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Introduction

Innovation is widely seen as a key factor in the survival of companies (Romelaer, 1998; Hamel,
2000). It can be defined both as a process in which a company creates a new offer and the
outcome of this process (Loilier & Tellier, 1999). Innovations may involve the launch of a new
product or service on the market, the use of new procedures, or the creation of a new
organization or new marketing methods (typology based on the OECD’s Oslo manual, 2005).
In the trade and services sector, commercial innovations are particularly important, notably
affecting areas such as promotional events, concepts and customer interfaces (Funel, Vigoureux
& Vittori, 2012).

Since the late 1990s, the French franchising network has doubled in size and is now the largest
in Europe with 1,658 franchisors and 65,059 franchisees (FFF, figures for 2012). Researchers
have focused on the introduction of new innovative activities either in terms of innovation in
large companies or the creation of new innovative companies, but innovation in franchises has
received little attention. Yet innovation is an essential component of the franchising profession
and, as pointed out by the European code of ethics for franchises, franchisors must invest
human and financial resources in research and innovation in a way that ensures the
development and durability of their concept (Toute la Franchise, 2013, p. 12). Maintaining a
sustainable competitive advantage requires the capacity to innovate and to diffuse innovation
within the network (Boulay & Chanut, 2010). Managing innovation is therefore particularly
important for franchising networks, as the constant changes in the competitive environment and
changing expectations challenge franchisors in terms of innovation and renewing their
franchise concept while at the same time protecting the stability of the network’s identity.

Furthermore, the economic franchise model is marked by an almost constant need to adapt to
new consumer trends. Innovation in franchising has therefore become inextricably tied to the
digitalization of retail outlets (using the Internet to locate physical stores and generate loyalty
among franchisees, integrating social networks into communication strategies, developing sales
online or via smartphone applications, and including “web to store” in commercial strategies).
Some franchisors also make strategic choices designed to promote innovation by launching
new networks (e.g. Les Déménageurs Bretons and Déménagerseul.com or Pizza del Arte and
Café del Arte), new concepts or formats (e.g. Yves Rocher, Phildar, Z) or new services within
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the network (e.g. Ixina and the 3D box, Feu Vert and its express collection from automotive
centers). For companies that are part of a network such as franchises, innovation may be
affected by the capacity for innovation of the individuals who manage the different businesses,
the culture within the network and the relationships between the different companies. Different
types of innovation may also be generated (product, commercial or concept innovations, etc.),
and these innovations may to some extent challenge the existing practices within the franchise.

This study has four main objectives:
-

to describe the categories of innovation identified in the franchising networks;

-

to propose classifications of franchisors and franchisees based on their behavior in
relation to innovation;

-

to analyze the relationship between innovation and performance, focusing in particular
on the role of entrepreneurial orientation within the network as a determining factor of
innovation;

-

and to identify the explanatory factors for the emergence and diffusion of innovation
within franchising networks.

In order to achieve these objectives, the report is divided into five chapters (cf. Figure 0.1). The
first presents the methodological approach adopted with a view to pursuing the objectives of
the study. The second describes the results of the Franchisors survey, including a categorization
of the innovations encountered in the franchising networks. The third and fourth chapters offer
various analyses based on this survey and focusing on the relationship between Innovation,
Entrepreneurial Orientation and Performance. The fifth and final chapter identifies the ways in
which relationships are structured and conducted in a way that favors innovation within
franchising networks, drawing on data from interviews carried out with franchisors as well as
our Franchisees survey.
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Figure 0.1 – Report structure
Chapter1
Research methodology

Chapter 2
Identifying innovation types
in franchising networks

Chapter 3
Studying franchising network
configurations that favor
innovation

Chapter 4
In-depth study of relationship
between innovation and
performance in franchises

Chapter 5
Structuring and conducting
relationships in ways that
favor innovation
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Chapter 1 – Research methodology

In this chapter we will provide an overview of the methodological approach adopted in order to
achieve the objectives of the study. The methodology used reflects a multi-level/multi-method
approach. Data was collected from both franchisors and franchisees. In the case of franchisors,
two complementary methods were used: a quantitative approach (online questionnaire-based
survey) and a qualitative approach (semi-structured interviews). In the case of franchisees, a
quantitative survey was carried out on members from networks of comparable sizes having
participated in the survey of franchisors. We carried out an in-depth sociometric-type study
involving four networks of uniform size for which we were able to identify comprehensive
networks of relationships. This analysis is presented in detail in Chapter 5 and so is not
presented here. Each stage of the research is outlined in the following sections with a
distinction between the survey of franchisors (§1.1), the in-depth interviews with franchisors
(§1.2), the survey of franchisees (§1.3) and the main statistical analyses carried out (§1.4).

1.1.

Franchisors survey

The questionnaire was drawn up based on a review of the literature on classifications and
innovation management. Its purpose is to identify innovations and organizational methods in
franchising networks and to measure the entrepreneurial orientation of respondent franchisors.

The questionnaire, which can be found in Appendix 1, is divided into six main sections:
-

A. General information about the network;

-

B. Innovation in the network;

-

C. Franchisor’s strategy/entrepreneurial orientation;

-

D. Network performance;

-

E. Network structure;

-

F. Obstacles impeding innovation.

For the second part of the questionnaire, which is dedicated to innovation, participating
franchisors were presented with definitions and different types of innovation. These definitions
were taken from the community-based survey of innovation carried out by the INSEE (CIS), as
it relies on internationally applied definitions (OECD’s Oslo manual) and includes data on new
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services and procedures as well as organizational and marketing innovations. Most of the
questions therefore relate to the introduction of new services and the implementation of
logistical and distribution procedures and methods which are either new or have been
significantly modified. In addition, we used the classifications of commercial innovations
proposed by Dupuis (2001) and Gallouj (2007) so as to include areas of innovation that are
more specific to retailing networks (innovations on store concept or format and innovations in
the logistics chain).

This questionnaire enables us first of all to appreciate the diversity of innovations, both in
relation to the concept of ambidexterity (incremental vs breakthrough innovation) and the
innovation object (innovation in products/services or processes, organizational or commercial
innovation, etc.). Furthermore, this questionnaire was designed to measure the franchisor’s
entrepreneurial orientation1 and the importance of constraints which might explain the absence
of innovation in a given network. Finally, the questionnaire provides data on the level of
performance perceived by the franchisor and the ways in which relationships are structured
within the franchising network.

We took care to limit the number of questions in order to facilitate data collection. The time
needed to administer each questionnaire was 15 minutes. The questionnaire was pre-tested on a
former director of development in a franchising network in order to verify the relevance and
ease of comprehension of the questions. No more than minor modifications were made
following this test.

Questionnaires were sent by email to all of the franchisors listed in the directory compiled by
the Fédération Française de la Franchise during the first two weeks in December 2013. A total
of more than 600 networks were contacted. The email addresses of network directors do not
systematically appear in the directory, thus requiring laborious searches which were conducted
in the month of November. The file given to us by the FFF containing members’ addresses was
useful but contained no more than around 100 contacts. Two follow-up emails and/or messages
via the social network LinkedIn were sent around 20 December and at the beginning of January
2014. These produced 55 additional responses to the questionnaire. On 15 January we then

1

The entrepreneurial orientation of a company refers to a range of behavior and attitudes on the part of
management that foster a novel understanding of business and the pursuit of new activities (Baldauf & Rank,
2005).
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began a series of follow-up phone calls, producing around 10 additional responses. One of the
research team members also attended the Salon de la Franchise on Sunday 23 and Monday 24
March 2014 in order to administer questionnaires to franchisors with stands at the event.
Around 30 questionnaires were completed in this way. Finally, we asked the Fédération
Française de la Franchise to send a final follow-up email to members on 15 April 2014. This
was of limited impact, producing responses from just two additional franchisors. In total, we
received 99 completed questionnaires (response rate of 16.5%).

The structure of our sample, compared to that of the target population, is presented in Table
1.1. We can see that networks from the Trade sector are under-represented, while those
operating on the automobile services and business services sectors are over-represented. This
can be explained by the fact that the theme of the survey is probably of less interest to those
working in the retail trade.

Table 1.1 – Breakdown of the sample of franchisors based on sector
Sector

Response rate (%)

% of franchising networks
in France in 2012

Trade

21%

39%

Domestic goods

11%

8%

Hotels and restaurants

16%

15%

Services to individuals

23%

22%

Automobile services

8%

4%

Business services

12%

5%

Construction and real estate

9%

6%

100%

100%

Total
Source: FFF directory, data from 2012

The average age of the networks in our sample is 14.93 years; the youngest networks have been
in existence for less than one year and the oldest for 56 years. The average size is 307 units,
with a minimum of one unit and a maximum of 14,000.
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The questionnaire respondents were generally managing directors, network directors, directors
of development or franchise directors. They therefore held senior positions, had excellent
knowledge of their network and were qualified to participate in the survey.

1.2.

Interviews with franchisors

We used a semi-structured interview method with interview guidelines. This method of
producing data was used in addition to the quantitative approach because of its great flexibility
and the wealth of data it can generate. We began by conducting an interview with an expert on
franchising and member of the FFF’s scientific committee in an effort to identify the major
themes relating to innovation and contractual changes taking place in franchising networks. As
part of the second phase, we drew up guidelines for the interviews with franchisors. These
guidelines, which can be found in Appendix 2, were made up of broad and general questions
designed to obtain information about the following:
-

how innovation is structured in the network;

-

the process for the emergence and diffusion of innovation;

-

and the network’s characteristics.

14 semi-structured interviews were conducted with senior members of franchising networks
(founders, managing directors, network directors, sales directors, heads of development, etc.).
These interviews provided perspective and in-depth information about the results of the
franchisors survey, as 13 interviews (out of 14) were conducted with franchisors who had
previously responded to our quantitative survey. The respondents represented networks of
varying ages (some have been in existence for less than five years, while the oldest has been
around for more than 50 years), varying sizes (from less than 10 units to more than 400) and
varying structures (some networks are mixed, others are dominated by branches and others are
fully franchised). Nine of the 14 networks are members of the Fédération Française de la
Franchise.

The semi-structured interviews were conducted face-to-face, by telephone or on Skype. They
were carried out by three members of the research team and lasted an average of 45 minutes.
With the permission of interviewees, they were recorded using digital recorders. The full
verbatim transcripts were then written out using a word processor, before being coded to enable
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thematic content analysis (Miles & Huberman, 2003). Table 1.2 lists the sectors and sub-sectors
of the franchisors interviewed.

Table 1.2 – Breakdown of franchisor interviews based on sector
Sector

Interviews conducted in the following sub-sectors:

Goods for individuals

Prêt-à-porter (1)

Other retail trades

Items permanently discounted and used goods (1)
Pet items (1)

Construction

Wooden construction (1)

Hotels and restaurants

Fast food (1)
Sit-down dining (1)

Automobile services

Repairs, accessories and cleaning (2)

Services to individuals

Real estate (2)
Various services to individuals (3)

Business services

1.3.

Advertising (1)

Franchisees survey

The third phase of the study was to conduct a questionnaire-based survey of franchisees who
had responded to the first survey (franchisors) in order to match data and analyses using
franchisor-franchisee dyads. The main objective of this questionnaire was to identify networks
of relationships that play a role in the emergence and diffusion of innovation. As in the case of
the questionnaire for franchisors, it was drawn up based on the existing literature on
classifications of innovation and innovation management. The questionnaire, which can be
found in Appendix 3, is divided into six main sections:
-

A. Franchising activity;

-

B. Innovation on the network;

-

C. Entrepreneurial orientation;

-

D. Performance;

-

E. Network structure;

-

F. Relations with other units in the network.
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We added three questions relating to the franchisee’s age, gender and highest obtained
educational qualification.

We took care to limit the number of questions so as to facilitate data collection and not exceed
a 15-minute response time for participating franchisees. A pre-test designed to verify ease of
comprehension was carried out on two franchisees from two different sectors (real estate and
prêt-à-porter). No more than minor modifications were made following this test.

Lastly, it should be noted that the questions in section F of the questionnaire were adapted to
each network, as each has a specific list of members.

We decided to interview franchisees from 10 networks in different sectors but of comparable
sizes (between 11 and 23 franchised units or units owned outright). At the end of May 2014, we
initially tried to administer this survey by electronic means, as we had done for the franchisors
survey. The franchisees’ email addresses were taken from the websites of the different
networks. However, we experienced a high failure rate when sending these emails, and very
few franchisees had responded to the online survey one week later. We therefore decided to
administer the questionnaire by telephone, beginning on 16 June and ending on 16 July. These
telephone interviews were carried out by three members of the research team. It was necessary
to call the franchisees several times in order to administer the questionnaire at a time when
there were no customers in the retail outlet or branch (telephone interviews lasted around 15
minutes). 169 franchisees from 12 networks of comparable sizes were contacted in this way.
We received a total of 48 responses from franchisees operating on seven different networks
(response rate of 28%), representing 54 franchised units based on the following sector-bysector breakdown:
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Table 1.3 – Breakdown of franchisee interviews based on sector
Sector

Interviews conducted in the following sub-sectors:

Food

Specialized food (3)

Other retail trades

Newsagents, bookshops, stationery (7)
Pet items (8)

Hotels and restaurants

Fast food (3)

Business services

Temping agencies (7)

Services to individuals

Various services to individuals (20)

It should be noted that these telephone interviews were made during the sales, which does not
favor responses in a shop or restaurant located in a commercial area. This explains why the
number of responses was much higher in the sector comprising services to individuals (two
networks concerned) and business services.

The composition of our sample of franchisees based on time spent in the network is presented
in Table 1.4. Given the constraints imposed by the overall number of units within the network
(fewer than 25) – to facilitate analysis of networks of relationships – the survey primarily
concerned young networks experiencing growth, and our sample of franchisees displays short
durations of network membership (around two years on average). Indeed, with the exception of
one franchisee, all those in our sample began their business over the last five years.
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Table 1.4 – Composition of sample of franchisees based on time spent in network
Mean
Median
Standard deviation

1.4.

1.96 years
2 years
1.54 years

Minimum

0

Maximum

9 years

Primary analyses carried out

The two surveys conducted on franchisors and franchisees allowed us to collect data which will
be analyzed in the following chapters using four complementary approaches:

-

Descriptive analyses: These enable us to identify the various innovations introduced to
the different networks, the determining factors (entrepreneurial orientation) and
obstacles impeding innovation, as well as the type and general structure of the network.
This approach uses descriptive unidimensional and multidimensional-type statistics.
The software applications Excel and Stata were used to process the data.

-

Analyses by classification: Typological and taxonomic analyses were conducted to
identify groups of networks with similar practices.

We began (see Chapter 2) by conducting a two-step cluster analysis of the franchisor
database. This method involves a multivariate statistical analysis that takes place in two
phases and is designed to obtain maximum levels of homogeneity between the individuals
(networks in this case) in each group (or cluster) and the greatest possible difference
between the groups. This method makes it possible to highlight similarities and differences
between the groups which cannot be detected by simply observing the characteristics of the
individuals (networks) concerned. In order for this analysis to be correctly carried out, the
individuals are first regrouped into subgroups (or pre-clusters). The second phase involves
applying a hierarchical algorithm to these subgroups so as to form definitive clusters. The
14

advantage of this method is that it can use categorical and continuous variables.
Furthermore, the number of clusters can be selected automatically.

Subsequently (see Chapter 3), we conducted a taxonomic analysis. We used a dual
classification (hierarchical and non-hierarchical) on the franchisor database using the
following variables: Entrepreneurial Orientation – Innovation – Performance. SPPS 17
clustering algorithms were used. To verify the statistical validity of the empirical
classification, we used ANOVA (Analysis of Variance). The variations in the scores
between the groups (inter-group variance) and within the groups (intra-group variance)
were then analyzed. The analysis of variance was conducted using the classification
variables associated with the constitutive dimensions of entrepreneurial orientation
(innovativeness, risk-taking and proactivity). This analysis makes it possible to detect the
most significant classification variables. The value F, defined by the ratio between intergroup variance and intra-group variance, was used to identify the most important and
discriminant variables of entrepreneurial orientation. The mean values obtained reveal the
coexistence of four franchising network configurations. Each configuration can be
characterized by a center or “prototype observation” which is defined using the average
scores obtained for each variable. It is then possible to evaluate the level of similarity or
difference between the different configurations. The shorter the distance between the
different centers, the more they are similar.

It should also be noted that these analyses by classification included validity tests on the
measurement scales used. For the purposes of our study, Cronbach’s alpha was used as an
indicator of the reliability of our instruments. This coefficient makes it possible to verify if
the statements used in a measurement scale express similar notions, in other words if each
item is coherent with the overall set of statements used in the scale. In practice, Cronbach’s
alpha is a number of less than 1 and which must be as high as possible. If this coefficient is
satisfactory, then there is coherency between the items, which can be added to obtain an
overall score since they are taken as measuring the same phenomenon. The quality of the
alpha is evaluated in relation to an empirical threshold based on experience. It is often held
that a value greater than 0.6 is acceptable for an exploratory study (0.74 in the case of
confirmatory research) (Nunnally, 1978). It is essential to carry out a reliability study, but it
is not sufficient to guarantee a sound measurement of the concepts being studied and must
be accompanied by an evaluation of internal validity. The traditional approach when testing
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construct validity is usually to conduct a particular form of factorial analysis, in this case
principal component analysis (PCA), which is used to reduce a large amount of information
– in the form of values ascribed to variables – to a few principal dimensions. PCA can be
used to test the unidimensionality (or multidimensionality) of a construct and to retain only
those items which make a sufficient contribution to the construct.

-

Explanatory analyses: Models of structural equations were used to study the relations
of causality between innovation, entrepreneurial orientation and performance in the
franchising networks concerned. Structural equation methods were originally developed
to examine multiple causal links. In the context of estimating theoretical relational
models, the main contribution of these methods is to enable simultaneous estimation of
several relationships of dependency while at the same time accounting for measurement
errors (Roussel, Durrieu, Campoy & El Akremi, 2002). We used the software
application Stata to conduct these analyses.

It is essential to measure the effect of innovation on a network’s performance as it sheds
light on and orients the most relevant action strategies and action levers on which
franchisors depend to manage innovation effectively.

The measurement of the relationship between innovation and performance must include the
network’s entrepreneurial orientation (EO), as this is linked to innovation and covers some
of its associated levers. The act of entrepreneurship can be defined as a “new entry”
(Lumpkin & Dess, 1996): “New entry can be accomplished by entering new or established
markets with new or existing goods or services” (Lumpkin & Dess, 1996, p. 136), and
therefore covers the act of innovation. EO refers to the processes, practices and decisionmaking activities that result in this new entry. This makes EO a determining factor of
innovation which must be included in the analysis.

-

Dyadic analyses: We conducted analyses of franchisor-franchisee dyads to complete
the work carried out on each of these network players (franchisors/franchisees). We
compared the responses provided by franchisors and their franchisees to the questions
relating to the introduction of innovations, entrepreneurial orientation and network
performance. To do this, in the case of each variable we calculated average scores for
franchisees from a single network and then compared them with the franchisor’s score.
16

In order to determine whether the differences observed between the scores were
statistically significant, we used non-parametric tests (sign tests using Stata) enabling a
comparison of medians when samples are matched (non-independent).
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Chapter 2 – Identifying innovation types in franchising networks

Given that the objective of our study is to understand and analyze the dynamics of the
innovation at work in franchising networks, we adopt the broad definition of innovation used
by most researchers, before specifying the different types of innovation that are useful when
studying franchising networks. Using the data from our qualitative study, we then describe the
content of the innovations seen in the franchising networks concerned. In addition to this, based
on the quantitative survey carried out on franchisors, we propose a descriptive analysis of their
innovations and of the obstacles impeding innovation. A classification of franchising networks
in terms of innovation is also provided.

2.1. Overview of innovation types identified by the literature and analysis of interviews
with franchisors
The work done by the OECD (Oslo manual) serves as a reference in the analysis and
measurement of innovation. But contemporary innovation draws on “a range of complex
organizational, relational and cognitive processes” (Detrie, 2005, p. 528). The latest version of
the Oslo manual (2005) highlights the fact that companies are now developing in a space in
which various players interact: those involved in research and training, but also their partners,
clients, suppliers and financial backers. From this perspective, an innovation may be defined as
the “implementation of a new or significantly improved product (good or service), or process, a
new marketing method, or a new organisational method in business practices, workplace
organisation or external relations” (Oslo, 2005).

The integration of new dimensions such as organizational innovation or innovation in external
relations marks a step forward in our understanding of innovation in the services and trade
sectors. Nonetheless, most existing classifications are broad and struggle to define the exact
scope of commercial innovation. Some authors have for this reason tried to suggest specific
classifications for the commercial sector.
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2.1.1. A brief overview of the classifications in the literature
It is not straightforward to produce a clear, distinct and well-defined classification, as is
apparent from the various categorizations suggested by authors so far, with extensive crossover
between categories. Among the many classifications found in the literature, we draw in
particular on those proposed by Dupuis (2001), Gallouj (2007) and Choukroun (2012), which
we feel are the most relevant given the field of this study and the feedback received on our
qualitative study of franchisors.

Dupuis’s classification (2001) identifies four types of commercial innovation: concept, flow,
organizational and relational innovations:

-

concept innovations can give a competitive advantage to innovative companies in terms
of consumer interfaces (sales outlets, screens and catalogues);

-

flow innovations affect vertical links in the business chain (physical, financial and
information flows) and are aimed at reducing costs or generating greater value added;

-

organizational innovations relate to the operating structures found in companies;

-

relational innovations modify the nature of the links between the different players in a
business.

Dupuis also distinguishes between back office and front office (concept innovations).

Gallouj (2007) identifies the limitations of this approach, in which there may be multiple
crossovers between the different categories. The author draws on the model proposed by Den
Hertog and Brouwer (2000), who suggest a classification with four types of commercial
innovation:

-

a new concept (corresponding to a new idea or new way of organizing one’s response to
a problem);

-

a new client interface;

-

a new system of distribution;

-

a technological option.
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Den Hertog and Brouwer (2000) point out that the majority of commercial innovations are in
fact combinations of concepts, technologies and organizational methods. They also emphasize
the role of the end consumer in the development of these innovations.

Gallouj (2007) points out that here, too, there are significant interactions between the different
types of innovation. In particular, the technological dimension plays a cross-cutting role,
whereas sales methods may or may not incorporate new technologies, as is the case for new
concepts, new products or new services, as well as new processes. What is more, the
application and use of new technologies may lead to new processes.

Gallouj’s classification of innovations (2007)
-

new sales methods

-

new concepts or store formats

-

new products and services retailed in and by the store

-

new products and new services (developed by or on the initiative of retailers)

-

new processes (or new forms of organization and operating methods) within a single
format

-

new external processes

-

application and use of new technologies

Choukroun (2012) suggests a broader definition of innovation under which companies must
continually be innovative by focusing on the following seven key areas:

Choukroun’s 7 key areas of innovation by retailers (2012)
-

product

-

concept

-

events

-

client interfaces

-

organizational model

-

wheel of productivity

-

relationships
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This approach to innovation in retailing notably allows for the inclusion of current problems
relating to new technologies (in terms of product design and customer relations) as well as
issues relating to coproduction.

2.1.2. Descriptive analysis of interviews with franchisors
We opted for a qualitative approach in dealing with franchisors so as to identify the nature of
the innovations introduced to the networks concerned, innovations which in many cases remain
contingent on the relevant sector.

Above all, innovation appears to take on many forms, as is clear from the following comments
by one franchisor:

“There are so many things going on in a concept, it’s huge, it’s about improving products
and services, doing everything so that the consumer wants to feel good with us, consume
and return.”
(Franchisor, Consignment store brand)

Our objective in the interviews was to come up with a categorization of the innovations at work
in franchising networks. Our analysis of the interviews reveals diversity in the nature of
innovations introduced: product innovations, service innovations, process innovations,
technological innovations (logistical innovation), legal innovations, and innovations related to
the application of new technologies. As a general rule, these innovations appear to be
incremental in nature rather than breakthrough innovations.

2.1.2.1. Product/service innovations
In the networks surveyed, most of the innovations introduced were either tangible (product
innovation) or intangible (service innovation) in nature. We will now endeavor to distinguish
between top-down innovations, i.e. initiated by the head of the network, and those initiated by
franchisees. Innovations generally have a front-office dimension, whereby the development of
the offer is easily perceived by customers.
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-

Product innovations initiated top-down

Innovation may come from analysis of neighboring markets on the part of the franchisor:
“XXX pasta, for example, came from our franchisor, who, based on observations in other
countries, saw that on this issue there really is a means of communicating with a quality
product that has been imposed and which is now working quite well.”
(Franchisor, Catering brand)

The success of a product innovation may encourage competitors on the market to reproduce the
concept.

“We developed a new apparatus which analyses the different gases and which was
reworked by a small team who really wanted to develop something in relation to an
objective we have set ourselves, and we come up with a major innovation, not because we
called on the services of various companies to develop the machine..., it really was a
purely internal innovation.”
(Franchisor, Automobile services brand)

In some structures, the franchisor may have personal technical skills that allows the network’s
offer to be developed:

“[The boss] registered patents on the architecture of the products, on procedures for
terraces, we just registered another one recently. So we provide our own innovations.”
(Franchisor, Construction brand)

“So if I take the example of what we will be able to offer them soon, a new system for
protecting wooden structures, we will soon be launching a new metal system which will
sit directly on the beam, the metal structure will provide lasting protection for the wood
and also ensure that it does not become deformed, that it does not take on the shape of a
banana.”
(Franchisor, Construction brand)

At the same time, innovations may come from the field: a franchisee may make an observation
and come up with an idea that the entire network later adopts.
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-

Product innovations initiated by franchisees

“I’ll come straight back on that point, today is Crazy Tuesday, you know, now we have
Crazy Tuesdays and Saturdays, it’s a typical example of a marketing tool that came from
the field, which the network picked up on and which then developed. Now you find them
everywhere, our competitors do them too, they’ve just changed the name, madness
Tuesday or whatever.”
(Franchisor, Catering brand)

“There are other examples, but in our business you might say it’s developing pizzas at
lunchtime, or the same thing, a franchisee who notices something which then develops
and little by little the whole network picks up on this idea, and so people realize all of a
sudden that you can eat pizzas even at lunchtime!”
(Franchisor, Catering brand)

“A product called XXX. It kills odors, OK, urine... it kills odors. We began by testing it in
our stores. The product positioning was good but the pricing wasn’t: so we tested it once,
and now we have completed the test phase. Maybe it was the beginning of the year, so it’s
very recent, we are currently applying it to the network and it’s a hit, a big hit.”
(Franchisor, Animal food brand)

“We have also got feedback from franchisees who might suggest one way or another of
doing things.”
(Franchisor, Construction brand)

-

Service innovations initiated top-down

“First of all, for us innovation is about new services, so we specialize in certain
pathologies, and for four years we have specialized in pathologies like Alzheimer’s,
multiple sclerosis and Parkinson’s disease.”
(Franchisor, Brand of services to individuals)
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A franchisor’s internal departments may initiate suitable changes to the network’s offer of
services:
“Innovations often have to go through the communications department, we’re currently
thinking about launching a number like SOS médecin but (SOS XXX)... that’s confidential
but it’s an innovation and it often goes through communications. It’s a new
communications platform to be seen, you know, we want to gain a reputation”.
(Franchisor, Brand of services to individuals)

“The best is “psycho-cognitive solicitation”, we now use grids to carry out psychocognitive evaluations and diagnostics on elderly people and we have raised awareness
and trained resident assistants to stimulate patients through daily tasks, whether it’s
helping them with personal hygiene or housework, the idea is not to do it “for them” but
rather “with them”.”
(Franchisor, Brand of services to individuals)

“There is one we started recently, it’s an offer designed for our major accounts, a lowcost offer. It’s a new service, the idea came in large part from the heads of the network in
fact, and we tested it on a client, at the top of the network first to see if it was worth
pursuing or not.”
(Franchisor, Business services brand)

Networks must respond to and even anticipate customer expectations and develop their
concepts accordingly.

“Innovations... maybe more about services, what consumers expect. We are in the
process of launching services, we are developing something, we have launched a service
called “zero constraint” with the idea that “today if you have items to sell, we look after
everything... and in fact zero constraint doesn’t mean anything to anyone if you don’t
explain what underpins the idea... so we changed the name to “house clear-out”, which
people understand immediately.”
(Franchisor, Consignment store brand)

“It brought fairly significant changes since some cars had to be gradually re-registered
using a new system. Now the reg plate will be on the car forever, etc. and we realized that
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meant quite a lot of potential in terms of changing plates. We also realized that because
of the technology on the one hand and the desire on the part of the public authorities not
to pay too many civil servants to do the paperwork opened up the possibility for
operators like us to do the work that our clients would have to do themselves in their
local prefecture. So we “marketed” that and launched a new offer, we were the first,
basically saying “don’t bother your ass going to the prefecture, XXX will look after
everything, come in with your papers and we look after all the administrative procedures,
we’ll give you the documents you need and put your new plates on for you.”
(Franchisor, Automobile services brand)

The introduction of new services may allow a business to position itself more quickly than the
competition in responding to consumer expectations, whether latent or actively expressed.

“So we decided to go with the idea of a Drive, which is now thriving nationally. We are
the first network in the medical sector to create this type of service.”
(Franchisor, Product retailing brand)

“Absolutely, with everything based on service nowadays, and I’ll come back to this
example, we put in place an SMS service system which we call the SMS tracker
internally, which can be implemented by any franchisees who want to. Today almost 50%
of the network is using it, in just four months, it’s massive. It allows franchisees to send
an SMS almost automatically to consumers to tell them: don’t worry, your pizza is being
delivered, or your pizza has been put in the oven so you can come and get it in five
minutes.”
(Franchisor, Catering brand)

-

Service innovations initiated by franchisees

“Another example, and this is even something which we hadn’t thought of, which also
came from a franchisee, was when we developed our concept, we studied the stores etc.
etc., we wanted it to be a sort of heaven for cats and dogs... and so we set up the
franchisee and he told us: but there is something missing in your store, weighing scales
for pets. He said today the only thing to do if you want to weigh your dog to know how
many kilos he weighs, you have to go to the vet, make an appointment and all that, etc.
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And God knows it is an important service, why? Because depending on the animal’s
weight, you’re going to give it one type of food or another, etc.”
(Franchisor, Animal food brand)

“The example I would give is monitoring new products, which might come from a small
supplier or someone who makes a suggestion in store about a product. And if our job of
handing on information is well done, like for example replacing the shells of car keys, a
bit of enthusiasm develops around that and it comes from one store, one franchisee.”
(Franchisor, Automobile services brand)

2.1.2.2. Process innovations
As a general rule, process innovations are “back-office” initiatives led by the franchisor.

“In terms of innovation I would say that maybe there is innovation at the level of
processes, particularly in terms of management processes and business monitoring,
which have allowed us to develop our economic model and improve our profitability
levels. It might not seem like much but it’s important because when it comes to services to
individuals there are always concerns about margins, profitability and the capacity of the
business to provide income for the manager.”
(Franchisor, Brand of services to individuals)

“But to give you a concrete example, especially in terms of advertising, we have one
franchisee who runs our initial pilot franchise who is very very good in terms of sales and
advertising, he initiated an initial partnership with, eh… do you know XXX? No, you
don’t know it! It doesn’t matter, it’s an advertising system.”
(Franchisor, Animal food brand)

“We think about loyalty. What is important nowadays is cards that reward buyers, and
we have a problem: we have buyers with dual status, they’re buyers and sellers, and so
we launched our XXX label, with around 30 stores, we tested and launched it on the
small network and then, next year, it will be duplicated on the YYY network.”
(Franchisor, Consignment store brand)
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“And we have just introduced the latest development with a significant overhaul of the
system, we now provide a new catalogue that is much bigger, with more information and
specific details, much quicker and more comprehensive but different and new.”
(Franchisor, Automobile services brand)

“And just recently we introduced an innovation that is a business innovation since, faced
with the arrival of networks of brokers in our business, we are not dealing with real
estate agencies in the high street any more but people who work from home and are
linked to a single legal structure.”
(Franchisor, Real estate brand)

“Of course since on our cloud there is a kind of storage and every franchisee has access
codes to connect to it, and that’s where we put all our product files, all our information.
Whatever their IT performance levels, it allows us quite simply to access the information
relating to an order or products”.
(Franchisor, Construction brand)

2.1.2.3. Technological innovations
“So now, one innovation that has managed to impose itself on the market is not an
Internet-based system but... Before, at the beginning, I used to have VHS tapes, then we
had CDs, then computerized players that weren’t computers and now, essentially, we are
in the network, on memory card readers, okay maybe not everyone, some of that is online.
Small photo cards you can put video clips on, etc. There is a reader behind a screen or at
reception which feeds all the TVs.”
(Franchisor, Visual advertising brand)

“We have also just put in place software to draw terraces in 3-D. We have the design for
the terrace and the materials which appear directly, then the name of the franchisee
appears, so all we have to do is contact him and that allows us to supply our
franchisees.”
(Franchisor, Construction brand)
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2.1.2.4. Legal innovations
“It’s a new contract that will be able to allow us, at the head of our network, to be able to
bring partners together and enable us to develop our network twice as quickly…
We contribute to the capital of franchisees, that effectively allows us to, eh... This is a
major legal innovation, it is appealing in several ways. First, each franchisee will be able
to develop more quickly, since we’ll be providing capital, and open 1, 2, 3 retail outlets
in their sector and do so very quickly, something which they are not currently able to do
financially.”
(Franchisor, Animal food brand)

“Why 0 in 2014? We realized that the franchise model, as it had been designed in 2006,
is no longer a viable model in the form it had back then because times have changed, the
economy is changing, consumers are changing, so we are now in a phase of reflection on
how to model a new franchise concept, and in the future we aim to continue to expand
our network but not necessarily in the form of a franchise.”
(Franchisor, Construction brand)
2.1.2.5. Innovations related to the application of new technologies
New technologies bring radical change to all markets, and networks must be increasingly
mobile.

“The net is now part of our know-how, why? Because everyone goes online to purchase
goods.”
(Franchisor, Consignment store brand)

“… so it’s true that nowadays part of innovation will come from this tool because that’s
the way it is, it’s all about mobility and the use of tablets. That’s something that’s very
important for us going forward and everything is based on that idea... that’s what we
have to innovate on.”
(Franchisor, Consignment store brand)

“I think there are several steps but the biggest innovation was the creation of an ecommerce website for us, which we didn’t have previously, which was created in 2011.
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For the network, it was very new and very difficult at the beginning to impose, to
implement, you know.”
(Franchisor, Prêt-à-porter brand)

“Our brand strategy is to offer "web to store", each newsletter sent to our customers
gives 2 options: either they use their code online or they print out their discount coupon
and go to the store. This has been totally accepted because we communicated extensively
on it and we made sure it came from the field you know. It is true that we are more "web
to store" than "store to web", we don’t have Internet stations in our stores or iPads or
anything like that.”
(Franchisor, Prêt-à-porter brand)

“So the future for us is about directly accessing the end consumer so that the website
ends up being a permanent source of business opportunities for our franchisees.”
(Franchisor, Construction brand)

“In fact we created a retail website called […] which is a website for… Well I don’t want
to say entry-level terraces because that would be pejorative but instead affordable
terraces in Douglas pine rather than majestic wood varieties, which are expensive and
treated using sophisticated systems, and we are now focusing on integrating our own
locking system, which is still our invisible locking system but this system now exists in
four or five different formats.”
(Franchisor, Construction brand)

2.1.2.6. Innovations mostly incremental in nature
“With processes, if you want to survive in today’s market, you’re permanently looking for
innovation, not necessarily in terms of major changes where know-how is radically
changed, but instead a collection of small developments which are linked, for example to
a new website which opens up to make candidates available, so of course these are things
that must be tested to see if they’re good or not before making them available on the
network.”
(Franchisor, Business services brand)
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Some networks nonetheless consider their innovation as representing a breakthrough, even
though they do not use this term:

“When this system for sleepers already fitted with a clip first appeared, it was
revolutionary and was adopted by nearly everyone.”
(Franchisor, Construction brand)

“We will soon be offering something totally revolutionary thanks to this rail, a terrace
that can be taken apart, which does not yet exist, you just take your screwdriver and take
out all the screws.”
(Franchisor, Construction brand)
Having identified the different types of innovation that are useful in studying franchising
networks, and, based on our qualitative interviews, having illustrated the different types of
innovation we encountered, in the next section we will be analyzing the results of our
quantitative survey involving franchisors.

2.2. Descriptive and typological analyses of the franchisors survey
Based on the results of our franchisors survey, this section provides the following:
•

a descriptive analysis of the innovations introduced;

•

a descriptive analysis of the obstacles impeding innovation;

•

and a classification of franchising networks in terms of innovation.

This work draws on descriptive unidimensional and multidimensional statistics. The software
applications Excel and Stata were used to process the data.

Five levels of analysis can be identified:
•

network type;

•

the different innovation categories;

•

general network structure;

•

determining factors of innovation;
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•

and obstacles impeding innovation.

This section is structured to reflect these levels of analysis and, for each level, presents the
main trends that emerge from our sample.

2.2.1. Network type
Here we present the general characteristics of the networks in our sample, i.e. the number of
observations, the mean of the sample, standard deviation, and the minimum and maximum
values for the following variables: membership of the Fédération Française de la Franchise
(FFF), age of network, overall annual revenue expressed in thousands of euros, number of
employees, total number of retail outlets, breakdown of these outlets into franchised units and
units owned outright by the franchisor, and lastly the percentage of new franchisees, more
specifically the percentage of franchisees that have been present in the network for less than
five years.

Table 2.1 – General statistics for network characteristics
Variable

Obs

Mean

Std. Dev.

Min

Max

FFF member

97

1.556701

.4993553

1

2

Network age

99

14.93939

12.42267

0

56

Number of employees

89

2005.921

10594.52

0

100000

Number of retail outlets

99

307.8384

1422.376

1

14000

Number of units owned outright 98

85.29592

509.666

0

5000

Number of franchised units

98

204.2653

928.9675

0

9000

% of new franchisees

87

48.49425

33.40619

0

100
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Figure 2.1 – Network age
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Within the sample of 99 networks, 54 were not members of the FFF. The longest-standing
longest
network was first established in 1958, and the most recent in 2014. The average age of the
networks in our sample is 15 years. Figure 2.1 shows that the most represented age category in
the sample is 6-10
10 years (27%). This figure also highlights the significant proportion of the
sample represented by new franchisees (22%).

Figure 2.2 below presents the sector-specific
sector specific statistics. It reveals the diversity of business
activities
ivities present in the sample. Franchisors are present across all sectors. It is worth noting that
the most represented sector is that of services to individuals. This sample reflects a French
trend, since franchisors generally have a strong presence on this
this sector, as is clear from the FFF
directory and the INSEE’s database on retailing networks.
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Figure 2.2 – Sector-by-sector
sector breakdown of the networks
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Trade
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11%

Hotels and
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Automobile services

23%

16%

Business services

9%

Figure 2.3 indicates the geographic markets where French networks have had a presence over
the last five years, clearly showing Europe to be the geographic zone most favored. 39% of
participating networks are present in Europe, suggesting that geographic proximity
p
plays an
important role in choice of location. However, Figure 2.3 also shows that French networks have
a presence across five continents.
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Figure 2.3 – International presence of networks
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2.2.2. Different innovation categories in the networks
Our results in terms of innovation in participating networks are presented below (Tables 2.2
and 2.3 and Figure 2.4).
Table 2.2 – Statistics on innovations over the last 5 years
Variable

Obs

Mean

Std. Dev.

Min

Max

Product innovations

99

4.727273

2.0693

1

7

Service innovations

99

4.363636

1.722922

1

7

Process innovations

99

4

1.862629

1

7

Organizational innovations

99

4.535354

1.803133

1

7

Commercial innovations

99

4.494949

1.624894

1

7

Concept innovations

99

3.727273

2.189111

1

7

Logistical innovations

99

3.222222

1.982348

1

7
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Figure 2.4 – Innovation types in the networks
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Note: The results are given according to innovation category. Responses 2 to 4 are grouped together to form the
category “some innovations”, while responses 5 to 7 form the category “several innovations”.

In Table 2.2, the average figure for responses relating
relating to the different innovation types, studied
statistically using Likert variables, oscillates around 4 on a scale that goes from 1 (no
innovation introduced) to 7 (a large number of innovations introduced). Figure 2.4 also reveals
that the most represented
sented innovations are product innovations. 71% of the networks in our
sample told us that over the previous five years they had introduced product and service
innovations. In contrast, we can see that two areas are less associated with innovation: logistics
logisti
and new concepts or store formats.

It should be noted that the time factor could have an impact on these results. It is worth
considering whether more time is needed to put in place new store concepts than logistical
innovations.
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Table 2.3 – Statistics on the extent of breakthrough innovations

Variables

Obs

Mean

Std. Dev.

Min

Max
7

Products

90

4.088889

1.680319

1

Processes/organization

89

3.910112

1.62117

1

7

Commercialization/concept

87

3.896552

1.725557

1

7

Logistics

84

2.892857

1.742577

1

7

While, from the point of view of the franchisor, innovations in the logistics chain seem to have
represented minor changes, other types of innovation involve greater levels of perceived
change.

The statistics on the different innovation categories were cross-validated against the sectorspecific data. Chi-squared tests reveal significant statistical dependence between the sectors and
two types of innovation: product innovations (Pearson chi2(42) = 57.1920 Pr = 0.059) and
logistical innovations (Pearson chi2(42) = 55.8908 Pr = 0.074).

2.2.3. General network structure
In this sub-section, we focus on the contractual and organizational choices that are likely to
have an influence on results in terms of innovation. Table 2.4 presents the overall statistics on
the frequency with which contractual clauses are modified, the existence within the network of
a franchisee council and a moderator, the number of moderators, the use of intranet, and the
existence of a specific clause relating to innovation in the franchising contract.

With the exception of the number of moderators in the network, all of these are categorical-type
variables (Yes (1) / No (2)), with the exception of the frequency of contract modifications,
expressed in the form of four alternatives: changes introduced every year, every 2 to 3 years,
every 4 to 5 years, or other.
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Table 2.4 – Statistics on contractual and organizational choices
Variable

Obs

Mean

Std. Dev.

Min

Contract modification frequency 95

2.347368

.9539216

1

Franchisee council

98

1.469388

0.5016279
.5016279

1

2

Moderators in the network

98

1.040816

0.1988818
.1988818

1

2

Number of moderators

91

4.230769

4.063597

1

22

Use of intranet

96

1.270833

0.446723

1

2

Specific innovation clause

96

1.802083

0.4005205
.4005205

1

Max
4

2

Figure 2.5 illustrates the frequency with which contracts are modified in participating networks,
clearly showing that 2 to 3 years is the most common time lapse (42% of cases), revealing a
certain dynamism in these networks in contractual terms. International
International empirical studies on
franchising contracts have highlighted their relative stability in contractual terms, with an
average threshold of five years for modifications to contractual clauses. For more on this, it is
worth consulting Blair & Lafontaine (2005)
(2
in particular.

Figure 2.5 – Frequency of modifications to franchising contracts
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Figure 2.5 mainly relates to monetary clauses: entry conditions, royalties and advertising fees.
In 14% of the cases studied, contractual amendments related to entry conditions,
conditions, royalties in
15.5%, and advertising fees in 12%. It should also be noted that just 4.5% of networks recorded
no contractual modifications. This apparent dynamism within French networks, which may be
interpreted as a response to the environment (demand,
(demand, competition), should logically be
accompanied by dynamism in terms of innovation.
Another potential factor of innovation is the frequency with which franchisors meet with their
franchisees, as such meetings are a source of interaction and information
information exchanges in relation
to customer expectations and, more generally, the market itself. The statistics relating to this
variable are presented in Figure 2.6, which shows that these meetings take place regularly
within French networks: every month (27% of cases) or every two months (44%). In addition,
it should be noted that 24% of participating networks had put in place a franchisee council, a
potentially important body in terms of innovation as it provides an opportunity for meetings
and exchanges.
Figure 2.6 – Frequency of meetings with franchisees

6%
5%
27%
Every month
18%

Every two months
Every six months
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Other

44%

The Chi-squared
squared tests do not reveal significant statistical dependency between the frequency of
contractual amendments and the type of innovation, the results on innovation and the presence
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of a franchisee council, or the use of intranet and the type of innovation. Inversely, these tests
reveal a dependency between the presence of a moderator within the network and innovation. It
should nonetheless be noted that this dependency only concerns product innovations (Pearson
chi2(6) = 15.2908 Pr = 0.018). Furthermore, these tests highlight significant dependency
between the inclusion of a specific clause relating to innovation in franchising contracts and the
network’s results in terms of product innovation (Pearson chi2(6) = 10.9922 Pr = 0.089). Here,
too, only product innovations are concerned.

2.2.4. Determining factors
Given that the franchisor’s managerial approach has an impact on innovation, we have included
Table 2.5, which presents the statistics on franchisor orientation, particularly in terms of their
proactivity and attitude towards risk.
The high averages for the first three items (followers versus leaders, who force competitors to
act; passivity versus quickness to introduce new products, services, organizational methods or
operating procedures; “laissez-faire” versus leading the way) suggest that French franchisors
adopt a proactive attitude. The averages are also high (around 4 on a scale from 1 to 7) for
items relating to risk-taking and innovativeness.

Table 2.5 – Statistics on franchisor orientation: proactivity and attitudes towards risk
Variable

Obs

Mean

Std. Dev.

Min

Max

Follower vs leader/competitors

97

5.195876

1.591901

1

7

Passivity vs quickness

97

5.474227

1.555185

1

7

Avoids vs seeks confrontation

98

4.857143

1.553181

1

7

Preference for risky projects

96

3.760417

1.419746

1

7

Bold response to environment

97

4.71134

1.485757

1

7

Boldness in uncertainty

98

4.367347

1.529017

1

7

Innovativeness

98

3.581633

1.866269

1

7

Now indissociable from modernity and effectiveness in a “knowledge-based economy”, the use
of the Internet is a determining factor of innovation.
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Table 2.6 presents the general statistics for the Likert variables used to assess the role of the
Internet in the networks studied. It is complemented by Figure 2.7, which highlights the
different
rent patterns of Internet usage in French franchising networks.

Tableau 2.6 – Statistics on the role of the Internet in the networks
Variable

Obs

Mean

Std. Dev.

Min

Max

Role of Internet

99

1.111111

0.315869

1

2

Internet for info searches

89

4.707865

1

7

1.791408

Internet for dialogue

90

5.611111

1.541154

1

7

Internet as sales channel

87

4.494253

2.005072

1

7

Internet for brand image

90

5.866667

1.325633

1

7

2

7

Internet for recruitment

90

5.633333

1.568295

In those networks which use the Internet, it is a tool that covers a variety of uses: support for
the network’s brand image and reference listings, dialogue and the spread of information within
the network, recruitment of future franchisees, monitoring of competitors and, to a lesser
extent, as a sales channel.

Figure 2.7 – Role of Internet in network innovation
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Given that a large proportion of innovations are driven by demand (“demand pull” versus
“technologyy push”), we have focused on the role played by franchisees, who are closer to the
end consumer than their franchisors, in initiating the different innovation categories.

The overall statistics are presented in Table
T
2.7, while Figure 2.8 illustrates the results of the
survey.

Tableau 2.7 – Statistics on the role of franchisees in initiating the different categories of
innovations (according to franchisors)
Variable

Obs

Mean

Std. Dev.

Product innovations
Process innovations

Min

Max

98

1.306122

0.4632508

1

2

96

1.520833

0.5021882
.5021882

1

2

Commercial innovations

97

1.5051
1.505155

0.5025707
.5025707

1

2

Logistical innovations

92

1.847826

0.3611576
.3611576

1

2

Figure 2.8 – Role of franchisees in network innovations according to franchisors
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These statistics reveal that as well as
as the time factor discussed above (Section 2.2.2), proximity
to the market has an impact on the nature of innovations. This makes the initiative of
franchisees a determining factor in product and services innovation.
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Table 2.8 shows the statistics relating to the resources invested in innovation. We can see that
out of 55 observations relating to this variable, the average percentage of revenue allocated to
innovation expenditure is 7.4%, with the maximum reaching 40%. The high standard deviation
(higher than the mean) is indicative of the diverse situations encountered.

As well as financial means, we also take human resources into account, i.e. the existence of a
dedicated service for innovation within the network, as well as staff numbers for the 30
networks concerned.

Table 2.8 – Statistics on the resources dedicated to innovation
Variable

Obs

Mean

55

7.4

Service dedicated to innovation 98
Staff numbers in service

% of revenue spent on innovation

30

Std. Dev.

Min

Max

8.65726

0

40

1.632653

0.4845607

1

2

2.766667

2.128353

0

10

It is important to note the significant statistical dependence between the presence of a service
dedicated to innovation within the network and the innovation results linked to concepts/store
format (Pearson chi2(6) = 18.8592 Pr = 0.004).

Finally, whereas innovation is often cumulative and incremental rather than the cause of a
breakthrough, the diffusion of innovation should be analyzed as a major determining factor,
since it generates new series of innovations.

We have analyzed the different ways in which innovation is diffused in the networks, based on
Table 2.9 and Figure 2.9. These show that in the case of French franchisors, specific training is
the preferred method, meaning that in most cases it is not straightforward to diffuse innovation
as it takes time to explain the process to franchisees and allow them to adapt.
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Table 2.9 – Statistics on methods for the diffusion of innovation within networks
Variable

Obs

test by units owned outright

99

via intranet

99

via Internet

99

Mean

Std. Dev.

0.5959596
0.5858586
0.3737374

Min

0.4932026
.4932026

Max

0

1

0.4950799
.4950799

0

1

0.4862572
.4862572

0

1

via specific training

99

0.6868687

0.4661274

0

1

by establishing commissions

99

0.5454545

0.5004636
.5004636

0

1

by establishing conventions

99

0.6464646

0.4805
4805

0

1

Figure 2.9 – Methods for the diffusion of innovation
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2.2.5. Obstacles impeding innovation
Our survey takes into account a variety of potential obstacles. Each one is formalized using a
Likert variable with scales from 1 (no effect) to 7 (major obstacle).
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In light of the statistics presented in Table 2.10, the costs associated with innovation and its
corollary, the lack of financial resources, can be seen as the main obstacles impeding
innovation in the French franchising system.

Table 2.10 – General statistics on obstacles impeding innovation
Variable

Obs

Mean

Std. Dev.

Min

Max

No need

85

1.976471

1.290777

1

6

Uncertain demand

88

2.25

1.495203

1

7

Lack of market info

88

2.181818

1.482042

1

7

Lack of info on technologies

87

2.402299

1.617202

1

7

Market dominated

88

2.375

1.642206

1

7

Cost of innovation

88

3.409091

1.759286

1

7

Lack of financial resources

88

3.340909

1.812386

1

7

Lack of qualified personnel

87

2.724138

1.567769

1

7

Difficulty finding partners

87

2.666667

1.560163

1

7

Resistance to change

85

3.317647

1.513524

1

7

2.2.6. A classification of the networks
The method used to establish this classification is the two-step cluster analysis. This is a
multivariate statistical technique that takes place in two steps with the objective of obtaining
the greatest possible level of homogeneity between the individuals (networks in this case) in
each group (or cluster) and the greatest possible difference between the groups. This method
allows us to emphasize the similarities and dissimilarities between the groups that would not be
apparent by simply observing the characteristics of the individuals (networks).

In order to conduct this analysis correctly, the individuals are first divided into subgroups (or
pre-clusters). The second step involves applying a hierarchical algorithm to these subgroups in
order to establish the definitive clusters. The advantage of this method is that it can use
categorical and continuous variables. The number of clusters can also be selected
automatically.
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Several of the questionnaire’s variables are responses based on a Likert scale. Cronbach’s alpha
was therefore calculated to estimate the internal consistency (in other words reliability) of the
questions asked, whereby responses to questions on the same topic had to be correlated. Given
that this coefficient must be between 0 and 1 and is acceptable from 0.7 upwards, the following
categorical variables were used to establish our classification:

Table 2.11 – Cronbach’s alpha
Variables
Cronbach’s alpha
Types of innovation in the network
0.825
Nature of changes in innovations
0.747
Note: the classification was established based only on questions relating to innovation and age; in this
framework, the other categorical variables had coefficients of less than 0.7.

As well as the two above variables, our classification takes into account the age of each
network. The classification is of high quality:

Figure 2.10 – Quality of the classification based on two-step analysis

This figure provides an overview of the cluster model, with three zones identified: poor,
adequate and good results. The proposed classification lies in the latter zone, indicating that our
results are good.

Our classification distinguishes between three groups of networks. It was established using
three variables: two categorical variables (Types of innovation in the network and Nature of
changes in innovations) and one continuous variable (Age of the network). In each of the three
groups identified, the classification method used (two-step analysis) groups together the most
similar networks in respect of these three variables. By extension, the networks that do not
belong to the same groups are very different from one another in respect of these same
variables. This means that each category includes homogenous networks in terms of the types
of innovations developed and the nature of changes seen in innovation.
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Table 2.12 – Classification of franchising networks
Groups
1
2
3
Total

Number of networks
28
25
46
99

As the descriptive statistics in Table 2.13 show, the networks comprising different groups are
also clearly distinct from one another in terms of other characteristics.

Table 2.13 – Descriptive statistics for each group of networks

1

Number of
employees
in
network*
471

Total
number of
retail outlets
in network*
64

Number of
franchised
units in
network*
42

2

5760

860

551

307

21.9

32.4

3

582

155

112

10

55

9.4

Group

Number of
Percentage
Age of
units owned
of new
network*
outright in franchisees*
network*
6
64
8.5

* mean figure for group

The networks in Group 2 are the largest (number of retail outlets, number of franchisees or
units owned outright, and number of employees). These networks are also more mature (older)
and more stable (lower percentage of new franchisees). By contrast, the networks in Group 1
are the smallest, the youngest and those whose boundaries are subject to the most change (high
percentage of new franchisees). Finally, the networks in Group 3 occupy an intermediary
position. It is noteworthy that while the networks in Groups 1 and 3 are very different in terms
of size (number of retail outlets or number of franchised units), they are much more similar in
terms of employee numbers and age. This latter variable is nonetheless deemed sufficiently
discriminant to justify placing these networks in two different groups.

The characteristics of the different groups of networks are generally identical irrespective of
sector. It is nonetheless noteworthy that the dissimilarities between the different groups are less
evident in the case of Groups 2 and 3 in the trade sector in terms of the average number of
employees. Similarly, the average percentage of new franchisees is notably identical across the
three groups of networks in the prêt-à-porter sector.
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For each group of networks, Figure 2.11 presents the frequency of innovations across all
innovation types. We can see that it is Group 3 whose networks innovate the most, with no
network stating it had not introduced any innovations, in contrast to the networks in Group 1,
where a majority of networks stated they had introduced few innovations. Group 2 contains the
most homogenous networks in terms of innovation, with its networks displaying innovation
levels of between 2 and 5 based on the scale proposed in the Franchisor questionnaire.

Figure 2.11 – Frequency of innovations for each network type

GROUP OF NETWORKS
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Note: in this figure, some of the items from the Franchisor questionnaire that enabled an estimation of the number
of innovations have not been reproduced since staff numbers were too low to be represented. For example, in
Group 3, not a single network stated it had introduced a very low number of innovations (item 1).
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Chapter 3 – Studying franchising network configurations that favor
innovation

The aim of this chapter is to identify the different network configurations that favor innovation
and, in turn, the overall performance of a network. The question is therefore: which are the
most effective configurations in terms of innovation in franchising networks? To provide a
response, we used a dual approach – theoretical and methodological. The theoretical approach
draws on the literature on corporate entrepreneurship, which makes the notion of
entrepreneurial orientation central to its reflections. According to this literature, the innovation
and performance of an organization will depend on its strategic position, which should
generally be part of a continuum: “entrepreneurial” versus “conservative”. In order to succeed
in innovation, organizations must display innovativeness, risk-taking and proactivity (Covin &
Slevin 1991; Miller, 1983). Our methodological approach is based on configurational analysis.
In contrast to the contingency approach, which adopts a deterministic perspective on causality,
the configurational approach favors a systemic vision in which an organization is seen as a set
of inter-connected elements (Miller, 1981, 1996). It involves not distinguishing between
independent and dependent variables (Davidson & Wiklund, 2001; Van de Ven & Englman,
2004), but instead a combined analysis of these variables and a focus on all of the possible
combinations and complementarities between the different dimensions. The configurational
approach is based on the following hypothesis: there is a limited number of possible
configurations for each organization. Each configuration can be represented as a ‘gestalt’ that
will differ from one organization to another in terms of its score (Miller, 1987). As a result, the
notion of ‘fit as gestalts’ (Venkataraman, 1989) is made central to the process of reflection,
where only a finite number of configurations must be analyzed (Miller, 1981, 1996).
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Figure 3.1 – Two perspectives: deterministic (causality) and configurational
(complementarity)
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In order to identify the different “empirical” configurations available to franchising networks,
we conducted a taxonomic analysis using a dual classification (hierarchical and nonhierarchical) on an empirical basis comprising 99 franchisors. The results of this study have
important managerial implications: should managers of franchising networks design their
management approach based on a single franchising configuration or, on the contrary, should
they plan for several very different configurations and therefore adopt distinct managerial
policies that are adapted to each configuration?

In an effort to answer this question, we present below the objective underpinning our chosen
classification method, the different phases of analysis carried out, the results obtained,
interpretations thereof and an overview.

3.1. Objectives of our classification method
“Regardless of the area being addressed, even cursory analysis requires us to classify if we are
to better understand and better learn” (Filion, 2000). The objective of classification methods is
not to analyze the influence that independent variables have on dependent variables but rather
to group observations in a limited number of homogenous classes based on a set of
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classification criteria (Bouroche & Saporta, 1989, p. 48). Observations of a single group are
similar depending on classification variables and different from observations of other classes
(Ketchen et al., 1997). Groups allow us to identify certain fundamental characteristics and
explore how they can be applied to wider populations.

One way to classify is to establish a taxonomy. This approach is fundamentally distinct from
typology (Miller, 1996; Rich, 1992). Whereas the former centers on the analysis of a limited
number of “empirical” configurations induced from a field study, the typological approach
favors “conceptual” configurations deduced on a theoretical basis. While typological
classification has been used in major research in the science of organizations (cf. Miles &
Snow, 1978), it has been the subject of much criticism: the resulting classification is the
product of the researcher’s intuition and does not reflect empirical reality.

Our work is based on a taxonomic perspective. The aim of this classification approach is to
describe the reality of organizations, a step that must precede the development of theories on
their configurations (Rich, 1992). One of the most commonly used methods to establish
taxonomies in the science of organizations (Ketchen et al., 1997) is one which uses automatic
classification algorithms.

However, several problems arise when using classification algorithms (see Table 3.1). These
problems relate to the researcher’s judgment when (sometimes arbitrarily) choosing a certain
number of parameters (Ketchen & Shook, 1996; Miller, 1996) such as classification variables
(Fiegenbaum & Tomas, 1995; Ketchen et al., 1993), classification algorithms (Ketchen &
Shook, 1996), the optimal number of classes (Harms et al., 2007; Ketchen & Shook, 1996), or
the method used to evaluate the reliability of the findings (Ketchen & Shook, 1996).
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Table 3.1 – Limitations of taxonomic analysis using classification algorithms and
methodological solutions adopted
Limitation of
taxonomic approach

Raised by:

Arbitrary choice of
classification variables

Fiegenbaum & Tomas (1995)
Ketchen et al. (1993)

Validity and reliability of
measurements

Harms et al. (2007)

Choice of classification
algorithm

Ketchen & Shook (1996)

Determining number of
configurations

Harms et al. (2007)
Ketchen & Shook (1996)

Verifying validity of
taxonomy

Ketchen & Shook (1996)

Lack of theoretical basis

Miller (1996)

Methodological solutions adopted
Classification variables were predefined
based on a review of the literature.
Evaluation of metric quality of indicators
measuring classification variables by
conducting the necessary statistical
analyses, i.e. correlation matrices,
Cronbach’s alpha and PCA.
Use of two classification methods:
hierarchical aggregative method and kmeans analysis.
A dual classification (hierarchical and
non-hierarchical) enabled us to pre- and
post-determine the number of
configurations.
Analysis of variance (ANOVA) was
carried out, followed by a Scheffé test.
Discussion of “empirical” taxonomy in
light of our theoretical framework.

In order to establish a “robust” taxonomy, the chosen methodological approach combined
several necessary steps (see Table 3.1). We began by predefining our classification variables
based on a review of the literature (2). We then verified the metric quality of the indicators
measuring the classification variables (3). The following two steps involved determining the
optimal number of configurations to be studied (4) and evaluating the statistical validity of the
resulting taxonomy (5). Finally, “portraits” of the franchisors associated with each network
configuration were defined (6) and analyzed (7).

3.2. Choice of classification variables
Classification criteria must be clearly defined. Our classification variables are those variables
that explain the performance of franchising networks, which in this chapter are based on two
key dimensions: the franchisor’s entrepreneurial orientation and the innovation in each
franchising network.

This section focuses on defining the key concepts in our analytical model and our choice of
measurement indicators. This model is based on three key concepts: entrepreneurial orientation
(3.2.1), innovation (3.2.2) and performance (3.2.3).
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3.2.1. Entrepreneurial orientation
Although there is considerable semantic diversity when it comes to defining entrepreneurial
orientation, there is consensus that it comprises three key dimensions: innovativeness, risktaking and proactivity (Covin & Slevin, 1989; Lumpkin & Dess, 1996; Miller, 1983; Runyan el
al., 2008). According to this view, franchising networks with an entrepreneurial orientation are
driven by the desire to innovate, take considerable risks and act in a proactive manner. In
contrast, franchising networks with a more “conservative” orientation show little enthusiasm
for innovation, are risk-averse and react defensively (Carland et al., 1984). In order to measure
one’s entrepreneurial attitude, one must therefore also measure innovativeness (3.2.1.1), risktaking (3.2.1.2) and proactivity (3.2.1.3).

3.2.1.1. Innovativeness
The notion of entrepreneurial orientation emphasizes that of “innovativeness”, which differs
from “innovation”. Innovativeness can be defined as an attitude, whereas innovation is defined
more in terms of output (e.g. number of new products and services). From a theoretical point of
view, two contradictory attitudes can be identified:
a) a “traditionalist” attitude focused on the sale of “authentic” products and services and which
resists innovation;
b) and an attitude that might be described as “creative”, focused on R&D, technological
leadership and innovations.

In order to measure “innovativeness”, we adopted the measurement scale used by Miller/Covin
& Slevin (1989), which proposes the following three items:

In general, the top managers of my firm favor...
A strong emphasis on the
A strong emphasis on R&D,
marketing of tried-and-true
1 2 3 4 5 6 7 technological leadership, and
products or services
innovations
How many new lines of products or services has your firm marketed in the past five years
(or since its establishment)?
No new lines of products or
Very many new lines of
1 2 3 4 5 6 7
services
products or services
Changes in product or service
Changes in product or
lines have been mostly of a
1 2 3 4 5 6 7
service lines have usually
minor nature
been quite dramatic
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Items 2 and 3 are more a measure of innovation than innovativeness, which we measured by
excluding these two items and using them instead to measure innovation in the networks.
Innovativeness was measured using the following item:

In general, your franchising network emphasizes:
2
3
4
5
6
7
1
the sale of products or
R & D, technological
services.
leadership and innovations.

3.2.1.2. Proactivity
Proactivity is an attitude based on the search for and pursuit of new business opportunities with
a view to becoming a market leader or maintaining and strengthening a leading position
(Stevenson & Jarrilo, 1990). However, there is a certain semantic nuance that needs to be
pointed out. Some authors contrast “proactivity” with “passivity”, which is defined as
indifference and/or the inability to seize opportunities (Marabet et al., 2013). Others contrast
proactivity with reactivity in response to the competition. We have adopted this latter
perspective: proactivity versus reactivity. In order to measure proactivity, we adopted the
measurement scale used by Miller/Covin & Slevin (1989), based on three items:

In dealing with its competitors, my firm…
Typically initiates actions to
Typically responds to actions
1 2 3 4 5 6 7
which competitors then
which competitors initiate
respond
Is very seldom the first
Is very often the first
business to introduce new
business to introduce new
products/services,
1 2 3 4 5 6 7
products/services,
administrative techniques,
administrative techniques,
operating technologies, etc.
operating technologies, etc.
Typically seeks to avoid
Typically adopts a very
competitive clashes,
1 2 3 4 5 6 7
competitive, “undo-thepreferring a “live-and-letcompetitors” posture
live” posture
To measure the proactive attitude of franchisors, we used the following items:
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In reacting to your competitors, your franchising network…
Typically responds to
Typically initiates actions
2
3
4
5
6
7
1
actions which competitors
to which competitors then
initiate
respond
Is very often the first
Is very seldom the first
business to introduce new
business to introduce new
2
3
4
5
6
7
products/services,
1
products/services,
administrative techniques,
administrative techniques,
operating technologies,
operating technologies, etc.
etc.
Typically seeks to avoid
Typically adopts a very
competitive clashes,
1
2
3
4
5
6
7
competitive, “undo-thepreferring a “live-and-letcompetitors” posture
live” posture

3.2.1.3. Risk-taking
Entrepreneurial orientation is strongly associated with risk-taking. The definition of risk
depends on the context of the study; one may refer to risk that is strategic, financial,
operational, etc. For the purposes of this study, the notion of risk is linked to the relationship
between profitability and risk. In order to measure risk-taking, we adopted the measurement
scale used by Miller/Covin & Slevin (1989), based on three items:

In general, the top managers of my firm have…
A strong proclivity for lowA strong proclivity for highrisk projects (with normal and 1 2 3 4 5 6 7 risk projects (with chances of
certain rates of return)
very high returns)
In general, the top managers of my firm believe that…
Owing to the nature of the
Owing to the nature of the
environment, it is best to
environment, bold, wideexplore it gradually via
1 2 3 4 5 6 7
ranging acts are necessary to
cautious, incremental
achieve the firm’s objectives
behavior
When confronted with decision-making situations involving uncertainty, my firm…
Typically adopts a cautious,
Typically adopts a bold,
“wait-and-see” posture in
aggressive posture in order to
order to minimize the
1 2 3 4 5 6 7
maximize the probability of
probability of making costly
exploiting potential
decisions
opportunities
To measure franchisors’ attitude towards risk, we used the following three items:
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In general your franchising network has…
A strong proclivity for lowA strong proclivity for high1
2
3
4
5
6
7
risk projects (with normal
risk projects (with chances
and certain rates of return)
of very high returns)
In general your franchising network believes that…
Owing to the nature of the
Owing to the nature of the
environment, it is best to
environment, bold, wide2
3
4
5
6
7
1
explore it gradually via
ranging acts are necessary
cautious, incremental
to achieve the firm’s
behavior
objectives
When confronted with decision-making situations involving uncertainty, your franchising
network…
Typically adopts a cautious,
Typically adopts a bold,
“wait-and-see” posture in
aggressive posture in order
1
2
3
4
5
6
7
order to minimize the
to maximize the probability
probability of making
of exploiting potential
costly decisions
opportunities

3.2.2. Innovation in franchising networks
So as better to perceive innovation in a given franchising network, we distinguish between two
dimensions: innovation intensity (measurable in terms of the number of new products and
services, etc.) and the nature of the innovation (minor versus breakthrough).

3.2.2.1. Innovation intensity
In order to measure innovation intensity, the franchisors interviewed were asked to respond to
the following seven items using a seven-point scale, from 1 (if the franchise introduced no new
innovations) to 7 (if the franchise introduced a large number of innovations).
Over the last five years, you introduced:
No

1

2

3

4

5

6

7

A very
large
number

new products
new services
new processes
organizational innovations
commercial innovations
new concepts or store formats
logistical innovations
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3.2.2.2. Nature of innovation
In order to assess the nature of innovation, we asked franchisors to respond to the following
four items using a seven-point scale, from 1 (if the franchise introduced minor innovations) to 7
(if the franchise introduced breakthrough innovations).
In relation to your initial offer, the changes introduced through….
of a minor nature

1

2

3

4

5

6

7

breakthroughs

product and/or service innovations were mainly…
process and/or organizational innovations were
mainly…
commercial and/or concept and store format
innovations were mainly…
logistical innovations were mainly…

3.2.3. Performance of franchising networks
The performance of the franchising networks surveyed was assessed using growth indicators
that are widely used in the entrepreneurial literature. Using the measurement scales proposed
by Chandler & Hanks (1993) and Murphy et al. (1996), with a few modifications, the indicators
below were retained. On a scale from 1 (no growth) to 7 (very strong growth), the respondents
evaluated the growth of their franchise over the last five years in terms of the following:

Stagnation

1

2

3

4

5

6

7

Highly
significant
growth

Revenue
Employment
Number of clients
Market share
Profit
Size (number of retail outlets)
The participating franchisors were therefore required to assess the performance of their
franchising network using a seven-point scale, from 1 (stagnation) to 7 (highly significant
progress made on performance indicators).
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3.3. Evaluating the metric quality of measurements
In order to evaluate the metric quality of the indicators used to measure the variables in our
model (see Figure 3.1), we used SPSS 20 to carry out the necessary statistical analyses, i.e.
inter-item correlation matrices, Cronbach’s alpha and principal component analysis (PCA). In
order to test the homogeneity and unidimensionality of our scales, we used Pearson’s
correlation matrices and PCA. The scales’ reliability was tested using Cronbach’s alpha.
Research by Nunnally (1978) suggests that in the case of an exploratory study Cronbach’s
alpha is acceptable above a value of 0.5 and that in the case of a confirmatory study a value
greater than 0.7 is recommended.

3.3.1. Measuring entrepreneurial orientation
The scale used to measure entrepreneurial orientation includes measures of innovativeness (1
item), proactivity (3 items) and risk-taking (3 items). The problem of the reliability of these
measurements concerns the scales used to measure proactivity and risk-taking.

3.3.1.1. Evaluating the quality of proactivity measurements
Table 3.2 presents the correlations between the different indicators used to measure the
proactivity of franchisors. All of these correlations are significant.
Table 3.2 – Correlation matrix for indicators used to measure proactivity of franchisors
Proactivity
1

Proactivity 2

Proactivity
3

Proactivity 1

Pearson correlation

1

0.424**

0.342**

Proactivity 2

Pearson correlation

0.424**

1

0.307**

Proactivity 3

Pearson correlation

0.342**

0.307**

1

**Correlation significant to level 0.01 (bilateral).

Cronbach’s alpha achieved a score of 0.635 (> 0.5). As can be seen from Table 3.3, removing
one of the items used to measure proactivity does not improve Cronbach’s alpha. The internal
consistency of this scale can be said to be satisfactory.
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Table 3.3 – Cronbach’s alpha without item for “proactivity” variable
Cronbach’s alpha
after item had been
removed
Proactivity 1

0.501

Proactivity 2

0.510

Proactivity 3

0.596

The principal component analysis produces a single factor. Its score (57.835%) preserves the
unidimensionality of this measurement (see Table 3.4).

Table 3.4 – Principal component analysis of “proactivity” variable
Component

Initial eigenvalues
Total

% of
variance

Extraction: sum of squares of factors used

%
cumulative

1

1.735

57.835

57.835

2

0.689

22.979

80.813

3

0.576

19.187

100.000

Total

% of
variance

1.735

%
cumulative

57.835

57.835

Extraction method: Principal component analysis

3.3.1.2. Evaluating the quality of risk-taking measurements
Table 3.5 presents the correlations between the different indicators used to measure risk-taking.
All of these correlations are significant except for risk-taking item 1. Cronbach’s alpha is 0.78
(> 0.5). The reliability of this scale can therefore be said to be satisfactory.
Table 3.5 – Correlation matrix for indicators used to measure risk-taking
Risk-taking 1

Risk-taking 2

Risk-taking 3

Pearson correlation

1

**

0.158

Risk-taking 2

Pearson correlation

**

1

0.199*

Risk-taking 3

Pearson correlation

0.158

0.199*

1

Risk-taking 1

0.435

0.435

** Correlation significant to level 0.01 (bilateral)
* Correlation significant to level 0.05 (bilateral)

However, as can be seen from Table 3.6, the removal of risk-taking item 1, which is not
significantly associated with the rest of the indicators, improves Cronbach’s alpha from 0.78 to
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0.821 although it does not generate any significant improvement. For this reason, we decided to
verify the dimensionality of the “risk-taking” variable. To do so, we conducted a PCA.

Table 3.6 – Cronbach’s alpha without item for “risk-taking” variable

Cronbach’s
alpha after
item had
been
removed
Risk-taking 1

0.821

Risk-taking 2

0.605

Risk-taking 3

0.652

The principal component analysis reveals the unidimensionality of the “risk-taking” variable,
with more than 69.546% of total variance on the first axis (see Table 3.7). Our scale therefore
appears to be reliable and valid.

Table 3.7 – Principal component analysis of “risk-taking” variable
Component

Initial eigenvalues
Total

% of variance

Extraction: sum of squares of factors used
%

Total

% of variance

% cumulative

69.546

69.546

cumulative
1

2.086

69.546

69.546

2

0.613

20.442

89.988

3

0.300

10.012

100.000

2.086

Extraction method: principal component analysis

3.3.2. Measuring innovation in franchising networks
The scale used to measure indicators of innovation in franchising networks includes the various
indicators of two dimensions: innovation intensity and nature of innovation.

3.3.2.1. Evaluating the quality of indicators used to measure innovation intensity
Table 3.8 presents the correlations between the different indicators used to measure innovation
intensity. All of these correlations are positive and significant. Cronbach’s alpha is 0.825 (>
0.5). The reliability of this scale can therefore be said to be satisfactory.
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Table 3.8 – Correlation matrix for indicators used to measure innovation intensity
Int1

Int2
0.326

Int3
**

0.413

Int4
**

0.332

Int5
**

0.399

Int6
**

0.303

Int7
**

0.530**

Int1

Pearson correlation

1

Int2

Pearson correlation

0.326**

1

0.420**

0.413**

0.442**

0.248*

0.221*

Int3

Pearson correlation

0.413**

0.420**

1

0.550**

0.539**

0.413**

0.450**

Int4

Pearson correlation

0.332**

0.413**

0.550**

1

0.556**

0.368**

0.472**

Int5

Pearson correlation

0.399**

0.442**

0.539**

0.556**

1

0.368**

0.409**

Int6

Pearson correlation

0.303**

0.248*

0.413**

0.368**

0.368**

1

0.437**

Int7

Pearson correlation

0.530**

0.221*

0.450**

0.472**

0.409**

0.437**

1

** Correlation is significant to level 0.01 (bilateral)
* Correlation is significant to level 0.05 (bilateral)

3.3.2.2. Evaluating the quality of indicators used to measure the nature of innovation
Table 3.9 presents the correlations between the different indicators used to measure the nature
of innovation. All of these correlations are significant except for items 2 and 3. Cronbach’s
alpha is 0.59 (> 0.5).

Table 3.9 – Correlation matrix for indicators used to measure the nature of innovation
Nat1

Nat2
0.287

**

Nat3
0.261

Nat4

**

0.230*

Nat1

Pearson correlation

1

Nat2

Pearson correlation

0.287**

1

0.200

0.392**

Nat3

Pearson correlation

0.261**

0.200

1

0.303**

Nat4

Pearson correlation

0.230*

0.392**

0.303**

1

** Correlation is significant to level 0.01 (bilateral)
* Correlation is significant to level 0.05 (bilateral)

However, as can be seen from Table 3.10, the removal of items 3 and 4, which are not
significantly associated with the rest of the indicators, does not result in an improvement in
Cronbach’s alpha. We therefore decided to verify the dimensionality of this variable. To do so,
we carried out a principal component analysis.
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Table 3.10 – Cronbach’s alpha without item for “nature of innovation” variable

Cronbach’s alpha after item had been removed
Nat1

0.534

Nat2

0.519

Nat3

0.553

Nat4

0.500

The principal component analysis indicates that the measurement scale for this variable is
unidimensional, with 46.6% of total variance on the first axis (see Table 3.11). Our scale
therefore appears to be reliable.

Table 3.11 – Principal component analysis of “nature of innovation” variable
Component

Initial eigenvalues
Total

Extraction: sum of squares of factors used

% of variance

%

Total

% of variance

% cumulative

46.068

46.068

cumulative
1

1.843

46.068

46.068

2

0.831

20.774

66.842

3

0.759

18.979

85.821

4

0.567

14.179

100.000

1.843

Extraction method: principal component analysis

3.3.3. Measuring overall performance of franchising networks
By studying the correlation matrix for the different indicators used to measure each franchising
network’s performance variables (see Table 3.12), we can see that they are positively and
significantly correlated. Cronbach’s alpha is also a satisfactory 0.941 (> 0.5). The internal
consistency of this scale can therefore be said to be satisfactory.
Table 3.12 – Correlation matrix for the different indicators used to measure the overall
performance of franchising networks
Per1

Per2
0.821

Per3

**

0.811

Per4

**

0.748

Per5

**

0.730**

Per1

Pearson correlation

1

Per2

Pearson correlation

0.821**

1

0.764**

0.747**

0.660**

Per3

Pearson correlation

0.811**

0.764**

1

0.750**

0.743**

Per4

Pearson correlation

0.748**

0.747**

0.750**

1

0.759**

Per5

Pearson correlation

0.730**

0.660**

0.743**

0.759**

1

** Correlation significant to level 0.01 (bilateral)
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The principal component analysis produced a single factor. At 80.824%, it preserves the
unidimensionality of this measurement (see Table 3.13).

Table 3.13 – Principal component analysis of overall performance of franchising networks
Component

Initial eigenvalues

Extraction: sum of squares of factors used

Total

% of variance

% cumulative

Total

% of variance

% cumulative

1

4.041

80.824

80.824

4.041

80.824

80.824

2

0.363

7.269

88.093

3

0.244

4.886

92.980

4

0.208

4.168

97.147

5

0.143

2.853

100.000

Extraction method: principal component analysis

3.4. Determining the optimal number of configurations
One of the major problems inherent in the taxonomic-type configurational approach is
determining the number of configurations to be analyzed (Ketchen & Shook, 1996). Although
there is no strict rule, the optimal number of configurations can be obtained using the
hierarchical classification method (Malhotra, 2004, p. 548; Evarard et al., 2009, p. 424).
Taxonomic analysis produces more valid results if the division into “n classes” results from the
hierarchical classification method than if it is generated randomly (Jolibert & Jourdan, 2006, p.
371).

However, this method cannot be used for databases containing more than 100 observations.
When the number of observations is high, the resulting dendrogram proves impractical to use.
Given the size of the sample in our survey (99 empirical observations), the hierarchical
classification procedure is possible.

We therefore tried to determine the optimal number of configurations by conducting a
hierarchical cluster analysis using SPSS 20. This analysis was based on Ward’s agglomerative
hierarchical method, which is the most commonly used method to evaluate the level of
similarities or differences between observations (Aldenderfer & Blashfield, 1984). The
hierarchical classification procedure involves establishing a dendrogram (Jolibert & Jourdan,
2006, p. 357). This is a graph (see Figure 3.1) which in principle serves as the basis for
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determining the number of classes/configurations (Malhotra, 2004, p. 542; Evarard et al., 2009,
p. 424).

The decision-making criterion is based on observation of the ranges of variation in the merger
index: a sudden variation indicates that the groups are becoming too heterogeneous for the
merger to be accepted (Jolibert & Jourdan, 2006, p. 357). All that is needed is to cut the
classification tree at a certain level and look at the “branches” that fall off (Bouroche &
Saporta, 1989, p. 55). By looking at the dendrogram produced using the hierarchical
classification (see Figure 3.2), we can see that a division into four groups is most pertinent.

By limiting the number of configurations to 4, the non-hierarchical classification procedure
produced a well-balanced distribution. These configurations are made up of 30 observations for
the first, 26 for the second, 27 for the third and 16 for the fourth. It would therefore appear that
the most representative configuration of the sample is A, while B is the least representative.

Table 3.14 – Number of representative franchising networks in each configuration
Configuration
A
B
C
D
Total

Number of networks
30
26
27
16
99

Percentage
30%
26%
27%
16%
100%

The numbers in each configuration exceed the statistical threshold of 10% (Evarard et al. 2009,
p. 427), i.e. more than 10 observations per class. The size of the population studied is not
sufficiently large to enable us to retain a class below this threshold. If for example
configuration D had only five representative franchising networks, we would have had to
restart the analysis with one group less (3). As we can see from Table 3.14, the breakdown into
four classes of the 99 franchisors surveyed is balanced. There is therefore no need to redo the
analysis.
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Figure 3.2 – Dendrogram of a hierarchical classification

Group 1

Group 2

Group 3

Group 4
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3.5. Verifying the taxonomy’s validity
We used analysis of variance (ANOVA) to verify the statistical validity of our empirical
taxonomy (Dancey & Reidy, 2007, p. 326). The variations between the scores of the different
groups (“inter-group variance”) and within the groups (“intra-group variance”) were analyzed
in turn. The ANOVA was conducted based on the following variables: the three dimensions of
entrepreneurial orientation (innovativeness, proactivity and risk-taking), innovation intensity
and nature of innovation.

Table 3.15 – Analysis of variance (ANOVA)

Innovativeness

Proactivity

Risk-taking

Innovation intensity

Nature of innovation

Inter-group
Intra-group
Total
Inter-group
Intra-group
Total
Inter-group
Intra-group
Total
Inter-group
Intra-group
Total
Inter-group
Intra-group
Total

Sum of
squares
232.842
105.005
337.847
45.634
89.014
134.648
38.558
106.479
145.037
96.069
76.840
172.908
59.541
71.677
131.218

ddl
3
95
98
3
95
98
3
95
98
3
95
98
3
95
98

Mean of
squares
77.614
1.105

F

Sig

70.219

0.000*

15.211
0.937

16.234

0.000*

12.853
1.121

11.467

0.000*

32.023
0.809

39.591

0.000*

19.847
0.754

26.305

0.000*

* Significant to 5%

As Table 3.15 shows, the analysis of variance presents significant Fisher tests for all
classification criteria to a threshold of 5%. This confirms the statistical validity of the
classification. As well as evaluating the reliability of the results, the analysis of variance can be
used to detect the most significant classification variables. Value F, which is defined by the
ratio between inter- and intra-group variance (Dancey & Reidy, 2007, p. 331), is used to
identify the most important and discriminant classification variables in the four classes.
The results presented in Table 3.15 show that all of the classification variables are significant
and allow us to differentiate between the four network configurations (significant Fdistribution; p < 0.05). The most important and discriminant variables and those with the
largest F value are as follows: innovativeness (F = 70.2), innovation intensity (F = 39.5) and
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nature of innovation (F = 26.3). The least discriminant variables and those with the lowest F
value are those linked to proactivity (F = 16.2) and risk-taking (11.4).
In what follows, the results of the non-hierarchical classification will be used to identify the
profiles of representative entrepreneurs in each configuration.

3.6. Identifying profiles associated with each configuration
Having verified the pertinence of taxonomic structure divided into four classes, the network
configurations and their associated profiles are defined using the classification variables. We
began by calculating median values and the first and third quartiles for each classification
criterion (see Table 3.16). Then, by studying the means obtained for each classification variable
and for each class, we were able to assess the significance of each of the different
configurations obtained (see Tables 3.17 and 3.18).

Table 3.16 – Descriptive statistics for each classification variable
Classification variable

Percentiles
25%

50%

75%

Innovativeness

2.0000

3.5816

5.0000

Proactivity

4.3333

5.3333

6.0000

Risk-taking

3.6667

4.2778

5.0000

Innovation intensity

3.0000

4.1429

5.1429

Nature of innovation

3.0000

3.7156

4.2500

Performance in terms of growth

3.5000

4.5000

5.5000

Based on the descriptive statistics presented in Table 3.16, it is possible to deduce trends for
each classification variable. For example, in the case of innovativeness, the median value is
3.58, meaning that almost 50% of the sample of franchisors scored less than 3.58. The quartile
values can be interpreted as follows: one quarter of the sample scored less than 2 on
innovativeness and another quarter scored more than 5. Tables 3.17 and 3.18 present the values
of these variables for each class and an interpretation thereof in light of the above statistics.
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Table 3.17 – The four network configurations and interpretations thereof
Innovativeness Proactivity
Config A
Config B
Config C
Config D

Low
High
Very low
Very high

Average
High
Low
Very high

Risktaking
High
High
Low
High

Innov.
intensity
High
Low
Low
Very high

Nat. of
innov.
High
Low
Very low
Very high

Growth
Low
High
Low
Very high

Table 3.18 – Average scores of classification variables for each configuration
Classification variable

Innovativeness

Proactivity

Risk-taking

Innovation intensity

Nature of innovation

Performance in terms of growth

Configuration
A
B
C
D
A
B
C
D
A
B
C
D
A
B
C
D
A
B
C
D
A
B
C
D

Average
score
2.5000
5.0000
2.0000
6.0000
5.3333
5.6667
4.3333
6.3333
4.5000
4.5000
3.6667
5.1667
5.0000
3.1429
3.2857
5.2857
4.2500
3.5000
2.7500
4.7500
4.3635
4.7500
3.8333
5.5000

Values
+
-++
0
+
++
+
+
+
+
++
+
-++
+
++

These average scores highlight the coexistence of four network configurations, which we have
labelled as follows: “inventors”, “protectors”, “optimizers” and “pioneers”.

Each configuration can therefore be identified by a center or “prototype observation”, which is
defined by the average scores achieved for each of the classification variables. This makes it
possible to evaluate the degree of similarities or differences between the different
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configurations, as presented in Table 3.19. The shorter the distance between these centers, the
greater the similarity between the configurations (Malhotra, 2004, p. 546).

Table 3.19 – Distances between the final centers of each class
Class

A

A

B

C

D

3.297

2.834

3.735

3.471

2.914

B

3.297

C

2.834

3.471

D

3.735

2.914

5.511
5.511

It would appear that the greatest distance (5.511) is between Configuration C (optimizers) and
Configuration D (pioneers), whereas Configuration A (inventors) and Configuration C appear
to be quite close (2.834). We can also see that there is a significant distance (3.471) between
Configuration B (protectors) and Configuration C.
In order to refine our analysis of the significant differences between the four network
configurations, Scheffé’s test was carried out to compare the means of each classification
variable. The results of this test, which are presented in the table in Appendix 4, show that the
four configurations obtained are significantly different from one another (significant Scheffé
test; p < 0.05).

3.7. Interpreting the configurations obtained
By carrying out a hierarchical classification, backed up by a non-hierarchical classification, we
were able to highlight the coexistence of four configurations of franchisors. Each configuration
is represented by a specific franchisor portrait, respectively labelled “inventors”, “protectors”,
“optimizers” and “pioneers” (see Table 3.20). The aim of this section is to interpret the
different configurations identified. Studying the average scores of each class and for each
classification variable revealed the characteristics of each configuration. Those variables that
were not used as classification criteria and which may include performance variables were also
taken into consideration when interpreting our four profiles. The results of the Scheffé test (see
Appendix 4) were also used to analyze each configuration.
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Table 3.20 – Taxonomy of franchising networks based on two variables: entrepreneurial
orientation and innovation
Innovation

Enterprising
Entrepreneurial
orientation

organization

Innovative

Traditionalist

organization

organization

Pioneers
Very strong
performance

Optimizers
Strong performance

Conservative

Inventors

Protectors

organization

Weak performance

Weak performance

3.7.1. Inventors
The first configuration of franchisors are labelled “inventors”. This profile, which represents
around 30%, is the most representative in the survey sample. “Inventors” are located midway
between their pioneering and protective counterparts. They are at the head of an organization
that has adopted a posture that is both conservative and innovative. They are constantly looking
for a certain balance between operating on new markets and preserving their base. To do this,
the “inventors” adopt a hybrid strategy: an offensive strategy based on introducing new
products and a defensive strategy designed to preserve their traditional offer. They nonetheless
experience difficulties in ensuring growth, which can be explained by the imbalance between
these two strategies. Although these franchisors favor high-risk innovative projects, their
attitude is “reactive”, whereby they seek to preserve their original business concept and core
market. This “reactive” (or “defensive”) attitude can be explained by their fear of commercial
failure (a costly breakthrough innovation within the franchising network that fails to find its
market). In order to maintain their equilibrium, inventive franchisors feel obliged to refocus on
their original concept. However, wary of the expenditure inherent in breakthrough innovations,
they are unable to push forward this concept. This explains the low innovativeness score
recorded among the “inventors”.

3.7.2. Optimizers
The second configuration is identified as being made up of “optimizers”. This profile represents
around 26% of our sample. These franchisors are at the head of an organization that adopts a
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hybrid posture that is at once enterprising and conservative. Although they do not propose any
innovative concepts, their position is characterized by a strong commitment to innovativeness,
risk-taking and proactivity. They also generally focus on their traditional market, which they
try to control with aggressive offers of products that stand out at a competitive price. Whereas
“inventors” value innovation, “optimizers” consider that innovation and the development of
new concepts come at a cost that hinders the overall performance of the network. By falling
back on their original business concept and core market, they generate attractive profits that can
be reinvested in the development of their core concept. To do this, the network’s actions in
relation to innovativeness, risk-taking and proactivity are taken with a view to promoting this
concept.

3.7.3. Protectors
The third configuration is made up of franchisors labelled as “protectors”, who opt for a
conservative and traditionalist structure. They represent around 27% of our sample. These
franchise organizations display low levels of entrepreneurial orientation. They are reluctant to
innovate, risk-averse and react defensively. This explains the use of the term “conservative” to
describe these organizations (Lumpkin & Dess, 1996). They have also been described as
“traditionalist” as they do not launch new products or services. They target a relatively stable
market, which they endeavor to protect through traditional offers. Their main priority is
stability. Because these franchisors adopt a posture that is conservative and traditionalist, they
are vulnerable to changes that take place in their environment. They are not well positioned to
exploit any new opportunities that may arise. Their performance in terms of growth has fallen
considerably over the last five years.

3.7.4. Pioneers
The fourth and final configuration is made up of pioneering franchisors who favor
organizations that are both enterprising and innovative. They are described as enterprising as
they display high levels of entrepreneurial orientation and achieve positive scores in each of the
three dimensions used: innovativeness, proactivity and risk-taking. The franchisors who
manage such structures are driven by a threefold motivation: to innovate, take considerable
risks and act proactively in order to exploit new opportunities as they arise. In order to conquer
new markets, pioneers constantly seek to develop “futuristic” concepts that mark a departure
from their original business concept. Like the “prospectors” of Miles & Snow (1978), pioneers
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diligently monitor what goes on in their environment and do not hesitate to take enormous risks
in order to acquire and master the new technologies that will enable them to remain at the
forefront of change. The question facing these franchisors is: “which new concepts should we
develop in light of the opportunities available?” In contrast, protective or conservative
franchisors ask themselves: “how can we protect our original business concept in order to cope
with current restraints?” New concepts are novel at the risk of not finding their market, yet
pioneers continually succeed in creating new markets. The success of enterprising and
innovative organizations is also marked by astonishing performances. These franchisors
recorded the highest score for performance in terms of growth.

In conclusion to this chapter, a taxonomic analysis was conducted using a dual classification
(hierarchical and non-hierarchical) on an empirical sample of 99 franchisors. The resulting
taxonomy revealed four “empirical” franchising network configurations. Each one is
represented by a specific franchise portrait, labelled “inventors”, “protectors”, “optimizers” and
“pioneers”. This taxonomy challenges the binary logic that contrasts enterprising and
conservative organizations. Our taxonomy is indeed positioned on a dual continuum: franchise
structures that have adopted an “entrepreneurial” versus “conservative” posture and those that
have adopted an “innovative” versus “traditionalist” posture.

This chapter makes a threefold contribution: empirical, theoretical and practical. Our empirical
contribution is to propose a classification of franchising networks based on two parameters:
entrepreneurial orientation and innovation. This classification serves to corroborate and
complement existing models that position organizations along an “enterprising–conservative”
continuum.

Our

primary

theoretical

contribution

relates

to

the

nuance

between

“innovativeness” and “innovation”, which are not always positively associated with one
another. An example is the inventive franchisors in Configuration A, who are reluctant to
innovate. Yet they take considerable risks in order to be able to introduce breakthrough
innovations. Instead of focusing on the ongoing renewal and improvement of their original
business concept, these “inventors” look for completely novel concepts. This exposes them to a
twofold risk: 1) their original business concept may become outdated, causing them to lose
their traditional market; 2) and the new concept is at risk of not finding its market. It is for this
reason that the franchisors in Configuration A see a decline in the overall performance of their
franchising networks. It should also be noted that in terms of innovation management these
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franchisors appear particularly to suffer from the dilemma between protecting the uniformity of
their business concept and introducing innovations to their network (Dada & Watson, 2013).

In light of these conclusions, we can identify the practical implications of this study. The
results remind practitioners of the ponderance of entrepreneurial culture. We have observed
that entrepreneurial-type franchising networks (pioneers and optimizers) achieve the highest
levels of performance, and, in contrast, that conservative-type networks (inventors and
protectors) have seen performance fall. The management system and framework in the latter
type of franchising networks could usefully be revisited in order to limit this decline in
performance.

The approach adopted in this chapter was that of configurational analysis, with a systemic
vision of organizations as a set of inter-connected elements but without operating a distinction
between explanatory factors and factors to be explained. The contingency approach developed
in the following chapter will enable us to modify and complement this point of view by
introducing causalities between the three elements (entrepreneurial orientation, innovation and
performance) and by moderating these causalities with the use of certain variables.
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Chapter 4 – A study of the relationship between innovation and performance
Innovation is highly important for the long-term survival and growth of franchising networks.
Yet franchisors face a particular challenge in terms of innovation management, as they must
manage new ideas while at the same time maintaining the integrity of the franchising system
(Dada & Watson, 2013).

Different types of innovation can be identified within franchising networks (see Chapter 2).
Dioux & Dupuis (2009) point out that all retail networks comprise two dimensions:
• The front office, which can be directly perceived by the consumer. This might include a new
store concept, new types of customer relations or advice, or a new type of service.
• The back office, of which the consumer is unaware in most cases. This might include
procurement methods such as e-marketplaces, cold chains, systems for the distribution and
breakdown of goods, or data-processing systems.

It is possible to apply this distinction to franchising networks. Front-office innovations consist
mainly of innovations that lead to revenue increases in the units concerned and therefore to
franchise royalties (even if this means increasing the costs borne by franchisees), whereas backoffice innovations are designed more to reduce the costs of running the network.

The main objective of this chapter is to determine whether or not innovation leads to an
improvement in performance within franchising networks and, if so, to identify the conditions
for this improvement. Here, the notion of performance is understood in terms of growth but
also in the financial sense of the term. We therefore hope to confirm that franchisors who
introduce certain types of innovations experience more rapid growth and better economic and
financial performances.

Furthermore, the differences between networks in terms of entrepreneurial orientation may lead
to different results in terms of innovation. Franchisors implement various strategies designed to
create value for their clients and generate a competitive advantage for themselves. Several
studies in the management literature have focused on the direct relationship between an
organization’s strategic orientation and its capacity to produce innovations or its performance
(Paladino, 2007; Grinstein, 2008; Hakala, 2010). However, no-one has yet studied this
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relationship in the context of franchising networks. It is unknown whether a franchisor’s
entrepreneurial orientation can facilitate the introduction of a particular type of innovation, or
whether such innovations lead to an improvement in performance. It is also unknown if other
moderating/mediating variables have an impact on the relationship between innovation and
performance within franchising networks. In this chapter we focus on the mediating role of
innovation in the relationship between entrepreneurial orientation and performance in the
context of franchising networks. We also consider the influence of two moderating variables:
franchising rates and the phase of a network within its life cycle.

4.1. Studying the relationship between innovation and performance among franchisors
4.1.1. Review of the literature and hypotheses
4.1.1.1. The relationship between innovation and performance among franchisors

Several studies have highlighted the relationship between a company’s innovation and its
performance (Gatignon & Xuereb, 1997; Han, Kim & Srivastava, 1998; Roberts, 1999; Henard
& Szymanski, 2001). Yet innovation is no guarantee of an improvement in performance
(Pelham, 1997). Launching a new product on the market without increasing one’s market share
does not lead to an improvement in performance (Baker & Sinkula, 2002). For example,
extending product lines and brands may be successful but perhaps at the expense of existing
products (cannibalization) (Chandy & Tellis, 1998). Furthermore, new generations of products
often replace older generations simply to allow the company to remain competitive.
Transforming the introduction of new products into increased earnings may prove particularly
difficult for small companies as they are less likely to have the financial resources and market
power to maximize the take-up rate of their new products (Chandy & Tellis, 2000). So, while
there may be a relationship between innovation and performance generally speaking, it is
important to note that other factors have a moderating influence on the strength of this
relationship (Ravindranath & Grover, 1998).

In order to avoid a decline in business, franchisors must invest in innovation and the renewal of
their business concepts. Yet the success of innovation strategies presupposes the existence of
favorable organizational and technological conditions. According to Szulanski & Jensen
(2008), the exact replication of existing know-how engenders greater growth in innovation and
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adaptation to local markets. These authors assert that innovation in franchising networks can
only succeed if there is an in-depth understanding of the know-how and conditions required to
implement that innovation on new markets. Other studies have shown that change and
innovations are often sources of tension in franchising networks (Withane, 1991; Kaufman &
Eroglu, 1999; Watson, Stanworth, Healeas, Purdy & Stanworth, 2005). In the current study, we
endeavor to determine whether there exists a positive relationship between innovation and
performance in the particular context of franchising networks.

H1: Innovation is directly and positively linked to the performance of franchisors.

In the context of mixed franchising networks – with both franchised units and units owned
outright – Bradach (1997, 1998) has pointed to the advantages generated by this structural mix
in terms of innovation. According to the author, such a mix enables overall adaptation with a
view to creating a new generation of concepts. A process of mutual adaptation takes place:
units that are owned outright make it easy to test innovations before they are extended to
franchisees. This process facilitates the creation, testing, selection and application of new ideas.
Franchisees monitor the competition and put pressure on franchisors to secure the necessary
adaptations, thus favoring innovation. Elsewhere, Lewin-Solomons (1999) has demonstrated
the advantages of mixed networks in the context of innovation management in American fastfood networks. We can see, therefore, that mixed networks should influence not only the
introduction of new innovations but also the relationship between innovation and performance.
For if plurality facilitates innovation management within the network, then it should also have a
positive effect on the relationship between innovation and the franchisor’s performance.

However, Cliquet & Nguyen (2004) explain that it is difficult for franchisors to develop their
business concept in any significant way when such a change would require major investment
on the part of franchisees. Franchisors cannot impose anything they like on their franchisees, so
it is a question of convincing them to adopt each innovation. In fact, while the introduction of
innovations in branches is relatively unproblematic, the diffusion of innovations to franchised
units requires particularly intense efforts. One of the drawbacks of the franchise model is that
franchisees are in a position not to adopt all of the changes demanded by the franchisor in units
owned outright. This makes it likely that the diffusion of innovations in extensively franchised
networks will run up against problems that will have a negative effect on performance.
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H2: Franchising rates have a moderating impact on the relationship between innovation and
performance.

Studies on ambidexterity (the capacity of organizations to simultaneously produce incremental
and breakthrough innovations) have shown that organizations need to generate two types of
innovations in order to ensure their long-term survival (March, 1991):
- they must prepare for the future by introducing breakthrough innovations targeting new
markets or using new know-how. These innovations will ensure their long-term profitability;
- they must maintain their market share and generate short-term revenue by developing
incremental innovations or by adapting their business concepts.

The academic literature offers examples of franchise structures that enable breakthrough and
incremental innovations to be combined. Birkinshaw & Gibson (2004) look at the example of
Nokia, which develops innovative products while maintaining investment levels and the
dynamism of its franchising network. 2 While the relationship between ambidexterity and
company performance has been established (Tushman & O’Reilly, 1996; Birkinshaw &
Gibson, 2004; He & Wong, 2004; Jansen, Van Den Bosch & Volberda, 2005), there are no
existing studies establishing a relationship between the performance of a franchisor and the
types

of

innovations

generated

(breakthrough/incremental)

either
or

in
in

terms

of

the

terms

degree
of

of

innovation
content

(product/service/process/organization/commercial/concept/logistics).

Generating radical innovations (new to the market) often requires significant levels of
investment. As a result, this innovation strategy, which is financially risky, does not necessarily
ensure long-term profitability for the franchisor. A more optimal strategy would be to generate
a few radical innovations during the start-up phase and then extend one’s competitive
advantage by introducing a whole series of incremental innovations (some of which may be
inspired from the actions of competitors or those of franchisees in other sectors or on foreign
markets). However, for the purposes of this research we consider breakthrough innovations as
2

Nokia began by “exploring” the mobile phone business while specialized in the trade of mainstream electronic
goods in the 1980s, before going on to run successful mobile phone operations over a period of two decades.
However, Nokia failed in its exploration and exploitation of the new options associated with mobile technology
(smartphones and tablets) during the 2000s.
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an attack on the competition that is initiated by franchisors to improve their market position and
performances. We therefore propose the following hypothesis:

H3: Breakthrough innovations have a greater impact than incremental innovations on a
franchisor’s performance.

4.1.1.2. The relationship between entrepreneurial orientation and innovation among franchisors

The concept of entrepreneurial orientation (EO) stems from studies carried out by researchers
such as Miller (1983, p. 170). EO relates to the behavioral processes that are essential to
penetrate new or existing markets with new or existing goods, particularly in dynamic
competitive environments. There is consensus in the academic literature that EO comprises
three dimensions: innovativeness, risk-taking and proactivity (Wiklund & Shepherd, 2005).
These dimensions were explained and defined in Chapter 3 above.

Innovation is at the heart of entrepreneurship, but not all innovations are the result of a strong
EO. Routine innovations, such as extending product lines, particularly in response to the
actions of competitors, can be found in most companies. Innovation that is inspired by EO is
about more than adapting or reacting to market trends; it aims at “the rejunevation, renewal and
redefinition of organizations, their markets or industries” (Covin & Miles, 1999, p. 50). It is
through this opportunity identification process with the objective of regenerating, renewing and
redefining that radical concepts for new products are born. The very nature of this process
requires the type of unlearning and generative learning that is central to radical innovation
(Slater & Narver 1998; Baker & Sinkula, 2002). At the same time, is important to distinguish
between the process and its results, which explains why EO and innovation must be seen as
distinct constructs (Lumpkin & Dess, 1996; Hult & Ketchen, 2001). Empirical results have
shown that EO has a positive impact on the introduction of innovations in small companies
(Baker & Sinkula, 2009).

While franchises have an important role to play in many economies, few studies so far have
focused on the issue of EO in the franchising context (Falbe, Dandridge & Kumar, 1998; Dada
& Watson, 2013) or that of retail trade (Griffith, Noble & Chen, 2006), in which franchising is
a widespread practice. This is most likely due to the fact that the concept of franchising is built
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on standardization, a notion that runs counter to the flexible strategies needed to favor EO
(Dada & Watson, 2013). Nonetheless, building on what we have set out above, we suppose that
the EO of franchisors has a positive impact on the introduction of innovations in their networks.

H4: A franchisor’s EO is directly and positively linked to innovation.

The type of innovation that is most likely to be associated with a strong EO is radical
(breakthrough) innovation. Companies with a strong EO are likely to develop completely new
concepts or products/services which respond to the latent needs of their customers. Generating
such types of innovation depends on management’s vision rather than on traditional market
research. Therefore:

H5: EO has a greater impact on breakthrough innovations than on incremental innovations.

Finally, the relationship between entrepreneurial orientation and innovation may be affected by
the phase of a franchising network within its life cycle. Young companies suffer from a liability
of newness. They have less-developed knowledge of the markets and of their customers, which
may cause them to adopt inefficient practices (Ramaswami, Srivastava & Bhargava, 2009).
What is more, they have fewer resources with which to develop innovative projects. In contrast,
companies that are already well established benefit from specific knowledge of their sector,
significant financial resources and greater experience, which may enable them to introduce
more innovations. This means that the phase of a franchising network within its life cycle may
have a moderating effect on the relationship between EO and the innovations introduced by the
franchisor:

H6: The relationship between EO and the innovations introduced by franchisors is more
important in well-established networks than in young networks.

4.1.1.3. The relationship between entrepreneurial orientation and performance among
franchisors
The theoretical relationship between EO and performance has received much attention (Zahra
& Covin, 1995). Companies with a strong EO adopt behaviors that are stimulated by the search
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for higher profits (Li, Zhao, Tan & Liu, 2008) in a way that promotes and supports their
competitive positions (Knight, 1997; Covin & Miles, 1999). Being a pioneer in a given sector
by being the first to introduce new products or new technologies brings many advantages
(Zahra, 1993; Zahra & Covin, 1995). Such companies can set high prices, target the most
lucrative market segments, control retailing networks, launch their products as references on
their market or sector (Zahra & Covin, 1995), and establish a reputation as a technological
leader (Walter, Auer & Ritter, 2006). Such actions, which are effective in regenerating
organizations and their markets or sectors (Covin & Miles, 1999), may reinforce market share
(Zahra & Covin, 1995) and generate high levels of profit (Walter et al., 2006).

Several empirical studies have confirmed that there is a positive link between entrepreneurial
orientation and company performance. Based on a meta-analysis of 51 empirical studies,
Rauch, Wiklund, Lumpkin & Frese (2009) conclude that the correlation between EO and
performance is quite significant (r = 0.242) and that this relationship is robust in respect of the
different operationalizations and different cultural contexts. However, the empirical results of
the studies considered contradict one another. Some studies show a direct and positive effect of
EO on revenue and performance in companies of different sizes and types (Covin & Slevin,
1986; Zahra, 1991; Smart & Conant, 1994; Zahra & Covin, 1995). Some also show that the
effect of EO on performance is more pronounced in turbulent markets (Covin & Slevin, 1989;
McKee, Varadarajan & Pride, 1989). Yet other studies find no significant relationship between
EO and performance (Li, Zhang & Chan, 2005; Stam & Elfring, 2008), or that it has a negative
effect (Hart, 1992) or that the two have a curvilinear relationship (Tang, Tang, Marino, Zhang
& Li, 2008). There are two possible explanations for this: first, the effect of EO on performance
may be context-specific (Lumpkin & Dess, 1996); second, the relationship between EO and
performance may indeed be curvilinear.

This relationship has received little attention in the specific context of franchising networks.
Franchisors’ desire for uniformity may go some way towards explaining why the number of
studies on EO is limited in the context of franchising. While franchisors endeavor to maintain
standardization and control their franchisees so as to protect the brand’s reputation, franchisees
look for autonomy in operating their local units (Kidwell, Nygaard & Silkoset, 2007).
However, increased levels of autonomy for franchisees may increase the costs associated with
the problems of agency (free riding in particular) that arise in all franchisor-franchisee dyads
(Cochet, Dormann & Ehrmann, 2008). Free riding may damage a brand’s reputation and a
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company’s survival as a whole (Kidwell et al., 2007), meaning it can have negative
consequences for the performance of networks.

A recent study by Dada & Watson (2013) nonetheless reveals a positive link between the EO of
franchisees and performance in terms of growth and the results of the network’s individual
units. Furthermore, their results indicate that the support functions of the franchising system as
well as the clauses in franchising contracts play an important role in favoring the EO of an
organization. As far as we are aware, no research has yet focused on the effect of franchisors’
EO on performance. But by drawing on our theoretical propositions, which are partially
validated by empirical studies, we suppose there to be a positive relationship between EO and
performance in the case of franchisors.

H7: The EO of franchisors is directly and positively linked to their performance.

Elsewhere, Baker & Sinkula (2009) have shown that innovation acts as a variable that mediates
the effect of EO on performance in the context of small companies. The EO-performance
relationship is also therefore indirect, given that innovation (products, services, processes, etc.)
acts as a mediating variable. Drawing on this analysis, we can assert that a franchisor with a
strong EO will look for new opportunities, which may lead to high profitability provided that
the innovation process succeeds and that innovations are effectively introduced to the network.

H8: EO has an indirect effect on the performance of franchisors through innovation.

Nonetheless, this relationship may be moderated by the franchising network’s life cycle. Su,
Xie & Li (2011) suggest that young companies may suffer from liability of newness
(Stinchcombe, 1965; Freeman, Carroll & Hannan, 1983) and that the EO-performance
relationship is different in young and in well-established companies. Young franchising
networks may lack resources and not have the necessary means to back up their strong EO.
Furthermore, these networks have not yet been able to build up their legitimacy and social
links, two highly important dimensions in making the most of entrepreneurial orientation
(Zimmerman & Zeitz, 2002). Inversely, well-established franchising networks require an
entrepreneurial orientation in order to identify new opportunities on the market and further
develop their competitive advantages.
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We therefore suppose that the positive impact of EO on performance will differ depending on
the phase of the franchise within its life cycle and that this will have a moderating effect on the
relationship:

H9a: The direct relationship between the EO and performance of franchisors is more
pronounced in well-established networks than in young networks.

H9b: The indirect relationship between the EO and performance of franchisors (with
innovation as an intermediary) is more pronounced in well-established networks than in young
networks.

The proposed model and the different testable hypotheses are summarized in Figure 4.1.

Figure 4.1 – General model: innovation as a mediating variable in the relationship between
EO and performance
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4.1.1.4. Control variables
The size of a network is likely to have an impact on the performance of its franchisor. This is
why we introduced size as a control variable, measured by the total number of units in the
network.

Turbulence in a company’s environment brings new opportunities although with high levels of
risk (Kohli & Jaworski, 1990). This means that the impact of such turbulence on the
performance of franchisors is ambiguous. In this study we consider networks in a given sector
to be subjected to the same level of instability, and we therefore control for this effect by
introducing sector-specific variables to the models used.

4.1.2. Empirical study: methodology
4.1.2.1. Definition of variables
(1) Performance:

The absence of studies on innovation and performance in franchising can at least partly be
explained by the difficulties in measuring and accessing the data. The accounting data on
franchising networks are not easily accessible for reasons of confidentiality and competition
(Shane, 2005). Certain franchising studies have nonetheless used financial measures of
performance (Michael, 2003; Barthélemy, 2008). In our study of the relationship between
innovation and performance, we used two types of data: economic profitability indicators taken
from the DIANE database, and subjective measures of performance based on our questionnaire
for franchisors.

Economic profitability is a measure of efficiency: it reflects the return on all of the franchisor’s
capital investments (whether borrowed or owner’s equity) and is calculated as a three-year
average (2011-2013) in order to minimize measurement errors. Subjective performance
measures do not relate to efficiency but rather growth. Here, performance is based on an
assessment of the growth of business indicators over the last five years (or since the network
was first established), whether in commercial or accounting terms (revenue, recruitment,
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number of clients, market share, profits and number of retail outlets). The elements that make
up this variable share certain notions and thus provide a coherent measurement.3

(2) Innovation:

Various innovation variables are used in this study. We began by constructing an overall
innovation variable based on the different types of innovation introduced by each franchisor
over the last five years (or since the network was created). A 7-point Likert scale was used to
measure the intensity of the different innovation types and thereby determine an overall
innovation score (Cronbach’s alpha: 0.82). We then distinguished between front-office
innovations (product, service, commercial, format/concept: alpha = 0.67) and back-office
innovations (process, organizational, logistical: alpha = 0.74). We then used another
classification based on the technological nature of each innovation considered. Technological
innovations cover product, process and logistical innovations (alpha = 0.72), whereas nontechnological innovations refer to service, commercial, organizational and concept/format
innovations (alpha = 0.71). Finally, in order to account for the newness of an innovation, we
used all of the items in the question where franchisors were asked to assess the extent to which
the innovations from each type represented a breakthrough, using a 7-point Likert scale (alpha
= 0.76).

(3) Entrepreneurial orientation:

EO is measured based on three dimensions: innovativeness, proactivity and risk-taking (Lee,
Lee & Pennings, 2001; Wiklund & Shepherd, 2005). A 7-point Likert scale was used for each
of the seven components that measure EO in constructing this variable (alpha = 0.74).

(4) Franchising rates:

3

Cronbach’s alpha was used as an indicator of the reliability and validity of the measurement scales used in the
questionnaire. This coefficient makes it possible to verify whether the statements used in a measurement scale
share certain ideas, in other words whether each item is consistent with all of the other statements in the scale. In
practice, Cronbach’s alpha is a number that is lower than 1 and must be as high as possible. If it is satisfactory, the
items are deemed to be consistent with one another and can be added to determine an overall score since they are
thought to measure a single phenomenon. The quality of Cronbach’s alpha is evaluated in relation to an empirical
threshold that has been established by experience. In the case of our performance measure, Cronbach’s alpha was
greater than 0.7 (0.94), which is the threshold generally used.
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The franchising rate in a network is measured as the number of franchised units in relation to
the overall number of units.

(5) Stage in life cycle:

This variable is constructed based on the age of the franchise (number of years since the
franchising network was first opened). In order to distinguish between young and wellestablished networks, we applied a threshold of five years to create two network categories.
Where a franchise had been in existence for more than five years, its network was categorized
as well established, otherwise it was categorized as young.

(6) Control variables:

We introduced two control variables to ensure that our models had been correctly specified.
Network size was measured using the total number of units (franchises and branches). In terms
of business sector, we created 8 dichotomous variables using the following categories:
domestic goods, prêt-à-porter, other trades, automobile services, construction and real estate,
services to individuals, business services, and hotels and restaurants.

4.1.2.2. Testing the different economic models
Figure 4.1 provides an overview of all of the relationships and hypotheses that we set out to
test. Different models were used to corroborate our hypotheses. The process was divided into
four steps:
1°) we tested the hypotheses using an overall innovation variable (see Table 4.1);
2°) we tested for the existence of a differential effect between breakthrough innovations and
incremental innovations using a variable that measured the extent to which innovations
introduced represented a breakthrough (see Table 4.3);
3°) we tested the hypotheses by distinguishing between front-office and back-office
innovations (see Table 4.5);
4°) we repeated the above steps using an economic performance variable.
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For those models which include a subjective measure of performance and overall innovation or
sub-categories of overall innovation, the sample is made up of 98 franchisors who participated
in the survey (1 questionnaire could not be used because of missing data). For the model based
on the degree of breakthrough, this figure is reduced to 92 observations due to a certain number
of non-responses. For those models which include a financial measure of performance, the
sample only includes 67 franchisors as a result of the use of accounting data.

4.1.3. Empirical results
4.1.3.1 Models with a growth-oriented measure of performance
Overall assessment of innovation:
Our tests (see Table 4.1) show that the model containing all interactions is the most general,
whereby the other models, without or with less interaction, represent particular cases. In other
words, we must analyze the relationships between our principal variables (EO, innovation and
performance) not in a linear way but with regard to the franchisor’s experience in the franchise
(+ or – 6 years) and the franchising rate achieved. The former element, although it does not in
itself allow the hypotheses to be validated, should be taken into account when corroborating
our hypotheses based on moderating effects.

The performance equation shows that innovation has a positive and significant influence on
network performance. H1 is therefore corroborated. This effect is not linear, however: it is
moderated by the franchising rate. The more this rate increases, the weaker is the effect of
innovation (H2 is corroborated). The effect of innovation on overall performance is therefore
only significant in the case of relatively low franchising rates when compared to the average
rate in our sample (a maximum of around 40% to 50%, compared to a sample average of nearly
70%).
The estimated EO coefficient for young networks is not significant (–.0137 (0.968)), but in the
case of well-established networks the additional effect is positive and significant (H9a is
corroborated). Overall, the effect of EO in well-established networks is positive and very
significant (0.5847 (0.002)) (H7 is corroborated).
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Table 4.1 – Model results: overall innovation, overall performance

Model (1) vs interaction with
franchising rate, then vs model (2)
interaction with franchising rate
only vs model (2)
Innovation equation
EO
Life cycle

Without interaction
(1)
LRchi2(1) = 3.57
Prob > chi2 = 0.058

With interactions
(2)
LR chi2(3) = 11.15
Prob > chi2 = 0.011
LR chi2(2) = 7.58
Prob > chi2 = 0.023

0.379
(3.14)**
0.586
(1.99)*

-0.147
(-0.55)
-2.471
(-1.74)
0.649
(2.20)*
0.000071
(0.87)
5.155
(3.79)
Included
0.306

EO * life cycle
Size
Cst
Sector
R2
Performance equation
Innov.

0.000082
(0.99)
2.584
(3.62)
Included
0.271
0.132
(0.98)
0.465
(2.80)

0.737
(2.25)*
EO
-0.014
(-0.04)
Innov. * franchising rate
-0.928
(-2.15)*
EO * life cycle
0.671
(1.70)
Franchising rate
0.395
3.896
(0.524)
(2.28)*
Life cycle
-0.596
-3.558
(-1.49)
(-1.90)
Size
-0.0001
-0.0002
(-1.65)
(-1.83)
Cst
1.785
1.855
(1.72)
(0.86)
Sector
yes
yes
R2
0.179
0.454
In bold: coefficients significant to threshold of 10%; *: significant to threshold of 5%; **: significant to
threshold of 1%.

The other estimated coefficients in the performance equation show that the dichotomous “life
cycle” variable has a negative and significant effect on overall performance. It would be an
error to look no further than this estimated coefficient, for the stage within the life cycle
interacts with EO in Model 2. The negative effect of the life cycle is therefore only valid where
EO is 0. As the level of EO increases, the effect of the life cycle on performance should also
increase (see EO * life cycle). A Wald test (non-linear) shows us that for overall innovation
experience only has a negative and significant effect on performance in the case of networks
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with low levels of EO (max. of 3.5; coef. = -1.16; z = -2.02). As soon as EO approaches or
exceeds the sample average, experience has no significant effect on performance.

This gives us a predictable result: if they do not benefit from sufficiently strong entrepreneurial
orientation, well-established networks on average experience lower levels of growth in their
business indicators (recruitment), commercial indicators (revenue, market share, number of
retail outlets) and accounting indicators (profits) than younger networks, which by definition
are in a start-up/growth phase and have relatively new business concepts. This “life cycle”
effect, irrespective of EO, can be found in terms of network size, which is based on the number
of retail outlets and also has a negative effect (albeit at a significant threshold of just 10%) on
this growth-oriented measure of performance.

If we look now at the innovation equation, we can see that EO apparently has no significant
effect in the case of young networks (coef. = -0.1466 (0.582), ns). However, well-established
networks stand out from their younger counterparts with an additional positive effect (coef. =
0.6496 (0.028)) (H6 is corroborated). Overall, the effect of EO on innovation in wellestablished networks is therefore positive and very significant (coef. = 0.5030 (0.000)) (H4 is
corroborated).

Therefore, to summarize our results based on our principal variables:
- innovation has a positive impact on performance, but only for networks with moderate
franchising rates;
- EO also has a direct impact on performance, but mainly for well-established networks;
- finally, EO has a positive impact on innovation mainly for well-established networks.

In light of these relationships, one would expect EO, as well as its direct impact, to have an
indirect impact on performance, at least when conditions are favorable: moderate franchising
rate and experience in franchising. This is indeed the case (H8 is corroborated; see Table 4.2),
but only when the requisite conditions have been met, i.e. when the franchising rate is moderate
and the network is well established (H9b is corroborated).
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Table 4.2 – Indirect effect through overall innovation of EO on performance in respect of
franchising rates (well-established networks only)

Aboveaverage
franchising
rate (close
to 100%)
Average
franchising
rate (6070%)
Belowaverage
franchising
rate (3040%)

Coef.

Std
deviation

z

P>|Z|

Infimum

Supremum

-0.107

0.101

-1.05

0.292

-0.307

0.092

0.040

0.068

0.590

0.555

-0.093

0.173

0.187

0.105

1.78

0.076

-0.019

0.395

SUMMARY OF FINDINGS
Innovation, understood in its broadest sense, favors a network’s performance in terms of
growth, provided that its franchising rate is not too high (no more than 40% in our sample).

The franchisor’s EO also directly favors both performance and innovation, but mainly in the
case of franchisors with more than five years of experience.

Part of the effect of EO on performance, under these conditions, is indirect and based on
innovation. In the case of well-established networks with moderate franchising rates, the
overall effect of EO on performance will not only be direct but will also depend on innovation.

Assessing innovation in terms of breakthrough:
Our initial tests (see Table 4.3) show that when innovation is assessed in terms of
breakthrough, a model without a moderating variable can be considered to be included in a
model where there is interaction between innovation and the franchising rate in the explanation
of performance. However, contrary to the previous model assessing overall innovation, life
cycle stage does not appear to be a moderating variable that enriches the model. In other words,
EO has an impact on the level of breakthrough in innovation and on performance regardless of
the franchisor’s level of experience and not only in the case of more established networks. The
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results must therefore be analyzed bearing in mind that the interaction between the life cycle
and EO (Model 2) has only been integrated for the purposes of ensuring homogenous results,
but that its interaction with EO cannot be justified (either economically or statistically). The
reader should therefore refer to Model 3 rather than Model 2.
Table 4.3 – Model results: incremental vs breakthrough innovation, overall performance

Model (1) vs interaction with
franchising rate (3), then vs
model (2)
Interaction with franchising rate
only (3) vs model (2)
Innovation equation
EO
Life cycle

Without interaction
(1)
LR chi2(1) = 4.90
Prob > chi2 =
0.0269

Cst
Sector
R2
Performance equation
Innov.

With interaction with
franchising rate only (3)

LR chi2(2) = 3.01
Prob > chi2 = 0.2220
0.458
(3.90)**
0.731
(2.51)*

EO * life cycle
Size

With interactions
(2)
LR chi2(3) = 7.91
Prob > chi2 = 0.0479

-0.00016
(-1.97)*
1.711
(2.42)*
yes
0.298

0.291
(1.11)
-0.244
(-0.17)
0.207
(0.71)
-0.00016
(-2.01)*
2.534
(1.87)
yes
0.302

0.458
(3.90)**
0.731
(2.51)*

-0.00016
(-1.97)
1.711
(2.42)*
yes
0.298

0.186
(1.31)
0.406
(2.35)*

0.909
0.896
(2.67)**
(2.60)**
EO
0.005
0.489
(0.01)
(2.84)**
Innov. * franchising rate
-1.072
-1.027
(-2.37)*
(-2.24)*
EO * life cycle
0.614
(1.59)
Franchising rate
0.558
4.396
4.287
(1.06)
(2.56)*
(2.46)*
Life cycle
-0.826
-3.572
-0.710
(-1.96)*
(-1.94)
(-1.72)
Size
-0.00013
-0.00014
-0.00013
(-1.21)
(-1.33)
(-1.18)
Cst
1.797
1.221
-1.158
(1.67)
(0.55)
(-0.69)
Sector
yes
yes
yes
R2
0.189
0.530
0.509
In bold: coefficients significant to threshold of 10%; *: significant to threshold of 5%; **: significant to threshold
of 1%.
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The performance equation shows that the level of breakthrough does not have a linear and
uniform impact on performance: the estimated coefficient in the equation without interaction
does not reach the threshold of statistical significance (it would therefore appear that H3 is not
corroborated). However, the models with interaction (Models 2 and 3) reveal that the level of
breakthrough in itself has a positive effect on performance (coef. = 0.909 or 0.896 for
innovation – significant), but that this effect is weaker as the franchising rate increases (coef. =
-1.072 or -1.027 for innovation * franchising rate – significant) (H2 is corroborated). Overall,
an additional test shows that the effect of the level of breakthrough diminishes quite quickly in
line with franchising rates: the effect is positive (0.490 (significant): z > 2.50 for Models 2 and
3) for moderate franchising rates of barely 40%, but with franchising rates of 70% – close to
the average observed in the sample – this effect diminishes in intensity and is no longer
significant. Indeed, this estimated effect even becomes negative, albeit non-significant, when
franchising rates approach 100%. H3 is therefore corroborated but is only valid in the case of
reduced franchising rates. The estimated EO coefficient is significant if no distinction is made
to reflect the life cycle stages in Models 1 and 3. Given that the inclusion of life cycle as a
moderating variable in this model does nothing to improve the quality of the model, we should
concentrate on this result. Hypothesis 7 is therefore corroborated: the franchisor’s EO has a
positive effect on performance (irrespective of the franchise’s level of experience). Inversely,
the hypotheses based on a moderating effect of life cycle on the impact of EO on performance
are not corroborated (H9a and H9b are rejected).

Cycle effects can also be found in the performance equation: life cycle stage and size (albeit
non-significant here) result in a slight fall in performance (slowdown in growth for this
performance measure).

The innovation equation (Model 1) reveals that EO has a positive and significant impact on the
level of breakthrough in innovation. This effect is less evident in the model with interactions as
it is blurred by the inclusion of the life cycle variable as a moderator. It is however present in
the model with interaction: additional tests show that the effect of EO on the level of
breakthrough in innovation within well-established networks is 0.499 (Z = 3.83, significant).
H5 is therefore corroborated and H6 is rejected. With regard to the control variables, we can
see that life cycle has a positive effect while the effect of size is negative: when franchisors
have at least five years’ experience, they introduce innovations representing a higher level of
breakthrough, but this also diminishes as the size of the network increases.
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In summary, the following observations can be made:
-

EO has a direct positive effect on performance, irrespective of the stage in the
network’s life cycle;

-

the level of breakthrough in innovation also has a positive impact on performance, but
only where franchising rates are moderate;

-

finally, EO has a positive impact on the level of breakthrough in innovation.

These three effects combined indicate that, as well as its direct effect on performance, EO may
have an indirect effect through its influence on the level of breakthrough in innovation, at least
where franchising rates are moderate.

Based on Model 3, which is the most suited for assessing innovation in terms of breakthrough,
we estimate the following effect in terms of franchising rates (Table 4.4).

Table 4.4 – Indirect effect, through level of breakthrough, of EO on performance based
on franchising rates (well-established networks)

Above-average
franchising rate
(close to 100%)
Average
franchising rate
(60-70%)
Below-average
franchising rate
(30-40%)

Coef.

Std
deviation

z

P>|Z|

Infimum

Supremum

-0.072

0.097

-0.074

0.459

-0.261

0.117

0.078

0.067

1.15

0.248

-0.054

0.208

0.226

0.106

2.12*

0.034

0.017

0.430

It is clear from this model that under certain conditions EO has a positive effect on
performance, not only directly but also through the increased level of breakthrough that results.
This effect does not depend on the stage within the network’s life cycle; however, it is only
significant where franchising rates are relatively low to the extent that the level of breakthrough
in innovation only has a positive effect on performance where these rates are moderate.
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SUMMARY OF FINDINGS
When studied in terms of the level of breakthrough, innovation has a positive influence on
performance. This relationship is moderated by franchising rates: the greater the level of
breakthrough in innovation, the greater the effect on performance, but only where franchising
rates are moderate (less than around 40%). In the case of higher franchising rates, this effect
disappears. Breakthrough innovations can therefore be said to lead to performance and growth
provided the network is not excessively franchised.

EO favors innovation when assessed in terms of breakthrough, irrespective of the stage in the
network’s life cycle. An entrepreneurial outlook leads to innovation with greater levels of
breakthrough and simultaneously has a direct and positive effect on performance.

Taken together, these relationships point to a probable effect of EO on performance that is
positive and indirect. Our findings confirm that entrepreneurial attitudes among franchisors
lead to higher levels of performance in terms of growth and also show that part of this effect is
indirect and depends on high levels of breakthrough in innovation within networks where EO is
strong.

Assessing innovation in terms of front-office vs back-office innovation:
Where front-office innovation (concept/store format, product, service or commercial
innovations) is concerned, our initial tests show that the model containing all interactions
covers the other more restricted models and that this model should serve as the basis for
analysis and subsequent tests. Where back-office innovation is concerned, the inclusion of
franchising rates only as a moderating variable does not appear to improve the model.
However, the inclusion of life cycle stage or all interactions provides a more general model. It
is therefore the model that includes all interactions which forms the basis for our work.
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Table 4.5 – Model results: front-office vs back-office innovation, overall performance

Model (1) vs interaction
with franchising rate
only, then vs model (2)
Interaction with
franchising rate only vs
model (2)
Innovation equation
EO
Life cycle

FRONT-OFFICE INNOVATION
Without
With interactions
interaction
(2)
(1)
LR chi2(1) =
LR chi2(3) = 11.80
4.92
Prob > chi2 = 0.0081
Prob > chi2 =
0.0265
LR chi2(2) = 6.88
Prob > chi2 = 0.0321

0.336
(2.73)**
0.673
(2.24)*

EO * life cycle
Size
Cst
Sector
R2 (Bentler-Raykov
squared multiple
correlation coefficient)
Performance equation
Innov.

0.000
(1.13)
2.960
(4.08)**
yes
0.2756

-0.127
(-0.47)
-2.019
(-1.39)
0.573
(1.90)
0.0001
(1.02)
5.224
(3.76)**
yes
0.3012

BACK-OFFICE INNOVATION
Without
With interactions
interaction
(2)
(1)
LR chi2(1) =
LR chi2(3) = 8.36
1.71
Prob > chi2 =
Prob > chi2 =
0.0391
0.1904
LR chi2(2) = 6.65
Prob > chi2 =
0.0361
0.437
(3.04)**
0.472
(1.34)

0.0001
(0.67)
2.084
(2.45)*
yes
0.2250

-0.172
(-0.54)
-3.072
(-1.82)
0.753
(2.14)
0.0001
(0.54)
5.064
(3.13)**
yes
0.2597

0.062
(0.47)
0.494
(3.01)**

0.806
0.160
0.504
(2.39)*
(1.40)
(1.82)
EO
-0.046
0.445
0.025
(-0.13)
(2.70)**
(0.07)
Innov. * franchising
-1.090
-0.533
rate
(-2.50)*
(-1.49)
EO * life cycle
0.719
0.585
(1.85)
(1.48)
Franchising rate
0.470
4.771
0.309
2.180
(0.91)
(2.65)*
(0.58)
(1.60)
Life cycle
-0.573
-3.726
-0.579
-3.229
(-1.42)
(-2.02)*
(-1.47)
(-1.71)
Size
-0.0001
-0.0002
-0.0002
-0.0002
(-1.59)
(-1.81)
(-1.66)
(-1.81)
Cst
1.889
1.597
1.856
2.704
(1.78)
(0.73)
(1.85)
(1.31)
Sector
yes
yes
yes
yes
R2
0.1609
0.5192
0.1731
0.3604
In bold: coefficients significant to threshold of 10%; *: significant to threshold of 5%; **: significant to threshold
of 1%.

In the equation used to explain performance, we can see that innovation has a positive and
significant effect on performance, but that this effect depends on the franchising rate. In the
case of front-office innovation, our results are clear: a rise in franchising rates causes a fall in
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the effect of innovation on performance (H1 and H2 are corroborated). In the case of backoffice innovation, this is less clear from the results as several estimated coefficients appear to
be non-significant. A Wald test (non-linear) combining the coefficients shows that the effect of
innovation on performance approaches the threshold of statistical significance (5%) only where
franchising rates are low. This means that back-office innovation is only positive where these
rates are below average (H1 and H2 are partially corroborated).

Analysis of the direct impact that EO has on performance must include interaction with the
stage in the life cycle. In terms of front-office innovation, EO has a significantly higher impact
on performance in the case of experienced networks (H9a is corroborated). A Wald test shows
that EO has a very significant, direct and positive impact on performance in experienced
networks (coef. = 0.673; z = 3.77**) (H7 is corroborated). The analysis is strikingly similar in
the case of back-office innovation: while experience does not result in EO having a stronger
impact on performance (H9a is not corroborated), the direct effect of EO on performance in
well-established networks – and only those networks – is positive and very significant (coef. =
3.28; z=3.28**) (H7 is corroborated).

Among the other explanatory variables, it is worth looking at the effect of the network’s stage
within its life cycle. Regardless of how innovation is measured, it would appear that life cycle
has a negative impact on performance. But it would be an error to look no further than this
coefficient, for the network’s stage within its life cycle interacts with EO. The negative effect
of the life cycle is therefore only valid where EO is zero. As EO increases, the effect on
performance of the network’s stage within its life cycle should increase (see the EO * life cycle
coefficient). A Wald test (non-linear) reveals that in the case of back-office innovation, the life
cycle has a negative and significant effect on performance only in the case of networks with
low levels of EO (3.5 max.; coef = -1.14; z = 1.96). As soon as EO approaches or exceeds the
sample average, experience no longer has any significant effect on performance. Size, finally,
has a slightly negative impact on performance.

If we look at the innovation equation, we can see that EO has a significantly greater effect in
experienced networks (H6 is corroborated). The effect of EO on innovation is therefore positive
and very significant in well-established networks, both in terms of front-office (coef. 0.445; z =
3.77**) and back-office innovation (coef. 0.580; z = 3.73**) (H4 is corroborated). Finally, it
should be pointed out that the negative and significant coefficient associated with the life cycle
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variable in the model explaining the back-office component should not lead us to conclude that
well-established networks produce less innovation. Such a conclusion only applies to networks
without or with low levels of EO: we must not forget that there is interaction between a
network’s EO and its life cycle. As EO increases, the effect of life cycle ceases to be
significant.

Ultimately, by dividing overall innovation into two sub-components – front-office (directly
observable by the consumer) and back-office (non-observable by the consumer) – we obtain
quite similar results:
-

A positive and significant effect of innovation on performance, an effect that is
moderated by franchising rates. This effect is very clear in the case of front-office
innovation. As for back-office innovation, the effect on performance as well as the
extent to which franchising rates act as a moderator are less significant: back-office
innovation only has a positive effect where franchising rates are low; in other cases no
link is found between a network’s innovation and performance;

-

A positive effect of EO on performance in well-established networks;

-

A positive effect of EO on innovation: this effect is positive and significant when no
distinction is made in terms of life cycle, and it is even greater in the case of wellestablished networks.

Overall, beyond the direct effect of EO on performance, one can expect EO to have an indirect
effect on performance through innovation, at least where conditions are favorable (low
franchising rate, experience and front-office innovation).

Table 4.6 shows that in favorable circumstances (low franchising rates in well-established
networks) part of the effect of EO on performance depends on innovation. It should nonetheless
be noted that this effect is only significant to a confidence level of 10%. In other cases (higher
franchising rates in experienced networks), EO only has a direct effect on performance since
the relationships between EO and innovation and between innovation and performance are too
weak to account for an indirect effect.
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Table 4.6 – Indirect effect of front-office and back-office innovation on performance based on
franchising rates (well-established networks)
Front-office innovation
coef.
z
Above-average
franchising rate (close to
100%)
Average franchising rate
(60-70%)
Below-average
franchising rate (3040%)

Back-office innovation
coef.
z

-0.138

-1.50

-0.024

-0.026

0.015

0.27

0.073

1.06

0.168

1.71

0.171

1.66

SUMMARY OF FINDINGS
Overall innovation can be broken down into two parts: innovation that is visible and invisible
to consumers. When the model is applied to each of these components, we obtain similar
results. We can conclude that when performance is measured from a growth-oriented
perspective the distinction between front-office and back-office innovation is not as
discriminant as we might have thought. We were expecting front-office innovation to have a
greater effect on growth-oriented performance and back-office innovation to reflect the search
for efficiency. However, our estimated coefficients were found to be only slightly greater and
more significant in the case of the former. Therefore, both the front-office and back-office
components of innovation fuel company growth in these different dimensions, with differences
only in terms of the amplitude (and not the direction) of their effect.

Once again, we see that EO has an important role to play as it has an effect on these
innovations: as well as its positive and direct effect in the case of well-established networks, it
has an indirect impact on performance by stimulating innovation.

Assessing innovation from a technological perspective:
If we distinguish between technological (process, product or logistical innovations) and nontechnological innovations (concept/format, commercial or organizational innovations) and
apply our models, a few striking features stand out (our results tables are not presented in detail
in the interest of concision).
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In the case of non-technological innovations, the results are very similar to those seen so far:
-

a positive effect of innovation on performance, but only where franchising rates are
relatively low;

-

a significant effect of EO on performance (especially in the case of well-established
networks, but also where no distinction was made to reflect life cycle);

-

a positive and significant effect of EO on innovation, but only in well-established
networks.

These results lead us to the conclusion that EO has a direct impact on performance, but also
under certain conditions (stage in life cycle and low franchising rate), as well as an indirect
effect – through innovation – on performance.

In the case of technological innovation, differences emerge in relation to the previous results:
-

Irrespective of franchising rates, technological innovation has no impact on
(growth-oriented) performance;

-

EO has a positive impact on performance;

-

EO also has a positive effect on technological innovation.

Under these conditions, EO can only have a direct effect on performance. The most striking
result is that technological innovation (process, product and logistical innovations) has no
influence on growth-oriented performance, while non-technological innovation (commercial,
service, organizational or concept/store format innovations) has a positive effect on
performance.

It is interesting to compare the results in the technological and back-office classifications, as
these categories display certain similarities: they both include process and logistical
innovations. Technological innovation also includes product innovations, while the back-office
category includes organizational innovations. The results from the innovation regressions
reveal that technological innovation has a non-significant effect on performance, while the
effect is significant (albeit with relatively low coefficients and significance thresholds) in the
case of back-office innovation. It would therefore seem likely that the elements shared by these
two innovation categories have little impact on performance and that the types of innovation
specifically associated with each of these categories have clearly differentiated impacts. We
applied the models to each of the innovations contained within these categories to verify this.
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Our explanation is validated: the innovations found in both categories (process and logistical)
have no significant impact on growth-oriented performance. The same is true of product
innovations (part of the technological category), whereas organizational innovations (part of the
back-office category) have a significant and positive effect on growth-oriented performance.
The only conclusion that can be reached is that not only technological innovation in its broadest
sense, but also each of these components, have no influence on performance. In contrast, nontechnological innovation has a positive effect on performance.

SUMMARY OF FINDINGS
The distinction between technological and non-technological innovations reveals a striking
result: the former (product, process and logistical innovations) have no effect on performance.
This is confirmed at an overall level and in each of the sub-categories that make up
technological innovation. Non-technological innovations, however, display the same results as
overall innovation.

If technological innovations have no effect on measures of growth-oriented performance, it
might suggest that they target instead an objective of efficiency.

4.1.3.2 Models with an economic measure of performance
The performance measure based on the questionnaire is growth-oriented and reflects the
various dimensions of the life of each network (sales, size and recruitment, as well as
accounting data). It may be worth contrasting these results with those obtained using a more
financial, efficiency-oriented measure of performance. To do this, we calculated the economic
profitability of participating franchisors over the three most recent accounting periods for
which data was available (2011–2013). Economic profitability is a measure of the return on
capital investments, whether representing capital directly provided by the franchisor’s
shareholders or borrowed capital. It is therefore a measure of the efficiency (return on the
resources implemented) of all invested capital regardless of its source, i.e. the franchisor’s
economic efficiency.

This measurement resulted in the number of our observations being reduced to 67, which may
help explain the low significance level of our estimated coefficients. The results obtained (not
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provided in detail herein) are nonetheless considerably different from those obtained using a
growth-oriented measure of performance.

The following observations can be made in particular:
-

It is almost systematically the model without any interaction that should be prioritized
for the purposes of analysis (technological innovation is the only exception, and in this
case one must account for interaction between technological innovation and franchising
rates). The introduction of life cycle or franchising rates as moderating variables does
little to improve the model;

-

Innovation, regardless of how it is measured, has no impact on performance when using
a model without a moderating variable (only non-technological innovation (barely)
achieved a significance threshold of 10% with a positive effect);

-

EO does not have any more direct impact on performance where interaction is not
included;

-

EO, however, always has a positive and significant influence on innovation.

If we include interactions (experience and franchising rates), the results change little, but one
notable result emerges:
-

Certain innovations have a positive and significant impact when franchising rates are
high (above the average and close to 90-100%). This is the case of overall innovation,
technological (but not non-technological) innovation and front-office (but not backoffice) innovation. (NB: innovation assessed in terms of breakthrough is not concerned
by this effect either.)

We observed that franchising rates have a moderating effect on the relationship between
innovation and performance in a positive direction (for technological, front-office and overall
innovation) where performance is measured in terms of the franchisor’s efficiency, but that this
moderating effect is negative (almost systematically) where the performance measure is
growth-oriented. In general, it would appear that innovation (except technological
innovation) enables franchisors and their network to post good performances in terms of
growth when franchising rates are moderate. However, for certain innovations
(technological and front-office), only high franchising rates will enable franchisors to
improve their efficiency (in terms of return on capital investments).
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This means that while we can conclude that innovation leads to improved growth, certain types
of innovation merit particular attention. Technological innovation in particular – which it was
noted in the above paragraph has no impact on growth irrespective of franchising rates –
displays positive effects in terms of efficiency, but only in networks with high franchising rates.
This innovation category, which includes product, process and logistical innovations, therefore
clearly stands out from the other categories: franchisors and their networks should not expect a
positive effect in terms of growth but rather in terms of efficiency, provided the network has a
sufficiently high franchising rate.

Front-office innovation (concept/retail format, product, service or commercial innovations)
offers a different appeal, depending on whether or not the network relies heavily on
franchising. When franchising rates are low, this type of innovation may improve performance
in terms of growth. When these rates are high, networks can expect improvements in more
finance-oriented performance.

These findings raise questions about the categorizations generally proposed. Effects in terms of
efficiency are specific to technological and front-office innovation. And these two categories
have only one type of innovation in common: product innovations. This of course leads us to
suspect that there is a “product innovation” effect underpinning these results: the effect of
technological and front-office innovations on financial performance may be caused by this
common feature in both categories. A model that includes product innovation as a measure of
innovation shows that this effect is not sufficient to explain our results given that the effect of
product innovation on financial performance (when franchising rates are high) is weaker and
less significant (coef. = 1.02; z = 1.95*) than if we use front-office innovation (coef. = 2.13; z =
2.22*). This encourages us to turn the question around: might it be the case that organizational
innovations, the only innovation type found in those categories (non-technological and backoffice) that have no impact on financial performance, are the cause of the non-significant effect
on financial performance?

A model based only on organizational innovations confirms that this question is not unfounded.
In the absence of interaction with franchising rates, these innovations display a negative impact
on financial performance (coef. = -0.936; z = 1.96*). Interaction with franchising rates reveals
that this effect is negative when rates are high (coef. = -1.163; z = -1.80) or average (coef. = 0.964; z = -1.93). When franchising rates are low, organizational innovations have no impact
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on financial performance. The only conclusion to be reached is that the non-significant effect of
certain types of innovation (both non-technological and back-office innovations) on financial
performance is partly due to the negative effect of organizational innovations on performance.
Organizational innovations have a negative impact on financial performance, especially
when franchising rates are average (60-70%) to high (90%). This finding may be
interpreted in two ways: either these innovations are more complicated than expected,
particularly in networks that heavily or quite heavily depend on franchising, thereby having a
negative impact on performance, or the causality needs to be inverted, whereby it is because
financial performance is declining that some networks introduce organizational innovations.

We can conclude overall that although these results do not achieve the same significance
threshold of 1% seen above (but in most cases a threshold of just 5% is obtained), innovation
has some positive effects on financial performance (with the exception of organizational
innovation). Franchising rates have a positive moderating effect: a relatively high franchising
rate (above average) is sufficient to benefit from the positive effects of innovation on financial
performance.

In order to learn from the above analyses, we felt it would be useful to provide an overview of
the results on the primary relationship between innovation and performance (see Table 4.7).
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Tableau 4.7 – Overview of the main results on the relationship between innovation and
performance

Overall innovation

Effect on

Effect of

Effect on

Effect of

financial

franchising rates on

growth-oriented

franchising rates on

performance

relationship

performance

relationship

between innovation

between innovation

and fin.

and g-oriented

performance

performance

+

+

++

-

0

0

++

-

Front-office innovation

+

+

++

-

Back-office innovation

0

0

+

-

Techno. innovation

+

+

0

0

Non-techno. Innovation

+ (10% threshold)

0

++

-

Level of breakthrough in
innovation

We can see, therefore, that at the aggregate level of overall innovation, innovation is a vector
for growth, at least when franchising rates are moderate, and also a means of improving
financial performance provided that franchising rates are quite high.
These two effects may at first glance appear contradictory. In reality they are not as they relate
to different contexts, particularly in terms of the types of innovation concerned.

The first thing of note is that the level of breakthrough in innovation has a positive influence on
the growth of networks but not on their financial performance. Breakthrough innovation has
more impact on growth than incremental innovation but not on profitability.

Technological innovations (product, process and logistical innovations) have a positive
influence on financial performance when franchising rates are high. However, they have no
impact on performance in terms of growth. In contrast, non-technological innovations
(commercial, service, organizational and concept/retail format innovations) contribute to
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growth where franchising rates are moderate. However, their effect on financial performance is
more uncertain.

Given that back-office innovations (organizational, process and logistical innovations), which
cannot be seen by clients, are quite similar to technological innovations, one might have
expected a similar effect on performance. This did not prove to be the case, since they have a
positive impact on growth (at least in the case of moderate franchising rates), while their effect
on financial performance is non-significant. The highly contrasted effects of back-office and
technological innovations can be explained by the very specific effect of organizational
innovations. These have a negative effect on financial performance, especially as franchising
rates increase. In terms of growth-oriented performance, organizational innovations have the
completely opposite effect: positive where franchising rates are moderate.

Finally, front-office innovations (commercial, product, service, concept/retail format
innovations), which can be seen by clients, have quite a similar effect to that of nontechnological innovations – to which they are quite similar – when it comes to growth-oriented
performance: they enable networks to expand as soon as franchising rates are moderate.
However, their effect on financial performance is different. Front-office innovations do not
include organizational innovations (which, as we have just seen, have a negative effect on
financial performance). This allows them to have a positive effect on financial performance,
especially when franchising rates are high. These innovations therefore appear to underpin two
clearly differentiated strategies: a growth strategy when franchising rates are moderate, or a
strategy targeting efficiency and financial performance when these rates are quite high.

This analysis ultimately allows us to reconsider the categorizations usually applied to the
different types of innovation. If we do not account for organizational innovations, which
display opposite effects on each performance type (positive effect on growth when
franchising rates are moderate, negative effect on profitability), we obtain a simpler
classification. On the one hand, we find those innovations (process and logistical) which
exclusively serve to underpin strategies targeting efficiency but which have no impact on
growth. And on the other, we find the remaining innovation types (commercial, service,
concept/store format and product innovations), which either support an objective of
stronger growth when franchising rates are moderate or strategies based on margins and
profitability when these rates are high.
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4.2. Studying the different perceptions of innovation among franchisors and franchisees
4.2.1. Objective and approach
Several studies have shown that franchisees are an important source of new ideas for
franchising networks (Darr, Argote & Epple, 1995; Bradach, 1998; Cox & Mason, 2007;
Bürkle & Posselt, 2008). Kaufmann and Eroglu (1999) assert that in most cases it is franchisees
who, by endeavoring to adapt to the local environment, develop new market offers, transform
existing offers and find business solutions. However, there is no consensus about how willing
franchisors are to have franchisees who behave like entrepreneurs. Franchisors often say they
prefer to select management types rather than entrepreneurs as franchisees, so they can protect
their business concept from any unauthorized change (Falbe et al., 1998). By selecting
franchisees based on a particular profile, usually one that is more focused on management and
better equipped to produce breakthrough innovations, franchisors may create cognitive biases
that lead to differing perceptions of innovation within a network.
The objective of this section is to identify and explain these differing perceptions of innovation
within the franchising networks. The results of our analysis will enable us to evaluate how well
the cooperation between franchisors and franchisees functions in terms of innovation.

More specifically, we aim to answer the following questions:
• Do franchisees perceive innovations introduced by franchisors in a way that is different to
the franchisors themselves (overall and for each innovation type)?
• Do franchisees perceive the innovations they themselves introduce in a way that is
different to their franchisors (overall and for each innovation type)?
• Do franchisees perceive the frequency of their meetings with their franchisors in a way
that is different to the franchisors themselves?
• Do franchisees perceive methods of diffusing innovation in a way that is different to their
franchisors?
• Can these differing perceptions be explained by distinctly different entrepreneurial
orientations among franchisees and franchisors?
• Can these differing perceptions be explained by distinctly different performances among
franchisees and franchisors?

104

These questions are summarized in Figure 4.2.

Figure 4.2 – Different perceptions of innovation among franchisors and franchisees: EO and
performance

Differences in EO
between franchisors &
franchisees

Different perceptions of
innovation among
franchisors & franchisees

Different performances
among franchisors &
franchisees

To answer these questions, we have adopted a multi-perspective approach by distinguishing
between the perspectives of franchisors and those of their franchisees so as to develop an
overall vision of the problems relating to innovation. We analyze their different perceptions by
cross-tabulating the responses from both franchisees and franchisors in seven homogenous
franchising networks in terms of size and age. It should also be noted that there is homogeneity
in the life cycle of the franchisor-franchisee relationships analyzed, since almost all of the
franchisees in the sample had been part of their network for five years or less.

Although our study contains a limited number of responses from franchisees, we have two
samples of primary data (48 responses from franchisees and 99 from franchisors) which,
following cross-tabulation, allowed us to construct a database containing information on seven
franchising networks for which we have responses from both partners. In other words, we have
responses from franchisors and some of their franchisees in relation to the same variables,
allowing us to compare these responses with a view to identifying and explaining the
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differences in perception, particularly in relation to the three groups of constructs: innovation,
entrepreneurial orientation and performance.

4.2.2. Results
4.2.2.1. Differences in perception of innovations introduced by the franchisor
We carried out a non-parametric test, which allowed us not to use any implicit hypothesis about
the shape of the distributions of the responses from both groups. The responses from
franchisors and each of their franchisees were paired: we were interested in the difference
between the response of each franchisor and those of their franchisees.
The results (see Table 4.8) clearly show that franchisors identify much higher levels of
innovation in their network than those perceived by their franchisees. This is striking not only
in terms of overall innovation but also at the level of each innovation sub-type. The only type
of innovation where there is no difference in perception between franchisors and franchisees is
process innovations. It is also noteworthy that the differences in perception are less significant
in relation to product and logistical innovations. It would therefore appear that franchisees tend
to underestimate the level of innovation introduced by their franchisors compared to the
franchisors themselves, and it is only where technological innovation is concerned (product,
process and logistical innovations) that the differences in perception are reduced or become
non-significant.

106

Table 4.8 – Differences in perception of innovations introduced by franchisors
Innovation
type

Franchisor
perception
>
Franchisee
perception

Franchisor
perception
<
Franchisee
perception

Franchisor
perception
=
Franchisee
perception
0

Bilateral test
(H0: equality)
Franchisor
perception ≠
Franchisee
perception
0.0055**

Unilateral test
(H0: equality)
Franchisor
perception <
Franchisee
perception
0.9990

Unilateral test
(H0: equality)
Franchisor
perception >
Franchisee
perception
0.0028**

Overall

34

14

Product

17

8

23

0.1078

0.9784

0.0539

Service

31

5

12

0.0000**

1

0.0000**

Process

19

25

4

0.4514

0.2257

0.8544

Organizational

30

11

7

0.0043

0.9993

0.0022

Commercial

34

7

7

0.0000

1

0.0000

Concept/form
at

29

10

9

0.0034

0.9995

0.0017

Logistical

17

8

23

0.1078

0.9784

0.0539

Significant tests (H0 rejected at a confidence level of 10%; *: 5%; **: 1%) appear in bold.

These results raise a stark issue: how, in terms of communication, franchisors manage to
diffuse their own innovations within the network, especially in the case of innovations without
any tangible technological content (organizational, concept/format, service and commercial
innovations). It should nonetheless be noted that these results may be linked to a particular
franchisee profile selected by the network, making them (knowingly or unknowingly)
“oblivious” to innovations, in particular because they are not themselves creative.

4.2.2.2. Differences in perception of innovations introduced by franchisees

The questionnaire administered to franchisees raised the issue of their contribution to the
different types of innovation (scale of 1 to 7 for each type). The questionnaire given to
franchisors did not include a similar question but instead asked them to assess whether their
franchisees had contributed to innovation in respect of four major types.
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In order to verify the convergence between these perceptions, we compared the contribution by
franchisees to innovation – as measured by the franchisees themselves – with the franchisor’s
perception of this contribution. Our approach at the level of overall innovation was to compare
the scores obtained for overall innovation both introduced and perceived by franchisees with
the score given by the franchisor for the contribution made by franchisees to innovation.

The score for the contribution by franchisees to overall innovation, as attributed by the
franchisor, ranges from 1 (minimum) to 2 (maximum). The breakdown for the seven networks
analyzed is as follows:
•

two networks identified no contribution by franchisees (score=1);

•

two networks identified an average contribution (score = 1.5);

•

and three networks identified a strong contribution (score = 1.75).

We would expect to obtain a score for franchisees’ contribution to innovation – as evaluated by
the franchisees themselves – that would increase the more their franchisors consider them to be
active in innovation. However, Pearson’s chi-squared test clearly shows that the median
contributions by franchisees from the three identified groups are very different from the median
in the overall sample (see Table 4.9).

This test produced the inverse result from that expected: the more favorably franchisors assess
their franchisees’ contribution to innovation, the more the franchisees themselves tend to
underestimate their own contribution. In networks where the franchisor considered the
contribution of franchisees to be low, the latter provided higher scores for their own
contribution (17 out of 18 were above the median, with an average score of 2.84 on a scale of 1
to 7) than in networks where the franchisor provided a very favorable assessment of this
contribution (only 7 out of 21 awarded themselves a score above the median, with an average
score of 1.56).
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Table 4.9 – Pearson’s chi-squared test on the equality between median innovation scores of
franchisees in respect of the franchisor’s perception
Franchisor’s view of franchisees’ contribution
Low (score = 1: Average (score
High (score =
“no
= 1.5:
1.75:
contribution”)
contribution in 1 contribution in 3
out of 2 cases)
out of 4 cases)
1
9
14

Contribution by
franchisees (as
assessed by
themselves)
Number below
the overall
median
Number above
17
0
the overall
median
Total
18
9
(average score
(2.84)
(1.05)
awarded by
franchisees
themselves)
Pearson’s chi-squared (2) = 25.5556, Pr = 0.000

Total

24

7

24

21
(1.56)

48

While the contribution to innovation declared by franchisees remains modest (the average
hovers around 2 on a scale of 1 to 7), there remains the problem of diverging perspectives
between franchisors and franchisees. Albeit of an exploratory nature, our small sample (48
franchisees from 7 networks) reveals that it is when franchisors identify no contribution to
innovation on the part of their franchisees that the latter declare the highest contribution levels!

4.2.2.3. Differences in perception of frequency of meetings between franchisors and
franchisees

The same question was put to both franchisors and franchisees in relation to the frequency of
their meetings. A value of 1 corresponds to monthly meetings, 4 to annual meetings and 5 to
frequency of “less than one per year”.

Franchisors provided an overall (average) response for their network, which means that it is
possible in a given network for the franchisor to have over- or underestimated the frequency of
these meetings compared to the figures given by their franchisees. At the level of all seven
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networks studied, we do not however expect to reveal systematic differences in perceptions
between franchisors and their franchisees. A non-parametric test was carried out on the median
of paired observations (between each franchisor and their franchisees).
Table 4.10 – Differences in perception of frequency of meetings between franchisors and
franchisees

Frequency

Franchisor
perception
>
Franchisee
perception

Franchisor
perception
<
Franchisee
perception

Franchisor
perception
=
Franchisee
perception

4

17

27

Bilateral test
(H0: equality)
Franchisor
perception ≠
Franchisee
perception
0.0072**

Unilateral test
(H0: equality)
Franchisor
perception <
Franchisee
perception
0.0036**

Unilateral test
(H0: equality)
Franchisor
perception >
Franchisee
perception
0.9993

Significant tests (H0 rejected at a confidence level of 10%; *: 5%; **: 1%) appear in bold.

Our results show that in more than one in two cases (27 observations out of 48) the frequency
cited by the franchisor and their franchisees was the same. Nonetheless, where their
declarations diverged (21 observations out of 48), they did so in a way that almost
systematically produced a lower score for the franchisors than for their franchisees (17
observations out of 21). This reflects a scenario in which the franchisor overestimates the
frequency of meetings compared to the perception of their franchisees. This result may reflect
the reality, but it may also reflect within these young networks a state of dependency on the
part of franchisees towards their franchisor. A franchisee’s need for advice and face-to-face
meetings may manifest itself through a perception of less frequent meetings than perceived by
franchisors.

4.2.2.4. Differences in perception of the way in which methods for diffusing innovation are
used

Both questionnaires (franchisors and franchisees) proposed seven methods for diffusing
innovation. Striking differences can be seen in the responses given by both parties. First, all of
the franchisors in the sample test innovations using pilot schemes, yet only one third of their
franchisees identified this method of diffusing innovation. Another major difference can be

110

found in responses relating to the use of the Internet. Only one franchisor (out of seven) cited
the Internet, while 83% of the participating franchisees from the seven networks stated that this
was a method used by their franchisor to diffuse innovation (by sending out emails or
newsletters). Inversely, a majority of franchisors (5 out of 7) indicated that specific training was
used to diffuse innovation, but just 29% of franchisees from all seven networks cited this
method. The responses provided were more homogenous when it came to the use of intranet
(43% of franchisors and 35% of their franchisees), working groups or commissions (57% of
franchisors and 35% of their franchisees) and annual conventions (85% of franchisors and 63%
of their franchisees).

4.2.2.5. Explanations for differing perceptions of innovation

The questionnaire given to franchisees asked them to assess the innovation introduced by their
franchisor over the last five years. This assessment was given using a scale from 1 to 7 for each
of the seven types of innovation identified. The same question was put to franchisors in the
same way. We can therefore compare these different measurements (franchisors and
franchisees) and reveal a deviation between the contribution of franchisors to innovation as
perceived by the franchisors themselves and the same contribution as perceived by the
franchisees. Our initial results (see Section 4.2.2.1) reveal a tendency among franchisees to
underestimate the level of innovation introduced by their franchisors overall and, in particular,
where the innovations in question did not have any tangible technological basis.

So what are the factors that can be used to explain these differing perceptions? The different
levels of entrepreneurial orientation among franchisors and their franchisees, as well as
different levels of growth-oriented performance, may be explanatory factors. We studied these
factors using regressions.
The regressions shown in Table 4.11 include a fixed effect for each network. It is likely that the
deviation in perceptions between franchisees and franchisors is at least partly specific to each

111

network (and dependent on factors that we have not observed). These fixed effects enable us to
determine whether there are significant differences in perception between the various networks,
while at the same time controlling for deviations in performance and/or levels of
entrepreneurial orientation between the franchising partners.

We did not include network size as a control variable in these regressions, partly because as a
variable that is specific to each network it is to some extent contained in the fixed effect, and
partly because, as highlighted at the beginning of this section, the networks studied were of
broadly similar sizes (and ages). However, we did include a dichotomous and sector-specific
variable (trade versus services). As well as this dichotomous control variable and the fixed
effect, the models presented herein also include the following independent variables:
differences in growth-oriented performance (Model 1), differences in entrepreneurial
orientation (Model 2), and these two variables combined (Model 3).

Table 4.11 – Explanatory models of the differences in perception of innovation among
franchisors and franchisees based on differences in performance and entrepreneurial
orientation
N = 48
Difference in
performance (F-f)
Difference in EO (F-f)
Trade (dichotomous
variable)
Fixed effects
Constant

Model 1
0.32*
(2.01)

1.96**
(3.00)
Yes*
-0.29
(-0.69)
F(7.40) = 5.58**
Adjusted R2 = 0.40

Model 2

0.17
(1.01)
2.71**
(4.54)
Yes*
-0.32
(-0.64)
F(7.40) = 4.81**
Adjusted R2 = 0.36

Model 3
0.31
(1.88)
0.13
(0.79)
2.07**
(3.09)
Yes*
-0.48
(-0.98)
F(8.39) = 4.91**
Adjusted R2 = 0.40

First of all, these results show systematic and significant fixed effects. Some networks display
significantly greater (or lesser) differences in perception than their peers, even when controlling
for sector and differences in performance and EO between franchisors and franchisees.

Furthermore, the models show a significant and positive link between differences in
performance between franchisors and franchisees and differences in perception: the more
growth (in general terms: revenue, employment, client numbers, etc.) franchisors experienced
relative to their franchisees, the more they overestimated the level of innovation introduced to
the network when compared to the perception of their franchisees. Part of the deviation
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observed between franchisors’ perceptions of innovations introduced by themselves and
corresponding perceptions among their franchisees can therefore be imputed to the differences
in performance between the partners. The more favorably franchisors estimated their own
performances when compared to the assessment given by their franchisees, the more favorably
they also estimated their own performances in terms of innovation when compared to their
partners. This finding can be interpreted in two ways: the first relates to a measurement (or
“optimism”) bias, whereby franchisors tend to overestimate both their performance and the
level of innovation introduced to the network; the second interpretation is causal and involves
identifying a causal link between the performance achieved in terms of growth and the
perception of innovations introduced to the network. Optimism may also be suggested as an
explanation, but without any measurement bias: franchisors favorably estimate their
innovations based on results achieved (or inversely, because results have been positive,
franchisors make an ex-post favorable assessment of innovations introduced).

In terms of differences in entrepreneurial orientation between franchisors and franchisees, no
significant effect was found. The fact that a franchisor and franchisees may have differing
levels of entrepreneurial orientation would appear to have no impact on the assessments given
by the different partners of the level of innovation introduced by the franchisor.

Figure 4.3 provides a summary of the differences in perception among franchisors and
franchisees in relation to introducing and diffusing innovation.

Figure 4.3 – Franchisors and franchisees: distinct visions of innovation
Franchisors

Franchisees

+ Introduction of innovations by franchisor
+/- Introduction of innovations by franchisees
+ Frequency of meetings with franchisees
+ Diffusion of innovation through pilot
schemes

•
•

+/- Introduction of innovations by franchisees
+ Diffusion of innovations via Internet
- Diffusion of innovations through specific
training

Shared vision
Introduction of technological
innovation (product, process and
logistical) by franchisor
Use of methods to diffuse
innovation (intranet, working
groups, annual conventions)
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Chapter 5 – Structuring and conducting relationships in ways that favor
innovation
There are many sources of innovation in an organization. New ideas may be generated by a
structured process through which clients’ habits, competitors or new technologies relating to
the business are monitored. They may also come from exchanges between individuals with
different experiences who share their knowledge or the ideas with which they have
experimented in another context (Hargadon & Sutton, 1997). In the specific context of
franchising, new ideas may also come from franchisees who wish to adopt their products or
business concepts to the local needs of their clientele (Nègre, 2005) or from the head of the
network and units owned outright looking for new growth models for their business (Bradach,
1997; Cliquet & Nguyen, 2004). The relationship between the franchisor and franchisees then
has a particular role to play in favoring the diffusion of innovation throughout the network and
encouraging as many franchisees as possible to adopt the changes. The new ideas may then be
transformed during tests carried out on the ground by the first franchisees to adopt the
innovation. However, the network-based structure that characterizes franchises poses particular
challenges in terms of diffusing the innovations proposed by the franchisor, as their franchisees
are independent entrepreneurs and may be reluctant to adopt certain innovations (Cliquet &
Nguyen, 2003).

This chapter looks at the origin of innovations in franchising networks: where do new ideas for
business concepts or commercial offers come from? We will then consider how these
innovations are adopted by the network: what factors facilitate the adoption of innovations by a
large number of franchisees, and, conversely, what are the obstacles impeding change? Finally,
we will study the key role played by certain network members in diffusing innovation, whether
they are network moderators, responsible for its development, network directors or pilot
franchisees.

This section of the report is mainly based on qualitative interviews with franchisors. We will
later draw on the franchisee questionnaire to provide a more detailed view of the networks in
which information circulates.
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METHODOLOGY
The first part of this chapter is based on the thematic analysis of 14 open-ended interviews with
franchisors. These interviews lasted an average of 45 minutes and took place by telephone or
on Skype. They were transcribed in full and the data were analyzed based on themes relating to
the emergence of new ideas, spreading these ideas within the network, and the obstacles
impeding innovation. We present these themes, illustrate the sources of new ideas and the ways
in which they are distributed. We justify our arguments by providing verbatim citations from
the interviews. These citations are provided in italics. We conclude by returning to a review of
the literature.

5.1. Sources of innovation
New ideas may be suggested by people from outside the franchising network (e.g. client,
partner or supplier) or by members of the network, whether they form part of the head of the
network or represent a franchised unit. We will begin by looking at external sources.

5.1.1. External sources of innovation
•

Partners and suppliers

Those who partner the head of a franchising network or the franchisees themselves, such as
communications agencies, IT service providers, suppliers or companies operating in another
sector who provide additional services, are always important sources of information. They
contribute in several ways:
- first, by proposing products or new services for the franchising network;
- and by sharing information about changes in the environment, especially new legislation or
trends in terms of demand.

The following citation illustrates how suppliers can be involved in innovation and the fact that
network heads may look for and select suppliers who are innovation-oriented:
“Personally I want suppliers who can make suggestions, I’m thinking of the agency we
work with for communications, and even suppliers who propose advertising media, legal
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documents, information systems... with our current IT partners we hold regular meetings
and we chose them for their capacity to innovate.”
(Franchisor, Real estate brand)

The literature has highlighted the important role played by suppliers in the emergence of
innovations, and organizations actively seek to identify appealing innovations through their
suppliers (Dyer & Singh, 1998). “Buyer” firms then integrate the innovations developed by the
suppliers into their own products.

Some suppliers raise awareness among network heads of important changes in the business
environment. However, the offers proposed by suppliers may be reformulated through
exchanges with franchisees or during committee meetings held by the franchisor with a view to
developing a service that truly meets the needs of the franchise’s clients. Propositions made by
suppliers may allow new markets to be explored and significantly change the area in which a
franchise does business. As the following example shows, new services may be considered by
modifying an idea initially put forward by a supplier.
“It was our registration plate supplier who came to us saying: ‘you’re going to sell loads
of reg plates (…). Through discussions internally, at one point somebody came up with
the idea of doing the paperwork instead of the guy, and so we ended up thinking that in
order to be sure that we are the ones selling the reg plates, the best thing to do would not
be to offer the reg plate service but a service to change the certificate of car ownership.”
(Franchisor, Automobile services brand)

The literature places little emphasis on this proactive role played by suppliers in pushing their
innovations on their clients, i.e. on franchisors in this case (Wagner & Bode, 2013). Yet several
franchisors operating in different sectors told us they had been directly inspired by their
suppliers. It is probable that for the suppliers maintaining a favorable relationship with a
franchising network is an important objective as they not only benefit from business with the
franchisor but also in many cases secure contracts with the franchisees. They are therefore
particularly willing to suggest new ideas to their clients and invest the time needed to develop
these ideas so as to reinforce their relationship with their clients. Indeed, certain franchisees
take the initiative to form new partnerships; when these prove profitable, negotiations can take
place to ensure that the new service offered by the partner can be extended throughout the
network.
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In the sector comprising services to the individual, partnerships with start-ups or companies
with specific skills in catering for certain people have led to the implementation of services that
build on recent advances made in research. These partnerships are also important for the use of
new technologies, as is clear from the following citation:
“The franchisees wanted us to have greater visibility online, so for our part, by meeting
with service providers, we came up with the idea of first of all creating this ecosystem
and then getting people to talk about us on the Internet so that we could get articles that
would be consistent about our medical systems branch.”
(Franchisor, Product retailing brand)

Furthermore, providers of technical or marketing solutions may also work for competitors and
can therefore contribute information that is useful in monitoring the competition.

However, certain franchisors expressed reservations about the confidentiality of such
information:
“You’ve got to be wary of suppliers, and talking about products...
-Do they talk a lot?
Yes, they talk a lot between themselves, we find things out through them, which means
that anything we say to them they might end up saying it to our competitors, so there you
go…”
(Franchisor, Product retailing brand)

Contacts established during trade fairs or with other franchising networks can also result in the
concept of a franchise being reconsidered or additional services been proposed:
“Business might be done at a trade fair or at meetings in the Paris region, when you’re
having a drink at the franchise. I’m currently launching a business, I’m reconsidering a
partnership with a franchisor for our brands. We said to ourselves: ‘hey, we are
struggling a bit with our brand placement’, so we thought maybe we could work with
another franchise which is all over France, so... Then it might be chance or you might do
some research, for a specific need, you might go through the FFF or search online. It
happens through meetings, trade fairs, FFF meetings...”
(Franchisor, Services brand)
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•

Clients:

Although many franchising networks use customer satisfaction questionnaires, their clients are
not a significant source of innovation. They may be asked to test new products or service
offers, after which their opinions are recorded systematically.

However, one example shows how clients make clear their expectations in terms of new
products. Their suggestions are often based on considerations of the franchise’s current offers
and those of its competitors, which may lead to incremental innovations (small improvements
in the franchise’s offer) but does not substantially expand business (as in the case of
suggestions by suppliers). The literature highlights the fact that new clients rarely participate in
the development of breakthrough innovations as they make suggestions based on what they
already know and are not very inclined to change their practices (Bonner & Walker, 2004).
“It did happen once, particularly with a product known as “the XXX brush”. A client
came to see [Mr X] and asked him if he knew a brush called XXX, which happened to be
the name of our competitor’s brush. He said no, and so went to have a look on the
website…”
(Franchisor, Product retailing brand)
•

Monitoring

Few brands have a formal system with which to monitor the competition; franchisees and
franchising network moderators are heavily involved, gathering information about the activities
of competitors, legislative changes or changes in demand.

The biggest brands with several franchisees and branches nonetheless indicated that they had
put in place a range of detectors to scan their environment. In particular, they rely on data from
social networks:
“Then there’s a whole observation process, a lot of work that is done with our
communications agency externally so that we get a handle on all of the press articles
about the latest trends, so it’s also about being aware of current trends in [our area]
through press releases and online articles, and we also keep an eye on everything that
happens on social networks, because it’s a very quick way of seeing the latest competitive
trends, as we already have a presence on Twitter and Facebook, so it’s true that that also
helps us access information on the competition in real time.”
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(Franchisor, Catering brand)

This monitoring process is always orchestrated by the head of the network, which may call on
specific external services:
“Yes, in fact the head of the network has subscribed to various monitoring tools, legal
monitoring, sector-specific monitoring, and there is a regulatory, legislative dimension
that is very important and can have quite a strong impact on our business. There is also
legal monitoring in terms of social law, and then there is sector-specific monitoring for
projects, the latest news or info about our competitors...”
(Franchisor, Brand of services to individuals)

As this extract and other interviews show, external service providers have an important role to
play in the monitoring process, particularly when it comes to membership in professional
federations.
“So we have some knowledge of what competitors are up to as our president does a lot
of lobbying and is a member of the federation for services to individuals (FSP). She is
often in contact with our network and competitor networks as they are in the same
federation.”
(Franchisor, Brand of services to individuals)

Franchisees may be involved in collecting information that is then shared throughout the
network:
“In particular it can also be franchisees, who regularly record prices and other
information, and very often monitor advertising via network moderators, online or by
email, etc. Info travels very quickly and very well.”
(Franchisor, Product retailing brand)

5.1.2. Diverse experiences within the network: a source of innovation
Franchisees can come from various business backgrounds and may have developed particular
skills during the course of their previous professional experiences. The diversity within a
network can therefore be a source of innovation, whereby ideas that have been tested in a
particular area can be transferred to a new area, that of the franchise.
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Diversity may also be generated when franchises or multi-unit franchises establish a presence
abroad. Ideas developed by competitors can therefore be more quickly transferred within the
franchise.

However, the development of new ideas does not only come from network heads or a particular
franchisee. Existing ideas may be reformulated, improved or transformed (Hargadon & Sutton,
1997), especially during committee meetings or tests carried out either in units owned outright
or by franchisees who are close to the head of the network.

We will begin by looking at sources of inspiration for franchisors, followed by the role of
diversity within franchising networks.
•

New ideas inspired by experience abroad

Network heads often look for sources of inspiration abroad while travelling. This process may
be put in place systematically, as in the following example:
“I did it systematically, I went to Singapore to explore quite innovative things I had
heard about, in particular jets of water with images projected onto them, so that’s quite
spectacular, it’s really fantastic.”
(Franchisor, Visual advertising brand)

Some franchisors may also rely on their franchisees overseas to provide an alternative
perspective when an idea is being developed. In the example below, a senior member in the
network told us how he was unable to find a suitable name for a service he wanted to offer his
clients. One of his Belgian franchisees used the linguistic differences between the two countries
to suggest another name that proved effective with clients.
“With our franchisees, we have a European working group and it was a Belgian who
said: ‘I call that a “house clear-out”’... In Belgium they don’t say airport but aviation
field, so there you go... so we said to ourselves: ‘well why don’t we say house clear-out as
well’ and that was that.”
(Franchisor, Consignment store brand)

The literature has highlighted the contribution made by international development to
franchisors in terms of innovation (Allix-Desfautaux, 2006). Innovations may be generated so
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as to address local problems (different habits among consumers, or specific conditions for
setting up the franchise). The success of an innovation in one country can then be extended to
other franchises. Nowadays, this process can be sped up for certain franchises as consumers
travel more and more or share video footage of their experiences abroad on social networks.
This encourages franchisors to be attentive to local specificities that prove successful and
extend them to other countries.
•

Multi-unit franchisees

Franchises that include multi-unit franchisees can also get ideas from marketing or
communications initiatives put in place by their competitors.
“My other sources are multi-unit franchisees, which is a really good source although
there are confidentiality issues, but... what I mean by multi-unit franchisee is one of my
franchisees but who is also with [...]. I’m thinking of a franchisee who has 14 stores
representing 9 different brands. It’s a fairly good source because although I may not
have any info on the confidential aspects of revenue... but instead on tools and
merchandising. For example, I’m thinking about when he shows me what he gets from X,
well that gives me a benchmark on what they are doing... so it’s a good thing to have a
multi-unit franchisee, much better than having a single franchisee who might come up
with an idea, but you know, with a multi-unit franchisee it’s more concrete.”
(Franchisor, Prêt-à-porter brand)
•

Transforming ideas: reformulation and transposition

New ideas can be generated through transpositions from other areas of business. Network heads
and franchisees engage in monitoring or experience the business models developed in other
areas. They think of solutions with which to transpose these successful business models to the
business concept of their own franchising network. Network heads thereby try to increase the
opportunities to analyze and understand how other retailing networks or other business
concepts operate.
“The most important thing is to go and see what’s happening elsewhere, in other
retailing networks and in other businesses, and to ask ‘can I apply it to my brand, my
product or my business concept?’ When you go to trade shows, even if they have nothing
to do with our business, you can steal a few ideas. That’s how you get to see other
concepts, what’s applicable to the business, and that’s really important, you know, it’s
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also about keeping any eye open on a daily basis, that’s how ideas emerge. It’s about
going to other countries to see how things work, that’s more about finding opportunities
I’d say, depending on trade shows, visits, it’s about asking ‘hey could we do what they’re
doing?’”
(Franchisor, Consignment store brand)

The head of the network can then test the new concept on a key account.
The literature has highlighted the important role played by these transpositions (Hargadon &
Sutton, 1997). It is therefore essential to generate as many opportunities as possible of exposure
to other experiences, both for franchisors and franchisees. Meetings can then be held to
compare these experiences and try to find new ideas.

The transposition of ideas from one area to another may also stem from the previous
experiences of franchisees (Fleming et al., 2007). They may have worked in a different area to
that of their current franchise. Not only does this equip them to make recommendations and
bring ideas from other areas, but they also come with different skills to implement these ideas.

Some franchisors actively seek a diverse range of experiences and specific profiles when
recruiting franchisees, as in the citation below. This recruitment process can in turn favor the
emergence of new ideas in the network through collaboration between various individuals from
different areas (Fleming et al., 2007).
“I prefer him because he has a profile, he comes from such and such a background and
in his previous business or professional career he already had... you know, we actively
look for someone who knows about IT because he has a certain knowledge base. It’s a
choice that is not made by chance.”
(Franchisor, Consignment store brand)

Working with individuals who have experience in the same area but outside of franchising also
generates enriching diversity, as is clear from the following example:
“It’s just that we also have franchisees who have come from non-franchised brands who
operate on the sector and who make small contributions that help enrich our know-how.”
(Franchisor, Temping agency brand)

122

Analysis of our interviews shows that ideas must be reformulated by the different parties to
intervene. They are put forward during group sessions and compared against one another. They
are then enriched and transformed and implemented as part of a test scheme.
“We have people permanently working on those things and then we say to them: ‘it would
be good if we could do that’. Then some guy in the company says: ‘oh it’s a shame when
we do such and such a thing, if we could just access other information by hitting a button,
that would be good’.”
(Franchisor, Automobile services brand)

This reformulation process has been highlighted in the literature. It is essential for the
emergence of new ideas and can be reinforced using prototypes or innovation tests (Hargadon
& Sutton, 1997) or by rolling out a coaching system for newcomers run by people more
integrated in the franchise (Amabile et al., 2014). Exchange sessions can also be held and can
give franchisees the opportunity to “shine” by suggesting new ideas (Harvey et al., 2013).

Ideas that come from the head of the network or franchisees seem to be of a different nature,
however. Franchisees drive innovations so as to adapt their business concept to the local
environment (Cox & Mason, 2007), whereas franchisors come up with innovations that require
more specific skills and will play a fundamental role in generating, stimulating and controlling
innovation (Nègre, 2008). The following citation reflects this dialectic:
“I think there is a real difference between the two. As franchisors, we bring ideas that are
more technical to implement and demand more lengthy operations, whereas on the
ground franchisees are more intuitive or focused on sales and identify opportunities to
develop revenue using what they have, and they streamline the communication that we
are producing at the head of the network. Whereas we tend to transmit the inventiveness
and creativity that we find on other markets and by observing the French market more
broadly.”
(Franchisor, Catering brand)

5.1.3. The role of network moderators in the emergence and diffusion of new ideas
Moderators play a central role in the emergence and diffusion of new ideas within the network.
First of all, they encourage franchisees to come up with new ideas, and they can convey these
ideas to the head of the network. The fact that they have developed a relationship of trust with
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franchisees may encourage them to take the associated risks or make new proposals that may
then be rejected by the franchise (Cattani & Ferriani, 2008). They also have a role to play in
sharing ideas and best practices among franchisees. When meeting with franchisees, they may
highlight their peers’ solutions to daily problems. The following citation illustrates this dual
role played by moderators:
“[moderators] are responsible for transferring these best practices both vertically and
horizontally between the different agencies, within a single region or from one region to
the next. They therefore intervene on two axes: a vertical axis, which they use to convey
best practices to the top, and a horizontal axis, since they also spread those ideas that
don’t really need to be changed by us.”
(Franchisor, Services brand)

Furthermore, moderators participate in the reformulation and transformation of new ideas, as
described above. They may communicate ideas in terms which satisfy certain needs and are
attractive to other franchisees and for the head of the network.
“Franchisees sometimes have ideas but which are not necessarily formulated as they
should be, or they may not necessarily think to transmit them, so you also have to kind of
act as a channel, looking for the information, the right idea. [The moderators] produce
ideas by formalizing and by structuring them because franchisees might have good ideas
but they often have a narrow focus and don’t have the time needed to turn the idea into a
project.”
(Franchisor, Services brand)

This notion of conveying ideas to the top is also important so that the head of the network can
put in place an innovation deployment plan across the network and take charge of
disseminating the idea and implementing it in other franchised units.

Some franchising networks recognize this key role played by network moderators and set
objectives for them in terms of developing new practices:
“That’s the challenge facing moderators on the ground, those who spend every week with
franchisees. They have, they are given objectives, there are four moderators and the
objective is to find at least one best practice each month per moderator. We’ve already
collected quite a few, so we communicate one every week and the aim is to find as many
as possible. We only disseminate the good ones but we also talk about the bad ones.
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There are a lot of people who tell us about best practices which could be best practices
but which stray from the core concept and are risky in terms of franchise approval, so we
tell them it’s a bad practice.”
(Franchisor, Services brand)

“We validate best practices first, and if we don’t adopt a best practice we explain why.”
(Franchisor, Services brand)

The above citation also highlights the feedback given to franchisees once they have made a
suggestion. It is important for franchisees to understand why their idea was selected or why it
was not used. This can help avoid the informal spread of bad practices within a network.
Franchisees also have a better understanding of what is expected by the head of the network
and are more likely in the future to formulate ideas that better correspond to these expectations.
If their idea is not used, they are also less likely to be discouraged and will continue to suggest
ideas, having understood why their idea was not selected. The literature recommends that
organizations should favor the emergence of many new ideas. These serve as a reservoir which
managers can dip into in accordance with changes in their environment or difficulties
encountered (Harvey et al., 2013). However, it is important to select these ideas at a very early
stage so as to limit the investments made (Loilier & Tellier, 2013). It is also important to
explain to franchisees whether or not their ideas correspond to the framework in which the
franchise is trying to develop so that they can maintain their motivation levels and go on to
propose other ideas that fit this framework.

5.1.4. “Informal” reward systems for new ideas
Few brands have put in place a reward system for franchisees who come up with new ideas.
Franchises that run such a system mostly do so in an informal manner, mainly by offering
reductions in the amounts owed to the franchisor.
“Instead of paying me franchising fees of up to 5%, this guy had to pay 1.5% because he
was developing; he took care of all that (implementation of an innovation). So yeah, he
was given a reward, six months’ worth in fact, I exempted him from his fees for six
months.”
(Franchisor, Visual advertising brand)
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Such schemes are not formalized in contractual terms, however, but instead are based on an
arrangement between the franchisor and franchisee. It is a practice that can be quite widespread
in a network and is accepted by all franchisees, as in the following example:
“We always feel guilty about rewarding franchisees for finding innovations which they
are supposed to pay for in their fees. Instead we converted it into a participatory format
whereby ultimately the reward for the person on the commission is that they launch the
project before the others. It’s true that they do all the hard work but there is an
intellectually enriching aspect for them as they are really gaining on-the-ground
experience, and we always ensure that their commission gets preferable conditions for
those who do the hard work, and that’s well received.”
(Franchisor, Services brand)

Research studies on creativity have shown that individuals who come up with new ideas are
intrinsically motivated: they are not particularly driven by financial benefits but are particularly
affected by the recognition they receive from their peers and by the value placed on their ideas
(Amabile et al., 1996). It is therefore completely understandable that even though franchisors
have not developed a reward system, new ideas are nonetheless put forward as the individuals
involved feel they are “invested” in the process. They want to improve their business and
develop new offers. The recognition from other franchisees given to them for coming up with
new ideas can also be a motivational factor, which explains the importance of prizes awarded to
those responsible, as in the following citation:
“We don’t really reward them, I mean… we give them a small trophy, let’s say, during
the national convention, for the best practices of the year. We give out 4 or 5 trophies
during our annual convention...”
(Franchisor, Services brand)

Although few of the franchisors interviewed currently have a reward system in place, many of
them told us about challenges or competitions they run:
“We set up what we call the “Innovaction” cell, which enables innovations or ideas that
emerge on the ground to be communicated to the top.
-And they either come from branches or the franchisees?
Exactly... every 2 years… in the form of a competition.”
(Franchisor, Automobile services brand)
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In terms of communications, visuals can also be used to back up the innovations generated by
franchisees. One network moderator, for example, asks franchisees to send photos of their
work:
“I recently put in place a challenge, as I come from another sector where such a system
was used. (…) First we held one with quantitative objectives only, and then I realized
that we could challenge them not only in quantitative terms using rankings but also
qualitatively, so now we ask them to provide us with photos to illustrate how they are
promoting the company’s brand image.”
(Franchisor, Domestic goods brand)

Franchisees are also relatively autonomous in managing their business. This autonomy is
essential for creativity (Bouchard & Bos, 2006) and may help franchisees to be more involved
in driving innovation than employees firmly rooted in a relationship of subordination.

One network moderator working for a brand with several branches told us how first of all they
developed innovations in their franchised units before extending them to their branches, as the
process is more flexible:
“Innovation goes through the franchise... it involves concepts on a slightly smaller scale.
In the branches, we don’t have the same financial and operational structure that would
allow us to go and manage such concept-based events.
-Does that mean that when you have innovations you begin by introducing them to the
franchises?
Our branches aren’t equipped to push these concepts forward. They might target guys
who have more freedom than us in the branches.”
(Franchisor, Catering brand)

The fact that rewards are not necessary can also be explained by the high level of cognitive
proximity between franchisees, who face the same problems on a daily basis, are in the same
line of business and completed the same training. The following citation illustrates how this
cognitive proximity acts as a driving force:
“It’s also about a strong shared culture, strong and long-standing, it’s linked to a culture
of exchanges, to the fact that we are all in the same business, even though we are in
different places with different sized centers, after all we are all in the same business so
there is a high level of proximity, so you know as soon as one person comes up with an
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idea, they’re always willing to suggest it and share it with the others. Again, in most
cases, we are talking about independent traders, and even our bosses share this mentality
of ‘look what I’m able to do, what I have come up with’, so that binds us.”
(Franchisor, Automobile services brand)

This citation also highlights the exemplary role played by the management team in franchising,
who, through their behavior, by coming up with solutions to problems, show their franchisees
that it is important to exchange views and find solutions together with other partners (Amabile
et al., 2014). Some franchises hold innovation up as one of the central values of their
development model. The founder of the business may therefore become a legendary figure who
generates a high number of innovations, as in the following example:
“We don’t need specific measures as we have a highly creative boss who is the source of
100% of our innovations, initially by launching the franchise, and then by ensuring our
success as we move forward.”
(Franchisor, Domestic goods brand)

5.2. Selecting ideas and running tests
5.2.1. Collected ideas go through various selection phases before being proposed to
franchisees
Most of those we interviewed told us they had not put in place any specific committee to
manage innovation in their network (just one network had such a committee, and one other
indicated its intention to put in place such a structure). However, one network recently did put
in place such a committee. The following citation describes this committee’s meetings, during
which participants were allowed to express themselves freely:
“We have a small group of three people in the head office, this is just starting up, a group
we call “Innovation”. We hold meetings and we throw around ideas, some good some
bad, we don’t care, and then afterwards either we discard ideas or we rebuild them,
saying ‘that’s not bad’. The aim is to try to implement them in a subsidiary before
extending them to the network as a whole. (…) First we try to find simple ideas, rather
than ones which take a lot of time. Then if we want to set up working groups, it’s a bit
complicated. But, you know, it’s brainstorming, we throw out ideas without any limits.
And if we get a funnel effect, we only keep the best ones that are easier to put in place,
the least costly and the most effective.”
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(Franchisor, Services brand)

In highly competitive environments, a development budget may be allocated to offer new
products to franchisees so they can stand out from competitors.

Where there is no specific committee dedicated to innovation, the challenges associated with
innovation are dealt with by communications, marketing, technical or logistics committees. In
small networks, the network founder may be directly involved and be primarily responsible for
monitoring and developing innovations.

The process is generally highly structured, with ideas that are put forward by franchisees and
then communicated upwards by the network moderator, using suggestion boxes or email
exchanges. In most cases, one person is responsible for centralizing these new ideas. They are
then either submitted to network management or directly to the committee responsible.
“An executive committee is responsible for the large cross-cutting projects, innovations.
It includes someone from logistics, the HR director, another for marketing and sales,
and then IT and finance, so basically six people are given responsibility not for picking
open the suggestion boxes but for ensuring that all innovations or cross-cutting projects
move forward. And from there they are sorted and prioritized, submitted to the
management committee and then we run a test. All new ideas are tested...”
(Franchisor, Prêt-à-porter brand)

Franchisors try to limit the risks their franchisees take by involving them in the committees that
select ideas:
“You get reactions from 4 or 5 or 6 franchisees to a particular point, you find out
whether there is interest or not. If lots of them say: ‘yes but that’s not great’, then we
shelve the idea. And if it’s worth it then we go for it.”
(Franchisor, Consignment store brand)

Franchisors therefore favor the involvement of franchisees who have a few years’ experience
and good knowledge of the area of business. These franchisees can also get involved more
easily in the project.
“In general, all the stores involved have been around for 5 years (…). We often get
people from stores that have been around for 12 years who want to participate in this
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kind of commission because they really want to be everywhere at once, that’s fine but at
the same time we know it’s going to take up a lot of their time and the main objective is to
ensure their business is profitable rather than getting them to participate in this kind of
commission.”
(Franchisor, Equipment retail brand)

Innovation may be put in place with the help of specific service providers. This means there
may be a second validation phase, whereby an idea is either tested in pilot units or by
franchisees who generally have a close relationship with the head of the network. The
innovation is then deployed on a larger scale only if the test results are conclusive. This means
the risks are significantly contained, as is clear from the following citation:
“The moderation-based process quickly provides clear indications, there are so many
controls in place that we really can stop when we see it is not going to work, rather than
taking a big hit.”
(Franchisor, Consignment store brand)

The first steps in developing an idea are often described as “confused” or “unclear”: ideas are
ill-defined and may change over time, giving rise to other ideas. There is therefore a high risk
of getting tied up (and wasting time and money) trying to develop ideas that cannot be made
operational. Researchers have highlighted the importance of a highly structured process when
selecting ideas, sometimes referring to “doors” through which ideas must pass before obtaining
additional resources (Boeddrich, 2004). It is also important to ensure that several individuals
are in a position to contribute their skills with a view to developing the idea (Bouchard & Bos,
2006), which can be a delicate task in the case of franchising, as franchisees have little
available time to dedicate to innovation. These phases in which ideas are selected and resources
are verified are therefore crucial. Our interviews reveal that these processes remain relatively
informal; it would be worthwhile to make them more formal and visible to all franchisees so
they can become more heavily involved in the relevant committees and help put in place a
culture of innovation.
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5.2.2. Managing the innovation process over time
The literature on innovation management highlights the competitive advantage available to
organizations that succeed in introducing innovations on a regular basis (Verona & Ravasi,
2003). In particular, this allows them to remain a step ahead of their competitors and safeguard
their long-term survival. Some organizations impose a steady flow of innovation on their staff:
annual objectives are set relating to the number of ideas to be put forward and the number to be
put in place. The same process can be found in certain franchises. However, the heads of
franchising networks actually face a high influx of new ideas and must ensure they do not
submerge their franchisees by constantly making new suggestions which they neither have the
time nor the resources to implement. Many of those we interviewed told us they limit the
number of new ideas implemented in their networks each year and make sure they only deploy
one idea at a time. This can be explained by the limited amount of resources dedicated to
innovation, both at the level of the head of the network and that of franchisees.
“We set one or two per year. Initially, three years ago, we introduced 4 or 5 per year but
it was too much. We realize that we didn’t have the time to teach them how to sell them,
we didn’t have the time to hold meetings regionally, so we lost a lot of time. We said to
ourselves: ‘we’ll just do a maximum of one or two per year and do them well, and then
we’ll see, we can’t come to them with too many new ideas, they won’t commit, not enough
time.”
(Franchisor, Services brand)

5.2.3. Using digital tools to capture and share new ideas
Information technologies offer new opportunities for the collection of new ideas.
Crowdsourcing initiatives (Burger-Helmen, 2011), which allow ideas from clients, partners or
members of an organization to be collected online, are now emerging. Online newsletters also
facilitate the rapid dissemination of information to a large number of people. Some franchisors
have initiated a form of collaborative development with their clients so that their product truly
meets their needs:
“So it’s just the beginning but we really believe in customer surveys and we can say, for
example, that for product XXX we encouraged client participation. For a very long time
we have been carrying out customer surveys and holding roundtable discussions to get
reactions on our products, but that’s more about validating products that have already
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been designed... Here, we really get involved with the client at the design stage, we
include them.”
(Franchisor, Automobile services brand)

These important clients, who help anticipate market needs, are also known as lead users and in
some sectors are the main source of innovation (Von Hippel, 1986). Their needs will be those
of the market a few years later, and they are willing to get involved at the innovation design
stage. However, the involvement of clients in the innovation process in franchises is largely
dependent on the sector in which the franchise is active and mainly affects product retailing.

It should also be pointed out that these systems have their limits, as it is difficult for individuals
to react to the ideas put forward by others and to suggest improvements through online
channels (Davenport & Prusak, 1998). Online tools are nonetheless used for various purposes
in franchising networks.

First, online forums and newsletters allow franchisees to exchange advice and best practices:
“We now have someone who is connected to the intranet every day to manage the forum.
Today, the forum is not used as a way of protesting but rather to enable franchisees to
help one another out when they need advice or are looking for a product...”
(Franchisor, Equipment retail brand)

Some franchises have an intranet with a specific page dedicated to sharing user experiences.
Here, the practices adopted by other franchisees or ideas put forward by the franchisor are
explained in detail. Such tools enable information to be shared among franchisees and can also
be used to communicate to employees within a single retail outlet.

Franchisees need to visualize the result of innovation. For this reason, photos and other visuals
showing how an innovation is implemented are essential:
“There is a specific document outlining the criteria: which store, why they did that, what
the objective was, whether there is a photo to show what was achieved… Sometimes it
might be management ideas so there is no need for a photo, but if there is a visual
element there has to be a photo to explain it.”
(Franchisor, Consignment store brand)
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Nonetheless, face-to-face exchanges, whether with the network moderator or at monthly
meetings, remain essential. Several networks set aside dedicated time during meetings to
discuss best practices. These practices are then centralized by a member of staff, before being
analyzed and perhaps applied on a larger scale.
“What we wanted to do was really to ensure that ideas could be passed on easily and
emerge without complications... We used all possible resources, from emails, which they
use quite a lot, and then we have someone who sort of centralizes everything. We put
aside time for this during monthly regional meetings, we call it a “staff platform”, it’s a
deliberately broad approach with dedicated speaking time which is oriented towards
various subjects, but it’s 2 to 3 open-ended questions whereby we spend 45 minutes or
one hour listening to people’s experiences on the ground. Sometimes there are problems
that are addressed, that gives us feedback... and half the time is dedicated to: ‘what can
you propose?’ Then that’s passed on to head office. We call that the “suggestion box”,
what’s new in the network, what’s new in terms of the competition, that’s passed on via
email and through a newsletter that we send out every two months where we are asked
again for new ideas...”
(Franchisor, Prêt-à-porter brand)

5.2.4. Running tests
Before an innovation is diffused throughout the network, the head of the network always runs
tests. These either take place in units owned outright or in the unit run by the franchisee who
came up with the idea, or alternatively in a franchised unit with close links to the head of the
network (franchisee who belongs to the family or has been involved for many years), as in the
following example:
“[About a pilot unit]: it’s kind of our experimental lab where we test innovations. Then
we can also test innovations on franchisees, particularly when one of them came up with
the idea. We ran a test a year ago in our franchised agency in Bordeaux on psychocognitive solicitation, because it was the franchisee who initiated the idea and he was
willing to carry out the experiment.”
(Franchisor, Services brand)
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In particular, such experiments make it possible to test whether there is a long-term economic
model for the innovation in question: will clients buy into the new service, and what are the
associated costs? Marketing mix variables can thereby be adjusted:
“We began by testing it in our stores. The product positioning was good but the pricing
wasn’t: so we tested it once, and now we have completed the test phase. Maybe it was the
beginning of the year, so it’s very recent, we are currently applying it to the network and
it’s a hit, a big hit.”
(Franchisor, Product retailing brand)

The innovation can then be modified either with a view to being offered on an occasional basis
or to improve its profitability or facilitate implementation.
“It depends but for this type of system, first of all you test it, you begin by putting in place
a working group that will implement it over a two-month period, and among these five
franchisees, to see how it worked, how consumers reacted, so that our sales pitch can be
refined, in order to outline the appeal and advantages of this card, to see if the system
operated from an IT perspective. Can the client, who has online accounts, see his points?
We did that for two months and at the end we set up a national meeting, we had a
schedule, and during the annual convention we presented the finalized project and the
first feedback on in-store experiences, and after that the objective was to get everyone on
board and say ‘right, this card is mandatory and must be put in place by everyone’. It’s a
decision that isn’t really jointly made by all colleagues but something that everyone has
to do... and then of course our moderators went to the stores to put the system in place
with them.”
(Franchisor, Consignment store brand)

The choice between using a pilot unit or a franchisee may depend on the objective in terms of
applying the innovation more generally. Tests run by franchisees are preferred in the case of
innovations that break from usual practice and are likely to prove difficult to impose on other
franchisees.
“Generally speaking, it takes place in pilot units to avoid taking up too much of the
franchisees’ time. But in some cases the best judges are the franchisees themselves.
There are some generous franchisees willing to take up some of their time to show
others how it works, which makes the task of convincing people much more effective.”
(Franchisor, Services brand)
134

5.3. Diffusing ideas throughout the network
5.3.1. From early adopters to followers
Rogers (1995) showed that the diffusion of innovations follows a bell curve: the innovators
themselves and early adopters quickly adopt the innovation but they are few in number. The
objective for companies is to convince the early minority and then the late – or even delayed –
majority. The same process can be found in franchising networks, whereby a few franchisees
very easily adopt new ideas and test them in their retail outlets. The objective for the franchisor
is then to successfully convince a majority of franchisees so that the services on offer or
processes being introduced are sufficiently homogenous within the franchise. The following
citation illustrates the reluctance of certain franchisees to adopt an innovation, and then its
progressive adoption based on the positive results achieved by the early adopters.
“There are some franchisees who go for it, the majority of the herd who say it’s rubbish
and that there is no point and who don’t go for it but who ultimately realize after a few
months or years that some people are making money out of it. And ultimately it is our
pioneers who make the best ambassadors and who, little by little, ensure that the bulk of
the herd go for it. That’s what happened with the rental management and what’s
happening with the cell project.”
(Franchisor, Real estate brand)

The diffusion of the information and results achieved by the innovation is often orchestrated by
the head of the network, which encourages franchisees to discuss things with one another:
“A method of telephone-based prospection is put in place, we say: ‘go and see how
things are going in the Toulouse agency’. I also organized two days of immersion in an
agency with a franchisee, which makes the discourse more credible when it’s the
franchisee telling another franchisee how it works.”
(Franchisor, Temping agency brand)

“What we did was we found a franchisee and then one or two branches in each region to
make them express their views in regional meetings about what a particular test would
contribute and about what clients were saying. We received the full transcripts
afterwards, saying: ‘oh such and such a client came to us looking for a product he had
seen online and then he came to try it and feel it, he couldn’t see the materials properly
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on the Internet so in a way it shows that he had prepared his purchase’... When it comes
from the stores word-for-word, it’s better received by all the others.”
(Franchisor, Prêt-à-porter brand)

However, network heads can come up against various forms of resistance to change due to the
structure of the network itself or the type of innovation proposed. The next section outlines
these various factors of resistance to change.

5.3.2. Resistance to change
The franchising structure raises specific problems for the head of each network. First,
franchisees have a limited time to devote to the implementation of innovations. Second, they
directly bear the risks associated with the deployment of these innovations. Finally, they are
often required to invest in order to implement them. What is more, as we can see in the below
citation, when it comes to the diffusion of innovation, the head of the network also has a role to
play in respect of their franchisees’ employees. People with varying levels of proximity to the
head of the network and with different interests must all be convinced:
“Once you’ve convinced the boss, it doesn’t stop there, not at all, if you stop there you’ve
got it all wrong. You have to go out into the field, bring staff together and tell them ‘this
is why it is attractive, this is why it’s important for us and for consumers’, and provide
them with the necessary tools to do it.”
(Franchisor, Consignment store brand)

A lack of experience in a franchising network can also be a factor that will impede the diffusion
of innovations, as franchisees may not have completely mastered the concept of the franchise
and the management of their business, leaving them little time to devote to innovation.
“The difficulty we face is that for much of the network our franchisees are relatively
young, having started out less than a year ago, and the time they need to invest seems
relatively demanding in terms of their level of maturity. You have to reach a point where
the franchisees no longer overestimate the investment needed and then implement the
right processes from the outset…”
(Franchisor, Services brand)
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Inversely, franchisees with significant experience are often identified as a factor that favors
innovation, as in the citation below. However, this depends on the sector in which the franchise
operates and the complexity of the knowledge needed for its business concept to operate
smoothly:
“Long-standing members always come on board, they’re always a source of ideas. The
more time they have spent, the more… It’s a business that takes so long to understand
that 15 or 20 years later you’re still learning, so I would say they are people who, on the
contrary, when they find themselves at a convention… long-standing members are happy
to share what they know, let’s say, with young ones who are starting out, and that also
improves conventions, it’s very open.”
(Franchisor, Electrical retail brand)

Innovations, technological innovations in particular, which require skills that franchisees do not
have, are difficult to impose. Furthermore, innovations that are too complex to implement,
provide no concrete results in the short term, and mark a departure from the usual practices of
franchisees are difficult to impose across a network, as is clear from the following citation
about an innovation that could not be diffused within the network:
“The thing wasn’t taken up I think because the investment… with slightly too much
complexity, a bit too different from the basics that people are used to, and there was no
significant impact in terms of results given the time invested by people.”
(Franchisor, Services brand)

This can be problematic in safeguarding the long-term survival of a franchise’s business
concepts. In order to ensure future revenue despite the actions of competitors, network heads
need to introduce destabilizing initiatives by putting in place innovations that challenge the
franchise’s practices or make it possible to explore new markets or technologies (March, 1991).
But such initiatives may not receive the support of franchisees, who prefer incremental
innovations, which require less investment and are easier to implement. Incremental
innovations can however easily be copied by competitors and are therefore not sufficient to
safeguard the long-term survival of a franchise’s business concepts. The following citation
shows how network heads may be forced to prioritize incremental innovations so as to ensure
they are adopted by the network:
“You need to bring them simple things which are easy to put in place and give them a bit
of business, you know.”
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(Franchisor, Services brand)

Indeed, innovative actions that are interpreted by franchisees as a means of controlling their
way of developing their business or as a potential loss of autonomy in the way they manage
their retail outlet are often rejected. The challenge of appropriation appears to be particularly
acute in the case of process innovations, despite the fact that these bring significant
improvements in terms of profitability for franchisees. The resistance put up by franchisees is
understandable, as this type of innovation challenges their work methods as well as their role
and place within the retail outlet:
“Ultimately, certain franchisees had become essential for the smooth running of their
business and were afraid that by putting in place certain tools or processes we would
damage their organization when in fact it was the complete opposite.”
(Franchisor, Services brand)

In some cases, network heads therefore accept the decision by franchisees not to adopt an
innovation. It may be a process innovation, in which case the risk is that two different entities
will have very different managerial processes, forcing the head of the network to manage the
tools needed for these processes. Where an innovation relates to a commercial offer,
communications or marketing, the risk is that clients will not have access to the same service in
different sectors. This raises a problem in terms of homogenizing one’s commercial offer
across the national market.

5.3.3. The specific problem of homogenizing commercial offers across national markets
One of the problems facing network heads is determining whether an innovation must be
imposed on all franchisees or whether some room for maneuver can be allowed. The following
citation shows how the diverse situations of franchisees in terms of size, geographic location or
experience can make certain innovations unsuitable:
“Out of principle, we always try to do things that affect everyone, not necessarily at the
same time but potentially everyone. But sometimes... let me give you an example... A few
years ago, we launched an offer for motorized offices, but this was a major problem for
the guys who stores were too small, it wasn’t necessarily suitable for them, yet they were
involved in the whole process…”
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(Franchisor, Automobile services brand)

In contrast, clients in some sectors can easily move from one franchisee to another or may have
reason to use the services of different franchisees depending on their movements. It is therefore
important to have a uniform offer that reflects published advertisements:
“Our ambition is to always be able to guarantee our clients that what we announce is
available. We address our clients at a national level, not locally, whether through media
like TV or digital media, so when the consumer connects to the (franchise’s) website, he
doesn’t have to look at a specific region to know what’s on offer. We communicate
nationally so our initial objective is to have the fewest number of unsatisfied customers as
possible, so that they won’t say: ‘I saw on TV that, but in reality you don’t do it’. So of
course we are constantly trying to convince people to ensure that the most resistant
among them will support us.”
(Franchisor, Automobile services brand)

Most of the network heads we interviewed do not want to impose the deployment of their
innovations on franchisees, so they must succeed in securing their support and are caught up in
a dialectic that involves giving their franchisees some room for maneuver and autonomy in
decision-making or overseeing the deployment of an offer at national level:
“So these are ambitious projects because, if you like, to run a franchise you can’t impose
things, and people said: ‘why do it?’ If we run a project like this one, you have to make
sure that clients in Quimper, Brest or Colmar, when they go into a store in France they
have to be able to use the benefits of the loyalty card.”
(Franchisor, Consignment store brand)

5.3.4. Defeating resistance to change: use of contracts
Most network heads told us they avoided using contracts to deploy their innovations. The
franchising relationship is seen as a partnership and is essentially governed by the level of trust
between franchisee and franchisor. It is therefore difficult to impose an idea that receives no
support from the franchisee. Furthermore, from a legal perspective, network heads sometimes
fear that a contract will be reclassified if it is deemed too restrictive. As the below citation
shows, even if a contract includes clauses stipulating that the franchisee must implement new
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initiatives proposed by the franchise, network heads above all seek to diffuse innovation within
their networks by involving franchisees and demonstrating the added value of their innovations:
“Yes it’s a bit coercive, but under their contract franchisees are obliged to apply all
changes in company know-how, in the broadest sense, whether in terms of commercial
offers or procedures. Up to now, this has not really been our culture. It works but if you
want to use contracts as a weapon… we could but I don’t necessarily think it’s the best
way to gain the support of company bosses...”
(Franchisor, Services brand)

The use of contracts was however cited in the case of innovations affecting the image of the
franchise itself, particularly involving window displays or retail outlet design. Although once
again, franchisees’ capacity for investment is taken into account:
“We’ve had innovations at the design phase, window display design or real estate, so to
apply that to stores we impose it on franchisees.”
(Franchisor, Prêt-à-porter brand)

“Yes and no, it’s implied, what I mean is the franchisee has an obligation to apply
changes to our business concept... But then, that’s innovations, everything depends on
how things change, if it’s an architectural innovation for example, not everyone will be
able to bear the cost, there is a clause but for that kind of architectural change there is a
minimum timeframe so that it’s not too short. Otherwise the franchisee will never accept
it, he’ll say ‘I just spent €300,000 on renovations and now you’re telling me that I have to
change my counter, it’s just not possible’. You have to secure the support of the
franchisee. The application and the obligation to apply the concept, okay, but there are
things that aren’t mandatory.”
(Franchisor, Consignment store brand)

Franchising networks are also sometimes forced to invest to put in place radical innovations
that would require too many resources on the part of franchisees.
“We have contracts, for example, which stipulate that we cannot impose changes that
require significant investments on the part of franchisees. If tomorrow we wanted to
introduce a radical change in our tools that would require a lot of investment, that’s an
investment that we would have to finance ourselves. Recently we made changes to
software, for example, something that had to be financed by the head of the network. That
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requires a robust financial situation at the head of the network to be able to finance
subsequent innovations. That can act as an obstacle if you make changes that are too
radical...”
(Franchisor, Services brand)
Network heads mainly work on motivating franchisees and try to provide them with factual
information to demonstrate the appeal of the innovation while at the same time facilitating the
deployment of innovations with “turnkey” solutions. Cliquet & Nguyen (2004) showed how the
franchising structure constitutes a significant challenge when it comes to deploying
breakthrough innovations. The following section provides details of the measures adopted.

5.3.5. Defeating resistance to change: training, support and communication packs
When innovations relating to processes or information systems are put in place, training is a
key element in overcoming the resistance of franchisees:
“We put in place a full-on support process, with training courses. The signup rate for the
training was 50%.”
(Franchisor, Automobile services brand)

Old systems are then replaced by new ones, despite opposition from certain franchisees.

For all innovation types that change the practices of franchisees, a high level of support is
required; this is symbolized by the increased involvement of the network moderator or specific
staff members from the head of the network, who set out the sales pitch to be used when
presenting the innovation to clients, prepare communication initiatives, support their
franchisees in the context of client meetings and give them all the necessary materials to sell
the innovation:
“We teach them the sales pitch, we support them in meetings to explain how it works and
reassure them as well that it is not an offer designed to compete with what they already
do on a daily basis.”
(Franchisor, Services brand)
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“Stores that sign up receive emails intended for all the doctors and nurses in their sector,
we install totem signs on their premises and include in these emails information about the
new services on offer... So we are the ones who manage all of the communication. All
they have to do is ensure they have the stock for the Drive in their store.”
(Franchisor, Product retailing brand)

When network heads want to develop a key innovation throughout the network, they may
decide to provide a certain number of services internally. This means that the head of the
network takes some of the responsibility for introducing the innovation, thus diminishing the
risks and levels of investment required by franchisees. This also limits the complexity of the
new skills they must acquire and favors the deployment of the innovation, as can be seen from
the following example:
“We actually created a platform that worked for the whole network. We centralized a
certain number of resources and developed IT tools, and we adopted an approach based
on a sort of central site, saying our objective is this, how we intend to achieve it, which
resources, how much we bring to the table, and we began a process of reflection that
lasted several months, preparing, developing and implementing, and then, as soon as it
was technically and legally possible, we issued information about the new service and it
started off extremely satisfactorily, and still today it’s a really good move for us. (…)
We created an IT tool to auto-assist the lads when they’re doing their work, very simple
but really helpful. We decided to centralize all that for our own stores, we used that
know-how to set up an assistance platform for franchised stores working directly at a
local level. Any stores that had questions could call the platform directly to benefit from
the assistance of specialists that we had put in place.”
(Franchisor, Automobile services brand)

All those we interviewed noted the importance of results in securing the support of franchisees:
“I was the only one, the only one who believed in it, and then later some of them were
amazed during the meeting at the revenue I was generating on one site, I generated
€5,000 in my first year, not including technical costs.”
(Franchisor, Visual advertising brand)

The regional dimension plays a very important role in diffusing innovation. This goes back to
the importance of geographic proximity in driving innovation (Loilier & Tellier, 2001). When
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we asked network heads about exchanges with franchisees, they spontaneously responded that
their franchisees mainly exchanged views with others in their region. This regional dimension
can be used by moderators to increase the number of exchanges between the franchisees who
introduced an innovation and those who are more reluctant to test it:
“If it’s a complicated project, we can deploy it at a regional level. What I mean is the
moderator holds small regional meetings to present the project, the product and how to
sell it, how to roll it out, you know. This is often done at a regional level and by small
groups, because company bosses, when they are focused with their head down, they are
not necessarily good commercially, let’s say, unfortunately, so you have to help them and
more or less give them a complete “package” that is ready for use.”
(Franchisor, Services brand)

One of the people we interviewed also told us that he held meetings between franchisees
without representation by the franchisor, so that the discussion could take place more freely,
thereby facilitating the adoption of innovations across the network.

As already noted, franchisees do not want the implementation of innovations to result in a loss
of autonomy or the level of control they have over their business. They therefore reject
innovations that lead to increased dependence on the franchisor (especially when they have to
lease a system) or on a particular service provider. Network heads therefore try to ensure that
innovations do not lead to such increased dependence, even though this may result in greater
levels of financial investment on the part of the franchisee. They may therefore negotiate on
behalf of the whole network to adopt a new economic model with service providers, or
alternatively they may modify the business model associated with the innovation so as not to
restrict the room for maneuver enjoyed by franchisees.
Given the success of e-commerce website and the emergence of pure players online, some
franchises have been encouraged to sell their products on the Internet. Franchisees respond by
expressing fears that they will lose part of their clientele. Network heads have therefore had to
adapt their offer to encourage clients to travel to their stores, something we explore in the
following section.
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5.3.6. Managing specific innovations: the development of an e-commerce website within
the franchise
Some innovations require a specific approach to managing change, in particular the creation of
e-commerce websites by franchisors. The below citation describes the fears of franchisees and
the response provided by the head of the network, which introduced specific measures to
encourage clients to visit their retail outlets. In order to put in place these websites, network
heads consider the feedback they get from franchisees and the proposals made by those who
work for other brands that have already introduced such a website and can therefore share their
experiences. The following example is an illustration of this feedback and the changes made to
the project by the head of the network:
“The aspect of making a relationship digitalized, taking sales away from physical stores
through the Internet... and yes, at the start that was met with a lot of fear. Then we put in
place quite a few measures beyond multichannel marketing, so every time a web user
visits our website, they are encouraged to visit the store by several tools that we put in
place. There are also a lot of topics relating to the website where we asked for feedback
from staff during monthly meetings asking: ‘what do you like and what do you dislike?
What needs to be changed on the website?’ etc. and quite a few ideas emerged that way.”
(Franchisor, Prêt-à-porter brand)

“For every newsletter sent out to a client, there are two options, either they use their
code online or they print out a discount voucher and visit the store. That has been totally
accepted because we communicated heavily and ensured the impetus came from the
ground.”
(Franchisor, Prêt-à-porter brand)

Franchisees may also be remunerated when transactions are made on the website and the client
picks up the product at one of the franchise’s retail outlets. This increases the level of support
by franchisees.

Network heads have also considered other financial models so as to take into account the
contribution made by franchisees to online sales. Internet tools are also sometimes modified to
make sure that it is mainly products that are in stock in franchise units that are proposed online.
Awareness is also raised among franchisees so they offer clients additional products or
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services. Network moderators then issue communications about the role of the e-commerce
website in generating new clients.
“When he came to the store to have (the product ordered online) fitted, he generated
more business because, while he was in store, he was sold other products, he did a bit of
prospecting, etc. At the same time, we came up with solutions to apportion revenue
differently, so that the store didn’t get the impression that the website took the revenue
while he was the one generating it. So, little by little, we also refined our model and
refined our tools so that at the end of the day... Now our tools have sufficiently
progressed, although when the consumer says ‘I want to buy that product’, we say to
him: ‘listen man, if you want it quickly, get it (from such and such a franchisee), it’s
available in two hours, you pay online, etc... It’s the same thing, for the consumer, web
users, it hasn’t changed except for our retail outlet (that’s different).”
(Franchisor, Automobile services brand)

5.3.7. The network moderator’s role in diffusing innovations
Network moderators have a dual role to play in diffusing innovations. First, they issue
information about successful experiments or about the best practices of other franchisees:
“(network moderators) act as a natural transmission belt, they’re the ones who hold
sector meetings and regional meetings, so they are a source of proposals, they’re the
ones who sell and push ideas on franchisees and do so constantly. We use other tools,
other resources with documents, intranet and a whole load of things, but there is no
substitute for the power of a guy to convince, a guy who says ‘listen, we’ve been offering
this, it works really well, go for it’.”
(Franchisor, Automobile services brand)

Network moderators participate in the development of communications texts and material to
assist franchisees with sales. But they also have a supervisory role to play in running
experiments. They check to ensure that innovations are correctly rolled out according to the
instructions relayed by the head of the network so as to avoid results that are skewed by a
variable that may not have been checked when the innovation was being implemented.
“If they arrive at a store during a test, they have to monitor it closely, check that all the
parameters are okay and in place. Let me give you an example: if we are working on the
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outside of a store to set up a new window display, our counters to monitor visitor
numbers have to be operational. If there is a fault, our analysis is skewed as we won’t be
able to generate a useful assessment of the number of people who enter compared to the
same period the previous year. So they are involved in the same way as we are at the
head of the network, in the analysis, the relevance of data and the involvement of staff, so
it’s a question of emergence followed by implementation.”
(Franchisor, Prêt-à-porter brand)

5.4. Exploration versus exploitation innovations
Breakthroughs are often driven by the head of the network and in response to changes in its
environment. These are more difficult for franchisees to accept and require greater levels of
support:
“The initiative came from us because we have a vision of how the business is evolving
which the franchisees either can’t or don’t want to hear because we are explaining to
them in clear terms that what has kept them going so far will no longer do so, or in any
case in a way that will be different in years to come. The model is changing quickly and
in a profound way, it determines our structure to a large extent...”
(Franchisor, Services brand)

Franchises therefore face a high risk that they will be unable to renew their business concept
and offer innovations that allow them to stand out sufficiently to ensure their long-term
survival.

“Which means that it is more difficult to put in place innovations that are more radical,
which truly transform the way things are done?
Absolutely, yes. It is true that as a franchisor you are often happy to propose innovations
that are, eh... for us in our business (…). Take the loyalty card, it’s the same thing (it was
easily adopted), ultimately you realize that loyalty affects everyone. As soon as we decide
we want to innovate on a particular thing in a way that is kind of off the beaten path, then
it becomes much more complicated, yes.”
(Franchisor, Electrical retail brand)
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5.5. Analyzing the networks of relationships between franchisees
In this section, we focus on the relationships maintained between franchisees, with branches
and with the head of the network. These networks of relationships can have different
configurations. Some franchisees may be “isolated” and not benefit fully from the specific
features of the franchise because they do not communicate with other franchisees, others may
have an extended network of relationships and maintain links with most of the other
franchisees, while others still may prefer to concentrate on a small number of relationships (just
a few interlocutors) and strengthen these relationships. We will be looking in particular at the
questionnaire administered to franchisees.

METHODOLOGY
48 franchisees responded, mainly by telephone, to a questionnaire that included questions about
their relationships with other franchisees, with the branches in the network, its moderators and
the head of the network. Three types of relationships were measured: first, based on whether or
not they had already exchanged views about improvements to products, marketing strategy,
services or organizational methods with other members in their franchising network; second,
they were asked if they had already tried to find solutions to problems encountered through
other members of the network; and finally, whether they had helped promote innovations to
other members of the network. These three facets of innovation are essential if new ideas are to
emerge in the network and also to ensure the diffusion of these ideas. Helping one another out
and looking for solutions together increases creativity (Amabile & Kramer, 2011). Networks of
relationships also have an important role to play in the exchange of ideas that may lead to new
products or concepts (Burt, 2004). Finally, the decision-makers in any given network must
often choose between several ideas that are competing for the available resources (Van de Ven,
1986), which means that the promotion of ideas is essential if an invention is to be transformed
into an innovation. We were able to reproduce comprehensive networks of relationships in the
case of four networks. We analyzed one network in terms of ideas exchanged between
franchisees, another in terms of solutions exchanged, and an overall network that covers all
types of relationships between franchisees. We did not establish a network in relation to the
promotion of ideas, as very few franchisees told us they had relationships with other
franchisees based on the promotion of new ideas. This gives us 12 representations of social
networks based on exchanges between franchisees. Social networks represent the sets of

147

relationships maintained by organizations. They provide indications about the way in which
information and resources circulate between these organizations.
- We calculated the density of these networks of relationships. This measurement represents the
number of relationships effectively maintained within the network, compared to the possible
number of relationships. This gives us a figure of between 0 and 1: the closer this figure is to 1,
the more the franchisees concerned maintain relationships with other franchisees.
- We checked to see if the network included isolated spots, i.e. franchisees who maintained no
relationships with other franchisees.
- We calculated an overall score for the centrality of each network (degree centrality). The
relationships identified can be broken down in various ways: one or several members in the
network may serve as the focal point of these relationships. They have privileged access to both
resources and information and are in a position to decide whether or not to pass on information
(Borgatti, 2005). Alternatively, relationships may be distributed equally between members,
whereby access to resources and information is the same for all members. A high centrality
score indicates that the networks of relationships (and therefore access to information and
resources) are concentrated around a few franchisees.
- We then determined whether certain members of the network occupied specific positions
within it (for example, whether information necessarily had to pass through them).
- We then looked at the types of links established. The links between organizations may be
weak or strong. A weak link means there is a low level of emotional proximity between the
different entities, that they have not maintained a relationship for a long time and are
infrequently in contact with one another (Granovetter, 1973). On the contrary, a strong link
indicates a relationship between two entities that have been in contact for a long time, meet
regularly and are emotionally close. We measured the relationships between franchisees using a
Likert scale that indicates whether franchisees are mere acquaintances, work partners, close
acquaintances or friends or family members. The first two items are used to indicate weak
links, while the last two indicate strong links. In the case of each network, we calculated the
percentage of strong links within the overall set of links (including links to the head of the
network, moderators and branches). We also indicate the number of links established with
branches, network moderators and the head of the network.
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5.5.1. Results for comprehensive networks
First, we provide two graphic representations of two different networks. They represent those
networks which include all types of relationships (ideas and solutions exchanged, ideas
promoted).

Figure 5.1 – Representation of network 1 for all types of exchanges

This graph shows that three franchisees (points A, B and C) serve as the focal point for a large
proportion of the network’s relationships. They are of central importance and enjoy privileged
access to information. They have a key role to play in the exchange of ideas and solutions. We
can also see that most of the other franchisees have relationships with one another outside of
their relationship with points A, B and C. Therefore, they do not completely depend on these
central members and are in a position to transmit information, even without the involvement of
franchisee A, B or C. Only those franchisees located in the top-right of the graph depend
exclusively on franchisee C when it comes to communication relating to new ideas and
solutions.

In networks with this type of configuration, it is important for the franchisor to ensure that the
central members correctly pass on information about innovation in the network. These
members may also be used as champions of innovation (Jenssen & Jorgensen, 2004) by
promoting it to other franchisees. The integration into the network of franchisees who have not
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established a relationship with many others can also be encouraged so there is mutual benefit
and so that they can share their experiences with the network.

Figure 5.2 – Representation of network 2 for all types of exchanges

The above graph represents exchanges between franchisees (combining all types of exchanges)
in another franchising network. It is very different to that presented in Figure 5.1. There is one
central member in this network who plays a crucial role as he is the only one who passes on
information from one part of the network to another. So if this franchisee no longer performed
his duties as a courier within the franchise, the network would then be formed of two groups
bereft of any exchanges. What is very interesting to note here is that these two groups represent
franchisees who are geographically close to one another. One group represents franchisees
located in France’s north and mid-east, while the other represents those located in the southeast and west. This reflects comments made during the interviews by many franchisors, who
told us that their franchisees mainly communicated with others located in the same region. This
phenomenon is accentuated by the fact that regional meetings are held. Yet, in such cases, it is
essential to verify that despite this configuration information is being correctly passed on from
one region to another and that this process does not depend on one single franchisee, as is the
case in the above network. Such a scenario poses a high risk that information will be lost. In
this network, point B also only has a relationship with point A and is therefore relatively
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isolated. In short, in this type of network it is important to reinforce the relationships between
the different sub-groups that make up the franchise.

To conclude, these network representations remind us that each franchise configuration raises
specific challenges. In the four cases studied, we see that between one and three network
members play a central role and serve as the focal point for exchanges. Franchisees on the
periphery of the network may be more or less connected to and dependent on these members.
The density and centrality scores for the networks allow us to differentiate between the
situations in each of the four cases studied.

Tableau 5.1 – Density scores for the four networks

Franchise 1
Franchise 2
Franchise 3
Franchise 4

Density of network of
ideas exchanged
0.3
0.21
0.217
0.149

Density of network of
solutions exchanged
0.19
0.243
0.505
0.209

Density of overall
network
0.307
0.296
0.505
0.264

Note: the more the figure approaches 1, the more the network is dense, i.e. there is a high number of relationships
between its franchisees.

Overall, the networks have a low level of density, except in the case of solutions exchanged in
Franchise 3. This network is a service provider and all of its franchisees interact with three
central members, but also in groups of two (dyads). The low level of density in the networks
indicates a low number of relationships between franchisees, yet we can see that there is only
one completely isolated unit in Franchise 4 for the overall network. This unit is in fact currently
being wound up by the courts. There are also two isolated franchisees in Franchise 1, solely in
terms of the network of ideas exchanged (these two franchisees do not exchange any ideas with
other franchisees). The low level of density in the networks is primarily an indication that in all
of the networks there are a few central members (fewer than three) who interact with many
other franchisees (in most cases all franchisees), but the majority of the other franchisees
maintain relationships with a low number of franchisees (two others in general). We can also
see that in the case of Franchises 2, 3 and 4, the network of solutions exchanged is less dense
than that of ideas exchanged. This makes sense: franchisees have similar experiences and can
therefore expect to find solutions to their problems through other franchisees in the same
network. The exchange of ideas constitutes a greater risk, as franchisees may have their ideas
rejected by others (Cattani & Ferriani, 2008) and will therefore only exchange their ideas if
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they feel confident or if the culture within the franchise is particularly oriented towards such
exchanges.

We can also see that the networks of ideas exchanged do not have the same configuration as
those of solutions exchanged. Franchisees do not interact with the same partners when they
have ideas as when they are looking for solutions. Certain links may be multi-faceted and used
to find both ideas and solutions, but franchisees generally look for solutions in wider networks
than when exchanging ideas.

Now let us consider the overall centrality of these networks with a view to analyzing the
breakdown of relationships therein. Degree centrality scores are calculated as follows: for one
franchise in the network, it is measured based on the number of links (size of one member’s
network). It can be interpreted on the basis that the more central a member is from this
perspective, the more he is “active” in the system (Lazega, 2007). The value for a network’s
overall centrality gives us an idea of how centrality scores are distributed. This value is defined
as the sum of the differences between the most central node and all of the other nodes, divided
by the maximum possible number of this sum. These measurements were calculated using
UCINET 6, which is specifically designed to process data for social networks. Table 5.2
provides the centrality scores for the different networks.

Table 5.2 – Centrality scores

Franchise 1
Franchise 2
Franchise 3
Franchise 4

Overall outdegree centrality
(‘influence’)
78.107
81.065
61.33
72.45

Overall indegree centrality
(‘popularity’)
28.402
47.93
40
26.53

Outdegree centrality, which is made up of the links cited by the franchisee with whom the
relationship originates, is distinguished from indegree centrality, which is determined by the
fact that the franchisee is cited by other franchisees. Outdegree centrality is often considered as
a measure of influence, whereas indegree centrality is a measure of popularity. The scores for
outdegree centrality indicate a high level of network centralization, i.e. whereby a few
franchisees told us they exchanged ideas or looked for solutions from all of the other
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franchisees in the network, while, in contrast, not a single franchisee was cited by all of the
others as an almost unique source of solutions or ideas. This produces a relatively balanced
distribution of information
tion flows within the networks.

5.5.2. Results for all networks interviewed
We focused on the breakdown of links between franchisees and the head of the network, its
moderators and branches. Figure 5.3 illustrates the source of exchanges for all networks. It
shows that a majority of franchisees have links with other franchisees, and that within the group
of respondents (47 franchisees), 47% did not cite the head of the network or its moderators as
sourcess of solutions or ideas exchanged or innovations promoted.

Figure 5.3 – Breakdown of links within the networks studied

Links between franchisees
Links with head of network or
moderator
Links with branches

During our qualitative interviews, many franchisors told us that their moderators acted as
natural focal points for the exchange of ideas and that they were one of the main vectors for the
transfer of ideas to the head of the network. In contrast, the questionnaire given to franchisees
shows that a large proportion of exchanges take place between franchisees. It is important for
franchisors
isors to pick up on these ideas or get feedback on the problems frequently encountered
by franchisees, as well as the solutions that are found so as to share them on a larger scale
within the network. Online platforms for the exchange of ideas can be useful
usefu in preserving a
trace of ideas or problems identified. The case of the Innocentive platform put in place by Eli
Lilly has been studied in the literature (Liotard, 2010) and shown to record new knowledge. On
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this platform, companies can post problems encountered and specialists from across the world
can reply. The winning platform user receives a prize (Ibid). During our qualitative interviews
with franchisors, some of them told us about challenges they had organized so as to encourage
the transfer of ideas. It would appear that in addition to regular meetings with moderators, this
type of event can improve the transfer rate of ideas and avoid restricting the process of
diffusion to a small number of franchisees who are highly connected to one another but not
with the rest of the network.

These key exchanges between franchisees can be explained by the nature of the links within the
network: 75% of the links activated in our four networks are weak links, and 25% are strong
(between franchisees who are close, friends or members of the same family). The weak links
that represent a majority provide new perspectives (Granovetter, 1973), whereas strong links
enable the exchange of complex information or tacit knowledge (Hansen, 1999). In the
networks we studied, there would appear to be a balance between these two types of links,
which facilitates both the diffusion of ideas and combined efforts to resolve complex problems
(strong links are structurally less numerous as they require time to be reinforced and
maintained). Strong links develop trust between franchisees and the necessary level of
involvement to find solutions to problems identified (Cross et al., 2001).

We will now look at the profiles of our franchisees. We have identified four types:
- franchisees with an extended network (connected to more than 80% of other franchisees);
- franchisees who only maintain relationships with network moderators, the head of the
network or branches;
- franchisees without relationships based on exchanges;
- and franchisees who have relationships with less than 25% of other franchisees.
Figure 5.4 illustrates the breakdown of these different profiles within the set of franchisees who
responded to our questionnaire.
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Figure 5.4
5. – Breakdown of franchisee profile

Franchisees with extended
network
Isolated franchisees

Franchisees with links to head
of network and moderators
only
Franchisees with concentrated
network
Other

The majority of franchisees have a concentrated network: they are connected to less than 25%
of other network members. This is relatively easy to understand: franchisees have limited time
to devote to maintaining their relationships with other franchisees, so they concentrate on a
small number of contacts. Furthermore, trust and accessibility are key dimensions of creativity
and the exchange of ideas with others (Amabile et al., 2014);; franchisees develop relationships
of trust with a few colleagues and it is therefore with these colleagues that they are most likely
to exchange ideas or solutions. Around one quarter of franchisees have an extended network.
However, the situation varies considerably from one franchise to another, with some
franchising networkss displaying a high proportion of this type of profile. Few franchisees are
isolated (those who said they did not exchange ideas or solutions), and only two franchisees
were found to be in an intermediary situation, whereby they interact with more than 25% of
other network members but less than 80%.
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Conclusion

The purpose of this conclusion is to provide a summary of the main findings of our research
and to propose certain managerial strategies that may be useful to those in franchising who
wish to optimize the conditions for innovation and the diffusion of new ideas within their
network.

1. Primary findings
1.1. Identification of innovations in franchising networks interviewed
Many different forms of innovation can be found in the networks we interviewed: product,
service, legal or logistical innovations, as well as those linked to the application of new
technologies.

The qualitative and quantitative results of our study reveal that the most abundant innovations
introduced over the last five years in the networks interviewed are product and service
innovations. In contrast, innovations relating to new store concepts and innovations in the
logistics chain are less common.

The legal ramifications of these innovations are reflected in the amendments made to contracts
(and therefore contractual innovations), which occur on average every 2 to 3 years.

Meetings between franchisors and franchisees usually take place every month or every two
months and constitute a potential factor for innovation; other such factors are the creation of a
franchisee council (one quarter of networks interviewed) and the presence of a network
moderator.

Use of the Internet also appears to be a determining factor for innovation, with a wide variety
of uses recorded: communicating on brand image, dialogue and the circulation of information
within the network, recruitment of franchisees, monitoring the competition and as a sales
channel.
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Our results also show that proximity to the market as an impact on the nature of innovations
and that initiative among franchisees is a determining factor for product and service
innovations.

Lastly, the use of specific training is the method most favored for the diffusion of innovations,
which reflects the need to take the time to explain innovations and allow franchised units to
adapt.

Furthermore, in most cases these innovations appear to be incremental in nature rather than
breakthrough innovations. The latter, which are usually introduced by the head of the network,
are more problematic in terms of acceptance by franchisees and require greater levels of
support. There is therefore a high risk that franchises will be unable to renew their business
concept or propose sufficiently original innovations to ensure the long-term survival of their
network.

Finally, the average percentage of revenue dedicated to innovation expenditure was found to be
7.4%, and inadequate financial resources in the networks interviewed were found to be the
main obstacle impeding innovation.

1.2. Franchising network configurations that favor innovation

This study highlights the coexistence of four franchise configurations. It was conducted using
the notion of entrepreneurial orientation, according to which organizations must be driven by a
desire to innovate, take risks and act proactively if their innovations are to be successful.

We characterized each configuration in terms of franchise portraits, which we labelled
“inventors”, “protectors”, “optimizers” and “pioneers”:

-

Inventors

This is the most representative profile in our sample. It is a category that shows little inclination
towards innovativeness. These franchisors nonetheless take significant risks in order to
introduce breakthrough innovations. Instead of focusing on renewing and constantly improving
their core concept, the “inventors” look for completely novel concepts. This exposes them to a
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twofold risk: the new concept is at risk of not finding its market; and such radical innovation
risks making the core concept obsolete or denatured, which in turn may result in the loss of
one’s traditional market. For this reason, inventors see a fall in the overall performance of their
franchising network.

-

Optimizers

The second configuration we identified is associated with “optimizer” franchisors, who adopt
an attitude that is both enterprising and conservative. While they may not propose any
innovative concepts, they adopt a posture that is characterized by a strong commitment to
innovativeness, risk-taking and proactivity. They focus on their traditional market, which they
try to control with an aggressive offer of a stand-out product sold at a competitive price. These
franchisors consider the cost of innovation to impede the overall performance of the network;
by falling back on their original concept and core market, they generate significant profits
which are then reinvested in the development of their core concept.

-

Protectors

These franchisors prefer to run a conservative and traditionalist organization and are
characterized by low levels of entrepreneurial orientation, which makes them reluctant to
innovate, risk-averse and defensive in their actions. They target a relatively stable market,
which they try to protect with a traditional offer and by striving for stability above all else. This
conservative and traditionalist posture makes them vulnerable to changes in their environment
to the extent that they do not exploit the opportunities that present themselves. This attitude
explains why the performance of these networks in terms of growth has fallen considerably
over the last five years.

-

Pioneers

The fourth and final configuration is represented by pioneering franchisors, who are both
enterprising and innovative. The franchisors who manage these organizations are driven by a
desire to innovate, take risks and act proactively. In order to conquer new markets, these
pioneers are attentive to what happens in their environment and do not hesitate to take risks in
order to acquire and master the new technologies that will allow them to remain at the forefront
of change. As a result, their success is reflected in strong performances in terms of growth.
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These results are indicative of the importance of an entrepreneurial culture. Entrepreneurialtype franchising networks – the “pioneers” and “optimizers” – enjoy higher levels of
performance, while conservative-type networks – the “inventors” and “protectors” – see their
performances decline.

We can therefore conclude that the management system and framework used in conservativetype franchising networks need to be reconsidered in order to limit this worsening performance.

1.3. The relationship between entrepreneurial orientation, innovation and performance

Our results show that innovation, understood in its broadest sense, has an influence on the
performance of a network in terms of growth, an effect that is heightened when franchising
rates are moderate (no more than 40% in our sample).

At the same time, a franchisor’s entrepreneurial orientation favors both performance and
network innovation, mainly when the milestone of five years’ experience has been reached.
And if innovation is considered in terms of breakthrough, we found that entrepreneurial
orientation has a positive influence on performance, irrespective of the network’s stage within
its life cycle, and not only in the most experienced networks. Breakthrough innovations
nonetheless represent a path towards performance and growth, provided the network is not
excessively franchised.

When franchisors have at least five years’ experience, they introduce innovations with higher
levels of breakthrough; however, these levels fall as the size of the network increases. We also
observed that while levels of breakthrough have a positive influence on growth within the
network, this is not the case in terms of financial performance. Breakthrough innovations have
more impact than incremental innovations on growth – but not on profitability.

The distinctions between innovations based on the existing typologies (front-office vs backoffice; technological vs non-technological) can ultimately be said to be of little relevance, given
that the types of innovations they represent do not have the same effects depending on which
measure of performance is used.
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If we leave out organizational innovations, which were found to have opposite effects on each
performance type (positive effect on growth with moderate franchising rates, negative effect on
profitability), we return to a simpler classification. On one side, innovations (process and
logistical) which exclusively support a strategy targeting efficiency but which has no impact on
growth; on the other, innovations (commercial, service, store concept/format, and even
product) which either support stronger growth where franchising rates are moderate or a
strategy targeting margins and profitability where these rates are high.

In relation to the differences in perception between franchising partners when it comes to
innovation, we found that franchisors declare a higher level of innovation in their network than
that which is perceived by their franchisees. Franchisees therefore tend to underestimate the
level of innovation introduced by their franchisor, and it is only when innovation has a
“technological” content (product, process and logistical innovations) that these differences in
perception are reduced. This finding raises the question of how franchisors should go about
diffusing innovation in terms of communications, especially in the case of innovations without
any tangible technological content.

Franchising partners nonetheless have a shared vision of technological innovations introduced
by the franchisor, and of the methods used to diffuse innovation (intranet, working groups and
annual conventions).

2. Managerial implications in terms of the conditions for the emergence and diffusion of
innovations
2.1. Where to look for sources of inspiration

This research enabled us to identify both external and internal sources of innovation:
-

External sources

New ideas can come from external sources in the form of links with the partners of a
franchising network. Suppliers, communications agencies, IT service providers, and companies
operating in other sectors who offer additional services are important sources of information.
These partners may suggest new products or services that can be offered by the franchising
network or share information about changes in its business environment.
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The suggestions made by these partners can then be reformulated through exchanges with
franchisees or during committee meetings with a view to developing new services for the
network’s clients. Furthermore, contacts established during trade fairs or with other franchising
networks can also be useful in renewing a franchise’s business concept.
In contrast, although many networks use customer satisfaction questionnaires, clients do not
appear to be a source of innovation. They may nonetheless be solicited to test new offers of
products or services, and their opinions are then recorded systematically. This suggests that it
may be worthwhile to develop greater interaction with customers with a view to jointly
developing a new offer that may result in apposite innovations.

The implementation of formal systems with which to monitor the competition remains almost
exclusively the preserve of major brands. In this respect, external service providers such as
professional federations can play an important role in this process.

- Internal sources
Internally, franchisees and network moderators are heavily involved in gathering information
on the activities of competitors and changes in legislation and demand. Internal sources of
innovation stem from the diverse experiences of those working in the network. Inspiration may
come from franchisees working abroad who are in a position to provide new perspectives.

Franchisees operating in multi-unit franchising are also a source of inspiration, providing
information about benchmarking procedures in other sectors. This transfer of ideas from one
area to another can also be generated by the past experiences of franchisees who have operated
in various different sectors.

Both franchisors and franchisees are therefore advised to seek a wide variety of different
experiences. Meetings can then be organized to compare these experiences with a view to
developing innovations.

Network moderators also play a central role in the emergence of new ideas and their diffusion
within the network by encouraging franchisees to make suggestions which are then passed on
to head office. They may also encourage franchisees to share their ideas and best practices.
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Lastly, the franchise founder may represent the main vector of innovation by sharing his/her
own ideas and skills with the network.

2.2. How to select and diffuse innovations

Once new ideas have emerged, whether from internal or external sources, they must be then
reformulated by the various contributors as part of a process whereby they are submitted to
committees, compared and then enriched, before being transformed and finally tested. Network
moderators, in particular, contribute to this reformulation and transformation exercise.
Franchisors should therefore be encouraged to set objectives for their moderators to facilitate
the emergence of new practices.

When it comes to selecting ideas, very few of the networks interviewed have a specific
structure with which to manage innovation. Problems are usually dealt with by
communications, marketing, technical or logistics committees. In small networks, the main
responsibility for monitoring and developing innovations falls to the founder.

The innovation selection process is generally structured by the intervention of network
moderators, who pass on the ideas put forward by franchisees, whether through suggestion
boxes or email exchanges. These ideas are then centralized and submitted to the head of the
network or the committee responsible. Innovations can then be developed with the help of
specific service providers, perhaps followed by a validation phase and then a test scheme in
pilot units or involving franchisees who have a close relationship with the head of the network.

In this respect, it should be noted that the selection and verification of the resources needed to
develop new ideas are crucial and that innovation processes need to be more formalized and
explained to all franchisees so that they can become more heavily involved in a culture of
innovation.
However, because network heads often face an influx of new ideas, they must ensure they do
not submerge their franchisees, whose time and resources are limited.

It should also be noted that few of the companies interviewed have put in place a reward
system for franchisees who come up with new ideas. Rewards are instead given indirectly,
mainly in the form of a reduction in franchising royalties. Yet, as independent entrepreneurs,
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franchisees feel they are invested in the innovation process, which allows them to improve their
own business. The recognition that franchisees may be given by fellow franchisees or their
peers is also a source of motivation, particularly in the context of prize-giving ceremonies
organized by the head of the network. In mixed networks, it can therefore be advantageous to
develop innovations with franchisees first, before applying them to the network as a whole.

The use of digital tools (such as crowdsourcing systems) to record and share new ideas,
whereby suggestions from clients, partners or network members can be collected online, can
also be an effective way of generating new ideas. Online newsletters also facilitate the rapid
dissemination of information; collaborative initiatives involving the network’s customers can
be an attractive option so that products or services can be more carefully adapted to their
expectations.

Online forums and newsletters provide spaces in which franchisees can exchange advice and
share best practices. Certain networks have an intranet or a specific page dedicated to sharing
experiences. Such tools also allow information to be communicated to employees working in
retail outlets. While face-to-face meetings remain crucial, photos or other visuals showing how
an innovation can be implemented are essential for sharing new ideas or practices with the
network as a whole. Time should therefore be allocated to the spread of best practices during
meetings between franchising partners.

Prior to diffusing an innovation across the network, trials are conducted to see if there is a
sustainable economic model. These trials either take place in a branch, in the unit run by the
franchisee who came up with the idea, or in a franchised unit with close links to the head of the
network. The choice of location is often made based on the objective in terms of diffusion. Test
schemes in franchised units are preferred in the case of innovations that break with traditional
practices and may prove difficult to impose on other franchisees. The innovation may then be
amended accordingly.

When it comes to spreading ideas within the network, the following pattern can be observed: a
few franchisees readily adopt new ideas, and the objective for franchisors is then to convince
the remaining majority of franchisees.
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2.3. How to defeat resistance to change

The franchising structure may raise specific problems for the head of the network as it
encounters different forms of resistance to change. First, franchisees have a limited time to
implement innovations, and they bear the associated risks. Second, they are often required to
make financial investments in order to roll-out innovations. Franchisors may also have a role to
play in diffusing innovation to the employees of their franchisees.

Innovations that are technological in nature, especially those that require specific skill sets, can
be difficult to impose on the network; the same is true of innovations that are overly complex to
implement and generate no tangible results in the short term. This state of affairs may
undermine the dynamism and long-term survival of networks as it may have a limiting effect
on breakthrough innovations in favor of incremental innovations, which are often easier for
competitors to reproduce.

Furthermore, to the extent that they challenge the work methods and role of franchisees,
innovative actions may be perceived as a potential loss of autonomy. Most of the franchisors
we interviewed told us they do not want to impose the deployment of innovations on their
franchisees and must therefore try to secure their support. In some cases, franchisors allow their
franchisees not to adopt a particular innovation, which can lead to problems of consistency in
terms of the network’s commercial offer. However, in the case of innovations that affect the
brand of the franchise itself, the use of contractual amendments may come into play.

Finally, in the context of radical innovations that require excessive levels of financial resources
on the part of franchisees, the franchisor may be forced to make the investment needed for
implementation. The franchising structure therefore constitutes a significant challenge for the
deployment of breakthrough innovations.

In order to defeat this resistance to change, franchisors are advised to focus on training,
particularly in the case of process innovations or when introducing new information systems.

For all types of innovations that modify the practices of franchisees, a high level of support is
necessary. This may include increased involvement on the part of network moderators or
specific personnel from the head of the network, whose role is to outline the way in which the
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innovation is to be presented to clients, prepare communications materials, accompany
franchisees during client meetings, and provide them with all the necessary materials to sell the
innovation.

When the head of a network intends to diffuse an innovation, it may decide to take financial
responsibility for it so as to reduce the risks and levels of investment required of franchisees.
This also limits the complexity of the new skills and knowledge which franchisees must acquire
and makes the innovation roll-out more likely to succeed.

It should also be noted that the positive results in terms of revenue make it easier to secure the
support of franchisees.

The regional dimension also has a very important role to play in diffusion, given that
franchisees mainly communicate with their peers at a regional level. This dimension can
therefore be exploited by network moderators with a view to increasing the number of
exchanges between those franchisees who implement the innovation and those who are more
reluctant to adopt it.

It may also be useful to hold meetings between franchisees without representation by the
franchisor so that discussions may take place more freely, thus facilitating the adoption of the
innovation within the network.

To the extent that the introduction of innovations may cause franchisees to fear losing some of
their autonomy or the control they have over their business, it may in some cases be an option
for franchisors to negotiate on behalf of the network as a whole with a view to securing a new
economic model from service providers or to modify the business model associated with the
proposed innovation. This may be appropriate in the case of innovations relating to the
development of an e-commerce website. For example, in order to address the fears of
franchisees, a franchisor may decide to introduce measures to encourage clients to visit the
network’s retail outlets. Web-based tools can also be modified so that products in stock in
franchised retail outlets are proposed to clients as a priority.
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2.4. Favoring networks of relationships between franchising partners

Our study allowed us to identify various configurations for the networks of relationships that
exist between franchising partners.

Where there are central franchisees who serve as the focal point of these relationships and
therefore have privileged access to information and play a key role in the exchange of ideas and
solutions, it is important for the franchisor to ensure that these franchisees are effective in
disseminating information about innovations within the network.

Another configuration is where one central player is the only one to transfer information
between two parties within the network, perhaps representing specific geographic regions. In
this case, the franchisor must verify that, despite this centralization, information is being
correctly transferred between the various parties, as the risk of losing information would be
high if this central franchisee were no longer to perform his/her duties as network courier.

In contrast to the qualitative interviews carried out with franchisors, the questionnaire given to
franchisees shows that a significant proportion of exchanges take place between franchisees. It
is therefore important for franchisors to successfully collect the ideas or solutions put forward
by franchisees so they can be shared with the network as a whole. In this context, the use of
online idea platforms can be useful in acquiring new knowledge.

Finally, challenges organized by the head of the network can also facilitate the transfer of ideas
and avoid the risk that this process of diffusion will remain restricted to a small number of
franchisees who have strong connections with one another but little contact with the rest of the
network.
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APPENDIX 1 – Questionnaire for Franchisors
Innovation in franchising networks
We are conducting a survey as part of a research agreement with the FFF. We would be grateful if you would take the
time to respond to our questionnaire. Rest assured that your responses will remain anonymous and confidential. Thank
you in advance for your help, which will be invaluable to us.
Network name:
Respondent’s position:

A - General information
A1- Is your franchising network a member of the Fédération Française de la Franchise (FFF)?
Yes

No

A2 - In what year was your franchising network first established?

A3 - In what sector does your network operate?
Domestic goods

Prêt-à-porter

Trade

Automobile services

Hairdressing and beauty

Other services to individuals

Fast-food

Sit-down dining

Other personal items
Construction
Business services
Hotels

Real estate

Other (please specify)

A4 - What is the network’s overall annual revenue (brands and franchisees) in thousands of euros?

A5 - How many employees does the network have (brands and franchisees)?

A6 - What is the total number of retail outlets in the network?

A7 - How many units are owned outright?

A8 - How many units are franchised?

Food
Cleaning
Training
Travel

A9 - Over the last five years, in which geographic markets has your company done business?
(Several possible responses)
France

Europe

Americas

Asia

Africa

Oceania

A10 - What is the percentage of new franchisees to have joined the network in the last five years?

B - Innovation in the network
Please consult the explanatory notice at the end of the questionnaire for precise definitions of these innovation types and examples
thereof.

B1 - Over the last five years, you introduced:
No

1

2

3

4

5

6

7

A very large
number of

new products
new services
new processes
organizational innovations
commercial innovations
new concepts or store formats
logistical innovations

B2 - Does the Internet play a specific role in terms of innovation in your network?
Yes

No

If yes, how is it used?
No role

1

2

3

4

5

6

Very important
role

7

Search for information on markets and monitoring of competitors
Dialogue and spread of information between network members
Sales channel
Brand image and reference listings
Recruitment of future franchisees
Other (please specify):

B3 – In relation to your initial offer, the changes introduced through…:
of a minor nature

1

2

3

4

5

6

7

breakthr
oughs

Product and/or service innovations were mainly…
Process and/or organizational innovations were mainly…
Commercial and/or store concept and format innovations were mainly…
Logistical innovations were mainly…
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B4 - Do franchisees sometimes initiate the following innovations?
Yes

No

Product/service innovations
Process/organizational innovations
Commercial/store concept or format innovations
Logistical innovations

B5 - What percentage of the network’s overall revenue is dedicated to innovation expenditure?

B6 - Do you have a dedicated innovation department?
Yes

No

If Yes, how many staff members?

B7 - Do your franchising contracts include an explicit clause on innovation?
Yes

No

C - Franchisor’s strategy/entrepreneurial orientation
C1 - Proactivity:
In reacting to your competitors, your franchising network:
Typically responds to actions which
competitors initiate.

1

2

3

4

5

6

7

Typically initiates actions to which
competitors then respond.

Is very seldom the first to introduce new
products/services, administrative techniques,
operating technologies, etc.

1

2

3

4

5

6

7

Is very often the first to introduce new
products/services, administrative
techniques, operating technologies, etc.

1

2

3

4

5

6

7

Typically seeks to avoid competitive clashes,
preferring a “live-and-let-live” posture

Typically adopts a very competitive,
“undo-the-competitors” posture

C2 - Risk-taking:
In general, your franchising network has:
A strong proclivity for low-risk projects (with
normal and certain rates of return)

1

2

3

4

5

6

7

A strong proclivity for high-risk projects
(with chances of very high returns)

In general, your franchising network believes that:
Owing to the nature of the environment, it is
best to explore it gradually via cautious,
incremental behavior.

1

2

3

4

5

6

7

Owing to the nature of the environment,
bold, wide-ranging acts are necessary to
achieve the firm’s objectives.

When confronted with decision-making situations involving uncertainty, your franchising network:
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Typically adopts a cautious, “wait-and-see”
posture in order to minimize the probability of
making costly decisions.

1

2

3

4

5

6

7

Typically adopts a bold, aggressive
posture in order to maximize the
probability of exploiting potential
opportunities.

C3 - Innovativeness:
In general, your franchising network emphasizes:
The sale of products or services.

1

2

3

4

5

6

7

R & D, technological leadership and
innovations.

D - Performance
D - On a scale from 1 (no growth) to 7 (very strong growth), how would you rate the network’s
development over the last five years in terms of the following?

Stagnation

1

2

3

4

5

6

7

Very significant
development

Revenue
Employment
Number of clients
Market share
Profit
Size (number of retail outlets)

E - Network structure
E1 - How often do you make amendments to your franchising contracts?
Every year
Every 2 to 3 years
Every 4 to 5 years
Other (please specify):

E2 - Which contractual clauses are most frequently amended?
Conditions of entry
Royalties
Advertising fees
Other (please specify):

E3 - In general, how often do franchisees meet (regular visits, work meetings or conventions)?
Once a month
Every two months
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Every six months
Once a year
Other (please specify):

E4 - Does your network have a franchisee council/consultative committee?
Yes

No

E5 - Does the network have moderators?
Yes

No

If Yes, how many?

E6 - Do you use intranet for dialogue with franchisees?
Yes

No

E7 - How are innovations diffused within the network? (Several possible responses)
Trials in units owned outright
Intranet
Internet
Specific training
Commissions or working groups
Annual conventions
Other (please specify):

F - Obstacles impeding innovation
F - Over the last five years, have the following factors constituted obstacles that have impeded
innovation?
No effect

1

2

3

4

5

6

7

Major
obstacle

No need due to previous innovations
Uncertain demand for innovative products
Lack of market information
Lack of information on technologies
Market dominated by established firms
Cost of innovation too high
Lack of financial means
Lack of qualified personnel
Difficulty in finding partners
Resistance to change among franchisees
Other (please specify):
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EXPLANATORY NOTICE

DEFINITIONS OF INNOVATION TYPES

A product innovation is where clients are offered new or significantly improved products compared to
products previously sold within the network in terms of core characteristics, ease of use and components (or
usage). Product innovations must be new to your network, but not necessarily new to your market. They may
have been originally developed by your network or by other companies. Example: offer by a network of
automotive centers of a new type of tire that is different from traditional tires, or an offer of a new slimming gel
by a network that specializes in beauty care and cosmetics.
A service innovation is where clients are offered new or significantly improved services. Service innovations
must be new to your network, but not necessarily new to your market. They may have been originally
developed by your network or by other companies. Example: offer by a network of automotive centers of a new
service to reduce pollution in the passenger compartment of vehicles, or a new offer of real estate expertise by a
network of real estate agencies.
A process innovation is the implementation of a new or significantly improved production process, support
activity or medium for your products/services. Such new or significantly improved processes may relate to your
manufacturing or production processes, your service offerings or your maintenance, purchasing, accounting or
IT activities. The process innovation must be new to your network, but not necessarily new to your market. It
may have been originally developed by your network or by other companies. Example: significant
improvement in management procedures (especially involving the use of certain new information
technologies).
An organizational innovation is a new way to run your network or a new method for organizing work or
external relations which has not previously been used in your network. It must be the result of strategic
decisions made by management. Such new or significantly improved methods may include new operating
methods in the way procedures are structured (reconfiguration of processes, knowledge management system,
production on demand, quality management system, etc.), new methods for organizing work and decisionmaking processes (new distribution of responsibilities/decision-making powers among employees, teamwork,
decentralization, integration or automation of various company departments, training system, etc.), new
methods of organizing external relations with other companies or bodies (creation of new alliances or
partnerships, outsourcing or subcontracting of certain activities). Example: using new contracts for the first time
(commission-based affiliation, multi-unit franchising, etc.).
A commercial innovation is the implementation of new sales strategies that differ significantly from existing
sales methods within the network and which have never before been used. This requires changes in the design,
packaging or presentation of a product or service, or its market positioning, promotion or pricing where these
have a significant impact. Such new or significantly improved strategies may include significant modifications
of the design or packaging of a good or service, the use of new techniques or new media to promote goods or
services (e.g. first-time use of a new advertising medium, introduction of loyalty cards, etc.), or new pricing
strategies for your products or services (e.g. new method allowing you to modify the price of a good or service
to reflect demand, promotions, etc.). Example: new e-commerce website.
A concept or store format innovation is the introduction of new concepts for retail outlets. New brands, new
ranges within a brand, and the repositioning of a brand all fall under this type of innovation. Example: a new
takeaway restaurant brand within the network based on the initial concept of sit-down dining.
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A logistical innovation is the introduction of new or significantly improved management methods for the
transport of materials (or goods), supplies, retailing or service provision. Example: introduction of an ECR
(Efficient Consumer Response), just-in-time management, etc.
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APPENDIX 2 – Guidelines for semi-structured interviews with franchisors

Introduction:
We are operating under a research agreement with the Fédération Française de la Franchise.
We are a team of academic researchers, and our aim is to understand how innovations come
about in franchising networks (who comes up with the ideas and in what context?) and how
these new ideas are diffused within the network. Our objective is to summarize our findings in
a report that will be made available free of charge on the FFF’s website, which you will be
able to consult. We hope to highlight the factors that may favor innovation in franchising
networks and identify the obstacles that impede innovation (whether in terms of suggesting or
adopting new ideas). For the purposes of this study, innovation is understood in the broadest
sense and may relate to ideas for new products or concepts, or new organizational or
commercial methods adopted by the network. It can relate to small improvements or
breakthrough changes. The interview will last around 30 minutes, and we will endeavor to
make it anonymous.

Section 1: Organizing innovation in the network:

1°/ Can you briefly give me some details about your network (date established, number of
entities)? How would you describe your network (specific features)?

2°/ Are there specific measures in place to favor innovation in your franchising network?
(Remind respondents that the network may have dedicated cells such as a marketing
department or units owned outright.)

3°/ Do you introduce initiatives to promote innovation within the network? Is there a reward
system in place or other types of incentives (challenges or suggestion boxes)?

4°/ Do network moderators act as intermediaries between the franchisors and the head of the
network? Do they have a role to play in innovation (emergence and diffusion)? If so, what
role?
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5°/ How do you account for changes in your environment (consumer habits, competitors,
etc.)? Are there specific measures in place (e.g. monitoring)?

Section 2: Describing the process for the emergence and diffusion of one (or several)
innovation(s)

6°/ Can you give me an example of an innovation that was successfully applied to the
network? (Respondents should specify the innovation type – product, organizational,
commercial, logistical, etc. and the level of breakthrough involved.)

7°/ Where did the new idea come from? In what context? (If it came from a franchisee, ask
how long that franchisee has been in the network, whether or not he/she has a specific
relationship with the head of the network or with other franchisees.)

8°/ How was this idea diffused within the network? Was there any reluctance? Did the idea
have to be adapted? Did certain individuals play a key role in diffusing the innovation?

9°/ Were specific measures taken to promote the development of this new idea?

If possible, repeat the same questions with an example of an innovation with other
characteristics (e.g. more incremental or of a different kind).

10°/ Can you think of an example of an innovation that you were unable to diffuse within the
network? Why? What were the main sources of resistance?

Section 3: Network characteristics

11°/ Have several new entities joined the network over the last two years? What is the
renewal rate?
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12°/ How close are your franchisees to one another? Do they meet regularly? Do they share
their practices? Have they known one another for a long time? What kind of relationship does
the franchisor have with franchisees?

13°/ Have you put in place specific measures to involve your clients or suppliers in
developing new ideas?

14°/ Which types of clauses in the franchising contract do you think favor innovation within
the franchising network?

Thank you
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APPENDIX 3 – Questionnaire for Franchisees
The emergence and diffusion of innovation in franchising networks
We are conducting a survey as part of a research agreement with the FFF. We would be grateful if you would take the time
to respond to our questionnaire. Rest assured that your responses will remain anonymous and confidential. Thank you in
advance for your help, which will be invaluable to us.
Name of franchising network:

A – Your business
A1- In what year was your business first established within this franchising network?

A2-How many units or retail outlets do you own in this network?

A3-What is the postcode of your place of business? (Several possible responses in the case of
multi-unit franchising)

A4-Did you enter your franchising business…
Alone?
With other associates?
With your partner?
With another family member?
Other:

If you did not go into business alone, how many people were involved in establishing the business?

A5- How many people do you currently employ? (Multi-unit franchisees should provide the total
number of employees)

A6-Had you previously worked as an employee in the network?
Yes
No
If so, for how many years?
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A7-Is your initial training of concrete application to the area of business in which you operate?
Not at all
No
Yes but not entirely
Yes
Yes, absolutely

A8-When you established your franchising business, how many years of professional
experience did you have?

A9-When you established your franchising business, how many years of professional
experience did you have in the same sector?

B - Innovation in the network
B1 – Over the last five years (or since you became a franchisee), your franchisor has introduced:
No

1

2

3

4

5

6

7

A very large
number of

7

A very large
number of

new products
new services
new processes
organizational innovations
commercial innovations
new concepts or store formats
logistical innovations

B2 – Over the last five years (or since you became a franchisee, you have introduced:
No

1

2

3

4

5

6

new products
new services
new processes
organizational innovations
commercial innovations
new concepts or store formats
logistical innovations

B3 – Does your franchising contract include the following (tick the appropriate boxes)?
A territorial exclusivity clause (guaranteeing you a commercial territory)
An end-of-contract indemnity (buyout, non-competition or pre-emption payment, etc.)
A clause for the implicit renewal of your contract
A clause on adapting your retail outlet or business to innovations introduced by the franchisor

B4 – Have there been innovations in your network that have resulted in an amendment to your
franchising contract?

Yes
No
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B5 – What is the duration of your franchising contract?
years

C - Entrepreneurial orientation
C1 - Proactivity:
In reacting to your competitors, you:
Typically respond to actions which
competitors initiate.

1

2

3

4

5

6

7

Typically initiate actions to which
competitors then respond.

Are very seldom the first business to
introduce new products/services,
administrative techniques, operating
technologies, etc.

1

2

3

4

5

6

7

Are very often the first business to
introduce new products/services,
administrative techniques, operating
technologies, etc.

1

2

3

4

5

6

7

6

7

Typically seek to avoid competitive clashes,
preferring a “live-and-let-live” posture.

Typically adopt a very competitive,
“undo-the-competitors” posture.

C2 - Risk-taking:
In general, you have:
A strong proclivity for low-risk projects (with
normal and certain rates of return)

1

2

3

4

5

A strong proclivity for high-risk projects
(with chances of very high returns)

In general, you believe that:
Owing to the nature of the environment, it is
best to explore it gradually via cautious,
incremental behavior.

1

2

3

4

5

6

7

Owing to the nature of the
environment, bold, wide-ranging acts
are necessary to achieve the firm’s
objectives.

When confronted with decision-making situations involving uncertainty, you:
Typically adopt a cautious, “wait-and-see”
posture in order to minimize the probability of
making costly decisions.

1

2

3

4

5

6

7

Typically adopt a bold, aggressive
posture in order to maximize the
probability of exploiting potential
opportunities.

D - Performance
D - On a scale from 1 (sharp decline) to 7 (very strong growth), how would you rate the development of
your business over the last five years in terms of the following?

Sharp decline

1

2

3

4

5

6

7

Very significant
development

Revenue
Employment
Number of clients
Market share
Profit
Size (number of retail outlets or units)
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E – Network structure
E1 - In general, how often do you meet with the franchisor (regular visits, work meetings or
conventions)?
Once a month
Every two months
Every six months
Once a year
Other (please specify):

E2 - Does the network have moderators?
Yes

No

If so, how often do you meet with them?
Once a month
Every two months
Every six months
Once a year
Other (please specify):

E3 - Do you use intranet for dialogue with your franchisor (sales team or other personnel at the head of
the network)?
Yes

No

If so, how often on average do you use it for dialogue with the franchisor?
Once a week
Once a month
Once every quarter
Once a year
Other (please specify):

E4 - How does your franchisor diffuse innovations within the network? (Several possible responses)
Trials in branches or pilot units
Intranet
Internet
Specific training
Commissions or working groups
Annual conventions
Word-of-mouth
Other (please specify):
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F – Your relationship with other units in the network
F1 – Have you ever exchanged ideas about product, commercial, service or organizational
improvements with other members in your franchising network?
Yes

No

If so, which members? (Insert list including branches)
Franchisee 1
Franchisee 2

Branch 1
Branch 2
Moderators
Head of network

F2 – Have you ever looked to other members in your franchising network for solutions to problems you
have encountered?
Yes

No

If so, which members? (Insert list including branches)
Franchisee 1
Franchisee 2

Branch 1
Branch 2
Moderators
Head of network

F3 – Have you ever helped promote innovations (product, service, commercial or organizational
innovations) to other franchisees?
Yes

No

If so, which members? (Insert list of franchisees)
Franchisee 1
Franchisee 2
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F4 – How would you describe your relationship with the other franchisees in the network? In the case of
each franchisee, please indicate the nature of your relationship:
Mere
acquaintance

Work partner

Close
relationship

Friend or
family
member

Franchisee 1
Franchisee 2
Franchisee 3
Franchisee 4
Franchisee 5
Franchisee 6
Franchisee 7
Franchisee 8
Franchisee 9
Franchisee 10
Franchisee 11
Franchisee 12
Franchisee 13
Franchisee 14

No relationship with other franchisees in the network

Thank you for participating in our survey. To help us process the data, please provide the following
information:
G1 – Age
Under 30
30 to 50 years old
Over 50

G2 – Gender
Female
Male

G3 – Highest level of education
No qualification
Brevet
CAP/BEP
Baccalauréat
2 years post-baccalauréat
3/4 years post-baccalauréat
5 years post-baccalauréat or Ph.D.
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APPENDIX 4 – Results of taxonomic analysis

D

D

A

B

B

D

B

A
C

A

D

D

A

C

C

D

A

B
A
B

B

C

C

C
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Multiple comparisons
Scheffé
Dependent variable

(I) Assigned

(J) Assigned

class (k-means

class (k-means

clustering)

clustering)

2

means (I-J)

error

95%
Infimum Supremum

*

.28170

0.000

-3.2806

-1.6770

3

0.35556

0.27889

0.655

-0.4382

1.1494

4

-3.47083*

0.32546

0.000

-4.3972

-2.5445

1

2.47878

*

0.28170

0.000

1.6770

3.2806

2.83434

*

0.28888

0.000

2.0121

3.6566

-0.99205

*

0.33406

0.037

-1.9429

-0.0412

1

-0.35556

0.27889

0.655

-1.1494

0.4382

2

-2.83434

*

0.28888

0.000

-3.6566

-2.0121

-3.82639

*

0.33169

0.000

-4.7705

-2.8823

1

3.47083

*

0.32546

0.000

2.5445

4.3972

2

0.99205*

0.33406

0.037

0.0412

1.9429

3

3.82639

*

0.33169

0.000

2.8823

4.7705

2

-0.64199

0.25937

0.113

-1.3802

0.0962

3

0.78416

*

0.25678

0.030

0.0533

1.5150

-1.12222

*

0.29966

0.004

-1.9751

-0.2693

1

0.64199

0.25937

0.113

-0.0962

1.3802

3

1.42614

*

0.26597

0.000

0.6691

2.1832

4

-0.48024

0.30757

0.490

-1.3557

0.3952

1

-0.78416*

0.25678

0.030

-1.5150

-0.0533

2

-1.42614

*

0.26597

0.000

-2.1832

-0.6691

-1.90638

*

0.30539

0.000

-2.7756

-1.0371

1.12222

*

0.29966

0.004

0.2693

1.9751

2

0.48024

0.30757

0.490

-0.3952

1.3557

3

1.90638

*

0.30539

0.000

1.0371

2.7756

2

-0.16296

0.28367

0.954

-0.9704

0.6444

3

1.18169

*

0.28084

0.001

0.3823

1.9810

4

-0.50324

0.32774

0.505

-1.4361

0.4296

1

0.16296

0.28367

0.954

-0.6444

0.9704

3

1.34465

*

0.29090

0.000

0.5167

2.1726

4

-0.34028

0.33639

0.796

-1.2977

0.6172

1

-1.18169

*

0.28084

0.001

-1.9810

-0.3823

-1.34465

*

0.29090

0.000

-2.1726

-0.5167

-1.68493

*

0.33401

0.000

-2.6356

-0.7342

1

0.50324

0.32774

0.505

-0.4296

1.4361

2

0.34028

0.33639

0.796

-0.6172

1.2977

3

1.68493

*

0.33401

0.000

0.7342

2.6356

1.72747

*

0.24098

0.000

1.0416

2.4134

2
1

Difference in Standard Significance Confidence interval at

3
4

-2.47878

SMEAN(Innovativeness)
3

4

4

1

4

2
SMEAN(Proactivity)
3

4
1
4

1

2
SMEAN(Risk-taking)
3

2
4

4

SMEAN(Network

1

2

innov.)

2

3

1.89312*

0.23858

0.000

1.2141

2.5722

4

-0.40714

0.27841

0.547

-1.1996

0.3853

1

*

0.24098

0.000

-2.4134

-1.0416

3

0.16565

0.24712

0.930

-0.5377

0.8690

4

-2.13462

*

0.28577

0.000

-2.9480

-1.3213

-1.89312

*

0.23858

0.000

-2.5722

-1.2141

2

-0.16565

0.24712

0.930

-0.8690

0.5377

4

*

0.28374

0.000

-3.1079

-1.4927

1

0.40714

0.27841

0.547

-0.3853

1.1996

2

2.13462

*

0.28577

0.000

1.3213

2.9480

2.30026

*

0.28374

0.000

1.4927

3.1079

1.14185

*

0.23274

0.000

0.4794

1.8043

3

1.52007

*

0.23042

0.000

0.8642

2.1759

4

-0.47223

0.26890

0.384

-1.2376

0.2931

1

-1.14185*

0.23274

0.000

-1.8043

-0.4794

3

0.37822

0.23867

0.477

-0.3011

1.0575

4

-1.61408

*

0.27600

0.000

-2.3996

-0.8285

-1.52007

*

0.23042

0.000

-2.1759

-0.8642

2

-0.37822

0.23867

0.477

-1.0575

0.3011

4

*

0.27404

0.000

-2.7723

-1.2123

1

0.47223

0.26890

0.384

-0.2931

1.2376

2

1.61408

*

0.27600

0.000

0.8285

2.3996

3

1.99230*

0.27404

0.000

1.2123

2.7723

2

-0.21954

0.41156

0.963

-1.3909

0.9519

3

0.86374

0.40745

0.220

-0.2960

2.0235

4

-0.44987

0.47549

0.826

-1.8032

0.9035

1

0.21954

0.41156

0.963

-0.9519

1.3909

3

1.08328

0.42204

0.094

-0.1180

2.2845

4

-0.23033

0.48805

0.974

-1.6194

1.1588

1

-0.86374

0.40745

0.220

-2.0235

0.2960

2

-1.08328

0.42204

0.094

-2.2845

0.1180

4

-1.31361

0.48459

0.068

-2.6929

0.0657

1

0.44987

0.47549

0.826

-0.9035

1.8032

2

0.23033

0.48805

0.974

-1.1588

1.6194

3

1.31361

0.48459

0.068

-0.0657

2.6929

1
3

4

3
2
1

2
SMEAN(Innov.
intensity)

1
3

4

1

2

-1.72747

-2.30026

-1.99230

SMEAN(Growth)
3

4

* Mean difference significant to a level of 0.05.
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