated and developed in the USA, Franchising as a mode of business and as a method of 

entry in foreign market has been modified over the years to suit the requirements of the 

operations and the nature of various businesses.  

 

The present study leads to the following conclusions 

1. Although, economy of Goa has been traditionally supported by Industries such as mining, 

tourism, fishing and agriculture, a significant contribution to the development of Goa has 



   
 

 

been also made by every other business enterprise including the franchise business. 

Franchising mode of business promotes entrepreneurship in Goa. The concept of youth as 

job providers rather than job seekers has been materialized to a large extent through 

franchising.  

 

2. Goa has adopted almost, all types of franchise models such as master franchising single 

unit franchising, multiple unit franchising, manufacturing franchising, service franchising, 

etc. Franchising is practiced by several industries in Goa which include, Education, Food 

& Beverages, Retail, Service, Hospitality, Health & Beauty, Automobiles, Tourism, 

Courier, Sports, etc.  

 

3. Franchising in Goa is supported by international, national as well as the state level brands. 

 

4. Franchising benefits the franchisor in various ways by means of rapid and economical 

expansion of business and it is a safer mode of globalization. Franchising minimizes the 

administration cost, cost of distribution and also sometimes the manufacturing cost of the 

franchisor. It also minimizes the franchisor’s risk of entering a new market. 

 

 

5. For a franchisee, franchise mode of business is always less risky and more certain. 

Franchising allows the franchisee to compete effectively as they deal with a known brand 

and a tested business formula given by the franchisor. 

 

6. Before granting a franchise, the franchisors normally evaluate thoroughly whether the 

business is ready to be franchised. This is done by conducting market research, study the 



   
 

 

legal requirements to develop a franchise model and make the necessary paper work with 

regards to the written agreement to be signed by the franchisor and franchisee. Finally, 

when the franchise is granted the franchisor supports the franchisee. 

 

7. In franchising, the franchisor is expected to support the franchisees in various ways. 

Ongoing support, continuous training and information sharing by the franchisor acts as a 

valuable resource to the franchisee’s success. The franchisor’s brand is one of the greatest 

supports to the franchisee. However, in addition to the brand support, the franchisor needs 

to motivate the franchisees by providing them with the necessary operational training, 

knowledge and tactics of business, promote the business by suitable marketing tools, etc. 

From the findings of the present study, it has been understood that, there is a positive 

relationship among franchisor’s support system to franchisees, franchisees’ satisfaction 

with the business, the franchisees’ performance and the growth of the franchisee’s 

business. 

 

8. Franchise mode of business is trying to get into the nerves and veins of Goa. However, a 

number of problems are faced by the franchisees due to lack of specific franchise law in 

India. These problems related to legal formalities, business operations, franchisor – 

franchisee relations and trust and faith between the two parties. This affects the 

franchisees’ level of satisfaction with the franchise system of business and therefore such a 

law which specifically would regulate franchise business is the need of an hour in India. 

 

9. Franchise business has a noteworthy influence on social and economic status of the 

franchisees in Goa. Franchisees have found a drastic change in their level of confidence to 



   
 

 

face the practical challenges in life, they have improved upon their approach and 

communication with the people and they have become more responsible citizens in serving 

the society and protecting the environment. Apart from this they witness an enhancement 

in their economic status by way of increased purchasing power, savings, investments and 

also contribution towards the state in the form of higher tax payments. 

 

10. A number of theories are associated with franchising which highlight various dimensions 

of franchise business and the relationship between the parties involved in franchising. 

Theories which reflect Principal - Agent relationship between franchisor and franchisee, 

Resources contributed by the franchisees to the growth of franchise business, Knowledge 

sharing attitude of the franchisor and Risk sharing concept in franchise business justify the 

franchise decision of the franchisee as per the present study. 

 

11. Customers who visit franchise business experience a difference between franchise and 

stand – alone business outlets and they perceive Franchise business units are appreciably 

superior to stand-alone business units. Specifically to highlight, the satisfaction level of 

customers of franchise units and stand alone units operating in Goa with regards to the 

food and beverage industry, consumer goods and service industry, hotel industry, health 

and beauty industry and education sector differ significantly with regards to various 

parameters. 

 

 

10.4 SUGGESTIONS AND RECOMMENDATIONS   



   
 

 

The present study highlighted a number of facts which resulted into numerous thoughts in the 

mind of the researcher. From them, the following suggestions and recommendations are made. 

The suggestions and recommendations have been made separately for various parties related 

with the franchise business.  

 

10.4.1 SUGGESTIONS AND RECOMMENDATIONS TO THE FRANCHISORS 

Following are the suggestions and recommendations related to the franchisors based on the 

findings of present study. 

 

1) Franchisor should take an initiative and instruct his representatives to clearly explain various 

clauses of the franchise agreement before the franchisee agrees to sign the document. This is 

needed to avoid the possible encroachment and problems arising due to the absence of 

specific franchise law in India. 

 

2) Franchisor needs to regularly provide necessary information and training to his franchisees in 

order to ensure high quality, sustained performance and growth of the overall franchise 

business. 

 

3) At least once in a year the franchisor needs to organize a compulsory conference or a meeting 

with all his franchisees in order to share the updates in the industry to motivate the 

franchisees and to build and maintain cordial relations among the franchisor and all its 

franchisees. 



   
 

 

 

4) Franchisors need to regularly monitor the operations of their franchisees to ensure a better 

performance. 

 

5) Risk sharing attitude of the franchisor makes a tremendous impact on the satisfaction level of 

franchisees with their decision of entering into franchise business. Therefore, franchisor 

should provide confidence and support to the franchisee in regards to the business risks. 

 

6) Growth of the franchise business to a large extent depends upon the performance and 

satisfaction of the franchisees. Therefore, franchisors have a greater role to play to keep the 

franchisees satisfied and efficient in performance. 

 

7) Since in India it is not mandatory for the franchisor to disclose the FDD to the franchisee, the 

franchisor should clearly explain the operations, performance and prospects of his business to 

the prospective franchisee. 

 

8) Franchisors in India should try to provide certain specific financial assistance to the new 

franchisees. 

 

9) Franchisor should realize that franchisee’s growth and prosperity reflect and sustain the 

growth and prosperity of franchisor’s business. Therefore, franchisor should extend the 

necessary support and backup to the franchisee in all respects of the business. 

 



   
 

 

10.4.2 SUGGESTIONS AND RECOMMENDATIONS TO THE FRANCHISEES 

Following are the suggestions and recommendations to the franchisees based on the findings of 

present study. 

 

1) Franchisees are required to be alert and cautious before signing the franchise agreement. 

 

2) Before entering into the franchise business franchisee should meet the franchisor or his 

representative and discuss the terms of the agreement, with a view to clarify the nature and 

prospects of the concerned franchise business. 

 

3) Before signing the agreement, the franchisee should consult the legal advisor and discuss the 

legal issues of the concerned franchise agreements. 

 

4) Though less risky, some amount of the risk factor persists in franchise business also. The 

franchisee needs to work smartly in addition to being a hard worker. He/she needs to be more 

attentive to the changing market requirements and be prepared to adapt his business to the 

changes in market conditions. 

 

5) The franchisee should have tremendous amount of patience in dealing with customers as 

he/she is handling franchisor’s brand. 

 



   
 

 

6) Franchisee should not violate or trespass the instructions given and restrictions imposed by 

the franchisor. 

 

7) Franchisee should use all the information and training provided to him and his employees by 

the franchisor in the best possible and fruitful manner. 

 

8) Franchisee should try and settle the customers’ complaints, if any, at initial level only rather 

than allowing such complaints to reach the franchisor. 

 

9) Franchisee needs to inform every material fact to the franchisor which may directly or 

indirectly affect the operation of their business. 

 

10) Franchisees need to keep themselves updated with various changes taking place in franchise 

system of business at the state, national and international level. A number of sources such as 

special franchise magazines, e-journals, online information, etc. are available which the 

franchisees can refer to get the information to enhance their knowledge. 

 

11) Before making the investment in a given franchise unit, the franchisee needs to explore the 

potential of the brand to succeed in the local market. 

 

12) Franchisee himself should devote time and energy to the franchise unit rather than solely 

depending on the employees. 

 



   
 

 

13) Franchisee should maintain the records and report systematically to the franchisor as it 

relates not only to his business but also to the franchisors business, as whole. 

 

14) Franchisee is supposed to have an optimistic vision towards his business and believe that 

franchisor’s business growth directly depends on the growth of franchisee’s business. 

 

10.4.3 SUGGESTIONS AND RECOMMENDATIONS TO THE GOVERNMENT AND 

OTHERS 

Following are the suggestions and recommendations to the State and Central Government, the 

various incubation centres operating in Goa and elsewhere, Franchise Association of India, etc. 

 

1) Government of India needs to urgently look into the fact that the country needs a separate 

and specific law to regulate the franchise business in India. This would reduce the number of 

problems and confusions faced by the parties to franchise business. 

 

2) Government being one of the stakeholders of franchise business should provide an 

encouraging business environment to the franchise system of business. 

 

3) Various Incubation Centers that intend to promote entrepreneurship in the state, should create 

an awareness among the fresh aspiring and prospective entrepreneurs to opt for the franchise 

mode of entry in business by highlighting the ease and benefits with regards to franchising. 

 



   
 

 

4) State Government should promote the franchise mode of business as one of the means by 

which Central Governments mission of ‘Make in India’ would be a success. 

 

5) Various financial institutions and banks should come forward to support prospective 

entrepreneurs in getting financial support at the initial stage with special loans designed for 

franchise business growth. 

 

6) Franchise Association of India should establish a link with the incubation centers in       

various states and create awareness among the existing franchisors and franchisees and the 

aspiring entrepreneurs with regards to its functioning and the various services offered by the 

Association. 

 

7) Franchise Association of India should promote its legal division named Francorps, as a huge 

number of franchisees are unaware of its existence and functioning. The channels through 

which promotion of the services of Francorps may be done are the incubation centers or the 

Government offices. The entity can also give extensive advertising to create awareness. 

 

8) Municipal corporations and the other concerned authorities should specify clearly across the 

list of business units whether they are franchise units; this is presently not done. This is 

needed so as to facilitate creation of a database of franchise units in every state. 

 

9) Malls, airports and educational institutions should positively support the upcoming franchise 

units by providing location/place of establishment to such units. 

 



   
 

 

10) More number of aspiring and prospective women entrepreneurs should start investing in 

franchise business especially in food and beverage, consumer goods and services, health and 

beauty and education sector. 

 

10.5 SCOPE FOR FURTHER RESEARCH 

Specific limitations of the present study mentioned earlier in Chapter III may pave a way for 

further research to be undertaken on the topic of franchising. The present research is done to 

cover various dimensions of franchising such as legal environment of franchising, problems 

faced by franchisees in the state of Goa due to lack of specific law of franchising in the country, 

factors influencing growth of franchise business, implications of theories applicable to 

franchising, socio economic development of franchisee and the state at a large, franchisee 

satisfaction, customer preferences in buying from franchise business unit rather than from stand 

alone business, customer satisfaction with franchise units against that of stand - alone units and 

evaluation of franchise business based on customer satisfaction. 

 

Although the present study covers various dimensions of franchising, following areas may be 

suitable for further research. 

1) The study of franchise business in Goa may be extended to other industries. 

2) A study may be undertaken from franchisor point of view. 

3) Further scope of research is available to study the financial performance with regards to 

franchise business units in Goa. 



   
 

 

4) A comparative study of franchise business in Goa and other states may be undertaken. 
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Annexure I 

Questionnaire for Franchisee 

Dear Respondent,  

The present Questionnaire is to collect the data on franchise Business and the 

franchisee’s perception. The data will be used for the purpose of analysis in a doctoral 

study titled “Evaluation of Franchise Business in the State of Goa” and not to be 

disclosed for any other purpose. Thus the confidentiality of the data is being guaranteed 

to the Respondents. 

The respondents are requested to provide the most correct opinion and response thereby 

ensuring the genuine analysis in the present research topic. 

SECTION I – RESPONDENT PROFILE 

1. Name of the Franchisee (Proprietor)______________________ 

 

2. Name of Franchise unit________________________________ 

 

3. Type of Franchise 

a. Food & Beverages [     ] 

b. Consumer Goods & 

Services  [      ] 

c. Hospitals, Health & 

Beauty [     ]  

d. Hotels [     ] 

e. Education [     ] 

 

4. Gender of the franchisee 

a. Male [     ] 

b. Female[     ] 

 

5. Age of franchisee  

a. Below 25   [      ] 

b. 25 – Below 40 [       ] 

c. 40 – Below 55 [       ] 

d. 55 – Below 70 [       ] 

e. 70 and above [       ] 

 

6. Age of franchise Unit 

a. Below 3 years   [      ] 

b. 3 years – Below 5 years [  ]   

c. 5 years– Below 10 [       ] 

d. 10 years and above [       ] 

 

7. Educational Qualification of franchisee 

a. Below SSC [     ] 

b. SSC  [     ] 

c. HSSC [     ] 

d. Graduation [     ] 

e. Post Graduation[     ] 

f. Others specify 

  



   
 

 

8. Franchise Unit belonging to 

District –a.  South Goa [     ] 

                         b. North Goa [     ] 

                            9. Taluka :     ______________________                         

     

         10. Franchise model belonging to 

a. Master Franchise   [     ] b. Unit Franchise       [     ] 

          

11. Scope of Franchise Business 

a. International Franchise  [     ] 

b. Nationwide Franchise    [     ] 

c. State wide Franchise     [     ]  

          

12. How many Franchise stores do you own of this franchisee? 

a. One only  [     ] 

b. Two     [     ] 

c. Three      [     ]  

d. More than three [     ]

 

 

SECTION II – ENTREPRENEUR BACKGROUND 

1. Do you belong to any business family? 

Yes [      ] No [       ]  

 

2. Did you have any business experience prior to taking this franchise? 

Yes [      ] No [       ] 

 

3. How did you think of doing this business? 

___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________ 

 



   
 

 

4. Why did you think of choosing franchise mode of business AND not your own 

stand alone business? 

___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________ 

5. How did you come to know about this franchise availability? 

a. Newspaper     [       ] 

b. Friends[       ] 

c. Family[       ] 

d. Advertisement in magazine[     ] 

e. Internet [       ] 

f. Other means please 

specify____________________

__________________________

___________

 

 

6. How did you collect more information about this franchisor? 

a. Through the agent[       ] 

b. From news paper[       ] 

c. Internet sources[       ] 

d. Other franchisee of same product/ service[       ] 

e. Indian Franchise Association representatives[       ] 

f. Any other please specify____________________________________________ 

 

 

 

SECTION III – BUSINESS ENTRY MODE AND LEGALITIES 

 

1. Where is the franchisor of your unit located ? __________________________ 

 

2. Did you sign a written Agreement while entering into this Business? 

Yes [      ] No [       ] 

 

3. Did you have a personal meeting with your franchisor before or at the time of 

signing the agreement? 

Yes [      ] No [       ] 

 

4. How many meetings you had with your franchisor before signing the agreement? 

a. None   [      ] 

b. 1-2       [      ] 

c. 3-4       [      ] 

d. 5-6       [      ] 

e. More than 6 [      ] 

 

5. Was your franchisor personally present while you signed the franchise agreement? 

                            Yes [      ] No [       ] 



   
 

 

6. Who has drafted the franchise agreement? 

a. Proposed by the franchisor [       ] 

b. Proposed by the franchisee [       ] 

c. Both discussed and agreed on items to be included in agreement [       ] 

 

 

7. What were the important terms and conditions of the agreement with respect to the 

following factors? 

 

a. Initial Fees___________________________________________ 

 

 

b. Period of contract___________________________________________ 

 

 

c. Technology ___________________________________________ 

 

 

d. Raw material/ Final product___________________________________________ 

 

 

e. Bank account for operations ____________________________________________ 

 

 

f. After sale services__________________________________________ 

 

 

g. Spoiled goods and returnable __________________________________________ 

 

 

h. Gain sharing __________________________________________ 

 

 

i. Risk sharing ____________________ 

 

 

j. Consultancy and knowledge / information providing by franchisor ______________ 

 

 

k. Layout and interiors _____________________________________ 

 

 

l. Training by the franchisor ___________________________________ 

 



   
 

 

 

m. Reporting to the franchisor ___________________________________ 

 

 

n. Payment of Royalty ______________________________________ 

 

 

o. Any other specific term please specify  

 

______________________________________  

 

 

8. Before signing the franchise agreement, did you ever see any FDD (franchise 

disclosure document) ? 

Yes [      ] No[       ] 

 

9. Did you have any kind of communication with the following entities before signing 

the present franchise agreement? 

a. Franchise India Association [       ] 

b. Francorps [       ] 

c. None of the above[       ] 

d. Both     [       ] 

 

10. Did you discuss about the franchise terms and conditions with your franchisor 

before they were included in your franchise agreement? 

Yes [      ] No[       ] 

 

11. Before signing the franchise agreement did you ever consult any lawyer/legal 

advisor? 

Yes [      ] No[       ] 

If yes, then was the consultation : Formal  [     ]     Informal [     ] 

12. Is the Agreement  

1) Automatically Renewable [       ] 

2) Renewable on signing another new Agreement[       ] 

3) Renewable on conditions fulfilled [       ] 

4) Renewable only if franchisor is willing to continue this contract[       ] 

 

13. Is there any other document that you have to sign in addition to the franchise 

agreement? 

Yes [      ] No[       ] 

If yes, mention the document name/s___________________________________ 



   
 

 

14. Did the franchise agreement that you signed include/mention about the following. 

 

✓ tick mark  if the item is included   in your agreement. 

 

1) Opening and closing hours of business   [       ] 

2) Minimum salary to be paid to the employees   [       ] 

3) Contract duration   [       ] 

4) Operations manual/instructions   [       ] 

5) Proprietary statements   [       ] 

6) Ongoing site maintenance   [       ] 

7) Products permitted to be sold   [       ] 

8) Standards of quality   [       ] 

9) Prices    [       ] 

10) Hours of operation   [       ] 

11) Start up date   [       ] 

12) Terms of Renewal [       ]    

13) Termination clauses  [       ] 

14) Minimum requirements with respect to interiors and layout   [       ] 

15) Standards of production  [       ] 

16) Standards of service      [       ]  

17) List of Do’s and Don’ts   [       ] 

18) Credit terms  [       ] 

19) Requirement of training   [       ] 

20) Requirement of training to the franchisee   [       ] 

21) Requirement with respect to dress code   [       ] 

22) Ownership of required assets   [       ] 

23) Anything else please specify 

________________________________________________________________________

___________________________________________________________________ 

 

15. Is there any clause of consumer protection in your franchise agreement? 

Yes [      ] No [       ] 

 

16. Are you aware that there is no specific full fledged law available to regulate the 

franchise business in India? 

Yes [      ] No [       ] 

 

17. In case of no separate and specific franchise regulatory framework, which laws and 

legal provisions are applicable to your franchise business? Please provide the list. 

_________________            ____________________         ____________________ 

 



   
 

 

18. Do you think the existing laws which you are applying to your business are adequate 

or sufficient to regulate the franchise business in India? 

a. Yes [      ]  

b. May be [       ] 

c. Not sure [       ] 

d. May not be [       ] 

e. No [       ] 

19. The unavailability of specific franchise law in India creates a problem with regards 

to smooth functioning of franchise business? 

a. Strongly Agree [      ]  

b. Agree  [       ] 

c. Neutral  [       ] 

d. Disagree  [       ] 

e. Strongly Disagree [       ] 

20. There is a need to have a separate and specific law for franchise business in India? 

a. Strongly Agree [      ]  

b. Agree  [       ] 

c. Neutral  [       ] 

d. Disagree  [       ] 

e. Strongly Disagree [       ] 

 

21. Provide your opinion on the following statements stating whether you, Strongly 

Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

Sr.No STATEMENTS SA A N D SD 

1 I feel helpless due to no franchise law. 

 

     

2 I feel the lacking franchise-regulatory framework in 

India, certainly has a negative impact on the growth of 

franchise industry. 

     

3 There are many difficulties faced by me as a franchisee 

due to lack of franchise law in India. 

     

4 Since there is no specific regulatory framework 

governing franchise business, the franchise agreement 

seems to be more biased and favoring to the franchisor. 

     

5 I, as a franchisee feel neglected due to lack of specific 

franchise law in India. 

     

6 I get confused as to, who to approach in case of any 

legal problems faced in respect to franchise business 

operations. 

     

7 I get confused as to, what to do when I feel that my 

franchisor is not co-operating with me. 

     

8 I feel dissatisfied with the franchise relationship as 

there is no law which governs it. 

     

9 There should be a specific law which adequately 

regulates the franchise business in India. 

     

10 Lack of franchising law in India, results in delay in      



   
 

 

franchise start up. 

11 Lack of franchising law in India creates an insecurity in 

my mind, with this business. 

     

12 Lack of franchising law in India makes me doubt on 

many terms of the agreement in franchise business. 

     

13 Lack of franchising law in India makes me loose trust 

in my franchisor. 

     

14 Franchise related issues become difficult to handle in 

courts due to no specific franchise law in India. 

     

15 It becomes tedious to draft a franchise agreement as 

one has to rely upon the knowledge regarding several 

laws and provisions of different other Acts. 

     

16 Some specific franchise related problems cannot be 

handled using existing laws applied to franchising. 

     

17  Non existence of specific franchise law may lead to 

franchisee dissatisfaction towards the franchise system 

of business. 

     

 

22. Could you narrate any incident that you faced where you felt that existing law is not 

adequate to support franchise business requirements? 

________________________________________________________________________

____________________________________________________ 

23. Are you aware of existence of Franchise India Association? 

Yes [      ] No[       ] 

 

24. Are you aware of francorps? 

Yes [      ] No[       ] 

If yes, what is it? 

________________________________________________________________________ 

25. Do you think there is a gap between existing laws applied to franchise business in 

India and the requirements of law related to franchise business in India? 

Yes [      ] No[       ] 

 

 

 

 

 

 

 



   
 

 

SECTION IV – FRANCHISOR - FRANCHISEE RELATIONSHIP 

Influence related to business  

1. Provide your opinion on the following statements that you feel about franchising as a 

mode of doing business.  

Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

Sr.

No 

STATEMENTS S

A 

A N D S

D 

1 I believe that franchising has a good growth potential as a business 

option. 

     

2 Fear of failure is low in case of franchise business.      

3 Franchising offers a high yield on investment at a lower risk.      

4 I don’t feel highly constrained and restricted by the agreement.      

5 Franchisor offers a complete system service and technical expertise 

to me 

     

6 I clearly understand the procedures of my business with my 

franchisor. 

     

 

 

Quality of relationship with franchisor related  

 

1. How many times have you contacted/ met your franchisor in last six months? 

Sr.No Frequency  None  1 2-3 4-5 >5 

1 During the store visit      

2 Over the phone call      

3 Follow up on any query or issue      

4 During your training       

5 For a product care      

6 For a complaint      

 

 

2. I view my relationship with my franchisor as a / an : 

a) Independent business owner 

b) Strategic partner 

c) Customer 

d) Agent 

e) Others please specify_______________________________________________ 

 

3. Give your opinion restricting yourself to the following options given below:  

Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

Sr.N

o 

STATEMENTS S

A 

A N D S

D 

1 I have a very good working relation with my franchisor.      

2 My franchisor is responsive to me and my team whenever we have      



   
 

 

queries or issues. 

3 My franchisor has a good understanding and he takes interest in my 

business. 

     

4 My franchisor proactively helps me in finding solutions to improve 

my product care performance. 

     

5 I am confident that when my customer has any complain my 

franchisor will readily redress it. 

     

6 As a business owner, I feel I get value for money when I deal with 

my franchisor. 

     

7 My franchisor understands my job related problems & needs, very 

well. 

     

8 My franchisor has a cooperative attitude towards me.      

 

 

 

Job performance related  

1. Provide your opinion on the following statements that may help the researcher in 

evaluating your job performance. Restrict yourself to the following options given below:  

Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

Sr.

No 

STATEMENTS S

A 

A N D S

D 

1 I have been very successful in exceeding my annual sales target.      

2 I think that my sales performance so far this year is good.      

3 The returns from this business is as per my expectations .      

4 My franchisor may rate the quality of my performance as very good.      

5 I think the quality of my own performance in my business is very good.      

6 Over the years my interest in this business has increased.      

7 I rely more on my employees to carry out the operations of this 

business than being present all the time personally in the unit. 

     

8 I am not able to give sufficient time to this unit as I was giving unit as I 

was giving in the initial stages . 

     

 

Franchisor support related to business 

1. Opine upon franchisor support that you received, from the following statements. 

Restrict yourself to the following options given below:   

Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

Sr.

No 

STATEMENTS S

A 

A N D S

D 

1 My franchisor offers complete system services and technical expertise 

to my business 

     

2 Initial training was provided by my franchisor and was very useful.      



   
 

 

 

3 Promotional and advertising support is very good and I need not bear 

cost of the same. 

     

4 Any time I call up to my franchisor , he always extends an ear and a 

helping hand. 

     

5 Ongoing service is provided by my franchisor      

6 Direct financial assistance is provided by my franchisor in terms of 

loans lease of assets. 

     

7 Indirect financial assistance is provided by my franchisor in terms of 

lease of assets. 

     

8 Franchisor provides all tools for promoting success.      

9 My franchisor provides supply of materials/products regularly .      

10 Operating manuals of the business are clearly provided by my 

franchisor 

     

11 Amount of franchise fees/ royalty was not high.      

12 There are limited restrictions imposed on operating business activities.      

13 My franchisor cooperated with me during the site selection of my unit.      

 

Brand related  

1. Provide your opinion on franchise brand that you deal with. Consider- 

Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

Sr.N

o 

STATEMENTS S

A 

A N D S

D 

1 My franchisor’s brand name will always help my business to 

succeed. 

     

2 Considering the competition in my territory, my brand name is 

stronger than that of my competitors. 

     

3 It is important to have well known brands for doing business.      

4 I feel that well known brands are the best to sell.      

6 Customer today have become brand conscious.      

7 Association with this franchise brand gives status to me.      

8 I have confidence in the brand that I am dealing with presently      

9 The brand that I am dealing with presently is well accepted by 

public in Goa. 

     

10 The brand that I presently deal with is a successfully established 

one. 

     

11 The brand I am dealing with presently, is promising me a growth in 

future. 

     

 

 

 

 

 

 

 



   
 

 

Franchisee satisfaction related 

 

1. Provide your opinion on satisfaction that you derive from your business. Consider- 

Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

Sr.N

o 

STATEMENTS S

A 

A N D S

D 

1 I am very much motivated to carry on with this business.      

2 My franchisor recognizes and appreciates my efforts.      

3 I feel My franchisor is satisfied with the way I operate my business.      

4 My franchisor helps and supports  me to be more effective in my 

job. 

     

5 My franchisor considers my opinion before making a decision that 

affects my area. 

     

6 I am able to make lot of money through this business.      

7 It is easier to manage this business.      

8  I feel I am more loyal to this brand.      

9 I am happy with the existing relation with my franchisor.      

10 I think the territorial restrictions that are imposed in the contract are 

reasonable. 

     

11 The termination or renewal terms of my franchise contract are fair.      

12 My franchisor often considers my opinion/ suggestions.      

13 I am quite satisfied with the type of relationship that I share with my 

franchisor. 

     

14 The overall job that I do being in this business is highly satisfying.      

Business growth related information  

 

2. Provide your opinion on the following statements as far as your commitment for growth 

is concerned. Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly 

Disagree (SD). 

Sr.No STATEMENTS S

A 

A N D S

D 

1 I am extremely loyal to my franchisor.      

2 I would comply to almost any type of request from my franchisor 

in order to keep the contract of franchise. 

     

3 I am proud to tell others that I am a part of this franchise system.      

4 I am intending to continue this contract indefinitely with my 

franchisor. 

     

5 I do care about the future of my franchisor’s business.      

6 I am willing to put in great deal of efforts, beyond the ones that 

are normally expected, to be successful. 

     

7 I work hard towards the growth of my business.      

8 Over the years my transactions have increased.      

9 Over the years my sales volume has increased.      

10 Over the years my investment in fixed assets has increased.      

11 Over the years I have been able to increase my savings.      

12 Over the years my investments in different options has increased.      

13 Over the years my profit volume has increased.      



   
 

 

SECTION IV – OPERATION OF BUSINESS 

 

1. What was the initial investment to get started with this franchise? 

 

Rs._____________________________________ 

 

 

2. What  is the franchisee fee that you paid? 

        Rs. _________________________ 

 

 

3. How Did you make the total payment? 

a. One time payment  [      ] 

b. Installments [       ] 

 

 

4. What are the working hours for this franchise business? 

___________________________________ 

 

 

5. How much time as a proprietor you are personally available at this unit? 

a. Full time [      ] 

b. Half a day  [      ] 

c. More than half a day [      ] 

d. Just an inspection visit [     ] 

e. An hour or two [       ] 

f. Very rarely [        ] 

 

6. Do you have to pay any royalty to the franchisor? 

Yes [      ]  No  [       ] 

 

If yes , what is the amount of royalty paid? 

Rs _______________ 

 

This amount is: 

• A lump sum amount [      ] 

• Based on units sold [      ] 

• Based on sales value [     ] 

 

7. Product dealt in this business  is: 

a. Purchased from franchisor & then sold here[      ] 

b. Produced here [      ]          

c. Not Applicable [      ] 

 

- -      Raw material required to produce the product here is: 

a. Supplied by the franchisor[      ] 



   
 

 

b. Locally purchased [      ] 

c. Purchased   from authorized supplier approved by franchisor[      ] 

d. Not applicable[      ] 

 

 

8. What services does the franchisor provide you? 

___________________________________________________________________________

___________________________________________________________________________

_______________________________________________________________ 

 

9. Do you maintain Accounts? 

Yes [      ] No[       ] 

 

If yes, Accounts are maintained : 

 

1) By a specially appointed accountant [       ] 

2) By any one of the available employees [       ] 

3) By myself the proprietor[       ] 

4) By giving the work to outside party(outsourcing) [       ] 

These accounts are: 

1) Audited by a qualified auditor at the franchisee unit only [       ] 

2) In unaudited form, sent to the franchisor for auditing there [       ] 

3) Only Accounted but not Audited [       ] 

4) I do not know what happens once they are sent to the franchisor [       ] 

 

The sales details of the business are:- 

1) Daily intimated to the franchisor             [       ] 

2) intimated Once in a week  [       ] 

3) intimated Once in 15 days  [       ] 

4) intimated Once in a month  [       ] 

5) Annually intimated    [       ] 

6) Never intimated     [       ] 

Kindly provide the following data approximately: 

Initial investment in capital Rs._______________________ 

Working capital per year Rs.________________________________ 

Sales turnover per year Rs._______________________ 

Franchisee fees per year Rs.___________________________ 



   
 

 

Royalty per years Rs___________________________________- 

Number of years associated with this franchisee_______________ 

Number of units of franchise owner of the same franchise brand_________ 

Number of units of franchise owner of any other franchise brand_________ 

 

Do you intend to take another franchise of the same franchisor in future? 

Yes [      ]  No  [       ] 

Do you intend to take another franchise of any other franchisor in future? 

Yes [      ]  No  [       ] 

Why?__________________________________________________________ 

 

SECTION  V – SOCIAL DEVELOPMENT 

1. Provide your opinion on the following statements that may help the researcher in 

evaluating your social development  as a franchisee.  

Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

 

Sr.N

o 

STATEMENTS S

A 

A N D S

D 

1 I have gained sufficient popularity and fame being associated with 

this business. 

     

2 I have over the time become more confident in facing the practical 

problems of life, after joining this business. 

     

3 I can contribute in monetary terms during various occasions in my 

locality. 

     

4 I also have started participating by way of non monetary terms in my 

locality development programs. 

     

5 My family and relatives look upon me as a responsible entrepreneur 

now. 

     

6 I get due respect among my known people due to this business.      

7 I get the feeling of being a responsible citizen of my nation since I 

have joined this business. 

     

8 I support the concepts such as green business and clean environment 

through my business.  

     

9 My social status has risen positively being in this business.      

10 I have contributed to the society through employment generation.      

11 I am paying all my taxes on this business regularly.      

 



   
 

 

2. Do you get the feeling of being socially contributing through your business? 

Yes [      ] No[       ] 

 

Below given questions will be of significance to locate your economic contribution to the  

society. 

1. Do  you incur any advertising expenses? 

Yes [      ] No[       ] 

 

2. Which modes of advertising do you use? 

______________________________________________________________________________

________________________________________________________ 

 

3. Do you share the advertising cost of the franchisor? 

Yes [      ] No[       ] 

 

 

4. How many people do you employ in this business? 

                                   (Total number ) 

Type Direct 

employment  

Indirect 

employment 

Skilled      

Unskilled   

Semiskilled   

 

   

5. What is the total salary that you pay to your employees every month? (expenses on account 

of salaries per month? 

_________________________________________________________________ 

 

6. Do you provide your employees with the employee insurance facility? 

Yes [      ] No[       ] 

 

 

7. How much amount do you contribute towards employee insurance ? 

__________________________ 

 

8. Do you contribute towards employee provident fund ? 

Yes [      ] No[       ] 

 

9. Do you provide loans to your employees in need? 

Yes [      ] No[       ] 

 



   
 

 

If yes,  

What is the rate of interest that you charge on such loans? 

____________________ 

 

10. Do you provide following benefit to your staff? 

Benefit Regularly  Not always  

Travelling allowance   

Medical allowance   

Health check ups   

Dearness allowance   

House rent allowance   

Free Lunch    

Tea and snacks   

Bonus   

Only tea   

Goods on occasions    

Seasonal gifts   

   

 

 

11. Tick mark the services that you consume for a smooth running of your business. 

a. Banking [    ] 

b. Insurance  [    ] 

c. Rental premises [    ] 

d. Rental transportation [    ] 

e. Rental travelling  [    ] 

f. Courier services [    ] 

g. Direct advertising  [    ] 

h. Ad agency services [    ] 

i. Legal services [    ] 

j. Auditors services [    ] 

k. Postage and telegram[    ] 

l. Printing on rent [    ] 

m. Faxing on rent  [    ] 

n. Xeroxing on rent [    ] 

o. Carriage and handling by hired 

labour[    ] 

p. Financial consultancy services

 [    ] 

q. Professional recruitment services 

[    ] 

r. Subscription of magazines/ 

journals[] 

s. Newspaper subscription [    ] 

t. Telephone connection  [    ] 

u. Mobile for business purpose[    ] 

 

 

12. Which of the following are applicable to your business? 

a. Income tax [    ] 

b. Wealth tax [    ] 

c. Excise duty [    ] 

d. Custom duty[    ] 

e. VAT  [    ] 

f. Municipal tax     [    ] 

g. Location tax      [    ] 

h. Service tax [    ] 

 

13. What all the following insurance policies do you have at present paid from business? 

a. Property insurance( for premises)  [    ] 

b. Life insurance [    ] 



   
 

 

c. Fire insurance [    ] 

d. Insurance  against theft  [    ] 

e. Goods in transit insurance [    ] 

f. Vehicle insurance [    ] 

 

 

14. Do you contribute towards any donations ? 

Yes [      ] No[       ] 

 

15. Under what circumstances do you give the donations? 

a) As a social responsibility [    ] 

b) Against a tax benefit [    ] 

c) Regular contribution  [    ] 

d) Legal obligation  [    ] 

 

 

16. How do you provide donations? 

a. Cash  [    ] 

b. Cheque [    ] 

c. Goods [    ] 

d. Services [    ] 

17. Did you ever contribute to the society through: 

a. Carrier guidance to 

 students [    ] 

b. Garbage management  [    ] 

c. Site cleaning [    ] 

d. Aids awareness program [    ] 

e. Other health awareness 

 program [    ] 

f. Employer/ employee blood  

donation [    ] 

g. Sponsoring cultural events [    ] 

h. Sponsoring sports events  [    ] 

i. Anti- plastic campaign [    ] 

j. Health camps for local people [    ] 

k. Promotion of arts and  

culture [    ] 

l. Employee education 

 schemes [    ] 

             m. employee children’s education [      ]

 

18. What are the services that you avail from your bankers? 

a. Loan [      ] 

b. Overdraft facility [       ] 

c. Cash credit [       ] 

d. Any other please specify 

___________________________________________________________________________ 

 

19. Do you get the feeling of being economically contributing to the society through your 

business? 

Yes [      ] No[       ] 

 

 

 



   
 

 

20. Overall I am satisfied with the business that I have been doing with this franchisor. 

a) Strongly agree  [      ] 

b) Angree   [      ] 

c) Neutral   [      ] 

d) Disagree  [      ] 

e) Strongly Disagree [      ] 



 

 

 

SECTION  VI – THEORY BASED RESPONSE  

1. Provide your opinion on the following statements that may help the researcher in 

evaluating your idea about motivation as a franchisee.  

Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

 

Sr. 

No 

STATEMENTS S

A 

A N D S

D 

1 The continuity of my contract of franchising is based on the outcome 

that I show 

     

2 My franchisor offers many monetary incentives to motivate me.      

3 My franchisor rewards me from time to time in non monetary terms.      

4 I don’t feel constrained by the agreement that binds upon me with this 

franchise unit. 

     

5 My franchisor believes in profit sharing.      

6 There has never been any conflicting issues happened between me and 

my franchisor. 

     

7 Although I am carrying forward my franchisor’s business I do it in a 

best possible way as it is also my occupation. 

     

8 I feel my franchisor trusts and believes me.      

9 My franchisor does not strictly do monitoring and policing on my 

business activities 

     

10 I abide to all terms and conditions of our agreement so that mine and 

my franchisor’s interest is well protected. 

     

11 As far as agency of this brand is concerned I am satisfied.      

 

2. Provide your opinion on the following statements that may help the researcher in 

evaluating your idea about knowledge sharing is concerned as a franchisee.  

Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

 

Sr. 

No 

STATEMENTS S

A 

A N D S

D 

1 My franchisor organizes sufficient number of seminars and conferences 

to pass on necessary updates of the business. 

     

2 All my staff has been provided with necessary job training.      

3 My franchisor regularly meets formally face to face to keep the 

information flowing both the sides. 

     

4 My franchisor regularly visits my store/ unit.      

5 Whenever my franchisor visits my store / unit he always adds value 

through his advise and/ or suggestions. 

     

6 My franchisor has provided me with clear written manuals of business 

operations. 

     

7 My ideas are well accepted by my franchisor.      

8 My ideas are well respected by my franchisor.      



 

 

9 My franchisor has all means of keeping him informrd with my business 

conduct and behavior 

     

10 Continuity of contract with this franchisor is based on my behavior with 

my franchisor. This means good the behavior, contranct will continue. 

     

11 As far as knowledge sharing is concerned, I am satisfied with all needed 

information that my franchisor provides to me. 

     

 

 

3. Provide your opinion on the following statements that may help the researcher in 

evaluating your idea about resource scarcity is concerned as a franchisee.  

       Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

 

Sr.

No 

STATEMENTS S

A 

A N D S

D 

1 I have been a source of gain to my franchisor through franchisee fee.      

2 I have been paying royalty regularly to my franchisor.      

3 I indirectly contributed to the expansion of my franchisor’s business.      

4 I have contributed towards investment in outlet through purchase of fixed 

assets. 

     

5 I have been a source through which my franchisor has conserved and 

saved upon his capital. 

     

6 Through my unit, my franchisor could establish a distribution channel.      

7 I have provided my managerial talent to my franchisor.       

8 I have been a source of local knowledge of market to my franchisor.      

9 My investment in this unit is like an ongoing capital to my franchisor.      

10 I am satisfied that my source of earnings is also a growth resource for my 

franchisor. 

     

 

 

4. Provide your opinion on the following statements that may help the researcher in 

evaluating your idea about risk sharing is concerned as a franchisee.  

Strongly Agree (SA), Agree (A) or Neutral (N), Disagree (D), Strongly Disagree (SD). 

 

Sr.

No 

STATEMENTS S

A 

A N D S

D 

1 I believe that I share a significant portion of risk with my franchisor. 

 

     

2 Since the brand is already tested and accepted in the market, the risk of 

failure is minimized. 

     

3 Because of franchising I got the opportunity of having low-cost access to 

market. 

     

4 My franchiser could share the brand confidently with me as I bear the risk 

of loss in this locality. 

     



 

 

5 If it would have been to start own brand launch, it would have been more 

riskier. 

     

6 I am satisfied with my decision to hold this business although there exists 

risk in that. 

     

7 I would recommend investing in Franchise Mode of business to my 

friends and family. 

     

 

 

 

THANK YOU VERY MUCH FOR ALL YOUR HELP AND SUPPORT. 

I WILL BE THROUGH OUT OBLIGED FOR YOUR VALUABLE TIME . 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Annexure II 

QUESTIONNAIRE FOR CUSTOMERS  

 

Dear Respondent,  

The present Questionnaire is to collect the data on comparison of franchise Business and the 

stand alone business which also is known as non franchised business as far as their performance 

in satisfying the customer is concerned. The data will be used for the purpose of analysis in a 

doctoral study titled “Evaluation of Franchise Business in the State of Goa” and not to be 

disclosed for any other purpose. Thus the confidentiality of the data is being guaranteed to the 

Respondents. 

The respondents are requested to provide the most correct opinion and response thereby ensuring 

the genuine analysis in the present research topic. 

 

SECTION I – RESPONDENT PROFILE 

 

Name ( Optional ): ___________________________________ 

 

9. Gender  

c. Male [     ] 

d. Female[     ] 

 

10. Age  

f. Below 25   [      ] 

g. 25 – Below 40 [       ] 

h. 40 – Below 55 [       ] 

i. 55 – Below 70 [       ] 

j. 70 and above [       ] 

 

11.  Educational Qualification  

g. Below SSC [     ] 

h. SSC  [     ] 

i. HSSC [     ] 

j. Graduation [     ] 

k. Post Graduation[     ] 

l. Others specify________________



 

 

       4. District –  a.  South Goa [     ] 

                    b. North Goa [     ] 

 

        5. Taluka :     ______________________                         

 

SECTION II – RESPONDENT’S RESPONSE 

 

1. Have you visited a franchise business outlet any time for your 

purchases/services? 

Yes                      No 

2. Do you find any differences between franchise outlet and stand alone 

Business? 

Yes                      No 

 

3. How far do you agree with the following facts? 

(Mark under SA for Strongly Agree, A for Agree, N for Neutral, D for Disagree and 

SD for Strongly Disagree.) 

Sr.No STATEMENTS 

 

SA A N D SD 

1 Franchised outlets are pleasant in appearance 
 

     

2 Franchised outlets are more trustable 
 

     

3 Franchised outlets are more standardized 
 

     

4 Franchised outlets prefer more variety of items that they sell 
 

     

5 Franchised outlets are more professionalised  
 

     

 

 

4. Have you visited a Food franchise outlet any time for your purchases/services? 

Yes                      No 

5. Have you visited a Consumer Goods franchise outlet any time for your 

purchases/services? 



 

 

Yes                      No 

6. Have you visited and experienced a Hotel / Accommodation franchise any time 

? 

Yes                      No 

 

7. Have you visited and experienced a franchised Health care/ Hospital any time ? 

Yes                      No 

8. Have you experienced a franchised Education / Coaching centre any time ? 

Yes                      No 

 

 

9. Which type of outlet do you prefer in case of following products/services.  

More often? 

 

Category of product 
/service 

Product / Service Franchised 
 

Stand-
alone 

 
 

Food and Beverages 

 
Burgers/fast food Centers 

  

Ice cream parlours   

Restaurants/ take aways   

Bakery, Bread & Doughnut   

Pizzas   

Coffee & Tea 
 

  

 
 
 

Consumer Goods 
 and  

services 

 
Watches / Eye glasses and 
lences 

  

Clothing / Shoes   

Bags / Purses   

Couriers & mails   

Beauty saloons & spas   

Automobile service/parts   

Investment services  
 

  

 
Learning 

 
Educational  schools /coaching 
centers 
 

  

    



 

 

Health aids Hospitals  

Gyms and fitness centers  
 

  

 
Accommodation 

 
Hotels / Lodging  
 

  

 

 

      

10. How  would you rate the franchise business outlets and Stand - Alone outlets in 

food and beverage sector  Considering your latest experience in both? ( list of 

food and beverage examples are provided in Q. No.9) 

 

 (Grade the two outlet type as per your opinion on below given factors where 10 

means highest grade and  1 means lowest one.) 

Factors to be graded Franchised 
Unit 

( 1 to 10) 

Stand- Alone  
Unit   

 ( 1 to 10) 

33) Quality of the product   

34) Variety of items sold   

35) Quantity in the item sold   

36) Newness/novelty/ uniqueness   

37) Standardization in quantity   

38) Price reasonability of items (Affordability)   

39) Presentation of items sold   

40) Special offers   

41) Seasonal offers   

42) Freshness of the items sold   

43) Hygiene in the stores   

44) Looks of store   

45) Service promptness   

46) Service quality   

47) Attitude of employees in store   

48) Knowledge of employees on products sold   

49) Clarity in menu   

50) Waiting time comfort   

51) Professionalism of servers/staff   

52) Friendliness of servers/staff   

53) Location of the store   

54) Home delivery    

55) Returns Policy   

56) Customer Complaints resolving    



 

 

57) Convenience of store location   

58) Personal attention to customers   

59) Staff willingness to help customers   

60) Interiors / physical appearance in store   

61) Appearance of the staff   

62) Customer care    

63) Perfection in billing    

64) Customer care    

65) Payment option    

66) Sale on credit    

67) Availability of product when demanded   

68) Help upon queries asked by customers   

69) Grievance mechanism   

70) Brand image    

71) Overall Satisfaction with the outlet   

11. How  would you rate the franchise business outlets and Stand - Alone outlets in 

Consumer Goods sector  Considering your latest experience in both? ( list of 

Consumer Goods examples are clothes, shoes, bags, purses, eye glasses, 

watches etc.) 

(Grade the two outlet type as per your opinion on below given factors where 10 

means highest grade and 1 means lowest one.) 

Factors to be graded Franchised 
Unit 

( 1 to 10) 

Stand- Alone  
Unit   

 ( 1 to 10) 

32) Quality of the product   

33) Variety of items sold   

34) Quantity in the item sold   

35) Newness/novelty/ uniqueness   

36) Standardization in quantity/ quality   

37) Price reasonability of items (Affordability)   

38) Presentation of items sold   

39) Special offers   

40) Seasonal offers   

41) Design uniqueness of the product   

42) Cleanliness  in the stores   

43) Interiors and appearance of store   

44) Service promptness of the staff    

45) Staff approach    

46) Display factor    

47) Knowledge of employees on products sold   

48) Over the counter Waiting time comfort   

49) Professionalism of servers/staff   

50) Friendliness of servers/staff   

51) Home delivery    



 

 

52) Returns Policy   

53) Customer Complaints    

54) Convenience of store location   

55) Personal attention to customers   

56) Staff willingness to help customers   

57) Perfection in billing    

58) Appearance of the staff   

59) Customer care    

60) Payment option    

61) Sale on credit    

62) Availability of product when demanded   

63) Help upon queries asked by customers   

64) Grievance mechanism   

65) Brand image    

66) Help in making product choice   

67) Overall satisfaction with the store/ unit   

 

12. How  would you rate the franchise business outlets and Stand - Alone outlets in 

Consumer service sector  Considering your latest experience in both? ( list of 

Consumer services are beauty and saloon, Spas, Couriers and mail, etc.) 

(Grade the two outlet type as per your opinion on below given factors where 10 

means highest grade and 1 means lowest one.) 

Factors to be graded Franchised 
Unit 

( 1 to 10) 

Stand- Alone  
Unit   

 ( 1 to 10) 

28) Specialization offered by the store   

29) Standardization of the service at all times   

30) Expertise of the staff over the service    

31) Newness/novelty/ uniqueness   

32) Service Quality   

33) Price reasonability of items (Affordability)   

34) Quality of the sitting place   

35) Special offers/ packages offered   

36) Seasonal offers   

37) Trust upon the service providers   

38) Cleanliness  in the stores   

39) Interiors and appearance of store   

40) Service promptness of the staff    

41) Staff approach    

42) Reliability on service delivery    

43) Availability of the demanded service   

44) Over the counter Waiting time comfort   

45) Professionalism of servers/staff   



 

 

46) Friendliness of servers/staff   

47) Customer Complaints    

48) Convenience of store location   

49) Personal attention to customers   

50) Staff willingness to help customers   

51) Perfection in billing    

52) Appearance of the staff   

53) Customer care    

54) Payment option    

55) Service on credit    

56) Help upon queries asked by customers   

57) Grievance mechanism   

58) Brand image    

59) Help in making service choice   

60) Overall satisfaction with the service centre   

                                                                                          

 

 

13. How would you rate the franchise business outlets and Stand - Alone outlets in 

Hotels / Lodging and Accommodation service sector considering your latest 

experience in both?  

(Grade the two outlet type as per your opinion on below given factors where 10 

means highest grade and 1 means lowest one.) 

Factors to be graded Franchised 
Unit 

( 1 to 10) 

Stand- Alone  
Unit   

 ( 1 to 10) 

32) Standardization of the service at all times   

33) Newness/novelty/ uniqueness   

34) Service Quality   

35) Price reasonability (Affordability)   

36) Special offers/ packages offered   

37) Seasonal offers   

38) Trust upon the service providers   

39) Cleanliness  and hygiene    

40) Interiors and appearance of rooms    

41) Interiors in the lobby / open spaces   

42) Service promptness of the staff    

43) Staff approach    

44) Availability of the demanded service   

45) Over the counter Waiting time comfort   

46) Professionalism of staff   

47) Friendliness of staff   



 

 

48) Customer Complaints    

49) Convenience of hotel location   

50) Personal attention to customers   

51) Staff willingness to help customers   

52) Perfection in billing    

53) Appearance of the staff   

54) Customer care    

55) Payment options    

56) Ease of reservations and other formalities   

57) Help upon queries asked by customers   

58) Grievance mechanism   

59) Brand image    

60) Physical facilities made available   

61) Quality of room service   

62) Daily cleanliness maintained in room   

63) Space in the room   

64) Privacy    

65) Overall satisfaction with the service     

 

 

 

 

14. How would you rate the franchise business outlets and Stand - Alone outlets in 

Education/ coaching centres considering your latest experience in both?  

(Grade the two outlet type as per your opinion on below given factors where 10 

means highest grade and 1 means lowest one.) 

Factors to be graded Franchised 
Unit 

( 1 to 10) 

Stand- Alone  
Unit   

 ( 1 to 10) 

23) Standardization of the teaching service    

24) Newness/novelty/ uniqueness   

25) Teaching  Quality   

26) Fees  reasonability (Affordability)   

27) Trust upon the service providers   

28) Cleanliness  and hygiene    

29) Interiors and appearance of place    

30) Safety of playgrounds / open spaces   

31) Staff level of knowledge and skills    

32) Professionalism of staff   

33) Friendliness of staff   

34) Customer Complaints    

35) Convenience of location   



 

 

36) Personal attention to children/ students   

37) Staff willingness to guide students   

38) Appearance of the staff   

39) Ease of admissions and other formalities   

40) Help upon queries asked by customers   

41) Grievance mechanism   

42) Brand image    

43) Physical facilities made available   

44) Quality of learning material   

45) Teaching methods   

46) Student development   

47) Overall satisfaction with the institute   

 

 

THANK YOU VERY MUCH FOR ALL YOUR HELP AND SUPPORT. 

I WILL BE THROUGH OUT OBLIGED FOR YOUR VALUABLE TIME. 

 

 

 

 

 


