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Abstract Although franchising scholars largely acknowledge that franchisees may
behave like entrepreneurs, little is known about whether and why franchisees differ
in their entrepreneurial behaviors. Franchisees are semi-autonomous entrepreneurs
running geographically dispersed units within established organizations. We therefore
use corporate entrepreneurship (CE) literature to define and measure franchisee entre-
preneurial behavior, and we build on an entrepreneurial motivation framework to
develop an integrative set of hypotheses that explain differences in franchisee entre-
preneurial behavior. We test these hypotheses using survey data on 119 franchisees
within a single Dutch franchise system. Our results show that the extent of franchisee
entrepreneurial behavior varies considerably, even within a single franchise system.
The differences in franchisees’ entrepreneurial behaviors can be explained by differ-
ences in franchisees’ intrinsic goals, relational satisfaction and local competition.

Keywords Franchising . Franchisee entrepreneurial behavior . Corporate
entrepreneurship (CE) . Entrepreneurial motivation framework

Introduction

In the past decades, franchising literature has largely acknowledged that franchisees
may initiate renewal in their units (Grünhagen et al. 2013). Typical examples of such
entrepreneurial behaviors are the introduction of new products or services (e.g. the
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Filet-O-Fish at McDonald’s, Gillis and Combs 2009), new organizing methods (e.g. a
new pepperoni placement procedure in a pizza system, Darr et al. 1995), or targeting
new customer groups (e.g. Merrilees and Frazer 2006). Similarly, entrepreneurship
literature is recognizing more and more that – although they are to a certain extent
bound to the rules and regulations of their franchisor – franchisees can behave
entrepreneurially (Ketchen et al. 2011). However, little is known about to what extent
and why franchisees differ in their entrepreneurial behaviors. The main objective of this
study is to contribute to a better understanding of these differences.

Business format franchising is an increasingly important form of entrepreneurial
wealth creation in which franchisees pay for the right to use a franchisor’s business
format in running their businesses and agree to conform to the franchisor’s standards
(Dada and Watson 2013; Davies et al. 2011). In many countries, franchising accounts
for a major share of business; for example, it comprises about 40, 52 and 32 % of
retailing sales in respectively the USA, Australia and Germany (Dant et al. 2011).

The economic importance of franchising is reflected in a large number of academic
studies (for recent reviews see Combs et al. 2011a and 2011b; Gillis and
Castrogiovanni 2012). In recent years, researchers have increasingly investigated
franchisees’ perceptions and attitudes (e.g. DiPietro et al. 2008; Grünhagen et al.
2008), and they have explained differences in specific franchisee behaviors, such as
non-compliant or free riding behaviors (Davies et al. 2011; Kidwell et al. 2007; Winsor
et al. 2012). Given the economic impact of the franchising industry, it is highly relevant
to understand such franchisee behavior since franchisees form an important ingredient
of franchise system success (Dada et al. 2012; Michael and Combs 2008).

The question whether franchisees can behave entrepreneurially is an important topic
in entrepreneurship and franchising literature (see Dada et al. 2012 and Ketchen et al.
2011 for discussions). A recent survey among 38 entrepreneurship scholars by Ketchen
et al. (2011) shows that a small majority of entrepreneurship scholars (52,6 %) assumes
that franchisees may engage in entrepreneurial behavior, although not every franchisee
will do so. Among franchising scholars, the idea that franchisees can behave entrepre-
neurially seems to be generally accepted (e.g. Bradach 1998; Dada et al. 2012; Dada and
Watson 2013; Grünhagen et al. 2013; Kaufmann and Dant 1998). The core arguments of
these franchising scholars are twofold. First, franchisees generally have an inclination to
engage in entrepreneurial behavior due to their residual claimant status that motivates
them to maximize their own unit performance (e.g. Castrogiovanni and Kidwell 2010;
Gillis and Castrogiovanni 2012; Sorenson and Sørensen 2001). Second, franchisees also
have room to engage in entrepreneurial behavior in their units, although the exact room
for entrepreneurial behavior depends on their franchise systems’ standardization levels
(Dada and Watson 2013; Kaufmann and Eroglu 1998; Pizanti and Lerner 2003).
Nevertheless, even in highly standardized systems, franchisees still have some room
to behave entrepreneurially because contracts can never anticipate all potential contin-
gencies, extensive franchisee monitoring and control is costly, and franchisors may not
always enforce obligations (e.g. Clarkin and Rosa 2005; Dant and Gundlach 1998; Phan
et al. 1996). Extant research on franchisee entrepreneurship is merely of a conceptual
nature and does not so much look at the entrepreneurial behavior per se, but focuses on
how system-level outcomes may be affected by franchisee entrepreneurial behavior (e.g.
Bradach 1998; Grünhagen et al. 2013; Kaufmann and Eroglu 1998). Notable exceptions
are the studies of Phan et al. (1996) and Dada et al. (2012) who both study a limited set
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of antecedents of franchisee entrepreneurial behavior. Phan et al. (1996) look at the
influence of the franchisor on franchisees’ entrepreneurial growth strategies, whereas
Dada et al. (2012) propose that franchisee characteristics, such as relational and infor-
mational capital, and franchise system characteristics, including intra-system competi-
tion, affect franchisee entrepreneurial behavior.

We conclude that there is still a strong lack of integrative empirical knowledge on
antecedents of franchisee entrepreneurial behavior. Considering the strong relationship
between franchisee behavior and franchise system performance and the economic
impact of franchising, this literature gap is an important one. Our study’s contribution
is thus to extend the franchising and entrepreneurship literature by developing integra-
tive theoretical and empirical knowledge on franchisee entrepreneurial behavior. More
specifically, we study the antecedents of franchisee entrepreneurial behavior within one
single franchise system; this way we can exclude influences of organizational context
(e.g. standardization levels or incentive structures) that have been discussed in other
studies (e.g. Pizanti and Lerner 2003; Sorenson and Sørensen 2001). We build on,
integrate, and extend corporate entrepreneurship (CE) literature – a literature stream
that has only recently been applied to franchising contexts. Two streams within CE
literature are particularly relevant for this study. The first one is the CE literature
explaining entrepreneurial behavior of individuals within established organizations
(e.g. Kuratko et al. 2005a, b; De Clercq et al. 2011), while the second stream explains
entrepreneurial behavior of subsidiaries or units within established organizations (e.g.
Birkinshaw 1999; Birkinshaw et al. 1998).

The first stream points at the importance of entrepreneurial motivation in explaining
entrepreneurial behaviors (De Clercq et al. 2011; Kuratko et al. 2005a and 2005b). We
build on this stream by adopting the ‘motivation framework’ of De Clercq et al. (2011)
and translating it to a franchising context. Moreover, we extend this entrepreneurial
motivation framework by integrating it with an environmental determinism perspective
(cf. Birkinshaw et al. 1998). This perspective plays an important role in our second CE
stream on subsidiary entrepreneurial behavior (e.g. Birkinshaw et al. 1998; Birkinshaw
1999; Verbeke et al. 2007). In summary, our study contributes to both theory and
practice by combining motivational and environmental perspectives that stem from
separate streams within the CE literature and apply it to an empirical domain that is
relevant both from an economic and theoretical point of view.

Literature review and hypothesis development

Theoretical background

Franchisees form a special type of ‘quasi-independent’ or ‘semi-autonomous’ entre-
preneur (Dada et al. 2012; Davies et al. 2011; Kidwell et al. 2007). Franchisees are
legally independent entrepreneurs because they take the risk of investing capital in their
units’ assets, they are their units’ residual claimants, and they generally enjoy some
decision rights (Grünhagen et al. 2013; Ketchen et al. 2011; Sorenson and Sørensen
2001). However, franchisees closely resemble corporate entrepreneurs because they
receive strategic and managerial support from their franchisors in the form of a
standardized business format (Kaufmann and Dant 1998).
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Franchisees are individual entrepreneurs that have to deal with a ‘parent organiza-
tion’ that determines the room for pursuing local entrepreneurial opportunities in their
units (cf. Kuratko et al. 2005a; Phan et al. 2009). For this reason, we build on CE
literature explaining entrepreneurial behaviors of individuals within established orga-
nizations (e.g. Belousova and Gailly 2013; Hornsby et al. 2009; Kuratko et al. 2005a
and 2005b). Additionally, a core characteristic of franchised units is that they are
geographically dispersed (Castrogiovanni and Justis 1998), which means that each unit
faces different local circumstances. For this reason, we also build on CE literature
explaining entrepreneurial behavior at geographically dispersed subsidiaries or units
within established (multinational) organizations (e.g. Birkinshaw 1999; Verbeke and
Yuan 2013). It is important to combine both CE streams because franchisees are
typically individuals that run their own units within an established franchise system,
and these units are by definition geographically dispersed.

The remainder of this section builds on the abovementioned CE streams to define
entrepreneurial franchisee behavior and to develop an integrative set of hypotheses.

Defining entrepreneurial franchisee behavior

Even though numerous franchising studies have argued that franchisees can engage in
entrepreneurial behavior; only very few studies have explicitly measured such behavior
(Phan et al. 1996 and Dada et al. 2012 are exceptions). Moreover, despite the recent
expansion of CE research, there is still ambiguity on the definitions of CE as a firm
strategy and of entrepreneurial behaviors in CE contexts (Kuratko and Audretsch
2013).

In their overview of CE definitions, Sharma and Chrisman (1999) argue that
entrepreneurial behavior encompasses all acts of new venture creation (either by
independent or corporate entrepreneurs), and renewal or innovation at established
organizations. Innovation is a subset of renewal (Sharma and Chrisman 1999;
Stopford and Baden-Fuller 1994): renewal refers to a departure from predominant
strategic and structural patterns and may only be new to the organization
introducing it, whereas innovation refers to renewal activities that are not only
new to the organization but that are also new to the industry. We define
entrepreneurial franchisee behaviors as renewal activities that franchisees pro-
actively initiate in their own units while operating under their franchisor’s
business format. Since renewal and venturing are fundamentally different activ-
ities (Verbeke et al. 2007), we exclude franchisees’ venturing activities and
focus only on franchisees’ renewal activities.

Entrepreneurial behaviors of individuals or units can take place in different domains
(Kuratko and Audretsch 2013). However, the CE literature has generally used broad
conceptualizations and/or measures, such as the number of new ideas implemented by
managers (Hornsby et al. 2009), the number of unofficial improvements by managers
(Kuratko et al. 2005b), or initiatives that directly and intentionally affect a subsidiary’s
existing business (Verbeke et al. 2007). Hornsby et al. (2009) recommend to refine
measures for entrepreneurial behavior by acknowledging that renewal can take place in
different domains, such as new goods or services, or new administrative systems. We
follow that suggestion and build on the classification of four domains in which
entrepreneurial opportunities can be found (Eckhardt and Shane 2003; Ireland et al.
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2009; Shane and Venkataraman 2000): goods and services, supply of raw materials,
organizing methods, and markets. Since we focus on a retail franchise system selling
goods to final consumers, we slightly adapted these four domains and distinguish the
following four domains in which franchisees can proactively initiate renewal in their
units: offering new goods and services, adding new suppliers (being the retail equiv-
alent of the supply of raw materials), improving organizing methods, and targeting new
markets in the form of new customer groups.

Towards an integrative set of hypotheses

The aforementioned two CE streams distinguish different types of antecedents to
explain entrepreneurial behavior within established organizations. The CE stream
explaining individuals’ entrepreneurial behavior generally distinguishes two types of
antecedents. First, it largely focuses on the corporate contexts in which individuals
operate to explain these individuals’ entrepreneurial behavior, for example on the basis
of the so-called ‘Corporate Entrepreneurship Assessment Instrument’ (e.g. Kuratko
et al. 2005a and b; Hornsby et al. 2009). Second, this CE stream studies the impact of
individual characteristics, with individuals’ entrepreneurial motivation as a core ante-
cedent of entrepreneurial efforts (Carrier 1996; De Clercq et al. 2011; Kuratko et al.
2005a and 2005b; Naffziger et al. 1994).

The CE stream explaining subsidiaries’ entrepreneurial behavior typically includes
three types of antecedents (Birkinshaw et al. 1998; Birkinshaw 1999; Verbeke et al.
2007). However, it is important to note that the naming and grouping of these
antecedents and the theoretical perspectives from which these are derived are not fully
consistent across studies (as noted by Verbeke et al. 2007). First, this CE stream builds
on a so-called ‘head office assignment’ perspective and includes characteristics of the
corporate context, such as subsidiary autonomy (Birkinshaw et al. 1998; Birkinshaw
1999). Second, this stream adopts a ‘subsidiary choice’ perspective, by including the
aspirations of subsidiary management (Birkinshaw 1999; Verbeke and Yuan 2013), in
explaining subsidiaries’ entrepreneurial behaviors. Third, given that subsidiaries are
geographically dispersed, this CE stream uses an ‘environmental determinism perspec-
tive’ to include characteristics of the subsidiaries’ local environments as antecedents of
these subsidiaries’ entrepreneurial behaviors (Birkinshaw et al. 1998; Verbeke and
Yuan 2013).

Since we aim to explain differences in franchisee entrepreneurial behavior within a
single franchise system, we control for characteristics of the franchisee’s corporate
context. We assume that franchisees within the same franchise system demonstrate little
variation in their perceptions of their corporate context. This variation would become
much higher when comparing multiple franchise systems. So, instead of looking at
characteristics at the system (cf. corporate) level, we focus on the franchisees’ individ-
ual and unit characteristics in explaining differences in their entrepreneurial motiva-
tions. More specifically, since entrepreneurial motivation is considered a core anteced-
ent of entrepreneurial behaviors, we build on the entrepreneurial motivation framework
of De Clercq et al. (2011). This framework is largely derived from expectancy theory
(e.g. Vroom 1964) and proposes that motivations consist of individuals’ valence,
satisfaction and expectancy considerations, and these three considerations in turn affect
individuals’ entrepreneurial initiatives within their organizations.
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First, the valence considerations relate to individuals’ goals, and it is assumed that
individuals are more likely to engage in entrepreneurial behaviors when they believe
these behaviors result in specific rewards that fulfill their goals (De Clercq et al. 2011;
Kuratko et al. 1997). For this reason, it is often argued that reward systems encourage
individuals to engage in entrepreneurial behavior (Hornsby et al. 2009; Kuratko et al.
2005b). De Clercq et al. (2011) focus on extrinsic goals (e.g. monetary benefits) as an
important valence consideration, whereas others (e.g. Hornsby et al. 2009; Kuratko
et al. 2005a and b) point at the importance of individuals’ extrinsic and intrinsic goals.
In our hypotheses, we include not only the franchisee’s extrinsic and intrinsic goals, but
also the franchisee’s desire for autonomy (cf. Kuratko et al. 1997). Our approach thus
extends De Clercq et al.’s entrepreneurial motivation framework by assuming that
valence considerations may be multidimensional.

Second, an individual’s satisfaction consideration refers to this individual’s satisfac-
tion with its situation, and several studies have considered satisfaction a motivational
factor affecting entrepreneurial behavior (De Clercq et al. 2011; Huff et al. 1992;
Kuratko et al. 2005b; Verbeke et al. 2007). However, studies have argued for or found
both positive effects (Kuratko et al. 2005a, b) and negative effects (De Clercq et al.
2011; Huff et al. 1992). These differences can be explained by the fact that these studies
have implicitly looked at different dimensions of satisfaction. For this reason, we
distinguish between two forms of franchisee satisfaction in our own hypotheses: the
franchisee’s satisfaction with the franchisor and its business format (cf. Davies et al.
2011; Morrison 1996; Spinelli and Birley 1996), and the franchisee’s satisfaction with
its own unit’s performance (cf. Davies et al. 2011). We refer to these forms as relational
satisfaction and economic satisfaction. This distinction is important because a franchi-
sor’s activities may enhance a franchisee’s economic satisfaction while undermining
this franchisee’s relational satisfaction, or vice versa (cf. Geyskens and Steenkamp
2000). Our approach thus extends the entrepreneurial motivation framework of De
Clercq et al. (2011) by considering multiple dimensions of satisfaction.

Finally, the expectancy consideration or ‘success expectancy’ is the third factor in
the entrepreneurial motivation framework of De Clercq et al. (2011). This consideration
refers to an individual’s expectation that its entrepreneurial behaviors will benefit the
organization in which it operates. However, as we pointed out earlier, franchisees are
residual claimants for their own units, and a common assumption is that franchisees are
likely to be more interested in the benefits for their own local units rather than the
benefits for the franchise system as a whole (Gillis and Castrogiovanni 2012). We thus
argue that franchisees will rather take into account their local business contexts in their
expectancy considerations, and ultimately in their entrepreneurial behaviors. In doing
so, we complement the motivational framework of De Clercq et al. (2011) with an
environmental determinism perspective, which has been used in the CE stream
explaining subsidaries’ entrepreneurial behavior by including local business context
as an important antecedent (Birkinshaw et al. 1998; Birkinshaw 1999; Verbeke et al.
2007). Their reasoning is that subsidiary managers in dynamic environments are more
likely to engage in entrepreneurial behavior because they expect this to be required for
their subsidiaries to remain competitive. Translated to a franchising context, we
propose that the dynamism in a franchisee’s local business context affects this franchi-
see’s success expectancy and hence its decision to engage in entrepreneurial behavior
or not. We focus on the franchisee’s local competition and the type of unit location as
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characteristics of the local business environment. A relatively small number of fran-
chising studies has so far pointed at the relevance of the franchisee’s local context in
understanding franchisee perceptions, attitudes and behaviors (e.g. Dant and Gundlach
1998; Kidwell et al. 2007), and our study thus extends the franchising literature by
explicitly including this local context.

The above arguments lead to three groups of antecedents of entrepreneurial fran-
chisee behavior on the basis of our extension of De Clercq et al.’s motivation frame-
work (Fig. 1): (a) the franchisee’s entrepreneurial goals (b) the franchisee’s satisfaction
with its franchise context, and (c) the franchisee’s local business context. We will now
discuss each antecedent in more detail and develop an integrative set of hypotheses on
their effects on franchisee entrepreneurial behavior.

The franchisee’s entrepreneurial goals

Intrinsic and extrinsic goals Even though the motivational framework of De Clercq
et al. (2011) only focuses on extrinsic goals, a widely-used classification of entrepre-
neurial goals distinguishes between intrinsic and extrinsic goals (Carsrud and
Brännback 2011; Kuratko et al. 1997 and 2005a). More specifically, individuals are
motivated to behave entrepreneurially because they expect intrinsic or extrinsic rewards
(Carrier 1996; Hornsby et al. 2009; Kuratko et al. 2005a, b). Intrinsic goals refer to the
value or importance that a person attaches to psychological or non-monetary rewards,
such as personal growth and feeling challenged, whereas extrinsic goals concern a
person’s interest in the monetary or tangible rewards which result from the financial
performance of the firm (Kuratko et al. 1997). Although some studies have considered
intrinsic and extrinsic goals as a dichotomy, recent research shows that people can value
both intrinsic and extrinsic rewards simultaneously (Carsrud and Brännback 2011;
Hornsby et al. 2009; Kuratko et al. 1997).

Research has generally argued for a positive effect of both a person’s intrinsic and
extrinsic goals on entrepreneurial behavior (Carrier 1996; Kuratko et al. 1997;
Shepherd and DeTienne 2005). Translated to a franchising context, we hypothesize
that franchisees with high intrinsic goals will be inclined to engage in entrepreneurial
behavior because such behavior provides them with psychological or non-monetary
rewards, whereas franchisees with high extrinsic goals will be inclined to act

Fig. 1 Conceptual model of the antecedents of entrepreneurial franchisee behavior
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entrepreneurially because they expect to increase their units’ financial performance.
This leads to the following hypotheses:

H1a Franchisees with high intrinsic goals engage more in entrepreneurial behavior.
H1b Franchisees with high extrinsic goals engage more in entrepreneurial behavior.

Desire for autonomy Besides being motivated by rewards, entrepreneurs may be
influenced by other motives (Kuratko et al. 1997; Shane et al. 2003). Desire for
autonomy refers to a person’s desire for an independent spirit and freedom of action,
and it is an important antecedent of entrepreneurial behavior in different contexts
(Carrier 1996; Kuratko et al. 1997; Shane et al. 2003). CE literature explaining
individuals’ entrepreneurial behavior also recognizes the importance of individuals’
desire for autonomy by including the level of autonomy or work discretion as an
important element of the corporate context (Hornsby et al. 2002; Kuratko et al. 2005b).

The franchising literature argues that franchisees may have a strong desire for
autonomy because franchises are often sold on the platform of being your own boss
and attracts individuals with self-employment histories (Dada and Watson 2013; Dant
and Gundlach 1998). Moreover, franchisees within the same franchise system may
differ in their desire for autonomy (Cochet et al. 2008; Dant and Gundlach 1998), and
thus in their entrepreneurial behavior. We define a franchisee’s desire for autonomy as
the franchisee’s extent of preference to work independently without too much involve-
ment of the franchisor (Dant and Gundlach 1998). We hypothesize that franchisees that
prefer to work independently from their franchisor are more likely to engage in
entrepreneurial behavior in their own units because it provides them with a feeling of
independence:

H2 Franchisees with a high desire for autonomy engage more in entrepreneurial
behavior.

The franchisee’s satisfaction

Relational satisfaction Some CE studies argue that relationship quality between a
‘corporate entrepreneur’ and its ‘parent’ positively impacts the entrepreneur’s entrepre-
neurial behavior because the parent may grant the entrepreneur more entrepreneurial
freedom as a result of the goodwill and trust in the relationship (e.g. Birkinshaw 1999;
Verbeke et al. 2007). However, we focus on the entrepreneur’s (cf. franchisee’s)
satisfaction rather than the parent’s satisfaction because their perceptions may differ,
and the entrepreneur’s satisfaction is more likely to directly affect the entrepreneur’s
behaviors. Using the entrepreneur’s perspective, a high level of social satisfaction
means that the entrepreneur feels that its values, beliefs and norms of behavior
converge with those of its parent (cf. Birkinshaw 1999). Following the more general
reasoning of De Clercq et al. (2011), such convergence leads to fewer entrepreneurial
behaviors because the corporate entrepreneur does not feel the need to change the
situation. Additionally, an important difference between a corporate context and a
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franchising context is that the competitive advantage of a franchise system lies in its
replication strategy in which some level of standardization is necessary (Kaufmann and
Eroglu 1998). If a franchisee is satisfied about the relation with the franchisor it will be
reluctant to demonstrate entrepreneurial behavior since such behavior may erode the
competitive position of the whole system (cf. Davies et al. 2011; Kidwell et al. 2007).

A final consideration is that, in a franchising context, franchisees expect to receive
support from their franchisors in the form of strategies, policies and procedures that are
reflected in the business format (Kaufmann and Dant 1998). However, they may feel
that the franchisor is not willing and/or competent to deliver the support needed and
may not meet the relational expectations (Davies et al. 2011; Grünhagen et al. 2008;
Spinelli and Birley 1996). More specifically, Davies et al. (2011) observed that
franchisees with low levels of trust in their franchisors’ integrity and competence are
more likely to rely on their own entrepreneurial skills and efforts. Additionally,
Croonen and Brand (2010) discuss examples where franchisees were dissatisfied with
their franchisor’s support and felt that the franchisor did not really solve the problems,
leading to franchisee entrepreneurial initiatives. This results in the following
hypothesis:

H3 Franchisees with low relational satisfaction engage more in entrepreneurial
behavior.

Economic satisfaction Some CE studies argue that individuals will behave entrepre-
neurially when they expect that their efforts will affect economic performance (e.g.
Kuratko et al. 2005a). Since the franchise relationship is a business relationship,
economic outcomes are an important aspect of franchisee satisfaction (cf. Davies
et al. 2011; Geyskens and Steenkamp 2000). Franchisees may be disappointed by their
units’ financial performance, and they may therefore engage in entrepreneurial behavior
to improve their units’ performance (cf. Dant and Gundlach 1998; Kaufmann and
Eroglu 1998). This is in line with the argument of De Clercq et al. (2011) that
individuals engage in entrepreneurial behavior when performance is below a certain
threshold. If the franchisee is satisfied about the economic outcomes of the relationship,
the reasoning is similar to that relating to relational satisfaction; the satisfied franchisee
will be reluctant to take actions that damage the level of standardization and will
indirectly erode the competitive advantage of the franchise system. This leads to the
following hypothesis:

H4 Franchisees with low economic satisfaction engage more in entrepreneurial
behavior.

The franchisee’s local business context

Local competition Several CE studies point at local competition as an important
antecedent of subsidiaries’ entrepreneurial behavior with the argument that high local
competition results in dynamism and thus a higher likelihood that a subsidiary’s
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competitive advantages will become obsolete (Birkinshaw et al. 1998; Birkinshaw
1999; Verbeke et al. 2007). As a result, it is argued that subsidiary managers engage
in entrepreneurial behaviors because they expect that such behaviors are beneficial to
their units in such dynamic circumstances. Following a similar line of reasoning,
franchisees that are confronted with high levels of local competition and that perceive
a (threat of) diminished revenue flows are likely to put more effort into their stores and
to seek supplementary earnings from alternative sources of income to increase or
safeguard unit success (Dant and Gundlach 1998; Kidwell et al. 2007). In other words,
strong local competition likely results in more entrepreneurial franchisee behavior. This
leads to the following hypothesis:

H5 Franchisees that experience a high level of local competition engage more in
entrepreneurial behavior.

Unit location Dynamism in a local business environment may also result from de-
manding or non-loyal customers, and such customers may cause unit managers to
behave more entrepreneurially in an attempt to satisfy customer needs (Birkinshaw
1999; Birkinshaw et al. 1998). In a retail context – in which our focal franchise system
operates - specific types of retail units at specific locations serve customers with
specific shopping demands (Campo and Gijsbrechts 2004; Kidwell et al. 2007). For
many franchise systems (including our focal system), a primary choice exists between
urban and rural locations. In urban locations, customers usually have many local
shopping alternatives, and a less personal relationship with the shop owner and/or shop
personnel than in rural areas (Noble et al. 2006). Franchisees may thus find a relatively
small share of loyal customers in urban areas (Kidwell et al. 2007), and this may
stimulate them to act more entrepreneurially in order to meet the needs of their
customers and/or to attract new customers. This leads to:

H6 Franchisees in urban areas will engage more in entrepreneurial behavior than
franchisees in rural areas.

Methods

Sample and data collection procedure

We collected data within one franchise system to control for industry and franchise
system differences. With 232 franchisees owning 258 units, the focal system is a
relatively large retailing franchise system in the Netherlands. The system has a medium
to high standardization level, where the franchisees have at least some room to engage
in entrepreneurial behaviors in each of our four entrepreneurial domains. The focal
system has no company-owned units and - like many other Dutch retail franchise
systems - has only a few multi-unit franchisees owning two or three units (13 % of the
respondents). The influence of multi-unit franchisees in the dataset is thus minimal;
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however, we included it in the analyses as a control variable. In case a franchisee has
multiple units we asked to answer the questions for the unit that the franchisee
considered as most important.

We collected the data through a web-based questionnaire (administered by our
university) among all franchisees in the summer of 2009. With a total of 119 franchisee
respondents, the response percentage is 51. To assess non-response bias, we did a non-
response analysis comparing early and late respondents (Armstrong and Overton
1977). After grouping the respondents in three groups (early, average and late respon-
dents), t-tests on all variables in our analyses showed no significant differences between
early and late respondents. This confirms that there is no reason to expect serious non-
response biases to be present in our data. As an additional check, we compared the
respondents with the non-responding franchisees in terms of floor area. The results
show that larger units are slightly overrepresented. However, since this variable still
shows considerable variation - with the largest unit in the sample being five times larger
than the smallest one -, we do not consider this overrepresentation as a problem.

Measures

Table 1 provides an overview of the psychometric scale properties, sample items, and
original sources for all our measures. We developed our own measure for entrepre-
neurial franchisee behavior since there are no validated measures available for entre-
preneurial franchisee behavior as we conceptualize it. Moreover, as pointed out earlier,
CE studies generally use measures that are too broad for our purposes. To warrant the
content validity of our measure, we used the four domains that multiple entrepreneur-
ship researchers have specified in their conceptual articles (Eckhardt and Shane 2003;
Ireland et al. 2009; Shane and Venkataraman 2000). As pointed out earlier, we define
franchisee entrepreneurial behavior as renewal activities that franchisees proactively
initiate in their units in four domains: new goods or services, new suppliers, new
organization methods and new customer groups. The CE studies with broad entrepre-
neurial behavior measures (e.g. Hornsby et al. 2009; Kuratko et al. 2005b) asked their
respondents to indicate the frequency with which they engaged in entrepreneurial
behaviors, and we followed this approach by asking the franchisees to what extent
they agreed with four statements on the frequency with which they initiate renewal on
the four domains.

Having developed this set of items, we pilot-tested the instrument with a
separate sample of 68 franchisees from a Dutch specialized food chain to obtain
preliminary evidence of the validity of our approach. The construct reliability
was very satisfying (Cronbach’s alpha 0.78, no improvement if single items
were deleted). Building on these results, we maintained the initial construct and
applied it in the present study.

For our measures regarding the antecedents, we used established literature sources
that already tested the measures in terms of reliability and validity (e.g. Dant and
Gundlach 1998; Kuratko et al. 1997; Lee 1999). Where necessary, we used adapted
wording to fit our franchise context. Only for relational satisfaction we developed our
own measure distinguishing between three dimensions. This approach is similar to the
studies of Li and Dant (1997) and Grace and Weaven (2011) in which they measure the
franchisees’ overall perceptions of their franchisors and franchise relationships. Li and
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Table 1 Overview of the measurement characteristics of the research variables

Construct Sample items Cronbach’s
alpha

Entrepreneurial
behavior

Agreement with the following four statements (five-point Likert
scale, 1=strongly disagree to 5=strongly agree) (cf. Eckhardt
and Shane 2003; Ireland et al. 2009; Shane and
Venkataraman 2000): I often…:

1) Introduce new goods or services
2) Improve organizing methods
3) Add new suppliers
4) Target new customer groups

.71

Intrinsic goals Importance that franchisees attached to the following three goals
(1=not very important to 5=very important) (cf. Kuratko
et al. 1997):

1) Meeting the challenge
2) Personal growth
3) To prove I can do it

.71

Extrinsic goals Importance that franchisees attached to the following four goals
(1=not very important to 5=very important) (cf. Kuratko
et al. 1997):

1) To acquire personal wealth
2) To increase my personal income
3) To secure my future
4) To make a lot of money

.63

Desire for autonomy Agreement with the following three statements (five-point Likert
scale, 1=strongly disagree to 5=strongly agree) (cf. Dant and
Gundlach 1998 for items 1 and 2):

1) I prefer to receive a lot of guidance from my franchisor (reversed)
2) I prefer to consult my franchisor in planning my operations

(reversed)
3) I do not appreciate it when the franchisor interferes with my store

.68

Relational satisfaction Satisfaction on the following elements (1=very low, 10=very high)
1) The franchisor
2) The business format
3) The franchise offering as a whole

.86

Economic satisfaction Franchisees had to indicate to what extent they agree with the
following four statements (five-point Likert scale, 1=strongly
disagree to 5=strongly agree) (cf. Dant and Gundlach 1998;
Lee 1999):

1) Overall, I would rate my franchise as successful
2) I am satisfied with my growth in revenue and profit
3) I have been very successful in exceeding my year-to-date sales

quota so far
4) My franchisor would rate my performance as high

.68

Local competition Perceived competitive intensity of other stores (1=very low,
5=very high)

–

Urban store location Store in urban area? (0=No, 1=Yes) –

Control variables

Age of the franchisee Number of years –

Education Binary; with 1=higher education –

Industry experience Number of years active in the industry –

Store size Number of square meters of floor area –

Multi-unit ownership Binary, with 1=multi-unit franchisee –
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Dant (1997, p. 208) argue that such an overall approach has generally been found to be
adequate because of its brevity, simplicity and generalizability across organizations.

Most items are measured with five-point Likert-scale questions. Exceptions are the
relational satisfaction items that were measured on a 10-point scale. Dutch respondents
are very familiar with such a scale since it is widely used, for example at schools and
universities. The reliability of the multi-item constructs is acceptable with Cronbach’s
alpha ranging from 0.68 to 0.86, with the exception of extrinsic motivation (α=0.63).
However, since the items of this latter scale are conceptually close and based on a
validated scale of entrepreneurial motivations (Kuratko et al. 1997), the overall measure
appears to be an adequate representation of the construct.

Data analysis

Tables 2 and 3 show the descriptive statistics of the variables and the correlations
between all variables. We test the hypotheses with hierarchical regression analysis, with
the following control variables: store size (number of square meters of floor area),
whether the franchisee owns multiple units (binary, 1=multi-unit franchisee), the
franchisee’s education (binary, 1=higher education), the franchisee’s experience (num-
ber of years active in the industry), and the franchisee’s age (number of years). A
franchisee’s store size and multi-unit ownership may positively affect franchisee
entrepreneurial behavior because they may result in some slack regarding the franchi-
see’s resources. Such resource availability is also an antecedent of entrepreneurial
behavior in some CE literature (Verbeke and Yuan 2013). A franchisee’s education
and experience may also positively affect entrepreneurial behavior since education and
experience may increase the franchisee’s confidence in its entrepreneurial abilities and
thus its degree of entrepreneurial behavior (Dant and Gundlach 1998; Jambulingan and
Nevin 1999). Finally, the franchisee’s age is expected to have a negative effect on its
entrepreneurial behavior because older franchisees may be less willing or able to work

Table 2 Descriptive statistics for all variables

Variable Min. Max. Mean Std.Dev.

Intrinsic goals 2.7 5 4.1 0.52

Extrinsic goals 2 4.75 3.5 0.52

Need for autonomy 1 5 2.9 0.70

Economic satisfaction 1.5 5 3.4 0.70

Relational satisfactiona 3 8 6.2 1.12

Local competition 1 5 3.9 0.95

Urban store location 0 1 55 % urban

Entrepreneurial behavior (overall) 2.25 5 3.64 .535

New products or services 2 5 3.74 .720

Improving organizing methods 3 5 4.06 .473

New suppliers 1 5 3.24 .859

New customer groups 2 5 3.50 .812

a This variable was measured on a scale from 1 to 10 instead of a five-point scale
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hard and to engage in entrepreneurial behavior to maximize the performance of their
units (Jambulingan and Nevin 1999).

Since data on all variables stem from one single respondent, it is important to take
measures to prevent and check for possible common method variance. We followed the
guidelines of Podsakoff et al. (2003); respondents were guaranteed anonymity, there
was ample variation in measurement items and the questionnaire was designed to
prevent funneling that could lead to the respondents assuming a presence of certain
relationships between variables. Additionally, Harman’s one-factor test is applied to
explore common method variance. This test focuses on the variance explained by a
single factor, by examining the first factor in an unrotated exploratory factor analysis. If
either a single factor emerges or one factor accounts for the majority of covariance, a
substantial amount of common method variance is present in the data. Unrotated
principal component analysis generates six factors explaining 67 % of the variance
(principal component analysis). The first factor explains only 20 % of the variance.
Thus, common method variance is not likely to pose a problem.

Multicollinearity does not cause problems, as signaled by the low Variance Inflation
Factors (VIF), with a maximum of 2.28. This is also reflected by the correlation matrix
(see Table 3). Most correlations are insignificant, and with the exception of the
correlation between franchisee age and experience, the highest correlation between
two independent variables is .425.

Results

Table 2 contains the descriptive statistics for the entrepreneurial behavior construct and
its domains. The results show that franchisees indeed engage in entrepreneurial behav-
ior. The composite measure of entrepreneurial behavior has a mean of 3.64 (on a 1–5
scale). Each of the four domains has a mean larger than 3.0, with 3.24 (selecting new
suppliers) being the lowest mean and 4.06 (improving organizing methods) the highest
mean. The questions for the domains were formulated in such a way that any score
above 1 demonstrates the presence of entrepreneurial behavior (see Table 2). Since the
average scores are all (well) above 3, we conclude that for all four domains, franchisees
clearly exhibit entrepreneurial behavior. Additionally, the data shows variation in
entrepreneurial franchisee behavior among the franchisees, which is also important
from a statistical point of view. For all four domains there are franchisees that hardly
ever (score 1 or 2) and often (score 5) perform such behavior, with the exception of
improving organizing methods with a minimum score of 3.

Hierarchical regression enables us to test for the effect of the independent variables
(the antecedents) above and beyond the effects of the control variables, and to
determine which antecedents influence entrepreneurial franchisee behavior. Model 1
contains the control variables only, in Model 2 the antecedents are added. Model 2 is
not only significant and has an R2 adjusted of 0.12 (see Table 4), the R-square
increment (compared to Model 1) is highly significant (F=3.07, p<.01). Regarding
the antecedents of entrepreneurial franchisee behavior, the results provide evidence for
the importance of a specific type of franchisee goals, namely intrinsic goals. As
hypothesized (Hypothesis 1a), this variable is positively related to entrepreneurial
behavior. Neither extrinsic goals, nor the franchisee’s desire for autonomy are
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significant (Hypotheses 1b and 2). In model 2 we have treated both goals (intrinsic and
extrinsic) as separate, independent variables, however, they may also strengthen each
other’s effect.1 Therefore we ran an additional analysis in which model 2 also includes
the interaction term between intrinsic goals and extrinsic goals. In this model, the
interaction term is not significant (beta −.041, t −.450, p .327). Regarding the franchisee’s
satisfaction, we find that relational satisfaction has a significant and negative relation
with entrepreneurial behavior, confirming Hypothesis 3. The results do not support
Hypothesis 4, as economic satisfaction is not significantly related to entrepreneurial
behavior. Finally, regarding the franchisee’s local business context, the perceived inten-
sity of local competition has a positive and significant effect (confirming Hypothesis 5),
while type of store location has no influence (Hypothesis 6 is not supported).

Discussion, implications and limitations

Discussion and theoretical implications

Given the economic importance of the franchise industry and the contribution of
entrepreneurial behavior to economic wealth creation (Shane and Venkataraman
2000), the lack of research on entrepreneurial behavior within franchise systems is
striking. Although researchers largely agree that franchisees may behave entrepreneur-
ially (Dada et al. 2012; Gillis and Castrogiovanni 2012; Grünhagen et al. 2013), there is
little knowledge on the extent and antecedents of this phenomenon. Our empirical
findings demonstrate that franchisees do engage in substantial entrepreneurial behavior
in four domains. In order of importance, franchisees actively engage in improving
organizing methods, introducing new products or services, targeting new customer
groups, and adding new suppliers. Our findings thus empirically confirm the common
assumption of franchising researchers (Dada et al. 2012; Grünhagen et al. 2013;
Sorenson and Sørensen 2001) that franchisees may initiate renewal in their own units.
Even though our respondents belong to a single franchise system, we find quite some
variation in the extent of entrepreneurial franchisee behavior among them. This vari-
ation in entrepreneurial franchisee behavior confirms that it is important to understand
the antecedents of differences in such behavior.

In order to explain franchisee entrepreneurial behavior, we built on an entrepreneurial
motivation framework that was originally developed in the CE literature explaining
entrepreneurial behaviors of individuals within organizations (De Clercq et al. 2011),
and we complemented this framework with an environmental determinism perspective
that has been used in CE literature explaining subsidiaries’ entrepreneurial behaviors, by
including the role of the local business context (Birkinshaw 1999; Birkinshaw et al. 1998).

Our findings provide some important theoretical and practical implications that
generate a number of topics to be put on our future research agenda. First, on a more
general level, our findings indicate that both a motivational perspective and an envi-
ronmental determinism perspective are relevant in explaining franchisee entrepreneurial
behavior and that an integrated approach should be adopted in future studies as well.
Even though some franchising researchers already suggested that franchisees within a

1 We thank an anonymous reviewer for bringing this suggestion to our attention.
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franchise system should not be seen as a homogeneous group in terms of their
individual characteristics (e.g. Clarkin and Rosa 2005; Grünhagen and Dorsch 2003;
Kidwell et al. 2007), our study is one of the few to demonstrate and explain such
heterogeneity empirically. Future research on (entrepreneurial) franchisee behavior
should thus more prominently include the franchisee’s individual and local business
context characteristics. In taking such an integrated approach, the franchising literature
can benefit from the large body of CE research. Also, future CE research can benefit
from our findings. Recently, CE researchers (e.g. Phan et al. 2009; Kuratko and
Audretsch 2013) argued that researchers should appreciate the heterogeneous nature
of CE by conducting research in organizations that were previously not recognized as
entrepreneurial. Our study is an example of such an extension, and it has led to a more
complete motivational framework by distinguishing additional dimensions of entrepre-
neurs’ valence, satisfaction and expectance considerations as reflected in our set of
hypotheses. We expect such additional considerations to be relevant in other entrepre-
neurial contexts as well.

Besides these general implications, our findings also have some more specific
implications. First, regarding the franchisees’ goals, we find that intrinsic goals have
a significant effect on entrepreneurial franchisee behavior, whereas extrinsic goals and
desire for autonomy do not. Even though this finding is not in line with De Clercq
et al.’s motivational framework which assumes that extrinsic goals are important, it is
consistent with research in general entrepreneurship literature that points at the rele-
vance of intrinsic goals (Carsrud and Brännback 2011; Hornsby et al. 2009; Kuratko
et al. 1997). Meanwhile, the franchising literature has largely neglected franchisee
entrepreneurial goals (Davies et al. 2011; Grünhagen and Mittelsteadt 2005). Based on
our study we would recommend franchising literature to pay more attention to this
motivational perspective and to include multiple franchisee goals in studies on fran-
chisee behavior. Our hypothesis on the positive relationship between a franchisee’s
desire for autonomy and entrepreneurial behavior is not confirmed by the data.
Possibly, franchisees – even the ones with a high desire for autonomy – prefer to
maintain good relationships with their franchisors by limiting risky and possibly non-
compliant entrepreneurial behavior (cf. Dant and Gundlach 1998; Davies et al. 2011).

Second, regarding the franchisee’s satisfaction, we find differential effects for
relational and economic satisfaction, which confirms the importance of adopting a
multidimensional approach to satisfaction (Geyskens and Steenkamp 2000). Relational
satisfaction has a negative effect on franchisee entrepreneurial behavior, whereas
economic satisfaction is not significant. This implies that if franchisees are satisfied
with the franchisor and its business format, they tend not to initiate entrepreneurial
activities that may disturb the uniformity desired by the franchisor. This finding is in
line with literature on franchisee compliance; franchisees that are satisfied and/or trust
their franchisor are more likely to comply with the rules (Davies et al. 2011; Kidwell
et al. 2007). A possible explanation for the non-significance of economic satisfaction is
that franchisees prefer to maintain good relationships with their franchisors above
optimal economic performance due to the long-term nature of franchise relationships.
It is also possible that, although the franchisees report quite some variation in economic
satisfaction, the economic performance of the franchises within this particular franchise
system in this period of time were still above some threshold at which the franchisees
would really feel the need to take (entrepreneurial) action in order to survive.
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Replication of this study in different organizational and economic contexts could shed
more light on the plausibility of these explanations.

Third, the environmental determinism perspective led us to include the local
business context as an important expectancy consideration affecting franchisee entre-
preneurial behavior. Our results confirm that this is a relevant extension of the
entrepreneurial motivation framework of De Clercq et al. (2011). Local competition
has a positive relation with entrepreneurial behavior; in response to competitive
pressures franchisees search for opportunities to beat competition by adapting, for
example, their operations or assortment (Dant and Gundlach 1998). We also hypoth-
esized that franchisees in urban areas engage more in entrepreneurial behaviors, but our
results do not confirm this. A possible explanation is that rural locations are more
heterogeneous in terms of customer demands and are characterized by more personal
ties between entrepreneurs and customers. This may stimulate franchisees’ local
adaptation to cater to the specific needs of their customers, and thus makes rural
franchisees act entrepreneurial as well, however for their own reasons.

Practical implications

Franchisors can use our findings in dealing with the well-known trade-off between
standardization and allowing for franchisees’ entrepreneurial autonomy (e.g. Kaufmann
and Eroglu 1998; Grünhagen et al. 2013; Paik and Choi 2007). Our study provides
knowledge regarding how franchisors can promote or suppress entrepreneurial franchisee
behaviors. Since our study demonstrates variation in the extent of entrepreneurial behav-
ior it is important for franchisors to understand which franchisees engage in entrepre-
neurial behavior. Effective entrepreneurial franchisee behavior can be copied throughout
the franchise system, thus contributing to the long term renewal of the business format
and systematically improving the franchise system’s performance in the long run, with the
BigMac and the Filet-O-Fish at McDonald’s as the most cited examples.

Limitations and future research

We conclude by pointing at some limitations and additional suggestions for further
research. First, our study is among the first to quantitatively test differences in
entrepreneurial franchisee behavior within a single franchise system. As a result, we
had to develop new measures and adapt existing measures to a franchise context.
Unfortunately, the Cronbach’s Alpha for three scales is (just) below the commonly
applied threshold of 0.70 reflecting an acceptable level of reliability. Even though the
reliability and validity can largely be considered as acceptable, additional empirical
work is needed to elaborate on our constructs to further improve validity and reliability.
This also applies to our single-item measure for local competition; the use of a single
item for this construct can be justified by the fact that the construct can be easily and
uniformly imagined (cf. Bergkvist and Rossiter 2007); however, future studies could
experiment with multi-item constructs to capture more information. Additionally, the
R2 adjusted value for our study is relatively low, which is not unusual given the nature
of our study in which new concepts are developed (cf. Dada and Watson 2013).

Second, studying a single system allowed us to control for industry and franchise
system differences and thus to improve internal validity (cf. Davies et al. 2011). This
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benefit has of course consequences for the generalizability of our findings. Although
there are no reasons to expect radically different findings in other contexts, franchise
systems may have specific characteristics or undertake specific actions that can influ-
ence entrepreneurial franchisee behavior, such as systems for sharing knowledge
among franchisees (Dada et al. 2012), standardization levels (e.g. Clarkin and Rosa
2005; Paik and Choi 2007) and franchisor persuasion attempts (Phan et al. 1996).
Therefore, a logical follow-up to the present study would be to replicate it in multiple
franchise systems and/or industries.

Third, our focal franchise system has no company-owned units and only a few
multi-unit franchisees. Several franchising researchers (e.g. Bradach 1998; Sorenson
and Sørensen 2001) pointed out that franchisees may be more inclined than company
managers to engage in local adaptation and entrepreneurial behaviors; however, there is
very little empirical research at the unit level to support this proposition. In a similar
vein, multi-unit franchisees may behave differently from single-unit franchisees due to
different strategic orientations and a larger scale of activities (Grünhagen and
Mittelsteadt 2005; Kaufmann and Dant 1996). We recommend future studies to look
for empirical settings to study these variables in more depth.

Fourth, we used franchisees’ self-reported survey data to measure entrepreneurial
franchisee behavior. Even though using self-reported data is a common practice in
entrepreneurship literature (Hornsby et al. 2009), it may lead to biases. We limited
socially desirable answers by embedding possibly sensitive items among more general
questions and by guaranteeing anonymity. It is worth noting that socially desirable
answers would probably be geared towards underreporting entrepreneurial behavior
(since most franchisors discourage it), which would mean that our results are conser-
vative estimates of entrepreneurial franchisee behavior.

Finally, we focused on the antecedents of entrepreneurial behavior, but future research
should also investigate the performance consequences. The anecdotal evidence in the
franchising literature mainly provides examples of entrepreneurial franchisee behaviors
with positive performance effects at unit or system level, such as the BigMac and Filet-O-
Fish at McDonald’s (Gillis and Combs 2009), or the pepperoni placement procedure in a
pizza system (Darr et al. 1995). However, entrepreneurial behaviors can also have negative
effects. Future research should put effort in acquiring data on unit and system perfor-
mance. Such empirical insights provide franchisors with more information on how to
balance standardization versus allowing for local entrepreneurship. Such empirical in-
sights are still missing, notwithstanding the discussions on this topic in the franchising
literature (Dada et al. 2012; Dada and Watson 2013; Paik and Choi 2007). Such knowl-
edge could provide franchisors with guidelines on how to manage and make use of their
franchisees’ entrepreneurial behaviors. As franchisee entrepreneurial behavior has brought
us the Big Mac and the Filet-O-Fish, what more beautiful things are there to come?
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